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LETTER OF TRANSMITTAL

To the Congress of the United States:

In this document, for the first time, I am transmitting for con-

gressional consideration the budget programs of all wholly owned
Government corporations. The submission of these programs is a

long-delayed forward step toward rounding out the Executive budget
established by the Budget and Accounting Act of 1921.

The budget programs of the Government corporations are an
integral part of the Federal Budget. They will be included hereafter

in the Budget transmitted to the Congress in January. The present

document is not a separate budget but a supplement to the Budget
transmitted last January, necessary this year because the Government
Corporation Control Act of 1945 became law too late for inclusion of

these statements in the regular Budget.

The information contained in these budgets will provide a better

opportunity than we have ever had before to present the interrela-

tionships between the activities of corporations and those of other

Government agencies. Thus, both the executive and legislative

branches will be able to review the Federal program as a whole. Such
a review means better appraisal of individual programs and better

integration of the activities of each agency into the changing pattern

of the Federal Government.

Corporations are used to carry out a broad range of Government
programs largely of a revenue-producing type. They make loans

and guarantee loans of private institutions to businessmen, farmers,

home owners, foreign governments, and other borrowers. They insure

private individuals against loss from crop failure, price declines, war
damage, and other hazards. They have constructed and are now
managing many vital war plants throughout the country as well as

navigation and flood control projects, electric power plants, and other

enterprises in the Tennessee Valley. They operate railroads, a

steamship service, barge lines, and terminals. They purchase, stock-

pile, and sell commodities in domestic and foreign markets. They
administer many of the wartime subsidy programs, either through

direct payments or through purchase and sale operations at a loss.

Each corporation is a unit, but each is a part of a broader Federal

program. Hence appraisal of individual corporations should be based

upon their contribution to achievement of these broader programs.
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In the main, Government corporations operate in the borderland

area where the general welfare requires action but the risks of loss arc

too great or the prospective return too small to attract adequate

private capital. They supplement or assist private business rather

than supplant it. Some corporations operate at a loss because of

marginal operations designed to provide public services below cost,

and this must be taken into account in interpreting their financial

statements.

The chief source of loss by Government corporations during the war

years has been the payment of production, transportation, and food

subsidies authorized by the Congress. Several of these wartime

subsidies have now been eliminated. Others, however, have had to

be increased. Much as I regret the necessity, continuance of these

programs is essential to hold the line against the forces of inflation.

I have said before, and I repeat here, they will be reduced and dis-

continued promptly as soon as the inflationary pressure slackens. I

hope and expect this will occur by the end of the fiscal year 1947.

Legislation is now pending which would provide premium payment
subsidies from corporation funds to finance expansion in the supply of

building materials and which would establish other aids urgently

requu'ed for the veterans' emergency housing program. Enactment
of the fuU program which I have requested is essential to provide an

adequate supply of housing for our returning veterans. I also urge

prompt consideration and enactment by the House of Representatives

of the legislation approved by the Senate designed to raise the long-

run housing level of the Nation.

Almost aD of the corporations whose budget programs I am trans-

mitting were organized to meet specific depression or war emergencies.

Many have finished their jobs and are well on the road to liquidation.

Others, however, wUl probably continue as more or less permanent

Federal agencies, with major functions changing from time to time.

The Reconstruction Finance Corporation, for example, has proved so

useful during the depression and the war that it has become one of the

major instrumentalities for conducting the postwar business activities

of the Federal Government. I recommend, therefore, that its statu-

tory authority be extended beyond the present expiration date of

January 22, 1947.

Under the Government Corporation Control Act, all wholly owned
corporations organized or acquired in the future must be federally

chartered, and the 18 corporations not federally chartered must
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either cease activities (except for liquidation), or be reincorporated

by act of Congress before June 30, 1948. Moreover, in any case

where the activities of a corporation are more nearly analogous to

nonbusiness services of the Federal Govermnent, or where for other

reasons it would be more practicable to handle its budgets like that

of a regular Government agency, the Director of the Bureau of the

Budget, with the approval of the President, is authorized to recom-
mend such action to the Congress.

As part of the investigations necessary to carry out these provisions

of law, I am requesting the Director of the Bureau of the Budget to

reexamine and redefine the role of Government corporations. The
findings of these studies will be useful not only in effectuating the

specific provisions of the act, but also in determining the basic prin-

ciples to be followed in reviewing the existing charters of federally

chartered corporations as they come up for renewal. Thus, through

successive steps, we shall continue to move forward in developing a

more consistent and integrated organizational pattern for the business-

type activities of the Federal Government.

In our business operations, the Federal Government, like private

business, needs greater flexibility than the customary type of appro-

priation budget ordinarily permits. Some Government corporations

are committed by statute to support prices, furnish electric power, pay
insurance claims or meet other demands which may experience wide

and unexpected variations because of circumstances beyond their

control. Other corporations supply credit or other services to clients

who often cannot forecast their own needs in advance, or who will

request Government services only if and when the same services

cannot be obtained from private institutions. These difficulties can

be overcome by the use of business-type budgets.

The budget programs submitted place primary emphasis upon the

types of programs specifically authorized by law or by the charter of

each corporation. Many corporations have very broad grants of

authority. Through their budgets, they apprise the Executive and
the Congress of the manner in whicn they plan to use their available

resources, and the funds they expect to devote to each type of program
within the limits set by their authority.

In developing budgetary controls applicable to the corporations, the

wisest course appears to be to progress carefully, through experiment

and evolution. I recommend that the Congress approve the types of

programs set forth in the budgets transmitted herewith, and, in addi-
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tion, provide general authority for actions necessary to meet unfore-

seen emergencies or contingencies arising subsequent to approval of

the budget. In such emergency situations, I suggest that corpora-

tions be permitted to initiate new programs, even though these are not

specifically included in the Budget approved by the Congress, provided

such programs are within their existing authority. Such new pro-

grams will be initiated, however, only after approval by the President

and the new programs will be promptly transmitted to the Congress.

No program will be undertaken prior to congressional approval if it

requires increased borrowing authority. Enactment of these provi-

sions is essential to preserve the flexibility required to meet changing

business conditions while maintaining the necessary control of corpo-

rate activities.

The accompanying document consists of a summary narrative and
supporting tables, followed by detailed presentations of the budgets

of all wholly owned Government corporations and certain related

noncorporate housing activities. Each budget contains narrative

material together with financial statements.

These budgets have been prepared on the basis of existing account-

ing records. One byproduct of the budgetary and auditing require-

ments of the act which we hope to realize is an improvement in these

records, with a corresponding improvement in future budgets. The
present budgets provide more information on the current and future

programs of Government corporations than has ever been previously

reported.

The summary statements reveal that the level of operations for

corporations as a group will decline during the fiscal year 1947 because

of the continued liquidation of wartime programs. Commodity pur-

chases of 3.1 billion dollars will amount to less than half the 1945 levels.

Funds received from the sale of fixed assets will exceed additions to

these assets. Subsidy payments of 1.8 billion dollars wUI be some-
what lower than in 1946. On the other hand, lending activity wUl
jump from 2.5 to 4.4 billion dollars, as both domestic and foreign bor-

rowers make use of the Government's financial facilities.

Total assets by the close of the fiscal year 1947 will be 16.1 billion

dollars, a decline of over 300 million dollars during the fiscal year.

Book value of plant and equipment will be 6.8 billion dollars. Out-
standing loans wUl amount to 6 billion dollars. Inventories of 1.3

bUlion dollars include 470 million dollars in metals and minerals

declared surplus and available for transfer to stock pile.
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For the group as a whole, a total net loss of 4 billion dollars is

anticipated in the fiscal year 1947. Subsidy payments and losses on
sales of surplus property, war housing, and other assets account for

an estimated loss of 3.4 billion dollars. Expenditures from appro-

priations to convert temporary war housing and losses realized on
programs for agricultural price support and for procurement of stra-

tegic supplies and materials are responsible for the remaining loss.

Expanded, lending operations, power operations, and many other

activities will show profits.

The programs of individual corporations fall into five major groups,

which are discussed briefly in the following paragraphs.

The Reconstruction Finance Corporation and its subsidiaries

expect to liquidate a substantial part of the plant and equipment

constructed during the war. Outstanding loans to businesses and to

finance the program of the Rural Electrification Administration,

however, will expand rapidly.

Under the existing program of the National Housing Agency and its

constituents, well over one-half of the expenditures during the fiscal

year 1947 will be devoted to completion of the program for provision

of 200,000 temporary housing units for veterans, financed from

appropriated funds. War-deferred low rent housing projects will be

resumed. Insm-ance of loans to finance construction of new housing

and repairs to existing homes will double the 1946 volume. Liquida-

tion of wartime public housing and of the prewar loans of the Home
Owners' Loan Corporation will progress rapidly.

Price support operations and subsidy payments of the Commodity
Credit Corporation will again involve large expenditures, but in-

ventories will continue to decline from the high wartime levels. Under
existing legislation, the Federal Farm Mortgage Corporation wUl

cease making new loans. Most of the other wholly owned corporations

supervised by the Secretary of Agriculture expect a further decline

in the volume of their financing activities.

With its broadened lending authority, the Export-Import Bank
anticipates disbursements possibly as high as 2 billion dollars on

loans to finance purchase of American commodities and to provide

the necessary minimum credit for postwar reconstruction abroad.

The five corporations created by the Ofiice of Inter-American Affairs

by the close of the fiscal year will either be liquidated, in liquidation,

or nearing completion of cooperative international programs.

The principal corporations engaged in the regional development of

resources and transportation facilities, the Tennessee Valley Author-

ity, the Panama Railroad Company, and the Inland Waterways
Corporation, are all planning to make substantial expenditures on

plant and equipment to meet peacetime demands.
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Net new borrowing of the 34 corporations will amount to 2.8 billion

dollars over and above retirement of debt. Outstanding obligations,

almost entirely held by the Treasury Department, will amount to

15.8 billion dollars on June 30, 1947. New capital investments of

300 million dollars through purchase of Export-Import Bank stock,

previously authorized, will provide additional funds. On the other

hand, the budgets of eight corporations and three noncorporate hous-

ing programs provide for return of funds to the^ Treasury and payment
of dividends totalling 122 million dollars.

By June 30, 1947, the Federal Government will have a total

investment of 6.1 billion dollars in the capital stock and paid-in

surplus of these corporations. This capital investment will be im-

paired to the extent of 9.8 billion dollars from cumulative deficits

arising almost entirely from the heavy volume of subsidies and other

loss-creating activities during the war period.

In this Budget I am recommending that the Congress appropri-

ate 921 million dollars to restore the capital impairment of the Com-
modity Credit Corporation, as of June 30, 1945. This impairment

has already been reflected in the public debt. Additional prospective

impairment arising from losses in the fiscal years 1946 and 1947

will require appropriations in subsequent years. The remaining

capital impairment for Government corporations is largely confined

to the Reconstruction Finance Corporation and certain of its sub-

sidiaries. Until the amount can be more accurately determined, I

am not recommending any action by the Congress.

Neither continuance nor restoration of capital impairment alters

the budgetary deficits or surpluses of the Federal Govermnent.
With minor exceptions, the financing of Government corporations

is already handled by the Secretary of the Treasury, and net expendi-

tures and receipts of corporations for the past 3 years have been

included in the Budget total of expenditures. Consequently, appro-

priations to restore impairment involve merely transfers of funds

between Government agencies. They do not affect the Treasury's

borrowing requirements or the total public debt.

I also recommend a reduction of 1 billion dollars in the borrowing

authority of the Federal Farm Mortgage Corporation. With the

substantial liquidation of its depression loans and the broadened

lending authority of the Federal land banks, the Corporation's bor-

rowing authority is now far in excess of its foreseeable needs.

Harry S. Truman.
May 2, 1946.
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SUMMARY NARRATIVE

The Government Corporation Control Act of 1945 (Pub-
lic Law 248, 79th Cong.) became law on December 6, 1945.

Although the law requires the inclusion of corporation

budgets as part of the annual Budget transmitted in Jan-
uary, postponement of the first year's budgets was neces-

sary to permit more thorough preparation and review.

These budgets have now been presented to the Congress
by the President.

This Corporation Supplement presents, for the first time,

the business-type budgets of all wholly owned Government
corporations, as well as those of four related noncorporate
operations supervised by the Federal Public Housing
Authority.

General Summary

In the past, the only over-all summary of corporation

activities in the Budget was a table showing net transac-

tions of corporations, credit agencies, and miscellaneous

organizations in checking accounts carried with the Treas-

urer of the United States. For the past 3 years these

transactions, excluding net debt redemptions, have been
brought into the budgetary total of expenditures.

The estimate of total Federal expenditures for the fiscal

year 1947, presented in January 1946, as usual, made pro-

vision for net expenditures of corporations and credit

agencies. Revisions of the 1947 Budget estimates will be
pubhshed in the Budget Review, appearing in August.
These will reflect revisions of the estimated receipts and
expenditures of Government corporations.

The business-type budgets appearing in this supple-

ment combine narrative analyses with financial state-

ments of the following types:

(1) Comparative statements of sources and application

of funds.

(2) Comparative statements of income and expenses.

(3) Comparative statements of financial condition.

In this introductory section, the three major state-

ments contained in the corporation budgets are sum-
marized. Exhibits A, B, and C give consolidated totals

for all wholly owned Government corporations and related

noncorporate activities. Exhibits A-1 to A-5, B-1 to

B-5, and C-1 to C-5 give consolidated totals for five

major groups of corporations discussed on later pages.

These summary statements not only provide a compre-
hensive picture of the financial position and operations
of Government corporations, but also permit a more
effective and accurate integration of corporation pro-
grams into the total Federal Budget.

Sources and application, of funds.—Most corporation
programs involve a considerable turn-over of funds. Aside
from subsidy programs, receipts usually partly or wholly
offset expenditures. Often they exceed expenditures.

From the standpoint of their impact on the Treasury
over the fiscal year as a whole, only the net expenditures
or receipts are significant. To appraise the programs
themselves, however, information on gross expenditures
and receipts is essential.

Accordingly, the primary statement in the business-

type budget is the statement of sources and application

of funds. This has been adapted from similar statements
used by private corporations, revised to serve the special

needs of Government budgeting by inclusion of gross pay-
ments and receipts instead of net figures.

Sources and Application of Funds

by fiscal tears

[In millions]
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The income and expense statements included in the
business-type budgets provide estimates of the net gain or
loss to the Federal Government from current activities.

The profit or loss shown by a Government corporation,

however, is often not a satisfactory yardstick, since the
primary purpose of Government activities, both corporate
and noncorporate, is to provide needed public services,

rather than to show a profit. "Where losses occur, they
usually reflect either subsidy operations authoiized by
the Congress, or other operations designed to provide
public services below cost.

iNCOiMB AND EXPENSES

BY FISCAL YEARS

[In mlUiGns]
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By June 30, 1946, on the basis of current legislation, the

Federal Government will have a total investment of

4,703 million dollars in capital stock and paid-in surplus

of wholly owned Government corporations. Because
of the heavy volume of subsidies and other loss-creating

activities during the war period financed from corporate
funds, a balance sheet deficit of 5,770 million dollars will

exist. The losses forecast will increase this deficit to

9,806 milhon dollars by the close of the fiscal year 1947.

Major Corporation Programs

The wide variety of business activities in which the
Federal Government is engaged has caused the develop-
ment of corporations to serve a correspondingly wide
variety of Government functions. Their operations are

largely concentrated, however, in five major areas.

1. Corporations engaged in aids to industry (exhibits A-1,
B-1, and C-1).—Direct participation in and aids to in-

dustry are now centered largely in the Reconstruction
Finance Corporation under the general supervision of the
Federal Loan Administrator. Pursuant to Public Law
109 (79tli Cong.), five of the Corporation's subsidiaries

—

the Defense Plant Corporation, Metals Reserve Company,
Rubber Reserve Company, Defense Supplies Corporation,
and Disaster Loan Corporation—were dissolved on June
30, 1945, and their functions transferred to the parent
Corporation. Another subsidiary. War Assets Corpora-
tion (formerly Petroleum Reserves Corporation), which
for a brief period carried on surplus-property functions,

is now in process of dissolution, with its functions trans-

ferred to War Assets Administration. The five remaining
active subsidiaries are Federal National Mortgage Associ-
ation, The RFC Mortgage Company, Rubber Develop-
ment Corporation, U. S. Commercial Company and War
Damage Corporation. Since January 28, 1946, certain
functions of the Smaller War Plants Corporation, includ-
ing the lending functions, as well as related assets and
liabilities, have also been administered by the Reconstruc-
tion Finance Corporation.

In their wartime business operations the Reconstruc-
tion Finance Corporation and its subsidiaries engaged
primarily in construction and operation of war plants,

procurement of essential war materials at home and
abroad, and provision of insurance against war damages.
Lending activities were shifted predominantly to the needs
of national defense. In addition, for reasons of admin-
istrative convenience, the Corporation's funds and staff

were extensively employed in the wartime subsidy pro-
gram.

Liquidation of these wartime activities has progressed
rapidly since VJ-day. It will accelerate in the fiscal year
1947. Plant and equipment of the Corporation and its

subsidiaries valued at 6,577 million dollars on June 30,

1945, will decline—mostly thi-ough liquidation—by more
than 2,000 million dollars in the 2 years ending June 30,
1947. At the end of the fiscal year 1947, the book value
of plant and equipment will amount to 4,763 million dol-
lars before depreciation reserves of 198 million dollars.

Of this gross book value, an estimated 3,266 million dol-

lars will have been declared surplus under the defense
plants program. The remainder will consist mainly of

synthetic rubber plants, plants not released by the spon-
soring agencies and plants operated by private businesses
under unexpired lease agreements.

Purchases of commodities in the fiscal year 1947 will

be cut to 1,620 million dollars, or less than 40 percent of
the 1945 level. More than 500 million dollars of this

represents foreign trade transactions of the U. S. Com-

mercial Company with occupied countries pursuant to the
program of the State Department under agreements now
being arranged with the War Department. As the result
of this program and the rise in stocks of natural rubber,
inventories of commodities, supplies, and materials will

increase slightly to 955 million dollars on June 30, 1947.
About half of this inventory, however, will represent
metals and minerals declared surplus and available for
transfer to the permanent stock pile to the extent not
required to meet civilian needs. Pending legislation would
permit reimbursement for the value of materials actually
transferred to the stock pile, by cancellation of a corres-
ponding volume of the Corporation's notes by the Secre-
tary of the Treasury.
Advances to contractors and agents, which at the close

of fiscal year 1945 were 694 million dollars, will be down
to 55 mUlion dollars on June 30, 1947.
Subsidy programs for petroleum, butter, and many

minor items have already been drastically reduced or
eliminated. Other subsidies paid from the Corporation's
funds, however, notably those for flour and livestock,
have had to be increased. The payments of 1,117 million
doUars estimated in the fiscal year 1947 under pending
legislation are only 73 million dollars less than in the
current fiscal year, and 276 million more than in the fiscal

year 1945.

Meanwhile, the business-lending programs of the
Corporation and its subsidiaries are expanding rapidly.
The transfer of the wartime lending functions of Smaller
War Plants Corporation has focussed Government leader-
ship in the business-lending field in the Reconstruction
Finance Corporation. Outstanding loans to aid industrj^

(excluding national defense loans), it is estimated, will

almost double from 344 million dollars on June 30, 1945,
to 658 million dollars on June 30, 1947, with an even
sharper rise in undisbursed commitments. Participation
loans, which involve chiefly disbursements by private
banks guaranteed by the Corporation, are increasing even
faster, as the result of the broadening acceptance of the
blanket participation plan for automatic loan guarantees.

Outstanding loans to finance the expanding program of
the Rural Electrification Administration and other Gov-
ernment agencies will rise from 404 million dollars to

672 million dollars in the 2-year period. Rapid repay-
ments on national defense loans and on the wartime
collateral loan to the United Kingdom will continue.

All insurance policies issued by the War Damage Corpo-
ration are expected to expire during the fiscal year 1947.
The budget provides for payment of 70 million dollars in
Philippine damage claims (with corresponding losses to
the Corporation) during the fiscal years 1946 and 1947.
Approval of pending legislation would remove the respon-
sibility for these claims from the Corporation and permit
reasonably prompt liquidation.

Despite the increased profits anticipated from the ex-

panded lending program, the heavy losses on liquidation
of war assets and the continuing high levels of subsidy
payments will create a consolidated net loss of 2,582
million dollars for the Reconstruction Finance Corpora-
tion and its subsidiaries in the fiscal year 1947. More-
over, in spite of the funds provided from realization of

other assets, additional Treasury financing of 1,363 million

doUars will be required. This is lilcewise attributable
largely to subsidy payments.

According to present estimates the cumulative capital

impairment of the Corporation and its subsidiaries will

amount to 3,715 million doUars on June 30, 1946. This
will increase to an estimated 6,296 million dollars by
June 30, 1947. These estimates, however, will necessarily
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be incomplete and inaccurate until current negotiations
determine the reimbursement due from other Government
agencies on the defense plant construction and operations
program. Accordingly, recommendations for action to

restore the impairment have been deferred until these
negotiations are completed and until the results of the
General Accounting Office audits required by Public Law
248 are available.

2. Corporations engaged in aids to housing (exhibits A-2,
B-2, and C-2).—The bulk of Federal aid to housing is pro-
vided either by Government corporations or by programs
financed from appropriations, but for which business-type
budgets are required by Public Law 248. Accordingly,
by agreement with the congressional committees con-
cerned, all the budgets of the National Housing Agency
and its constituent units are transmitted in this Supple-
ment to facilitate their joint review. These include the
customary-type budgets for the Office of the Administrator
and Expediter, the Federal Housing Administration, and
the Administrative Department and the Federal Home
Loan Bank System of the Federal Home Loan Bank
Administration.
The Administrator, in his capacity as Housing Expe-

diter, has power to issue directives to other agencies par-
ticipating in activities essential to the success of the vet-
erans' emergency housing program. For the fiscal year
1947, the costs of the activities of these other agencies
arising from the housing program will be included in the
budgets submitted for these agencies.

The budgets of the National Housing Agency and its

constituents, herewith submitted, as well as those of the
cooperating agencies, are based on programs authorized
by legislation approved through March 28, 1946. They
make no provision for the substantial expenditures which
would be required by passage of additional legislation now
pending before the Congress, both to provide for emer-
gency needs of returning veterans and to improve the long-
run housing conditions of the Nation. Amendments to

provide for these expenditures will be submitted as soon
as the necessary legislation is approved.
Under the proposed emergency program, if enacted, the

Reconstruction Finance Corporation will have particu-
larly large increases in outlays to finance premium pay-
ment subsidies for expansion in the supply of building ma-
terials, to guarantee the market for prefabricated housing
and new-type materials, to provide direct loans to building
materials producers and contractors and to purchase
insured mortgages through The RFC Mortgage Company
and Federal National Mortgage Association. Under the
longer range program increases would be authorized in

aids to both private and public housing by all the major
constituents of the National Housing Agency, but these
would call for smaller annual outlays.

In terms of funds applied (excluding debt retirement),
well over half of the program now budgeted for the
National Housing Agency for the fiscal year 1947 will be
devoted to the completion of the program for provision
of 200,000 temporary housing units for veterans through
relocation and conversion of surplus barracks and tempo-
rary war housing. Of the total appropriations authorized
for this purpose (excluding administrative expenses
allocated to other phases of the housing program), an
estimated 105 million dollars will be spent in the fiscal

year 1946, and 331 million dollars in 1947.
Except for net income from project rentals, amounting

to 11 million dollars in the fiscal year 1947, no recovery is

anticipated from these expenditures for reuse of temporary
housing. Moreover, of the total net loss of 520 million

dollars from all housing programs, corporate and non-

corporate, reutilizatiou costs of housing transferred to the
veterans' housing program account for 413 million dollars.

These are aftermath-of-war costs necessary to aid return-
ing veterans handicapped by the acute housing shortage.
Wherever possible, the regular continuing programs of
the housing agencies will also be geared to provide a
maximum volume of veterans' housing.
The corporate program of the Federal Public Housing

Authority, measured in terms of total assets, wUl show a
further expansion from 550 million dollars to 594 mOlion
dollars during the 2-year period ending on June 30, 1947.
This program is designed primarily to provide decent
housing for low-income families. During the fiscal years
1946 and 1947, construction of war-deferred projects and
transfer of permanent war housing, subject to congres-
sional approval, will add a total of 37,300 low-rent units.

Although these operations will involve some new Federal
financing of local housing authorities, this wUl be offset in

part by refinancing of existing obligations with private
funds. Primarily because of the increased number of

units requiring rental subsidies, the annual appropriation
for contributions to local housing authorities will rise to

15 million dollars in the fiscal year 1947. Cash resources
are expected to permit retirement of 20 million dollars of

obligations held by the Treasm-y.
The remaining programs administered by the Federal

Public Housing Authority are continuing liquidation.

Total investments in public war housing will decline from
1,708 million dollars on June 30, 1945, to 1,305 million

dollars on June 30, 1947, reflecting primarily disposal ol

permanent projects constructed under the Lanham Act.
Temporary war housing, wherever available, will be trans-

ferred for reuse under the veterans' housing program.
These disposition activities will involve estimated losses

of 131 million dollars in the fiscal year 1947, which will

overbalance the net operating income of 25 million dollars

anticipated from active projects. Similarly, rapid liqui-

dation will continue for the homes conversion program
and the Farm Security Administration program. These
three programs, in total, will return 52 million dollars in

appropriated funds to the Treasury during the fiscal year
1946, and 65 million dollars in 1947.

The Defense Homes Corporation hopes to dispose of all

properties held during the fiscal years 1946 and 1947,

repaying outstanding obligations to the Reconstruction
Finance Corporation. Cash resources and liquidation of

loans, it is expected, will subsequently permit return of

the entire capital investment of 10 million dollars to the
Treasury.
Even without the resumption of title VI (war housing)

loan guarantees, proposed by pending legislation, the

Federal Housing Administration will insure an estimated

850,000 loans for renovation and repair of existing housing
under title I and 210,000 loans to build new homes under
title II. This is roughly double the total insurance
volume in the fiscal year 1946. Premium receipts and
cash recoveries again are expected to exceed claims paid
and administrative expenses.

The rapid pace of hquidation of the Home Owners'
Loan Corporation is continuing, with outstanding loan

balances declining from 952 million dollars to an estimated

589 million dollars in the 2-year period ending June 30,

1947. Profits on operations during the same 2-year

period will reduce the capital impairment from 106 million

dollars to 64 million dollars. In view of the very favor-

able trend indicated, no recommendation is submitted for

restoration of this impairment.
Of the other agencies supervised by the Federal Home

Loan Bank Administration, the Federal Savings and Loan
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Insurance Corporation is expected to show further expan-
sion in assets and reserves. The Federal home loan
banks (mixed-ownership corporations) will repay a minor
amount of capital to the Reconstruction Finance Corpora-
tion. The United States Housing Corporation has already
completed liquidation, and its formal dissolution will be
effected shortly.

3. Corporations engaged in aids to agriculture (exhibits

AS, B-S, and C-3).—Seven wholly owned corporations or

groups of corporations and two groups of niLxcd-ownership
corporations are integral parts of the Federal program of

assistance to farmers. In addition, as already mentioned,
the Reconstruction Finance Corporation indirectly partici-

pates through payments of subsidies on meat and flour

and through financing the loans made by the Rural Elec-

trification Administration and the Farm Security Adminis-
tration. The Farmers' Home Corporation, listed in Pub-
lic La^ 248, is inactive.

Measured in terms of assets, as well as funds applied, the

Federal farm program financed by the wholly owned corpo-
rations supervised by the Secretary of Agriculture will de-

cline sharply from the wartime levels prevailing in the

fiscal year 1945. The chief exceptions are the Federal
Crop Insurance Corporation and the Federal intermediate
credit banks.
Under existing law, the Federal Farm Mortgage Corpo-

ration will cease making new loans on June 30, 1946. A
large share of its outstanding loans will also be transfeiTed

to the Federal land banks or repaid during the fiscal years

1946 and 1947. Outstanding investments of the produc-
tion credit corporations in stock of production credit asso-

ciations will continue to fall. Loan disbursements of the
Regional Agricultural Credit Corporation wiU decline to a

very low level. The Federal Surplus Commodities Corpo-
ration plans to complete its liquidation durmg the fiscal

year 1947.

The price-support operations and subsidy payments of

the Commoditj' Credit Corporation will continue to in-

volve large expenditures. The subsidy program is ex-

pected to amount to 819 million dollars in the fiscal year
1946 and 725 million dollars in 1947. This does not in-

clude payments by the Reconstruction Finance Corpo-
ration of 926 million dollars for meat, butter, and flour

subsidies in 1946, and 1,000 million dollars for meat and
flour subsidies ui 1947.

Because of the world shortage of food and liigh domestic
demand, prices of most agricultural commodities have
been pressing against ceilings. Accordingly, price-sup-

port activities are currently involving substantial losses

only in the case of a few commodities, mainly wool, eggs,

poultry, and potatoes. If agricultural prices remain at

high levels during 1947, price-support loans and pur-
chases taken together will remain at about the same
level as in 1946. Inventorj' liquidation in 1946 will

bring net receipts of 638 million dollars, but such receipts

will decline to 200 million dollars in 1947.

An appropriation of 921 million doUars is recommended
to restore the capital impairment of the Commodity
Credit Corporation on June 30, 1945. Estimated net
losses of 891 million dollars m the fiscal year 1946 and
967 million dollars in 1947 arising primarily from the
subsidy program, however, will cause correspondmg
further impairment and corresponding need for restora-

tion of capital. On the other hand, the Federal Farm
Mortgage Corporation, the Federal Surplus Commodities
Corporation, and the production credit corporations ex-

pect to return capital funds to the Treasury amounting
to 57 million dollars in the fiscal year 1946 and 48 mil-

lion dollars in 1947. During 1946, the Federal land
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banlvs (mixed-ownership corporations) also are returning
111 million dollars in Govermnent-owned capital stock
and paid-in surplus.

4. Corporations engaged in aids to international relations

and trade {exhibits A-4, B-4, and C-4).—During the
war years the operations of the Export-Import Bank were
limited primarily to loans to Latin American countries

designed to develop their resources and to augment their

production of essential war materials. In addition, five

wholly owned corporations were formed by the Office of

Inter-American Affairs to promote activities directly or
indirectly aiding the broader participation of Latin Ameri-
can countries in the war effort. Aleanwhile, the U. S.

Commercial Company and the Rubber Development Cor-
poration were established to engage in procurement and
trading activities abroad. Since they are now subsidiaries

of the Reconstruction Finance Corporation, their oper-
ations have already been discussed.

With the increased financial resources provided by the
legislation enacted early in the fiscal year 1946, the Export-
Import Bank has become the major financial agency of

the United States Government in the international field.

It also has acquired an important role in the broader
program for expanding international trade.

The budget program of the Bank provides for loan
disbursements of 2,000 million dollars, based in part
upon commitments already authorized or pending, and
in part upon additional authorizations anticipated. If

commitments now contemplated do not materialize, or

if shortages of goods delay purchases by borrowers, this

estimate may prove too high. In any event loan dis-

bursements will be much larger than the 34 million dollars

actually paid out in the fiscal year 1945. The bulk of

disbursements contemplated will be made to Jinance the
purchase of American commodities, requisitioned but not
contracted for under lend-lease agreements prior to

VJ-day, and to provide the bare minimum of credit

necessary for reconstruction of liberated and war-devas-
tated countries. Because of the long terms on which
most of these loans are written, repayments by borrowers
in the fiscal year 1947 are expected to amount to only
60 million dollars. Net income will rise from 8 million

dollars in the fiscal year 1945 to 40 million dollars in the

fiscal year 1947.

As the International Bank for Reconstruction and
Development comes into full operation, it will take over
the major responsibility for many types of international

financing. Nevertheless, the Export-Import Bank will

continue to play an important role in International financ-

mg, with particular emphasis upon participation with
private lenders in loans which promote American exports

and imports. Accordingly, as indicated in the Presi-

dent's Message to the Congress on March 1, 1946, both
the lending and the borrowing authority of the Bank will

probably require a further increase sometime durmg the

fiscal year 1947. The additional requirements of the

Bank are now being considered by the National Advisory
Council on International Monetary and Financial Prob-
lems. As they become more defuiite, specific recom-
mendations may be submitted to the Congress.
By contrast, the programs of the five corporations

created by the Office of Inter-American Affairs and fi-

nanced by grants from appropriated funds have been
declining since VJ-day. One of the five, the Inter-

American Navigation Corporation, will complete its hqui-

dation in February 1947. Two others, the Institute of

Inter-American Transportation and Prencinradio, Inc.,

during the fiscal year 1947, will begin the 3-year dissolu-

tion period required by the Delaware law under which
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they are incorporated. The two active corporations

remaming, the Institute of Inter-American Aft'airs and
the Inter-American Educational Foundation, Inc., have
agreements for continuance of cooperative programs with
certain Latin-American countries which run into the

fiscal year 1949.

The three corporations in hquidation will return a

modest amount of capital to the Treasury dui'ing the

fiscal years 1946 and 1947.

5. Corporations engaged in aids to regional development

{exhibits A-5, B-5, and C-5).—The remaining corporation

programs largely emphasize development of resources

and transportation facilities of particular regions in the

United States and its Territories and possessions.

The Tennessee Valley Authority has by far the broadest
program of this type. Its program for promoting the

unified development of the Valley includes construction

and operation of navigation, flood control, and power
facilities, fertilizer production and research, and other

development activities in cooperation with other Federal,

State, and local agencies. By June 30, 1947, the value

of its fi.xed assets after reserve for depreciation will total

759 million dollars. More than half of this is devoted to

the power program.
Certain programs of the Authority are financed by

appropriations, others from corporate funds. The 1947

Budget calls for a new appropriation of 37 million dollars,

compared to less than 10 million dollars in 1946. In addi-

tion, net corporate proceeds of 29 million dollars, derived
predominantly from power operations, will be available

in 1947. More than half of these total funds will be ap-
plied to the construction program. About 11 million

dollars will be applied to defray common expenses allo-

cated to navigation and flood control, and gi-oss expenses
of direct operations of navigation, flood control, fertilizer,

and mmiitions research, and resource development activi-

ties. Expansion in working capital amounting to 13

million dollars is also expected, largely from corporate
fimds.

Net income from power operations, after all charges,

is expected to rise from 13 million dollars in the cmTent
fiscal year to 16 million dollars in the fiscal year 1947.

These profits will more than offset the net expense entailed

in other operations.

Pursuant to section 26 of the Tennessee Valley Authority
Act, surplus proceeds of over 12 million dollars for the

fiscal year 1945, not required for operation of dams or

reservoirs or conduct of power or fertilizer business, were
paid into the general fund of the Treasury in 1946. Simi-
lar excess proceeds of 7 million dollars in 1946 and 10

million dollars in 1947 are indicated by the estimated
budget programs; determination of the amounts of these

proceeds to be paid into the Treasury will be made by the
board of directors in the fiscal years 1947 and 1948,

respectively. The Authority also plans during 1947 to

complete retu-ement of those of its bonds held by the
Reconstruction Finance Corporation.

The Panama Railroad Company is of less significance

as a railroad than as a general service agency for United
States establishments in the Canal Zone. Its operations

extend to commissaries, telephone services, hotels, a
dairy, dock facilities, and a steamship line connecting the

Canal Zone with the United States east coast. Ihese
operations are far more lucrative in the aggregate than
the railway operations, though the latter continue im-
portant for cross-Isthmus transportation. The Company
during the war years has operated as an integral part of

the zone's defenses and military service functions. The
decline of military activity will adversely aflect many
aspects of its business. Despite the reestablishment of

its steamship service and the resumption of tourist traffic,

net income will fall to less than a third of the 1945 level.

The financial position of the Company is excellent.

Even the expenditure of some 6 million dollars in rehabili-

tating its steamers will leave it with substantial cash
reserves. Dividends totaling 5 million dollars will be
paid to the Treasury in the fiscal years 1946 and 1947.

The Inland Waterways Corporation grew out of the
demonstrated needs for an increase of domestic transporta-

tion facilities during and following World War I. In
World War II its operations helped to relieve congested
railway facilities. The Corporation today operates an
obsolete fleet of barges and towboats at heavy cost in the

Mississippi, Illinois, lower Missouri, and Warrior River
Valleys. It offers a common carrier service of some value

to communities along these rivers, but it encounters great
difficulty m securing traffic in the face of sharp competi-
tion. Unless equipment and operating methods are

modernized, the usefulness of the service will gradually

disappear and its deficits increase. The Corporation
proposes, therefore, to expend some 3 million dollars for

new equipment in the fiscal years 1946 and 1947 to be
financed by sales of Government securities from its

portfolio. This would be a mere beginning in the
rehabilitation required to restore the carrier to an econom-
ical operating position.

Of the remaining minor activities, Cargoes Incorporated
has been dissolved and its unexpended funds transferred

to the Reconstruction Finance Corporation. The United
States Spruce Production Corporation is expected to

complete liquidation during the fiscal year 1947 and to

pay off the balance of its funds to the Treasury. Legisla-

tion to divest the Federal Government of its smaU pro-

prietary interest in the Tennessee Valley Associated

Cooperatives, Inc., is now under study. Federal Prison

Industries, Inc., in its 1947 budget program, contemplates

dividend payments to the Treasury of 6 million dollars,

in addition to the 5 million dollars paid in 1946. The
Warrior River Terminal Company, a subsidiary of the

Inland Waterways Corporation, expects to recoup most
of its wartime losses in tonnage and revenues. The
Virgin Islands Company is continumg on the same modest
scale of operations as in earher years.
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Exhibit A

WHOLLY OWNED GOVERNMENT CORPORATIONS

CONSOLIDATED STATEMENT OF SOURCES AND APPLICATION OF FUNDS

(Fiscal years endins June 30, 1945, 1946, and 1947]

1945, actual ' 1946, estimated 1947, estimated

FUNDS APPLIED
To make loans;

To aid agriculture

To aid industry

To other Federal agencies -

To local governments and public bodies - -.

To aid home owners

To aid financial institutions

To contractors and producers, including advances.^-

Other loans, including national defense and Export-Import Bank loans.

, 504, 594, 175

131,361.921

118,905,000

1, 863, 604

36, 846, 338

343, 032, 637

192, 369, 004

To purchase commodities and supplies (stock-piling and procurement programs)

:

Critical and strategic supplies -

Strategic metals and minerals

Rubber-

Food and agricultural products - -

Other-.-

To cost or sales (trading and manufacturing activities).

To pay direct subsidies and contributions;

Food and agricultural subsidies

Other subsidies

Annual contributions to local housing authorities

To make direct payments on agricultural commodity exports

To purchase and improve fixed assets

To acquire and rehabilitate security on defaulted loans _

To purchase investments:

U. S. Government securities

Preferred stock and debentures of banks and trust companies.

To repay borrowings:

To U. S. Treasury-

To the public

To distribute proceeds from surplus property sold by Reconstruction Finance

Corporation as disposal agency

To return funds and pay dividends to U. S. Treasury:

Panama Railroad Company; Dividends

Federal Prison Industries, Inc: Dividends... -

United States Spruce Production Corporation: Return of capital and surplus..

Federal Surplus Commodities Corporation: Distribution of surplus

Federal Farm Mortgage Corporation; Repayment of paid-in capital

Production Credit Corporation: Repayment of paid-in capital. _

Regional Agricultural Credit Corporation; Repayment of paid-in capital

Tennessee Valley .\uthority; Return of surplus proceeds

Inter-American Navigation Corporation; Return of Government funds

Institute of Inter-American Transportation; Return of Government funds

Prencinradio, Inc.: Deposits to miscellaneous receipts

Public war housing program; Deposits to miscellaneous receipts

Homes conversion program; Deposits to miscellaneous receipts

Farm Seciu-ity Administration program: Deposits to miscellaneous receipts...

To operating expenses: >

Direct operating expenses

Administrative expenses..

Interest expense

Miscellaneous charges and expenses.

To claims, indemnities, postwar and other losses:

War damage claims __

Crop insurance indemnities _

.Savings and loan insurance claims and rehabilitation of insured institutions.

Other losses

To ( (or decrease') working capital..

Total funds applied.

$1, 096, 017, 572

386, 387. 015

205, 575, 000

23,929,000

29, 695, 688

3. 273, 822

127, 200, 984

672. 420, 009

3, 222. 660, 590

375, 669. 585

, 596. 544, 357

2, 795, 709, 393

1, 259, 534, 421

216, 574, 965

8, 721, 220

99, 330. 902

269, 130

4. 545, 558, 000

2, 201, 319, 094

50,000

349, 494

6, 700, 000

44, 400, 000

233, 922, 654

62,918,289

124, 718, 160

10, 957, 052

26, 922

492, 652

124, 662

56, 818

, 133. 477

i. 674, 900

1, 691, 063

1. 964, 528

1. 600, 000

I, 483, 925

;, 898, 133

.115,851

, 163, 820

> 877, 094

,116,093

1,051,898

1, 546, 995

I, 041, 754

', 138. 627

1,000,000

4, 439,

1.191,

673, 697

698, 579

', 100. 000

:, 774, 707

50. 000, 000

7, 050, 000

12. 597. 744

175.000

487. 390

975, 000

50, 000, 000

2, 387, 346

276, 710. 973

77, 747, 963

132, 849, 406

64, 553. 825

10, 039. 600

13, 823, 930

4, 146. 000

34, 000

700. 954

•224, 651, 866

18, 784, 016, 054

I, 063, 968

, 233, 623

, 640. 647

2130, 628

:, 088, 278

I, 365, 194

, 372, 276

1,413,903

$1,635,220,116

237,244,000

352,500,000

67, 125, 000

124, 882, 000

15,000

2. 004, 200, 000

167, 627, 404

345, 928, 925

579. 268, 880

1, 403, 676, 500

537, 000. 000

3, 023, 401, 709

75, 902, 412

1,685.000,000

117,477,295

15, 000, 000

1,817.477,296

30, 000. 000

431,216,080

1,917,909

36, 052, 000

2, 000, 000

28, 043, 550

339, 023, 101

2, 720, 000, 000

1,386,112,000

3, 000, 000

6, 225, 293

297, 618

2, 632, 519

40, 000, 000

5, 300, 000

88,125

65. 365, 421

7, 233, 817

2, 053, 900

229,196,526

80, 739, 582

153, 520, 704

61, 395, 485

60, 000. 000

29, 197, 440

7, 853, 000

2, 020, 000

99.070,440

66, 658, 326

' Excludes the public war hou'iing program and the Farm Security Administration program of the Federal Public Housing Authority for which the information was not available

in the manner required for the preparation of a statement of sources and application of funds for the fiscal year 1945.

• Excludes expenses which do not require fimds during the current year (see exhibit B).
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Exhibit A—Continued

WHOLLY OWNED GOVERNMENT CORPORATIONS—Continued
CONSOUDATED STATEMENT OF SOURCES AND APPLICATION OF FUNDS—Continued

[Fiscal years ending June 30, 1946, 1946, and 1947]

FUNDS PROVIDED

Br principal collections on loans:

To aid agriculture -.- -.

To aid industry- -.

To other Federal agencies

To local governments and public bodies

To aid heme owners -

To aid financial institutions

To Great Britain and Northern Ireland

To contractors and producers, including advances

Other loans, including national defense and Export-Import Bank loans.

, 480, 129, 418

277, 753, 249

179, 863, 551

26, 988, 997

424. 710, 867

9, 914, 328

35, 224. 769

356, 791, 793

272, 929, 060

By Bale ofcommodities and euppliee (stock-piling andprocurementprogram):
Critical and strategic supplies

Strategic metals and minerals •.

Rubber ---

Food and agricultural products

Other..

3, 332, 408, 835

178, 861, 730

584, 921, 714

3, 089, 104, 800

By sale of commodities (trading and manufacturing activities)..

By sale of fixed assets

By sale of surplus property by Reconstruction Finance Corporation as disposal

agency.

By sale of security acquired on defaulted loans..

By sale or collection of investments:

U. S. Government secmities

Other investments

7, 585, 297, 079

82,411,708

98, 749, 643

40, 591, 70S

20, 343, 027

85, 046, 552

258, 449, 320

By financing with U. S. Treasury:

Borrowings

Capital and surplus subscriptions:

Smaller War Plants Corporation

Federal Crop Insurance Corporation

Regional Agricultural Credit Corporation..

Export^Import Bank of Washington, D. C.

5, 822, 000, 000

60, 000, 000

By Ijorrowings from private lending agencies.

By operating income:

Sale of services _.

Interest and dividends

Miscellaneous sources and other income.

.

5, 872, 500, 000

979, 796, 102

92,797,424

177, 490, 640

129,520,164

By appropriations (net expenditures)

:

Commodity Credit Corporation

Federal Public Housing Authority:

Public war housing program.

Homes conversion program

Veterans' housing program

Housing corporate program..

Farm Security Administration program.

Tennessee Valley Authority

19, 894, 919

8, 721, 220

$1,434,421,083

196, 846, 022

104, 060. 346

21,425,002

246, 767. 874

28, 917, 615

34, 974, 284

452,117,050

318, 729, 436

By grants and contributions..

285, 381, 020

11,335,635

Total funds provided.

1, 715, 145, 669

480, 458, 545

623, 437, 902

2, 726, 282, 247

68, 280, 000

5, 513, 604, 363

83, 663, 133

378, 621, 192

101, 401, 273

81, 432, 566

30, 000, 000

542, 073

699, 000, 000

6, 213, 281, 536

1, 120, 235, 000

169, 277, 068

138, 766, 347

161, 620, 889

,, 287, 389

1, 517, 406

:, 817, 100

1, 041, 754

•297, 897

I, 648, 000

678, 978, 940

4, 365, 337

, 198, 624

1,811,000

:, 734, 140

1. 224, 000

I, 831. 174

, 364, 200

', 000, 000

,641,762

', 625, 176

262,116,421

290. 578, 687

637, 675, 240

1, 416, 003, 100

454, 826, 000

$2,223,330,076

2, 961, 099, 448

85, 060, 787

587, 478, 653

35, 144, 477

47,315,000

6, 868, 446, 500

419,000

300, 000, 000

191, 997. 687

178, 910, 526

20,416,601

921, 466, 561

•69, 192, 956

•1,213.854

327, 897, 900

15,000,000

•173, 224

36, 672, 000

1,230,346,427

11,991,897
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Exhibit B

WHOLLY OWNED GOVERNMENT CORPORATIONS

CONSOLIDATED STATEMENT OF INCOME AND EXPENSES

[Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated 1947, estimated

Income:

Sales of commodities and supplies;

Agricultural commodities:

Price support program _

Purchase and supply program __

Strategic supplies and materials:

Critical and strategic supplies

Strategic metals and minerals

Rubber_

Commodities from and to occupied countries

Goods manufactured, commissary stores, and other supplies-.

Sales of services:

Electric power

Rail, ship, and barge transportation

Rents:

Public housing projects.

Defense plants and equipment.

Other rental income

Interest and dividends:

On loans

On investments

Insurance premiums:

Crop msurance...

Savings and loan insurance..

War damage insurance

Miscellaneous income.

Total income..

Expenses:

Cost of commodities and supplies sold:

Agricultural commodities:

Price support program

Purchase and supply program

Strategic supplies and materials:

Critical and strategic supplies..

Strategic metals and minerals

Rubber
Commodities from and to occupied countries

Goods manufactured, commissary stores, and other supplies..

Direct operating expenses:

Public housing projects, directly operated

Defense plants and procurement programs

Electric power and transportation

Interest expenses.

Administrative expenses

Contract termination expenses.

Miscellaneous expenses

Subsidies and contributions:

Food
Housing

Other

Keutilization cost of housing transferred under veterans' bousing program,

Insmance losses and claims:

Crop insurance

War damage insurance _..

Losses and charge-offs:

Loss on sale and transfer of public housing projects.

Loss on preclusive operations

Loss on sale of other property

Loss on acquired security

Loans and other receivables charged off

Inventories charged off

Net income (or loes*) before adjustments of valuation reserves..

•Deduct.

$1, 284,

1, 805,

268,333

i, 416, 130

1, 897, 564

1, 861, 730

1, 693, 462

$1, 845, 869, 632

884,114,890

1,733,369,360

480, 458, 545

477, 722, 941

21,280,000

80, 348. 507

i, 733, 987

i, 359, 711

107,115,752

12. 697. 365

22, 693

6,087,324

855, 290

I, 605. 733

i, 915, 885

, 660. 835

i, 209, 440

i, 504, 400

I, 366, 510

i. 526, 360

1, 365, 714, 742

8, 721, 220

214, 809, 055

492, 552

26, 922

133,347

7,111,425

3, 792, 685

16, 036, 810

10,049,086

7, 660, 925

30, 649, 000

13,461,614

109, 805, 792

• 123, 477. 353

340, 313

121, 244, 768

19, 870. 274

9, 553, 720

5, 510, 000

112,853

5, 965, 307

35,877,725

1,875,262,773

874, 586, 248

1,794,088,409

473, 915, 048

627, 837, 278

21.280,000

76. 242, 684

75, 776, 176

63, 553, 621

35. 950, 285

465. 722, 545

131,176,485

75. 023. 414

2. 732, 591

41.910,095

;. 551, 898

1,041.754

I, 370, 043

1, 823, 950

1,039,600

,609,200

770, 600

, 215, 863

:, 970. 648

1, 867, 239

1,278,048

15.176,573

29, 380, 463

175, 279, 982

121, 804, 307

83, 050, 782

31, 700, 652

68,545,410

2, 015, 963. 695

19, 826, 700

$965, 364, 637

490, 581, 000

222, 390. 254

290, 578, 687

494, 379, 640

420, 000, 000

56, 267, 350

31, 575, 000

17, 316, 150

104, 435, 640

171,550,000

352, 500

167, 217, 211

12,607,021

32, 441, 600

5, 770, 000

1, 146. 508, 637

490, 431, 000

298, 105, 696

350, 379. 651

53.5, 774, 721

420, 000, 000

48, 4.59, 375

68, 925, 816

62,021,331

37, 660, 188

1, 725, 000, 000

16. 000. 000

117,077,295

29, 197, 440

60,000,000

143,072,333

128, 567, 860

1, 137, 153, 178

1,489,243

31,899,638

72, 676, 136

38,211,600

91, 817, 931

3, 288, 058. 980

158, 607, 335

153, 419, 656

81,374,582

66, 696, 243

87,687,984

1, 857, 077, 295

412,889,300

7, 710, 366, 193
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Exhibit B—Continued

WHOLLY OWNED GOVERNMENT CORPORATIONS—Continued

CONSOLIDATED STATEMENT OF INCOME AND EXPENSES—Continued

[Fiscal years ending June 30, 1945, 1946, and 1947]
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Exhibit C

WHOLLY OWNED GOVERNMENT CORPORATIONS

CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

[As of June 30, 1944, 1945, 1946, and 1947]

ASSETS
Loans reetolTable;

Loans to aid home owners

Loans to aid agriculture -

Loaas to aid industry

Loans to foreign governments

Loans to local povernments and public bodies

Loans to aid financial institutions

Loans to other Federal agencies

National defense loans

Less: Reserve for losses -

Net loans receivable .

Land, stnictnres, and equipment:

Defense plants, equipment, and facilities

Rubber plants and eQuipment _,-

Public-housing projects _ _

Dams for power, navigation, and flood control-

Electric generating plants and equipment

Leasehold improvements on housing projects

Steamships, barges, dnclis, piers, and appurtenances..

Railroads and appurtenances-

Manufacturing plants and equipment

Other plants and equipment

Construction in progress _.-

Less: Reserve for depreciation and amortization.

Net, land, structures, and equipment.

Commodities, supplies, and materials:

Agricultural commodities held for sale...

Strategic metals anl minerals

Metals and minerals declared surplus for permanent stock pile..

Critical and strategic supplies

Rubber, guayule, etc

Other commodities held for sale

Materials and supplies held for use .-

Less: Reserve for valuation—
Net, commodities, supplies, and materials.

Appropriated funds

Investments:

U. S. Government securities

Preferred stoclis and debentures of banks and trust companies..

Stocks and bonds of agricultural organizations

Stocks of savings and loan associations

Capital stock of Federal home loan banks

Other investments ---

Less: Reserve for losses

Net investments..

Accounts and notes receivable

Accrued assets

Advances to contractors and agents.

Acquired security and collateral

Less: Reserve for losses..

Net acquired security and collateral.

Deferred charges. ._

Deferred and undistributed debits

Other assets:

Loans guaranteed

.

Other assets (net).

Total other assets..

Total assets

;, 671, 736, 860

., 185. 609, 248

504, 909, 440

449, 970, 458

156, 792, 251

84, 305, 240

410,591,995

441, 250, 248

•104, 489. 961

I, 575, 779

1,123,649,171

10, 376, 544

257, 525, 946

433, 489, 5M
110,667,095

83, 720, 873

40. 783. 626

18, 987, 101

15,822,779

85, 785, 215

188, 243, 972

•111,841,570

1,384,101,568

599, 270, 999

430, 161, 691

87, 622, 174

10, 715, 023

69, 941, 439

•53, 468, 310

487, 437, 558

69. 878, 405

358, 290, 680

316. 397, 987

236, 249, 943

46, 629. 250

124. 741. 000

5, 689, 662

•290, 500

1, 063, 839, 724

67, 365. 685

642. 507. 201

81. 364. 326

•3, 238, 793

78, 125, 533

3, 685. 741

200. 965. 149

79,716,226

382,513,429

$1. 312. 856, 221

1, 002, 582, 624

343, 982, 658

406, 975, 133

132, 488, 372

73,024,019

347, 572, 393

337, 043, 467

•85,485,672

$1, 101, 680, 270

679, 878, 621

502. 263. 925

907. 000. 849

127. 521. 366

47. 733. 679

446. 787. 047

150, 225, 043

•71.431,606

3.871.039.215 3. 791. 059. 186

6, 763, 489, 249

10, 319, 729

1,834,410,673

606, 602. .635

128, 273. 275

90. 270. 415

40. 778. 632

18. 951, 185

17, 473. 264

86. 313. 230

29, 790, 028

•373, 420, 008

6, 599, 400, 000

672, 485, 928

1,825,197,317

627, 152, 636

133. 563. 275

81, 639. 475

41,540,000

18, 956, 218

20. 148. 184

94. 463. 769

30. 090. 283

•312. 648, 190

9, 253. 252. 207 8,831,878,784

1, 190, 621, 388

396, 052, 942

627, 134, 000

118,062,131

7, 677, 269

62, 372, 498

•34, 182, 070

552, 051, 100

478, 290, 154

123, 290. 152

111.649.299

144.515.916

10,580,811

92,716,011

•40, 000, 000

350, 394. 979

243, 177, 943

383, 509, 041

261, 171. 161

65. 847. 686

26. 232. 950

124. 509. 900

10. 135. 542

•147.200

283. 421, 174

463, 990, 972

372, 383, 469

200, 844, 265

47, 904. 215

18. 233. 000

138. 651. 200

12. 135. 912

•134,400

861, 259. 079 775. 017. 661

1, 262. 387, 586

49, 179, 482

761, 965, 157

425, 389, 066

52, 783, 086

180. 524, 865

42, 537, 144

•1, 483, 408

32, 309, 100

•1, 293, 982

41, 053, 736

3, 293, 424

206,443,111

79, 180, 902

46, 929, 334

31,015,118

2. 798. 723

49. 917. 036

79. 180. 902

16. 847. 986

19, 396, 794, 312

$1, 001, 617, 296

657, 107, 671

658, 021, 925

2, 810, 000, 849

148, 366, 356

47, 669, 479

672, 280, 407

56, 622. 809

•66, 878, 399

5, 984, 608, 393

4, 036, 900, 000

679, 986, 928

1, .398, 605, 062

635, 032, 535

141,063,275

63, 943, 315

44, 274, 000

18,956.218

27. 919. 184

85. 804. 350

41.690.283

•367, 736, 261

6, 806, 437. 879

355, 629, 938

144, 920, 863

470, 147, 026

160,000

179,665,949

9,146,811

170, 564, 236

•60, 000. 000

386. 307. 775

211.733.364

367, 620, 330

168. 194. 265

42. 069. 815

14. 333. 000

122. 651. 200

13, 740, 912

•34,000

728, 575, 522

341, 717, 289

81,387,311

137, 685. 546

36. 103, 425

•1,712,163

34, 391, 262

2, 599, 847

34, 379, 129

79, 180, 902

9, 889, 597

•Deduct.
1 Eicludes the public war housing program and the Farm Security Administration program of the Federal Public Housing Authority for which the information was not avail-

able In the manner required for the preparation of a statement of financial condition as of June 30, 1944.
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Exhibit C—Continued

WHOLLY OWNED GOVERNMENT CORPORATIONS—Continued

CONSOLIDATED STATEMENT OF FINANCIAL CONDITION—Continued

[As of June 30, 1944, 1945, 1946, and 1947]
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Exhibit A-1

CORPORATIONS ENGAGED IN AIDS TO INDUSTRY
{Reconstruction Finance Corporation, Federal National Mortgage Association, Rubber Development Corporation, The RFC Mortgage Company,

U. S. Commercial Company, War Damage Corporation, and Smaller War Plants Corporation)

CONSOLIDATED STATEMENT OF SOURCES AND APPUCATION OF FUNDS
[Fiscal years ending June 30, 1945, 1946, and 1947]

FUNDS APPUED
T» make leans:

To aid industry

To other Federal agencies

To local governments and public bodies

To aid home owners-. --.-

To aid financial institutions -,.....

To contractors and producers, including advances

Other loans, including national defense

Cost of acquiring and improving security on defaulted loans-.

To purchase conunodities and supplies (stock-piling and procurement programs)

:

Critical and strategic supplies- _ _

Strategic metals and minerals

Rubber .._ _.

Other -

To cost of sales (trading actlvhies)

To purchase and improvement of fixed assets

To purchase investments;

Preferred stock and debentures of banks and trust companies.

U. S. Government securities..

To retire notes payable to U. S. Treasury..

To pay subsidies:

Food
Other

To distribute proceeds from surplus property sold by Reconstruction Finance

Corporation as disposal agency..

To operating expenses:'

Direct operating expenses _.

Administrative expenses

Interest expense

Miscellaneous charges and expenses

To pay war damage insurance claims

! (or decrease') working capital..

Total funds applied..

FUNDS PROVIDED
By principal collections on loans;

To aid industry.

To other Federal agencies.

To local governments and public bodies..

To aid agriculture

To aid home owners

To aid financial institutions.

To Great Britain and Northern Ireland..

To contractors and producers

Other loans, including national defense...

By sale of commodities and supplies (stock-piling and procurement program)

:

Critical and strategic supplies

Strategic metals and minerals

Rubber
Other >

By sale of commodities (trading activities)

By sale of fixed assets

By saleof security acquired on defaulted loans

By sale or collection of investments;

Preferred stock and debentures of banks and trust companies.

U. S. Government securities...

Securities of otBerGovemment agencies _ __

By financing with U. S. Treasury:

Borrowings

Sale of capital stock

By sale of surplus property s

By operating income:

Interest and dividends.

Miscellaneous income..

Total funds provided

.

$131,361,921

121, 770, 000

1, 8fi3, 604

35, 487, 777

343, 032, 637 -

158, 672, 358

6,831,274

3, 222, 660, 590

375, 569, 585

696, 644, 367

269, 130

4,011,400

4, 194, 774, 532

10, 382, 859

667,831,992

4, 280, 530

966, 540, 000

626, 157, 701

215, 574, 965

163, 537, 827

31, 120, 518

87, 024, 914

7, 079, 706

288, 762, 964

26,922

•197,194,642

277, 763. 249

186, 082, 727

26, 988, 997

121, 530

130. 463, 876

9, 914, 328

35, 224, 769

366, 357. 793

231,440,440

;, 332, 408, 835

578, 861, 730

584,921,714

, 496, 192. 279

11,572,032

84, 207, 948

55, 495, 956

728, 600

2, 329, 060

1,383,000.000

.60, 000, 000

1, 433, 000, 000

40, 691, 708

86, 240, 606

128, 008, 294

7, 605. 273, 587

1946, estimated

1, 261. 133, 477

646, 674, 900

563,691,003

108, 600, 000

926, 444, 098

263, 546, 995

153,024,233

35, 623, 459

99.146,680

63, 184, 751

2, 660, 099, 440

20, 512, 718

320. 642, 246

2.000,000

390, 391, 697

1, 189, 991, 093

62, 413, 903

360, 978, 123

10, 039, 6C0

196. 846, 022

128, 189, 346

21.425.002

24, 405

30. 208. 720

28, 917. 616

34. 974. 284

452, 117, 0.60

266, 136, 236

1,715,145,669

480, 458, 646

523, 437, 902

68, 280, 000

2,787,322,116

10,336,068

312,942.893

62. 326. 896

27, 096, 800

177, 162, 200

1. 261, 439, 463

118,127,060

65, 591, 958

169, 607, 615

6, 147, 865, 683

1947, estimated

$237, 244, 000

352, 600, 000

67, 125, 000

53, 020. 000

15.000

4,200.000

220.000

167, 627, 404

345, 928, 926

579, 268, 880

637, 000, 000

1,000,000,000

117,477,295

110, 223, 410

36, 918, 000

117,785,138

60, 258, 854

99,811,000

162, 100, 000

36. 224. 000

24.000

10. 982. 000

1. 364. 200

37. 000, 000

31, 641, 762

67, 289, 746

262,116,421

290, 578, 687

637, 675. 240

454, 826. 000

3, 933, 400

34, 650, 000

62, 510, 749

19,065.746

1, 619, 725, 209

300,000

46, 880, 000

325, 185, 402

60,000,000

7, 063, 152

1, 545, 096. 348

50,000

403, 700, 608

3,881,965,068

' Excludes expenses which do not require funds diuing current year (see e.xbibit B-1).
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Exhibit B-1

CORPORATIONS ENGAGED IN AIDS TO INDUSTRY

(Reconstruction Finance Corporation, Federal National Mortgage Association, Rubber Development Corporation, The RFC Mortgage Company,
U. S. Commercial Company, War Damage Corporation, and Smaller War Plants Corporation)

CONSOLIDATED STATEMENT OF INCOME AND EXPENSES

[Fiscal years ending June 30, 1946, 1946, and 1947]

1947, estimated

Income:

Sale or commodities and supplies:

Critical and strategic supplies

Strategic metals and minerals

Rubber
Commodities from occupied countries..

Other commodities and supplies

Rental income on defense plants and equipment.

Interest and dividends;

Loans

Investments

War damage insurance premiums.

Miscellaneous income

Total Income..

Expenses:

Cost of commodities and supplies sold:

Critical and strategic supplies

Strategic metals and minerals

Rubber -

Commodities from occupied countries.

Other commolities and suppUes

Operating expenses of defense programs

Loss on preclusive operations

Inventories charged o3
Contract termination expense - -

Loss on property sold as surplus

Depreciation on plant and equipment

Adjustment of prior years' depreciation, rubber program.

Subsidies:

Food..

Other.

War damage insurance:

Agents' fees and commissions .

Loss claims paid

Interest on notes payable to U. S. Treasury.

Administrative expenses

Loans receivable charged ofl

Miscellaneous expenses

Total expenses..

Net loss* before adjustment of valaation resetres..

Adjustments of valuation reserves:

Reserve for losses on loans and other receivables

Reserve for losses on other assets

Total adjustments of valnation reserves..

Net loss* for the year

Less: Net loss* applicable to servicing assets and liabilities of Smaller War
Plants Corporation

Net loss* carried to surplos..

$3,322,897,664

678, 861, 730

682, 693, 462

84, 134, 601

2, 480, 393

626, 157, 701

214, 809, 055

95,800

26, 922

, 496. 024, 788

2, 803, 268

86, 614, 894

855. 290

28, 601, 261

2,981,660,835

626, 209, 440

665, 604, 400

4, 183, 747, 534

133, 560, 047

7,111,425

7, 660, 925

2, 674, 074

626, 435

122, 722

93, 483, 239

38, 650, 708

7, 340, 662

•17, 235, 796

•126, 112, 000

•1,072,083,884

$1, 733, 369, 360

480. 458, 545

477, 722, 941

21, 280, 000

16, 336, 058

$2, 729, 166. 904

•123,477,353

43, 245, 796

12,995,056

926, 444, 098

262, 370, 043

42, 489

10, 039, 600

66, 240, 852

112, 853

23, 849, 281

2, 685, 892, 537

1, 794, 088. 409

473,915,048

627, 837, 278

21, 280, 000

20, 512, 718

2, 837, 633, 453

189, 053. 762

770, 600

158, 278, 048

28,111,123

448, 215, 863

, 000, 024

i, 600. 241

10, 082, 089

88, 100, 581

40,941,730

38, 698, 259

6, 862, 405

•2, 225, 069, 300

•2, 210, 784, 109

•1, 357, 343

$222, 390, 254

290, 678, 687

494, 379, 640

420,000,000

60,000

68, 384, 834

4, 943. 631

298, 106, 696

350, 379, 651

635, 774. 721

420, 000, 000

300, 000

1,000,000,000

117,077,295

20, 090, 270

60,000,000

1, 400, 000

125,112,000

$1, 427, 398, 681

171,660,000

1,604,660,068

62, 021, 331

128, 567, 850

72, 676, 136

61, 550, 000

1, 136, 163, 178

80,090,270

117, 785, 138

37, 653, 000

30, 502, 813

14, 495, 640

•2,684,473,601

•2, 902, 608
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Exhibit B-1—Continued

CORPORATIONS ENGAGED IN AIDS TO INDUSTRY—Continued
{Reconstruction Finance Corporation, Federal National Mortgage Association, Rubber Development Corporation, The RFC Mortgage Company,

U. S. Commercial Company, War Damage Corporation, and Smaller War Plants Corporation)—Continued

ANALYSIS OF UNRESERVED SURPLUS OR DEFICIT

1947. estimated

Balance at beginning of year:

Deficit* irom war activities

Earned surplus from lending activities

Net loss* for the year (above)

Deficit of Smaller War Plants Corporation at time of merger (transferred to "Other

liabilities")

Adjustments of surplus reserves:

Reserve for self-insurance

Reserve for contingencies _

Balance at end of year;

Deficit* from war activities

Earned surplus from lending activities

•$980, 499,

!

397, 524,

1

•1,962,1

•2, 397,

:

'$2,126,413,631

466, 999, 362

4,325,912,133

483,440,013

•$582,

!

*1,072,(

•$1,669,419,269

•2, 209, 426, 766

•$3, 842, 472, 120

•2, 581, 570, 893

204, 493

1, 897, 363

•2,126,418,631

466,999,362 •1,659,419,269

•4, 325, 912, 133

483, 440, 013 ^3, 842, 472, 120

•6,934,021,186

609,978,173
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Exhibit C-1

CORPORATIONS ENGAGED IN AIDS TO INDUSTRY

(Reconstruction Finance Corporation, Federal National Mortgr.qc Association, Rvbber Development Corporation, The RFC Mortgage Company,
U. S. Commercial Company, War Damage Corporation, and Smaller War Plants Corporation)

CONSOUDATED STATEMENT OF FINANCIAL CONDITION
|A5 of June 30, 1944, 1946, 1946, and 1947]

Loans receivable:

Loans to aid industry

Loans to other Federal agencies

Loans to local governments and public bodies.

Loans to aid agriculture.

Loans to aid home owners

Loans to aid financial institutions.

Loan to Great Britain and Northern Ireland..

National defense loans ._

Less: Reserve for losses

Net loans receivable..

Plant and equipment:

Defense plants

Rubber program

Other plant and equipment

Less; Reserve for depreciation and amortization.

Net plant and equipment

Commodities, supplies, and materials:

Metals and minerals declared surplus for permanent stock pile..

Critical and strategic supplies

Strategic metals and minerals

Rubber, guayule, etc..

Other materials and supplies

Total commodities, supplies, and materials

Investments:

Preferred stocks and debentures of banks and trust companies..

U. S. Government securities

Tennessee Valley .Authority bonds

Federal Housing Administration debentures

Other investments.

Totafinvestments

Proprietary interests in other Government corporations:

Capital stock of Federal home loan banks

Preferred stock of Export-Import Bank of Washington

Total proprietary interests in other Government corporations.

Cash
Advances to contractors and agents. .

Accounts and notes receivable

Accrued asse ts

Acquired security on delaulted loans.

Deferred and undistributed debits..

-

Other assets.

Total assets.

UABIUTIES
Notes payable to U. S. Treasury

Accounts payable

Accrued interest payable ,_

Trust and deposit liabilities

Deferred and undistributed credits..

Other liabilities

Total liabilities..

CAPITAL

Paid-in capital: Capital stock: Owned by U. S. Government..

Surplus or deficit:*

Reserve for seU-lnsurancc
.

Reserve for contingencies

Deficit* from war activities

Earned surplus from lending activities _

Net deficit*

Net capital _,

I, 909, 440

!, 449, 481

1, 133, 675

399, 409

), 745, 907

i, 305, 240

',112,239

., 250, 248

$343, 982, 668

404, 136, 753

129, 128, 496

277, 878

51, 030. 189

73, 024, 019

271, 887, 470

337, 029, 109

*1, 097, 065

$502, 263, 925

481,880,407

126, 665, 832

253, 474

30, 304, 089

47, 733, 679

241, 913, 186

150,195,043

2, 100, 305, 639 1,609,399,507 1,581,209,635

26, 064, 786

•1,716.553

6, 763. 489, 249

10, 319, 729

35, 402, 159

•232, 425, 594

6, 599, 400, 000

672, 485, 928

53,909,124

•154, 245. 674

6, 676, 785, 543 6, 171, 549, 378

430, 161, 691

599. 270, 999

87, 622, 174

58. 473, 470

627, 134, 000

396,052.942

118, 662, 131

50, 845, 303

123, 290, 152

111,649,299

478, 290, 154

144,615,916

81, 318, 109

939, 063, 630

316, 397, 987

71, 769, 200

6, 300, 000

1, 690, 300

4, 099, 362

261, 171, 161

75, 052, 000

4, 300. 000

6, 035, 150

4, 100, 392

200, 844, 265

47, 966, 200

2, 000, 000

8, 036, 650

4, 099, 362

400, 156, 849 350, 658, 703 262, 935, 377

I, 741, 000

^ 000, 000

124, 509, 900

174, 000, 000

, 741, 000

, 814, 907

., 001, 224

;, 321, 709

, 642, 407

1, 172, 805

I, 309, 311

,418,829

298, 509, 900

158,583,117

694,401,870

673, 809, 927

26.215,927

33,015.663

201, 546, 164

46, 356, 650

123, 651, 200

46, 047, 728

97, 110, 378

90, 047, 046

33, 996, 466

25, 884, 873

47,730,716

16, 283, 398

U, 673, 186, 968 i, 436, .509, 814

8, 692, 487, 124

347, 708, 660

41,439.314

671, 444, 437

1, 979, 766, 388

22, 775, 863

9, 019, 947, 124

1,006,415,764

46, 726, 226

366, 786, 892

2, 404, 323, 514

24, 296, 219

120, 397, 061

56, 398, 337

198, 362, 692

2,360,116,317

198, 913, 926

11,655,621,686

602, 753

125,037,619

•980, 499, 969

397, 524, 879

•457,434,718

12, 866, 495, 739

2, 465, 698

127,434,969

•2,126,418,631

466, 999, 362

•I, 529, 618, 602

12,826,183,123

2,261,205

125,537,606

•4,325,912,133

483, 440, 013

•3, 714, 673, 309

$658, 021, 925

672, 280, 407

147, 566, 832

229, 474

46, 702, 089

47, 569, 479

204, 913, 186

66, 492, 809

1, 832, 776, 201

4, 036, 900, 000

679, 986, 928

46, 213, 386

•197,827,987

4, 565, 271, 327

470, 147, 026

150, 000

144, 920, 863

179, 665, 949

159, 997, 334

954, 881, 172

168, 194, 266

47, 955, 200

9, 641, 550

4, 099, 362

122,651,200

46,911,263

64,593,511

96. 771, 264

49, 472, 654

26, 132, 973

32, 192, 809

9, 326, 260

11, 264, 476, 390

185, 664, 762

64, 783, 808

115,690,618

2, 174, 468, 407

196,031,318

2, 261, 206

125, 537, 606

•6,934,021,186

609, 978, 173

•6, 296, 244, 202

•5, 971, 244, 202
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Exhibit A-2

CORPORATIONS ENGAGED IN AIDS TO HOUSING

{Federal Savings and Loan Insurance Corporation, Home Owners' Loan Corporation, Defense Haines Corporation, and Federal Public Ho^^sing
Authority, including public housing projects financed from appropriated funds)

CONSOLIDATED STATEMENT OF SOURCES AND APPLICATION OF FUNDS

(Fiscal years ending June 30. 194S, 1940, and 1947]

1946, estimated 1947, estimated

FUNDS APPUED

To construct and develop public housing projects

To make loans: To local housing authorities , _

To pay annual contributions to local housing authorities

To pay savings and loan insurance claims and contributions to insured institntions.

To operating expenses:

'

Direct operating expenses -

Disposition expenses of war housing projects

Maintenance of acquired security

Cost of commodities sold ---

Interest expense -.

Nonadministrative expenses

Administrative expenses

Miscellaneous expenses..

To rehabilitate acquired properties

To purchase investments:

U S. Government securities

To retire bonds and notes payable:

Held by TJ. S. Treasury

Held by Reconstruction Finance Corporation..

Held by public

Toretnrn Government funds: General fund receipts deposited into U. S. Treasury,

To increase (or decrease*) working capital

Total funds applied _

FUNDS PROVIDED

By sale of public housing projects

By principal collections on loans

By operating income:

Income from public bousing projects

Interest income.

Insurance premiums and admission fees ._

Sale of commodities.

Other income

By sale of acquired security

By sale of investments:

U. S. Government -securities... .-

Shares of saving and loan associations

By borrowings:

From U. S. Treasury..

From Ecconstruction Finance Corporation

By appropriations (net)

:

Expenditures from appropriation

Less: Appropriation receipts and reimbursements.. _

Total funds provided

138, 642, 395

1,358,561

8,721,220

124,662

$185,380,572

11, 237, 236

8,041,754

4, 146, 000

$19, 164, 701

49, 475

956, 104

4S0, 620

20, 164. 133

96.000

11.305.106

171,322

$59, 434, 603

6, 673, 200

117.000

322, 000

15, 089, 8(57

154.400

19, 556, 558

144, 149

$46, 220. 990

26, 692. 800

65.000

12, 514, 257

118.000

23. 350, 749

42. 500

339, 018, 000

3, 379, 474

803, 045, 975

62, 387, 461

1,753,044

1, 145, 443, 449

61, 263, 328

247, 982, 000

21, 829, 000

9, 000, 000

101, 491, 717

1, 482, 000

278,811,000

52, 387, 346

•28, 880, 322

200, OOn, 000

35, 093, 360

1, 000, 000

34, 781,

;

61, 770.

:

6, 087,

;

1, 415, 223

294, 246, 992

103, 419, 250

2, 015, 741

109, 617, 421

61,928,936

6, 510, 000

5(M, 000

C62, 293

66, 756, 569

216, 549, 164

168, 182, 660

1, 666, 000

104, 226, 337

43, 778. 020

5, 770, 000

4, 163, 712

20, 296, 100

1,500,000

8, 000, 000

5. 863. 000

3, 900, 000

764, 000, 000

2, 296, 000

40.686,969

11,969,830

243. 639, 691

74, 308, 751

423, 799. 719

151,481,853

$336, 421, 914

71, 862, 000

15,000,000

7, 863, 000

108, 994. 296

1.355,000

236, 093, 360

64, 653, 138

7, 046, 963

181. 132, 063

239, 849, 174

154,444,668

1, 550, 000

•Deduct. »

• Excludes the public war housing program and the Farm Security Administration program of the Federal Public Housing Authority for which the information was not available

in the manner required for the preparation of a statement of sources and appMcation of funds for the fiscal year 1946.

' Excludes expenses which do not require timds during current year (see exhibit B-2).
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Exhibit B-2

CORPORATIONS ENGAGED IN AIDS TO HOUSING

{Federal Savings and Loan Insurance Corporation, Home Owners' Loan Corporation, Defense Homes Corporation, and Federal Public Housing
Authority, including public housing projects financed from appropriated funds)

CONSOLIDATED STATEMENT OF INCOME AND EXPENSES

[Fiscal years ending June 30, 1945, 1946, and 1947]

1947, estimated

Income:

Income from public housing projects;

Directly operated _ _

Leased (net)

Savings and loan Insurance premiums and admission fees

Rents on acquired security.

Sales of commodities and services..

Interest and dividends:

Interest on loans

Interest and dividends on investments...,

Profits on investments sold

Miscellaneous income

Total income...

Expenses:

Operating expenses of public housing projects; Directly operated

Depreciation and amortization;

Housing projects

Office buflding and equipment .•

Maintenance and operation of acquired property

Cost of sales of commodities and services

Administrative expenses

Nonadministrative expenses

Interest expense..

Loans receivable charged off ,

Losses on acquired security..

Losses on sale of public housing projects

Losses on leaseholds canceled

Annual contributions

Cost of war housing reused for veterans' housing program

Reutilization cost of housing transferred..

Miscellaneous expenses.

Total expenses

Net profit (or loss*) before adjustment of valuation reserves

Adjustments of valoation reserves:

Reserve for losses on loans

Reserve for losses on accountTeceivable

Reserve for losses on acquired security

Total adjustments of valuation reserves _

Net income (or loss*) for the year

$90, 749,

:

39, 610,

'

57, 140, 319

4, 832, 402

15, 274, 950

83,245

13,440,615

•21,989

86, 319

S130, 265, 609

6, 087, 324

938, 446

893, 445

61, 972, 721

265, 978

844, 930

15, 358, 201

956, 104

480, 620

17, 386, 349

96,000

20, 164, 133

37, 628

15, 258, 129

133, 347

58. 617

8, 721, 220

$85, 553, 796

24, 251, 990

47,343,011

4, 585, 925

15, 075. 510

68,600

170. 904

•9, 780

•330. 480

$109. 805, 792

6, 610. 000

114,000

564,000

51,928.936

661. 287

15. 134. 110

117,000

322. 000

19, 556. 658

164, 400

15, 089, 807

11.000

2. 640. 300

23. 409, 200

3. 689, 429

8, 041. 754

88. 200. 000

19. 825. 700

139. 965

256,931,889

$70, 477, 760

33, 967. 890

39. 246, 376

4, 632, 645

12, 094, 4a5

71,000

•1, 145. 000

•10. 000

•665. 000

$104. 435, 640

6,770.000

60,000

43, 778, 020

670, 749

12. 166, 435

65,000

23, 350. 749

118.000

12, 514. 267

10.000

1, 427, 540

101, 143. 733

5, 146. 243

15, 000. 000

41,928.600

412, 889. 300

16, 000

672. 696. 238

ANALYSIS OF UNRESERVED SURPLUS OK DEFICIT
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Exhibit C-2

CORPORATIONS ENGAGED IN AIDS TO HOUSING

{Federal Savings and Loan Insurance Corporation, Home Owners' Loan Corporation, Defense Homes Corporation, and Federal Public Housing
Authority, including public housing projects financed from appropriated funds)

CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

(As of June 30, 1944, 1945, 1946, and 1947]
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Exhibit A-3

CORPORATIONS ENGAGED IN AIDS TO AGRICULTURE

(Commodity Credit Corporation, Federal Crop Insurance Corporation, Federal Surplus Commodities Corporation, Federal Farm Mortgage Cor-
poration, Federal Intermediate Credit Banks, Production Credit Corporations, and Regional Agricultural Credit Corporation)

CONSOLIDATED STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 1945. 1946, and 1947]

1946, estimated 1947, estimated

FUNDS APPLIED

To make loans: To aid agriculture

To rehabilitate security acquired on defaulted loans

To purchase commodities (stock-piling and procurement program)

:

Price support program:

Basic commodities

Steagall commodities _

Other commodities.. -

Carrying ciiarges...

Supply program:

Purchases

Carrying charges

Foreign purchase program—purchases ,

To cost of sales (other than stock-piling and procurement)

To pay subsidies:

Dairy production payments

Other noncrop operations

Operation on a crop-year basis

Adjustments to prior-year activity

To direct commodity esport payments

To interest expense

To administrative expenses

To payments for losses, indemnities, and claims

To miscellaneous expenses

To purchase investments: U. S. Government securities

To purchase flxed assets

To retire outstanding obligations:

Borrowings from U. S. Treasury

Disaster Loan Corporation

Private lending agencies

To return Government funds:

Repayment of paid-in capital- —
Payments to general fund.

To increase (or decrease*) working capital.

Total funds applied

FUNDS PROVIDED

By collections of principal of loanp

By sale of security acquired on defaulted loans

By sales of commodities (stock-piling and procurement program)

:

Price support program:

Basic commodities _,

Steagall commodities

Other commodities.-

Supply program

Foreign purchase program

By sales (other than from stock-piling and procurement program).

.

By crop insurance premiums

By in terest income

By other income

By Bale of investments:

U. S. Government securities

Other investments _.

By sale of fixed property

By borrowings:

From U, S. Treasury

From Disaster Loan Corporation
,

From the public.

By capital and surplus subscriptions

By appropriations:

For restoration of capital

For postwar price support of agriculture

By subsidies from Defense Supplies Corporation

Total funds provided
,

1, 504. 594, 176

2, 579, 502

$1, 096, 017, 572

729, 432

$1. 635, 220. 116

342,909

$719, 7110, 936

344. 256. 958

26S, 946, 440

91, 232, 526

., 190. 643, 089

109, 992, 414

70, 937. 031

$546, 250, 000

539, 754. 800

343. 106. 828

86, 127, 700

450. 739. 600

40, 069. 200

103. 916, 500

$139, 350, 000

518, 593, 000

238, 300. 000

29. 239, 000

357. 210, 500

19. 466. 000

101.518.000

532, 253. 665

100. 324. 407

614, 578

184, 070

1, 251, 000. 000

839, 702

,398,273,119

51. 100, 000

349, 494

795, 709, 393

669, 736

633, 376, 720

993. 084

19. 469, 200

18,011,923

492, 562

3, 535, 574

78, 468, 608

1,794,334

51, 449, 494

29, 378, §24

496. 500. 000

104. 895. 800

162. 212. 000

2. 109. 964. 528

3, 431, 705

763, 607, 800

260. 628

19, 786, 192

19, 402, 370

13, 823, 950

869, 467

79, 002, 627

515, 000, 000

60,000,000

120.000,000

3, 801. 300. 000

1. 182. 698. 579

2, 620, 000, 000

1,385,112,000

57, 050, 000

13, 676, 192

1,403,676,500

29, 942, 437

685,000,000

30, 000, 000

16, 650, 809

16, 666, 494

29, 197, 440

512, 328

26, 175, 000

499, 069

47, 932, 519

•48, 152, 434

728, 733, 448

326,837,175

228,688,009

., 730, 120, 929

74, 715, 239

76, 854, 060

180, 328, 214

3, 685, 000, 000

670, 000

979, 796, 102

1,480,007,888

5, 767, 880

3, 089, 104. 800

679, 663

80, 57C

28,'610, 487

478, 244

257,182,274

6,972,146

4, 665, 366, 102

600,000

1, 223, 784, 334

358, 785, 782

259, 597, 241

737, 204, 819

146.910.071

71,551,770

7, 943, 470

1, 434, 396, 678

2, 318, 979

726, 282, 247

3, 702. 275

9, 553. 720

25, 576. 319

1, 249, 583

79, 496, 240

6, 458, 997

4, 342, 535, 000

30,642,073

9,162,110,111

308, 417, 000

386, 198, 600

230, 806, 600

383, 731, 600

106, 849, 500

25, 654, 000

5, 735, 000

1, 614, 174, 624

602, 798

1, 416. 003, 100

29, 942, 437

32,441.600

25, 301, 922

579, 145

31, 389, 000

1, 600, 000

3, 804, 965, 000

419,000
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Exhibit B-3

CORPORATIONS ENGAGED IN AIDS TO AGRICULTURE

(Commodity Credit Corporation, Federal Crop hisurance Corporation, Federal Surplus Commodities Corporation, Federal Farm Mortgage Cor-

poration, Federal Intermediate Credit Banks, Production Credit Corporations, and Regional Agricultural Credit Corporation)

C0N90UDATED STATEMENT OF INCOME AND EXPENSES

[Fiscal years ending June 30, 1945, 1946, and 1947]

1946, estimated

Income:

Sale of commodities:

Price support program

Supply program

Foreign purchase program..

Interest and dividends:

Loans -

Investments

$1, 284, 268, 333

1, 730, 700, 891

74, 715, 239

$1, 845, 869, 632

737, 204, 819

146, 910, 071

$955, 364, 537

383, 731, 500

106, 849, 500

23, 566, 207

5, 050, 113

22, 716, 199

2, 818, 921

22, 497, 342

2, 800, 670

Crop insurance premiums

—

Loan and other fees --

Profit on sale of investments.

M iscellaneous income -

28, 616, 320

22, 693

169, 346

5, 470, 100

77, 491

25, 535, 120

9, 553, 720

117, 127

3, 035, 673

1, 138, 852

25, 297, 912

32, 441, 600

24,700

316,000

656, 110

Total income.. 3, 124, 040, 413

Expenses:

Cost of commodities sold:

Price support program

Supply program

Foreign purchase program..

1, 189, 605, 733

1, 733, 002, 479

73. 913, 406

1, 875, 262, 773

737, 117, 177

137, 469, 071

1, 145, 508, 537

383, 581, 500

106, 849, 600

Interest eipense

Administrative expenses

Other operating expenses

—

Crop insurance losses

Depreciation on fixed assets.

Subsidies:

Direct payments

Loss on sales

633, 376, 720

106, 180, 321

Commodity export losses...

Loans and other receivables charged off-

Investments charged off..

Loss on sale of fixed assets —
Loss on acquired security

Miscellaneous expenses and losses

;, 996, 621, 618

19, 469, 200

16, 505, 615

3, 331, 432

492, 552

3, 650, 828

739, 657, 041

3,944,691

2, 669, 679

125, 764

3, 266, 250

778, 681

609,134

763, 607, 800

55, 500, 000

2, 749, 849, 021

19, 786, 192

19, 386, 917

709, 573

13,' 823, 950

•6, 080, 000

819, 107, 800

30, 260, 628

1, 247, 980

685, 000, 000

40, 000, 000

3, 000, 000

330, 348

Total expenses..

Net loss* before adjustments of valuation reserves..

Adjustments of valuation reserves:

Reserve for losses on loans

Reserve for losses on accounts receivable

Reserve for losses on commodities owned

Reserve for valuation of acquired security

Reserve for valuation of investments

Reserve for valuation of other assets

1,635,939,637

16, 649, 761

16, 666, 494

652, 793

29, 197, 440

•1,040,000

726, 000, 000

30, 000, 000

1, 236, 825

99, 400

1, 000, 000

61, 703

2,456,363,953

•960,782,094

8, 660, 839

•394, 698

19, 286, 240

1, 669, 066

143, 300

18,542,112

13, 039, 078

415,662

•6,817,930

619, 906

12, 800

•62

5, 698, 206

6,398

•10,000,000

146, 819

100, 400

Total adjustments of valuation reserves..

Netloss^for the year

ANALYSIS OF UNRESERVED SURPLUS OR DEFICIT

Balance a t beginning of year

Add: Net loss' for the year (above).

Deduct:

Transfer to reserve for contingencies

Payment of dividends to U. S. Treasury..

Balance at end of year.

•Deduct.

688950-

•$668, 969, 212

•618,975,113

•$1, 271, 640, 632

•873, 887, 951

•$2,146,843,483

•954, 831, 271

$286, 000

2,632,519
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Exhibit C-3

CORPORATIONS ENGAGED IN AIDS TO AGRICULTURE

{Commodity Credit Corporation, Federal Crop Insurance Corporation, Federal Surplus Commodities Corporation, Federal Farm Mortgage
Corporation, Federal Intermediate Credit Banks, Production Credit Corporations, and Regional Agricultural Credit Corporation)

CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
(As of June 30. 1914, 1945, 1946, and 1947)

ASSETS
Loans receivable:

Price support loans ---

Crop, livestock, and commodity loans - --

Farm mortgage loans

To Secretary of Agriculture for agricultural conservation purposes.

Less: Reserve for losses ._. - --

Net loans receivable-

Commodities inventory:

Price support program

Supply and purchase programs..

Less: Reserve for valuation.

Net commodities inventory.

Investments:

U. S. Government securities

Stocks and bonds of other agricultural organizations, less reserve for losses..

Total investments.

Cash
Accounts and notes receivable

Accrued assets

Advances on purchases of commodities..

Land, structures, and equipment.

Less: Reserve for depreciation

Net, land, structures, and equipment-

Acquired security and collateral:

Real estate and chattels

Less: Reserve for valuation

Net acquired security and collateral..

Deferred and undistributed debits

Other assets

Bonds, debentures, and notes payable:

Held by U. S. Treasury..

Held by other Government agencies.

Held by public

Total bonds, debentures, and notes payable.

Accounts payable

Accrued liabilities

Trust and deposit liabilities

Deferred and undistributed credits

Other liabilities:

Liability for loans guaranteed.

Other liabilities

Total other liabilities

Reserve for postwar price support of africuUure..

Total liabilities..

Paid-in capital:

Capital stock _

Paid-in surplus:

Appropriations for restoration of capital.

Other paid-in surplus

Total paid-in capital.

Earned surplus (or deficit*):

Reserve for^jontingencies

Unreserved siu*plus (or deficit*) _

Total earned siu-plus (or deficit*)

.

Total capital (or deficit*) .._

$437, 638, 957

341,653,206

395, 817, 676

10, 000, 000

•78, 055, 050

1,107.054,789

675, 375, 522

708, 726, 046

•53, 468, 310

94, 037, 907

235, 959, 443

329, 997. 350

352. 911, 259

621, 749, 476

28, 437, 954

136, 347, 811

29, 092, 034

•12,014,742

6, 958, 471

•2, 536, 954

4,421,617

3, 155, 728

188, 648, 289

1,307,913,400

208, 652

1, 289, 346, 702

2, 697, 468. 754

197. 874. 092

21, 067, 981

1, 057, 679, 161

34, 685. 788

91, 092, 923

117. 031

143. 950. 524

20, 721, 756

65, 246, 925

•568. 869, 212

i3. 623. 287

120, 548, 993

$314, 279, 220

325, 399, 748

326, 625. 778

36, 000, 000

•69, 394. 211

$61. 515, 000

335, 408, 477

173. 387, 142

9, 314, 528

•66, 355, 133

932, 910, 535 523. 270. 014

885, 003, 840

305, 517, 548

•34, 182, 070

526. 394. 600

25, 656. 500

•40. 000. 000

101, 070, 270

65, 700, 485

111,566,800

47, 769, 815

156, 770, 756 159, 326, 615

77, 624, 629

646, 900, 353

16,346,413

63, 800, 634

94, 163, 654

303, 774, 494

8, 407, 007

80, 000, 000

21, 628, 952

•16, 680, 618

12, 671, 568

•9, 632, 740

788, 227

347, 982

1, 872, 771

2,331,431

208, 103

440, 245

1, 292, 337

170, 748

2, 961, 053, 276 1,685,936,042

906, 116, 879

1, 120, 000, 000

851, 483, 000

2,612.946.579

439, 064, 506

20, 229, 700

93, 429, 384

1, 262, 729

1,971,483,000

332, 192, 101

9, 773, 780

44,054,917

910,826

86, 035, 269

346, 358

20, 000, 000

177, 535

20, 177, 535

600, 000. 000

3,253,314,515

400, 715. 405

21.221,756

400, 715, 405

21, 763, 829

149,042.132

•1, 271, 640, 632

149, 357. 132

•2, 145, 843, 483

•1,122,598,400

•292, 261, 239

$177, 249, 000

367, 430, 141

102, 884, 628

9, 314, 528

•60, 666, 927

606, 221, 270

342,209,938

13, 420, 000

•50,000,000

112,393,800

42, 035, 815

154, 429, 615

122, 378, 889

205, 066, 685

14, 277, 779

80, 000, 000

10, 690, 932

•8, 653, 036

449, 462

•201, 163

248, 289

1, 297, 341

168,748

1, 100, 000, 000

771, 336, 000

1,871,336,000

253, 489, 818

12, 597, 119

1, 889, 315

811,448

126,000,000

176, 997

125, 176, 997

600, 000, 000

1, 322, 171, 966

22, 182, 829

149, 642, 132

•3, 103, 592, 273

•2, 953. 960, 141

•1, 273, 645, 346
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Exhibit A-4

CORPORATIONS ENGAGED IN AIDS TO INTERNATIONAL RELATIONS AND TRADE

{Export-1 in port Bank of Washington, Institule oj Inter-American Affairs, Institute of Inter-American Transportation, Inter-American
Educational Foundation, Inc., Inter-American Navigation Corporation, and Prencinradio, Inc.)

CONSOLIDATED STATEMENT OF SOURCES AND APPUCATION OF FUNDS
(Fiscal years ending June 30, 1945, 1946, and 1947]

1946, estimated

FUNDS APPUED
Tu make loans:

Loans by Prencinradio, Inc., to radio stations. ..

Loans by Export-Import Bank:

Latin America -

Lend-lease, sec. 3c.- _-.

Reconstruction _

Cotton _ _

Other -- - ---

To direct operating expenses of Inter-American corporations: i

Health and sanitation..

Food supply

Emergency rehabilitation

Transportation

Expenses relating to cooperative programs.

Rail program in Mexico

Navigation insurance, plans and other direct costs of navigation..

Motion-picture program. - -.

Radio program

Less: Equipment purchased (included below).

To administrative expenses: •

Inter-American corporations

Export-Import Baidc.

To interest expense (Export-Import Banli)

To miscellaneous expenses •

To purchase equipment

To pay dividends (Export-Import Banli)

To retire preferred stoclt (Export-Import Bank)

To return Government funds:

Under the Rescission Act:

By Inter-American Navigation Corporation

By Institute of Inter-American Transportation..

Deposits to miscellaneous receipts:

By Prencinradio, luc -

To increase (or decrease *)

Total funds applied...

rking capital.

FUNDS PROVIDED

By principal collections on loans:

Loans by Prencinradio, Inc

Loans by Export-Import Bank:

Latin America

Lend-lease, sec. 3c

Reconstruction

Cotton

Other

By interest earned

:

Export-Import Bank
Inter-American corporations..

By other i

By sale of equipment

By Gnancing with U. S. Treasury (Export-Import Bank):

Borrowings

Sale of common stock

By grants and contrihnlions to the Inter-American corporations:

Grants-in-aid from Office of Inter-American Affairs.

Contributions from U. S. Oovernment corporations:

V. S. Commercial Company.
Rubber Development Corporation _

By contributions from other sources:

Other American Republics

Inter-American Institute of Agricultural Science

Miscellaneous...

Total funds provided..

$14, 358

31,324,528

10, 768, 781

2, 076, 370

65, 110

814, 194

1,877,314

15, 480

15, 687, 068

169, 961

740, 638

285, 740

36, 991

23, 212, 912

36, 131

50,000

88,000

8,631

$15,frJ2

40, 000, 000

261, 000. 000

222, 000, 000

38, 000, 000

19, 000, 000

7,411,841

1, 186, 669

6, 277, 609

989, 477

74,650

1, 459, 816

2. 028. 096

96, 064

1,671.606

100, 237

12, 181. 272

104, 745

1, 066, 760

606, 666

9, 147. 686

33. 975

1. 386. 103

780. 000

1, 563. 416

6,296

184, 648

5, 220, 000

176,000

487, 390

5,000

139, 960

2, 610, 000

174, 000, 000

1, 637. 390

•8. 889. 804

1, 166, 103

1, 875, 000

46, 603

63, 097

88. 125

94. 681, 553

80. 671

20, 300. 000

8. 316. 672

65. 390

1.209

6. 741. 673

450

10. 000

48, 000. 918

300

10.000

1, 700. 000. 000

300, 000, 000

9,742

7,150

174, 673

50.000

80. 127

13, 466

323, 017

16,000

' Excludes expenses which do not require funds during current year (see exhibit B-4).



36 THE BUDGET FOR FISCAL YEAR 1947—CORPORATION SUPPLExMENT

Exhibit B-4

CORPORATIONS ENGAGED IN AIDS TO INTERNATIONAL RELATIONS AND TRADE

{Export-Irnport Bank of Washington, Institute of Inter-American Affairs, Institute of Inter-American Transportation, Inter-American
Educational Foundation, Inc., Inter-American Navigation Corporation, and Prencinradio, Inc.)

CONSOUDATED STATEMENT OF INCOME AND EXPENSES

(Fiscal years ending June 30, 1945, 1946, and 1947]

Income:

Interest on loans --- -

Interest on deposits with Reconstruction Finance Corporation.

Sale of produce incident to food supply program

Miscellaneous income -

Total income..

Expenses:

Administrative expenses

Interest on notes payable to U. S. Treasury

Operating expenses of Inter-American programs:

Health and sanitation program

Food supply program _

Transportation program —
Cooperative educational program

General and miscellaneous activities

Cost of produce sold

Loans receivable charged o3
Depreciation on furniture and equipment.

Miscellaneous expenses

Total expenses.

Net income (or loss*) before adjustment of valuation i

Adjustment of valuation reserve: Reserve for losses on loans receivable-

Net income (or loss') for the year..

$7, 317, 835

998, 837

346, 744

65, 390

10, 758, 781

2, 076, 370

I, 877, 314

320, 754

422, 040

16, 455, 259

346, 744

1,217

1946, estimated

$9, 400. 900

340, 773

397, 649

15, 561

7,411,841

1, 186, 559

2, 102, 746

1, 156, 014

239, 041

12,096,201

397, 649

1,500

5,000

•3, 908, 883

•142,980

$48, 000, 918

150,000

6, 277, 509

989, 477

196, 291

1,511,606

162, 727

2, 166, 103

6, 875, 000

9, 137, 610

150,000

ANALYSIS OF UNRESERVED SURPLUS OR DEFICIT

Balance at beginning of year

Net income (or loss*} for the year (above) -

Transferred from reserve for contingencies

Additions to reserve for payment of dividends on preferred stock.

Balance at end of year.

•$12, 190, 012

•8, 108, 097

206,264

•3, 480, 000

•23, 671, 845

•$23, 571, 846

•4, 051, 863

•$28, 493, 708

29, 773, 902
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Exhibit C-4

CORPORATIONS ENGAGED IN AIDS TO INTERNATIONAL RELATIONS AND TRADE

{Export-Import Bank of Washington, Institute of Inter-American Affairs, Institute of Inter-American Transportation, Inter-American
Educational Foundation, Inc., Inter-American Navigation Corporation, and Prencinradio, Inc.)

CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

|As of June 30, 1944, 1945, 1946, and 1947]
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Exhibit A-5

CORPORATIONS ENGAGED IN AIDS TO REGIONAL DEVELOPMENT

{Tennessee Valley Aulhority, Tennessee Valley Associated Cooperatives. Inc., Panama Railroad Company, Virgin Islands Company, Federal

Prison Industries, Inc., Inland Waterways Corporation, Warrior River Terminal Company, and United States Spruce Production Corporation)

CONSOLIDATED STATEMENT OF SOURCES AND APPLICATION OF FUNDS

IFiscal years ending June 30, 1945, 1946. and 1947]

1946, estimated 1947, estimated

FUNDS APPLIED

To construction or purchase of dams, plants, and equipment..

To retire bonds held by Reconstruction Finance Corporation..

To purchase U. S. Government securities

To return capital and pay dividends to U. S. Treasury:

Tennessee Valley Authority -

United States Spruce Production Corporation

Panama Railroad Company .-

Federal Prison Industries, Inc -

.$50, 000

2, 800, 000

To pay claims and indemnities...

To operating expenses: '

Cost of commodities sold

Direct cost of services sold...

Other direct operating costs.

.Administrative expenses

Interest expense

Miscellaneous expenses

57,474,918

22, 598, 393

12, 003, 047

1,454,464

731, 246

208, 753

To increase (or decrease*) working capitaL

$41, 662, 582

2, 000, 000

3, 550, 201

2, 850, 000

13,220

94, 470, 821

•10, 817, 027

$31, 426, 431

2, 300, 000

2, 100, 000

4,774,707

$297, 518

3, 000, 000

6, 225, 293

42, 967, 200

31, 704, 123

13, 526, 887

1, 602, 160

668,600

389, 458

19, 472, 451

5,000

90, 858, 328

•19,939,326

45, 659, 975

23,117,686

13, 655, 030

1. 638, 236

620,500

650, 200

Total lunds applied..

FUNDS PROVIDED
By appropriations

By sale of U. S. Government securities _-.

By sale of property. _

By principal collections on loans and advances

By grants and contributions

By operating income:

Sale of commodities

Sale of services

Interest income

Other income.-

3, 300, 180

7, 163, 118

434, 000

102, 444

9, 648, 000

1, 252, 703

2, 452, 743

2, 512, 629

30,000

443, 843

81, 395

63, 050, 800

44, 695, 927

379,234

100,948

55, 068, 350

49, 560, 650

243, 917

100, 200

Total funds provided..

•Deduct.

' Excludes expenses which do not require funds during current year (see exhibit B-4).

$48, 362, 000

2, 272, 50O

100, 000

9,522,811

2, 005, 000

85, 241, 627

6, 019, 092

36, 672, 000

3, 627, 477

1, 135, 982

194,454

7,020,000
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Exhibit B-5

CORPORATIONS ENGAGED IN AIDS TO REGIONAL DEVELOPMENT
(Tennessee Valley Authority, Tennessee Valley Associated Cooperatives, Inc., Panama Railroad Company, Virgin Islands Company, Federal
Prison Industries, Inc., Inland Waterways Corporation, Warrior River Terminal Company, and United Slates Spruce Production Corporation)

COMPARATIVE CONSOLIDATED STATEMENT OF INCOME AND EXPENSES

[Fiscal years ending June 30, 1945, 1946, and 1947]

1946, estimated 1947, estimated

Income:

Eevenuesfrom sale of power

Revenues from river transportation _ _.

Revenues from railroads, steamships, and liotel operations .

Sales, commissary stores—Panama
Sales of goods manufactured:

Fertilizers and other chemicals.

Sugar and byproducts. .__

Other manufactured goods

Interest and dividends:

Loans

Investments

Rental of equipment

Miscellaneous operating revenue-

Profit on sale of equipment

Total income..

Expenses;

Power plant operating expenses..

River transportation operating expenses..

Railroads, steamships, and hotel operating expenses..

Cost of sales, commissary stores—Panama
Cost of goods manufactured and sold;

Fertilizers and other chemicals.

Sugar and byproducts..

Other manufactured goods

10, 577, 594

554, 715

14, 417, 575

Other operating expenses, chemical plant

Other operating expense, sugar plant...

Depreciation, exclusive of that included in costs of goods manufactured and sold.

Selling and other miscellaneous expense

Flood control, navigation, and development activities

Administrative expenses..

Interest expense payable toother Qovemment agencies.

Contributions to pension fund..

Maintenance of idle properties _

Vocational training of inmates of Federal prisons

Total expenses

Net Income before adjustment of valuation reserves.

Adjustments of valoation reserves;

Reserve for losses on accounts receivable.

Reserve for losses on loans receivable

Total adjustments of raination reserves..

Net income for the year

$36,733,987

8. 165, 466

7, 194, 245

39, 912, 899

$11, 192, 330

670, 535

17, 590, 804

109,386

334, 457

443, 843

371,581

483,205

10. 486, 074

7, 612, 299

8, 247, 664

34, 228, 271

25, 549, 884

1, 334, 508

35,400

12, 165, 625

270,788

6, 664, 038

1,454,464

731, 246

18.944

11. 651

183.304

108, 994, 150

9. 332. COO

750. 000

10,117.717

$30, 849, 000

6. 893. 514

6. 668, 100

40. 422. 800

$9. 547, 000

1, 050. 000

12, 031, 000

38.862

340,372

379. 234

226. 313

460. 018

102. 664

9, 023. 000

7, 665, 764

8, 658. 386

34, 810, 600

20. 199. 717

1, 637, 000

43. 000

13. 172. 423

196, 337

8. 626, 000

1, 602, 161

668,500

20,000

11,000

275, 000

106.408.888
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Exhibit C-5

CORPORATIONS ENGAGED IN AIDS TO REGIONAL DEVELOPMENT

(Tennessee Valley Avthority, Tennessee Valley Associated Cooperatives, Inc., Panama Railroad Company, Virgin Islands Company, Federal

Prison Industries, Inc., Inland Waterways Corporation, Warrior River Terminal Company, and United States Spruce Production Corporation)

CONSOUDATED STATEMENT OF FINANCIAL CONDITION

[As of June 30. 1944, 1945, 1946, and 1947]

ASSETS
Dams, plants, and equipment:

Dams for power, navigation, and flood control

Electric generating plants and equipment

Steamships, barges, docks, piers, and appurtenances..

Railroads and appurtenances.

Manufacturing plants and equipment...

Other plants and equipment

Construction in progress.

Less; Reserve for depreciation

Net dams, plant, and equipment

Commodities, supplies, and materials:

Commodities held for sale

Materials and supplies held for use

Total commodities, supplies, and materials.

Cash

Appropriated funds

Investments: U. S. Government securities..

Accounts and notes receivable

Loans to municipalities and cooperative

Less: Reserve for losses

Net loans receivable-

Accrued interest receivable

Advances to contractors and agents..

Deferred charges

Other assets

Total assets..

LIABILITIES
Bonds and notes payable:

Held by U. S. Treasury

Held by other Government

Total bonds and notes payable..

Accounts payable...

Accrued liabilities

Trust and deposit liabilities

Deferred credits

Other liabilities and guarantees

Total liabilities..

CAPITAL
Paid-in capital:

Capital stock

Assets transferred by another GovemmeBt agency-

Donated and paid-in surplus

Expended appropriations

Total paid-in capital..

Earned surplus:

Reserve for contingencies.

.

Reserve for self-insurance..

Unreserved surplus

Total earned surplus i._ .....

Total capital

UNEXPENDED APPROPRIATIONS

Unexpended appropriations

Total liabilities, capital, and unexpended appropriations

489, 564

667, 095

783, 626

987, 101

822. 779

245, 179

243, 972

544,604

10, 715, 023

11,406,475

22,121,498

19, 548, 848

49, 130, 704

23, 527, 887

12, 270, 943

3, 658, 576

73, 788

64,199

127, 962

359, 909

56, 772, 500

6, 609, 302

63,281,802

13, 3.30, 426

6, 423, 645

707, 650

4, 640, 204

65, 426

88, 349, 152

19,101,030

36, 592, 269

17, 350, 916

618, 858, 666

691, 902, 781

3,497,929

209, 019

44,489,641

$606, 602, 535

128, 273, 276

40, 778, 632

18,951,185

17, 473, 264

24, 179. 376

29, 790, 028

•99, 298, 766

766, 749, 530

7, 677, 269

10, 996, 817

18, 674, G

23, 720, 652

29, 229, 874

29, 027, 926

11,135,413

3, 359, 876

83, 605

49, 969

275, 339

278, 279

56, 772, 500

4, 509, 302

61, 281, 802

8, 449, 823

6, 905, 841

639, 741

6, 097, 796

9,694

$627, 162, 636

133, 563, 275

41,540,000

18, 956, 218

20, 148, 184

23, 066, 378

30, 090, 283

•112, 876, 478

781, 641, 395

10, 580, 811

10, 977, 902

21, 668, 713

20, 125, 088

9,867,984

27, 877, 887

7, 982, 054

866, 624

•110,000

745, 524

76, 505

50,000

293,000

307, 437

66, 772, 500

2, 209, 302

82, 284, 697

19, 101, 030

37,723,617

17, 334, 490

638, 750, 291

712, 909, 428

3, 602, 446

260, 657

64, 397, 648

58,981.802

5, 934, 495

3, 947, 742

400, 000

7, 606, 006

10, 886

19, 101, 030

39, 152, 617

17, 375, 385

667, 749. 286

743, 378, 318

2, 806, 312

249, 662

37, 442, 480

$635,032,535

141,063,276

44, 274, 000

18, 956, 218

27, 919, 184

24, 103, 246

41, 690, 283

•124,437,618

808, 601, 223

9,146,811

10, 186, 902

19, 332, 713

13, 499, 861

29, 326, 742

18,364,210

7, 944, 498

799, 524

•110.000

689, 524

63.500

60.000

293.000

308, 187

56,500.000

209.302

56. 709. 302

9, 285, 175

6, 100, 000

600, 000

606, 000

20,886

73, 120, 363

19, 001, 030

40, 604. 617

17, 395, 385

684, 862, 628

761, 863. 660

576, 612

264, 562

33, 321, 719

796, 026, 353
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Supplement to Table 5 of the 1947 Budget

APPROPRIATIONS AND EXPENDITURES OF GENERAL AND SPECIAL ACCOUNTS

By organization unit and appropriation title

[Fiscal years 1945, 1946, and 1947]

Organization unit and appropriation title

APPROPRIATIONS

INDEPENDENT OFFICES
Tennessee Valley Authority-.

Working fund

Total, Tennessee Valley Authority

federal loan agency
Office of the Administrator:

Transferred from; Emergency fund for the President, Navy
Reconstruction Finance Corporation:

Transferred from: Defense aid (lend-lease) -

Total, Federal Loan Agency.

national housing agency

Office of the Administrator and Expediter:

Salaries and expenses '

Penalty mail costs • j --- -

National defense housing -

Transferred from: Emergency fund for the President, national defense..

Working fund -

Veterans' housing. —
Total, Office of Administrator.

Federal Home Loan Bank Administration:

Administrative expenses

Home Owners' Loan Corporation:

Transferred from:

National defense housing (special account)

War housing in and near District of Columbia—
Emergency fund for the President, national defense

Operation, maintenance, etc., national defense housing.

Total, Federal Home Loan Bank Administration.

Federal Housing Administration:

War housing insurance fund, RFC funds (special accoimt).

Supplies, materials, etc., war housing insurance fimd

Total, Federal Housing Administration.

Federal Public Housing Authority:

Annual contributions.

Transferred from:

War housing in and near the District of Columbia

Community facilities, defense public works

Construction fund, U. S. Maritime Commission, act June 29, 1936, revolving fund.

National defense housing

National defense housing, temporary housing

Defense aid (lend-lease)

Emergency fund for the President, defense housing, temporary shelter

Emergency fund for the President, national defense housing

Operation, maintenance, etc., national defense housing

Maintenance, operation, etc., U. S. Maritime Commission housing projects

Operating fund, U. S. Housing Act of 1937, as amended

U. S. Housing Authority limd

Administrative expenses, U. S. Housing Authority

Total, Federal Public Housing Authority

Miscellaneous: Claims, judgments, and private relief acts..

Total, National Housing Agency 118,803,614.94

9, 500, 000. 00

19, 400, 000. 00

30, 614. 94

191, 900, 000. 00

191, 900, 000. 00

36,572,000.00

12, 600, 000. 00

•Deduct.
1 Transferred from funds of the constituent units of the National Housing Agency.

' $74,365,000 of the unexpended balance of this apiiropriation was rescinded by Public Law 301, approved Feb. 18, 1946.

» $3,372,000 of the unexpended balance of this appropriation was rescinded by Public Law 301, approved Feb. 18, 1946.

$25, 806, 808. 14

•184. 269. 66

•395, 108. 67

•73, 756. 44

4, 249, 860. 64

163, 276. 60

•1,130.26

•2.18

67, 546. 16

6, 283, 254. 16

124,634 36

10.00

•429,331.44

4.978,670.33

171,281.08

•3, 892. 78

8, 722, 300. 30

2, 921, 291. 93

1,117,321.70

1,247,139.46

138,106,316.08

6, 228, 419. 36

7, 402, 756. 80

5, 164, 418. 63

41,676.26

•61,929,466.49

592, 618. 82

•10,691.70

•22. IS

108, 604. 176. 88

19, 924. 85
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Supplement to Table 5 of the 1947 Budget—Continued

APPROPRIATIONS AND EXPENDITURES OF GENERAL AND SPECIAL ACCOUNTS—Continued

By organization unit and appropriation title—Continued

(Fiscal years 1945, 1946, and 1947]

Organization unit and appropriation title

DEPARTMENT OF AGRICI'LTURE

Federal Crop Insurance Corporation:

Administration of Federal Crop Insurance Act-

depaetment of state

InBlitute of Inter-American Affairs

Inter-American Educational Foundation, Inc..

Total, Department of State.,

TREASURY DEPARTMENT
Office of the Secretary:

Miscellaneous accounts;

Restoration of capital impairment. Commodity Credit Corporation.

Total, general and special accounts .

' To liquidate contract authorization.

APPROPRIATIONS

$256, 764, 881. 04

217. 132. 900. 00

< 3, 466, 710. 00

'1,083,677.00

983, 048, 848. 10
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Supplement to Table 6 of the 1947 Budget

REAPPROPRIATIONS OF UNOBLIGATED BALANCES OF GENERAL AND SPECIAL ACCOUNTS

By organizalion unit and appropriation title

[Fiscal years 1945, 1946, and 1947]

Organization unit and appropriation title
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Table 12

LIMITATIONS ON ADMINISTRATIVE EXPENSES OF GOVERNMENT CORPORATIONS

By organization unit and appropriation title

[Fiscal years 1945, 1946, and 1947]

Organization unit and appropriation title

LIMITATIONS

Actual, 1945 Actual, 1946
Recommended,

INDEPENDENT OFFICES
Export-Import Bank of Washington

Federal Deposit Insurance Corporation.

Smaller War Plants Corporation:

Administrative expenses

Nonadministrative expenses

Total, independent offices..

FEDERAL LOAN AGENCY

Office of the Administrator; Administrative expenses »

Reconstruction Finance Corporation and its subsidiaries

Reconstruction Finance Corporation and The RFC Mortgagee Company.

Rubber Development Corporation

U. S. Commercial Company...

Total, Federal Loan Agency.

NATIONAL HOUSING AGENCY
Office of the Administrator and Expediter:

Salaries and expenses'

Penalty mail costs 3 _

Federal Home Loan Bank Administration:

Administrative expenses

Federal Savings and Loan Insurance Corporation

Home Owners* Loan Corporation _

United States Housing Corporation: Liquidation.. _

Federal Housing Administration:

Salaries and expenses

Renovation and modernization insurance, title I, premiums; Payment of losses .

Federal Public Housing Authority...

Defense Homes Corporation

Total, National Housing Agency..

DEPARTMENT OF AGRICULTURE
Commodity Credit Corporation

Federal Smplus Commodities Corporation ._.

Federal Farm Mortgage Corporation _

Total, Department of Agriculture-

Total, limitations on administrative expenses.

$522, 700

3. 308, 412

1 8. 000, 000

1, 000, 000

(91, 000)

< 38, 500, 000

'1,201,500

' 3, 129, 600

(600, 000)

(299, 450)

(400. 000)

(241,905)

10, 484, 035

5.000,000

2, 772, 940

11,250,000

2, 600. 000

2,200.000

96,200

23, 686. 327

6, 565. 000

6. 450, 000

$780, 000

4, 292, 000

(118,000)

37, 553, 000

(450, 000)

(295,600)

1, 602, 000

632,000

6, 179, 000

17, 624, 000

3,000,000

19, S45, 400

98,400

47, 880. 8

8, 760, 000

40,000

4,000,000

' $1,650,000 of this authorization was rescinded by Public Law 301, approved Feb. 18, 1946.

» The functions of the Smaller War Plants Corporation were transferred to the Reconstruction Finance Corporation and the Department of Commerce by Executive Order 9665,

dated Dec. 27, 1945.

' Transferred from funds available for administrative expenses of the constituent units.

' Rescission of $6,000,000 of this authorization has been recommended to Congress (H. Doc. 394). The amount shown excludes $1,223,421 transferred from Smaller Wai- Plants

Corporation.

' $249,500 of this authorization was rescinded by Public Law 301, approved Feb. 18, 1946. An additional rescission of $102,000 has been recommended to Congress (H. Doc. 394).

' Included in the limitation for the Reconstruction Finance Corporation and its subsidiaries for the fiscal year 1947.

' $110,000 of this authorization was rescinded by Public Law 301, approved Feb. 18, 1946, and $275,000 was transferred to the Commodity Credit Corporation pursuant to Executive

Order 9630, dated Sept. 27, 1945.



PART II

BUDGET PROGRAMS, LANGUAGE, AND
FINANCIAL STATEMENTS

[Corporations are shown under the agencies the heads of which have control over the operations of the corporations]

Export-Import Bank of Washington

Smaller War Plants Corporation

Tennessee Valley Associated Cooperatives, Inc.

Terlnessee Valley Authority

Federal Loan Agency

:

Office of the Administrator

Reconstruction Finance Corporation

Federal National Mortgage Association

Rubber Development Corporation

The RFC Mortgage Company

U. S. Commercial Company

War Damage Corporation

Language for RFC and Subsidiaries

National Housing Agency:

Office of the Administrator

Federal Home Loan Bank Administration:

Administrative Department, Federal Home Loan

Bank Administration

Federal Home Loan Bank System

Federal Savings and Loan Insurance Corporation

Home Owners Loan Corporation

United States Housing Corporation

Federal Housing Administration

Federal Public Housing Authority:

Public War Housing Program

Homes Conversion Program

Veterans' Housing Program

Defense Homes Corporation

Corporate Program

Farm Security Administration Program

Administrative Expenses—Federal Public Hous-

ing Authority

Department of Agriculture:

Commodity Credit Corporation

Federal Crop Insurance Corporation

Federal Surplus Commodities Corporation

Federal Farm Mortgage Corporation

Federal Intermediate Credit Banks

Production Credit Corporations

Regional Agricultural Credit Corporations

Department of Commerce:

Inland Waterways Corporation

Warrior River Terminal Company
Cargoes, Incorporated

Department of the Interior:

Virgin Islands Company
Department of Justice:

Federal Prison Industries, Inc.

Department of State:

Institute of Inter-American Aflairs

Institute of Inter-American Transportation

Inter-American Educational Foundation, Inc.

Inter-American Navigation Corporation

Prencinradio, Inc.

War Department:

Panama Railroad Company

United States Spruce Production Corporation

General Provisions

Mixed-Ownership Corporations
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EXPORT-IMPORT BANK OF WASHINGTON

Creation and Purpose

The Export-Import Bank of Washington was organized
as a District of Columbia bankuig corporation pm-suaut to

Executive Order 6851, dated February 2, 1934, and was
continued as an agency of the United States by act

approved January 31, 1935, as amended (15 U. S. C. 713b).

The Bank was established to stimulate the international

trade of the United States. The act of September 26,

1940, increased the Bank's lending authority from 200
million dollars to 700 million dollars. In a message to

Congress in June 1945, the President indicated that, with
the slowing down and termination of lend-lease, the Bank
should be empowered to assist liberated countries durmg
the transition from war to peace. Congress subsequently
passed the Export-Import Bank Act of July 31, 1945
(12 U. S. C. 635), increasing the lending authority of the
Bank from 700 million dollars to 3.5 billion dollars. The
same legislation removed the prohibition on loans by
the Bank and persons participating with the Bank to

governments in default to the United States Government;
made the Banlv an mdependent agency; created a statu-

tory bipartisan board of directors; and arranged its

financing directly from the Treasury instead of through
the Reconstruction Finance Corporation. The board of

directors consists of the vSecretary of State and four full-

time members appomted by the Pi'esidcnt of the United
States by and with the advice and consent of the Senate,
one of whom is designated by the President as chaii-man.

Financial Organization

Prior to the passage of the act of 1945, the Bank had an
authorized capital stock of 175 million dollars, of which
1 million dollars was obtained by sale of common stock
to the U. S. Treasury and 174 million dollars by sale of

preferred stock to the Reconstruction Finance Corpora-
tion. In 1945 the authorized capital stock was increased
to 1 billion dollars and financing through Reconstruction
Finance Corpoi'ation was terminated with the repurchase
of the preferred stock. The capital stock outstanding as

of March 20, 1946, was 275 million doUars, aU of which
was held by the Secretary of the Treasury. Payment for

the remainder of the authorized stock of 725 million dollars

is subject to call at any time in whole or in part by the

board of directors of the Bank. The Bank is authorized
to issue from time to time for purchase by the Secretary
of the Treasury its notes, debentures, bonds, or other
obligations in an aggregate amount not to exceed 2}2 times
its authorized capital, and the Secretary of the Treasury
is authorized and directed to make such purchases. The
aggregate of outstanding loans and guarantees made by
the Bank shall not exceed 3}^ billion dollars at any one
time. A comparative statement of the financial condition
of the Bank as of June 30, 1944, 1945, 1946, and 1947 is

shown immediately following the textual material (exhibit

C).

Analysis of Budget Program by Major Activities

The program budget of the Bank for fiscal year 1947 is

consistent with the foreign loan progi-am of the United

States Government proposed by the President to Congress
on March 1, 1946. In transmitting that program, the
President inchoated to the Congi-ess that the lendmg
authority of the Bank would need to be increased for 1947
by 1.25 billion dollars—from 3.5 billion dollars to 4.75
bdlion dollars. However, the estimated gross loan dis-

bm-sements for 1947 are based on present lending author-
ity. The entire proposed increase in lending authority of

1.25 billion dollars has been placed in a reserve shown on
schedule C-1 as a reserve for future commitments and
disbm-sements.

Requests of foreign governments for Export-Import
Bank credits far exceeded the foreign loan program which
the President has endorsed at the recommendation of the

National Advisory Council on International Monetary
and Financial Problems. Only a minimum of foreign

lending through the Export-Import Bank was recom-
mended on the assumption that the International Bank
for Reconstruction and Development will come into sub-
stantial operation during fiscal year 1947.

The Export-Import Bank program for 1946 and 1947 is

part of a broader program for expanding international

trade. The extension of the Trade Agreements Act and
the passage of the Bretton Woods Agreement Act are

further steps already taken by the Congress towards this

objective. The proposed British loan is another vital

step in the development of international trade.

The Export-Import Bank was not designed to compete
with private lending institutions. In fact, it is the policy

of the Congress and the Bank to encom-age a greater

volume of private lending in foreign investments. To
the extent that private funds can be di'awn into invest-

ments abroad, Government funds are not necessary.

LATIN-AMERICAN CREDITS

For the fiscal years 1941 to 1946, the principal lending
activities of the Bank involved the Latin American
countries. The act of September 26, 1940, which in-

creased its lendmg authority from 200 million dollars to

700 million dollars, enabled the Bank to make loans to

develop, the resom'ces, to stabilize the economies, and to

assist in the orderly marketing of products of the countries

of the Western Hemisphere. Total loan disbursements
for 1945 amounted to 31.3 million doUars and for 1946 are

estimated at 40 million dollars.'

These loans are for specific projects and usually run
from 5 to 20 years with an interest rate of 4 percent per

annum. Examples of recent loan authorizations include:

28 million dollars to Chile to finance the purchase in the

United States of equipment, materials, and services re-

quu-ed for the construction of an integrated kon and steel

plant; 38 million dollars to Brazil for 14 ocean-going cargo

steamers to be buUt in the United States; and 20 million

dollars to Mexico for the purchase in the United States of

equipment, materials, and services for a broad electrifica-

tion program.

' Note: In the textual description a sharp distinction is drawn between "loan authori-

zations" and "loan disbursements". The term "loan authorization" is used to describe

the original authorization by the board of directors of the Bank of the extension of a line

of credit which may subsequently be drawn on by the borrower as goods are ready for

shipment or must be paid for. The term "loan disbursements" is used to describe actual

advances of cash to borrowers under the terms of the original loan authorizations.
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Loan disbursements during fiscal year 1945 were in ex-

cess of repayments by 8.1 million dollars. In 1946, repay-

ments are estimated at 20.3 million dollars as compared
with loan disbursements amounting to 40 million dollars,

the loan disbursements being 19.7 miUion dollars in excess.

LEND-LEASE TEEMINATION CREDITS

Credits have been extended to Belgium, France, and
the Netherlands in the amounts of 55, 550, and 50 milhon
dollars, respectively, to finance the purchase of products

and services for which requisitions had been filed and
approved, but not contracted for, before VJ-day (Sept. 2,

1945) under the provisions of the lend-lease 3 (c) agree-

ments with these counti'ies. These credits are distinct

from the lend-lease "pipe-line" credits which are financed

from lend-lease funds and apply principally to goods and
services under contract prior to VJ-day.

All of the Export-Import Bank loan authorizations of

this type totaling 655 million dollars have been made dur-

ing fiscal year 1946. None was made during 1945 and
none is anticipated in 1947. The President in his message
to Congress of June 4, 1945, on the lend-lease appropria-

tion for the fiscal year 1946, indicated that Export-Import
Bank loans should be made for these purposes.

Since these credits served to carry out previous com-
mitments of the United States Government, their terms

with respect to maturities and rate of interest were made
to correspond to those of the lend-lease 3 (c) agreements,

namely, repayments of principal over a period of 30 years

and an interest rate of 2% percent per aimum. The credit

in favor of Belgium is available until June 30, 1946, while

those in favor of France and the Netherlands are available

until December 31, 1946. An estimated 261 million

dollars against these loan authorizations will be disbursed

in 1946. Repayments will begin July 1, 1946.

RECONSTRUCTION CREDITS

These credits comprise reconstruction credits other than
those described above in connection with lend-lease termi-

nation. These were also contemplated in the President's

message to Congress of June 4, 1945 and in the hearings

on the Export-Import Bank Act of 1945. No loan

authorization nor loan disbursement was made in 1945,

but an estimated 222 mUlion dollars wdl be disbm'sed in

1946. As of Mai'ch 15, 1946, an aggregate of 325 million

dollars had been authorized to Deimiark (20 million

doUars), Netherlands (50 million doUars), Norway
(50 million dollars), Finland (35 million doUars), Belgium
(45 million doUars), Greece (25 million dollars), and
Netherlands East Indies (100 million doUars). This type
of credit extended to aid liberated and war-devastated
countries wiU be the principal type undertaken by the

Bank dm-mg 1946 and 1947.

Thi'ough its reconstruction loans, the Export-Import
Bank is fiUing a gap in the facilities for providing dollar

credits to foreign countries untU such time as the Inter-

national Bank for Reconstruction and Development
comes into operation. When the latter institution is

fully operating, it is expected to take principal responsi-

bUity for reconstruction loans. In the meantime, in

order that an undue assumption of risk by the United
States alone wUI be avoided, loans for reconstruction

pm-poses are being made by the Export-Import Bank only
in m-gent cases and in such amounts as may be needed by
the borrower for emei'gency pm-chases in the United
States.

These credits are generaUy avaUable untU the middle of

1948. Advances under the credits are made against notes
bearing interest at the rate of 2}i percent and maturmg at

the end of 1950 or in 1951. At that time the obligors will

have the right to tender new notes in exchange for the
original notes. The aggregate principal amount of the
new notes wiU matm-e in approximately equal semiannual
mstaUments over a period varymg from 15 to 25 years.

Notes evidencing the earher maturities wiU bear mterest
at 2)2 percent; the mid-term matmities wiU bear interest

at 3 percent; the later maturities will bear interest at 3K
percent. The eft'ective rate of interest will average
approximately 3 percent over the life of the loans, the
exact rate depending upon the rapidity with which the
credits are utilized. The provisions with respect to the
rate of interest are in accordance with a recommendation
of the National Advisoiy CouncU on International

Monetary and Financial Problems.

COTTON LOANS

In addition to its more general reconstruction loans to

foreign governments, the Export-Import Bank set up in Oc-
tober 1945 a credit line of 100 mUlion dollars for the specific

purpose of financing exports of raw cotton to European
countries, including Belgium, Czechoslovakia, Denmark,
Finland, France, Italy, Netherlands, Norway, and Poland.
If fully utUized, this credit would finance the export of

approxmiately 800 thousand bales of cotton. The maxi-
mum term of individual credits authorized by this credit

is 15 months, and the rate of interest is 2^ percent per
annum. American cotton shippers and their commercial
banks wUl participate in the credits up to the time of

acceptance of the relative drafts by the foreign banks
involved. Cotton shippers participating in the program
will designate the commercial banks which are to handle
the documents and negotiate drafts under commitments
made by the Export-Import Bank.
A special cotton credit of 33 miUion doUars has been

authorized for Chma. It differs from the above line of

credit to European countries in that it carries a maximum
term of 24 months to allow for the longer time required

for inland transportation and manufacture.
No credits of this type were extended during 1945. As

now foreseen, disbursements are estimated at 38 mUlion
dollars for 1946.

This type of credit makes possible the shipment of

sorely needed raw cotton to war-devastated countries in

advance of establishment of more general lines of credit

and, therefore, assists in putting foreign textile mills into

production. The terms of this credit were designed to

encourage the handling of shipments through private

business channels.

OTHER CREDITS

The bank's futui-e program cannot be forecast, of

course, in precise terms. Both the volume and the char-

acter of its operations depend upon the extent and nature

of the demands upon it for credit assistance and upon
developments in the foreign financial policy of the United
States Government. It is necessary, therefore, to provide

for a variety of operations which do not fall into any of

the above categories. The Bank plans to extend such
types of credit permitted by the Export-Import Bank Act
of 1945 as will assist in promoting and facilitating foreign

trade.

For example, although most of the loans authorized

by the Bank during the last 12 months have been
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loans to foreign governments or the agencies of foreign

governments to finance reconstruction programs and
development projects, there have been a number of credits

extended on application of United States exporters and
importers for the purpose of financing specific export
and import transactions. This is a type of credit which
has characterized the operations of the Bank since its

establislunent and a type of credit which will undoubtedly
greatly increase in volume during the next period. Fur-
thermore, credits of this type will to some extent reduce
the need for government-to-government credits of the
sort which predominated in the operations of the Bank
during the recent past. There is also a possibility that
the Export-Import Bank may set up a general system of

export credit and transfer guarantees.

OPERATING RESULTS

During the fiscal year 1945 programs carried on by the
Bank resulted in a net income of 8.2 miUion dollars.

For 1946 and 1947 net income is estimated at 9.2 milhon
dollars and 40.3 million dollars, respectively. The esti-

mated net income will mcrease the net earned surplus
held as a reserve against future contingencies from 22.7
million dollars as of June 30, 1945, to 71.3 million dollars

as of June 30, 1947 (see exhibits B and C).

Financial Condition

loan account

On June 30, 1945, there were loans outstanding amount-
ing to 214.3 mUlion dollars, as compared with loans amount-
ing to 222.6 million dollars on June 30, 1944. Seven loans
were delinquent as compared with 3 in this condition 1

year earlier. The 7 dehnquent loans outstanding amounted
to 2.9 million dollars of which $322,470 consisted of ma-
tured unpaid principal. Of this latter amount $146,473
was regarded as uncollectible and $175,997 as collectible.

Of the total 214.3 million dollars of loans outstanding
as of June 30, 1945, approximately 79.2 million dollars was
advanced by private banks under agency agreements with
the Bank in accordance with which the Bank stands pre-
pared to assume the loans upon demand of the private
banks.

retirement of preferred capital stock to the
reconstruction finance corporation

The Export-Import Bank Act of 1945 provided for fi-

nancing the Bank's operations through the Treasury in-

stead of the Reconstruction Finance Corporation. During
1946, therefore, 174 million dollars was paid to the Recon-
struction Finance Corporation for its preferred capital
stock plus 2.6 mLUion dollars in dividends on that stock.
Funds for this retirement were provided by the sale of

capital stock to the Treasmy and the dividends were paid
from earned surplus.

BORROWING AUTHORITY

The present borrowing authority of the Bank is 2.5 bil-

hon dollars. It is estimated that as of June 30,1946, no
notes will have been issued to the Treasury against the
Bank's borrowing authority. Estimated outstanding
loans and guarantees as of June 30, 1946 totaling 744 mil-
lion dollars \vill be financed from the issuance of 700 million
dollars of its capital to the Treasury. Undisbursed com-
mitments as of June 30, 1946, however, are estimated at

1 ,800 million dollars so that the Bank's lending authority
will be committed to the extent of 2,500 million dollars.

Under the present borrowing authority of the Bank of

2,500 million dollars, it is estimated that as of June 30,

1947, loans outstanding will be 2,684 million dollars and
undisbursed commitments 800 million dollars. The out-
standuig loans will be financed from the 700 million dollars

stock to be outstanding at the beginning of fiscal 1947, from
the issuance of the remainmg 300 million dollars of capital
stock and the issuance to the Treasury of notes to the
value of 1,700 mdhon dollars. The remaining borrowing
authority of 800 million dollars will be required later to
cover the undisbursed commitments.
Under the President's proposed increased lending pro-

gram, the "reserve for future commitments and disburse-
ments" of 1,250 million dollars will necessitate an increase
of the borrowing authority from 2,500 million dollars under
existing legislation to 3,750 million doUars.

Administrative Expenses

This expense covers the staff engaged in over-all super-
vision of the programs carried on by the Bank. The
Bank's administrative activities are of three kinds: (1)

negotiation of new credit lines, which involves careful ex-

amination by the Bank .of the following factors: (a) the
urgency of the need of the borrower, (b) the borrower's own
resources, (c) the possibility of the borrower obtaining the
loan from other sources, including private capital and
loans from other governments, (d) the ability of the bor-
rower to make effective use of the funds, (g) the capacity
of the borrower to repay, and (/) the effect of the loan on
the United States domestic economy; (2) management of

loans, which as of June 30, 1946, will reach 744 million dol-
lars and by June 30, 1947, 2,684 million dollars, or about
12.5 times the loans outstanding as of June 30, 1945; and
(3) private capital participation. The latter function is

being undertaken on a much larger scale than in the past in

accordance with the policy of Congress that the Bank
should encourage and not compete with private capital.

The Bank, of course, first exhausts the possibility of the
necessary loan being handled by private capital exclusively.

Failing this, the Bank attempts to secure participation in

a portion of the loan without recourse on or guarantee of

the Bank. When this is not possible, the Bank often
arranges for cooperation of private banks whereby all or a
portion of the funds are advanced by private banks but
guaranteed by the Export-Import Bank. It is expected
that during the coming fiscal year the Bank will carefully

explore the possibility of, and if practicable wUl arrange
for, the sale to investors of private capital of some of the
securities in the Bank's portfolio. Additional staff will

be needed in 1947 to arrange for the participation of pri-

vate capital in these several ways.
The three major functions of the Banlv, negotiation of

new credit lines, management of existing loans and new
loan advances, and private capital participation opera-
tions, are under the general direction and supervision of

the Board of Directors.

In addition to the over-all supervision of the board of

directors and the president's office, the functions of the
Bank are carried out by seven groups: (1) the economic
advisory group, (2) engineering advisory group, (3) the

legal group, (4) the technical banking operation group,

(5) treasurer's group, (6) the private capital participation

group, and (7) the secretary's office, including administra-

tive services. The operation of the Bank required 61.3
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man-years in 1945 and will require 86.9 man-years in 1946,

and 129.2 man-years in 1947. The major increases for

1947 are necessitated by the increased lending authority

in the act of July 31, 1945, resulting in an expansion of

the activities of the Bank and requiring a statutory board
of directors and its assisting staff, the newly developed
economic staff, the expanded legal staff, and the newly
created private capital participation staff. Although the

business of the Bank has expanded many times more than
the proposed administrative staff, the board of directors

is of the ophiion that the staff will be adequate to perform
the necessary functions as now foreseen imder the present

lending authority. At the time that the lending and bor-

rowing authority are increased, the requirements for

administrative expenses should be reexamined.
The authorizing language implementing the Bank's

budget for fiscal year 1947 includes the limitation of $780,-

000 for cost of administration, which compares with
$506,666 for 1946. (See exhibit B-1.)

Language

[Export-Import Bank of Washington, administrative ex-

penses: Not to exceed .$372,700 of the funds of the Export-Import
Bank of Washington, continued as an agency of the Government
by the Act of September 26, 1940 (15 U. S. C. 713b), shall be
available during the fiscal year 1946 for all administrative expenses
of the Bank, including personal services and rent in the District of

Columbia; travel expenses, in accordance with the Standardized
Government Travel Regulations and the Act of June 3, 1926, as

amended (5 U. S. C. 821-833); printing and binding; lawbooks and
books of reference; not to exceed $100 for periodicals, $200 for
newspapers, and $200 for maps; and not to exceed $24,000 for the
temporary employment of persons or organizations for special
.services by contract or otherwise, without regard to section 3709 of
the Revised Statutes and the civil-.service and classification laws:
Provided, That all necessary expenses (including .special services
performed on a contract or fee basis, but not including other
personal services) in connection with the acquisition, operation,
maintenance, improvement, or disposition of any real or personal
property belonging to the bank or in which it has an interest,

including expenses of collections of pledged collateral, shall be
considered as nonadministrative expenses for the purposes hereof:
Provided further, That sections 102, 103, and 104 of the National
War Agencies Appropriation Act, 1946, shall have no application to
this appropriation.]

[Administrative expenses: For an additional amount, fiscal

year 1946, for "Export-Import Bank of Washington, administrative
expenses", including the objects specified under this head in the
Second Deficiencv Appropriation Act, 1945, $150,000, pavable
from the funds of the bank.] (Act of July 5, 19J,5, Public Law 1S2;
Act of Dec. 28, 1945, Pvblic Law 269.)

The types of programs set forth in the 1947 budget of the Export-
Import Bank of Washington {12 U. S. C.635), within the funds avail-

able to it, are approved: Provided, That not to exceed $780,000 of such
funds shall be available for its administrative expenses (as shown in its

Statement of Income and Expenses) which shall be arrived at on an
accrual basis, classified in a manner consistent with prior years, and
shall be exclusive of interest paid, depreciation, and properly capitalized

expenditures, of which amount not to exceed $24,000 shall be available for

the temporary employment of persons or organizations for special services

by contract or otherwise, without regard to section 3709 of the Revised

Statutes and civil-service and classification laws. (Act of Dec. 6

,

1946, Public Law 248.)
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Exhibit A
STATEMENT OF SOURCES AND APPLICATION OF FUNDS

(Fiscal years ending June 30, 1945, 1946. and 1947]
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Exhibit C
COMPARATIVE STATEMENT OF FINANCIAL CONDITION

|As of June 30, 1944, 194.i, 1940, and 1947]
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Schedule A-1

CHANGES IN WORKING CAPITAL AND DEFERRED ITEMS
[Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated 1947, estimated

Current assets (increase or decrease*)

:

Accrued interest receivable;

Accrued interest on loans-

Accrued interest on demand deposits with Reconstruction Finance Corporation..

Accounts receivable; Due from borrowers _

Cash;

On hand and in banlts...

With United States Treasury _

With Reconstruction Finance Corporation ._,

Current liabilities (increase* or decrease):

Accrued interest payable on notes

Trust and deposit liabilities:

Due Government agencies

Deposits held subject to refund or application

Accounts payable;

Due Government agencies

Due others

Deferred credits (Increase* or decrease); Discount collected but not earned

Increase in working capital..

$580, 202

•556, 837

•6. 120

35, 931

•904, 260

11,700.000

11,897

119,654

$1, 692, 801

•675, 488

•17, 324

69, 761. 918

•69, 050, 000

•3, 162

•83,442

•6,906

•16,324

•3,000

202.000

10,000

•15,229
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Schedule B-1

ADMINISTRATIVE EXPENSES

[Fiscal years ending June 3U, 1915, 1946, and 1947]

By accounts
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Schedule C-3

ADMINISTRATIVE EXPENSES
[Fiscal years ending June 30, 1945, 1946, and 1947

By objects





SMALLER WAR PLANTS CORPORATION

Creation and Purpose

Smaller War Plants Corporation was created by act of

Congress approved June 11, 1942 (50 U. S. C. 1101) and
was authorized to make loans or advances to enable small
business concerns to finance the construction, conversion,

equipping, or expansion of plants or the acquisition of

materials to be used in the manufacture of war and essen-

tial civilian supplies. The management of the Corpora-
tion was originally vested in a board of five directors

appointed by the President by and with the advice and
consent of the Senate. By Executive Order 9665 certain

functions, including the lending functions of the Corpora-
tion, were transferred to the Reconstruction Finance
Corporation, together with certain of its personnel, prop-
erty, records, assets, and liabilities.

Financial Organization

The act creating the Corporation authorized capital

stock in the amount of $150,000,000 to be subscribed for

by the United States through the Secretary of the Treas-
ury. The act approved January 25, 1942 (Public Law
678, Seventy-eighth Congress) appropriated $150,000,000
to enable the Secretary of the Treasury to purchase this

stock. The authorized capitalization was later increased
to $350,000,000 by the act approved December 8, 1944
(Public Law 474, Seventy-eighth Congress). By the act

approved December 22, 1944 (Public Law 529, Seventy-
eighth Congress) there was appropriated $50,000,000 to

the Treasury Department to enable the Secretary of the
Treasury to purchase additional capital stock.

Developments in the Corporation during the fiscal year
ended June 30, 1945, and from July 1, 1945, through Jan-
uary 27, 1946.—During the fiscal year 1945, Smaller War
Plants Corporation made loans and advances aggregating
$116,023,000 to aid small business concerns, and collected

during the period $97,860,000 on total loans outstanding.
During the first 7 months of the fiscal year 1946, total

loan disbursements amounted to $33,016,000 and re-

ceipts for the same period amounted to $44,310,000.
Land, structures, and equipment under lease to small

business increased during the fiscal year 1945 from
$9,457,000 to $17,285,000. During? the 7-month period
ended January 27, 1946, land, structures, and equipment
under lease declined to $16,546,000 by reason of lease

terminations subsequent to VJ-day.
The net loss of the Corporation for the fiscal year 1945

amounted to $7,263,000 and for the first 7 months of the
fiscal year 1946, $3,912,000. (For additional financial

and operating details see exhibits A, B, and C, and the
supportmg schedules immediately following the textual
material.)

Transfer of Junctions to Reconstruction Finance Corpo-
ration, Department of Commerce, and War Assets Corpora-
tion.—Under the provisions of Executive Order 9665,
dated December 27, 1945, the functions of Smaller War
Plants Corporation indicated below were transferred to

Reconstruction Finance Corporation and to the Depart-
ment of Commerce as of January 28, 1946.

Functions transferred to Reconstruction Finance Corpo-
ration.—Section 4f of the act of June 11, 1942 (Public

Law 603, Seventy-seventh Congress) empowered the
Corporation (1) to make loans or advances on such terms
and conditions and with such maturities as it may deter-

mine to enable small business concerns to finance plant
construction, conversion, or expansion, or to finance the

acquisition of equipment, facilities, machinery, supplies,

or materials, or to supply such concerns with capital, to

be used in the manufacture of articles, equipment, sup-
plies, or materials for war or essential civilian purposes;
and such loans or advances may be made or effected either

du-ectly or in cooperation with banks or other lending
institutions through agreements to participate or by the
purchase of participations, or otherwise; (2) to piu'chase or
lease such land, to purchase, lease, build, or expand such
plants, and to purchase or produce such equipment,
facilities, machinery, materials, or supplies, as may be
needed to enable the Corporation to provide small busi-
ness concerns with such land, plants, equipment, facili-

ties, machinery, materials, or supplies as such concerns
may require to engage in the production of such articles,

equipment, supplies, or materials; (3) to lease, sell, or
otherwise dispose of to any small business concern any
such land, plants, equipment, facilities, machinery, ma-
terials, or supplies; (4) to enter into contracts with the
United States Government and any department, agency,
or officer thereof having procurement powers obligating

the Corporation to furnish articles, equipment, supplies,

or materials to the Government; and (5) to arrange for

the performance of such contracts by letting subcontracts
to small business concerns or others for the manufactiu-e,
supply, or assembly of such articles, equipment, supplies,

or materials, or parts thereof, or servicing or processing in

connection therewith, or such management services as
may be necessary to enable the Corporation to perform
such contracts. In any case inTwhich the Chairman of

the War Production Board certifies to the Secretary of

War, the Secretary of the Navy, the director of the Pro-
curement Division of the Treasury, or to any other officer

of the Government having procurement powers, that the
Smaller War Plants Corporation is competent to perform
any specific Government procurement contract to be let

by any such ofiicer, it shall be the duty of the officer to let

such procurement contract to such Corporation upon such
terms and conditions as may be specified by the Chairman
of the War Production Board. Such subcontracts may
be let upon such terms and conditions as the Corporation
may deem appropriate in accordance with such regulations
as may be prescribed under section 201 of the First War
Powers Act, 1941.

Section 6 of the act of June 11, 1942: "Whenever the
Smaller War Plants Corporation has completed any trans-

action under clause (1), (2), or (3) of subsection (f) of

section 4 of this act, it shall transfer the loan, advance,
plant, equipment, facilities, machinery, materials, sup-
plies, leases, or other property resulting from such trans-

action to the Defense Plant Corporation, and the Defense
Plant Corporation shall service and administer such loan,

advance, or property, as the agent of the Smaller War
Plants Corporation, remitting to the Smaller War Plants
Corporation any interest, principal, or other proceeds or
collections, after deducting its actual expense of service

and administration."
Section 18e of the Surplus Property Act of 1944: Under

this section. Smaller War Plants Corporation is author-
ized to purchase surplus property and resell to small
business subject to regulations of Surplus Property Admin-
istration, when disposal is required to preserve and
strengthen the competitive position of small business.

Section 18f of the same act: Smaller War Plants Cor-
poration is authorized to make or guarantee loans to small
business enterprises in connection with the acquisition,
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conversion, and operation of plants and facilities which
have been determined to be surplus property, and in

cooperation witli the disposal agencies to arrange for

sales of surplus property to small business concerns on
credit or time basis.

Contract Settlement Act of 1944: Smaller War Plants
Corporation under this act is directed to assist small busi-

ness concerns in connection with the securing of interim

financing and the preparation of application for such in-

terim financing and to make interim loans and guaranties.

Also transferred are personnel, property, records, assets,

and liabilities of the Corporation except those transferred

to the Department of Commerce.
The entire transfer of the functions, personnel, etc., of

Smaller War Plants Corporation to Reconstruction
Finance Corporation and the Department of Commerce
was effected under the direction of the Director of the
Bureau of the Budget.
The functions of the board of directors of Smaller War

Plants Corporation which relate to the functions trans-

ferred to Reconstruction Finance Corporation are trans-

ferred to the board of directors of Reconstruction Finance
Corporation.

Functions transferred to Department of Commerce.—All

functions of the Corporation not transferred to the Recon-
struction Finance Corporation were transferred to the

Department of Commerce except the administration of

the preferences accorded veterans by section 16 of the

Surplus Property Act of 1944.

Functions transferred to War Assets Corporation.—By
general amendment dated January 5, 1946, to the regula-

tions of Surplus Property Administration, all duties as-

signed to the Smaller War Plants Corporation by regula-

tions, orders, and special orders of the Surplus Property
Board or the Surplus Property Administration with respect

to the administration of the preferences accorded veterans

by section 16 of the Surplus Property Act of 1944 were
transferred to the War Assets Corporation.

Transfer of assets and liabilities of Smaller War Plants
Corporation to Reconstruction Finance Corporation for
servicing.—At the same time and under the same authority

that certain functions of Smaller War Plants Corporation
were transferred to the Reconstruction Finance Corpora-
tion the remainder of its assets (certain assets were trans-

ferred to Reconstruction Finance Corporation for servicing

and administration under section 6 of the act of June 11,

1942) were transferred to Reconstruction Finance Corpo-
ration for servicing and administration as were all of its

habilities, with the exception of $4,046,521 in cash, and
unpaid obligations in the amount of $505,167, which were
transferred to the Department of Commerce. Of the

$4,046,521 in cash transferred to the Department of

Commerce, $1,765,203 represents that portion of the

imexpended administrative expense appropriation to

Smaller War Plants Corporation for the fiscal year 1946

that was allocated to the Department by the Bureau of

the Budget. The total unexpended administrative ex-

pense appropriation for the fiscal year 1946 at the date of

transfer amounted to $4,538,624. The allocation to

Reconstruction Finance Corporation was $1,223,421.

There follows a schedule showing the specific nature of

the assets and liabilities that were transferred to the

Department of Commerce:

Assets:
Cash:

Appropriation for administrative expenses,
1944 $302, 772. 46

Appropriation for administrative expenses,
1945 1,978,545. 69

Assets—Continued
Cash—Continued

Allocated portion of appropriation for ad-
ministrative expenses, 1946 ---$1, 765, 203. 32

Total 4, 046, 62 1. 47

Liabilities:

Accounts payable:
Prior years unliquidated obligations
Fiscal year 1946 unliquidated obligations.

Total

75, 802. 59
429, 364. 32

505, 166. 91

In addition to the foregoing, furniture and fixtures, paid

for out of funds of Smaller War Plants Corporation appro-
priated to pay administrative expenses, are being allo-

cated to the Reconstruction Finance Corporation and to

the Department of Commerce by the Bureau of the

Budget.
Any balance of the funds transferred to the Department

of Commerce remaining after payment of all obligations

for which the funds were intended is to be paid over to

the Reconstruction Finance Corporation.
The attached statement of financial condition, as of

January 27, 1946, exhibit C, reflects the total assets and
liabilities transferred to Reconstruction Finance Corpo-
ration and to the Department of Commerce.

There is set forth in the budget submission of the Recon-
struction Finance Corporation for the fiscal year 1947 a

statement as to the plan of the Reconstruction Finance
Corporation for servicing and administering the assets

and liabilities taken over from Smaller War Plants Cor-
poration.

[Smaller War Plants Corporation, administrative expenses:
Not to exceed $8,000,000 of the funds of the Smaller War Plants
Corporation, acquired in accordance with the Act of June 11, 1942
(Public Law 603), shall be available for the administrative expenses
of such Corporation necessary to enable it to carry out the functions

vested in it by such Act, to carry out the provisions of section 2 of

such Act, and such other functions as may be lawfully delegated to

the Corporation, including the salary of the Chairman of the Board
at $12,000 and the salaries of four members of the Board at not
exceeding $9,000 each per annum; not to exceed $10,000 for the
employment of aliens; not to exceed $250,000 for the temporary
employment of persons or organizations by contract or otherwise

without regard to the civil-service and classification laws for special

services, including audits notwithstanding section 5 of the Act of

April 6, 1914 (5 U. S. C. 55); printing and binding; reimbursement,
at not to exceed 3 cents per mile, of employees for expenses incurred

by them in performance of official travel in privately owned auto-
mobiles within the limits of their official stations; procuirement of

supplies, equipment, and services without regard to section 3709 of

the Revised Statutes where the amount involved in any one case

does not exceed $300; not to exceed $50,000 for deposit in the general

fund of the Treasury for cost of penalty mail as required by section

2 of the Act of June 28, 1944 (Public Law 364); and rent in the

District of Columbia: Provided, That, as determined by the chair-

man of the Board of Directors, or such officer as may be designated

by the Board of Directors for the purpose, expenditures (including

expenditures for services performed on a force account or contract

or fee basis) necessary in acquiring, operating, maintaining, im-
proving, or disposing of real or personal property belonging to the

Corporation or in which it has an interest (except property acquired

for the administrative purposes of the Corporation), including

expenses of collections of pledged collateral and expenses of service

and administration of its loans, advances, and property under
section 6 of said Act of June 11, 1942, shall be considered as non-
administrative expenses for the purposes hereof and not to exceed

$1,000,000 of the funds of the Corporation shall be available for

the objects named in this proviso: Provided further, That no part

of said $8,000,000 shall be obligated or expended unless and until

an appropriate appropriation account shall have been established

therefor pursuant to an appropriation warrant or a covering war-
rant, and all such expenses shall be accounted for and audited in

accordance with the Budget and Accounting Act.] (Act of July

17, 1945, Public Law 156.)

Note.—The functions of the Smaller War Plants Corporation were transferred to the

Department of Commerce and the Reconstruction Finance Corporation by Executive

Order 9665, dated Dec. 27, 1946. Public Law 301, approved February 18, 1946, rescinded

$1,550,000 of this authorization.
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30. 1945, and (or period July 1, 1945, through Jan. 27, 1946]

1945, actual
July I, 1945, through Jan.

27, 1946, actual

FUNDS APPLIED
To make loans to industry.

To acquisition and improvements of land, structures, and equipment

To operating expenses;

Administrative expenses

Reconstruction Finance Corporation charges for servicing loans and leases

Expense relatine to loans and leases absorbed by Smaller War Plants Corporation-

Insurance e.xpcnse

Cancellation of lease expense

Other expense, warehousing, drayage, etc

Foreclosure expense _ -

Credit investigation expense..

$116,023,071

7, 952, 921

$8, 177, 903

645, 703

14. 949

723

2, 675

1.479

3,927

$3, 890, 740

266, 168

16, 734

To nonoperating expenses: Plant clearance, leases terminated..

To increase worliing capital

8, 747, 359

18,855,351

Total rands applied..

FUNDS PROVIDED
By capital and snrplns subscriptions

By repayments on principal of loans

By sale of machinery

By operating income;

Interest earned on loans and notes

Compensation earned on deferred participations in bank loans

Rentals on leased machinery and equipment

Other income

1, 262. 785

66, 917

2,344,451

Total funds provided.

50, 000, 000

97. 860, 323

45, 226

$33, 015, 541

638,475

4, 178, 552

3S,816

8, 957, 846

44, 309, 556

631, 053
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Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSES

[Fiscal year ending June 30, 1945, and for the period from July 1, 1945 through Jan. 27, 1946)

July 1, 1945. through Jan.
27, 1946, actual

Operating income:

Interest earned on loans

Interest earned on veterans notes. - —

.

Compensation earned on deferred participation in banl£ loans.

Centals on leased machinery and equipment -

Other Income

Total operating income

Operating e?Lpenses:

Administrative expenses:

For current fiscal year

Plus Cor minus*) prior year adjustments.

Defense Plant Corporation charges for servicing loans and leases

Expenses relating to loans and leases absorbed by Smaller War Plants Corporations.

Insurance expense ^

Cancellation of leases, expense...

Other expense (warehousing, drayage, etc.)

Foreclosure expense -.-

Depreciation, machinery and equipment

Depreciation, ofBce furniture and equipment

Credit Investigation expense

Total operating expenses..

Net operating loss

Nonoperating expense:

Loss on sale of machinery and equipment

Machinery and equipment charged off... ,

Charges to machinery and equipment reserve..

Loans receivable charged oil

Plant clearance expense, leases terminated

Total nonoperating loss.

Net loss before adjustments of valuation reserves

Adjnetmonts of ralQalion reserves: Reserve for losses on loans.

Net loss for period.

66,917

2, 344, 451

8, 177, 903

•78,267

8, 099, 646

545, 703

14, 950

723

2,675

1,479

3,927

1,617,347

66, 263

7,769

7,894

6,787,003

476, 262

$672, 282

6,032

77, 618

1, 233, 461

329

3, 890, 740

242, 380

4, 133, 120

265, 168

8,394

2,263

970, 241

29, 783

1,161

171,970

38, 816

3, 837, 339

74,343

ANALYSIS OF DEFICIT

Balance at beginning of fiscal year.

Net loss for the year

Total

Plus surplus adjustments during the year (net)

.

Balance at end of fiscal year.

19, 600, 464

1, 310, 989

$20,811,463

'3,911,682

34, 723, 13S

98, 896

•Deduct.

> 7 months.
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[As of June 30, 1944, 1945, and Jan. 27, 1946]

June 30, 1944, actual June 30, 1946, actual Jan. 27, 1946, adjusted

Cash
Loans receivable:

Due from others:

Loans to aid industry

Less: Reserve for losses..

Accounts and notes receivable:

Due from Government agencies

Due from otliers: Miscellaneous..

Accrued assets:

Interest on loans

Interest receivable, participations purchased.

Interest on notes receivable from veterans

Land, structure, and equipment...

Less: Reserve for depreciation

Total assets..

UABIUTIES
Accounts payable:

Due others:

Unliquidated obligations, administrative..

Vendors

Trust and deposit liabilities:

Borrowers real estate taz deposits ._

Deposits for accommodation purchases.

Undistributed credits

Other liabilities:

Insurance, fire loss suspense-

Reserve for adjustment of profit on prime coutracts..

Total liabilities.

Paid-in capital: Capital stock (United States interests).

Earned surplus: Deficit

Total capital and liabilities..

116, 433

2,035

383, 938

661,074

6,121

69, 357

433, 923

160,000,000

•12, 237, 199

39, 975, 666

•1,097,065

10, 274, 438

91, 956

204, 374

4,481

17, 284, 645

•2,230,441

701, 921

512, 137

14, 189

11,874

1, 370, 624

3,027

410,814

200, 000, 000

•20,811,453

28, 609, 671

•1, 171, 408

262. 192

6,343

3,397

16. 646, 032

•2. 919, 923

180, 876, 702

76, 803

837, 838

8,946

3,936,898

135,036

83, 454

670, 760

200, 000, 000

•24. 822, 030
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Schedule A-1

CHANGES IN WORKING CAPITAL

[Fiscal year ending June 30, 1945, and for the period July 1, 1945 through Jan. 27, 1946)

July 1, 1946 through Jan.
27, 1946, actual

Current assets (increase or decrease*)

;

Cash

Accoiuits and notes receivable _

Accrued assets

Current liabilities (increase* or decrease);

Accounts payable

Trust and deposit liabilities:

Borrowers real estate tax deposits

Deposits for accommodation purchases

Undistributed credits -.-

Insurance, fire loss suspense

Reserve for adjustment of profit on prime contracts.

Increase In working capital

1, 057, 473

169, 495

90,386

21,013,494

•9, 442, 479

61, 077

•8,068



TENNESSEE VALLEY ASSOCIATED COOPERATIVES, INC.

Creation and Pdbpose

The Tennessee Valley Associated Cooperatives, Inc.,

was incorporated January 25, 1934, under the laws of

the State of Tennessee, for the pui-pose of receiving and
administering a grant of funds made by the Federal
Eniergency Relief Administration to the State of Tennes-
see. The funds were made available to assist in organ-
izing, fostering, and financing a chain of self-help cooper-
ative enterprises needed to improve the economic welfare
of the lower-income families in the Tennessee Valley area;
to assist in the development of cooperative enterprises m
the Tennessee Valley area thi'ough educational services

to individuals and associations concei'ning the principles of

cooperative enterprise; to determine which of the vari-

ous types of cooperative organizations could advantage-
ously be created and utilizecl in the ai-ea ; and to accumu-
late data and evaluate the services which might be
economically rendered by such organizations as well as

other scientific data and information useful and valuable
from an economic standpoint. The directors of the
Tennessee Valley Authority served as the incorporators
of TVAC and as its first board of directors, but in so

doing, acted in their private capacity as individuals

rather than in their official capacity as TVA directors.

The present directors of TVAC have no present comiec-
tion with the TVA. No act of Congress or executive order
or Federal statute specifically authorized the creation of

TVAC.

Financial Organization and History

On March 12, 1934, TVAC received an outright grant
of Federal fmids in the amount of $300,000. This grant
was made by Federal Emergency Relief Administration
to the Governor of the State of Teimessee in the same
manner as all other grants made by that agency to or

for the benefit of self-help cooperative enterprises, namely,
through the medium of the State Emergency Relief

Administration. This grant constituted all of the fmids
made available to TVAC and no funds were ever ad-
vanced to it by Congressional appropriation. The
incorporators recognized the nonpi'ofit character of this

proposed corporation and wanted to assm-e that none of its

fmids could inure to any private shareholder. Therefore,
they caused the certificate of incorporation to provide
that all of the capital stock be issued and held in the
name of the United States, the voting rights of such stock
being exercised by the directors. In so doing, the incor-

porators and the State of Tennessee created a Corpora-
tion without sanction or any intent of the Federal
Government to create a Government corporation or to

exercise Federal control. In fact, both the officials of

FERA and TVA always considered TVAC to be entu-cly

separate from the Federal Government. TVAC has
complied with the financial reporting requirements of

Budget-Treasury Regulation No. 2 issued pursuant to

Executive Order 8512 of August 13, 1940, smce the be-
ginning of the fiscal year 1942. Prior to the act of Febru-
ary 24, 1945 (12 U. S. C. 15) the General Accounting
Office had not been required to audit the financial trans-

actions of this Corporation. Wlien the grant was re-
ceived by TVAC, the directors did not consider the fund
as consideration for the stock subscribed for by the incor-
porators. However, as a purely accountmg matter, by
resolution as permitted -by the Tennessee statutes, the
directors set up on the books of TVAC $1,000 of the fund
as capital stock and the remainder, $299,000, as paid-in
surplus.

The affairs of TVAC are managed by an Administrator
pursuant to directives of the board. An agreement was
made between the TVAC and the Land 0' the Sky Mutual
Association, Inc., a North Carolina regional or service
cooperative association, providing that the Land 0' the
Sky Mutual Association, Inc., act as disbursing agent for
TVAC. Under this agreement, funds approved by the
board for projects are disbursed through Land O' the Sky
Mutual Association, Inc., and the member cooperatives.
When the products of the member cooperatives are sold
through the Land O' the Sky Mutual Association; Inc.,

moneys are collected and applied against loans made by
TVAC. The fmids may then be used to make new loans,
thereby constitutmg a revolvmg fund. However, durmg
1946 and 1947 no additional loans are contemplated.

divestment of federal control

The problem of continued Federal ownership is being
studied. It is probable that legislation wUl be sub-
mitted separately to the Congress for the purpose of
divesting the Government of any proprietary interest in
the stock and assets of the corporation and empowering
the directors to take such action, by amendment of the
corporate charter or otherwise, as may be appropriate and
necessary to insure that the funds of the Corporation wiU
be used and administered in accordance with the purposes
of the origmal grant.

Analysis of Budget Programs by Major Activities

The authority for TVAC to carry on its activities is

found in the certificate of incorporation granted by the
State of Tennessee on January 25, 1934. These include

both revenue-producing and nonrevenue-producing activ-

ities as described m the follo\ving paragraphs.
Revenue-producing activities.—Interest on loans to"mem-

ber cooperatives constitutes the primary revenue-produc-
ing activity of TVAC. The authority for making loans

is vested in the board of directors of TVAC, who usually

provide either foi' a purchase of preferred stock or for the

acceptance of demand notes of member cooperatives.

To qualify for eligibility borrowers must be under the

cooperative laws of the State in which they are located,

officers and members must be producers of said coopera-

tive, and there must be a need for such loans to relieve

distress among farmers and idle workers in the area of

activity of the borrowing cooperative. Borrowing cooper-

atives have no ownership or control in the TVAC. In-

terest rates originally charged on loans made through the

acceptance of demand notes was 3)2 percent on construc-

tion loans and 4 percent on operating loans. Interest rates
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are now governed, more or less, by local banking rates and
average approximately 2 percent. The size of loans is

governed by the amount of business the borrowmg coopera-

tive expects to do. This is determined by the presentation

of a budget showing the needs of the cooperative in ad-

vance of the operating season. Because the program is

more or less a relief program, the amount of the loans

actually has been determined more by the needs of the

borrowing cooperative than by appraisals of the security.

The TVAC has a lien on the fLxed assets of the borrowing

cooperatives and on mveutories of finished goods created

through the use of the loans when such inventories are not

used as collateral for bank loans. Repayment is made
when the products of the various member cooperatives are

sold. The proceeds of repayments are retiu-ned to the

TVAC and credited on the notes of the borrowmg coopera-

tives. Insurance is carried on fixed assets and inventories

by the borrowing cooperatives with a loss clause running

to TVAC to protect its interest and to preserve its secu-

rity. There are no fees charged or no cost to the borrower

for servicing a loan.

Nonrevenue-producing activities.—The TVAC has spon-

sored cooperative associations in the area for the purpose

of promoting cooperative enterprise among the hJiabitauts

in their respective territories. Thus, m order to promote

certain of these cooperatives, many iionrevenue-producing

activities have been performed. The cunudatiye costs of

these activities contribute to the deficit shown in exliibits

B and C.
During the fiscal year 1945 TVAC has continued in its

educational program. It is recognized that no one of the

member cooperatives could aft'ord the expense of such a

program. The use of fertilizer in correct proportions, the

best types of seed, and proper growuig practices cannot be

evaluated in terms of actual dollars and cents. Thus, it

is felt that this educational program should continue

during fiscal years 1946 and 1947.

Operating Results

Inasmuch as the TVAC made no new loans during the

fiscal year 1945, and does not propose any during the

fiscal years 1946 and 1947, its loan account is decreasing

due to cash repayments of principal. Likewise, the

Corporation has not subscribed and does not propose to

subscribe to any additional stock in cooperative associa-

tions. However, both loans and stock subscriptions will

depend upon conditions confronting the cooperative asso-

ciations served by the TVAC. Should there be any
change m present conditions the lending activities of the

corporation may be resumed.
As a result of the steady reduction in its loan account

this Corporation's gross income, which in 1945 amomited

to $6,896, is expected to decrease to $6,361 during the

fiscal year 1946 and to $4,000 in 1947. Its chief expense
is represented by services performed for it by the Land
O'the Sky Mutual Association, Inc., which furnishes gen-

eral administrative services. The cost of these services

amounted to $2,000 for the fiscal year 1945 and it is

expected that a similar amount will be paid durmg each

of the next 2 fiscal years. In addition the budget for

the fiscal years 1946 and 1947 mclude the cost of the

financial audit by the General Accountuig Office. No
experience is available as to the amount of such costs

but the budget includes provision for $500 for each year.

As a result of the decrease in mcome and the increase in

expense the net profit of the TVAC will decrease from
$4,887 in 1945 to $3,691 in 1946 and to $1,300 in 1947.

Financial Condition

The TVAC has no property except the cash and securi-

ties shown in the financial statement. The office equip-

ment is furnished by the regional cooperative, Land O' the

Sky Mutual Association, Inc.

During the fiscal year 1945, cash increased and notes

receivable, representing loans to member cooperatives, de-

creased due to the fact that all active borrowers are making
regular payments on prmcipal and interest. Between
June 30, 1945 and June 30, 1947, it is expected that loans

to cooperative associations will decrease fi-om $234,638 to

$220,890. The preferred stock investment m cooperative

associations, amoimting to $33,825, will remain unchanged
durmg this period. In connection with the loans to coop-

erative associations attention is called to the difiiculty of

making a real appraisal of the value of such notes as long

as the borrowers are making payments, but a reserve of

$1 10,000 for losses has been established. When such loans

are written off by the TVAC the amount will be handled as

grants to cooperatives and the net loss charged to surplus.

During the fiscal year 1946 advances to experimental

projects of $1,982 and notes receivable of Shady Grove
Cooperative, Inc., of $7,398 will be written ofl' as grants to

cooperatives. The sum of these amounts, $9,380, is shown
on exhibit B.

On Jrme 30, 1945, paid-in surplus amounted to $290,486

and net worth totaled $300,095. (See exhibit C.) As a

result of the aforementioned charge-off and the establish-

ment of reserves for losses on outstanding loans, partly

ofi^set by the estimated net profit during fiscal years 1946

and 1947, the net worth by June 30, 1947, will be reduced
to $185,706.

Language

The types of programs set forth in the 194-7 budget of the Tennessee
Valley Associated Cooperatives, Inc., within the funds available to it,

are approved. (Act of Dec. 6, 1946, Public Law 248.)
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 1945, 1946, and 1947)
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Exhibit C
COMPARATIVE STATEMENT OF FINANCIAL CONDITION

|As of June 30, 1941, 1945, 1946. and 1947]
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Schedule 3

GRANTS TO COOPERATIVES—CUMULATIVE TO THE END OF EACH FISCAL YEAR

(As of June 30, 1944, 1945, 1946, and 1947)

Mountain Valley Cooperative, Inc. .

.

Women's Home Industries

Black Walnut Project

Tennessee Valley Barite Cooperative-

Advances to Experimental Projects...

Shady Grove Cooperative, Inc

Total

$7, 000

1,260

$7,000

1,2S0

$7,000

1,250





TENNESSEE VALLEY AUTHORITY

Creation and Purpose

The Tennessee Valley Authority is a corporation created

by Act of Cong]-ess on May 18, 1933 (16 U. S. C. 831). It

was established "to improv^e the navigability and to

provide for the flood control of the Tennessee River, to

provide for reforestation and the proper use of marginal
lands in the Tennessee Valley, to provide for the agri-

cidtural and industrial development of said valley, to

provide for the national defense by the creation of a cor-

poration for the operation of Government properties at

and near Muscle Shoals in the State of Alabama, and for

other purposes."
To accomplish these purposes the corporation was

specifically authorized to construct such dams and reser-

voirs in the Tennessee River and its tributaries as will

provide and maintain a 9-foot channel in the river from
Knoxville to its mouth and will best serve to promote
navigation on the Teruiessee River and its tributaries and
control destructive floodwaters in the Tennessee and
Mississippi drainage basins (16 U. S. C. 831c). Insofar

as may be consistent with these navigation and flood con-

trol objectives, it was directed to provide and operate
facilities for the generation and sale of electric energy
(16 U. S. C. 831h).

The corporation was also specifically authorized to take
over the World War I munition plant facilities in the vicin-

ity of Muscle Shoals, Ala. (16 U. S. C. 831f), and to utilize

and enlarge these facilities to develop and demonstrate
new forms of fertilizer under practical farm conditions
and to provide munitions for military pm'poses (16
U. S. C. 831d). In addition, the President determined
by E.xecutive Order 6161 (June 8, 1933) that TVA should
make the sm'veys, plans, experiments, and demonstra-
tions contemplated by the act to further the proper use
and development of the natm-al resom'ces of the Tennes-
see River basin and adjoining territory (16 U. S. C. 831u).

Financial Organization

The TVA program has been financed from congres-
sional appropriations, proceeds from the sale of power and
other products, including the sale of real and personal
property, and proceeds from the sale of bonds. The
congressional appropriations, totaling $667,969,270 to

June 30, 1945, have been made available for all of the
purposes of the TVA Act and, up to the fiscal year 1945,
were used (1) to provide funds necessary for development
and construction activities not financed from proceeds
under the terms of section 26 ' of the TVA Act (16 U. S. C.
831y), and (2) to supplement proceeds when such pro-
ceeds have not been sufhcient to finance the activities

referred to in section 26 of the act. The amounts pro-
vided to supplement proceeds were required primarily
for the construction of power facilities to keep pace with
the rapid growth in the power requirements in the area
(16 U. S. C. 831k). During the fiscal year 1945, proceeds

' Sec. 26. Commencing July 1, 19.36, the proceeds lor each fiscal year derived by the
Board from the sale of power or any other products manufactured by the Corporation,
and from any other activities of the Corpnration including the disposition of any real or
personal property, shall be paid into the Treasury of the United States at the end of
each calendar year, save and except such part of such proceeds as in the opinion of the
Board shall be necessary for the Corporation in the operation of dans and reservoirs, in
conducting its business in generating, transmitting, and distributing electric energy and
in manufacturing, selling, and distributing fertilizer and fertilizer ingredients. A con-
tinuing fund of .$1,000,000 is also excepted from the requirements of this section and may
be withheld by the Board to defray emergency expenses and to insure continuous opera-
tion: PTorided, That nothing in this section shall be construed to prevent the use by the
Board, after June 30, 1936, of proceeds accruing prior to July I, 1936, for the payment of
obligations lawfully incurred prior to such latter date. (48 Stat. 71, as amended by 49
Stat. 1079.)

from the sale of power and from other corporate sources
exceeded actual fund requhements for section 26 activities

by $12,597,744. In December 1945, on the basis of a
determination of the TVA board of directors in accord
with the provisions of section 26, this sum was paid into
the Treasury of the United States.

Starting as of Jidy 1, 1945, on the basis of a change in

appropriation language approved in the Independent
Offices Appropriation Act, 1946, the following procedure
for the deposit and disbursement of funds was instituted:

1. All appropriated funds are placed in a fiscal year
appropriation account subject to withdrawal in the usual
manner.

2. All receipts are deposited, as received, in a collection

account with the Treasurer of the United States.

3. All disbursements are made from the appropriation
account.

4. The appropriation account is reimbursed monthly
from the collection account for all expenditures accrued
during the previous month on account of activities being
financed out of proceeds, in accordance with the provisions
of section 26.

5. The balance in the collection account, after all settle-

ments for the fiscal year and any reservations made pur-
suant to section 26 of the act, is avadable for payment
into the general fund of the Treasury within 6 months
after the close of the fiscal year. (See H. Rept. 54, 79th
Cong., 1st sess.)

The annual congressional appropriation for each fiscal

year provides funds for development activities and for

those construction activities which are not being financed
from proceeds under the terms of section 26. The segre-

gation of activities by source of funds for the fiscal years
ending June 30, 1945, 1946, and 1947 is shown in exhibit A
of the financial statements presented herewith. Exhibit B
presents a comparative statement of income and expense
for these 3 years and exhibit C a comparative statement
of financial condition.

TVA has issued bonds totaling $65,072,500 for (1) pur-
chase of electric utility properties; (2) rehabilitation of

these properties; (3) connection of purchased properties

with the electric system of the TVA; and (4) loans to

States, counties, municipalities, and nonprofit organiza-
tions for acquisition of facilities for distributing TVA
power. All authority for the issuance of bonds, except for

an amount not to exceed $5,000,000 for refunding pur-
poses, expired as of January 1, 1941 (16 U. S, C. 831n-2
and 3). As of that date, bonds outstanding and held by
the United States Treasury amounted to $56,772,500 and
those held by the Reconstruction Finance Corporation
amounted to $8,300,000. As of June 30, 1945, the former
were still held by the Treasury, but the amount held by
RFC had been reduced to $4,300,000. All bonds out-

standing are fully guaranteed as to interest and principal

by the United States Government.

Analysis of Budget Program by Major Activities

The budgetary requirements of the TVA for the fiscal

year 1947 are based on an analysis of the resource develop-
ment problems and opportunities in the Tennessee Valley
along with the other factors affecting revenues and oper-

ating expense. During the war years, long-range resource

development objectives have necessarily been subordi-

nated to more immediate war requirements. A redirec-
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tion of emphasis, well started in the current year, will be
continued in 1947. In cooperation with State and local

institutions, TVA will maintain and strengthen programs
being carried on with farmers, businessmen, and others to

bring about the integrated and unified development and
use of the total resources of the Tennessee Valley region
during the period of reconversion from war to peace.
Rough estimates indicate that regionwide application

of proven resource development teclmiques can double
or treble the net income from farming and forestry. Like-
wise, the opportunity exists greatly to expand employment
and profits in the mining, manufacturing, and service
industries of the region, including recreation. It is also

clear that these gains can be accomplished by methods
which increase soil fertility, prevent erosion, improve the
year-round water supply, and otherwise promote the
general welfare of the region. These programs are the
key to continued progress toward a liigher level of income
in the region.

These development activities, as well as operating
forecasts for the navigation, flood control, power, and
fertilizer programs are discussed in ensuing sections of
this analysis. These sections outline the basis for a 1947
appropriation request of $36,572,000 and plans for the
use of an estimated $28,579,000 of net corporate proceeds
derived from power and chemical operations and other
sources.

ANALYSIS OF NAVIGATION, FLOOD CONTROL, AND POWER
PROGRAMS

One of the major objectives of the TVA Act is the uni-
fied development of the Tennessee Eiver system for navi-
gation, flood control, and power purposes (16 U. S. C.
831c). With the closure of the Kentucky and Fon-
tana Dams during the fiscal year 1945, the flow of water
in the Tennessee River system is being regulated through
26 major dams and reservoir projects. Nine of these proj-
ects, located on the main stem of the Tennessee River,
provide a 650-mile, 9-foot navigable channel from Knox-
ville, Tenn., to the mouth of the river near Paducah, Ky.
The remaining 17 major projects are located on tribu-
taries of the Tennessee River as follows: 8 in the Hiwassee
River watershed; 6 in the Little Tennessee River water-
shed; and 1 each in the watersheds of the French Broad,
Holston, and Clinch Rivers. Five of the major projects
in the Little Tennessee River watershed and 3 of the
smaller hydroelectric plants, with a combined generating
capacity of 311,120 kilowatts, are owned by the Aluminum
Co. of America but operated as an integral part of the
TVA system in accordance with an agreement which be-
came effective as of January 30, 1945. The controlled
flood storage capacity of the entire system of projects,
ranging from 11,200,000 acre-feet in January to 10,500,000
acre-feet in April, is sufl!icient to reduce the crest of the
greatest flood of record at Chattanooga, Tenn., by at least
16 feet, and the crests of major floods at Cairo, 111., from
2 to 4 feet.

The combined hydroelectric ?;enerating capacity of
these 26 major projects, plus 1 major project on a tribu-
tary of the Cumberland River and 9 small hydroelectric
plants in the Tennessee watershed was 2,056,702 kilowatts
as of June 30, 1945. The combined capacity of all gen-
erating stations, including all fuel plants owned or leased
as of June 30, 1945, was 2,513,102 kilowatts.

Plant in service as of June 30, 1945.—The total TVA
investment in dams, reservoirs, hydroelectric and fuel
generating stations, and transmission facilities in service

as of June 30, 1945, was $736,693,279. The allocation of

this investment in accordance with the provisions of sec-

tion 14 of the TVA Act (16 U. S. C. 831m) was $144,968,-
368 to navigation, $150,951,945 to flood control, and
$440,772,966 to power. Details of this investment are
shown in exhibit C and further details together with the
method of allocation are presented as appendix C of the
Annual Report of the Tennessee Valley Authority for the
year ending June 30, 1945, pages 233 to 235, inclusive.

Construction program.—1946 and 1947.—During the
fiscal year 1945, the Kentucky and Fontana projects were
placed in operation after 6 years of construction on Ken-
tucky and 3 years of construction on Fontana. As of

June 30, 1945, all that remained to be done on the Ken-
tuck}^ project was the installation of two 32,000-kilowatt
generator units, the completion of certain upper elevation
highway and railroad relocations, and the completion of

site improvements and final clean-up at the dam. On the
Fontana project, site improvements and final clean-up at

the dam were the only important features remaining to be
completed. Most of this work will be completed in the
fiscal year 1946 except for the fifth generator unit at
Kentucky, which is scheduled for completion in December
1946.

Except for the work on the Kentucky and Fontana
projects and diverse small site improvement and clean-up
jobs deferred during the war at other completed projects,

the construction of transmission system additions to keep
pace with shifting power requirements and achieve peace-
time standards of service is the major element in the 1946
construction program for navigation, flood control, and
power purposes.

The construction program for the fiscal year 1947 pro-
vides for resumption of construction on one of the Upper
Holston projects; for completion of changes at the Hales
Bar project to provide a 9-foot channel in the upper end
of the Hales Bar pool; for start of construction on changes
at lock and dam No. 1 below Wilson Dam to provide
standard channel widths and depths; for completion of

the fifth generator unit at Kentucky Dam; for construc-

tion of transmission system changes as necessary to meet
the growth and location of load requirements; for con-
struction of a power system service building at Wilson
Dam, Ala.; and for numerous other small construction
jobs.

The resumption of construction on Watauga Dam, one
of the Upper Holston projects is scheduled to start on
July 1, 1946. Work on these two multiple-purpose dam
and reservoir projects, known respectively as the Watauga
and South Holston projects, was started in December
1941. Construction was stopped on Watauga in Decem-
ber 1942 and on South Holston in April 1943, in compli-
ance with orders issued by the War Production Board to

divert critical manpower and materials to projects directly

related to war production goals. As of June 30, 1945,
expenditures for the Watauga project amounted to

$4,354,000 and for the South Holston project, $6,496,000.
The construction schedule and plans now call for resump-
tion of construction on Watauga in the summer of 1946
and on South Holston in the summer of 1948. Watauga is

scheduled for completion in the summer of 1949 and South
Holston in the summer of 1951. This will permit the two
projects to be built in sequence to achieve maximum
economy by reducing the peak use of skilled personnel
and heavy construction equipment.
Both projects, when completed, will be utilized in the

control of floods in the Upper Holston drainage basin.

Watauga will provide complete flood protection for
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Elizabethton, Tenn., and partial protection for Kingsport,

Tenn., and South Holston will provide additional pro-

tection needed at Kingsport. Both projects will add to

the control of streamflow on the Tennessee system as a

whole. The energy from the projects will be particularly

useful in meeting growth in power requirements of the

upper east Tennessee portion of the TVA system which
was acquired by the TVA and the municipalities and
electric cooperatives of this area in June 1945 from the

East Tennessee Power and Light Co.
Plans for the Watauga project provide for the initial

installation of one 25,000-kilowatt generator with pro-

vision made for the ultimate installation of a second unit

of the same capacity. Plans for the South Holston
project provide for the initial installation of one 30,000-

kilowatt unit, which will be the ultimate capacity of this

plant. The total estimated cost of the Watauga project,

with two units installed, is $29,500,000, and of the South
Holston project, with the ultimate single unit, is

$31,500,000.
The raising of Hales Bar Dam, which is now scheduled

for completion in June 1947, will increase the reservoir

level 3 feet above that provided by the present temporary
flashboards. These flashboards were installed in 1942,

when construction of permanent facilities was stopped
by order of the War Production Board. The Hales Bar
Dam, completed in 1914 by the Tennessee Electric Power
Co., was acquired by the TVA in 1939 by purchase from
this company. The present project to increase the

height of the dam, including work already completed at a

cost of $720,000, is estimated at $4,700,000. The in-

creased height is required to provide standard navigation
depths in the upper end of the Hales Bar pool. It wOl
also improve the regulation of the Hales Bar pool for

flood control and power purposes.

The changes planned at lock and dam No. 1, now esti-

mated to cost $700,000, are necessary to provide standard
channel depth and width between the upper end of the
Pickwick pool and the locks in Wilson Dam. The work,
scheduled for completion in the fall of 1947, consists of

dredging operations in the 2 Jo-mile Florence Canal and
immcdiatel}' below lock and dam No. 1.

Expenditures for construction and purchase of naviga-
tion, flood control, and power facilities in fiscal years 1945,

1946 and 1947 are included in schedule C-1 submitted
herewith. Actual net expenditures in 1945 totalled

$32,744,729. The comparable estimates for 1946 and
1947 are $20,590,813 and $29,692,000, respectively. The
consti-uction estimates, prepared in the fall of 1945, assume
peacetime schedules for the delivery of materials and
equipment. Developments since the estimates were pre-

pared mdicate that manufacturers cannot now meet these

delivery schedules, and some portion of the work now
scheduled for 1946 may not be completed until 1947. It

is expected, however, that the 2-year program will be on
schedule by the end of that year.

Common operations.—Since a large part of the expense
of the navigation, flood control, and power programs is

incurred in the operation of multiple-purpose dam and
reservoir projects, which serve all of these purposes,

these common operations are presented separately in

schedule B-5 along with the amounts allocated to each
progi-am in accordance with the provisions of section 14

of the TVA Act (16 U. S. C. 831m). The substantial

increases in common expenses estimated for 1946 and
1947 over the actunl expense in 1945 result from full-year

operation of facilities which were in service for only part

of the fiscal year 1945. The Kentucky project went into

service in September 1944 and the Fontana project in

February 1945. During the wartime emergency, the
Cherokee, Douglas, Chatuge, and Nottely projects were
operated to produce power with minor regard for flood

control and navigation. As of February 1, 1945, they
were shifted to a multipurpose method of operation and
their operating, maintenance, and depreciation expenses,

charged direct to power during the emergency, were
included in the common operations category for alloca-

tion along with costs of other multipurpose projects.

The allocations of common expense to the navigation,

flood control, and power progi-ams in 1946 and 1947 are

made by use of the same allocation percentages in effect

as of June 30, 1945. Alaintenance and depreciation costs

are allocated 40 percent to power, 30 percent to naviga-

tion, and 30 percent to flood control, and the costs of

operation are allocated one-tliird to each progi-am.

Navigation operations.—The total expense of navigation

operations, includmg the allocated portion of common
expense, is shown in schedule B-1. It is still too early

in the life of the 650-mile, 9-foot navigable channel to

compare actual benefits with total costs of providing the

channel, including costs incurred on the River by the

Corps of Engineers and Coast Guard. The trend of

growth m volume of river traffic supports the 1944 fore-

cast that annual savings to shippers should exceed

$9,000,000 a year by 1960. (See H. Doc. 159, 79th

Cong., 1st sess., p. 988.) This traffic now averages about
20,000,000 ton-miles a month despite shortages of tugs

and barges. Aid to shippers and barge-lme operators in

the development of river traffic through engineering and
economic studies of the diverse factors affecting the use

of the new waterway is the pressing need at the present

time. The 1947 estimate, like the 1946 estimate, includes

$1 12,000 for continuation of studies and technical advisory

assistance for that purpose. Financial results in the

operation of the four public-use river terminals and a

coal-loading facility, which were built oy the TVA for

war emergency use, are expected to improve m 1946 and
1947, but they will still operate at a net expense for several

years. Busuiess volume in these operations will idtimately

increase with the increase of river transportation and there-

by make it feasible to transfer these facilities to a public

or private enterprise for commercial operation as con-

templated. The terminal facilities are playing an im-

portant part in the development of traffic on the river.

Their continued developmental operation will contribute

materially to the achievement of full use of the navigation

system and will thereby aid in strengthening and diversi-

fying the system of production, trade, and commerce in

the Tennessee Valley.

Flood control operations.—The total expense of flood

control operations, including the allocated portion of

common expense, is also shown in schedule B-1. In

January 1946 a flood at Chattanooga, Term., which if

uncontrolled would have been the fifth highest of record,

was reduced 10 feet by the operation of TVA reservoirs,

preventing property damage of from 7 to 10 million dollars.

While no major floods occurred in the Teimessee Valley

during 1945, the system was operated to reduce flood

crests on the Ohio from 0.7 to 1.7 feet during the flood

periods of March and April 1945. The benefits to the

alluvial valley of the Mississippi resulting from the assur-

ance of a 2-foot reduction in Mississippi River flood crests

have been conservatively estimated at $100,000,000 to

$200,000,000. (H. Doc' 455, 76th Cong., 1st sess.) It

has also been estimated that the largest flood of record,

that of 1867, if it occurred today without regulation, would
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cause damage of nearly $40,000,000 at Chattanooga, one
of the major danger points in the Tennessee Valley for

which the TVA system provides protection. The present
system of reservoirs could control the 1867 flood to the
point where no extensive damage would occur at Chatta-
nooga. When channel improvements and levees as pro-

posed are provided at Chattanooga, a development made
feasil)le by upstream storage in TVA reservoirs, this city

will be fully protected against floods exceeding by more
than 50 percent that of 1867. The Chattanooga levees

and channel improvement project will, when built, also

accommodate the operation of upstream reservoirs to

achieve the degree of flood protection below Chattanooga
and in the lower Ohio and Mississippi Rivers for which
the TVA system was designed and built.

No hicrease in flood storage capacity is scheduled for

completion in 1946 or 1947. The resumption of construc-
tion on the Upper Holston projects will increase the flood

storage capacity of the system, measured at the beginning
of the flood season, by 260,000 acre-feet on completion
of Watauga in the summer of 1949, and by an additional

300,000 acre-feet on completion of South Holston in the
summer of 1951. An engineering study of the flood con-
trol problem on the Upper French Broad will be completed
in 1947 and is expected to provide a plan for the control
of floods in this watershed.
Power operations.—The net income from power opera-

tions, after allocation of common expense, is shown in

schedule B-2. The net income before interest in the fiscal

year 1945, of $18,605,832, represented a return of 4.8

percent on the average net investment in power facilities

for that fiscal year. The corresponding estimates of net
income in the fiscal years 1946 and 1947, $13,413,000
and $16,116,000, respectively, represent returns on in-

vestment of about 3.5 percent in 1946 and 4 percent in

1947. The estimates for 1946 and 1947 are based on
average stream flow conditions and normal allowances for

new load development following the cutbacli in power
requirements for war industries. In the event of dry
year conditions or a recession in normal load development,
it is rouglilv estimated that net income could shrink by
as much as $4,000,000 in 1946 and $8,000,000 in 1947. If

such contingencies occur they would reduce the amounts
available for payments to the U. S. Treasury as reflected
in the estimates of changes in corporate fund working
capital. (See schedule A-1.)
The power program is not only the paying partner in

the development of the Tennessee River system— it is also
making a major contribution to the agricultural and indus-
trial development of the region. The supply of low-cost
power available to farmers, home owners, and business-
men of the region now served by the TVA has grown in the
last 11 years from V/i billion to 12 billion kilowatt-hours
per year. Based on the level of power sales for the year
prior to initial service at TVA rates, it is estimated "that
annual savings for aU classes of consumers exceed
$11,000,000. This estimate includes no allowance for
savings realized by consumers as the result of increased use
of electricity due in large part to the promotional effects of
low rates.

In 1945 the average domestic consumer in the TVA
service area used 1,754 kilowatt-hours at a cost of 1.85
cents per kilowatt-hour. He used 48 percent more energy
and paid 28 percent less money, in total, than the average
consumer elsewhere in the Nation. The number of farms
receiving electric service in the seven Tennessee Valley
States increased from 60,100 in December 1932 to 476,500
in December 1944, or an increase of 692 percent, as

compared with an increase of 283 percent for the entire

Nation. The percentage of farms electrified in the Valley
States increased from 3.5 percent in 1932 to 28.2 percent in

1944, as compared with Nation-wide increase from 11.5

percent to 44.6 percent.

The power system now has a service area of 80,000
square miles m which 92 municipalities, 46 cooperatives,

and three private power companies distribute TVA power
at TVA rates to approximately 650,000 retail consumers.
The transmission system used by the TVA in delivering

power to these distributors is more than 6,000 circuit miles
in length. The problem of meeting shifts in load require-

ments and bringing this transmission system up to peace-
time standards is one of the major workload elements in

the power program for 1946 and 1947.

ANALYSIS OF FERTILIZER RESEARCH AND PRODUCTION
PROGRAM

One of the major objectives of the TVA Act is the fullest

possible use of the World War I munitions plants in the
vicinity of Muscle Shoals, Ala., for the development, test,

and demonstration of improved fertilizer products and the
maintenance of facilities in stand-by condition for national
defense purposes (16 U. S. C. 83 Id, f, and h). Prior to

World Wai" H, these facilities were used almost entu-ely

for the experimental development and production of phos-
phatic fertilizer materials in order to improve and cheapen
processes and to provide fertilizer materials for a test-

demonstration farm program. Beginning in 1941, how-
ever, all TVA chemical facilities were placed on a war
basis, and improvements and additions were made in

chemical plants to increase their war usefulness.

The World War I nitrate plant was rehabilitated and a
new ammonia plant was constructed with funds furnished
by the War Department. Both plants were put into

operation in the calendar year 1942 to supply anhydrous
ammonia and ammonium nitrate for mimitions at a
capacity rating of 53,000 tons of nitrogen per year. The
experimental phosphate fertilizer plant, which in 1941 had
an average annual P2O5 (phosphorus pentoxide) capacity
of 53,000 tons, was converted and enlarged to meet the
increasing demand for military phosphorus used in bombs
and smoke screens. A\'hen Japan surrendered in August
1945, the average annual phosphorus capacity of plant in

service was 92,000 tons of P2O5 equivalent and facilities

under construction were scheduled to uacrease this capacity
to 127,000 tons. In addition, a fused tricalcium phos-
phate plant, with an annual capacity of 13,000 tons of

P2O5, was Hearing completion at Columbia, Tenn. Six
World War I calcium carbide furnaces were also rehabili-

tated with funds supplied by the Rubber Reserve Com-
pany, and calcium carbide was produced for that company
as a part of the synthetic rubber production program.
\Mth these facilities TVA produced elemental phos-

phorus equivalent to about 185,000 tons of P2O5 for the
Chemical Warfare Service, 49,791 tons of nitrogen in

ammonia and ammonium nitrate for the Ordnance De-
partment, and 242,521 tons of calcium carbide for the
Rubber Reserve Companv. In addition, from the out-
break of war in 1941 to June 30, 1945, 1 17,872 tons of P2O5
in phosphatic fertilizers and animal-feed supplement and
95,454 tons of nitrogen in nitrogenous fertilizers were
produced for the test-demonstration and war food produc-
tion programs, including lend-lease shipments.

Plant in service as of June SO, 7545.—The total TVA
investment in chemical plant and related facilities in

service as of June 30, 1945, was $10,620,451. This
included the total cost of phosphate lauds and TVA-built
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phosphate production facilities. It did not include the

cost of nitrate facilities built for the War Department or

the cost of carbide facilities built for the Rubber Reserve
Company. Pending a determination of a fair value to

TVA of the nitrate facilities built for the War Department,
the depreciation on these facilities is credited to the

account reflecting "Transfers of property from the War
Department." As of June 30, 1945, the total credits to

this account reflecting the fertilizer production use of

these facilities were $2,242,661. The carbide facilities

built for the Rubber Reserve Company have been used

exclusively for carbide production purposes.

Construction program—1946 and 1947.—As of June 30,

1945, chemical plant construction in progress amounted to

$3,309,593, of which $2,888,095 represented cost accrued

on projects under active construction. The balance of

$421,498 was in deferred work orders for the Mobile
phosphate plant ($268,635) and the Muscle Shoals

chemical laboratory building ($152,863). The two major
projects under construction were the fused tricalcium

phosphate plant at Columbia, Tenn., and the sixth

phosphorus furnace at the Muscle Shoals phosphate
plant. The Columbia plant was completed in September
1945 and the sixth furnace is now scheduled for completion

in March 1946.

The Mobile phosphate plant, approved by the Congress
in June 1942 as a part of the military phosphorus program,
never reached the active construction stage because of

shifts in War Department and War Production Board
estimates of future mOitary phosphorus requirements. In
the spring of 1945, work on the sixth fm-nace at Muscle
Shoals was started under a high priority emergency sched-

ule to provide one-half the capacity originally scheduled
for the Mobile plant. At present there is no schedule

for construction of the Mobile plant, but the site is being
retained for possible future use of Florida phosphates to

help meet the increasing requirements for soil minerals
essential to a strong agi-iculture.

The chemical laboratory and gatehouse project was
originally scheduled for start of construction in the spring

of 1942, but wartime shortages of manpower and materials

developed so rapidly that the project was subsequentlj'

deferred for construction after the war. It is now pro-

posed to start construction on this project in the spring

of 1947. The total cost of the project is now estimated
at $3,500,000.
The only other construction scheduled for 1946 and

1947 consists of projects to bring the phosphate fertilizer

production facilities into balance with existing fiu-nace

capacity for elemental phosphorus and a large number of

long overdue plant improvements and replacements which
could not be made dm'ing the wai- because of manpower
and material shortages. The estimates for chemical
plant additions and retirements are shown in schedule C-1

.

Chemical plant operations.—Since the Japanese surrender
in August 1945, the schedules for chemical plant operations
have been revised to meet the peacetime objectives of the
fertilizer program. The 1946 schedule calls for the ship-

ment of various phosphate fertilizers and animal-feed
supplements containing 48,700 tons of PoOj and the ship-
ment of nitrate fertilizers containing about 53,400 tons of

nitrogen. The 1947 schedule provides for the shipment
of about 87,100 tons of P2O5 in phosphate fertilizers and
53,300 tons of nitrogen in nitrate fertilizers. The 1947
increase in phosphate fertilizer shipments is based on the
schedule for completion of phosphate fertilizer production
facilities in that fiscal year. Out of these total shipments,
20,300 tons of P2O5 and 1,600 tons of nitrogen are to be

used in the 1946 test-demonstration progi-am and 24,700

tons of P2OS and 400 tons of nitrogen are to be used in the

1947 test^demonstration program. The remaining ton-

nages in each of the 2 years are to be sold for export or to

cooperative organizations. The operating results of

chemical plant operations are shown m schedule B-3.
Fertilizer and murntions research and development.—

Research on the development of new products and produc-

tion processes is a major element in tlie TVA fertilizer and
munitions program. During the war, the emphasis was
on products and processes of military importance, but
several products and processes of great interest and value

to farmers and fertilizer producers were developed during

this period. The process for the production of fused

tricalcium phosphate now being successfully produced in

a commercial-scale plant is one outstanding example.

A process for the continuous production of red phosphorus,

used in small-arms ammmiition primers and developed
during the war for military purposes, may prove useful

as a method of producing a new and highly concentrated

fertilizer product.

Since the Japanese surrender, the emphasis in research

has been shifted to the development and refinement of

fertilizer products and production processes. The various

projects are in different stages of development and the

level of expenditures, as projected for 1946 and 1947 in

schedule B-3, is expected to be sufficient to keep develop-

mental work properly related to laboratory results, plant

operating requirements, and the opportunities to render

service to farmers and the producers of fertilizer mate-
rials. The results of this research are made available to

industry and the public through technical publications.

The expense of fertilizer and munitions research is

financed from appropriated funds.

ANALYSIS OF DEVELOPMENT ACTIVITIES

The TVA Act places upon the TVA a major respon-

sibility for the agricultural and industrial development of

the Teimessee Valley region. Such development is the

ultimate objective of harnessing the river for navigation,

flood control, and power purposes, and of utilizing the

World War I munitions plants for the development of

new fertilizer products and processes. In addition to the

construction and operation of physical structures, the

TVA Act provides for studies, surveys, and action pro-

grams to insure optimum use and benefit from the system

of dams and reservoirs and the chemical facilities placed

under jurisdiction of the TVA board (16 U. S. C. 831u).

The several activities now being carried on under this

authorization are listed on schedule B-4. Taken singly,

they represent no innovations; all have long been accepted

as appropriate functions of the Federal Government.
In sum total, however, they represent a major departure

from traditional Federal practice. For the first time, the

Congress placed in a corporate regional agency responsi-

bility for bringing about certain changes in a major region

of the country. The responsibility fixed upon one agency
for overall results within a region requires that each

activity must not only be of precise strategic importance

for what it does to solve particular problems, but in

addition must be treated as an inseparable part of a

balanced and integrated general program. For example,

a new system of river transportation is important m its

own right, but unless it is related to the development of

new uses of power, new industrial and agricultural possi-

bilities, the investment in navigation will fall short of its

full value to the region and the nation. In the second

place, the act prescribes at a number of points that work
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shall be carried on in cooperation with State and local

agencies. Consequently, TVA has sought to have as

much of the job as possible performed by these agencies,

supplementing their programs only as necessary to achieve

unity and balance in the whole undertaking. This im-

portant technique not only avoids a wasteful and con-

fusing duplication of effort, but strengthens local govern-

ment, encourages local initiative, and favors greater

diversity of action suited to varying local conditions.

It fosters a vvorking partnership between the Federal

Government and the people of the region essential to the

success of the program.
Agricultural resource development.—Of the 1947 appro-

priation request of $36,572,000, $6,682,000 is to cover

gross expense of the development activities enumerated
in schedule B-4. Miscellaneous receipts estimated at

$106,000 and depreciation charges of $13,000 bring the

net cost figure to $6,589,000. Of this latter amount,
$3,446,000 is for activities designed to strengthen the

agricultural economy and demonstrate the role which
mineral fertilizers can play in achieving vitally needed
changes in agricultural practice. The agricultural pro-

gram is based primarily on the cooperative eflbrts of

farmers, the land-grant colleges, the United States De-
partment of Agriculture, and TVA to adjust farming

practices so as to increase efficiency and promote water-

shed protection. This is accomplished largely through
test-demonstrations of the best use of improved fertilizer

materials, chiefly phosphates, and related agricultural

practices. During 1947, an estim.ated 40,000 farnis, of

which three-fourths are in the Valley area, will participate

in the test-demonstration program.
The test-demonstration program has achieved signifi-

cant results in improved practical farming systems since

it was begun in 1935. Considerable progress, for example,
has been made in the Valley toward greater reliance upon
better soil-conserving practices through fertilization of

pasture to support animal production. This has diversi-

fied the risk and increased the profit of individual farmers

and farming communities. Production efficiency has
been increased on land most suited to row and cash crops,

while total acreages of such crops have been decreased.

In other aspects the test-demonstration program has
aided farmers in their operations in such a way as to

achieve greater stability and improved standards of

living.

Forest resource development.—The estimate of $529,000
for forest resource development provides for TVA partici-

pation in a regional program for restoring and developing
the full potentialities of 14 million acres of forests and
woodlands for timber production, for watershed protec-

tion, and for development of public recreational facilities.

This important resource is now contributing more than
100 million dollars to the annual income of the Valley and,
with proper development and use, this income can be
materially increased.

The surrender of Germany and Japan has not lessened
the requirements for timber products. These continuing
requirements, however, constitute a serious tlireat to the
forest resources of the region unless steps are taken to

insure improved harvesting and utilization practices.

During 1946 and 1947, TVA, working with other public
agencies, wood-using industries, timber operators, and
woodland owners, will give increased attention to prob-
lems of forest resource exhaustion and to practices essen-

tial to its protection and restoration. The program will

include studies and demonstrations relating to reforesta-

tion and erosion control work, largely deferred during the

war, and to new possibilities for wood utilization and the
establishment of new forest industries. The technical

assistance of TVA and cooperating agencies wiU be avail-

able to woodland owners and forest operators to advance
sound management practice.

During the war, TVA forestry activities were directed

toward stimulating timber production. Nevertheless,

the program as carried out has been a demonstration of an
integi-ated program of resom-ce development and utiliza-

tion. The possibilities of effective cooperation by many
agencies have been explored and developed, and inter-

agency relationships have been strengthened and im-
proved. The physical results in acres reforested, in well-

managed woodlands, and in sustained-yield operations
provide an encom-aging indication that means other than
public acquisition or public regulation can be effective in

securing the wise development and use of forest resources.

Minerals resource development.—The Tennessee Valley
is well endowed with mineral deposits which, if properly
developed and utilized, can add materially to the total

income of the region and the wealth of the Nation. A
minerals program, conducted m cooperation with the

State geology and mining departments, the research

agencies of educational institutions, the United States

Bureau of Mines, and the United States Geological Sur-

vey, includes uavestigations, surveys, and evaluations of

these deposits, ore dressing tests, and research on processes

for the beneficiation and utilization of strategic minerals.

Particular attention is devoted to processes which can be
developed on a small or medium scale and without large

capital investment.
The 1947 estimate of $300,000 for minerals activities

provides for surveys of Valley minerals and for laboratory

and pilot-plant investigations. Since the program was
inaugurated, a large number of Valley minerals have been
surveyed, the extent of deposits have been determined,

and several processes for their beneficiation and utilization

have been developed. The results have been made avail-

able to Federal, State, and local agencies, industry, mine
owners, and others interested in the mineral resources of

the region.

Development oj other resources.—A total of $313,000 is

estimated for activities directed toward developing the

Tennessee River sj'-stem and the adjoining reservoir areas

for more efl'ective use of domestic and industrial water
supplies, and for fishing and other recreational purposes.

Activities include stream sanitation investigations and
surveys to supply State and local agencies with thp infor-

mation and advice required in the solution of stream pollu-

tion and abatement problems, fish and game research and
studies to assist State departments of conservation in the

development and enforcement of regulations and prac-

tices on TVA lakes and reservoirs, and studies and demon-
strations to secure more effective recreation use of TVA
reservoir areas.

Other development activities.—An estimated $1,015,000

is required for other activities for development of the

region's resources. Of this amount, $750,000 is for topo-

graphic mapping of the Tennessee Valley area. About
half the Valley had been mapped before the Army Map-
ping Service called on TVA in 1942 for the full utilization

of the TVA mapping staff to produce military maps. As
soon as TVA is released from these military assignments,

which is contemplated at the close of the 1946 fiscal year,

it is important that the interrupted Valley mapping pro-

gram be resumed. The estimate for 1947 provides for

mapping at a rate that will complete the Valley map
program in 3 or 4 years.
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An additional $265,000 is for cooperative health work,
housing research, plaiuiLng assistance, and industrial eco-

nomic studies which are important in securing a useful

knowledge of the region's economy and resources and in

assisting State and local agencies in meeting serious prob-
lems of health, safety, and governmental services.

ANALYSIS OF GENERAL PLANT AND EQUIPMENT PROGRAM

The category of general plant and equipment listed on
schedule C-1 includes structures, equipment, and miscel-

laneous service facilities for general use as distinguished

from plant devoted to a single purpose such as navigation,

flood control, or power. It covers construction equipment
for general use, olfice facilities, automotive equipment,
and recreation facilities on TVA reservoir property.

In fiscal year 1945, additions to the general plant were
held to a bare minimum, and sales of general construction
equipment plus salvage of plant retired resulted in a net
credit of $253,907. For 1946, the estimated net expendi-
ture, after retirement, is $1,490,240, and the comparable
figure for 1947 is $1,473,000.
Major items in 1947 are certain necessary additions to

the Muscle Shoals Reservation, and the completion of re-

conversion on Fontana Village for lease to a nonprofit
agency which will operate it as a recreation resort.

Additions to Muscle Shoals Reservation.—The Muscle
Shoals additions include design and construction of a high-

way to replace present inadequate access facilities, plan-

ning and design of a garage, design of general office budd-
ings, and miscellaneous minor additions to general service

facilities.

The amount of $189,000 is budgeted for oflSce building

design, and provides for preparation of preliminary plans

for an office building group at Wdson Dam, together with
detailed construction plans and specifications for the first

unit of this group.
These facilities will provide permanent headquarters for

the TVA board and its general administrative staflF now
located in rented quarters primarily at Knoxville, Tenn.,
close to the sites of most of the heavy construction projects

which are about finished. The move will be scheduled
over a period of several years.

It is planned to provide necessary office space in a
group of buildings designed to permit construction of one
or more units in sequence and at any desired speed.

During fiscal year 1946, preliminary plans for the first

building and for essential related facilities will be drawn
up preparatory to the development of construction plans
and specifications scheduled for 1947. It is planned to

request funds in fiscal year 1948 for construction of the

first building and for preparation of construction plans

and specifications for the balance of the group to be built

in succeeding years.

Public recreation facilities.—Fontana Dam, to be com-
pleted during the current fiscal year, is now an important
part of the TVA flood control and power system. The
lake created behind this dam and the dam itself constitute

a recreation and scenic resource of great potentiality.

Fontana is the highest dam east of the Rockies. It is

immediately adjacent to the Great Smoky Mountains
National Park, in one of the most scenic sections of the

Southern Appalachians. Because the site is remote from
established communities, it was necessary to provide dur-
ing construction a 500-house employee village, a portion

of which will continue to be required as living quarters for

TVA personnel responsible for operations and services at

the dam.

In order to recover as much as possible of the initial

investment in the construction village, to assure adequate
year-round community ser\ices for permanent operating
personnel at minimum cost, and to permit the develop-
ment of the project area as a public recreation resource,

TVA has negotiated a long-term contract with a nonprofit
agency. This agency will take over Fontana Village and
operate it as a recreation resort in addition to maintaining
and operating houses and facilities needed to accommodate
TVA resident personnel.

Operating Results

The operating results of TVA programs are reflected in

exhibits B and C. Since the navigation, flood control,

fertilizer, and development programs are geared primnrily

to the agricultural and industrial development objectives

of the TVA Act, and are not intended to be self-supporting,

the expense of these progi-ams is reported separately in the

statements of income and expense and of financial condi-

tion. The net expense of these nonincome producing pro-

grams in 1945 was $9,237,084, and the estimated expense
in 1946 is $12,284,000, and in 1947 it is $12,799,000. The
increases in 1946 and 1947 over actual expense in 1945

are brought about primarily by the addition of new navi-

gation and flood control facilities and by necessary post-

war expansion in fertilizer research and development
activities.

In 1945 the actual net income from power operations,

after depreciation and amortization charges, was $17,982,-

034. In 1946 a sharp drop in net income, to $12,790,000,

is expected because of loss of loads in war industries. In

1947 a gradual rise in net income, to $15,511,000, is ex-

pected on the basis of normal load growth predictions.

These predictions of operating results for the power pro-

gram are also based on the assumption that average

streamflow conditions will prevail during this period. An
extreme dry year condition or a recession in normal load

growth could cause a shrinkage in net income of as much
as $4,000,000 in 1946 and $8,000,000 in 1947.

Financial Condition

Congressional appropriations.—As of June 30, 1945, the

Congress had appropriated $667,969,270 of general funds

for use in financing the construction, operating, and
development activities of the Tennessee VaUey Authority.

The Independent Offices Appropriation Act for 1946 made
an additional $9,648,000 of appropriated funds available

for use in the fiscal year ending June 30, 1946. The 1947

budget program calls for a new appropriation of $36,-

572,000 for use in that fiscal year. The 1947 appropria-

tion request (exhibit A) provides $8,430,000 for the gross

expense of direct navigation, flood control operations,

fertilizer and munitions research, and resource develop-

ment activities; $24,708,000 for additions to fixed assets,

and $3,434,000 for increase in working capital. The
increase in working capital is needed to provide funds

for an increase of $3,600,000 in outstanding commitments
which is ofl'set in part by a scheduled decrease in general

inventories of $166,000.
Surplus proceeds.—In accordance with the terms of

section 26 of the TVA Act, as amended (16 U. S. C. 831y),

the surplus proceeds for each fiscal year not required in

the operation of dams and reservoirs or in the conduct of

power and fertilizer business activities are to be paid into

the general fund of the Treasury of the United States by

the end of each calendar year. Prior to the fiscal year
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1945, because of heavy expenditures for construction of

power facilities, the entire proceeds for each fiscal year
were required for the purposes enumerated in section 26

and no payments were made into the general fund of the

Treasury. Under these circumstances net proceeds from
TVA operations served to reduce the amounts which
Congress might otherwise have appropriated for capital

investment. In the fiscal year 1945 an excess of proceeds
over section 26 requirements of $12,597,744 remained
available at the end of the fiscal year. In December 1945,

the board of directors made a determination pursuant to

the provisions of section 26, that the $12,597,744 excess

of 1945 proceeds was not needed for section 26 purposes
and this amount was, therefore, paid into the general fund
of the Treasury during that month.
The budget programs for the fiscal years 1946 and 1947

as now estimated will produce an excess of proceeds over

1946 requirements of $7,349,740 and an excess of proceeds

over 1947 requirements of $9,977,002. The actual

amounts will vary from the estimates depending on
conditions experienced within the respective years. For
example, increases in power production costs due to dry
year conditions or below-normal load growth could result

in decreases below the estimates. The determination of

the amount of 1946 surplus proceeds to be paid into the

general fund of the United States Treasury pui-suant to

section 26 will be made by the board of directors in Decem-
ber 1946, and a similar determination respecting 1947
surplus proceeds will be made in December 1947.

The changes in corporate fund working capital for the

fiscal years 1945, 1946, and 1947 as shown in exhibit A
and schedule A-1, reflect the actual and estimated real-

ization and disposition of these excess proceeds. The
excess of proceeds in 1945 of $12,597,744 was reflected in

general cash funds and current receivables at the end of

that fiscal year. The estimated excess of proceeds in 1946
of $7,349,740, to be reflected in general cash funds and
current receivables at the end of that fiscal year, is more
than offset by the $12,597,744 payment made into the

general fund of the Treasury in December 1946. The
net reduction in general cash funds and current receivables

of $5,248,004 is the difference between the 1946 payment
and the estimated excess of proceeds accrued in 1946.

The estimated excess of proceeds in 1947 of $9,977,002
corresponds with the increase in general cash funds in

that fiscal year since total receivables are expected to

remain michanged.
Such determinations as are made by the board covering

payments into the general fund of the Treasury at the
end of the calendar year 1946 in accordance with the
provisions of section 26, will reduce the increase in working
capital as shown for fiscal year 1947 in schedule A-1.
Bond refirements.—In the fiscal year 1946, the TVA

plans to retire $2,300,000 of bonds held by the EFC. In
the fiscal year 1947 the remaining $2,000,000 of bonds held
by the KFC and the $272,500 issue held by the Treasury
are to be retired. The remaining issue of $56,500,000,
held by the Treasury, is to be retired in ensuing fiscal

years from current earnings of the power program.
Collection of long-ferm receivables.—On June 30, 1945,

there were 17 loan contracts outstanding with municipal
and cooperative power distributors, amounting to $2,794,-
634. The payments on all of these contracts were current
as of that date. The Rural Electrification Act, as
amended in December 1944 (58 Stat. 925), authorizes the
REA to refinance at a lower interest rate the loan con-
tracts now held by TVA with cooperative power distribu-

tors. The 1946 estimated collection of principal on long-

term receivables of $2,470,000, as shown in exhibit A,
assumes that aU the cooperatives will want to take advan-
tage of this lower interest rate. The 1947 estimate of

$28,000 is based on past experience with the 4 remaining
municipal distributors under contract and is slightly

higher than contractual requirements.

Administrative and General Expenses

The administrative and general expense accounts for

the TVA cover the general supervisory staff engaged in

overall supervision of all programs as well as many admin-
istrative units and items of expense which are applicable

to only one or two programs. Because of the diversity

of TVA programs as well as the provisions of the act
regarding cost accounting and the dual fund system of

financing, all administrative and general expenses are

distributed to individual programs and projects on the
basis of direction of efl'ort wherever practicable or other-

wise on some other appropriate measure of burden-rates.

The detail of this expense and the actual and projected
distributions are shown in schedule B-6. The distributed

amounts are included in all other exhibits and schedules

as appropriate to show total cost.

In the fiscal year 1945, the total of items classified as

administrative and general expense was $7,077,951. The
estimated increase in 1946 of $300,000 is more than
accounted for by general pay increases which became
effective on July 16, 1945. The estimated increase in

1947 over 1946 of $340,000 is brought about by expansion
of construction and operating programs which necessitate

some expansion in administrative and general expense
items. The ratio of administrative and general expense
to grand total obligations, including working funds, in

1945 was 9 percent. The estimated ratio La 1946 is 11

percent, and in 1947 it is 10.3 percent.

Language
(See telieduU E-l)

TENNESSEE VALLEY AUTHORITY

Tennessee Valley Authority

—

Congress having considered the types of programs set forth in the

1947 budget of the Tennessee Valley Authority, including the programs
financed out of funds otherwise made available to it by the Tennessee

Valley Authority Act of 193S, as amended (16 U. S. C. 831), there is

hereby appropriated out of any money in the Treasury, not otherwise

appropriated, [For] for the purpose of carrying out the provisions of

[the Tennessee Valley Authority Act of 1933, as amended (16

U. S. C, ch. 12A)] said Act, including the [continued construction

of Kentucky Dam at Gilbertsville, Kentucky; andJ construction of

South Holston Dam and Watauga Dam; and the acquisition of

necessary land, the clearing of such land, relocation of highways, and
the construction or purchase of transmission lines and other facilities,

and all other necessary works authorized by such Act; and for print-

ing and binding; lawbooks, books of reference, newspapers, and
periodicals; purchase, hire, maintenance, repair, and operation of

passenger[-carrying vehicles] automobiles; purchase, hire, mainte-

nance, repair, and operation of aircraft: rents in the District of Colum-
bia and elsewhere; [not to exceed $20,000 for deposit in the general

fund of the Treasury for cost of penalty mail as required by section

2 of the Act of June 28, 1944 (Public Law 364) ; not to exceed $15,000
for maintenance and operation of aircraft,] and all necessary salaries

and expenses connected with the organization, operation, and
investigations of the Tennessee Valley Authority, and for examina-
tion oif estimates of appropriations and activities in the field;

[$9,648,000] $36,572,000. together with the unexpended balance

[on .June 30, 1945, in the "Tennessee Valley Authority fund, 1945"]

of funds heretofore appropriated, to remain available until June 30,

[1946] 1947, and to be available for the payment of obligations

chargeable against [the "Tennessee Valley Authority fund. 1945"]
prior appropriations. (Act of May 3, 1945, Public Law 49; Act of

Dec. 6, 1945, Public Law 248.)

Annual appropriation, general account:

Appropriated 1946, $9,648,000 Estimate 1947, $36,572,000
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 1945, 1946, and 1947]

1946, estimated 1947, estimated

FUNDS APPLIED
From appropriated funds:

To gross expense of direct operations (see exliibit B)

:

Navigation

Flood control- —

-

Fertilizer and mmiitions research

Resource developnient activities

To changes in fixed assets (see schedule C-1):

Additions.-- --- -

Retirements -.- -.- '. --

Provisions for depreciation charged to construction and clearing accounts-.

To increase (or decrease*} working capital (see schedule A-1)-

Total appropriated funds applied'- - -

From corporate funds:

To common expense allocated to (see exhibit B):

Navigation

Flood control--- --

To maintenance of idle chemical properties -

To changes in fixed assets (see schedule C-1):

Additions--

Retirements -

Provisions for depreciation charged to construction and clearing accounts..

To retire outstanding bonds payable:

Held by RFC - - —
Held by United States Treasury- -

To pay interest on outstanding bonds

To pay surplus proceeds to United States Treasury

To increase (or decrease') working capital (sec schedule A-1)-

Total corporate funds applied.

Total funds applied

FUNDS PROVIDED
From appropriated fund sources:

By new appropriations

By War Department property utilized

Total appropriated funds provided..

Frum corporate fund t

By operating income from power operations (see exhibit B)

By operating income from chemical plant operations (see exhibit B),

By gross income from (see exhibit B):

Navigation operations...

Fertilizer and munitions research activities

Resource development activities.- _

By gross income from (see schedule C-1):

Sales of surplus property and from construction activities-

Sales of retired fixed assets- --

By collection of principal on long-term receivables..

By interest on long-term receivables

Total corporate funds provided.

Total funds provided

$185. 437

60,401

1, 356, 759

4, 96S, 469

$226, 000

120,000

1,450,000

22, 06S, 495

54,468

•1, 155, 550

$23S, 000

60, 000

1,450,000

6, 6S2, 000

25,274.000

21.000

•587, 000

20, 967, 413

•27, 426, 450

14, 122. 975

•12, 419, 975

731.991

727, 740

1,066.000

1, 065, 000

1, 459, 731

11,651

2,131,000

11,000

21, 657, 660

•1, 378, 543

16, 737, 260

•1,054,000

1,124,000

1, 124. 000

14,474,000

•936, 000

2, 000, 000

272, 600

2, 000, 000

726,207

2, 300. 000

656. 000

12, 597, 744

•4, 266, 004

29,113,000

26, 491, 589

2, 642, 631

21,843,000

2, 175, 000

13, 732

1,613

126, 767

26, 000

116,000

6, 714, 242

362, 610

2, 275, 000

175, 000

44,000

106, 000

948. 000

187, 000

7, 076, 852

269. 465

102, 409

2, 450, 000

2, 470, 000

33. 000

24, 703, 000

3, 434. 000

2, 248. 000

11.000

2, 272, 600

616, 000

24,776,000

2, 479, 000

1, 135, 000

28,000

11,000
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Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSE

[Fiscal years ending June 30, 1945, 1946, and 1947]
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Exhibit B—Continued

COMPARATIVE STATEMENT OF INCOME AND EXPENSE—Continued

1947, estimated

CHEMICAL OPERATIONS—Continued

Fertilizer and munitions research and development:

Gross expense

Gross proceeds from research activities, ._

Net expense of research and development

Maintenance of idle properties..

Net expense of chemical operations __

DEVELOPMENT ACTIVITIES

(.See schedule B-i)

Gross expense:

Direct operations -

Depreciation on plant and equipment

Total gross expense

Gross proceeds from development activities

Net expense of development activities

•Deduct.

$1, 356, 759

•1,613

$1, 355, 146

11, 651

$1,450,000

11,000

$1, 450, 000

11,000

, 149, 000

13,000

6, 682, 000

13,000

4, 980, 742

•126, 767

6, 162, 000

•116,000

6, 695, 000

•106, 000
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[As of June 30, 1944. 1945, 1946, and 1947]

ASSETS
Cash and cash funds:

In United States Treasury checking accounts

With United States Treasury..

War Savings bonds lor resale

Total cash and cash funds.

Current receivables:

Wholesale power customers..

Federal agencies

Employees and agents

Other....

Total current receivables

Long-term receivables from municipalities and cooperatives..

Inventories:

Chemical products manufactured and in process..

Chemical raw materials and supplies

Power materials and supplies

Materials and supplies for general use

Total inventories.

Fixed assets:

Multiple-use dams
Single-use dams
Steam production plants

Other electric plant..

Unamortized acquisition adjustments.

Chemical plant

General plant

Construction in progress

Investigations for future projects

Less reserves for depreciation:

Multiple-use dams
Single-use dams
Steam production plants

Other electric plant

Chemical plant

General plant

Total fixed assets less reserves

Total assets

$4, 377, 236

45, 822, 382

293, 587

2, 426, 838

3, 536, 139

62, 217

605, 076

6, 630, 270

3, 064, 099

654, 822

2, 338, 456

3, 843. 690

309,111,978

124, 377, 586

23, 904, 733

86. 666, 170

3, 116, 299

9, 222, 929

12, 836, 403

188, 241, 438

26, 423, 028

5, 605, 504

6, 296, 319

15, 208, 942

2, 938, 367

4, 993, 176

61, 465, 336

$5, 248, 168

24, 971, 313

2, 672, 852

3, 495. 417

47, 987

734, 718

6, 950, 974

2, 794, 634

609, 346

2.314,365

3, 969, 401

607, 169

7, 500, 281

562. 774, 061

43. 828, 484

27, 816, 789

100. 357. 656

1, 916, 299

10, 620. 451

13,004,172

29, 637, 650

136. 398

790,091,950

32, 785, 466

6, 034, 373

7, 119, 396

16, 941, 208

4, 464, 226

5, 412, 225

71, 756, 8

$4, 300, 001

6, 667, 983

2,600,000

750, 000

60.000

700,000

4, 000, 000

324, 634

1. 398, 346

2. 389, 365

4, 117, 401

695, 036

8, 600, 148

579. 574, 061

47, 678, 484

28, 646. 789

104, 917. 656

716. 299

12. 528, 451

13. 074, 172

29, 798, 885

239, 398

816, 974. 185

38, 494, 466

6, 220, 373

8, 495. 396

19, 120, 208

4, 726. 225

5, 741, 225

82, 797, 893

MEMORANDA

Portion of above representtag fixed assets in service for power program:
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Exhibit C—Continued

COMPARATIVE STATEMENT OF FINANCIAL CONDITION—Continued

UABILITIES AND CAPITAL FUNDS
Current liabilities:

Accounts paj'able

Employees' accrued leave

Unpaid pay roll

Employee War Savings bond collections-- -

Accrued bond interest-

Retirement system. - _

Total current liabilities..

Funded debt:

2H percent serial bonds issued under section 16 of the TVA Act; sold to and held by Recon-

struction Finance Corporation

2H percent bonds issued imder section 15a of the TVA Act; sold to and held by the United

States Treasury--- -

l?i percent to 2H percent serial bonds issued under section 15c of the TVA Act; sold to and

held by the United States Treasury; interest rate 1 percent by temporary agreement

Total funded debt-.

Funds appropriated and property transferred to TVA, less net expense of programs:

Appropriations by Congress --- -

Less payments made into United States Treasury under section 26 of the TVA Act-.

Transfers of property from War Department.

Subtotal

Less net expense of nonincome producing programs:

Total for the period June 16, 1933, to end of preceding fiscal year-

Navigation operations

Flood control operations - -.-

Other programs ---

Current fiscal year-
Navigation operations - -

Flood control operations-,-

Chemical operations _

Development activities —

Net income from power operations;

Total for the period June 16, 1933, to end of preceding year..

Current fiscal year - _

Additional amortization of electric plant acquisition adjustments

Total...-

Total liabilities and capital funds.

$9, 222, 043

4, 338. 557

982, 826

654,611

225, 971

163,039

16,477,047

6, 300, 000

272,500

66, 500, 000

63,072,600

667, 969, 270

36, 592, 269

6, 164, 901

4, 038, 873

39, 828, 981

1, 589, 218

917, 004

412, 140

4, 615, 700

67,566,817

29, 006, 84!)

14,115,691

43, 122, 640

5, 000, 000

$4, 941, 694

4, 068, 178

960, 967

330, 640

223. 887

209. 201

10, 734, 367

4, 300, 000

272, 600

56, 600, 000

61,072,500

667, 969, 270

37, 723, 617

7, 754, 119

4,955,877

44, 856, 821

2, 114. 981

1. 408, 755

859, 373

4, 863, 975

66, 803. 901

43, 122. 640

17. 982, 034

61, 104. 574

6, 000. 000

$2. 500, 000

2, 617, 742

600, 000

200, 000

200, 000

200, 000

6, 117, 742

2, 000, 000

272, 500

56, 500, 000

58, 772, 600

677, 617, 270

12, 697, 744

665, 019, 526

39, 162, 617

9, 869. 100

6, 364, 632

60, 670, 169

2, 579, 000

2, 176, 000

1,483,000

6, 046, 000

79, 087, 901

61, 104. 574

12, 790, 000

73, 894, 574

6, 000. 000

J6, 000, 000

4, 000, 000

1, 300, 000

200. 000

200, 000

300. 000

12, 000, 000

714, 189, 270

12, 597, 744

701, 591, 526

40, 604, 617

12, 448, 100

8, 540, 632

2, 668, 000

2, 194, 000

1,348,000

6,589.000

91, 886, 901

73, 804, 574

15, 511, 000

89. 405, 674

6, 000, 000
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Schedule A-1

CHANGES IN WORKING CAPITAL

[Fiscal years ending June 30, 1945. 1946, and 19471
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Schedule B-1

COMPARATIVE STATEMENT OF NAVIGATION AND FLOOD-CONTROL OPERATIONS

[Fiscal years ending June 30, 1945, 11140, and 1947]

1946, estimated 1947, estimated

NAVIGATION OPERATIONS
Direct operations:

Study and development of river transportation:

Gross expenditures...

Incidental income

Net expense of public-use river terminal operations:

Operating expense

Provision for depreciation

Revenues

Other operations

Administrative and general expense (see schedule B-6)

Provision for depreciation --

Total direct expense

Allocated portion of common expense (see schedule B-5):

Operation and maintenance expense

Provision for depreciation

Total allocated expense --

Net expense of navigation operations.

FLOOD-CONTROL OPERATIONS
Direct operafons:

Studies and investigations ."

Administrative and general expense (see schedule B-6)

Provision for depreciation

Total direct expense

Allocated portion of common expense (see schedule B-5):

Operation and maintenence expense

Provision for depreciation.

Total allocated expense

Total expense of flood control operations

•Deduct.

•16

19, 951

29,121

•13,716

7,641

64, 276

508, 414

731, 991

673, 750

39, 278

11, 123

164, 332

727, 740

466,282

35,000

34,000

•26, 000

10,000

69, 000

649, 000

1, 066, 000

730,000

76,000

44,000

260, 000

1,065,000

731,000

46,000

37,000

•44, 000

10, 000

70,000

663, 000

1, 124, 000

750,000

37,000

23,000

260,000

1,124,000

760,000
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Schedule B-2

COMPARATIVE STATEMENT OF NET INCOME FROM POWER OPERATIONS

[Fiscal years ending June 30, 1945, 1940, and 1947)

1945, actual 1946, estimated

Revenues:

Sales of electric energy;

Municipalities and cooperatives...

Laree power consumers, including other Federal agencies..

Electric utilities-.

Eural (retail)

Total outside sales

Interdepartmental sales.

Total sales of electric energy..

Rents and other revenues:

Outside sources

Interdepartmental rents

Total operating revenues...

Direct operations:

Production;

Generation expense

Pm-chased power.

Interchange power received.

,

Interchange power delivered.

Total production expense

Transmission

Distribution

Customers' accounting and collecting.

Sales promotion

Payments in lieu of taxes

Administrative and general expense (see schedule B-6).

Other expense

Provision for depreciation

Amortization of electric plant acquisition adjustments..

Total operating expenses.

Net income before allocation of common expense.

Allocation of common expense (see schedule B-5)

;

Operation and maintenance expense

Depreciation

Net income before interest

Interest:

Interest expense on outstanding bonds

Interest income from long-term receivables.

.

Net interest expense

Net income from power operations.

$14, 249, 833

19, 692, 725

2, 6'.i7. 155

171,328

36.711,041

2, 243, 359

240, 858

182, 973

7,977,356

13,768

201, 761

•2, 655, 968

, 636, 907

, 212, 020

31,383

43, 746

65, 521

!, 137, 484

, 853, 703

178,251

i, 981, 190

200, 000

732, 627

704, 567

$15,000,000

12,600,000

2, 850, 000

174, 000

30, 624, 000

1, 376, 000

217, 000

7,000

4, 727, 200

147,000

•2, .we, 200

2, 384, 800

42, 000

47,000

186, 000

1,974,000

1, 980, 000

98,000

7, 256, 000

200, 000

1, 073, 000

974, 000

726, 207

102, 409
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Schedule B-3

COMPARATIVE STATEMENT OF CHEMICAL OPERATIONS

[Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated 1947, estimated

Chemical plant operations:

War Department
Cooperatives and other

Used in TVA programs, at cost.

Total disposition of products

Cost of products disposed of:

Materials used

Direct manufacturing expense

Indirect manufacturing expense

Provisions for depreciation and depletion..

Byproduct recoveries.

Manufactured

Finished inventory changes.

Shipped -

Direct shipping expense

Indirect shipping expense

Provision for depreciation

Administrative and general expenses (see schedule B-6).

Total cost of products disposed of

Net income from disposition of products

Other expenses;

Provision for depreciation on plant and equipment not used because of diversion of

phosphorus to War Department

Extraordinary retirements of plant and equipment...

Preliminary operation of fused tricalcium phosphate plant

Operation of phosphate lands for agricultural purposes

Profit from sale of catalyst

Net income (or expense*) from chemical plant operations.

Fertilizer and munitions research and development:

Direct expenses

Administrative and general expenses (see schedule B-6)

.

Incidental Income

IVfaintenance of idle properties

Net expense of chemical operations..

$5, 673, 219

6,619.111

1. 756, 723

2, 847, 340

5. 766, 851

892, 798

1, 990, 187

•149.216

$457, 000

9, 090, 000

1, 975, 000

3, 091. 000

5, 126, 000

785, COO

2. 035, 000

•151, 000

11, 347, 960

83,236

10, 886, 000

•774, 000

11,431,196

168, 715

22, 470

15, 467

696, 479

10, 112, 000

389. 000

28.000

12,000

766, 000

83,263

46,300

48, 617

•2, 736

•68, 132

150,000

89,000

•2.000

$11,570,000

1. 979. 000

3. 849. 000

5, 431, 000

876, 000

2. 206. 000

•162. 000

12,200.000

•560.000

11. 640. 000

083. 000

66.000

10, 000

899,000

150,000

•2,000

1,215,177

141, 582

1, 356, 759

•1, 613

1, 355, 146

11,651

1,229.000

221, 000

1,450,000

11,000

1,229,000

221,000

1,450.000

11,000

Deduct.
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Schedule B-4

COMPARATIVE STATEMENT OF EXPENSE OF DEVELOPMENT ACTIVITIES

[Fiscal years ending June 30, 194S, 1946, and 1947]

1945, actual
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Schedule B-5

comparative statement of expense of operation of multiple-use facilities common to power,
NAVIGATION, AND FLOOD CONTROL

[Fiscal years ending June 30, 1945, 1946, and 1947]

1946, estimated 1947, estimated

Operation (exclusive of depreciation included below):

Water dispatching operations

Malaria control

Plant protection and services to visitors

Upkeep of roads and grounds

Operation of villagi^s

Operation of reservoir lands

Operation of backwater protection facilities _.

Engineering investigations and tests..

System improvement studies

Other operating expense

$263, 8S0

763, 664

279.016

37, 343

1,253

5,417

10, 139

119, 457

36, 938

7,350

$274, 825

911,945

434, 090

67, 502

13, 470

207, 693

19, 700

201,000

59, 000

20,500

Total direct operation

Administrative and general expenses (see schediJo B-6).

$1,624,457

630. 078

$2, 209, 725

931, 000

Total operation

Maintenance

Provision for depreciation.

2, 154, 535

37,823

1, 844, 599

3, 143, 725

60,275

2, 435, 000

Total operation of multiple-use facilities..

$266, 825

916, 150

503, 985

89. 202

63, 145

215.218

19. 700

259, 000

03. 000

11,500

$2, 407, 725

920, 000

3, 327. 725

47, 275

2, 500, 000

ALLOCATION OF COMMON EXPENSE TO PROGRAMS

Power operations:

Operation and maintenance expense.

.

Depreciation.

Total allocated to power operations.

Navigation operations:

Operation and maintenance expense...

Depreciation

Total allocated to navigation operations..

Flood-control operations:

Operation and maintenance expense

Depreciation...

Total allocated to flood-control operations.

Total common expense allocated

$732, 627

704, 567

731, 991

673, 750

727, 740

466, 282

$1, 073, 000

974,000
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Schedule B-6

COMPARATIVE STATEMENT OF ADMINISTRATIVE AND GENERAL EXPENSE
[Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated 1947, estimated

Departmental administration and other expenses:

Engineering departments -

Less: Portion charged to construction and reimbursable services.

Portion applicable to expense of programs _._

Power departments, including accounting office

Department of chemical engineering, including accounting office

Reservoir property management department, including village and reservoir property

Health and safety department

Commerce department,, -.

Department of regional studies

Department of agricultural relations-

Department of forestry relations _

Chief conservation engineer's office.. _

Total...

General administration and other expenses:

Board of directors

General manager's office

Budget office

Washington office... _

Information office, including technical library service-

Personnel department

Finance department..

Department of property and supply

Legal department, excluding condemnation expense...

Operation of Norris and Wilson villages

Other general expense

Total

Contributions to employees' retirement system.

Total administrative and general expense __

DISTRIBUTION

Construction _

Recovered through services billed to others at cost

Expense of programs:

Power
Navigation

Flood control _ _.

Common operations

Chemical operations:

Chemical plant operations

Fertilizer and mimitions research and development.

Development activities

144, 442

507, 149

427, 638

139, 581

114, 173

94, 935

50,409

32, 214

66, 630

59, 211

64,545

31, 874

142, 666

698, 151

643, 897

1. 063, 667

149, 633

151,092

21,908

3, 093, 174

1. 337, 129

2, 676. 790

344, 772

1,853,703

64.276

11,123

630, 078

696, 479

141,582

760, 148

$645, 000

459, 000

186,000

994, 000

167, 000

601, 000

451,000

166, 000

94, 000

128,000

61,000

46, 000

68, 000

60.000

68,000

34,000

180,000

660, 000

642,000

1,134,000

169,000

168,000

1,980,000

69,000

44, 000

934,000

766, 000

221,000

936, 000

3. 183, 000

1, 300, 000

2,214,000

213,000

265, 000

1,029,000

160, 000

687,000

636, 000

159, 000

107, 000

130. 000

75,000

46,000

67.000

59.000

73,000

33,000

188,000

665, 000

641,000

1,117,000

173,000

207,000

1, 857. OOO

70. 000

23, 000

920, OOO

899. 000

221, 000

3, 223, 000

1, 400, 000
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Schedule C-1

COMPARATIVE STATEMENT OF NET EXPENDITURES AND FUND REQUIREMENTS FOR FIXED ASSETS AND CHANGES
IN FIXED ASSETS AND RESERVES FOR DEPRECIATION

[Fiscal years ending June 30, 1945. 1946, and 1947]

1946, estimated 1947, estimated

NET EXPENDITURES FOR FIXED ASSETS

Navigation, flood control, and power programs:

Upper Holston projects _

Completion of major projects in operation _

Other multiple-use facilities _ _..

Other navigation facilities _ _

Other power facilities _

Investigations lor future projects _ _

Fertilizer program: Chemical plant

General plant and equipment program _

Total net expenditures for fixed assets

FUND REQUIREMENTS FOR FIXED ASSETS
Additions:

From appropriated funds-
Upper Holston projects : _

Completion of major projects in operation

Other multiple-use facilities

Other navigation facilities

Investigations for future projects _

Chemical plant.

General plant and equipment

From corporate ftmds

—

Completion of major projects In operation:

Power facilities -.

Bridge construction under the provisions of Public Law 301, 77th Cong
Indirect construction cost recovered ,

Other power facilities

Total additions

Retirements:

From appropriated funds-
Other multiple-use facilities

Chemical plant : :

General plant and equipment.. _

From corporate funds-
Other power facilities

Total retirements

Total fund requirements .-.

Gross income from sales of surplus property and from construction activities^

Gross income from sales of retired fixed assets

Total net expenditures for fixed assets

CHANGES IN FIXED ASSETS AND RESERVES FOR DEPRECIATION

Change in fixed assets:

Total fund requirements for additions .-

Gross income from sales of surplus property and Incidental construction receipts

Net expenditures for additions

Adjustments necessary to state at original cost

Original cost of plant retired _

Amortization of acquisition adjustments. _ _

Change in fixed assets for year.

Balance at beginning of year

Balance at end of year

•Deduct.

$4ri6, 973

22, 977, 926

91,334

807, 486

8, 264, 612

130, 398

$32, 744, 729

2, 834. 306

•253, 907

$20, 590, 813

5,962,182

1, 490, 240

492, 278

16, 991, 383

181, 561

808, 136

136. 398

2, 835, 131

623, 618

371, 145

6, 750, 360

398, 350

471, 698

103,000

5, 948, 182

1, 769, 240

9, 005, 156

1, 100. 696

1. 748. 077

9. 803, 631

1, 992, 260

300,000

537, 000

13,908,000

•3,046

•825

58,339

•1,000

14, 000

•5, 000

54, 4C8

•1, 378. 543

42,401,980

•6, 714, 242

•362, 610

30, 493. 235

•2, 275. 000

•175.000

43, 726, 055

•6, 714, 242

31, 639, 235

•2, 275, 000

37,011,813

189, 233

•3, 386. 632

•1,200,000

32,614,414

757, 477, 536

29. 264. 235

2, 160, 000

•4,342,000

•200,000
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Schedule C-1—Continued

COMPARATIVE STATEMENT OF NET EXPENDITURES AND FUND REQUIREMENTS FOR FIXED ASSETS AND CHANGES
IN FIXED ASSETS AND RESERVES FOR DEPRECIATION—Continued

1946, estimated

CHANGES IN FIXED ASSETS AND RESERVES FOR DEPRECIATION—Continued

Change in reserves for depreciation:

Total fund requirements for retirements...

Gross income from sales of retired fixed assets.. _ _

Net expenditures for retirements

Adjustments necessary to state at original cost _

Original cost of plant retired - -

Provisions for depreciation and depletion:

Charged direct to operations ,

Charged to construction and clearing accounts _

Change in reserves for depreciation for year..

Balance at beghming of year .-

Balance at end of year

Change in fixed assets less reserves for depreciation for year

Balance at beginning of year __

Balance at end of year

•Deduct.

•11,046,000

•175,000

•$91B,0UO

•187, 000

•$1, 686, 685

•189, 233

3, 386, 632

•$1,221,000

•2, 160, 000

4, 342, 000

•$10, 645,

1

•1,156,'

•$11,747,000

•587, 000

•10, 291, 657

•61, 465, 336

•11,041,000

•71,756,893

22, 322, 857

696, 012, 200

16,841,235

718,336,057

, 102, 000

1, 094, 000

i, 342, 000

1, 797, 893

,164,000

, 176, 292
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Schedule D-1

REIMBURSABLE SERVICES AND MISCELLANEOUS RECOVERIES OF EXPENDITURES '

[Fiscal years ending June 30, 1945, 1946, and 1947]

REIMBURSABLE SERVICES

Calcium carbide operations for Eubber Reserve Company .

Mapping services for War Department

Design services for war agencies

Chemical plant construction for war agencies..

Power construction for others

Housing management for war agencies—
Miscellaneous services and loans of personnel.

Total, reimbursable services

MISCELLANEOUS RECOVERIES OF EXPENDITURES

Power operating expense recovered:

Interchange power delivered. --

Other recoveries

Chemical operating expense recovered:

Chemical plant operations

Maintenance of idle properties

Materials and supplies sold from inventory..

Indirect expenses recovered:

Administrative and general expense...

Expense common to power, navigation, and flood control.

Other indirect expense

Total miscellaneous recoveries of expenditures...

Total reimbursable services and miscellaneous recoveries of expenditures.

nNANCED FROM WORKING FUNDS

War Department, Army Map Service

Navy Department, Bureau of Ordnance.

Navy Department, Bureau of Ships.

Total financed from working funds...

Net total reimbursable services and miscellaneous recoveries of expenditures..

$2, 625, 893

1, 605, 742

17, 616

180, 468

274, 442

43, 946

310, 682

$2, 555, 968

72,611

228, 202

236, 887

551, 276

336, 049

304, 165

1, 605, 742

13, 562

1946, estimated

$1,882,000

1,300,000

63, 000

62,000

126, 000

1947, estimated

.$3,000

52, 000

66, 000

$2, 278, 000

85,000

129,000

1,000

130,000

90,000

618, 000

337,000

232, 000

1,300,000

8,000

25,000

, 132, 000

156,000

154,000

1,000

486,000

421,000

232, 000

165,000

164,000

3,852,000

' Not carried forward to exhibit A,
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Schedule E-1

CONSOLIDATED SCHEDULE OF OBLIGATIONS

PERSONAL SERVICEfl, FIELD

Members of the board of directors
Clerical, administrative, and fiscal service:
Grade 13. Range $10,000:
Manager of power
General manager

Grade 12. Range $9,200 to $9,800:
Director, agricultural relations de-
partment-

Director, commerce department
Comptroller
Director, department of property and
supply

Director, personnel department _.

Chief budget oilicer

Assistant general manager _

.

Washington representative,
Grade 11. Range $8,200 to $9,200:

Director, department of power utiliza-
tion

Director, agricultural relations de-
partment

Director, reservoir property manage-
ment department

Works managir (chemical plant)
Chief of research and engineering
Director, department of property and
supply

Director, land acquisition department-
Director, personnel department
Director, information office

Grade 10. Range $7,200 to $8,100:
Chief, cooperative management staff- -

Chief, tests and demonstrations stall- -

Director, reservoir property manage-
ment department-.. -

Acting director, reservoir property
management department

Assistant director, reservoir property
management department

Assistant comptroller
Assistant works manager (chemical
plant)

Chief, materials division ,

Chief, ofEce service division
Chief, land division
Chief personnel staff officer
Assistant chief budget officer
Special assistant (information office)..

Grade 9. Range $f!,200 to $7,000:
Chief, power contracts division
Chief, electricjil development division.
Chief, program review and analysis

stafl

Chief, program exposition unit..
Acting assistant to director, reservoir
property managementdepartment..

Manager of properties
Acting manager of properties
General auditor
Construction accountant
Assistant power accountant
StafT accountant ..-

Assistant to the director, chemical en-
gineering department- -

Chief. Columbia division (chemical
engineering)

Assistant chief, materials division
Head, contracts section
Head, procurement section
Head, traffic and expediting
Assistant chief, land division.
Member, board of appraisal and re-
view

Supervisor of appraisals
Acting supervisor of appraisals
Administrative ofScer
Assistant to the director of personnel..
Chief, personnel relations stafl ^ - -

.

Chief, training and educational rela-
tions stafl

Chief personnel officer..
Chief, standards staff
Assistant chief personnel stafl officer..
Chief, information service stafl

Grade 8. Range $5,200 to $6,000:
Administrative officer
Project accountant
Adininistrative st8.fl officer
Assistant to the director, commerce
department.

Procedures accountant _

Treasurer and administrative officer
Chief, field audit -

Chief, central accounting division

Obligations

Man- Total
years salary

Chemical accountant -

Accountant, municipal and coopera-
tive section

Assistant to the director, chemical
engineering department

8. £00

16. 979

8. SCO

0.8 6,420
1 6, 500
1 6,500
1 6,500

0.2 1,200
5. 8 35, 200
0.2 1,120
1 6, 400
1 6, 400
I 6,000

0.2 1,120
1 6, 125

1 6, 000
0.5 2,418

2.1 13.000
1 6, 400
1 6, 000

3 1.5, 400
4.5 23,100
1.5 7,100

1 5. 000
1 6.000
1 6, 000
1 4, 600
1 6, 000
1 6, 000

I £,000

0.

1

417

1 9, 200
1.1 10,233
1 9, 200

14, 550
7, 696
7,696
7,194
7,696
7.696
7,194

6, 195

6,596
6,596
6,360

0.5 3,300
0.5 3,300
2 13, l.W

1 6, 997
1 6, 596

2 11.168
4.8 27. 6f0
2 10, 793

1 5, 593
0. 2 1, 120
1 6, £93

1 6, f93
1 6, £93
1 5, 693

Man- Total
years salary

9,200
9, 200

9,800

9,200
9,200
9,200

8,700

7,700

15, 400
7,700
7,700
7,200

0.7 4,772



TENNESSEE VALLEY AUTHORITY 93

PERSONAL SERVICES, FIELD—Continued

Clerical, administrative, and fiscal serv-
ice—Continued

Grade 6. Range $3,640 to $4,300—Con.
Land appraiser _

Personnel staff oflEicer

Personnel relations officer

Training officer

Personnel officer

Employment officer

Budget analyst _

Purchasing aeent
Grade 6. Range $3,000 to $3,040

Grade 4. Range $2,430 to $3,000

Grade 3. Range $2,020 to $2,430

Grade 2. Range $1,700 to $2,020

Grade 1. Range $1,440 to $1,700

Professional service:

Grade 13. Range $10,000;

Chief engineer
General counsel.

Grade 12. Range $9,200 to $9,800:
Assistant chief engineer
Chief construction engineer
Chief design engineer
Chief, water control plaiming depart-
ment

Chief power engineer
Superintendent of power operations...
Chief conservation engineer
Director, health and safety depart-
ment. -.

Director, department of chemical
engineering

Acting director, department of chemi-
calengineering...

Solicitor

Grade II. Range $8,200 to $9,200:
Project manager
Assistant chief design engineer
Head civil engineer
Head electrical engineer
Engineer of power design and con-
struction

Director, department of forestry rela-

tions

Director, health and safety depart-
ment

Director, department of regional
studies

Chief of research and engineering
Solicitor -

Grade 10. Range $7,200 to $8,100:

Assistant to the chief engineer
Project manager _

Construction engineer,
Chief, construction plant division
Manager, construction and mainte-
nance division

Superintendent, reservoir clearance
division

Assistant construction superintend-
ent.

Head industrial engineer..
Assistant chief design engineer
Head highway engineer
Chief of civil and architectural design
division

Head design engineer
Chief of structural and mechanical
design division

Head mechanical engineer
Chief of electrical design division
Head materials engineer
Chief, maps and surveys division
Chief, hydraulic data division
Chief, project planning division
Chief, flood control and drainage staff.

Chief, flood control section
Chief, drainage section
Chief, power staff

Head civil engineer
Chief consulting elcctrieal engineer...
General office engineer
Chief, power engineering and design
division

Chief, power construction division
Chief, power production division
Chief, power system operations divi-
sion

Assistant to chief conservation engi-
neer

Chief, regional products research di-

vision
Assistant to the director, department

of regional studies
Head architect
Chief of research and engineering
Assistant chief of research and engi-
neering..

Consulting chemical engineer...
Assistant general counsel
Construction superintendent

Man- Total
years salary

2.9 $10,572
6. 8 22, 480
1 3, 500
2 6, 940
14.5 51,190
1.9 fi,380

1.260

3.1 11,742
100.4

476, 873
294. 9

694,465
911.1

1,660,160
741.9

1, 163, 062
264.1

363, 286

9,250
9,600
8,600
9,250

0.7 6,167

0.3 2,833

1 7, 750
4. 1 30. 240
1 7, 750

2. 4 16, 400
1 7, 750
1 7, 750
1 7, 500

7,000
7,000
7,000
7,000
7,U00
,000

1 7, 000
0.6 3,400
0.5 3,250
0.5 3,350
1 7, 000
0.3 1,796
1 7, 750

7,000
7,000
7,000

1 7,000
0.4 2,800
0.7 4,833

0. 9 6. 229
1 7, ono
0.3 2.500
2 15, 500

Man- Total
years salary

3 $12,510
6 23.432
1.5 6,110
1.2 4,976

10 40, 400
1 4, 183

1 3, 896
2.5 10,241

156.8
529, 191

262.8
712, 954

793.7
1, 706, 368

633.7
1, 167, 555

205.1
329,230

9,200

9,200

7,696
7,696
7,696
7,194

0.6 3,000

1 7, 690

7,194

7,696

Man- Total
years salary

5 $19,850
6 23, 820
1 4. 190

2 8, 050
12 48, 740
1 4, 190

1 4, 080
2. 9 12, 360

165
558, 766

264.1
721, 022

818.6
1,780,163

652.6
1,211,776

193.2
312,937

9,200
9,200
9,200

9,200

8,700

1 8, 400

'2"""i6,'866

8.400

"8,'ioo

7,700

7,700
7,700
7,700
7,700
7,700
7,200

7,700
7,700

7,700

7,700

7,200

7,700

PERSONAL SERVICES, PiELD—Continued

Professional sorvice—Continued
Grade 9. Range $6,200 to $7,000:

Principal civil engineer
Project manager.
Construction superintendent.
Chief, river channel improvement
division

Project superintendent, reservoir
clearance

General foreman.
General mechanical foreman
General electrical foreman
General structural steel foreman.
General carpenter foreman
Construction engineer.
Project design engineer..
Head architectural engineer
Principal highway engineer
Head railroad engineer
Chief of highway and railroad field

engineering division _

Principal electrical engineer
Assistant to the chief, water control
planning department _

.

Principal hydraulic engineer
Principal sanitary engineer
Chief, geologic division
General office engineer
Division manager (power)
Assistant chief, power construction

division
Substation design engineer
Structural design engineer
General planning engineer
Electrical engineer
Assistant chief, power production
division.-

Assistant chief, power system opera-
tions di vision, ._

Chief, power economics division
Cooperative analyst
Assistant director, department of

forestry relations

Chief, watershed protection division..

Chief, forest resources division
Chief, biological readjustment divi-

sion -

Chief, agricultural engineering devel-
opment division

Chief, industrial economics division.

.

Chief, regional products research
division

Chief, river transportation division...
Research specialist

Epidemiologist _.

Health officer

Sanitary engineer
Safety engineer ,

Chief. Government research division.

Chief, urban community relations

division.
Chief, recreation and public grounds
division

Architect.-
Landscape architect..
Plant records engineer, staff

Chief, chemical research division

Chief, process development division.

.

Chief, chemical plant design division.
Chief, plant chemical control division.

Superintendent, ammonia plant
Superintendent, ammonium nitrate
plant

Superintendent, phosphate and car-

bide plant
Attorney,- - --

Procurement analyst
Supervisor of titles

Grade S. Range $5,200 to $6,000:
Civil engineer
Construction engineer
Structural engineer.--
Mechanical engineer...
Electricnl engineer
Materials engineer ---

Cost engineer
Construction superintendent
Architect - -

Office engineer
Specifications engineer
Design engineer-- -

HydrauUc engineer -..

Transmission line design engineer
Communication engineer
Chief, electrical laboratory and test

division
Assistant production engineer
Assistant chief, power system opera-

tions division
Power plant superintendent
Power engineer
Cooperative analyst
Economi.^t- ,,-

Cooperative specialist

Agriculturist.-
Forester -- -

Chief, biological readjustment division.

Man- Total
years salary

2 $12,800
1 6,000
6. 9 40, 701

1 6,400

0.5 3,000
1.5 8,r

1 5,600
1.

1

6. 160
1 6,e

1 5,600
6 28, 950
2. 5 15, 400
1 6,000
0.5 3,000
1 6,000

1 6,

6,400
7,000

24, 000

Man- Total
years salary

6,000
6, 683
6,900

1

0.4 2,400
1 6.000
1 5, 653
1 6, 000
2 12, 000

1,000

6,000

0.8 4,500
5 29, 260
1 6, 000
1 5. 800

14 69, 800

"4""20.'466

7.1 30,19
6 30. 400
3 14,800
1 5. 000

'"i'"""5,"6o6

2 10, 000
0.6 2,500
I 4,848
S 25,200
1 5. 000
1 6,000

1 6,000
2 10,000
0.5 2,300

1 5, 000
6. 3 26, 250
0.5 2,300

0.8 4,960

2 $13,991
1 6, 596

4 26, 360

0.4 2,480
0. 5 3, 100

0. 5 3, 100

0. 5 3. 100

0.5 3,100
0. 7 3, 960
0.2 1,142
1 6, 596

'i'""6"596"

12,390

6,195
6,598
6,394

1 6,596
1 6, 596
1 6,596
2 13, 108

1.6 9,684
1 6,596
1 6, 596

0.6 3,720

1 6, 997
0.8 4,9

0.7 4,340

6,258

6,630

13 74, 544

4 "22,719

7. 5 42, 589
5.5 31,071
0.2 1,030
1 5, 693

33, 961

6,593
, 6, 693

2 11,125

'2.'6'i4,642"

2.4 12,480
1 5, 593
6. 1 28, 279

1 6, 491
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Schedule E-1—Continued

CONSOLIDATED SCHEDULE OF OBLIGATIONS—Continued

PERSONAL SERVICES, FIELD—Continued

Professional service—Continued
Grade 8. Range $6,200 to $6,000—Con.
Assistant chief, watershed protection
division

Agricultural engineer
Foods processing specialist

Industrial analyst _

Industrial engineer
Mining engineer
Navigation engineer
Traffic analyst
Sanitary engineer
Health officer.-. .-

Biologist
Malariologist
Social science analyst
Community planner.
Landscape architect
Specialist in public safety service

Specialist in property management...
Chief, plant chemical control divi-
sion ,

Chemist _

Chemical engineer
Attorney
Airplane pilot _

Supervisor of titles.

Grade 7. Range $4,300 to $5,180:

Civil engineer

Office engineer ,

Electrical engineer
Mechanical engineer...
Cost engineer
Field engineer
Materials engineer
Structural engineer _

Architect
Specifications engineer.
Hydraulic engineer
Division engineer..
Distribution engineer
Power plant superintendent
Rate engineer
Power supply engineer
Power utilization specialist

Electrical development specialist

Agriculturist
Cooperative analyst
Cooperative specialist

Forester
Biologist
Erosion engineer
Assistant chief, watershed protection
division .- _

Agricultural engineer
Foods processing specialist

Geologist
Industrial analyst...
Industrial economist.
Industrial engineer _

Navigation engineer
. TralEc analyst
Transportation economist
Malariologist
Health officer

Statistician
Sanitary engineer.,.
Safety engineer
Specialist in nursing... _.

Entomologist
Industrial hygienist
Economist
Public administrative analyst
Community planner.
Recreation technician
Landscape architect
Specialist in population readjustment

.

Plant records engineer, plant records..
Chief of administrative staff (research
and engineering)

Chemical plant superintendent, Co-
lumbia division

Assistant chief, Columbia division
Chemist
Mathematician ._

Chemical engineer..
Attorney
Airplane pilot

Assistant head, transportation section

.

Title examiner
Specialist in educational evaluation. .

.

Specialist in educational materials
Specialist in educational methods
Specialist in library service
Specialist in Negro education and

relations..

Writer
Grade 6. Range $3,640 to $4,300:

Office engineer

Obligations

Man- Total
years salary

117.674
8.8 36,611

18. 5 78, 543
11.3 46,792
2 8.450
2 8, 467
3.4 14.3.34

4. 9 21, 243
3 12, 650
0. 3 1, 200
9 37. 267
6 20,600
1 4. 267

2. 7 10, 633
1 4, 266

4,267
8,467

0.6 2,360
0.2
1

760
4,200

0.9 3,870
5 21, 000
1 4, 260
1. 8 6, 100
1 4, 200

2 8,617
0. 5 2. 000
1.2 4,660
1 4, 200
1 4, 200
2 840

6.3 21,115
2. 8 10, 660
1 4, 200
1 4, 200
0.7 3,016

Man- Total
years salary

1 $5, 392
2 10. 750
1 5, 593

0.8 4,160
2 10, 741

1 6, 693

2 11,070

2 11,566
6 27. 327
1. 9 9, 805
0.6 2.800

0.7 3,640
0. 3 1. 677
1 6, 180

2 11.160

1 6. 257

2. 5 13, 786
3. 6 19. 746
3 16, 247

27.7
129. 120

6. 7 32. 454

20. 6 99. 785
11. 8 66. 620
1. 1 5, 339
1.7 8,432
1.7 7.644
4. 4 21. 970
4. 3 20. 594

1 4, 590
11. 5 63. 953
5 23. 767
1 4. 963

3 13, 305

1 4, 953
2 8. 974
2 10. 056
2.3 9,675
1.8 7,750
1.5 6.882
0.8 3,225
9. 2 39, 910

624

4 17,444
2. 4 10. 320
2. 1 9, 751

2.2 9,812
1 4, 953

4,367

'4,733'

23. 62a

4,953
13, 324
4.733
4,293

2. 7 12, 460
1 4, 575
0.8 3,572
2. 3 10, 478
1.6 8,814

0.6 2,973

1 4, 963

1 4, 536

8 37, 002
1 4, 280
9. 3 43, 353
3.3 14,918

0.7 3,005
1 4, P53
1 6, 172

Man- Total
years salary

1 $6, 600
2 11,200
1 6, 600
1 6, 200
2 10.800
1 6,600
2 11,200

16,800

5,000
16. 400
23. 400
16,000
6,000

121, 630
8 39,240

21 102. 560
12 57. 880
3. 6 16. 720
1.5 6,926
1 4. 300

6 30. 240

6 23.260
1 4. 740

12 60, 220
6 23, 920

13, 340

2 9, 040
2 10, 160
6 26, 295
3 13, 120
2 9, 040

1 4, 300
9. 6 43, 040

4,520

4,9

6 23, 700
1 4, 960
6 20, 940
1 4, 740
1 4, 300
2 8. 600
1 4, 300
3 13, 560
1.3 5,816
1 4, 300
4 17, 640
2,7 11,830

4.960

4.740

37, 920
4,620
50,600
18, 520
17,640
4,740
4.960

PERSONAL SERVICES, FIELD—Continued

Professional service—Continued
Grade 6. Range $3,640 to $4,300—Con.
Civil engineer

Structural engineer. .

.

Cost engineer
Field engineer
Materials engineer
Mechanical engineer..
Electrical engineer

Architectural engineer
Plumbing engineer
Highway engineer..
Specifications engineer
Chemist
Cartographic engineer
Hydraulic engineer.
Geologist
District operating superintendent
Electrical development representa-

tiv

Valuation engineer.
Power plant superintendent
-\ssistant power plant superintendent
Home economist
Agricultural engineer
Electrical devi'lopment specialist

Power supply engineer
Cooperative analyst
Agriculturist
Forester
Erosion engineer
Biologist
Game technician
Agricultural economist
Foods processing specialist

Geologist
Industrial analyst,
Industrial economist
Navigation engineer
Statistician
Traffic analyst
Medical officer

Dental officer.

Entomologist...
Botanist- ._

Industrial hygienist
Sanitary engineer
Economist
Community planner
Recreation technician
Architect
Landscape architect
Specialist in property management. ..

Plant records engineer, plant records .

Plant records engineer, chemical
Mathematician
Chemical engineer
.\ttomey.--
Airplane pilot...
Title examiner
Specialist in training
Assistant chief, graphic services staff.

Librarian
Writer

Grade 5. Range $3,000 to $3,640

Grade 4. Range $2,430 to $3,000.

Grade 3. Range $2,020 to $2,430.
Subprofessional service:

Grade 6. Range $3,000 to $3,640.

Grade 4. Range $2,430 to $3,000.

Grade 3. Range $2,020 to $2,430.

Grade 2. Range $1,700 to $2,020.

Grade 1. Range $1,440 to $1.700., ,,

Custodial service:

Grade 9, Range $6,200 to $7,000:

Chief, transmission system mainte-
nance— -

Superintendent, phosphate and car-

bide plant..
Grade 8. Range $5,200 to $6,000:

Construction superintendent
Assistant construction superintend-
ent

General steamfltter foreman
General electrical foreman
General mechanical foreman
General carpenter foreman
General foreman
Assistant general structural steel fore-

man
Assistant general mechanical foreman-
Assistant general electrical foreman...
Reservoir clearance superintendent...

Man- Total
years salary

34.9
.$121,116

16. 8 60, 861

5.4 1".567

6. 4 23, 721

10. 9 3'J, 251

18.

1

63. 621

160,202

2.5 9,050
1. 1 4, 180

16. 2 55, 032
1 3.600

10 34. 506
1 3,500

11 38, 361

1 3. 262
9. 9 36, 904

17. 1 68, 993
1 3, 566
4, I 18, 179

0. 3 1, 167

1. 1 3, 660
1 3, 500

12. 9 42, 818
0. 9 3, 355
0.8 3,008

1 3, 566
2.8 9,667

9.675
0,3 960
0.9 2,

1.6 5,780
0.9 2,880
0. 4 1, 400
7. 8 29, 640
1 3, 800
1 3, 200
1 3,200
1 3, 6,50

10. 5 36, 750
3 10, 850
1. 1 3, 870
1 3, 650
1 3, 800
1 3, 800

0. 6 1, 750
14. 6 50, 729
1 3, 276
0.8 2,760
6. 6 24, 306
0. 4 1, 406

3,500

0.1 165

12 34, 036
169.7

387, 335
421.2

760, 304
147. 6

222, 102
60.6 81,821

0.2 1,400

4 20,800

2 9,200
1. 6 7, 600
2 10, 200
3 16, 200
1 6,000
6 26, 903

3.1 16,134
4 20, 000
1.7 8,600
2.2 11,000

Man- Total
years salary

31

$123, 796
15. 2 63, 315
4 16, 740
2 8, 490
6. 7 27, 678

15. 8 64, 586
63.8

209, 485

3,961

15.6 62,414
1 4, 183

6. 5 26, 636
1 3, 963

11.9 47,366

3.1 11,169

17
45, 945
66, 595

1 4, 293
3. 9 16, 126

0. 6 1, 820

3 . 11,124
1 3, 963

15, 8 61, 063

1 4, 183

1.4 6,200
3 11,653
2. 7 10, 131

0.1 320
3,963

1.7 6,467
0. 6 2, 104

7 29, 996
2 7,912
1 3, 956
1 3, 9,56

1 4, 175

,0 40, 545
0.9 3,738
1.6 6,368
1. 6 6, 176
1 3, 992
0.7 2,702
2 8, 340
2 8, 256

4 15, 044
4. 3 17, 955
1 4, 183

1 4, 293

1 3, 963
0. 5 1, 820

460.9
1,543.056

251.4
689. 350

1.1 2.673

13. 3 44. 272
169.3

458. 147

434.1

925, 583
148.7

267, 597
68.6 92.114

0.8 4,650

1 6, 264

4. 5 25, 844

1 5, 192

24
$97, 617

16.3 69,014
4.5 18,470

7 28, 640
9. 5 39. 200

20 82. 470
69.6

239, 438
1

1 4, IPO

1. 5 66, 660

4, 190
i 24, 590

3,970
'. 61, 680

18, 970

18
46, 145

70, 470
1 4,300
4.6 17,6.34

1 3, 760
1 4, 080
5 18, 420
3.3 12,000
16 62; 020

1 3,700

1 4, 190

2,5 9,430
3 11, 800
3.2 12,930
1 3. 640
2 7, 830
2 7, 610
1 3, 640
7 30, 100

2 7. 940

1

1

11
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PERSONAL SERVICES. FIELD—Continued

Custodial service—Continued
Grade 8. Range $5,200 to $6,000—Con.
General structural steel foreman
Chief, power system service shops
division _

Transmission line maintenance super-
visor.--

Ast;istant superintendent, phosphate
and carbide plant

Superintendent, maintenance divi-

sion
Grade 7. Range $4,300 to $5,180:

General mechanical foreman
General electrical foreman...
General foreman
General tunnel foreman
General labor foreman...
General painter foreman
Assistant general foreman..
Assistant general structural steel fore-

man
Assistant general carpenter foreman. .

Assistant general mechanical foreman.
Master mechanic
Assistant general electrical foreman..

.

Assistant general quarry foreman
Assistant construction superintend-
ent

Transmission line maintenance super-
visor

Transmission substation mainte-
nance supervisor

Chief system load dispatcher
Phosphate supervisor
Assistant to the superintendent,
phosphate and carbide plant

Assistant superintendent, mainte-
nance division

Ammonia plant supervisor
Water-gas supervisor
Assistant superintendent, ammonium

nitrate plant
Chief, yard operations division

Grade 6. Range $.3,640 to $4,300:

Assistant construction superintend-
ent.

Dredge master
General foreman _.

General concrete finishing foreman. ...

General labor foreman
General marine foreman
Assistant general mechanical foreman
Assistant general labor foreman
General painter foreman
Assistant reservoir clearance superin-
tendent

General carpenter foreman
General structural steel foreman
Assistant general tunnel foreman
General core drill foreman
General grade foreman
General garage foreman
Assistant general foreman ,

Master mechanic
Chief electrician

Assistant master mechanic
Assistant chief electrician
Assistant substation maintenance
supervisor

Assistant transmission line mainte-
nance supervisor

General maintenance foreman
Assistant chief system load dis-

patcher
Substation supervisor
Assistant substation supervisor
General terminal foreman
Chief, public safety service
Phosphate shift supervisor
Assistant phosphate supervisor
Raw materials supervisor
Carbide supervisor
General electrical foreman
General steamlitter foreman...
Chemical plant maintenance supervi-

sor..

Ammonia plant shift supervisor
Nitrate plant supervisor
Nitrate shift supervisor..
Chemical plant supervisor, Columbia

Assistant chief, yard operations..
Building custodian engineer

Grades Range $3,000 to $3,640

Grade 4. Range $2,430 to $3,000.

Grades. Range $2,020 to $2,430.

Grade 2. Range $1,700 to $2,020.

Grade 1. Range $1,440 to $1,700..

Inspectional and investigational service:

Grade 7. Range $4,300 to $5,180:

Safety officer

Man- Total
years salary

1 $5, 000

1 5, 000

1 4, 800

0.8 3,450

1 6,000

1.1 4,620
1 4. 200
3.7 14,848

1 4,200
5. 3 21. 728
6. 5 26, 481

1 4, 200
1.5 6,896
0. 4 1, 409

5.

8

24, 337

1 4, 265
0.7 3,110
1 4, 206

3 11,400
0. 5 I, 900
7.3 27,216

1 3, 800
1 3. 500
0.9 3,004

1 3. 567

1 3. 567

4.1 13.878

2.6 8,300
4 15. 232

0.5 1,604
4. 2 14, 607

684, 430

95,360

Man- Total
years salary

0. 5 $2, 800

1 6, 593

0.2 1,400

4.293
9.4S0
9,480

0.3 1,;

0.3 1,;

0.8 3.222
1 4, 733

1 4, 733

1 4. 506

0. 5 2, 150

1 4, 953

5. 5 22. 805
0.5 2,150
0.5 2,040
0.5 1,985

1.

8

7,451
1 4.293
1 4,293
1 3, 963

2. 5 10, 708
1 4.293
2.6 9.671
1 4, 183
1 4. 183

6.8 22,973
1 4.293
1 3. 963
1 3,963
1 3, 624
1 4,293

7,683
3,963
4,293

Man- Total
years salary

1 4. 300
2 9.040
6. 4 26. 0-0

2 9,480

4,520
4,300
4,960

7 28.640
1 4. 080
2. 1 8, 428

4.080
4.300
4, 300
4,300
3.970
3,970

7,775

12.900
4.300
11.580
4,190
4,190

24. 260
4.300
3.970

8.160
3.970
4,300

145,118

112, 897
4

604, 383

116,378
5

515, 770

PERSONAL SERVICES, FIELD—Continued

Inspectional and investigational service-
Continued

Grade 6. Range $3,640 to $4,300:
Inspector of materials ._

Safety officer

Grade 6. Range $3,000 to $3,640
Grade 4. Range $2,430 to $3,000...

Grade 3. Rnnge $2,020 to $2,430.
Educational service:

Grade 4 Range $2,430 to $3,000.
Grade 3. Range $2,020 to $2,430.

Trades and labor service:

Range $1,260 to $.3,100..

Total permanent, field...

Temporary employment, field.

Part-time employment, field...

W. A. E. employment, field...

Overtime pay, field

Additional compensation, field.

Night-work diSerential, field...

9,8C1.3

23, 966, 870
5, 488. 3

1.3, 916, 129
2.8 4.961

69.2
157. 361

2, 781. 590

164,404

All personal services, field.

Deduct amounts for personal services in

the foregoing schedule which are dis-

tributed to appropriations as follows:

War Department. Army Map Service..
N&vy Department, field test work at
Hiwassee

Navy Department, field test work at
Fontana

01 Personal services (net).

OTHER OBLIGATIONS

02 Travel
03 Transportation of things
04 Communication services

Payment for penalty mail
05 Rents and utility services
06 Printing and binding
07 Other contractual services
08 SuppUes and materials
09 Equipment
10 Lands and structures...
11 Grants, subsidies, and contributions..
13 Refunds, awards, and indemnities

—

14 Interest
16 Public debt retirement

Total other obligations..

Grand total obligations..
Reimbursement from corporate funds
Transferred to

—

"Geological Survey" (topographic sur-

veys). Department of Interior
"Geological Survey" (gaging streams).
Department of Interior

"Salaries and expenses, OflSce of Treas-
urer of the United States"

"Printing and binding. Office of Treas-
urer of the United States"

Property received by transfer from War
Department...

Reappropriation of prior year balance for

1945
Reappropriation of 1945 balance for 1946..

Total estimate or appropriation

Bt Funds and Functions

Obligations and transfers from appropri-
ated fimds:

Gross expense of direct operations:
Navigation
Flood control
Fertilizer and' munitions re.search

Resource development activities

Additions to fixed assets

Change in inventories
Change in commitments

Total from appropriated funds

Obligations and transfers from corporate
funds:

Common expense allocated to:

Navigation.
Flood control-

Maintenance of idle chemical properties.
Additions to fixed assets

Retirement of outstanding bonds pay-
able..

Interest on outstanding bonds
Power operating expense less interde-

partmental revenues

Man- Total
years salary

7. 5 $26,590

8 2»,900
19 58. 202
46.3

105, 512
6. 7 10, 703

2.7 6,593
1.8 2,966

Man- Total
years salary

4 $16,379
7. 5 30, 782
8. 9 30, 143
12.2

32,908
1.6 3,578

Man- Total
years salary

7, 937, 446

9,314.6
23, 657, 472

3, 605. 7

7, 832, 991
4 6,000

63.4
138, 691

876, 398
3,757
81,811

9, 403.

1

23, 962, 014
4, 900. 6

9, 906, 180
4 6,000

46.9

370 988.795

1 2, 192

17. 197

7, 135.

!

14. 835, 696
3. 993. 942
1.012,587
3, 478, 381

176, 650
735. 013

2. 000, ono

37, 597. 580

76,000

62,500

13,160

290

323 870,000

0.6 1,200

4.5 10.000

693, 000
2, 210. 370

337, 986
22.000

677,688
63,836

2, 327, 614
11,622,291
8, 445. 633
1,201,000
3,274,000

38, 200
656. 000

2. 300. OOP

33. 769. 618

65,000

60,000

8,312

150

846, 411

2,115.504
353, 638
25. 000

694. 376
101.969

6. 838. 390
13, 382, 238
10, 277, 571

1,450.000
2, 90O, 000

43. 200
616.000

2. 272, 500

40, 916. 796

65,000

60,006

6,068

150

$186, 437
60,401

1. 356, 769
4, 968,

20, 967, 413
51,905

-923. 220

$226, 000
120,000

1, 450, 000
6, 149. 000

14, 122, 975
17, 867

-350, 102

$238, 000
60.000

1,450,000
6, 682, 000

24, 708, 000
-166,000
3,600,000

26, 657, 164 21, 736, 740 36, 672, 000

1,066,000
1,065,000

11,000
15,683,260

1,124,000
1,124,000

11,000
13, 538, 000
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Schedule E-1—Continued

CONSOLIDATED SCHEDULE OF OBLIGATIONS—Continued
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Schedule E-3

STATEMENT OF PROPOSED EXPENDITURES FOR PURCHASE, MAINTENANCE, REPAIR, AND OPERATION
PASSENGER-CARRYING VEHICLES AND AIRCRAFT FOR THE FISCAL YEAR ENDING JUNE 30, 1947

OF

Appropriation





FEDERAL LOAN AGENCY
INTRODUCTORY STATEMENT

lu accordance with the authority contained in the
Reorganization Act of 1939, the Federal Loan Agency was
created to supervise and coordinate the activities of the
following agencies:

Reconstruction Finance Corporation.
Electric Home and Farm Authority.
The RFC Mortgage Company.
Disaster Loan Corporation.
Federal National Mortgage Association.
Federal Home Loan Bank Board.
Home Owners' Loan Corporation.
Federal Savings and Loan Insurance Corporation.
Federal Housing Administration.
Export-Import Bank of Washington.

Subsequent to the creation of the Federal Loan Agency,
the Reconstruction Finance Corporation organized sub-
sidiary corporations for the purpose of administering
certain defense activities. These subsidiary corporations
which are listed below were, through the Reconstruction
Finance Corporation, subject to the supervision of the
Federal Loan Administrator.

Defense Plant Corporation.
Defen.se Supplies Corporation.
Metals Reserve Company.
Defense Homes Corporation.
Rubber Reserve Company.
War Damage Corporation.
U. S. Commercial Company.
Petroleum Reserves Corporation.
Rubber Development Corporation.

Under the provisions of E.xecutive Order 9070, dated
February 24, 1942, the Federal Home Loan Bank Board,
Home Owners' Loan Corporation, Federal Savings and
Loan Insurance Corporation, Federal Housing Adminis-
tration, and the Defense Homes Corporation were trans-

ferred to the National Housing Agency. E.xecutive

Order 9256, dated October 13, 1942, provided for the
termination of the Electric Home and Farm Authority
and the transfer of its assets for liquidation to the Recon-
struction Finance Corporation. As a result of Public
Law 109, approved June 30, 1945, the Defense Plant
Corporation, Metals Reserve Company, Rubber Reserve
Company, Defense Supplies Corporation, and the Dis-
aster Loan Corporation were dissolved and their func-

tions transferred to the Reconstruction Finance
Corporation.
During the period July 1943 to October 1945, the

Rubber Development Corporation, U. S. Commercial
Company, and Petroleum Reserves Corporation together
with the Export-Import Bank of Washington were under
the jurisdiction of the Foreign Economic Administration.
The latter, in accordance with the provisions of Public
Law 173, approved July 31, 1945, was given independent
status and on October 20, 1945, the former were returned
to the Reconstruction Finance Corporation.
With the transfer of certain corporations from the Fed-

eral Loan Agency and the consolidation of other corpora-
tions with the Reconstruction Finance Corporation, the
Federal Loan Agency now consists of the Reconstruction
Finance Corporation and six subsidiary corporations

—

The RFC Mortgage Company, Federal National Mort-
gage Association, War Damage Corporation, U. S. Com-
mercial Company, Rubber Development Corporation,
and the War Assets Corporation (formerly Petroleum
Reserves Corporation). Under the provisions of Execu-
tive Order 9689, dated January 31, 1946, provision was
made for the transfer of the surplus propei-ty functions of

the War Assets Corporation to the War Assets Adminis-
tration on March 25, 1946, after which steps will be taken
to dissolve the War Assets Corporation which now has no
remaining functions to perform.

This chapter presents the budgetary requirements of the
Office of the Administrator of the Federal Loan Agency,
the Reconstruction Finance Corporation, and five sub-
sidiary corporations. A budget program has not been
submitted for the War Assets Corporation since it will be
dissolved and the budget to be submitted for the War
Assets Administration Avill cover the surplus property
functions formerly performed by this Corporation.

It should be pointed out that all personnel involved in

the operations of the subsidiary corporations are employees
of the Reconstruction Finance Corporation and for this

reason a single administrative expense limitation is sub-

mitted for the Reconstruction Finance Corporation and
its five subsidiary corporations.
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OFFICE OF THE ADMINISTRATOR

Administrative Expenses

The Administrator of the Federal Loan Agency
supervises and coordinates the activities of the various
corporations constituting the Federal Loan Agency. In
the exercise of such supervision the services of personnel
of the Reconstruction Finance Corporation are utilized
on a reimbursable basis. The funds made available for
administrative expenses are transferred from the admin-
istrative funds available to the corporations under the
supervision of the Administrator and the amount charge-
able to each is determined upon the basis of services
rendered.

Diu-ing the fiscal year 1945, the administrative expenses
of this OfRce amounted to $87,783 and the amount pro-
vided for the fiscal year 1946 is $91,000. It is estimated
that the amount required for these supervisory functions
will amount to $118,000 dming the fiscal year 1947.

Language

Administrative expenses: Of the funds available for adminis-
trative expenses to the agencies [placed] under the direction and
supervision of the Federal Loan Administrator [by Public Law 4,
Seventy-ninth Congress, approved February 24, 1945, $91,000J
[12 U. S. C. 1801), $118,000 is hereby made available to the Admin-
istrator for administrative expenses of supervising such agencies,
including personal services in the District of Columbia and else-
where; printing and binding ($2,500); lawbooks, books of reference,
and periodicals; not to exceed $10,000 for the temporary employ-
ment of persons or organizations for special services bv contract or
otherwise without regard to section 3709 of the Revised Statutes
and the civil-service and classification laws: Provided, That none of
the funds made available [by this Act] for administrative expenses

of said [agenciesl Adininistralor shall be obligated or expended
unless and until an appropriate appropriation account shall have
been established therefor pursuant to an appropriation warrant or
a covering warrant, and all such expenditures shall be accounted for
and audited in accordance with the Budget and Accounting Act,
3.S amended. (Act of May 21, 1945, Public Law 61; Act of Dec. fi,

1946, Public Law 248.)

By accounts



RECONSTRUCTION FINANCE CORPORATION

CREATION AND PURPOSE

The Reconstruction Finance Corporation was created
by the Act approved January 22, 1932 (47 Stat. 5; 15

U. S. C. 601 et seq.)- The Corporation was formally
organized and its operations were begun on February 2,

1932. The scope of the Corporation's functions has been
extended or modified from time to time by amendatory
and supplemental legislation, and its succession, origin-

ally established at 10 years, has been extended 5 years to

January 22, 1947. The affairs of the Corporation are

supervised by a bipartisan board of five directors appointed
for a term of 2 years by the President with the advice of

the Senate.

The legislation creating the Corporation authorized it

to extend financial assistance to agriculture, commerce,
and industry, through direct loans to banks, trust com-
panies, building and loan associations, insurance com-
panies, mortgage-loan companies, and various agricultural

credit agencies. Loans were also authorized to closed

banks to aid in their reorganization or liquidation, and,
upon approval of the Interstate Commerce Commission,
to railroads, or receivers of railroads to provide temporary
financial assistance.

Through amendatory and supplemental legislation the
Corporation has been authorized: (1) to purchase the
capital stock of banks, insurance companies, agiicultural

credit corporations, national mortgage associations, and
various governmental agencies; (2) to make loans to busi-

ness enterprises, mining interests, agricultural improve-
ment districts, public school authorities, and various other
classes of borrowers; (3) to assist m financing the construc-
tion of public works and various self-liquidating projects;

and (4) in connection with the defense and war programs,
to pro\'ide financing for pm-poses of plant conversion and
construction, working capital, mining operations, and
other activities; to provide war production facilities; to

provide supplies of, and to stockpile, strategic and critical

materials including the payment of price subsidies, and
to undertake a wide range of other activities incident to

the war effort. Under the pro\'isions of Executive Order
9665, dated December 27, 1945, the lending functions and
certain related activities of the Smaller War Plants
Corporation were transferred to the Reconstruction
Finance Corporation as of January 27, 1946.

FINANCIAL ORGANIZATION

The Corporation originallv had an authorized capital

stock of $500,000,000 all of which has been subscribed
and paid for bv the Secretarv of the Treasury. In April
1941, this total was reduced by $175,000,000. As pro-
vided in Public Law No. 2, Seventy-second Congress,
approved January 22, 1932, the Corporation was author-
ized to borrow $1,500,000,000. This authority has been
increased from time to time, and as of June 30, 1945, the
Corporation was authorized to borrow to the extent of

$15,750,000,000 for general purposes. In addition, the
Corporation was authorized to borrow for specific pur-
poses, the amount limited in some cases to stipulated
amounts and in others to the amount necessary to carry

out the program or purpose authorized. The total author-
ized for specific purposes was $4,749,892,000 including
amounts used for purposes where the limitation was not
stated in terms of dollars. Pursuant to the act approved
February 24, 1938, and the National Housing Act, as

ameD.ded, the Secretary of the Treasury was authorized
and directed to cancel obligations of the Corporation in-

curred in supplying funds for allocations to other govern-
mental agencies or for relief by direction of Congress.
The amount of notes cancelled pursuant theretx> has been
$2,784,867,008, which inchided $1,659,665,562 for general
purposes and $1,125,201,446 for specific purposes. Speci-
fic borrowing authority has been furthei' reduced by
$619,632,243, due to repayments on obligations to this

Corporation and to cancellations of unused borrowing
authority. As at June 30. 1945, the Corporation had
.$9,019,947,124 ia notes outstanding in the hands of the
Secretary of the Treasury. Notes held by the Secretary
of the Treasury bear interest at the rate of 1 percent
per annum. Notes outstanding for specific purposes
amounted to $1,148,011,818 and for general purposes
$7,871,935,306. (See schedule C-1.)

ANALYSIS OF BUDGET PROGRAM BY MAJOR
ACTIVITIES

The budgetary requirements of the Corporation for the
fiscal year 1947, insofar as they pertain to its loan and
investment powers, depend upon a number of factors,

mostly economic in character, and are set forth below in

the discussion of the loan programs by types. The Cor-
poration was called upon during the war to perform many
functions directly related to the production of war mate-
rials and to the stabilization of our domestic economy.
Generally, these functions were sponsored by other Gov-
ernment agencies. Some of these programs will continue
into or during fiscal year 1947; however, the extent to

which they wUI continue wUl be governed by directives of

the Office of War Mobilization and Reconversion or by
legislation enacted by the Congress. For the foregoing

reasons it is necessary to make certain assumptions as a

basis of projecting the activity for the period. These
assumptions or considerations are brought out below in

connection with the respective programs. The budget
program is, of course, predicated on the major assumption
that the life of the Reconstruction Finance Corporation
will be extended beyond January 22, 1947. The extent
of programs conducted during the fiscal year 1945 and the
estimates for the fiscal years 1946 and 1947 are shown in

the statement of sources and application of funds included

in financial statements following the narrative (exhibit A).

Loan and Security Purchase Programs

Since there are many types of loan and security pur-

chase programs engaged in by the Reconstruction Finance
Corporation, and for many purposes, it is considered desir-

able to discuss the subject as a single program to the

extent that the same general considerations are involved,

followed by specific comments by types of loans and

101
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security purchases in each instance in which this is neces-

sary in order to clearly outline the policy, authority, and
other considerations entering into the budget estimates
of the Corporation.

LOANING POLICY

In making loans and purchasing securities it is the
policy and practice of the Corporation to adhere to the

principles laid down by the Congress in the following

quotation from section 5d of the Reconstruction Finance
Corporation Act:

The Corporation is further authorized and empowered to purchase
the securities and obligations of, and to make loans to, any business
enterprise when capital or credit, at prevailing rates for the charac-
ter of loan applied for, is not otherwise available; Provided. That all

such purchases of securities and obligations and all such loans shall

be, in the opinion of the board of directors, of such sound value, or
so secured, as reasonably to assure retirement or repayment; may
be made or effected either directly or in cooperation with banks or
other lending institiitions through agreements to participate or by
the purchase of participations, or otherwise; shall be made only
when, in the opinion of the board of directors, the business enterprise

is solvent; and shall be made under such terms, conditions, and
restrictions as the Corporation may determine.

There are circumstances, of course, in which the above
policy as to soundness of loans is of secondary considera-
tion, such as in the case of catastrophe loans, but the

pohcy is applied to the extent that it can be without
defeating the purpose for which authoritywas granted the
Corporation to make such loans.

The Corporation does not compete with banks or other
lending institutions, but works with them, and encourages
participation loans if the lending mstitutions are un-
willing to undertake the entire risk.

LOANING AUTHORITY

The legislative authority, under which the major por-
tion of loans are made and securities are purchased by the
Reconstruction Finance Corporation, is as follows:

1. Loans to aid in financing agriculture, commerce, and
industry to (a) financial institutions, and (6) railroads
or receivers or trustees thereof to aid in financing, re-

organization, consolidation, maintenance or construction,

by purchase or guarantee of raikoad obligations or by
loans. (Loans and commitments outstanding limited to

$500,000,000 in addition to loans and commitments made
prior to Jan. 31, 1935, and renewals thereof. Sec. 5 of

Reconstruction Finance Corporation Act, as amended).
2. Subscriptions for or loans upon nonassessable stock

and purchase of capital notes or debentures of national
mortgage associations, mortgage loan companies, trust

companies, savings and loan associations, and similar in-

stitutions whose principal business is lending on mortgages,
etc., to assist in the reestablishment of a normal mortgage
market. (Limited "to $100,000,000 outstanding. Sec.

5c, Reconstruction Finance Corporation Act, as amended
Jan. 31, 1935.)

3. Loans to and purchase of securities and obligations
of business enterprises, directly or in cooperation with
banks and other lending institutions on a participation
basis. (Sec. 5d, Reconstruction Finance Corporation Act,
as amended Apr. 13, 1938.)

4. Aid in financing projects authorized under Federal,
State or municipal law. (Sec. 5d, Reconstruction Finance
Corporation Act, as amended Apr. 13, 1938.)

5. Loans to facilitate the exportation of agricultural or
other products and their sale in foreign marliets; loans to
finance the carrying and orderly marketing of agricultural

commodities and livestock produced in the United States.

(Sec. 201, Emergency Relief and Construction Act of

1932, approved July 21, 1932.)

6. Subscriptions for preferred stock of national or State
banks or trust companies, loans secured by such stock as
collateral, and purchases of capital notes or debentures of

State banks or trust companies. (Sec. 304, act approved
Mar. 9, 1933, as amended Mar. 24, 1933.)

7. Loans to corporations, individuals, and partnerships
engaged in mining, milling, or smelting ores, and in devel-
opment of ore bodies containing gold, sUver, tin, or

strategic or critical materials. (Sec. 14, act approved
June 19, 1934, as amended Jan. 31, 1935, and Sept. 16,

1940. Limited to $20,000 to any corporation, individual,

or partnership, and to $10,000,000 in the aggregate to all

borrowers.)
8. Loans to or for the benefit of agricultural improve-

ment districts—drainage, levee, irrigation, etc., to reduce
and refinance outstanding indebtedness; purchase, acquire,

construct, complete, repair, extend, improve, or make
additions to, projects; or purchase or acquire additional

drainage, levee, or irrigation works, property, rights, or

appurtenances in connection therewith. (Limited to

$125,000,000. Sec. 36, Emergency Farm Mortgage Act
of 1933, approved May 12, 1933, as amended June 22,

1936.)

9. Purchase of marketable securities from the Federal
Emergency Administration of Public Works (now Public
Works Administration, Federal Works Agency).
(Amount held is limited to $400,000,000. Emergency Ap-
propriation Act, fiscal year 1935, approved June 19, 1934,
and Public Works Administration Extension Act of 1937,
approved June 29, 1937.)

10. Loans to Admmistrator of the Rural Electrification

Administration. (Specific sums as authorized by Con-
gress from time to time.)

11. Loans to the Secretary of Agriculture for (a) farm
tenancy loans in accordance with Bankhead-Jones Farm
Tenant Act approved July 22, 1937, and (6) for rural

rehabilitation loans. (Specific sums as authorized by
Congress from time to time.)

12. Loans or advances to small business concerns to

enable them to finance the construction, conversion,

equipping, or expansion of plants, or the acquisition of

materials to be used in the manufacture of war and
essential civilian supplies; purchase surplus property and
resell to small business, subject to regulations of Surplus
Property Administration; guarantee loans to small busi-

ness enterprises in connection with the acquisition,

conversion, and operation of plants and facilities which
have been determined to be surplus property, and in

cooperation with the disposal agencies to arrange for sale

of surplus property to small business concerns on credit or

time basis. (The foregoing represent functions and
powers of Smaller War Plants Corporation—sec. 4f, and
sec. 6 of the act of Congress approved June 11, 1942, and
sec. 18e and f of the Surplus Property Act of 1944

—

transferred to Reconstruction Finance Corporation by
Executive Order 9665, dated Dec. 27, 1945, and which
will expire on Dec. 31, 1946.)

13. To make disaster loans. (Act approved Feb. 11,

1937, and act approved July 1, 1945.)

BASIS OF ESTIMATES

In considering the budgetary requirements of the Cor-
poration with respect to the making of loans and the

purchase of securities it should bo pointed out that

the Corporation, representing the Government, is in the
position of lending when private lending institutions, (1)
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do not have the resources to meet the demand, (2) are

prohibited by Federal or State laws from investing their

funds in the particular type of security offered or in the

amount desired, or (3) are miwilling, except under condi-

tions that are prohibitive, to accept the risk that is

involved. Also, private lenders change their views from
time to time as to what constitutes a safe investment.

In view of these factors, the volume of loans to be made
during the fiscal year 1947 is based upon past experience

tempered by judgment and with full recognition that

economic conditions may result in a larger or smaller

volume of lendmg than that forecast.

LOANS TO AID INDUSTRY

Loans to aid industry, particularly small busmess, will

be the heaviest and most important of the loan programs
of the Reconstruction Finance Corporation during the

fiscal year 1947. The Corporation's responsibilities in

the small business field have been increased as a result of

the recent transfer to it of the loan functions of the

Smaller War Plants Corporation. As a result of this

transfer its field organization has been substantially

increased with a larger number of offices through which
loans can be handled. A survey is now in process to

determine what further changes may be necessary in its

field organization.

There are three general types of financing available to

business organizations through the facilities of the Recon-
struction Finance Corporation: (1) blanket participation

loans, (2) other participation loans^ and (3) direct loans

Blanket participation loans.—In March 1945, the Cor-
poration adopted a program which, in effect, provides
for practically automatic guarantee of 75 percent of loans

made by approved banks to business enterprises which
meet the requirements of a blanket participation agree-

ment entered into between the bank and the Corporation.
As a charge for this protection, the Corporation collects

a fixed percentage varying from three-fourths of 1 percent
to one-half of 1 percent per annum, depending upon the

amount of bank participation. Under this agreement
banks may make loans up to $350,000 without prior

approval of the Corporation. Loans requiring guarantee
of more than 75 percent or exceeding $350,000 may be
made but only with the prior approval of the Corporation.
Originally, this agreement was restricted to various types
of business loans but in February 1946 it was extended
to include loans to contractors and other business enter-

prises interested in building residences.

The purpose of this arrangement for financing was to

assure adequate credit thi'ough banks to take care of

returning veterans anxious to establish their own busi-

nesses, to provide for the credit needs of small business
establishments which frequently need loans of longer
maturity than commercial banks ordinarily extend, and
to facilitate and encourage residential construction.

Through March 7, 1946, more than 2,600 banks have
been approved under this plan and the volume of small
business loans made thereunder is increasing rapidly.

Through March 7, 1946, more than 2,000 loans, aggre-
gating $96,000,000 have been made by commercial banks.
It is estimated under this plan that during the fiscal year
1947 appro.ximately 7,500 loans, aggregating $250,000,000
will be made by commercial banks, which will involve
cash disbursements by the Reconstruction Finance Cor-
poration in the amount of $5,000,000.

Other participation loans.—Prior to the inauguration of

the blanket participation plan the Reconstruction Finance

Corporation participated in individual loans made by
commercial banks. This either represented an immediate
pai-ticipation in which the Corpoi-ation agreed to take
a specified percentage of a loan to be made and serviced

by a bank or to purchase such a percentage at any time
during a stated period. The Corporation will continue
to participate in such loans in those instances in which a
bank has not entered into a blanket participation agree-

ment or a loan is ineligible under that plan. The Cor-
poration also follows the practice of allowing banks to

participate in loans which it makes directly. It is esti-

mated that during the fiscal year 1947 commercial banks
will make appro.ximately $40,000,000 of loans under this

plan which will necessitate disbursements by the Cor-
poration, as a part of its participation, in the amount of

$4,000,000.
Direct loans.—The Reconstruction Finance Corporation

will continue to make direct loans to business enterprises

which cannot obtain credit from commercial banks when
the latter do not have the resources, are prohibited by
Federal or State law from making such loans, or are un-
willing because of the risk involved to extend credit. It

is expected that a heavy demand for such loans will occur

in the fiscal year 1947 from small business establishments

and from veterans wishing to enter business. The budget
includes provision for approximately $150,000,000 of loans

of this type, involving disbursements dirring the fiscal

year 1947 in the amount of $130,000,000. Moreover,
$33,300,000 has been included in the budget to provide
primarily for railroad and mining loans. These loans

wUl be made by the Corporation under its own authority

and not imder that transferred to it from the Smaller War
Plants Corporation.

In addition to the direct loans made by the Reconstruc-

tion Finance Corporation under its authority, provision

has been made for $80,000,000 of loans to be made during

1947, involving disbursements of approximately

$60,000,000 to be made under the authority transferred

to it from the Smaller War Plants Corporation. These
loans will be made in connection with section 18e under
which the Smaller War Plants Corporation was authorized

to purchase any surplus property for resale to small

business, and to make or guarantee loans to small business

enterprises in connection with the acquisition and opera-

tion of surplus plants and facilities. In addition, since

solvency is not a prerequisite for loans under the Smaller

War Plants Corporation Act, it may be necessary imder
unusual circumstances to make such loans and also to

provide additional loans to present Smaller War Plants

Corporation borrowers in order to protect the Govern-
ment's interest in the existing loans.

Summary.—As a result of the various types of loans to

aid industry discussed above, it is expected that the Cor-
poration will be called upon to disburse $237,244,000 La

connection with either participation or direct loans

during the fiscal year 1947, which compares with $353,-

371,000 during fiscal year 1946. This decrease reflects to

a very considerable extent the larger volume of participa-

tion loans to be made during 1947 which will reduce

disbursements by the Corporation.

LOANS TO OTHER GOVERNMENT AGENCIES

Estimated loans in this category will be made on the

basis of specific substantive legislation. Loans to the

Rural Electrification Administration and to the Secretary

of Agriculture for rural rehabilitation and farm tenant

loans are included in the budget in the amount of

$352,500,000 for the fiscal year 1947.
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OTHER LOANS

The budget also includes provision for $64,325,000 of

loans to be made for other purposes during 1947, including
loans to States, Territories, and other public bodies and
to homeowners.

VKTERANS EMERGENCY HOUSING PROGRAM

There is now pending before the Congress proposed
legislation which, if enacted, would require the Corpora-
tion to guarantee the market for prefabricated housing and
new-type materials. In addition, this emergency housing
progi-am would authorize the payment of subsidies to

stimulate the production of various construction materials
which are in short supply. The effect of this program
upon the cash disbursements of the Corporation, including
administrative expenses, has not been reflected in the
financial statements e.xcept that $1,500,000,000 of the
Corporation's borrowing authority has been reserved for

these and other financial requirements of the emergency
housing program. (See schedule C-1.)

INVESTMENTS

In order to provide for contingencies, the budget pro-
vides for the purchase of preferred stock and debentures
of banks to the extent of $2,000,000 during the fiscal

year 1947. Occasion for such investments arise in con-
nection with "problem banlvs," and may occur at any
time but cannot be reliably predicted, especially in a
period when economic conditions are favorable.

The estimates under investments in subsidiaries include
a provision for paying to War Damage Corporation
$61,000,000 for capital stock previously subscribed by
the Reconstruction Finance Corporation. This is in the
nature of a contingency to provide War Damage Corpora-
tion w ith funds to pay war damage clauns in the Philippine
Islands, provided the War Damage Corporation is not
relieved of that responsibility by legislation which has
passed the Senate and is now pending in the House. The
remaining $744,480,000 represents advances to subsid-
aries for current operating needs.

SUMMARY OF LOAN AND INVESTMENT PROGRAM

Collections on loans and the sale of securities and col-

lateral held by the Reconstruction Finance Corporation
are predicated on experience during the past year and on
the assumption that favorable economic conditions will

continue throughout the fiscal year 1947.
By the close of the fiscal year 1947, it is anticipated

that loans outstanding will have increased to about
$1,750,733,000, as against $1,534,707,000 at the beginning
of the year. On the other hand, investments other than
in subsidiary corporations will decrease from $375,550,000
to $339,900,000 during this period. The net investment
in subsidiaries on June 30, 1947, is placed at $212,418,000,
which compares with $146,003,000 1 year previous. (See
exhibit C.)

SERVICING ASSETS AND LIABILITIES TRANSFERRED FROM
SMALLER WAR PLANTS CORPORATION

Under Executive Order 9665, dated December 27, 1945,
certain functions of Smaller War Plants Corporation were
transferred to the Reconstruction Finance Corporation,
effective January 27, 1946, as were its assets and liabilities

with the e-xception of a specified sum of cash and certain
obligations to be paid out of such cash that were trans-

ferred to the Department of Commerce. (For a complete
statement of functions, assets, and liabilities transferred

to Reconstruction Finance Corporation see chapter cover-
ing the Smaller War Plants Corporation.)
At the date of transfer of Smaller War Plants Corpora-

tion assets and liabilities to the Reconstruction Finance
Corporation there were outstanding on the books of the
Smaller War Plants Corporation undisbursed authoriza-
tions for loans in the amount of $20,179,000. Of this sum
it is estimated that $12,460,000 will be disbursed by June
30, 1946, and in the fiscal year 1947 an additioiuil amount
of $4,944,000 will be disbursed ; the remainder of $2,774,000
will be cancelled. Further details are shown below.

Loans outstanding beginning of period
Loan disbursements against authorizations during
period _

Loans outstanding end of period.

Jan. 28 to June
30, 1946

$28, 510, 000

12,461,000

40,971.000

13. 202, 000

$27, 769, OOO

4, 944, 000

In addition, the Reconstruction Finance Corporation
acquired from the Smaller War Plants Corporation land,

structure, and equipment in the amount of $16,546,032.
The estimated changes in this account by Jime 30, 1947,
are summarized below:
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justment Board on the basis of the preponderance of its

interest in the war contracts of an industry.

Througli December 31, 1945, there had been assigned

for renegotiation to the RFC Price Adjustment Board
6,958 contractors. The dollar volume of gross recoveries

by agreements or unilateral determinations amounted to

$291,199,000 with others in process amounting to

$38,124,000. There remained approximately 860 con-

tractors to be renegotiated.

It is anticipated that there will be assigned in 1946 ap-

proximately 1 ,200 contractors whose fiscal years ended
in 1945. The majority of these contractors have until

April 1, 1946, to comply with the mandatory filing regu-

lations of the Renegotiation Act. Most of these 1,200

assignments will necessitate renegotiation hearings, and
it is anticipated that it will require all of the fiscal year

1947 to complete their renegotiation and settlement.

The recovery from renegotiation of the Reconstruction

Finance Corporation's own contracts is returned to the

Corporation, whereas the recoveries on contracts nego-

tiated for other agencies and assigned to the Reconstruc-

tion Finance Corporation are deposited in miscellaneous

receipts of the Treasury.
The expenses of this program are limited to the costs of

administration which, for 1946, will amount to $635,528

and the 1947 budget mcludes provision for $575,000.

Defense Plants Program

The Reconstruction Finance Corporation is now carry-

ing on all functions which were previously performed by
Defense Plant Corporation. That Corporation was or-

ganized August 22, 1940, under section 5d of the Recon-
struction Finance Corporation Act, for the purpose of

constructing industrial facilities necessary to the national

defense. The Corporation was dissolved July 1, 1945,

under the provisions of Public Law 109, Seventy-ninth
Congress, approved June 30, 1945, and its functions

were merged with the Reconstruction Finance Corpo-
ration.

Under the defense plant program the Reconstruction
Finance Corporation constructed and equipped various in-

dustrial facilities for use in war production and ui addition

procured and leased equipment and machinery for use in

privately owned plants. All facilities provided by the
Corporation were at the direction of governmental
agencies, and in approximately 70 percent of the cases the

sponsoring agency agreed to immediately reimburse the
Reconstruction Finance Corporation for a fixed percent-

age of the cost of facilities, and that at a subsequent date
it would reimburse the Corporation for the remainder of

the cost provided appropriations were made available for

that purpose. These were known as "take-out agree-

ments." On December 31, 1945, approximately $2,000,-

000,000 was due from sponsors under these take-out agree-
ments and negotiations are now in process to determine
the ultimate disposition of such agreements.
On June 30, 1945, the Corporation's investment in land,

plants, machineries, and facilities in the defense plant
program aggregated $6,763,489,000 which is expected to

be reduced to approximately $5,599,400,000 by June 30,

1946, and to $4,036,900,000 by June 30, 1947. This lat-

ter amount is exclusive of $673,786,000 which the Cor-
poration has invested in the synthetic rubber program.
It is estimated that with the exception of $641,100,000 of

plants which are not expected to be released by sponsoring
agencies by June 30, 1947, and $130,000,005 which will

gtill be under lease agreements as of that date, the remain-

ing property will have been declared surplus. (See

schedule C-4.)
During the fiscal year 1947, the major function of the

Corporation with respect to its plants program will be
the orderly liquidation of existing plants involving contract

termination, close-down and plant protection and main-
tenance, disposition of plants and equipment, and con-

tinued operation of certain plants under lease agreement.

The projected figures contained in the budget are

premised on the assumption that a montldy average of 100

plants or other facilities involving real estate wOl be de-

clared surplus during the last half of the fiscal year 1946

and the fij'st several months of the fiscal year 1947. Thus
it is anticipated that by November 1946 all such facilities,

with the exceptions hereinafter noted, wdl have been
declared surplus. Under existing arrangement with War
Assets Administration, responsibility for the protection

and maintenance of such facilities passes from the Recon-
struction Finance Corporation to the War Assets Admin-
istration on the first day of the second month following the

classification and assignment for disposal of a facility

declared surplus.

Completion of Existing Projects and Continuing
Capital Expenditures

Since VJ-day, work has been continued on a limited

number of projects because either (a) such work was
determined to be necessary to protect life or property,

(6) completion of the project was requested by the spon-

soring agency or the Office of War Mobilization and
Reconversion, or (c) the status of the project was such

that completion was determined to be in the interest of

the Government. Work wiU be continued during the last

half of the fiscal year 1946 on approximately 63 projects.

It is estimated that approximately $15,000,000, over and
above existing commitments, will be required prior to

the end of the fiscal year 1946 for the completion of these

projects. In addition, it is necessary to make contiiming

capital expenditures on certain completed projects in

order to replace worn-out equipment or otherwise to

maintain the value or earning power of the facilities.

It is predicted that, during the last half of the fiscal year

1946, continuing capital expenditures of $2,000,000 will

be required, and that such expenditures during the fiscal

year 1947 will amount to $2,000,000. It will be observed

that in the schedule supporting the statement of sources

and application of funds covering the plant program,

schedule A-3, appearing at the end of the textual material,

reflects charges of $24,000,000 to land, plant, machinery,

and facilities. Of this sum, $20,000,000 represents com-
mitments prior to July 1, 1946, and $2,000,000 covers con-

tract termination, as indicated in the following paragraph.

Orderly Disposition of Existing Plants

Contract termination.—As of December 31, 1945, ap-

proximately 4,700 contracts, with an aggregate price

value of approximately $179,000,000, remain to be settled.

The average amount of the claims which have been filed

under the remaining contracts is substantially liigher than
the average of the claims filed under contracts settled

prior to December 31, 1945. It is estimated that claims

of approximately $27,000,000 will be allowed in the settle-

ment of the 4,700 remaining contracts. However, ap-

proximately $10,000,000 of this amount has already been
advanced. It is anticipated that more than 90 percent

of the remaining contracts will be settled prior to the end
of the fiscal year 1946. Consequently, itisexpected that
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approximately $15,000,000 ($25,000,000 less $10,000,000
already advanced) will be required for such purpose
during the last half of the fiscal year 1946 and that approx-
imately $2,000,000 will be required during the fiscal

year 1947.

Close-doum.—As of December 31, 1945, 143 plants form-
erly under lease had been put m a closed-down condition.

It is presently estimated tha.t 100 leased plants, represent-

ing an investment of $526,000,000, will be closed down
between January 1 and June 30, 1946. It is also esti-

mated that 75 leased plants, representing an investment
of $394,500,000, will be closed down during the fiscal year
1947. The experience to date in connection with the
close-dowai of plants, indicates that the cost of close-

down is approximately 1 percent of the cost of a plant.

Consequently, it is expected that $5,260,000 will be re-

quired for close-down during the remainder of the fiscal

year 1946 and $3,945,000 during the fiscal year 1947.

This expense is classified in the supplemental schedule as

expenses on nonunderwritten projects. In addition to the
foregoing, certain operated plants will be closed down dur-
ing the fiscal year 1947 at an estimated cost of $1,800,000,
classified as shut-down and curtailment expenses on form-
erly operated plants and parts of plants.

PLANT PROTECTION AND MAINTENANCE

It is presently estimated that an average of 100 plants,

representing an investment of $526,000,000, will be main-
tained during the last half of the fiscal year 1946. It is

also estimated that an average of 46 plants, representing
an investment of $241,960,000, will be maintained during
the fiscal year 1947. Experience to date indicates that
the average annual cost of protecting and maintaining a
plant is approximately 1 percent of the cost of the plant.

Consequently, it is anticipated that $3,000,000 will be re-

quired for plant protection and maintenance during the
remainder of the fiscal year 1946 and that $2,420,000
will be required during the fiscal year 1947. This expense
is also classified imder expenses on nonunderwritten
projects.

Pla7it clearance.—As of December 31, 1945, facilities

costing $295,000,000 (not including original freight and
installation cost) had been removed from privately owned
plants under plant clearance programs. It is presently
anticipated that facilities costing $300,000,000 will be re-

moved during the last half of the fiscal year 1946 and that
on July 1, 1946, facihties costing $165,000,000 will remaui
to be removed during the fiscal year 1947. Experience to

date indicates that the cost of removal from privately
owned plants is approximately 5 percent of the original

cost of the facilities. Therefore, the cost of removing
facilities from privately owned plants will amount to ap-
proximately $15,000,000 during the last half of the fiscal

year 1946 'and $8,000,000 during the fiscal year 1947.
However, $10,000,000 of the $15,000,000 required for 1946
has already been committed. When the plant clearance
program is completed during the fiscal year 1947, facihties

costing a total of $760,000,000 will have been removed
from privately owned plants. It should be noted that
this figure does not include the cost of facilities located in

privately owned plants which have been, or will be, sold
to lessees in possession.

It is estimated that facilities costing $600,000,000 (not
including original freight and installation cost) will be

removed from KFC-owned plants during the last half of
the fiscal vear 1946. It is expected that during the fiscal

year 1947' facilities costing $400,000,000 will be removed.
Experience to date indicates the cost of removing facilities

from RFC-owned plants amounts to approximately 4 per-
cent of the original cost of the facilities. Therefore, the
cost of removing facilities from RFC-owned plants will

amount to $24,000,000 during the last half of the fiscal

year 1946 and $16,000,000 during the fiscal year 1947.
Cost of plant clearance is classified as expenses on non-
undervy-ritten projects. Expenses in connection with close-

down of plants, protection and maintenance, and plant
clearance are therefore expected to aggregate $35,878,000
during the fiscal year 1947. (See schedule A-3.)

Continued operation of plants.—It is presently antici-

pated that the Reconstruction Finance Corporation under
this program will retain approximately 50 plants thi-ough-

out the fiscal year 1947. These facilities will be retained
either (a) because the lease or operating agreements
covering them remain in effect by then terms, or (b) be-
cause the sponsoring agencies—the War and Navy De-
partments—have recjuested that such facilities be retained
in order that they may be ac(iuired as a part of the
permanent military and naval establishments. The loss

from such operations during the fiscal year 1947 is esti-

mated at $2,400,000.

MISCELLANEOUS COSTS

This budget submission contains a contingency provi-
sion of $7,600,000 for the fiscal year 1947 covering esti-

mated expenditures for claims, suits, etc., $2,500,000 of

which are now pending.

EXPENSE FOR CONVERSION AND RECOVERY OF SILVER
LOANED BY THE UNITED STATES TREASURY FOR INDUS-
TRIAL USE

Dm-ing 1942 and 1943, the Reconstruction Finance
Corporation borrowed silver valued at approximately
$337,000,000 from the United States Treasury to be used
for industrial purposes in place of copper as a conductor of

electricity. The Reconstruction Finance Corporation is

now in the position of having to convert this silver back to

its original form and return it to the United States Treas-
ury. Tills will involve removal of the silver, under guard,
from industrial plants, conversion into original form, and
removal from point of conversion, under guard, to the
Treasury. This will, of course, involve some melt loss.

Total cost to perform this requirement is estimated at

$3,000,000, $1,000,000 of which will be incurred during
the fiscal year 1946 and $2,000,000 during the fiscal year
1947.

It is estimated that receipts of $400,700,000 will be re-

ceived from this program during the fiscal year 1947. Of
this amount $362,000,000 will be received from the War
Assets Administration representing $351,300,000 of pro-

ceeds from sales of surplus property and $10,700,000 of

rentals of leased plants. The balance of the total receipts

will consist of proceeds from sales of property by the

Corporation to lessees in possession of $35,500,000 and
rentals from leases entered into by the Corporation of

$3,200,000. (See schedule A-3.)
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Steategic Supplies Program

The Reconstruction Finance Corporation is now carry-

ing on all functions which were previously assigned to the
Defense Supplies Corporation. That Corporation was
organized August 29, 1940, under section 5d (3) of the
Reconstruction Finance Corporation Act, as amended,
with power to buy, sell, produce, or otherwise deal in

strategic and critical materials, to acquire and dispose of

land, plants, machinery, equipment, and other facilities

required in the defense program, and to take such other
action as the President and the Federal Loan Admmis-
trator might deem necessary to expedite the national
defense program. The Corporation was dissolved on
July 1, 1945, under the provisions of Public Law 109,
Seventy-ninth Congress, approved June 30, 1945, and its

functions were merged into the Reconstruction Finance
Corporation.

All of the programs of the Defense Supplies Corporation
were initiated at the request and recommendation of

other governmental agencies and as those sponsoring
agencies have withdrawn their recommendations for con-
tinuation of the activities, the Reconstruction Finance
Corporation has acted promptly to terminate all contracts
and agreements in such programs and cease further activ-

ities other than work necessary to liquidation. There
are, however, a number of programs for wliich recom-
mendations have been received and authorizations have
been granted by the Office of War Mobilization and
Reconversion to continue present activities through, or

in some cases beyond, June 30, 1946. Assuming that no
continuation is authorized beyond that date as to pro-
grams now limited to June 30, 1946, it will require at
least 6 months to liquidate the programs with existing

persoimel, and funds will be required for several months
to meet commitments made prior to that date. As indi-

cated above there are other programs which will continue
into or throughout the fiscal year 1947. Certain long-
term contracts were made during the war which, by their

nature, require continuation until expiration or until

subsequent reviews can be made to determine if termina-
tion is in the best interest of the Government. Provision
has been made for the continuation of these throughout
the fiscal year 1947 unless they expire, by their terms,
during that period.

The following discussion covers those programs which
are expected to be of major consequence during the fiscal

year 1947, with further details as to their financial impli-
cations being set forth in schedules A-4 and B-la.

SUBSIDIES

Pursuant to directives of the Office of Economic
Stabilization, the Reconstruction Finance Corporation
makes payment of subsidies on the slaughter of cattle,

calves, and hogs, on flour, on coffee, and has previously
made such payments on butter. Subsidy payments on
butter have for the present been discontinued, and no
provision has been made in the budget for the payment of

subsidies on butter during the fiscal year 1947. The
budget for 1947 includes $1,000,000,000 'for the payment
of subsidies on flour and meat. In the event that an
increase in the parity price for flour and in wages should
occur, these amounts would be correspondingly affected.

Although petroleum compensatory adjustments, coal
transportation and stripper-well subsidies are not expected
to continue beyond June 30, 1946, substantial payments

and collections will be made on final claims presented
after that date. In connection with petroleum compensa-
tory adjustments, substantial receipts will be carried over
as deferred credits into fiscal year 1947, pending final

settlement of claims.

PROCUREMENT, STOCKPILING, AND SALE OF STRATEGIC AND
CRITICAL MATERIALS

During the war, the Defense Supplies Corporation
engaged in the purchase, storage, processing, and sale of
a wide variety of raw materials ancf manufactured articles

required for the successful prosecution of the war. All
such activities were undertaken at the request and recom-
mendation of various war agencies. After VJ-day the
sponsoring agencies recommended termination of further
activity in some of the programs and disposition of the
inventories on hand. Hence, completion of these pro-
grams will involve settlement of claims and supervision of
storage activities in the case of those commodities which
will not have been disposed of by June 30, 1946, either by
sale, salvage, or declaration as surplus.

Some commodities formerly handled by the Defense
Supplies Corporation continue to remain "critical."

Present indications from interested governmental agencies
are that if the Second War Powers Act and Price Control
Act are extended, those agencies will reconmiend that the
Director of War Mobilization and Reconversion request
continuation of public purchase of those commodities by
the Reconstruction Finance Corporation. The more sig-

nificant of these and the estimated expenditures for the
fiscal year 1947 are: (a) goatsldns, $56,000,000; (6) quinine
and cinchona products, $900,000; (c) hard fibers, $62,000,-

000; and ((/) molasses, $19,000,000.
In some instances long-term arrangements v/ere entered

into diuing the war. It is expected that some of these
will remain in effect dmiiig all or most of the fiscal year
1947. These include an agreement with Amtorg Trading
Corporation to cover the pm-chase of Russian materials,

in the amount of $5,000,000; the purchase of rotenone and
pyretluum with aggi-egate purchase costs of $3,000,000,
and the purchase of flax at an estimated cost of $700,000.
The Amtorg agreement and the flax pmchase agreement
both expii-e in September 1946, but the purchase of rote-

none and pyretlu'um is expected to continue thi-oughout

the fiscal year 1947.

Under present arrangements it is planned that certain

stockpile materials will be liquidated by the Reconstruc-
tion Finance Corporation under direction of the Civilian

Production Administration, the Director of War Mobili-
zation and Reconversion, or other governmental agencies,

rather than by declaring them surplus. These include

alcohol, burlap, opium, jute, binder twine and rope, jewel
bearings, and kapok. No further purchases are expected,
but the budget contains provisions for the estimated cost

of storage and handling, sales proceeds, and administra-
tive costs. Some of these commodities will be transferred

to the Treasury Department pursuant to the Surplus
Property Act of 1944 and, accordingly, no return for

these transfers is reflected in the budget. As a result, it

is expected the inventory will be reduced to $150,000 by
June 30, 1947, as compared to $109,899,000 1 year earlier.

However, legislation now under consideration by the

Congi'ess would provide for cancellation of notes held by
the Secretary of the Treasmy in an amount equal to the

materials transferred. (For details as to inventories see

schedtfle B-la.)
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Total purchases of commodities for the fiscal year 1947

are estimated at $152,502,000 as compared to $844,521,000
for 1946. Sales for 1947 are estimated at $182,539,000,
as compared to $939,116,000 for the fiscal year 1946.

Although aU purchases of aviation gasoline were ter-

minated immediately after VJ-day (except in those in-

stances where contractual obligations prevented doing
so), it is expected that a number of large settlements will

not be effected until the fiscal year 1947. Accordingly,

the budget contains a provision for approximately
$50,000,000 to cover payments which will be made under
contracts cancelled before expiration. These payments
will be for balances due to protect contractors from loss in

cost of construction and other termination expense as

provided by the agi'eements.

In connection with the purchase of several commodities
during the war, rail freight was paid on the basis of land-

grant rates where applicable, as determmed by the Recon-
struction Finance Corporation. Actions have been miti-

ated by several carriers for the recovery of the differences

between land-grant and commercial freight rates and it is

expected that substantial administrative effort may be
required to develop the basis for the defense of the action

previously taken. However, no provision has been made
in the budget for estimated additional operatmg costs to

the Governm.ent since it is felt that the deductions were
properly made.

DEVELOPMENT PROGRAMS

There was recently transferred to the Reconstruction
Finance Corporation from the U. S. Commercial Company
the agave, cinchona bark, and abaca plantations program
in Central America. In view of the short supply of these

commodities ond the fact that the Reconstruction Finance
Corporation has been dnected to contmue the Govern-
ment's efforts to obtain these commodities, it is assumed
that these development programs will be continued to the

extent of incurring the necessary expense to obtain max-
imum production from the plantations. Continuance of

the program has the added advantage of effecting sub-
stantial recovery of the Government's investment, a large

portion of which may be lost if the programs are abandoned
at this time. No new development work or extension of

the present plantations will be carried on. The m.ajor

project under development is that of abaca, which it is

estimated will necessitate expenditures of $5,725,000

durmg the fiscal year 1947 from which there will be
received 50,000,000 pounds of abaca valued at 10 cents

per pound, the net expenditure being $725,000.

SPECIAL AUDIT EXPENSE

In a large number of contracts made by the Defense
Supplies Corporation, provision was made for audit of

the records of the contractors, and final settlement is to

be made in the aluminum rivets, woodpulp subsidy, avia-

tion gasoline, carbon black, alcohol, jewel bearings, and
other programs. The budget contains estimates of final

payments and collections which will be made in the fiscal

year 1947, as the result of these audits, as well as esti-

mates of the fees to be paid to outside audit firms. It will

be necessary to establish a staff of examiners and clerical

assistants to expedite settlement of these contracts.

Strategic Metals and Minerals Program

Metals Reserve Company was created by the Recon-
struction Finance Corporation on June 28, 1940, pursuant

to authority contained in section 5d (3) of the Recon-
struction Finance Corporation Act as amended, to aid
the Government of the United States in its national
defense program. The Company was dissolved on July
1, 1945, under the provisions of I*uhlic Law 109, Seventy-
ninth Congress, approved June 30, 1945, and its functions
were merged into the Reconstruction Finance Corpora-
tion.

The purpose and objectives of this program are to
produce, acquire, carry, sell, or otherwise deal ui strategic
and critical metals and minerals, as defined by the Pres-
ident, necessary in connection with the national defense
program. Reserve stocks of such materials are being accu-
mulated when available supplies permit. In the acquisi-
tion of such materials and in the disposition thereof to
industry, the Reconstruction Fmance Corporation works
in cooperation with the priority and consumption pro-
grams of the Civilian Production Administration, the Office

of Price Administration and under directives from theOffice
of War Mobilization and Reconversion. This program
usually functions through (1) straight procurement con-
tracts, (2) operating agreements for ore treatment and
metal recovery, and (3) sales arrangements and other
methods of disposition. The prmcipal exception to the
foregoing is the premium price plan, covering excess
quota production of domestic copper, lead, and zinc,

carried out pursuant to the recommendation of Civilian

Production Administration (successor to War Production
Board) and the Office of Price Administration, whereunder
cash premiums are paid to producers of the materials in

question on their production in excess of their quotas as

established by these agencies. The following discussion

covers those programs which are expected to be of major
consequence during the fiscal year 1947, with further

details as to their fuiancial implications being set forth in

schedules A-5 and B-lb.

procurement and disposal

The President's letter of August 9, 1945, to the Chair-

man of the War Production Board, requested expansion of

production of materials ui short supply for military and
civilian demands and the maintenance of inventory con-

trols to avoid an unbalanced distribution. Since then,

the Reconstruction Finance Corporation has, pursuant to

Civilian Production Administration and Office of War
Mobilization and Reconversion directives, continued the

procurement of certain materials in short supply which are

principally tin and tin ores and concentrates, copper, lead,

and antimony. Public Law 328, approved March 21,

1946, requires the Reconstruction Fmance Corporation

to continue the purchase of tm ores and concentrates

without limitation to insure the continued operation of the

Texas City tin smelter.

The procm-ement program is based on the assumption

that du-ecting agencies will request the Reconstruction

Finance Corporation to continue pm-chases m line with

present indications and that enabUiig subsidy legislation

will be effected. The program is limited to the com-

modities specified, on the assumption that there will be

no legislation or dii'ectives requiring the procurement of

additional commodities or larger quantities of the pro-

jected commodities.

The sales of material will be made for the purpose of

fulfilling civilian deficiencies as determined by Civilian

Production Administration. This will involve the nego-

tiation and administration of contracts covering all sales
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transactions. The balance of the material will be declared
surplus to the War Assets Coi-poration and will be avail-

able for transfer to the Treasury Department for perma-
nent stockpiling, under the provisions of the present
Surplus Property Act. The budget program does not
include provision for reimbursing the Corporation for this

transfer although legislation under consideration by the
Congress would provide for cancellation of the Recon-
struction Finance Corporation's notes held by the Secre-
tary of the Treasiuy in the amount transferred. Trans-
fers for permanent stockpiling involves preparation for
shipping (resampling, reanalyzing, reweighing, repack-
aging, and remarking) and transportation to the stockpile,

charges for all of which will be paid for by the Reconstiuc-
tion Finance Corporation and recorded as a part of the
cost of the materials declared surplus. Unloading and
handling charges at the permanent stockpile are for the
account of the Ti'easuiy Department and no provision is

made in this budget for these latter charges. Some of the
material to be shipped to permanent stockpile wUl require
beneficiation in order to meet the present specifications

established by the Ai-my and Navy Munitions Board; it

is anticipated that some of this beneficiation will not be
accomplished before the fiscal year 1948, and the related
material is reflected in the statement of financial condition
at June 30, 1947, as being in inventory.

Purchases during the fiscal year 1947 will approximate
$314,983,000 which is approximately one-half the amount
during the previous fiscal year. Sales likewise will de-
crease from about $480,459,000 in fiscal year 1946 to

$290,579,000 in 1947. In addition, it is contemplated
that materials having a value of $347,000,000 wOl, as
previously indicated, be transferred to the Ti-easury
Department. This will leave an estimated inventory of

$145,000,000. Details with respect to the principal metals
and minerals purchases and sales are shown in schedule
B-lb.

TREATMENT AND PROCESSING

It is necessary to treat certain materials acquired before
they will be available for either civilian use, or as previously
mentioned, for permanent stockpile. It is anticipated
that the principal materials requiring treatment will be
nickel ore, zinc-lead concentrates, tin ore, zinc ore, and
tungsten. This processing will be delayed until such time
as facilities are not required for materials immediately
needed for normal civilian consumption.

DIRECT SUBSIDY PROGRAM

Assuming that Public Law 88 will be extended by Con-
gress to permit the continuance of direct subsidies on
copper, lead, and zinc tlrrough the fiscal year 1947, $88,-
000,000 will be required for their payment which is the
same as that contemplated for the fiscal year 1946. In
addition, however, the budget includes provision for
pa3'ment of an additional $18,000,000 of claims in 1947
applicable to the prior vear. The total disbursements
will amount to $100,034,000. Although during the fiscal

year 1946 and previous years, Public Law 88, and other
authorizations, permitted direct subsidies in comiection
with antimony, ferro-chromium, steel scrap, scrap de-
tinning, and zinc smelting operations, it is assumed
that these programs will not be requested and authorized
by directing agencies for fiscal year 1947 and no provision,
therefore, is being made for continuance of, or expendi-
tures, for such programs.

Payment of duty on imports is based on the assumption
that this will be required during the fiscal year 1947 and
no importation will be effected free of duty pursuant to
Executive Order 9177. Duty has, therefore, been com-
puted on estimated purchases during the year on the
basis of 4 cents per pound on copper, % cent on zinc, and
1/10 cents on lead and antimonal lead. This results in an
increase in the purchase price of $25,500,000.

Rubber Program

The Reconstruction Finance Corporation now performs
the functions previously handled by the Rubber Reserve
Company. The Rubber Reserve Company was created
by the Reconstruction Finance Corporation on June 28,
1940, pursuant to authority contained in section 5d (3)
of the Reconstruction Finance Corporation Act, as
amended. The Company was dissolved on July 1, 1945,
under the provisions of Public Law 109, Seventy-ninth
Congress, approved June 30, 1945.
The original function of the Rubber Reserve Company

was to purchase and stockpile natural rubber. After
outbreak of the war m the Far East and the consequent
loss of major sources of natural rubber, the predominant
functions of the Rubber Reserve Company were to operate
the Government's synthetic rubber program and to dis-

tribute to consumers the available supplies of both syn-
thetic and natural rubber. The function of procuring
natural rubber from foreign sources was subsequently
transferred to the Rubber Development Corporation.
The various activities of the Rubber Reserve Company
were initiated at the request of other responsible govern-
mental agencies. All contractual and operating arrange-
ments within the scope of recommendations by these
agencies were the independent responsibility of Rubber
Reserve Company.
The budget estimates for the fiscal year 1947 are based

upon the assumption that (1) the Government will con-
tinue in its present role of owner and operator of the
synthetic rubber plants, and (2) that due to the short
supply of natural rubber, the Reconstruction Finance
Corporation will continue to exercise the function of dis-

tributing to consumers in the United States all available
synthetic and natural rubber.
The following discussion covers the respective rubber

programs which it is expected will be handled by the
Reconstruction Finance Corporation during the fiscal year
1947. (For details of the financial requu'ements for the
rubber program see schedule A-6.)

SYNTHETIC RUBBER

Informed opinion indicates that production of natural
rubber in the Far East, where primary sources for this

commodity are located, will not reach prewar levels during
1947. Consequently, it is assumed that the rubber in-

dustry of the United States will be required to place
primary dependence dui'uig the period upon the use of
synthetic rubber. Because of the direct economic rela-

tionship and interchangeable uses of synthetic and natural
rubber, it is also assumed that distribution of synthetic
rubber will be effected through present Government
channels at fixed prices, as will be required in the case
of natural rubber.

Consideration of the synthetic program requires review
of the development of that program which was initiated

as early as August 1940. After review of the then known
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processes for production of synthetic rubber, the President,

in May 1941, authorized a program for construction of

plants with an annual capacity of 40,000 tons. Immedi-
ately following Pearl Harbor, the program was amplified

by the Rubber Reserve Company to 400,000 tons annually,

and after the fall of Singapore, and loss of the Far East as

a source of natural rubber, the program was increased

successively, during the first half of 1942, to a total capac-

ity of 833,000 tons. A total of 51 plants have been
designed, constructed, and placed in operation to produce
synthetic rubber, butadiene, styrene, and other materials

essential to the manufacture of synthetic rubber. The
total cost of these plants will approximate $666,000,000,

as of June 30, 1946.

In appraising budgetary requirements of the Recon-
struction Finance Corporation for the fiscal year 1947, it

is necessary to recognize that the following factors relating

to its synthetic rubber program are undetermined at the

present time: (1) total requirements for rubber during
fiscal year 1947; (2) total quantity of natural rubber
available; (3) consequent production requirements for

synthetic rubber; (4) costs of raw materials and labor

required in the synthetic program.
Based on present information, it is assumed that diiring

the fiscal year 1947 production of 732,000 tons of synthetic

rubber will be required to supplement the anticipated sup-

ply of natural rubber. It is estimated that the cost of such
production wdl approximate $320,269,000. Based upon
these requirements for synthetic rubber during the fiscal

year 1947, it is expected that 37 plants with a cost approx-
imating $506,000,000 wUl be in operation. Six plants cost-

ing $142,000,000 will be maintained in stand-by condition

during the year and 8 plants, costing approximately

$16,000,000, have been or will be declared surplus. Dur-
ing the fiscal year 1945, 859,000 tons of synthetic rubber
were produced at a cost of $495,234,000, and it is estimated
that production for the fiscal year 1946 will total 714,000
tons at a cost of $381,968,000.
During the fiscal year 1947 it is contemplated that

732,000 tons of rubber will be produced at an average cost

of 16.9 cents per pound, exclusive of depreciation. For
cost purposes, all plants in the projected program for 1947
are depreciated at 8 percent per annum, or $43,196,000,
which represents an added cost per pound on all rubber
produced of 2.6 cents, resulting in a total average of 19.5

cents per pound.
The sales of synthetic rubber are based upon fixed prices

established by the Office of Price Administration and it is

estimated that sales prices for all types of synthetic rubber
included in the estimated 732,000 tons which will also be
sold during the period will average 18.87 cents per pound.
Sale at this average price results in a net profit per pound
before provision for depreciation of 1.97 cents per pound.
Including provision for depreciation on the basis indicated

above, at 2.6 cents per pound, wUl result in an estimated
average loss of 0.63 cent per pound on all synthetic rubber
produced and sold during the fiscal year 1947.

Expenses of maintaining plants in a stand-by status,

which did not exist during the fiscal year 1945, are esti-

mated at $800,000 during the fiscal year 1946 and
$2,000,000 during the fiscal year 1947. The increase in

expenditures for this purpose reflects the result of main-
taining an increasmg number of plants in stand-by con-
dition available for use in event of such emergencies as

increased synthetic rubber requirements, or break-down
of operating plant. Liquidated damages on cancelled
contracts, the cost of shutting down plants, and the cost

of dismantling plants aggregated approximately $931,000

in the fiscal year 1945, and are estimated for the fiscal

years 1946 and 1947 at approximately $2,021,000 and
$9,000,000, respectively. The increase in expenditures
for this purpose is based upon the expected cancellation
of contracts arising from transfer of plants from operation
mto a stand-by or siu'plus status.

During the fiscal years 1946 and 1947, respectivelv, it is

estimated that approxim.ately $8,797,000 and $20,000,000
will be required to substitute and add improved machinery
to the plants to be maintained in operation during these
periods. These expenditures represent an effort to secure
more economical production of synthetic rubber and to
take advantage of mechanically improved and more
permanent equipment as it becomes avaUable. Expendi-
ture for this purpose anticipates, in part, the replacement
of machinery now in operation having book value, before
depreciation, of $5,000,000 and $12,500,000, respectively.

In disposition of the latter equipment, it is anticipated
that the Corporation wUl be required to assume losses of

approximately 75 percent of book value. In the respec-
tive periods these losses are estimated at $3,750,000 and
$9,375,000.
During the fiscal year 1947, it has also been estimated

that the Corporation will receive income of approximately
$615,000 representing the difference between actual
expenses incurred for freight and the standard rates

under which all deliveries to ultimate consumers are made.
In fiscal years 1945 and 1946, similar income amounted to

$1,066,000 and $700,000.
Storage and handling expenses approximated $707,000

in the fiscal year 1945 and are estimated at $966,000 and
$600,000, respectively, for 1946 and 1947. Both the

freight income and the storage and handling expenses for

the fiscal year 1947 reflect the downward trend in produc-
tion and distribution of synthetic rubber during the
period.

CRUDE RUBBER

Estimates relating to the crude rubber activities of the
Reconstruction Finance Corporation during the fiscal year
1947 are based upon the assumption that the Corporation
will continue to purchase all crude rubber imported into

the United States from foreign sources, as well as to allo-

cate crude rubber to consumers. Due to the short world
supply of natural rubber and the consequent necessity for

its allocation among consuming nations, all procurement
of this commodity must be on a government-to-govern-
ment basis. As a consequence, it is therefore assumed
that the present system of distribution through Govern-
ment channels at fixed prices will continue through the
fiscal year 1947.

It is expected that the Corporation's purchases of

natural rubber during the fiscal year 1947 will approxi-
mate 495,000 tons and that the necessity for maintaining
strategic stockpiles of crude rubber will require that of the
total purchased, approximately 100,000 tons will be stock-

piled and not made available for distribution to con-

sumers. As a result, the Corporation's crude rubber
inventory which is estimated to be 165,000 tons at June
30, 1946, will be increased during the fiscal year 1947 to

approximately 265,000 tons. It is assumed that the

balance of tonnage estimated to be imported during the
fiscal year 1947, namely 395,000 tons, will be sold to

consumers at a loss of approximately $25,839,000 which is

attributable to the difference between OPA ceiling prices

on natural rubber fixed for United States distribution pur-
poses and the purchase prices paid to Rubber Develop-
ment Corporation, the importing agency. Such purchase
prices are based upon prices established in various inter-
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national agreements under which that Corporation oper-

ates. All such losses originate with rubber obtained from
various Latin-American countries under agreements made
during the war period, which agreements fixed prices for

long-term periods extending usually to June 30, 1947, and
were essential to maximum production during the critical

war period.

It is anticipated that the loss estimated for the fiscal

year 1947 will be approved by the Congress under pro-

visions of pendmg subsidy legislation. It should be noted

that the Corporation, efi^ective on VJ-day, no longer

receives, as an offset to such losses, the premium of 17}^

cents per pound formerly permitted under OPA regula-

tions on the sale of rubber destined for use under war
contracts.

As a result of the stockpiling program outlmed above
and the substantially mcrcased volume of imports, it is

anticipated that storage and handling charges during the

fiscal year 1947 will amount to $4,522,000 and will approxi-

mately double the expenditm'e estimated for this purpose

for tlie fiscal year 1946. As in the case of synthetic

rubber it is estimated that the Corporation will receive

income of $900,000 during 1947 which represents the

excess of freight collections over freight expenses relating

to crude rubber.

SCRAP RUBBER PROGRAM

During the fiscal year 1947 it is not anticipated that

there will be any substantial activity in connection with
the scrap rubber program, since such activities have been
confined to orderly liquidation subsequent to January 1,

1944. While no estimates of expenditure in this connec-

tion have been reflected for the fiscal year 1947, it is

possible that the last remnants of the program may, in

fact, carry over into the first few months of 1947. The
present inventory of scrap rubber, which has a book
value of approximately $8,344,000, has been thoroughly
culled and the existing residue largely represents material

which has no processing value and which consequently is

impossible to sell. A vigorous program towards scrappmg
the inventory in preference to accumulating excessive

storage and handling costs is now in effect. For the

period 1946, it has been estimated that an expenditure of

approximately $750,000 will be required for storage and
handling of the present stockpile. It has been further

estimated that, to dispose of this stockpile and to make
arrangements for removal of the inventory from present

storage yards, it will requh-e expenditm-e by the Corpora-
tion of roughly $750,000.

OPERATING RESULTS
As indicated on the statement of income and expense

(exhibit B), programs carried on by the Corporation will

result in net losses for each of the fiscal years 1945, 1946,

and 1947 as follows:
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increased to $11,332,458,000 by the end of the fiscal year
1945 from a slightly lesser figure at the end of 1944 and
are estimated to contract to $9,383,982,000 by June 30,
1946, and to $7,957,767,000 by June 30, 1947. The
principal cause of this contraction is the anticipated dis-

posal of property acquired and held in connection with
the war programs. 85 percent to 96 percent of the
Corporation's assets as of the ends of the fiscal years
1944-47 consist of four items, namely, land, plants,

machinery, and equipment; loans receivable, investments
in securities other than those of subsidiaries; and com-
modities held for resale or stockpiling. Liabilities consist
principally of notes payable to the United States Treasury
and deferred and undistributed credits.

LAND, PLANTS, FACILITIES, MACHINERY, AND EQUIPMENT

The amount shown in this account, which constitutes
substantially more than half of the Corporation's total
assets, consists of a wide variety of land, plants, machinery,
equipment, and sundry facihties acquired in connection
with the war effort, mostly under the defense plants
program. (See exhibit C.) The property account shows
an estimated reduction from $6,774,118,000 at June 30,
1945, to $6,305,868,000 at the end of 1946 and $4,748,-
400,000 by the end of 1947, largely as a result of sales of
surplus. Of the amount remaining at the end of 1947,
$4,036,900,000 is owned under the defense plants program
of which it is estimated that $3,265,800,000 will have been
declared surplus and the balance retained at the request
of the sponsoring agency or operated imder lease agree-
ments (schedule C-4).
The increase in property held under the strategic sup-

plies program from $972,000 at the end of 1945 to $15,211,-
000 at the end of 1947 reflects the acquisition of certain
cinchona and abaca properties from a subsidiary, U. S.

Commercial Company. Similarly, plants and equipment
shown under the rubber program as of the close of June
30, 1946, and 1947 in the amounts of $666,286,000 and
$673,786,000, respectively, reflect the transfer of rubber
plants previously carried under the defense plants pro-
gram. Plants and equipment held under the strategic
metals and minerals program are mining equipment and
installations, and the Smaller War Plants Corporation
property appearmg in 1946 for the first time in the amount
of $14,000,000 represents machinery and equipment under
lease acquired by the Corporation when it assumed the
assets and liabilities of the Smaller War Plants Corpora-
tion on January 27, 1946. This property will be decWed
surplus as the leases expire.

LOANS EECEIVABLE

Exhibit C indicates that the Corporation's outstanding
loans receivable declined from $1,911,021,000 as of the end
of 1944 to $1,504,648,000 by the end of 1945, and is

expected to increase to $1,534,707,000 by June 30, 1946,
and to $1,750,733,000 by June 30, 1947. In addition to
loans outstanding, it is estimated that as of June 30, 1947,
the Corporation will have undisbursed loan commitments
of $1,045,675,000 as compared to $1,065,294,000 at the
end of the fiscal year 1946 and $824,917,000 at the end of
1945. As indicated on schedule C-2, the loans receivable
outstanding were made to many types of borrowers, in-
cluding industrial organizations, other Government agen-
cies. States and Territories, financial institutions, agricul-
tm-al organizations, and for national defense.
Almost every category of loan made by the Corporation

requires special consideration in determining whether any

certain loan or loans within a given category should or
can be classified as delinquent. The primary considera-
tion in such cases is whether there is reasonable possibility

that the creditor can ultimately pay the obligation, and,
if so, whether the loan should be renewed, extended, or
supplemental credit granted, if needed. In view of this,

the Corporation does not make the orthodox classification

of its loans as to current and delinquent loans.

For a complete discussion of the Corporation's current

loan policies, see loan and mvestment program section.

INVESTMENTS IN SECURITIES

This account contains the Coi-poration's investments
in the securities of issuers other than subsidiaries. Invest-
ments Ln secmities show an estimated continued decline

from $694,308,000 at June 30, 1944, to $339,900,000 by the
end of the fiscal year 1947. As shown in schedule C-3,
two types of securities corstitute the major part of the
year-end balances shown in this account, namely, pre-
ferred stocks, capital notes, and debentures of banks and
trust companies and the capital stocks of other Govern-
ment agencies. The holdings of preferred stocks and
notes of banks are estimated to declme from $316,398,000
as of June 30, 1944, to $168,194,000 by June 30, 1947.

Investments in the capital stocks of other Government
agencies are also expected to be progressivelv reduced
each vear from $298,741,000 at the close of 1944 to

$122,651,000 by the end of 1947. Investments in public
debt obligations of the United States Treasury and in

Tennessee Valley Authority securities are also expected
to be reduced by nearly one-half over the same period.

COMMODITIES HELD FOR RESALE OR STOCK PILING

The commodities shown in this account were acquired
under the rubber program, strategic supplies program, and
the strategic metals and minerals program. Details as

to the types of commodities owned are shown in schedules

B-la, B-lb, and B-lc and the Corporation's plans with
respect to their ultimate disposition or retention are dealt

with under the headings of the respective programs. In
aggregate, the balances shown in the commodities accounts
decreased in 1945 from $1,006,121,000 at the beginning of

the year to $722,628,000 at the close of the year. It is

estimated that they will be increased in 1946 to

$729,332,000 and will decline to $321,363,000 by the end
of 1947 (exhibit C), largely as a result of transfers of com-
modities carried at $470,000,000 to the Treasury De-
partment.

However, reductions, other than transfers to the

Treasury Department will occur only in the inventories

of strategic supplies, which will decline each year from

$327,337,000 at the end of 1944 to $150,000 at June

30, 1947. The Corporation's inventories of rubber will

be increased each year from $79,513,000 at June 30, 1944,

to $176,292,000 at June 30, 1947. Reference to schedule

B-lc will disclose that this results from a process of

building up the inventory of crude natural rubber, reduc-

ing the synthetic rubber inventory in a lesser proportion,

and writing off the scrap rubber inventory of $8,344,000.

While the Corporation's inventories of strategic metals

and minerals decreased from $599,271,000 at June 30,

1944, to $396,053,000 at the end of 1945, it is anticipated

that these commodities will decrease to $144,921,000 by
the end of 1947. This results chiefly from transfers of

commodities to the Treasmy Department.
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OTHER ASSETS

Advances to contractors and operating agents represents

funds advanced by the Corporation to its contractors and
agents for purposes in furtherance of the programs imder
which such advances were made, such as the construction

of plants, the purchase of machinery, or to provide work-
ing capital. Such advances aggregated $667,048,000 at

June 30, 1945, but arc expected to be reduced to $51,279,-

000 by the end of the fiscal year 1947.

Investments in subsidiaries represent the book value of

the Corporation's investments in The RFC Mortgage
Company, Federal National Mortgage Association, U. S.

Commercial Company, Rubber Development Corpora-
tion, and War Damage Corporation, less payables to these

companies. The account shows an estimated reduction

from $304,213,000 at the end of the year 1944 to $212,418,-

000 at the end of 1947, largely as a result of a decrease in

notes receivable of $185,500,000 less an increase in invest-

ments in capital stock of $71,000,000 wliich will be pur-

chased from the War Damage Corporation in 1946 and
1947. The reasons for the purchases of additional capital

stock of the War Damage Corporation are explained in

the budget of that Corporation.
Supplemental schedule C-5 reflects a break-down by

programs of deferred and undistributed debits. The
amounts shown therein represent expenditures which
could not be allocated as of the date of the report, pending
receipt of information from the field, or debits which
could not be reflected as expenses as they represent

specific project costs to be accumulated until the plants

to which they apply are disposed of. This is done in

order that the total loss of the Corporation on each plant

can be determined for the purpose of settlement with the

Army or Navy under take-out agreements in which they
agreed to protect the Reconstruction Finance Corporation
against loss. The balance in this account is expected to

decrease from $169,508,000 at June 30, 1945, to $27,412,000

by June 30, 1947.

Notes Payable to the United States Treasury

The Corporation borrows funds from the United States

Treasury to finance its various activities. Notes payable
outstanding representing such advances by the Treasury
amounted to $8,592,487,000 as of June 30, 1944, which
will increase to $11,254,476,000 by June 30, 1947, as a
result of financing the programs set forth in exhibit A.

NET EXCESS OF ASSETS OVER LIABILITIES TRANSFERRED
FROM SMALLER WAR PLANTS CORPORATION

As of January 27, 1946, the Corporation acquired
certain of the assets and liabilities of the Smaller War
Plants Corporation. The balance in this account repre-

sents the excess of these assets over the liabilities in-

creased by income received from the assets and reduced
by the administrative expenses and other applicable

charges. (See exhibit B-1 and section of this statement
captioned Servicing the assets and liabilities of Smaller
War Plants Corporation.) The Smafler War Plants Cor-
poration expires on December 31, 1946, after which time
the Reconstruction Finance Corporation will be in a posi-

tion to effect settlement with the United States Treasury
for the portion of the Smaller War Plants Corporation
assets which have been converted into cash, less contingent
liabilities.

DEFERRED AND UNDISTRIBUTED CREDITS

A breakdown of this account by programs is reflected in

schedule C-6. The reason why these credits were not
cleared as of the date of the financial report is the same as

for Deferred and undistributed debits. It will be ob-

served that the major portion of this account represents

deferred credits in coiuiection with the defense plants

program and represent receipts which camiot be credited

to an income account since they must be accumulated
for the purpose of determining the net loss of the Corpora-
tion by projects for the pmpose of settlement with the

Ai-my and Navy, the sponsors of the plants involved.

GENERAL RESERVES

The reserve for losses in investments in and due from
subsidiaries shown at June 30, 1946, was established by
the Corporation against its investment in the U. S. Com-
mercial Company and Rubber Development Corporation.

It is expected that this reserve will be increased in 1947

to $241,498,000.
The reserve for amortization of owned plants shown in

1945 was set up in the amount of $226,072,000 on the

books of the Rubber Reserve Company before that Com-
pany was merged with the Reconstruction Finance Cor-
poration. This reserve was reversed after the merger and
a reserve for depreciation established.

The reserve for Disaster Loan Corporation assets

acquired in the amount of $538,000 represents the esti-

mated loss to be sustained in the liquidation of the assets

taken over by the Reconstruction Finance Corporation
from the Disaster Loan Corporation. This reserve will

be cleared when the assets to which it pertains have been
liquidated.

The Corporation also maintains a general contingency

reserve of $125,000,000 and a reserve for self-insurance

which will be reduced from $2,466,000 at the end of 1945

to $2,261,000 at the end of 1946.

CAPITAL STOCK AND OPERATING DEFICIT

The Corporation has outstanding $325,000,000 of

capital stock all of which is held by the United States

Treasury.
As a result of its over-all operations the Corporation

had an accumulated deficit as of June 30, 1944, of $768,-

236,000 wliich had increased by the end of the following

year to $1,689,814,000. It is estimated that the deficit

will further increase to $4,069,371,000 by June 30, 1946, and
to $6,572,775,000 by June 30, 1947. The deficits shown
at the end of these years are the result of losses arising

out of the Corporation's war activities less accumulated
earnings resulting from its loan activities. The accumu-
lated earned surplus from loan activities shows a constant

increase from $392,939,000 at June 30, 1944, to $501,-

312,000 estimated at June 30, 1947. The accumulated
j^ear-end deficits arising out of the war activities likewise

show a constant increase from $1,161,175,000 at the end

of 1944 to $7,074,087,000 estimated by the end of 1947.

The principal items resulting in the war activities losses

are the payment of subsidies and the disposal of defense

plant facilities.

An appropriation of funds by the Congress will even-

tually be necessary to eliminate this deficit or the Secretary

of the Treasury authorized to cancel an equivalent amount
of the Corporation's outstanding notes. It is recom-
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mended, however, that the matter of elimination of the
deficit be held in abeyance pending more accurate deter-
mination of the amount.

Borrowing Authority

The Corporation has from time to time been authorized
by Congress to borrow funds from the United States
Treasury for the purpose of financing its various activities.

This authority is of two types: General authority, which
permits the Corporation to borrow for general corporate
purposes up to a stated amount, and specific authority,
which authorizes borrowing for specified purposes. The
maxmium amount which may be borrowed for a specific

purpose is, in some cases, expressly stipulated in the
authority, while in others, borrowing authority is granted
in an unlimited amount to carry out the program or
purpose authorized.

Schedule C-1 shows the estimated position of the
Corporation as to borrowing authority at June 30, 1946,
and 1947. After provision is made for financing the
programs set forth on the statement of sources and ap-
plication of funds (exhibit A), it is estimated that the
Corporation's required borrowing authority will amount
to $14,800,000,000 at Jmie 30, 1947, as follows:

Notes payable to the United States Treasury
outstanding $11, 254, 000,000

Undisbursed firm loan commitments 1, 046, 000, 000
Contingencies:

Possible requirements in connection with
veterans' emergency housing program 1, 500, 000, 000

Possible additional financial requirements of
the Corporation and its subsidiaries 1, 000, 000, 000

Total 14, 800, 000, 000

Undisbursed loan commitments represent estimated
commitments in connection with its loan activities which
will not have been disbursed by June 30, 1947. The
$1,500,000,000 contingency represents the amount the
Corporation estimates it will be called upon to commit in
connection with subsidy payments for production of
building materials, to guarantee the market for building
materials and of prefabricated houses, and the purchase
of insured mortgages in the event that pending emergency
housing legislation is passed. The contingency of
$1,000,000,000 provides for the possible necessity of
having to carry out and finance certain indefinite commit-
ments related to the activities of the Corporation and its

subsidiaries.

By June 30, 1945, total general purpose borrowing au-
thority of $15,750,000,000 had been granted the Corpora-
tion, of which $1,659,665,562 had been cancelled, leaving
the borrowing authority for general purposes at $14,090,-
334,438. It is expected that this amount will remain un-
changed at June 30, 1947. It is estimated that by June
30, 1946, an aggi-egate of $4,839,000,000 specific authority
will have been gianted the Corporation, including as au-
thority the amount of notes issued pursuant to unlimited
specific authority. It is expected that during the fiscal

year 1947 this amount will be increased in the net amount
of $332,000,000 to $5,161,000,000 principally to allow for
additional loans to the Rural Electrification Administra-
tion and to the Secretary of Agriculture for rural rehabili-
tation and farm tenancy purposes. It is further estimated
that $1 ,880,000,000 of the specific authority will have been
cancelled by June 30, 1947, as compared to $1,782,000,000
at Jtme 30, 1946, leaving $3,281,000,000 outstanding.
Total general and specific borrowing authority outstand-
ing at June 30, 1947, will therefore amount to $17,371,-

334,438, or $2,571,334,438 in excess of the $14,800,000,000
required.

An item which, because of its transitory nature, has not
been considered in the foregoing discussion of borrowing
authority, is the cancellation of notes by the United
States Treasury representing the amount of funds ad-
vanced by the Corporation to the Regional Agricultural
Credit Corporations for administrative expenses. Sec-
tion 201b of the Emcrgencv Relief and Construction Act
of 1932 and section 33b of" the Farm Credit Act of 1937
authorize the Reconstruction Finance Corporation to
make funds available to the Regional Agricultural Credit
Corporations for administrative expenses, and the Secre-
tary of the Treasury is directed by an act, approved Febru-
ary 24, 1938, simultaneously to cancel notes of the Recon-
struction Finance Corporation held by the United States
Treasury to the extent of such advances. It is estimated
that funds amounting to $419,000 will be advanced to
the Regional Agricultural Credit Corporations in 1947,
as compared to $542,000 in 1946 and $500,000 in 1945, and
that a corresponding amount of the Reconstruction
Finance Corporation's notes will be cancelled.

ADMINISTRATIVE EXPENSES

The administrative expenses of the Reconstruction
Finance Corporation cover the five major programs which
have been discussed in the preceding sections. Detailed
information with respect to the administrative expenses
applicable to the programs is shown in schedule B-2.
For the fiscal year 1947 the administrative expenses are
estimated at $'32,525,368 as compared with $30,550,458
for the fiscal year 1946 and $23,020,377 for the fiscal year
1945. The increase during 1947, as compared with 1946,
reflects an expansion in the Corporation's lending opera-
tions including those transferred from the Smaller War
Plants Corporation, the liquidation of many war activi-

ties, and the continuation of certain of these activities

such as the synthetic rubber program which will continue
to be essential during the year. In the liquidation of
war activities the Corporation will be confronted with a
large number of extensive and complex audits and a con-
siderable amount of legal work, particularly with respect
to contract termination. Some of the factors bearing on
the administration of these programs are summarized
below.

Loan and General Activities

Administrative expenses during 1947 for this program
will be approximately 35 percent above those for 1946.
This is due to an expansion in the Corporation's field

organization resulting in part from the transfer of the
Smaller War Plants Corporation lending functions, and
an increase in the Corporation's lending activities together
with an e.xpanded loan service to veterans and small busi-
ness. In addition, provision of $300,000 has been made
to cover the audit to be performed by the General
Accounting Office.

Strategic Supplies Program

During the fiscal year 1947, administrative expenses for
this program will be approximately 18 percent greater
than in 1946 and is due primarily to the subsidy programs.
It is estimated that almost $3,000,000 or 63 percent of
the total expense applicable to this program is attributable
to the administration of subsidies. Provision is made for

an expansion in the field organization in order to permit
checking subsidy payments made to millers and slaugh-
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terers since investigations through February 1946 have
disclosed errors in claims filed of over $12,000,000 of which
$9,000,000 has been recovered. In addition, a small
amount of the increase is attributable to the transfer to

this program of certain functions formerly administered
by the U. S. Commercial Company.

Strategic Metals and Minerals Program

Administrative expenses applicable to this program dur-
ing the fiscal year 1947 will be approximately 8 percent
less than m 1946. This reflects the elimmation of a
number of public purchase programs. However, the
expenses will continue at a high level due to a continuation
of public purchase programs for certain critical materials,

the administration of stockpiles now held, the termination
of contracts and the preparation for the declaration of

materials as surplus. In addition, certain minerals and
metals will requii'c further processing before declai-ation

as surplus and transfer to the national stockpile of stra-

tegic and critical materials. A part of the latter work
will continue into the fiscal year 1948. Provision is also

made in 1947 to carry on certain activities formerly
administered by the U. S. Commercial Company.

Defense Plants Program

A decrease of 16 percent in the administrative expenses
applicable to this program as compared with 1946 is

reflected in the 1947 budget. The expenses of this pro-
gram will reach a peak by July 1, 1946, and will continue
at a high level during the first part of the fiscal year,

thereafter decreasing sharply for the remainder of the
period. The high level of expense reflects the completion
of the Corporation's records preparatory to surplus dec-
laration, the preparation of surplus property declarations,

contract termination, plant clearance, and the maintenance
of certain plants in stand-by status pending a final deter-

mination by the sponsoring agency. Dm-ing the period of

construction and operation a substantial portion of the
expenses incident to administering the plants were prop-
erly charged to construction or operation. With the
cessation of operations a substantial amount of these
become administrative expenses and must be assumed by
the Reconstruction Finance Corporation until such time
as the plant has been declared surplus.

Rubber Program

Administrative expenses applicable to this program will

continue during 1947 at approximately the same level as
in 1946. This reflects the production and distribution of

approximately the same tomiage of synthetic rubber in

1947 and in 1946 and the procurement and distribution of

a substantially larger tonnage of crude rubber.

Administration and Liquidation of Property Trans-
ferred From Smaller War Plants Corporation

In addition to the expenses specifically assigned to the
foregoing programs, the Reconstruction Finance Corpora-
tion has provided m the 1947 budget for $635,000 to be
spent in connection with the administration and liquida-
tion of loans and plants which were transferred to the
Reconstruction Finance Corporation on January 27, 1946.
The $635,000 will be deducted from the assets transferred
from the Corporation and is not reflected in the state-

ment of income and expenses of the Reconstruction
Finance Corporation. This does not cover any expenses
which will result from new loans made since these are pro-
vided for under the loan and general activities program of

the Reconstruction Finance Corporation.

LANGUAGE
Authorizing language covering the Reconstruction

Finance Corporation and its subsidiaries follows the nar-
ratives and financial statements of these corporations.
(See p. 173.)
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS
[Fiscal years ending June 30, 1945, 1946, and 1947)

1946, estimated 1947, estimated

FUNDS APPLIED

To loan and investment program (see schedule A-2)

To defense plant program (see scheduJo A-3) ...

To strategic supplies program (see schedule A-4)

To strategic metals and minerals program (see schedule A-5).

To rubber program (see schedule A-6)

To surplus property program -.

To expenditures for land, structures, and equipment to be used for general ad-

ministratire purposes
,

To operating expenses: i

Interest expense -

Administrative expenses (see schedule B-2)

Guarantee charges and other miscellaneous expenses

To retirement of outstanding notes held by U. S. Treasury

To increase (or decrease*) working capital (see schedule A-1).

Total funds applied..

FUNDS PROVIDED

By loan and investment program (see schedule A-2)

By defense plant program (see schedule .\-3)

By strategic supplies program (see schedule A-4)

By strategic metals and minerals program (see schedule A-5).

By rubber program (see schedule A-6)

By surplus property program

By proceeds from sale of land, structures, and equipment used for general admin-

istrative purposes -

By operating income (see exhibit B):

Interest and dividends _ _

Premiums—discounts, commitment fees, and participation charges earned,

etc..

By borrowings from U. S. Treasury..

Total funds provided

$676, 629, 82S

719, 340, 452

219, 561, 518

48, 518, 441

89, 284, 735

23,020,377

274, 629

441,934.349

366, 762. 327

26,123,875

19, 878, 382

91,957,203

6, 094, 308

$411,748,848

1, 074, 631, 413

367, 939, 879

42, 935, 426

$73, 678, 000

961, 029, 661

122, 891, 584

79, 615, 989

1, 663, 950, 239

40, 116, 093

112,679,741

955, 640. 000

70, 266, 048

101, 439, 380

30, 650, 468

1, 927, 155, 666

62, 413, 903

132, 188, 529

390, 391, 697

177, 375, 043

119,986,738

32, 625, 368

20,000

4, 348, 489, 938

475, 400, 000

18, 405, 632

424, 188, 487

•2, 163, 015

400, 700, 000

8, 383, 788

•58, 550, 964

6, 440, 619

66, 227, 687

941,867

916,841,004

118,127.060

57, 169, 644

1,261,439,463

62, 842, 730

1,320,000

4,157,113.749

1. 237, 215, 234

162, 631, 106

117,738,869

366, 973, 343

2, 064, 689

64. 162. 730

1.363,481,600

•Deduct.;

1 Excludes expenses which do not require funds during current year (see exhibit B).
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Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSES

[Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1947, estimated

Operating income:

Interest earncl on loans..

Interest and dividends earned on investments-

Sales, stratepic supplies program

Less cost of sales (see scliedule B-la)

$2, 757, 607, 227

2. 449, 888, 921

Gross profit, strategic supplies program.

Sales, strategic metals and minerals program..

Less cost of sales (see schedule B-lb)

578, 861, 730

626, 209, 440

Gross profit, strategic metals and minerals.

Sales, rubber proeram

Less cost ol sales (see schedule B-lc)

582, 693, 462

666, 435, 752

Gross profit, rubber program

Rental income, defense plant program.

Miscellaneous operating income

Total operating income..

Operating expenses:

Interest expense

Administrative expenses (see schedule B-2).

Other operating expenses (see schedule B-3):

Defense plant program.

Strategic supplies program

Strategic metals and minerals program...

Rubber program

Miscellaneous operating expense

89. 284. 736

23, 020, 377

51,977,022

53, 919, 641

247, 555

12, 217, 209

274,629

Total operating expense.

Net operating income!

Nonoperating income and expenses:*

Contract termination expense:

Defense plant program

Strategic supplies program

Strategic metals and minerals program.

Rubber program

Totals..

Loans and other receivables charged off

Subsidies (see schedule B-5) _

Loss on property sold as surplus less rentals from property declared surplus.

.

Loss on other property sold

Inventories charged off, including inventories lost by enemy action ,

Miscellaneous nonoperating income or expense*

*1, 167, 245

•9, 189

*666, 482

*931, 158

*2, 674, 074

*5, 774, 641

•840,966,766

•460, 829

•67, 389

*2, 488, 928

1,898,434

Net nonoperating income (or loss*)

.

Net loss before adjustment of valuation reserves _._

Adjustments of reserves:

Reserve for deferred income

Adjustment to reserve for amortization and depreciation, rubber program
Reserve /or valuation of investments in subsidiaries (U. S. Commercial Com-
pany and Rubber Development Corporation)

Net adjustment of valuation reserves..

Net loss for the year

$76, 645, 199

16, 047, 363

$39,410,948

16, 851, 740

1, 115, 754

I, 875, 295

I, 468. 545

1, 915, 048

', 722, 941

', 982, 883

16, 267, 710

66,073

22, 744, 135

*50, 259, 942

65, 100, 000

22, 590, 531

, 439, 380

I, 550, 468

143,1

25, e

294,130

1, 079, 129

348, 691

*2, 600, 000

•23,190,000

*300, 166

•2,020,967

•28,111.123

•37,751,635

188,814,141

437, 100, 000

•8,300,000

168, 187, 491

•6, 416, 296

1. 000, 000

i, 600, 241

;, 539, 254

, 330, 696

I, 578, 687

1, 379, 651

:, 379, 640

I, 774, 721

I. 985, 738

!, 525, 368

', 878, 000

., 005, 885

240,000

i, 121, 830

170,000

•1,800,000

•60, 000. 000

•760,000

•9,000,000

•61, 550, 000

•24, 098, 989

•1,117,077,296

•1,129,000,000

•2, 250, 000

•72, 476, 136

•10,957,960

$54, 611, 729

8, 331, 001

•41. 395, 081

171,400,000

76, 862, 802

RECAPITULATION

Net profit, Reconstruction Finance Corporation loan activities.

Net loss, war activities:

Reserve for deferred rental income on owned plants

Losses of subsidiaries (U. S. Commercial Company and Rubber Development
Corporation) .'

Other war activity losses

232,311,613

1, 972, 649, 705

9, 186, 276

2, 619, 633, 107

Total loss, war activities.

Net losa for the year
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Exhibit B—Continued

ANALYSIS OF EARNED SURPLUS

1945, actual 1946, estimated 1947, estimated

Balance at beginning of fiscal year.

Net income (or loss") for the year..

Add: Interest adjustment-.

Deduct: Donated surplus..

Balance at end of fiscal year..

•$768, 236, 141

•915, 150, 648

I, 458. 325

30, 627

•$1, 689, 814, 487

•2, 379, 556, 04S

•$4, 069, 370, 619

•2, 503, 404, 432

Exhibit B-1

COMPARATIVE STATEMENT OF INCOME AND EXPENSES APPLICABLE TO THE SERVICING OF ASSETS AND LIABILITIES

OF SMALLER WAR PLANTS CORPORATION

[For the period from Jan. 27, 1946, to Tune 30, 1946, and for the fiscal year ending June 30, 1947]

Fiscal year 1947, estimated

Operating income:

Interest earned on loans

Rentals on leased machinery..

$666, 078

600,000

$967, 716

150,000

Operating eipenses:

Administrative expenses

Plant clearance expense -

Loss on sale of machinery and equipment..

Loss on loans

Loss on accoimts and notes receivable

Loss on interest

1, 223, 421

400,000

1, 000, 000

635,000

200,000

600,000

2,500,000

100,000

85,324

Net income (or loss*) for the year.

RECONCILIATION OF NET WORTH ACCOUNT TITLED "NET EXCESS OF ASSETS OVER UABILITIES TRANSFERRED FROM SMALLER WAR PLANTS
CORPORATION" APPEARING IN COMPARATIVE STATEMENT OF FINANCIAL CONDITION OF RECONSTRUCTION FINANCE CORPORATION
(EXHIBIT C)

Smaller War Plants Corporation net worth Jan. 27, 1948.

Le^s: Net transfers to Department of Commerce:

Cash
Liabilities.-

Judgment charged to surplus.

Plus reversal of reserves:

Reserve for losses on loans

Reserve for losses on machinery and equipment, lessees.

Balance at beginning of period.

Net loss for period from above

Balance net worth end of period.

$4,046,621

606, 167
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

(As of June 30, 1944, 1945, 1946, and 1947J
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Exhibit G—Continued

COMPARATIVE STATEMENT OF FINANCIAL CONDITION—Continued

June 30, 1944, actual June 30, 1945, actual June 30, 1946, estimated June 30, 1947, estimated

LIABIUTIES AND BESERVES

Aeconnts payable - - ---

Accrued liabilities

Trust and deposit liabilities

Net excess of assets over liabilities trans-

ferred from Smaller War Plants Corpora-

tion (see exhibit B-1)

Notes payable: To U. S. Treasury

Deferred and undistributed credits (see

schedule C-6)

Other liabilities..

General reserres:

For contingencies

For self insurance

For losses in investments in and due from

subsidiaries— -

For Disaster Loan Corporation assets ac-

quired

For amortization of owned plants

For other reserves - -

Total liabilities and reserves.

CAPITAL

CapltalstockheldbyC.S. Treasury

Earned surplus (or deficit*)

:

Earned surplus arising out of loan activ-

ities
_.

-

Deficit arising out ofwar activities

$271,417,915

41,351,186

567, 346, 143

$492, 608, 578

45, 688, 904

365, 002, 807

1,948,878,671

22,775,863

2, 394, 069, 022

24,393,919

$67,823,863

56, 372, 238

197, 342, 579

2,356,774,226

24,663,328

$125, 000, 000

502, 753

$125, 000, 000

2,465,698

$125, 000, 000

2, 261, 205

232,311,613

637, 606

$125,000,000

2, 261, 205

241,497,889

637, 608

226,071,771

2, 024, 155

392,939,238

•1, 161, 175, 379

460, 491, 898

•2,150,306,386

476, 897, 168

:, 646, 267, 687

601,312,119

•7,074,087,070

Net deficit

Total capital and surplus.

$36, 063, 662

64, 752, 438

113,829,503

171,467.990

,254,476,390

,171,091,791

24, 563, 328

Schedule A-1

CHANGES IN WORKING CAPITAL

[Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated 1947, estimated

Current assets (increase or decrease'):

Cash

Accounts and notes receivable

Accrued interest and other assets

Advances to contractors and operating i

Manufacturing materials and supplies..

Deferred and undistributed debits

Other assets

Current liabilities (Increase' or decrease):

Accounts payable.--

Accured liabilities

Trust and deposit liabilities.

Deferred and undistributed credits

Other liabilities

Smaller War Plants Corporation, net...

'$12, 796, 875

142, 159, 895

•7, 970, 947

84,251,997

'•1, 435, 261

33, 853, 779

•68, 846, 371

•221, 190, 663

•4, 337, 718

201, 867, 721

•73, 671, 453

•1,618,056

$6, 414, 998

•327, 461, 152

8, 042, 953

•196,505,450

•3, 221, 093

•126,286,365

•28, 224, 122

424, 784, 715

•10, 683, 333

223, 514, 927

337, 651, 857

•169, 409

•130, 483, 483

$3,011,635

12, 756, 653

16, 620, 592

•18,026,301

•4,600,000

•12,668,405

•2, 650, 000

31, 760, 201

•8, 380, 20O

83,513,075

17, 482, 436

•182, 717

Increase in working capital.. 177, 375, 043
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Schedule A-2

SCHEDULE SUPPORTING STATEMENT OF SOURCES AND APPLICATION OF FUNDS

LOAN AND INVESTMENT PROGRAM

I Fiscal years ending June 30, 1945, 1946, and 1947]
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Schedule A-3

SCHEDULE SUPPORTING STATEMENT OF SOURCES AND APPLICATION OF FUNDS

DEFENSE PLANTS PROGRAM

IFiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated 1947, estimated

FUNDS APPLIED

To land, plants, machinery, and facilities program:

Purchase, construction, and acquisition... _ _

To plant clearance, plant protection and maintenance, and operation under lease agreements:

Expenses on nonunderwritten projects

Expense before depreciation of operation of plants and facilities_ _

Costs of cancellation of utility contracts -..

Shut-down and curtailment expenses on formerly operated plants or parts of plants

Expenditures on canceled nonunderwritten projects

Excess power, alumina, and miscellaneous costs

Expense for converting and recovery of silver loaned by U. S. Treasury for industrial use.

To research and development program: Experimental cargo plane, development of special

valves, testing of clay, etc.

Total funds applied 1 .._.

FUNDS PROVIDED

By land, plants, machinery, and facilities program:

By proceeds from sale or lease of property _

By recoveries under agreement with other Government agencies (not treated as sales or re-

duction of plant account)

By operations under lease agreements:

By operating income:

Rentals received on sold plants and facilities

Interest, other rents, and miscellaneous income

By rentals, etc., under agreements, treated as deferred income

By research and development program: By sale of equipment and materials-gross receipts

By mitfcellaneouB sources: By refunds from utility companies based on service furnished

Total funds provided -.

$648, 262, 651

3,503.692

18, 644, 718

709, 330



RECONSTRUCTION FINANCE CORPORATION 123

Schedule A-4

SCHEDULE SUPPORTING STATEMENT OP SOURCES AND APPLICATION OF FUNDS

STRATEGIC SUPPUES PHOGRAM

[Fiscal years ending June 30, 1945, 1946, and 1917]

1945, actual
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Schedule A-4— Continued

SCHEDULE SUPPOKTING STATEMENT OF SOURCES AND APPLICATION OF FUNDS—Continued
STRATEGIC SUPPUES PROGRAM—Continued

1946, estimated

FUNDS APPUED-Continued

To mlscellaneotis purpoBes—Continued

Other assets:

Diamond die manufacturing patent rights

Assets purchased under contract terminations

Total

Total funds applied. . - _

FUNDS PROVIDED

Bj purchase and sale of strategic and critical materials:

Sales.. - -

Reimbursement ot losses by other government agencies..

Less: Cost of sales.

Qross profit (or loss') on sales

Repayments of loans to suppliers for construction and expansion.

Alkylate plant

Gasoline plants...

Miscellaneous Income

Donation of commodities by public ._ ..

By sale of machinery, equipment, and supplies (book value)

.

Less: Loss on disposal

Net proceeds from sales.

Total -

By maintenance and operation of petroleam pipe lines:

Sales petroleum and byproducts

Less: Cost of sales

Oross profit (or loss*) on sales

By sale of machinery, equipment, and supplies at book value.

Total.

By mlaeelianeoas sources:

Loan programs:

By repayment of principal of loans to aid in liquidation of Axis control of

South American airlines

To rehabilitate New Foundland Railway

Whaling expedition _.. :.:

Army exchange service

Pentagon post restaurant

Total repayment

Electronic research supply agency sales.

Less: Cost of sales

Qross profit (or loss') on sales

By sale of piachinery, equipment, and supplies at book value.

By sale and return on leased and other assets:

Diamond die manufacturing plant under lease contract...

Assets sold under contract terminations at book value

Rio Grande Southern R. R. under lease contract

$37, 960

275, 360

Total

Total funds provided

189, 643, 871

8, 143, 859

360, 148

35, 720, 346

124,341

64,321

667, 318, 613

614, 805, 890

115, 324

300, 935

1,167

13, 968. 207

113, 750

744, 843

535, 857

$767, 619, 874

16, 881, 135

$182, 539, 254

74,027,167

2, 097, 687, 730

1, 934, 647, 176

784,401,009

822, 687, 010

125, 199

1, 200, 000

36, 080, 494

229, 639

30,627

10, 234, 456

1, 554, 685

618, 008

68,917

4,126

1,227

171,399,962

128, 027, 460

43, 372, 602

444, 848

195, 918

160,826

36,093

6,366

11.381

269,744

139, 304

71,983

43,297

256, 566, 421

258, 330, 696
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Schedule A-5

SCHEDULE SUPPORTING STATEMENT OF SOURCES AND APPLICATION OF FUNDS

STRATEGIC METALS AND MINEEAIS PROGRAM

(Fiscal years ending Jiine 30, 1945. 1946, and 1*47]

FUNDS APPUED

To increaBe or decrease* in inrentories:

Purchases ,

Storage, handling, etc., costs

Total-

Less: Cost of sales.

Net increase (or decrease*) in inventory...

To advance to contractors and dealers

To operating expenses:

General warehousing, insurance, etc., expenses.

Liquidated damages on canceled contract

To acquire mining properties, bnildings, macbineiy and equipment;.

Production and processing program;

To agents production and refining costs _

To direct subsidy programs:

To domestic copper, lead, and zinc premium subsidy

Zinc smelter subsidy,

Scrap detinning subsidy

Ferro chromiimi subsidy _

Antimony subsidy _

Steel scrap subsidy..

To research and development expenses

Total funds applied

FUNDS PROVIDED
By operating income or loss*:

Sales of strategic metals and minerals

Less: Cost of sales

Gross profit or loss* on sales. _

Add (or subtract*) depreciation on machinery and equipment.

By repayment of advances to contractors and dealers

By nonoperating income:

Miscellaneous income. ,

Items previously charged to profit and loss collected in connection with foreign assign-

ments to U. S. Commercial Company

By sales of machinery, eqaipment. and supplies:

Book value of items sold

Less loss on sales

Total_fands provided..

1945, actual

$351,095,308

24, 474, 277

375, 569, 585

626,209,440

223,637

566,482

•$250, 639, 855

332, 538, 286

790, 119

10, 163, 759

77, 206, 277

714, 161

34,813

133, 182

14, 481

678, 861, 730

626, 209, 440

*47, 347, 710

*2, 087, 285

1,017,488

3. 666, 905

7, 486, 518

56,047

78,101,919

23,918

•45, 260, 424

69, 269, 435

1946, estimated

$620, 969. 624

26, 705, 276

646.674,900

473. 915. 048

$172,759,852

117, 628, 475

294,130

300,166

694,296

3, 446, 808

69, 669, 548

394,824

6.500

35,000

85.000

29.700

480. 458, 545

473. 915, 048

6. 543. 497

665. 336

7, 208. 833

416,437,716

2,000,000

1,500,000

$314, 983, 192

30, 946, 733

345, 928, 925

350, 379, 651

240.000

750,000

106, 000, 000

34,000

290, 578, 687

360, 379, 651

*69, 800, 964

*500,000

3,000,000

Z 250, 000

990,000

1,880,000

*68,660,964
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Schedule A-6

SCHEDULE SUPPORTING STATEMENT OF SOURCES AND APPLICATION OF FUNDS
RUBBER PROGRAM

[Fiscal years ending June 30, 1945, 194G, and 1047]

FUNDS APPUED
To synthetic rubber program:

To increase (or decrease*) inventory:

Purchases

Sales at cost

To acquire and improTe plant and equipment..

To operating expenses:

Storage and handling

Liquidated damages

Stand-by expenses.

Total synthetic rubber program.

To crude rubber program:

To increase (or decrease*) inventory:

Purchases

Sales at cost

To operating expenses:

Storage and handling

Miscellaneous expenses (adjustment*).

Total crude rubber program..

To scrap rubber program;

To increase (or decrease*) inventory:

Purchases

Sales at cost

To acquire scrap yard machinery.

To operating expenses:

Storage and handlmg.

Liquidating expense

Total scrap rubber program.

To miscellaneous operating expenses..

Total funds applied.

FUNDS PROVIDED
By synthetic program:

By sale of robber:

Income from sales

War-order premiums..

Less: Cost of sales.

Qross profit (or loss*) on sales.

Add: Valuation adjustments

By sale of surplus property retirements..

Less: Loss on sale

By operating income:

Sales, freight, collections, and miscellaneous income.

Less: Sales freight expense

Total synthetic rubber program..

•Deduct.

194S, actual

$495, 233, 632

445, 169, 838

706, 974

931, 158

106, 293, 130

117,626,458

2, 866, 257

2,491

122, 814

3, 640, 456

•3, 617, 642

136. 702

6,278,896

1,200

368, 666, 419

110,941.439

469, 607, 858

445, 169, 838

24,438.020

A 228, 261

8,917,043

7,850,993

1946, estimated

$381, 968, 239

401,686,916

966, 184

2, 020, 957

800.000

*$19,718,677

8, 797, 358

172, 430, 495

125, 586, 165

749, 846

750,000

354, 863, 388

32, 686, 262

387, 639, 660

401,686,916

•14,147,266

46, 714, 960

6,000,000

3,750,000

6, 686, 076

6, 884, 116

31, 567, 694

1, 250, 000

701,961

$320, 268, 880

324, 934, 721

9, 000, 000

2, 000, 000

259, 000, 000

210, 840, 000

309,378,800

324,934,721

6,615,000

6,900,000

•$4, 665, 841

20, 000, 000

27,639,679

3, 126, 000

616,000
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Schedule A-6—Continued

SCHEDULE SUPPORTING STATEMENT OF SOURCES AND APPLICATION OF FUNDS—Continued

RUBBER PROGRAM—Continued

[Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated

FUNDS PROVIDED—Continued

B7 crude rubber program:

By sale of rubber:

Income from sales

War order premiums..

Less: Cost of sales..

By operating Income:

Sales, freight collections, and miscellaneous income..

Less: Sales and freight expense ,

Total crude rubber program..

By scrap rubber program:

By sale of rubber:

Income from sales.

.

Less: Cost of sales..

By sale of property

Less: Loss on sales.

Total scrap rubber program-

Total funds provided .

$77, 982, (

33, 042, (

$83, 130, 262

6, 741, 409

111,025,891

117,625,458

89, 871, 671

125, 686, 165

185, 000, 840

210, 840, 000

1, 702, 354

1, 375, 979

2, 400, 005

2,000,000

4.600,000

3,600,000

2, 059, 714

3,640.456

311,621

709, 802

217, 291

177. 291
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Schedule B-la

COMMODITIES HELD FOR RESALE OR STOCK PILING

STRATEGIC SUPPLIES PROGRAM

[Fiscal years endiog June 30, 1945, 1946, and 1947]

Commodity
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Schedule B-lb

COMMODITIES HELD FOR RESALE OR STOCK PILING

STRATEGIC METALS AND MINERALS PROGRAM
[Fiscal years ending June 30, 1946, 1946, and 1947]

Inventory
beginning of

year
Purchases

Adjustments,
increase,
decrease*

Total Cost of com-
modity sold

Proceeds from

Fiscal year 1945

Alliminum (primary)

Manganese ore

Nickel

Copper and copper ore

Chrome ore

Lead and lead ore

Tin and tin ore

Zinc and zinc ore

Tungsten ore..

Mica...

Mercury
Quartz

Diamonds
Other metals and minerals..

Total.

Fiscal Year 1946

Aluminum (primary)

Manganese ore...

Nickel

Copper and copper ore

Chrome ore

Lead and lead ore

Tin and tin ore

Zinc and zinc ore

Tungsten ore

Mica
Mercury

Quartz

Diamonds
Other metals and minerals..

Total

Fiscal year 1947

Aluminum (primary)

Manganese ore

Nickel

Copper and copper ore

Chrome ore

Lead and lead ore

Tin and tin ore....

Zinc and zinc ore

Tungsten ore

Mica
Mercury
Quartz.

Diamonds
Other metals and minerals..

Total.

1,798,000

), 925, 000

i, 597, 000

1,121,000

', 757, 000

',060,000

I, 764, 000

i, 343. 000

i, 173,000

1,665,000

1. 469, 000

,349,000

1,070,000

, 290, 000

$58, 752, 000

24,231,000

1,051,000

137,611,000

14, 352, 000

17,763,000

30,774,000

27,560,000

10, 134, 000

8, 903, 000

1,738,000

909,000

264,000

90, 121, 000

1, 835, 000

), 882, 000

1, 632, 000

), 520, 000

!. 402, 000

!, 332, 000

), 012, 000

), 499, 000

f, 496, 000

I, 795, 000

I, 620, 000

1, 863, 000

, 388, 000

1, 877, 000

1424,163,000

17, 190, 000

21, 628, 000

6, 586, 000

210, 500, 000

19, 347, OOO

55, 014, 000

119, 399, 000

93, 734, 000

18, 452, 000

22,025,000

2, 346, 000

5, 686, 000

515, 000

87, 645, 000

' 679, 966, 000

!, 026, 000

i, 585, 000

i, 243, 000

i, 996, 000

I, 214, 000

i, 873, 000

1, 965, 000

i, 776, 000

, 046, 000

', 376. 000

I, 965, 000

;, 467, 000

I, 710, 000

;, 340, 000

4, 100, 000

6, 308, 000

89, 310, 000

3, 835, 000

29, 794, 000

152. 683, 000

12, 328, 000

20, 383, 000

II, 681, 000

$98,000

•3, 290, 000

•1, 620, 000

•3,480,000

•3,341,000

•1, 656, 000

•8,995,000

210,000

237, 000

•1,716,000

•698,000

•198,000

•3,000

23, 279, 000

•1.171.000

•146,000

•100, 000

•200,000

•100,000

$122, 648, 000

77,866,000

6,028,000

228, 252, 000

38, 768, 000

43, 158, 000

124,543,000

94, 113, 000

55, 544, 000

20,753,000

11,609,000

12,060,000

12,331,000

174, 690, 000

1,022,263.000

74, 025, 000

67, 310, 000

8, 118, 000

217, 020, 000

46, 749, 000

63. 346, 000

149, 266, 000

153,233,000

45, 848. 000

31,820,000

12, 906, 000

15, 449. 000

11,903,000

188, 446, 000

62, 025, 000

50, 485, 000

11,651,000

155, 206, 000

34, 049, 000

35, 667, 000

203, 648, 000

98, 104, 000

67, 229, 000

27, 376, 000

12, 965, 000

14, 467, 000

10, 710, 000

191, 966, 000

965, 448, 000

$56, 835, 000

36, 882. 000

1. 532, 000

6, 520. 000

27,402,000

8, 332, 000

30,012,000

69, 499, 000

27. 496, 000

9,795,000

10, 620, 000

9,863,000

11,388,000

100,877,000

$65, 813, 000

41,984,000

4, 496, 000

221,732,000

11,366,000

34,826,000

94,531,000

34,614,000

28,048,000

10, 958, 000

889,000

2,197,000

943,000

73,813,000

396, 053, 000 626,210,000

62, 025, 000

46, 585, 000

5, 243, 000

65, 996, 000

30. 214, 000

5, 873, 000

50, 965, 000

85, 776, 000

37, 046, 000

27, 376, 000

12, 966, 000

14, 467, 000

10. 710, 000

146. 340, 000

12, 000, 000

10, 725, 000

2, 875, 000

151, 024, 000

16, 636, 000

57, 473, 000

98, 300, 000

67, 467, 000

8, 802, 000

4,444,000

982, 000

1,193,000

42, 105, 000

' 601, 681, 000

62, 025, 000

47, 199, 000

8, 139, 000

24,910,000

30, 423, 000

62, 408, 000

90, 457, 000

67, 229, 000

24. 644, 000

12, 965, 000

14, 467, 000

10, 710, 000

179, 692, 000

3, 286, 000

3, 412, 000

130, 296, 000

3, 626, 000

35, 667, 000

161, 240, 000

7, 647, 000

2, 832, 000

' 615, 008, 000

$51, 078, 000

43, 932, 000

3, 643, 000

214, 696, 000

10, 174, 000

30, 070, 000

84, 684, 000

31,462,000

26,870,000

9,702,000

1, 261, 000

2,864,000

966,000

67,570,000

678, 862, 000

10, 500, 000

12, 052, 000

2, 731, 000

142, 696, 000

16, 262, 000

64, 074. 000

87,501,000

73, 762, 000

8, 472, 000

5,788,000

687, 000

1, 234, 000

64, 800, 000

4,154,000

3, 284, 000

114,807,000

3, 589, 000

21. 959, 000

113, 469, 000

7, 185, 000

3, 998, 000

•$14, 735, 000

1,948,000

•953,000

•7, 036, 000

•1,192,000

•4,756,000

•9, 847, 000

•3,152,000

•1, 178, 000

•1, 256, 000

372,000

667,000

13,000

•6, 243, 000

•47,348,000

•1,600,000

1, 327, 000

•144,000

•8, 328, 000

•273, 000

6,601,000

•10,799,000

6, 305, 000

•330, 000

1,344,000

•395, 000

41,000

12, 696, 000

868,000

•128,000

•16,489,000

•37,000

•13,708,000

•37, 771, 000

•462,000

1,166,000

•Deduct.

1 Purchases include production and refining costs and storage and handling expense (see schedule A-5).

' Closing inventories include $123,290,000 at June 30, 1946, and $470,147,000 at June 30, 1947, representing cost of materials declared surplus to War Assets Administration
which will become available for transfer to Treasury Procurement for permanent stock pile. Determination of the nature and extent of reimbursement for such transfer has not yet

been made; pending that determination, the cost of stock-piled materials is carried in inventories since ownership is still vested in the Corporation.



130 THE BUDGET FOR FISCAL YEAR 1947—CORPORATION SUPPLEMENT

Schedule B-lc

COMMODITIES HELD FOR RESALE AND STOCK PILING

RUBBER PROGRAM

[Fiscal years ending June 30, 1945, 1946, and 1947]

1946, estimated

SYNTHETIC RUBBER PROGRAM
Purchases:

Research and development

Depreciation. __

Cost of manufacture.-- ---

Total purchases—

Inventory variation:

Inventory at beginning of year.

Inventory at end of year -

Cost of sales-.

CRUDE RUBBER PROGRAM
Purchases

Inventory variation:

Inventory at beginning of year

Inventory at end of year -_

Cost of sales-.

SCRAP RUBBER PROGRAM
Purchases

Adjustments (increase or decrease*)

Inventory variation:

Inventory at beginning of year

Inventory at end of year

$3, 831, 954

491. 401, 67S

$5, 484, 092

46. 184, 760

330. 299, 387

12,483.816

62, 547, 610

62, 647, 610

42, 828, 933

$7, 123, 200

43.195,600

269, 950, 080

42, 828, 933

38, 163, 092

54, 457, 189

43, 124, 861

11,332,328

43, 124. 861

89, 969, 191

89, 969, 191

138, 129, 191

48, 160, 000

210, 840, 000

12. 572. 148

9, 054. 606

9, 054, 606

8. 344. 126
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Schedule B-2

ADMINISTRATIVE EXPENSES

[Fiscal years ending June 30, 1945, 1946, and 19471

1945, actual 1947, estimated

Pereonar serTice:^, departmental:

Board of directors -.

Office of the secretary

Office of the treasurer

Agency division

Auditing division

Division of information.

Division of personnel

Examining division —
Office of the general counsel

Railroad division _,

Self-liquidating division

Statistical and economic division..

Miscellaneous section...

Office of the budget director

Office of defense plants

Office of defense supplies

Office of metals reserve

Office of rubber reserve

RFC Price Adjustment Board...

Total, departmental

Total, field

Total, professional services (fee basis).

Overtime

Total, personal services

Other administrative expenses-

Total, administrative expenses (cash basis).

MEMORANDA
Loan and general activities;

Man-years —
Salaries

Other expenses

Strategic supplies program:

Man-years

Salaries

Other expenses

Strategic metals program:

Man-years

Other expenses

Defense plants program;

Man-years

Salaries

Other expenses

Rubber program;

Man-years.

Salaries

Other expenses.

Total man-years

Total administrative expenses..

$98, 495

748. 902

1, 704, 984

61, 135

500, 967

6,793

95, 099

461, 908

932, 307

98, 495

487, 381

76. 419

37, 360

$121. 683

956, 529

2, 183, 035

80, 216

631, 567

38, 722

108, 115

512, 227

1, 393, 387

141, 720

615, 024

84,650

60,425

1, 944, 429

584, 178

568, 894

810, 037

241, 143

4, 054, 896

656, 004

744, 531

1, 112, 590

282, 478

$9, 458, 926

5, 062, 310

572, 446

2, 460, 680

17, 654, 302

6, 466, 016

656, 300

375, 234

24, 117, 932

6, 432. 526

$125, 758

964, 849

2, 102, 038

113,648

1, 029. 203

39, 141

128. 134

660, 999

1,450,532

131, 986

689, 321

58, 140

60, 425

75, 000

3, 560, 524

559. 318

686, 326

1, 050. 092

277. 360

$13, 662. 794

10,991,939

653, 058

25, 307, 791

7, 217, 577

5. 733. 703

2,341,935

3, 068, 920

1, 078, 271

1, 483. 678

462, 803

5, 205. 477

1, 735, 159

1, 490, 132

420, 293

6, 976, 694

2, 777, 441

2, 955, 704

978. 193

1, 525, 843

434. 017

10, 099, 412

2, 399, 148

1, 903, 979

500, 027

9, 270. 375

3, 964, 692

3, 601, 242

1, 140, 637

1, 380, 366

422, 556

8, 648. 800

1, 8S9, 200

1,816,700

490, 800
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Schedule B-2a

ADMINISTRATIVE EXPENSES CHARGEABLE TO "NET EXCESS OF ASSETS OVER LIABILITIES TRANSFERRED FROM
SMALLER WAR PLANTS CORPORATION"
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Schedule B-5

SUBSIDIES

[Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated 1947, estimated

Strategic supplies program:

Butter -

Coal ..-.

Flour -..

Livestock

Petroleum compensatory adjustment.

Less revenue received

$73, 176, 201

12.111,456

125,194.993

427, 786, 607

$233,561,771

155, 326, 939

$147, 430. 592

103, 236, 470

Stripper-well compensatory adjustments..

Other...

78, 324, 832

41,962.319

4, 313. 828

$34. 444. 098

12. 352, 331

208, 000, 000

684, 000. 000

44, 194, 122

68. 327. 729

67, 290, 289

$:00. 000

13.968,132

Total.

Strategic metals and minerals program:

Domestic copper, lead and ^ir.c

Zinc domestic pajments

Ferrochromium payments

OtlHT

714, 161

133. 182

i9. 655. 548

374, 222

35,000

140, 802

70. 205, 572

$3, 000, 000

'250,000.000

750. 000. 000

•13, 468, 132

20, 000, 000

1,511,427

Schedule C-1

POSITION OF CORPORATION WITH RESPECT TO BORROWING AUTHORITY
[As of June 30, 1946 and 1947)

As of June 30, 1946, estimated As of June 30, 1947, estimated

Outstanding notes payable at begiiming of year.

Borrowings during year. _

Retirements during year ___ _._

Outstanding notes payable at end of year

Commitments outstanding at end of year;

Loans to aid industry

To make loans to other Government agencies..

Loans to States, Territories, and public bodies..

Loans to foreign governments

Loans to aid home owners _

Loans to financial institutions...

Other loans (including national defense)

Total commitments outstanding

Provisions for emergencies and contingencies:

Probable financial requirements of RFC under pending veterans' emergency housing program

Possible additional financial requirements of operating programs including subsidiaries of RFC,

Required borrowing authority..

Less anthorized borrowing authority:

Authorized borrowing authority for general purposes

Estimated borrowing authority for limited and unlimited specific purposes

Total

Less estimated cancellation of notes pursuant to law.

Borrowing authority in excess ot requirements..

$1,261,500,000

390, 391, 697

395, 881, 894

436, 627, 000

41, 009, 880

35, 000, 000

1, 124, 038

155, 750, 854

1, 065. 293, 666

14,090,334,438

4, 839, 000, 000

18, 929, 334. 438

1,782,000.000

$1, 363, 000, 000

$9, 891, 000, 000

1, 363, 000, 000

11,254,000,000

592,600,000

441, 500, 000

10,100,000

1, 100, 000

800,000

1, 046, 000, 000

1,600,000,000

14, 090, 334, 438

5,161,000,000

19,261,334,438

1,880,000,000

17,371,334,438
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Schedule C-2

LOANS RECEIVABLE AND UNDISBURSED LOAN COMMITMENTS
[As of June 30, 1944, 1946, 1946, and 1947)
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Schedule C-3

INVESTMENTS IN SECURITIES (OTHER THAN IN SUBSIDIARIES)

[As of June 30, 1944, 1945, 1946, and 1947]

1944, actual 1945, actual 1946, estimated 1947, estimated

Preferred stock in Nicaro Nickel Co
Public debt obligations of the U. S. Treasury

Tennessee Valley Authority securities
,

Preferred stock, capital notes and debentures of banks and trust companies

Capital stock of other governmental agencies

Total - -

$1,099,362

71, 769, 200

6, 300, 000

316. 397, 987

298,741,000

$1,099,362

75, 052, 000

4. 300, 000

261,171,161

298, 509, 900

694, 307, 549 640, 132, 423

47, 955, 200

2, 000, 000

200, 844, 265

123,651,200

375,550,027

$1, 099, 362

47, 955, 200

168, 194, 265

122, 651, 200

Schedule C-i

LAND, PLANTS, FACILITIES, MACHINERY AND EQUIPMENT

DEFENSE PLANTS PROGRAM

[Fiscal years ending June 30, 1944, 1945, 1946, and 1947]

IndoBtrial classification of net disbursements pursuant (o agreements:

Aircraft and accessories .-.

Aluminum --- ---

Aviation gasoline

Chemicals -.-

Machine tools

Magnesium
Minerals _

Ordnance -

Radio and commimications

Ships and accessories -

Steel and pig iron -_. --- -..

Synthetic rubber -

Flying schools __.

Transportation _ ..-

Oil pipelines

Housing.-

Miscellaneous -- - ---

Total - --

Less: Net adjustment between industrial classification and values capitalized on books.

Land, plants, machinery, and facilities per balance sheet (exhibit C).

1944, actual

Number of

projects Amount
559 $2, 409, 059, 810

91 652,411,259

35 193, 384, 8%
134 80, 857, 680

137 129, 055, 336

46 393, 274, 421

63 155, 600, 717

81 241,747,899

132 58, 899, 788

72 134, 355, 553

183 873, 679, 375

105 632, 663, 265

62 40, 9%, 940

48 82, 498, 656

6 150,618,840

194 84, 604, 843

1,948 6,313.709,278

190, 060, 107

1945, actual

Number of
projects Amount
586 $2, 607, 182. 634

88 672, 103, 207

38 236, 226, 348

180 114,648,636

150 109, 438, 816

45 394, 227, 081

65 144, 459, 694

109 284, 236, 635

155 79, 725, 325

78 132, 416, 021

189 930, 145, 240

134 728, 993, 682

62 41, 467, 826

101 145, 273, 512

6 153, 370, 944

29 17,411,168

209 55, 030, 512

2, 224 6, 846, 357, 181

82, 867, 932

1946, estimated 1947, estimated

ESTIMATED STATUS OF LAND, PLANTS, FACILITIES. MACHINERY. AND EQUIPMENT

Declared surplus. _

Not released by sponsoring agency

Released by sponsoring agency:

Operating under lease agreements

Closed down, being maintained and protected..

Land, plants, machinery, and facilities (per balance sheet (exhibit C)

.

$3,121,800,000

641, 100, 000

1, 310, 500, 000

526, 000, 000

$3, 265, 800, 000

641, 100, 000

Note.—Practically all projects were in process of construction or in operation at June 30, 1944, and June 30, 1945, therefore, classification as above is not applicable at these dates:
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Schedule C-5

DEFERRED AND UNDISTRIBUTED DEBITS

[Fiscal years 1944, 1945, 1946, and 1947]

1944, actual 1946, estimated 1947, estimated

(1) Deferred charges, other property (expense Normandy Building).

Deferred charges, discount on sale of Public Works Administration securities

Deferred charges, salaries..

Deferred charges, funds advanced (Trustag)

Deferred charges, discount on sale of bonds (Trustag)

Deferred charges, to loans

Deferred charges, surplus war property

Deferred charges, care and preservation Public Works Administration securities..

Deferred charges, miscellaneous income ..-

Miscellaneous undistributed debits.

Unallocated disbursements, collateral purchased _

(2) Defense plant program

(3) Strategic supplies program..

(4) Strategic metals and minerals program..

(5) Rubber program..

Total..

$46,453

470, 496

1, 229, 769

785, 673

150

194,059

$43,013

470, 496

1,406,160

625, 327

150

83, 100

14, 796, 868

6, 282, 702

61, 376, 326

60, 669, 453

26, 368, 372

6,027,122

2, 317, 398

29, 840, 786

42,321,762

72, 837, 351

4, 765, 204

163, 450, 465 169, 507, 615

$80,023

2, 268, 825

1, 177, 500

2, 254. 665

18, 800, 000

1, 285, 715

14, 113, 739

1, 685, 500

2, 254, 666

18,800,000

174, 099

2,139,033

Schedule C-6

DEFERRED AND UNDISTRIBUTED CREDITS

[Fiscal years 1944, 1945, 1946, and 1947]

1944, actual 1946, estimated 1947, estimated

(1) Deferred^ net profit from use of capital facihties of merged war affiliates

Undistributed credits, re: Loans to foreign governments

Deferred credits, interest accrued

Deferred credits, interest and premium Public Works Administration program.

Deferred credits, other'property.

Unallocated receipts

Other imallocated credits

(2) Defense plant program i...

(3) Strategic supplies program

(4) Strategic metals and minerals program

(5) Rubber program

Total.

$16, 610, 692

8. 062, 878

37, 648, 841

$16, 346, 103

7, 549, 027

40, 092, 521

9, 658, 466

333, 547

, 609, 430, 736

159, 401, 761

70, 569, 595

37, 162, 155

16,149,493

90,419

2, 007, 914, 816

124, 973, 925

163. 948, 925

18, 004, 693

2, 394, 069. 922

;190, 000, 000

14, 692, 864

7. 613, 368

41, 719, 678

28, 362. 881

2, 060, 400, 000

12. 021, 997

1,963,440

$190, 000, 000

14, 692, 864

7, 595, 368

43, 172, 678

105, 030

16, 585, 786

12. 690, 065

1, 886, 700, 000

550,000

' See deferred and undistributed credits, financial section of narrative.



FEDERAL NATIONAL MORTGAGE ASSOCIATION

Creation and Purpose

Federal National Mortgage Association was organized

in April 1938 under title III of the National Housing
Act, as amended, for the purpose of assisting in establish-

ing a market for first mortgages insured under the pro-

visions of title II of the National Housing Act, as amended,
covering properties upon which are located newly con-

structed houses or housing projects; to facilitate the con-

struction and financing of economically somid rental

housing projects to be operated at a moderate scale of

rentals, and to make available to individual and institu-

tional investors bonds issued by the Association pursuant
to the provisions of section 302 of title III of the National
Housing Act, as amended, and the regidations of the

Federal Housing Commissioner. The Association pur-

chases mortgages insured under sections 203 and 207 of

the National Housing Act. Purchases under section 203
are limited to mortgages insured subsequent to January
1, 1937, covering homes built subsequent to Januarj"- 1,

1936. The Association has made periodic sales of mort-
gages to originating mortgagees.
The affairs of the Association are managed by a board

of directors who are appointed by the board of directors

of the Reconstruction Finance Corporation.

Financial Organization

Federal National Mortgage Association was organized

with a paid-in capital of $10,000,000 and a surplus of

$1,000,000 which was subscribed for and purchased by
the Reconstruction Finance Corporation. Such addi-,.

tional funds as were required by its programs were ob-

tained through the sale of bonds which it issued, and by
borrowings from the Reconstruction Finance Corporation.

The provisions of the National Housing Act authorized

the Association to borrow an amount not to exceed at

any one time (1) 20 times the amount of its paid-up
capital and surplus, and (2) the current unpaid principal

of mortgages held by it and insured under the provisions

of title II of the Act, plus the amount of its cash and the

amortized value of its investment in bonds issued or

guaranteed by the United States. All bonds sold have
been redeemed and on June 30, 1945, there were none
outstanding. (See statement of condition following

textual material—exhibit C.)

Analysis of Budget Program by Major Activities

In appraising the budgetary requisements of the Associ-

ation for the fiscal year 1947, consideration must be given

to the prevailing acute shortage of moderately priced

homes resulting in a substantial building program as soon
as labor and materials become available. Mortgages
covering new homes wliich are insured by Federal Housing
Administration will be eligible for sale to the Association

by originating mortgagees. The experience of the pre-

war years discloses that notwithstanding a heavy insti-

tutional investment interest in this type of mortgage, the

Association is called upon to purchase a certain number
which are not absorbed by private purchasers. More-
over, the Association stands ready to support the second-
ary market if conditions require. On the basis of

these circumstances, it is estimated that the Federal
National Mortgage Association will be required to dis-

burse $20,020,000 during the fiscal year 1947 for the

purchase of Federal Housing Administration insured

mortgages while repayments are estimated at $1,665,000.

Just what effect the large-scale housing program re-

cently recommended by the President will have upon tht;

operations of the Federal National Mortgage Association,

if approving legislation is passed, is not known at this

time; hence, it is not felt desirable to give effect to the

program in this budget submission. For further com-
ment on this point see the borrowing authority section of

narrative statement covering the budget for the Recon-
struction Finance Corporation.

OPERATING results

Operations of the Association resulted in a net profit of

$2,072,000 for tlie fiscal year 1945. Estimated net profits

for the fiscal years 1946 and 1947 amount to $34,000 and
$197,000, respectively. The reduction in estimated net

income for the latter 2 years is caused by the contrac-

tion in the Association's investment in interest-bearing

mortgage loans from $59,527,000 at the beginning of the

fiscal year 1945 to $9,109,000 by the end of 1946 and $27,-

139,000 at the close of 1947. This will result in a drastic

decline in interest mcome as well as premiums normally

derived from sales of loans when the portfolio is larger.

Premiums on sales amounted to $1,347,000 in 1945, while

only $3,100 in premiums is expected to be reahzed in 1946

and none in 1947.

While the Association has no established dividend

policy, $1,000,000 of dividends was paid to Reconstruction

Finance Corporation during the fiscal year 1945, bringing

to $19,000,000 the total dividends paid since inception.

Financial Condition

Loan account.—On June 30, 1945, there were 2,819

insured mortgage loans outstanding, amounting to

$10,031,000. Of this number 144 or approximately

5 percent were in default. On June 30, 1944, there were
193 loans in default, representmg approximately 1.2 per-

cent of total loans outstandmg. As there were $38,412,000

of loans sold during the fiscal year 1945, and as investors

buy the soundest loans held by the Association, it was
almost inevitable that the ratio of loans delinquent to

total loans outstanding would increase, although the

number of loans in defaidt actually decreased. (See

schedule C-1.)
Notes payable.—It will be observed that the Association

paid off its notes payable to Reconstruction Finance
Corporation of $45,810,000 during the fiscal year 1945.

New borrowings from the Corporation in the net amount
of $12,500,000 are reflected in the budget for the fiscal

year 1947. (See exhibits A and C.)

Administrative Expenses

The personnel engaged in the handling of the Associa-

tion's business are employees of the Reconstruction

Finance Corporation. The Association does not have an
organization of its own. The Reconstruction Finance
Corporation is reimbursed for such services. Administra-

tive expenses for the fiscal year 1945 amounted to

$466,465. Based upon the volume of business anticipated

and reflected in this budget, it is estimated that admin-
istrative expenses will amount to $325,000 for the fiscal

year 1946 and $350,000 for 1947. (See statement of

income and expense, exhibit B, and schedule B-1.)

Language

Language covering this Association is included with that

of the Reconstruction Finance Corporation. (Seep. 173.)
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Exhibit A
COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 1945, 1946, and 1947]

1946, estimated 1947, estimated

FUNDS APPLIED

To purchase loans and make advances

To foreclosure expense and expense on acquired security..

To operating expenses (see exhibit B)

:

Interest expense _ _

Administrative expenses

Other operating expenses

To repay borrowings from Reconstruction Finance Corporation.

To pay dividends to Reconstruction Finance Corporation

To increase (or decrease*) working capital and deferred items

Total fands applied-

FUNDS PROVIDED

By repayment of loans and advances..

By sales of loans—book value

By sales of acquired security

Add: Profit on sale

By operating income (see exhibit B) :

Interest on loans _ _.

Interest on investments

Premiums on sales of loans, etc

Other operating income

By nonoperating Income {see exhibit B): Miscellaneous gains (net)..

By sale of furniture and fixtures at book value

By proceeds of debentures redeemed by FHA.
By borrowings from Reconstruction Finance Corporation

Total fands provided..

$662, 045

466, 465

322, 416

l,4.'i0,926

46,883,193

1,000,000

4, 884, 356

64, 337, 912

11, 184, 283

38,411,876

39,850

2,105

2, 163, 721

18, 227

1,347,217

3, 619, 986

1,117

25, 868

79, 250

1,073,677

$2,619,612

1,090

$325, 000

69, 530

3, 212. 767

211,422

13,996

1,332

394, 456

17, 086

$20, 020. 000

20,000

$160, 000

360,000

138, 200

172, 300

1,600

828,639

18, 760

638,200

5C0, 000

30,000

13, 000, 000

Exhibit B
COMPARATIVE STATEMENT OF INCOME AND EXPENSES

[Fiscal years ending June 30, 1945. 1946, and 1947]
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[As of June 30, 1944, 1945, 1946, and 1947]
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Schedule A-1

CHANGES IN WORKING CAPITAL AND DEFERRED ITEMS
[Fiscal years ending June 30. 1945, 1946. and 1947]

1945, actual 1946, estimated 1947, estimated

Carrenl assets (increase or decrease*)

:

Accrued interest receivable:

On loans

On investments

Accounts receivable:

Due from (_Iovernment agencies _ -

Due from others

Cash:

With Reconstruction Finance Corporation. -,.

Prepaid service charges^

Current liabilities (increase* or decrease):

Accrued liabilities:

Accrued interest on notes payable to Reconstruction Finance Corporation..

Accrued servicing tees payable to servicing institutions

Accounts payable:

Due Reconstruction Finance Corporation for reimbursable ejpense

Due others -

Trust and deposit liabilities:

Deposits for taxes, insurance, etc - - -

Commitment fees

Prepayments of interest by mortgagors

Unapplied credits

Increase in working capital..

Decrease in vroriiing capital.

•$175, 033

•1,256

3, 262, 997

•1, 106

564, 689

28,571

48, 891

•14,048

7,163

2,903

•$5, 089

300

•1,097

500

926, 921

'38

$55. 468

682

15,896

4,869

5, 144, 849

•27,000

•7, 546

Schedule B-1

ADMINISTRATIVE EXPENSES
[Fiscal years ending June 30, 1945, 1946, and 1947]

Personal services
Departmental;

Board of directors -.i.^.-..-^^.^ _..-..-.^-... ------

Office of the secretary --.,-

Office of the treasurer---:"-- --

-Vgency division— - --

Auditing division

Division of information

Division of personnel

Examining division - -.

Office of general counsel

Miscellaneous -

Total departmental.-- --

Total field- -

Professional services (fee basis) __ - -

Overtime pay - -

Total persona! services

Other administrative eipenses

Total administrative expenses

Memoranda
Total man-years

$777

5,400

77,799

10, 073

6,249

107. 835

109, 869

2, 796

40. 108

260, 60S

205, 867

$8, 952

62, 521

1,931

10,851

5,518

96, 275

92, 819

2,600

3,652

195, 146

129, 864

1947, estimated

$10,000

62,000

2,000

10,000

6,000

105,000

105,000

3,000

213,000

137, 000

Schedule C-1

STATUS OF LOANS RECEIVABLE
[As of June 30, 1944, and 1946)



RUBBER DEVELOPMENT CORPORATION

Creation aijd Purpose

Rubber Development Corporation is chartered under
the laws of the State of Delaware and commenced oper-

ations on February 23, 1943, with approval of the Presi-

dent, and at the suggestion of the Rubber Director, who by
terms of Executive Order 7246, dated September 17,

1942, had been made administratively responsible for the

Nation's rubber program. The afi'au's of the Corporation
are supervised by a board of dhectors appomted
by the board of dhectors of the Reconstruction Finance
Corporation and includes a representative of the Depart-
ment of State. By direction of the Rubber Director,

dated February 5, 1943, the Rubber Development Cor-
poration was authorized to handle that part of the rubber
progiam pertaining to the acquisition and development of

natural rubber from sources outside the continental

United States. In commencing its operations, the Cor-
poration assumed certain functions of the Rubber Reserve
Company and of the Defense Supplies Corporation relating,

respectively, to rubber agreements consummated with
various foreign governments, and to aviation and con-

struction programs dhected toward facilitating rubber
production in the Amazon Valley of South America.
Under Executive Order 9361, dated"July 15, 1943, Rubber
Development Corporation was transferred from the

Reconstruction Finance Corporation to the Office of

Economic W^arfare, and subsequently under Executive
Order 9380, dated September 25, 1943, to the Foreign
Economic Administration. Pursuant to Executive Order
9630, dated September 27, 1945, the Corporation was
transferred to the Reconstruction Finance Corporation.

Continuance of the Corporation's functions as the sole

agency of the United States Government engaged in for-

eign pi'ocurement of natural rubber was confii-med by
the Civilian Production Administration mider date of

November 6, 1945.

Financial Organization

Rubber Development Corporation has an authorized

capital stock of $200,000, $100,000 of which has been
issued. This stock is owned by the Reconstruction
Finance Corporation. Activities of the Rubber Develop-
ment Corporation are financed through loans by the

Reconstruction Finance Corporation, as authorized by
section 5d (2) of the Reconstruction Finance Corporation
Act. On June 30, 1945, the balance of the Corporation's

notes payable to the Reconstruction Finance Corporation
approximated $77,000,000. A statement of the finan-

cial condition of the Rubber Development Corporation

is attached. (See exhibit C.)

Analysis op Budget Program

Determination of budgetary requirements of the Cor-

poration for the fiscal year 1947 is dependent upon the

world supply of natural rubber and upon continued desig-

nation of the Corporation as the sole agency for procure-

ment of natural rubber from foreign sources. The oper-

ating program of the Corporation is restricted to the pro-
curement of natural rubber and its budget program for

the fiscal year 1947 is predicated on the following assump-
tions:

1. That a shortage of natural rubber for civilian

pm-poses ^vill continue throughout the period.

2. That the United States Government will continue
to act throughout the period as sole buyer of natural
rubber imported into the United States and will use the

Corporation as its instrument for that purpose.
3. That the Corporation is obligated and authorized to

fulfill contracts undertaken with foreign governments and
concerns during the war.

4. That as a result of the increasing availability of

natural rubber from far eastern sources, the Corporation
need no longer foster foreign production or conservation
of rubber and may reduce its functions to the sole activity

of purchasing such rubber as becomes available under
existing foreign commitments, under allocations made by
the Combined Rubber Committee, or otherwise.

PURCHASES

Based on the foregoing assumption the Corporation
will purchase from all sources during the fiscal year 1947
approximately 495,000 long tons of natural rubber with
an invoice value of $259,000,000, which will be sold upon
importation to the Reconstruction Finance Corporation,

at invoice value. The volume of purchases anticipated

for the fiscal year 1947 substantially exceeds purchases
during the fiscal year 1945 which amounted to $115,-

664,000 for 142,000 tons, and purchases during 1946

which are estimated at $168,683,000 for 279,000 tons.

The expected acceleration in purchases is wholly attribut-

able to reopening of far eastern areas which were closed

to the United States as sources of rubber supply until

VJ-day.
During the fiscal year 1947, it is anticipated that direct

activities of the Corporation in British, Dutch, and French
areas in the Far East will be nommal and largely restricted

to the problems of inspecting and shipping rubber allocated

or offered to the United States. It is also expected that

direct activities of the Corporation m Latin America,

including administrative staff, merchandising functions,

aviation transportation, rubber technical and conservation

activities, and construction and other development
programs directed toward increasing wild rubber produc-

tion, will be liquidated. The single function of purchasing

rubber hi Latin America as required by existing inter-

national agreements will be performed prunarily by com-
mercial agents, aided in isolated instances by rubber in-

spectore designated by the Corporation. As a conse-

quence, operating expenses which in fiscal year 1945

amoimted to $18,610,000, and are estimated for fiscal

year 1946 at $15,010,000, will be reduced m fiscal year

1947 to $5,116,000. In the main, expenses in the fiscal

year 1947 will represent production premiums payable in

addition to invoice prices of rubber, and other expendi-

tures required of the Corporation imder existing contracts.
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MERCHANDISING SUPPLIES AND EQUIPMENT

Merchandising operations conducted by the Corpor-
ation as an aid to rubber production will also be largely

elimmated by the fiscal year 1947. Throughout the period

when natural rubber was urgently required for war pur-

poses, maintenance and increase of production necessi-

tated introduction of food, supplies and equipment into

remote areas at reasonable prices. Such activity was
necessary not only to maintain life in these areas but also

to preclude exorbitant prices which woidd have removed
labor's mcentive for producmg rubber. The re-occupation

of the world's major natural rubber sources in the Far
East has removed the necessity for fostering other foreign

production. As a residt, the Corporation is not expected
to be required to continue large scale merchandising oper-

ations in fiscal year 1947. Durmg the fiscal year 1945,

such operations were conducted at a profit of $1,189,000,

while it is estimated that they will show a loss durmg fiscal

year 1946 of shghtly over $4,177,000. The loss is due
primarily to curtailment of operations and consecjuent

sale price reductions required to clear inventories. It is

estimated that final disposition of foreign stocks will be
made durmg 1947 at a loss of approximately $250,000.

LOANS TO CONTRACTORS

Lendmg operations conducted by the Corporation will

also be eliminated during fiscal year 1947 except to the

extent of minor loan participations with foreign govern-
ments in conformity with obligations now outstanding.

As in the case of merchandising activities, loan operations,

were an essential feature of the program to increase rubber
production. Heavy and relatively long-term capital

investments required to undertake rubber production,

coupled with excessive risks and resultmg high interest

rates, represented a serious threat to complete exploitation

of potential rubber sources. To effect maximum pro-
duction, the Corporation therefore found it necessary to

assist in rubber financmg. Repayment of such loans was
expected to be effected from sales of rubber by producers.
Following VJ-day the need for such financing was removed.
However, at that time, the Corporation had a substantial
volume of loans, the majority of which had maturity
dates fixed at the terminal dates of respective international

agreements. With the curtailment of the Corporation's
operating staff in Latin America, outstanding loans are
being turned over to responsible agents for collection.

The termination of the Corporation's transportation,
merchandising, and technical programs will inevitably
operate to reduce production by borrowers. While the
Corporation's withdrawal from these activities will there-
fore tend to reduce rubber purchases required of the Cor-
poration, it will also seriously affect ultimate collection of

loans. The exact extent of these influences cannot be
reasonably forecast at the moment and for this reason no
collections are reflected in the financial statements. How-
ever, it is estimated that loan losses actually sustained
during fiscal year 1947 will aggregate $500,000. In this

connection, it should be noted that such losses in most
instances are chargeable against development commit-
ments for which the Corporation would otherwise be
obligated under international agreements. (For further
details see exhibits A and B.)

Operating Results

The program of the Corporation during the fiscal year
1945 resulted in a net loss of $16,129,000. For the fiscal

years 1946 and 1947, net losses are estimated, respectively,

at $20,414,000 and $5,916,000. These losses are ahnost
wholly due to operations in Latin America where the
Corporation was engaged in development of a wild rubber
industiy to meet the Nation's critical war requirements for

rubber. During the fiscal periods 1945, 1946, and 1947,
rubber imports from Latin American sources were or are

estimated at 38,000 tons, 38,500 tons and 28,000 tons,

respectively. As a resultr of losses estimated for fiscal

year 1946 and 1947, it is anticipated that the deficit of

the Corporation will increase from $35,745,000 at Jime
30, 1945, to $59,535,000 at June 30, 1947.

While the accumulated deficit is technically a loss

resultmg from operations, it should be noted that such
deficit in fact represents an additional cost of rubber
purchases. This additional cost has not been invoiced to

the Reconstruction Finance Corporation since that
organization is already forced by the Office of Price
Aclministration ceilings to absorb sale losses on all Latin
American rubber purchased, and could not expect to

recover such additional cost if it were invoiced. In
light of the latter fact, the accounting work required to

transfer the total cost of rubber, rather than merely its

invoice value has not been considered justified. As a

matter of information, it is estimated that the total cost

of rubber obtained from Latin America, including in-

voice values and provisions for the deficit and additional

losses anticipated in liquidation, will average less than 65
cents per pound over the entire period of the wild rubber
program to June 30, 1947.

Financial Condition

due from other governmental agencies

On June 30, 1945, there was due from other govern-
mental agencies $35,915,000 which prunarily represented
amounts due from the Rubber Reserve Company in

connection with rubber secured from Ceylon under
reciprocal aid arrangements with the British Govern-
ment. Payment by the Rubber Reserve Company was
being deferred at that date pending settlement by this

Corporation for such rubber with the lend-lease division

of the Foreign Economic Administration. The major
part of amounts due in connection with such transactions

has since been paid.

EQUIPMENT AND SUPPLIES

At June 30, 1945, the Corporation had for resale

$7,516,000 in merchandise inventories largely located in

foreign countries and consisting primarily of various

tappers' equipment, food, medicines, motor parts, and
material for use in the rubber program. These stock-

piles are now in process of being liquidated and it is

expected that the inventory will be nearly closed out

early in the fiscal year 1947. In view of the nature of

these supplies and the fact that they were originally

obtained in expectation of normal sales throughout the

period of agreements with Latin-American Governments,
it is anticipated that substantial losses will occur in

connection with their sale on a liquidating basis. No
provision now exists in the Corporation's financial state-

ments in the nature of a reserve against these losses since

they are reflected in the statement of income and expenses

when sustained.

ADVANCES FOR PROCUREMENT

At June 30, 1945, the Corporation had outstandmg
$2,938,000 representing advances in Latin-American
coimtries made to producers for the pui'pose of increasing
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rubber exports from those areas. Since records main-

tained in connection with these loans are in the respective

offices of the Corporation in Latin America, precise

information relating to the number of such loans and
their proportionate delinquency is not available. How-
ever, the major portion of the loans made by the Cor-

poration carried maturity dates coinciding with the

terminal dates of the respective international rubber
agreements and have not yet become due. For reasons

outlined above under the analysis-of-budget program,

experience in collection of those loans cannot be antici-

pated although losses will necessarily accrue as a result

of the Corporation's withdrawing from its present trans-

portation, construction, and technical activities. No
provision now exists in the Corporation's financial state-

ments for losses which may be expected in this connection

since they are reflected in the statement of income and
expenses when sustained.

INVESTMENTS IN CAPITAL STOCK

At June 30, 1945, the Corporation had invested in capi-

tal stocks of other companies approximately $3,001,000.

All but a minor portion of this total represented the

participation of the United States Government with the

Brazilian Government in the Banco de Credito da Bor-
racha, a Brazilian corporation engaged in rubber financing

and purchasing throughout the Brazilian portion of the

Amazon Valley. Immediate liquidation of the Corpora-
tion's interests in the Banco de Credito da Borracha is

not expected since the rubber agreement with Brazil does
not expire until June 30, 1947. The Corporation, mean-
time, will not be in a position to request liquidation of its

interest in the bank.

ADVANCES TO CONTRACTORS UNDER OPERATING
AGREEMENTS

At June 30, 1945, the Corporation had a balance of

$3,305,000 representing advances to nonprofit contractors

engaged on behalf of the Corporation ui fostering rubber
production, primarily in Central America, and in other-

wise performing activities to which the Corporation is

obligated under its agreements with those countries.

Such contractors sold food and supplies to rubber tappers
and producers, handled necessary construction activities,

made advances to rubber producers, and purchased all ex-

portable surpluses of rubber. As mentioned above, these

contractors operated on a nonprofit basis and were, in

fact, completely controlled by the Corporation. The
main purpose of the arrangement under which the con-
tractors operated was to eliminate the possibility of legal

entanglements in which the Corporation might have be-
come involved had it operated directly in these areas.

The accounts with each of the contractors involved have
been or are now in process of being liquidated in con-
formity with the Corporation's curtailment program, and
it is expected that current balances will therefore be
translated into assets or expenses on the Corporation's
books.

OPERATING PLANT AND EQUIPMENT

At June 30, 1945, the Corporation owned $10,275,000
of capital property and equipment used in further-

ance of the Corporation's rubber program. Primarily
this property consisted of major marine units operating
under lessees in the Amazon Valley, as well as airplanes

and spare parts and miscellaneous construction and other

transport equipment, required in the Corporation's pro-

gram. Approximately $5,000,000 of this equipment
will be maintained in operation under lease agree-

ments which do not expire until the end of the fiscal year
1947. Another $1,000,000 of the equipment, primarily

airplanes and parts, is being declared surplus and trans-

ferred to the foreign liquidation commissioner for sale.

No recovery in connection with such surplus equipment
has been estimated in the budget submission for fiscal

year 1947. The balance of the equipment has been or

will be disposed of within the rubber program during fiscal

year 1946 in conformity with the Corporation's curtail-

ment program. Such equipment has been subjected to

heavy usage under jungle conditions for three years or

more, during which period no depreciation has been
taken. It is therefore expected that disposition of equip-

ment cannot be made for full book values. No provision

now exists in the Corporation's financial statement for

losses which may be realized in this comiection since

they are reflected in the statement of income and expenses

when sustained.

NOTES PAYABLE TO THE RECONSTRUCTION FINANCE
CORPORATION

On June 30, 1945, the Corporation had outstanding

notes payable in favor of the Reconstruction Finance
Corporation of approximately $77,507,000. As a result

of operations through June 30, 1947, it is expected that

this note balance will be reduced to approximately

$73,391,000.
ACCOUNTS PAYABLE

At June 30, 1945, the Corporation had outstanding

accounts payable of $33,137,000, which will be reduced to

$7,750,000 as of June 30, 1947, the major portion of which
represerted amounts pending settlement with the lend-

lease division of the Foreign Economic Administration for

rubber secured through reciprocal aid channels from the

British Government.

CAPITAL IMPAIRMENT

On June 30, 1945, this Corporation had a capital im-

pairment of $35,745,000. It is estimated that such im-
pairment will amount to $53,619,000 at June 30, 1946 and
$59,535,000 at June 30, 1947. Provision for the Corpora-

tion's operating deficit appears in the financial statement

of the Reconstruction Finance Corporation in the form of

a surplus reserve. Any action toward restoration of Rub-
ber Development Corporation's impairment would conse-

quently be effected through the Reconstruction Finance
Corporation.

Administrative Expenses

This expense covers the general supervisory staff of

the Corporation in the United States including services of

personnel assigned to activities of the Corporation by the

Reconstruction Finance Corporation, actmg as fiscal

agent. It does not mclude expenses of personnel assigned

to foreign projects outside the continental United States

which is regarded as nonadministrative. During the

fiscal year 1945 the United States staff performing these

functions expended 244 man-years of personal service,

which, with other related administrative costs, resulted

in a total expenditure of $963,437. The direct adminis-

trative organization of the Corporation has been sharply-

reduced in 1946, and will be maintained in 1947 at approxi-

mately one-fifth of that required in the fiscal year 1945.
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This reduction is primarily due to expected liquidation of

direct Latin American activities, offset in a minor degree

by new activities assumed by the Corporation in the Far
East. Despite reductions in the direct operating staff,

however, it is not expected that similar reductions can be
effected in certain fiscal functions, notably the accounting
and audit staffs. Substantial increases in each of these

staffs will be required; first, as a result of transferring all

accounting operations formerly performed in Latin
America to the Corporation's Washington Office and
which in 1945 and 1946 were regarded as nonadmlnis-
trative expenses; second, due to the tremendous increase

in the number of transactions requiring recording as a

result of a threefold mcrease in estimated rubber impor-
tations, and, third, due to the backlog of audit work and
increased need for audit activity resulting from with-
drawal of public accomiting firms from review of the
Corporation's records. As a result of these factors admin-
istrative expenses are expected to decrease only slightly

from $850,000 in 1946 to $785,922 in 1947. (For further
details, see exhibit B and Schedule B-2.)

Language

Language covering this Corporation has been con-
solidated with that of the Reconstruction Finance
Corporation. (See p. 173.)
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated 1947, estimated

FUNDS APPLIED
To operating expenses:

Labor movement, technicians, tappers schools, and other costs incident to increasing produc-

Airway operations.^ - - -.

Production premiums, marine operations, and other direct operafeing expenses..

Storage and handling of rubber

Administrative expenses -

Interest expense -

To increase (or decrease*) advances to contractors under operating agreements..

To capital stock—Mexico contractor

To repay borrowings from Reconstruction Finance Corporation

To increase (or decrease*) working capital

Total funds applied

.

FUNDS PROVIDED

By decrease in inventory of crude rubber, guayule. etc.:

Purchases

Less cost ot sales... i

Decrease in inventory

By operating income:

Sales of crude rubber, guayule, etc

.

Cost of sales

Sales of equipment and supplies..

Cost of sales

By recovery on loans to producers... _

By sale of operating plant and equipment (at book value)

.

Less loss on sale

By interest, dividends, and miscellaneous

By liquidation of other assets

By borrowings from Reconstruction Finance Corporatio

Total funds provided

$6, 458, 661

3, 188, 897

5, 475, 212

114,571

963, 437

2, 409, 622

i, 245. 828

304, 670

;, 787, 151

36, 397

850, 000

785, 557

785, 922

710, 000

$18, 610, 300

1,978,545

1,030

116.399,515

•8, 149, 728

128, 839, 662

$15,009,603

'3, 305, 421

*1,030

216, 944, 094

*1S,4S6,990

210,160,266

259, 000, 000

•2, 946, 000

115.6fr4,098

119,837,965

120, 769, 317

119, 837, 965

11,672,032

10, 382, 859

1, 189, 173

2, 974, 890

476, 224

361,083

47,280

118,685,793

128,839,662

168. 682, 562

169, 244, 050

169, 389, 655

169,244,050

16, 336, 058

20,512,718

•4, 176, 660

•61, 673

4. 075, 324

1, 026, 781

3,049,543

52, 186

47, 983

210, 541, 686

210, 160, 266

259, 000, 000

259, 000, 000

259, 000. 000

259, 000, 000

50,000

300,000

•250,000

•15, 000

150,000

261, 286, 922

688960—46 10
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Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSES

[Fiscal years eudiug June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated 1947, estimated

Operating income:

Sales of crude rubber, guajTiIe, etC-

Cost of sales --.

Gross profit

Sales of equiptaent and supplies.

Cost of sales .-

Gross profit (or loss*).

Total operating income (or loss*)...

Operating expenses:

Labor movement, technicians, tappers schools and other costs incident to increasing produc-

tion-

Airway operations --

Storage and handling of rubber _

Administrative expense -

Production premiums, marine operations, warehousing, and other direct operating expenses.

Interest expense --

Total operating expenses.

Net operating loss

Nonoperating income and expenses:*

Loss on sale of operating plant and equipment.

Charge-off of loans.

Charge-off uf equipment and supplies

Interest, dividends, and discount

Miscellaneous income -

Total nonoperating income or expense*.

Net loss for the year

$120, 769, 317

119,837,965

11,572,032

10, 382, 859

6, 458, 561

3, 188, 897

114,671

963, 437

6,475,212

2, 409, 622

236, 721

124, 362

$169, 389, 656

169, 244, 050

16, 336, 058

20,612,718

., 245, 828

304, 070

36, 397

850, 000

1, 787, 151

785, 667

•1, 026, 781

*200. 000

•200, 000

153,847

*101, 662

$259, 000, 000

269, 000, 000

50,000

300, 000

785, 922

3, 620, 000

710, 000

•600, 000

•200, 000

150, 000

ANALYSIS OF DEFICIT

Balance at begiiming of fiscal year

Adjustment of interest expense for prior years.

Net loss for the year (above)

Balance at end of fiscal year..

•19, 616, 333

16, 128, 692

•$35, 746, 025

2, 540, 591

•33, 204, 434

20,414,254

•63, 618, 688

6, 915, 922
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

(As of June 30, 1944, 1945, 1946, Bnd 1947]
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Schedule B-1

COST OF SALES

(Fiscal years ending June 30, 1946, 1946, and 1947]

1945, actual 1946, estimated 1947, estimated

CRUDE RUBBER. GUAYULE, ETC.
Purchases - - -

Inventory variation—work in process:

Inventory at beginning o( year _

Inventory at end of year -

EQUIPMENT AND SUPPLIES
Purchases

Adjustments (credits*)

-

Inventory variation—6nished product:

Inventory at beginning of year

Inventory at end of year .-

$8, 109, 021

3, 935, 154

$3, 935, 154

3, 373, 666

$3, 373, 666

3, 373, 666

14.098,995 .

•212, 378

13, 709, 013

7, 616. 101

6, 192, 912

7, 516, 101

890,000

890, 000

390,000

Schedule B-2

ADMINISTRATIVE EXPENSES

[Fiscal years ending June 30, 1945, 1943, and 1947]

By accounts



THE RFC MORTGAGE COMPANY

Creation and Purpose

The RFC Mortgage Company was organized in ATarch

1935 under the laws of the State of Maryland, for the

purpose of assisting in the reestablishment of a normal
mortgage market. The affairs of the Company are super-

vised by a board of directors appointed by tlae board of

directors of the Reconstruction Finance Corporation. It

makes real estate mortgage loans to aid in the construction

of new buildings for which there is a demonstrated eco-

nomic need and upon properties which are in distress in

cases where the applicant cannot obtain needed refinancing

elsewhere at reasonable rates and terms. The Company
also aids in the housing programs of the Federal Housing
Administration by creating a market where financial insti-

tutions can sell Federal Housing Administration insured

mortgages to provide cash for making additional loans or

for other purposes. This phase of its operations includes

the purchase of class 3 title I loans, title II mortgages, and
title VI mortgages insured under the provisions of the

National Housing Act. However, title II purchases are

limited to mortgages insured prior to January 1, 1937,

covering homes buUt prior to January 1, 1936. In addition

to its lending and purchase operations, the Company sells

loans and mortgages to institutions for investment pur-

poses, sales of insured mortgages being confined to insti-

tutions which have been approved by Federal Housing
Administration as mortgagees.

Financial Organization

The RFC Mortgage Company originally had an author-

ized capital stock of $10,000,000 and this amount was
later increased to $25,000,000. The board of directors

of the Reconstruction Finance Corporation has recently

adopted the practice of charging the Company 1 percent
interest on the funds invested in its capital stock. The
Reconstruction Finance Corporation, with the approval

of the President, pursuant to section 5 (c) of the Recon-
struction Finance Corporation Act, as amended, sub-

scribed for this capital stock. The Company is not
restricted by law with respect to borrowing and when
additional cash is needed for operations, it borrows funds
from the Reconstruction Finance Corporation. (See state-

ment of condition following textual material—exhibit C.)

Analysis of Budget Program by Major Activities

In appraising the budgetary requirements of the Com-
pany for the fiscal year 1947, consideration must be given
to the need of financial assistance for the construction
and remodeling of urban, income-producing properties,

such as hotels, apartments, and other types of commercial
properties and the presently existing acute shortage of

moderately priced homes. In projecting activities of the
Company these conditions to the extent possible have been
taken into account.

direct loans

This activity involves assistance in financing the con-
struction of new buildings, remodt4ing existing buildings,

and refinancing distressed properties. It is well known

that owners of such properties could not perform desirable
or necessary repairs and remodeling during the war, and
efforts to undertake such work will become increasingly

important. Notwithstanding the present scarcity of ma-
terials for this purpose many projects will undoubtedly
be permitted to remove dangers to health and safety of

the public. Likewise, it is reasonable to suppose that
within the next 12 months construction materials will

become more plentiful and work of the type under dis-

cussion will greatly increase. It is believed that the
assistance of the Company will be needed in cases where
private lenders cannot handle the loan. In order to

provide for this contmgency $25,000,000 has been included

in the budget for direct loans.

purchase of federal housing administration insured
mortgages

The expansion in private housing during 1947 will be
substantial as labor and materials become available.

However, since class 3 title I loans are not presently

being insured by the Federal Housing Administration and
its program with respect to title VI mortgages is about
completed, the future activities of the Company will be
principally the purchase of title II mortgages insured

prior to January 1, 1937, which will eliminate mortgages
covering new construction. This situation will result in

a decline in the volume of insured mortgages offered for

sale to the Company.
Congress is now considering legislation pertaining to the

amelioration of the present acute shortage of housing
which may reactivate with some modification the insur-

ance provisions of title VI of the National Housing Act.

If such legislation is enacted, there would be a substantial

increase in the volume of insured mortgages offered for

sale to the Company. In this connection the Company
purchased about $109,000,000 worth of title VI mort-
gages between July 1, 1944, and July 1, 1945, of which

$34,029,500 were outstanding at the end of the period.

However, any increase in volume of business which may
result from enactment of the pending legislation has not

been reflected in the Corporation's 1947 program. (For

further comment on this point see the borrowing authority

section of the narrative statement covering the budget for

the Reconstruction Finance Corporation.)

In view of the foregoing the Company estimates that

durmg the fiscal year 1947 it will disburse $25,000,000 for

direct loans and" $5,000,000 for the purchase of insured

mortgages. During the same period it expects to sell

$4,000,000 of its loans, receive $5,700,000 in repayments,

and to institute foreclosure proceedings to the extent of

$2,800,000. The Company's loan portfolio will aggre-

gate $54,885,000 as of June 30, 1947, which is an increase

of $17,500,000 over that held at the beginning of the year.

(For further details on loan activities see exhibits A and

B and schedule C-1.)

Operating Results

Operations of this Company during the fiscal year 1945

resulted in a net profit of $855,000, and it is estimated

that the net profit of the Company for the fiscal years

149
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1946 and 1947 will be $1,001,000 and $926,000, respec-

tively. The increase in net profits in 1946 and 1947 over
1945 is due to $1,300,000 of loans being charged off during
1945 whereas no charge-off is anticipated in the 2 succeed-

ing years. As a result the earned surplus of the Com-
pany, which on June 30, 1945, amounted to $2,479,000,

will increase to $4,406,000 by the end of 1947. (See

exhibit B.)

Financial Condition

On Jime 30, 1945, there were 10,335 insured loans out-

standing, amounting to $39,571,000, of which 275 or

approximately 2.7 percent were delinquent. At the same
date therd were 680 uninsm-ed loans outstanding in the

amount of $15,162,000, of which 32 or about 5 percent
were delinquent. On June 30, 1944, delinquent ratios

were 1.4 percent and 4.3 percent, respectively. Even
though the number of loans in default declined during the

fiscal year 1945, there was an increase in the percentage
of loans in default due to investors purchasing those loans

which have a good payment record. Actually, there was
an improvement in the condition of the loans held by the

Company. (See schedule C-1.)

land, buildings, and equipment

The Company's investment in land, buildings, and
equipment on June 30, 1945, amounted to $7,500,000 with
a depreciated value of $6,993,000. Of this gross invest-

ment $6,898,000 represented the book value of the Com-
pany's investment in the Federal Loan Agency Building.

The Company's rental policy with respect to this building
contemplates the recovery of its investment over a period

of years. The rent charged to occupants therefore is

based upon the amount required to defray expenses of

maintenance and operation, payment of taxes, insurance,

and interest on the Company's net investment, together
with an amount representing depreciation. At the pres-

ent time the building is being depreciated at the rate of 2
percent per year and equipment is depreciated at 5 percent
per year. (See schedide B-1.)

NOTES PAYABLE TO THE RECONSTRUCTION FINANCE
CORPORATION

As indicated under Financial organization this Com-
pany's financial requirements, in excess of its capital, are
met by borrowings from the Reconstruction Finance Cor-
poration. On June 30, 1945, "Notes payable to the Recon-
struction Finance Corporation" amounted to $44,745,000;
and it is estimated that the comparable figure at June
30, 1947, will be $47,274,000. (See exhibit C.)

Administrative Expenses

This Company does not have an administrative organ-
ization of its own, all work being performed by employees
of the Reconstruction Finance Corporation on a reim-
bursable basis. Actual administrative expenses for 1945
amounted to $788,979, and it is estimated that such
expenses for the fiscal years 1946 and 1947 will be $697,568
and $550,000, respectively. (See statement of income
and expenses, exhibit B, and schedule B-2.)

Language

Language covering this Company is included with that
of the Reconstruction Finance Corporation. (See p. 173.)
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 1945, 1946, and 1947)

1945, actual 1946, estimated 1947, estimated

FUNDS APPUED

To purchase loans and make loans and advances

To foreclosure expense and expense on acquired security

To operating expenses (see exhibit B):

Interest expense-.

Administrative expenses (see schedule B-2)

Other operating expenses

To purchase equipment

To repay borrowings from RFC
To expense on Hotel Empire. San Francisco, Calif

To Increase (or decrease') worliing capital (see schedule A-1)

Total funds applied.

FUNDS PROVIDED

By repayment of loans and advances:

Book value of loans repaid

Less; Uncollectible amounts charged off.

By salesof loans—Book value

By disposition of acquired security;

Book value o( acquired security...

Less: Loss on disposal _

By opera ting income (see exhibit B):

Interest earned on loans

Interest earned on investments

Premiums on sales of loans, etc.

Other operating income -

By sales of land, buildings, and equipment:

Book value of land sold

Less: Loss on sales

By rentals, federal loan agency building (see schedule B-1):

Rental income

Expenses (excluding depreciation)

By redemption of debentures Issued by FHA
By borrowings from Reconstruction Finance Corporation

Total funds provided...

•Deduct.

$35, 369, 200

99, 673

$12,442,660

152,672

$2, 167, 614

788, 979

484, 891

697, 668

239, 102

$928, 570

550,000

140, 380

67, 261, 907

6,412

•2, 818, 496

1, 836, 370

23, 148, 453

•117, 194

37, 462, 961

$30, 000, 000

200, 000

1,618,950

1,000,000

•100,390

32, 718, 560

11, 643, 125

1, 300, 434

10, 342, 691

66, 929, 223

6, 493, 272

19,612,032

3, 013, 601

10, 000

4, 072, 774

166, 706

1, 316, 872

248,680

2,097,000

215, 922

381, 090

168, 305

1,500,000

20,000

2, 076, 760

232, 460

76,000

230, 520

673, 627

43, 238

746, 096

621, 744

747, 400

623, 620

778, 400

654,660

123, 361

18, 700

18, 223, 699

123, 780

6,377,959

4,200.000

4, (WO, 000

123,840

20, 300, 000
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Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSES

(Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated

Operating income;

Interest on loans -

Interest on investments

Premiums earned on sales of loans, etc.

.

Service lees and other operatinR income-

Total operating income

Operating expenses:

Interest expense -

Administrative expenses (see schedule B-2)

.

Service fees and other operating expense

Total operating expenses.

Net operating income

Nonoperating income and expenses*:

Loans receivable charged off

Interest charged off

Loss on sale of land and buildings..

Loss on sale of acquired security...

Miscellaneous gains or losses

Net nonoperatmg loss

Net income for the year..

$4, 072, 774

166, 706

1, 316, 872

248, 680

$2, 097, 000

. 215,922

381,090

168,306

2, 167, 614

788, 979

484, 891

•1,300,434

•168, 026

•43, 238

'16, 898

899, 700

697, 668

239, 102

$2, 076, 760

232, 450

76,000

230, 620

928, 670

650,000

140, 380

•10, 000

•5.000

•20, 000

•50, 000

ANALYSIS OF EARNED SUBPLUS

Balance at beginning of fiscal year...

Net income for the year (above)

.

Expenses on Hotel Empire property, San Francisco, Calif.

Balance at end of fiscal year

$1, 629, 666

864, 953

2, 484, 509

6,412

$2, 479, 097

1, 000, 947

$3, 480, 044

925, 770



THE EFC MORTGAGE COMPANY 153

Exhibit C
COMPARATIVE STATEMENT OF FINANCIAL CONDITION

lAs of June 30, 1944, 1945, 1946, and 1947)
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Schedule A-1

CHANGES IN WORKING CAPITAL AND DEFERRED ITEMS

[Fiscal years ending June 30, 1945, 1946, and 1947]

1947, estimated

Current assets (Increase or decrease*)

;

Accrued interest receivable:

Accrued interest on loans..

Accrued Interest on investments

Accounts receivable;

Due from Government agencies

Due from others „
Cash:

With Reconstruction Finance Corporation

Deferred charges

Current liabilities (increase* or decrease):

Accrued liabilities:

Accrued interest payable on notes held by Reconstruction Finance Corporation..

Accrued service charges payable to servicing institutions

Accounts payable:

Due RFC for reimbursable expense

Due others..

Trust and deposit liabilities:

Deposits for taies, insurance, etc —

.

Suspended credits and miscellaneous deposits

Deferred credits

•$141, 467

16, 669

*3, 852, 860

•1,062

*863, 164

74, 226

S32, 132

22,235

*21,135

2,197

866. 117

333, 360

•76, 634

22, 122

* 18, 365

•362, 803

46,839

*310, 024

14, 854

13, 164

*1,323

353, 372

256, 513

*46.861

«S7,830

18,750

210,000

1,600

•89,007

2,276

•322, JOG

•100,000

•1,600

Decrease In working capital.

Schedule B-1

OPERATING STATEMENT OF THE FEDERAL LOAN AGENCY BUILDING

[Fiscal years ending June 30, 1946. 1946, and 1947]
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Schedule B-2

ADMINISTRATIVE EXPENSES
[Fiscal years ending June 30, 1945, 1946, and 1947

By accounts





U. S. COMMERCIAL COMPANY

Ceeation and Purpose

Pursuant to section 5cl (3) of the Reconstruction Finance
Corporation Act (15 U. S. C. 606b), in order to aid the
Government in its national defense progi'am, U. S. Com-
mercial Company was created on March 26, 1942. Under
Executive Orders 9361, dated July 15, 1943, and 9380,
dated September 25, 1943, the U. S. Commercial Com-
pany was transferred to the Office of Economic Warfare
and thereafter to the Foreign Economic Administration.
Pursuant to Executive Order 9630, the U. S. Commercial
Company was transferred to the Reconstruction Finance
Corporation on October 20, 1945. The affans of the
Company are supervised by a board of du'ectors who were
appointed by the board of directors of the Reconstruction
Finance Corporation and includes representatives of the
Department of State, the Treasury Department, and the
Department of Agricultm-e.

The charter of the Company incorporates the provisions
of 5d (3) providing that the piu-poses of the Corporation
and the business to be carried on by it are, (a) to produce,
acquire, carry, sell, or otherwise deal in strategic and
critical materials; (6) to pm'chase and lease land, plants,

facilities, etc., for the manufacture of strategic and
critical materials and implements of war, and other facili-

ties, supplies, etc., necessary to the national defense; (c)

to dispose of such land, plants, facilities, etc., to others to

engage in manufacture; (d) to engage in such manufacture
itself, if the President finds it necessary

;
(e) to produce or

otherwise acquire railroad equipment and commercial
aircraft and dispose of same; (/) to arrange facilities for

the training of aviators; (g) to take such other action as

the President and Federal Loan Administrator may deem
necessary to expedite the national defense program; and
(h) to do and perform all acts and things which are neces-
sary in connection with the foregoing objects and pm-poses.

In accordance with the provisions of section 5d (3) of

the Reconstruction Fmance Corporation Act, and Execu-
tive orders and letters of the President, the Foreign Eco-
nomic Administrator authorized the Company on June 15,

1944, (1) to conduct or facilitate and promote commercial
trade with liberated areas or areas from which private
traders may be barred or in which they may find it im-
practicable to carry on normal trade; (2) to acquire ar-

ticles, etc., for export to or sale or distribution in foreign
coimtries in which the Company is engaged in procure-
ment or production programs; (3) to act for the Foreign
Economic Administration in carrying out its functions
and transactions and to take such other action deemed
necessary to facilitate the war effort and strengthen the
international economic relations of the United States; (4)

to conduct operations necessary or incident to the procure-
ment and development of food, etc., in foreign countries,

and (5) to handle or dispose of Government-owned prop-
erty when authorized, and to carry out such functions as
may be delegated to Foreign Economic Administration in

connection with siu-plus war property. The functions of

the Foreign Economic Administration were transferred
pursuant to Executive Order 9630, dated September 27,

1945, to the Department of State, Reconstruction Fi-
nance Corporation, Department of Agriculture, and De-
partment of Commerce.

Financial Organization

The authorized capital stock of the U. S. Commercial
Company in the amount of $5,000,000 is held by the
Reconstruction Finance Corporation. The board of
directors of the Reconstruction Finance Corporation has
recently adopted the practice of charging the Company
1 percent interest on the funds invested in its capital
stock. The Company obtains its additional funds through
loans from the Reconstruction Finance Corporation.
The outstanding balance of such loans at June 30, 1945,
was $317,665,000. A statement of condition of the
Corporation is shown immediately following the textual
material. (See exhibit C.)

Analysis of Budget Program by Major Activities

The major budgetary requirements of the U. S. Com-
merial Company for the fiscal year 1947 are predicated
upon instructions from the President of the United States,

such instructions having been issued upon the recom-
mendations of the War, Navy, and State Departments.
Obviously, the estimates must be based upon what con-
stitutes a reasonable expectancy in light of existing
instructions which are more fully stated below. (For detail

as to financial estimates see statement of sources and
application of funds, exhibit A.)

procurement of strategic and critical materials

Pursuant to directives of the War Production Board
and of the War Food Administration, the U. S. Com-
merical Company purchased commodities under this

program during the fiscal year 1945 in the total amount
of $844,223,000, and it is estimated that such purchases
during the fiscal year 1946 will aggregate $382,677,000.
The larger items constituting these totals are burlap,
copper, tin, lead, chrome, manganese, zinc, foods, tung-
sten, fibers, hides, diamonds, cinchona, abaca, skins, and
leather. Expenditures by the U. S. Commercial Com-
pany under existing contracts will be reduced to about
$5,025,000 for such materials in fiscal year 1947. The
major portion of these materials are sold to other govern-
mental agencies at approximately cost, the gross proceeds
for the fiscal year 1945 being $565,290,000, and are

estimated at $747,254,000 for the fiscal year 1946, and at

$5,025,000 for the fiscal year 1947.

Procurement of strategic and critical materials, other
than under existing contracts, is being transferred to the

Reconstruction Finance Corporation, and will be func-

tioned by the Office of Metals Reserve as to metals and
minerals, and by the Office of Defense Supplies as to all

other commodities.

preclusive operations

The Company's original operations consisted of an
intensive preclusive program in the various neutral

countries in 1942, 1943, and 1944, particularly in Spain,

Portugal, and Turkey, under which this Government, in

cooperation with the British, through its United Kingdom
Commercial Corporation, attempted to preclude any
materials of use to the enemy from reaching him. Com-
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petitive purchasing and other disruptive operations par-

ticipated in by the U. S. Commercial Company proved
quite successful in greatly reducing the enemy's purchases
and shipments of vitally needed supplies, and at the same
time secured some essential materials in short supply for

the allies, such as tungsten, wolfram, scheelite, tin, copper,
skins, and others.

The Company is no longer engaged in the purchase of

commodities preclusively, but expended during the fiscal

year 1945 $33,042,000 and collected $2,112,000 on these

joint United States-United Kingdom programs. There
will be expended, during fiscal year 1946, $23,285,000 in

hquidatiou of obligations incurred prior to VJ-day, and
it is estimated that recoveries during the year will amount
to $12,091,000 for joint account. Durmg the fiscal year
1947, it is anticipated that an additional recovery will be
made of approximately $525,000.

The major portion of the Company's investment in these

operations will eventually represent a loss, and account-
ings are presently in process of preparation between the

United Kingdom Commercial Corporation and the U. S.

Commercial Company to determine each Government's
share of the total loss incuiTed. A reserve has been es-

tablished in the amount of $125,112,000 for the estimated
total loss to the U. S. Commercial Company. The esti-

mated loss will be adjusted to actual loss in the fiscal

year 1947. (See exhibit B.)

The work of disposing of preclusively purchased com-
modities presently held, having a market value of about
$4,000,000, and the preparation of an accounting thereon,

will be completed during the fiscal year 1947.

SOUTH PACIFIC OPERATIONS AND OTHER DEVELOPMENT
PROGRAMS

Pacific Ocean operations were initiated at the request

of the Chief of Naval Operations on September 12, 1942,

to the then Board of Economic Warfare, to perform var-

ious functions on Pacific Islands occupied and to be occu-

pied by the United .States military forces. These included

the local production of foodstuffs, primarily intended to

supply troops and thereby save shipping space, to develop
islanfl resources, and in general to assist the Navy in

various related operations.

The original request has been supplemented at various

times by extending tbe area to be covered, and by includ-

ing new projects such as a dairy farm and a hog farm on
Guani together with other related activities. In pursu-
ance of this program there have been delivered to the

armed forces to date approximately 25,000,000 pounds of

fresh vegetables. The dairy farm is currently delivering

approximately 800 quarts of milk per day to naval hos-

pitals on Guam. Slaughtering of hogs, only recently

begun, has resulted in approximately 50,000 pounds of

fresh pork. Fishery projects have produced a large

tonnage of fresh fish. The produce is delivered against

receipts to Navy hospitals and other militaiy units which
supply tlie labor, equipment, land, and buildings.

A trade-goods program, initially intended merely as a
work incentive to encourage native labor, has been greatly

expanded and now consists of supplying civilian needs on
occupied islands and taking native products in exchange.
Some 35 native trade stores are in operation throughout
the islands. Purchases and sales are not conducted by
barter but on an actual cash basis. A considerable part of

the goods supplied consists of articles of production such as

small agricultural tools, seed, fertilizer, fishing equipment,
etc., intended to develop a subsistence economy. Apart
from the military livestock projects referred to, cows, hogs,

poidtry, and other animals are being sold as trade goods
for the purpose of up-breeding local stock and providing
food supplies.

Shortly after the smTender of Japan, the Navy requested
that all of these activities be continued and expanded to

cover other islands, including islands formerly controlled
by Japan and now occupied by oui- forces.

In a letter to the Chairman of the Board of Du-ectors
of the Reconstruction Finance Corporation, the President
has stated that he deems the progi-am desirable and that
the U. S. Commercial Company should continue and ex-

pand the progi'am in accordance with recommendations
of the Navy Department. The extent and future scope
of the progi-am is necessai-ily indefinite smce it is contin-
gent upon such recommendations. However, it is as-

sumed that this program will be carried on as now out-
lined thi-ough the fiscal year 1947, and will involve the
additional expenditure of approximately $2,450,000 with
receipts for the year estimated at $2,000,000. Total
expenditures to June 30, 1946, are estimated at $5,500,000
and total receipts to the same date are estimated at

$1,000,000. This program was included in the Com-
pany's development accomit in the fiscal year 1945 and
was transferred to a branch office at Honolulu, which was
established for that purpose in the fiscal year 1946.

Other U. S. Commercial Company development pro-

grams include an abaca development project in several

Latin-American countries wherein the Company ad-

vanced funds to a contractor to plant, develop, and
produce abaca fiber, which has been in short supply.

Smaller projects were undertaken to increase the produc-
tion of certain minerals and metals, such as talc, corun-

dum, and tantalite, but which have now been terminated.

As materials become available the development costs are

absorbed into costs of goods purchased by the U. S.

Commercial Company under its procurement programs,
or, as in the case of the Pacific Ocean program, a portion of

the funds used are for expendable supplies and are not
recoverable. The abaca, cinchona, and sisal projects

were transferred during the fiscal year 1946 to the Recon-
struction Finance Corporation.

PHILIPPINE PROGRAM

Pursuant to a directive from the Director of the Office

of War Mobilization and Reconversion dated December
22, 1944, and a supplemental agreement with the War
Department in May 1945, the U. S. Commercial Company
made available its facilities to foster the restoration of the

civilian economy and trade of the Phihppine Islands.

In a letter dated October 25, 1945, to the chairman of

the board of the Reconstruction Finance Corporation, the

President caUed attention to the almost complete lack of

consumer goods in the Philippines, many of which are

ordinarily imported into the United States, and the re-

sulting serious price inflation and black markets which
have caused great distress among the people. Because of

this situation he requested the U. S. Commercial Company
to use its resources and personnel to continue and ad-

vance the Philippine program, which it has undertaken,
and, where necessary, to sell goods on credit terms not
exceeding 2 years in duration.

In a cable dated December 17, 1945, the United States

High Commissioner to the Philippine Islands emphasized
the necessity for continuing the efforts of the U. S. Com-
mercial Company to reestablish transportation and inter-

island shipping by trucks and marine craft, and recom-
mended that the U. S. Commercial Company continue to

work in conjunction with his office in handling the sale
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and distribution of certain commodities essential to the

economy of the Islands. It is contemplated that during

the fiscal year 1947 the U. S. Commercial Company's
participation will continue in order to accomplish to a

greater degree the rehabilitation of transportation facili-

ties, without which Phihppine private enterprise cannot

handle export shipping from Island out-ports or ade-

quately distribute to outlying impoverished areas the

goods made available for civilian supply. The U. S.

Commercial Company may have to continue to procure

certain scarce items necessary for the civilian economy,
since abandonment of this progi-am, short of its fulfilment,

would likely neutralize much of the substantial good
which has been accomplished.

Expenditures as of June 30, 1946, primarily for trade

goods, transportation equipment, tools, supplies, food-

stuffs, clothing, and medical supplies will approximate

$47,000,000. Goods costing $46,000,000 will be sold

diu-ing 1946 at a gross profit of $1,000,000. Expenditures

on this progi'am during the fiscal year 1947 will approxi-

mate $33,000,000 and receipts about $34,826,000.

The operations in conjunction with the Office of Foreign

Liquidation Commissioner, as now contemplated, will

possibly involve expenditures by the U. S. Commercial
Company in addition to administrative costs. In order

to assist the Foreign Liquidation Commissioner in tliis

program, the Company will disjjose of trucks, boats, and
other materials. However, the Foreign Liquidation Com-
missioner has now indicated he may not be in a position

to operate on this basis, and it has been tentatively agreed

to actually purchase the trucks and boats but not other

materials. Assuming that the U. S. Commercial Com-
pany continues to purchase from the Office of Foreign

Liquidation Commissioner, the $33,000,000 above referred

to includes $10,000,000 of expenditures in the first quarter

of the fiscal year 1947 and $5,000,000 in the second quarter

for trucks and marine craft. No expenditures of this

type are contemplated after the second quarter of the

fiscal year 1947.

TRADE WITH OCCUPIED AND LIBERATED COUNTRIES

The U. S. Commercial Company facilitates commercial
trade between the United States and countries with which
normal commercial relations were disrupted as a result of

the war and have not been completely reestablished. The
basic policy of the Company m conductmg these com-
mercial transactions is to foster the reestablishment of

private trade as soon as feasible. The Company main-
tains private trade channels of American importers and
exportei's to the fullest extent possible and endeavors to

cooperate with private importers and exporters to facilitate

their operations. The Company withdraws from such
activities in any particular country whenever private

trade no longer needs its assistance. These transactions

are also of vital importance in securing the maximum of

dollar exchange for essential imports into these countries.

The U. S. Commercial Company from time to time acts

on behalf of foreign governments in making purchases

and related commercial transactions. The number of

these transactions will diminish as rapidly as the re-

establishment of private trade channels permits. In all

of the Company's operations in this category, the Com-
pany is reimbursed for all of its out-of-pocket expendi-

tures, and in addition receives a fixed charge to cover its

administrative expenses.

In December 1945, the President of the United States

wrote the chairman of the board of directors of the Re-

construction Finance Corporation and requested that the

U. S. Commercial Company give all possible assistance to

the Department of State in carrying out any programs
for the handling of trade which the Department may
consider essential to the achievement of our immediate
postwar objectives with respect to these countries. He
pointed out that the objective of this Government is to

return international trade as rapidly as possible to private

channels. In certain areas of the world, however, and
particularly in trade with countries now xmder military

occupation, achievement of this objective will not be

immediately possible because normal commercial inter-

course is either unsuitable to the situation or impracti-

cable. During the period of transition from war to peace

and imtLl normal conditions of trade can be restored it is

therefore important that the U. S. Commercial Company
remain available to facilitate the handling of foreign trade

of countries formerly under enemy domination where
conditions are such that unassisted private trade is not

feasible. Such assistance will be needed particularly in

areas now under military occupation such as Germany,
Austria, and Japan.

In accordance with the President's request and pursu-

ant to arrangements made between the Department of

State and the U. S. Commercial Company, the Company
is presently negotiating an agreement with the War De-
partment according to the terms of which the U. S. Com-
mercial Company will import Japanese merchandise into

the United States, sell such merchandise, t^nd pay the sales

proceeds, less all out-of-pocket expenses in connection with

the program and less a fixed charge to cover administrative

expenses, to the War Department or its designee. The
purpose of the program is to provide dollar exchange for

use by the supreme commander of the Allied Powers in

Japan and to facilitate the solution of problems arising in

connection with the military occupation of that country.

'The Department of State has also requested the Com-
pany to undertake a program whereby surplus raw cotton

in this country (to the value of approximately

$125,000,000) will be shipped to Japan to be made into

textiles. It is contemplated that a portion of the textiles

will be consumed in Japan and the balance exported

primarily to other Far Eastern countries in order to help

meet a most urgent need for such goods. The amount of

cotton now specified to be supplied Japan will be sufficient

to operate the available spindles for approximately 1 year.

"The cotton that would be used is part of the surplus stock

of American short-staple cotton owned by the Commodity
Credit Corporation.

The exact means of effecting this proposed program
has not as yet been determined. It is now contemplated

that the Commodity Credit Corporation will be reim-

bursed for the price of the cotton by the War Department
from proceeds made available to it by the U. S. Commer-
cial Company from the sale of textiles made from the cot-

ton, and possibly from the sale of other Japanese merchan-

dise. In any event, the U. S. Commercial Company will

be reimbursed for all of its out-of-pocket expenditures and
will receive a fixed charge to cover its administrative

expenses.

The Department of State is also discussing with the

U. S. Commercial Company plans and procedures whereby
it will receive thi'ough the supreme commander of the

Allied Powers in Japan various Japanese merchandise

which the U. S. Commercial Company will arrange to

transport and sell in countries other than the United

States. In these transactions the U. S. Commercial Com-
pany will likewise be reimbursed for all of its out-of-pocket
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expenditures and will receive a fixed charge to cover
administrative expenses.

An agreement is also being negotiated with the War
Department covering the importation of merchandise
into the United States from Germany for sale by the U. S.

Conamercial Company on the same terms as the mer-
chandise imported under the above discussed Japanese
program, and for the same purposes. The scope of this

program is not definitely known at this time but it is con-
templated that the Department of State will probably
also recommend the exportation of merchandise from
Germany to countries other than the United States until

such time as private trade may be resumed.
It is difficult to estimate the dollar amounts of the trans-

actions which will be mvolved in the above programs.
It would appear, however, from information presently
available, that the value of all merchandise to be handled
by the U. S. Commercial Company under the combined
Japanese and German programs during the fiscal year
1946 will total approximately $61,600,000, and in the
fiscal year 1947 may approximate $504,000,000, including
cost of handling and freight estimated at 12 percent of

the f. o. b. foreign port value of the material.

Cash receipts from sales in this progi-am during the
fiscal year 1946 are estimated at $21,280,000, and for

the fiscal year 1947, $420,000,000.
The Company wiU retain 3 percent from the proceeds

of sales to cover administrative expenses.

CLOSING OF OFFICES

It is the aim of the Company to effect the closing of its

various foreign offices as soon as possible. It is expected,
however, that the offices in the Philippines as well as those
established and to be established in connection with the
Japanese, German, and Pacific Ocean programs will con-
tinue during the fiscal year 1947. It will likewise be
necessary to maintain some foreign offices in order to
move in equipment and materials, from remote areas,

used in connection with the procurement and develop-
ment programs formerly conducted by the Company but
now transferred to the Keconstruction Finance Corpora-
tion. Retention of some of these offices will also be neces-
sary to handle the few remaining plantation programs for

the Reconstruction Finance Corporation, and to assist

the Office of the Foreign Liquidation Commissioner in the
orderly disposal of surplus materials abroad. At this time
the Company has surplus machinery , equipment, and inven-
tories valued at approximately $6,214,000 which will be
turned over to the Office of Foreign Liquidation Commis-
sioner as soon as possible. This property is located in

various parts of the world, principally in Brazil.

An audit is being made of the financial books and rec-

ords of the various offices and other necessary steps are
being taken to effect their closing as soon as possible.

The nature and scope of this work vary from country to
country. It is, therefore, not possible to foretell the
length of time that will be requu-ed to close all of the
offices.

OPERATING RESULTS

During the fiscal year 1945, programs carried on by the
Company after making provision for estimated losses in

the amount of $152,665,750 resulted in a net loss of

$134,641,000. For the fiscal year 1946 it is estimated
that a net loss of $39,990,000 will be sustained, and that
the loss for 1947 will amount to $3,270,000. This dechne
in losses is due to the liquidation or transfer of programs

in which losses are inherent, and the imdertaking of new
programs in which the Company is protected against loss.

(See exhibit B.)

Financial Condition

accounts receivable

The reserve established against accounts and other
receivables is believed to be adequate to cover probable
losses. The major portion of the reserve of $16,760,000
reflected in the statement of financial condition for the
fiscal year 1945 represents loans and advances to four
Bolivian mineral producers. These loans and advances
were to be repaid over a period of time by application of
a part of the purchase price of minerals to be delivered to
the Company. The possibility of recovery on these
receivables appears to be very remote. In two mstances
the firms are in hquidation and the claims of preferred
creditors exceed the assets of the companies. In the
others there exists large clauns for damages as a result of

termination of the contracts.

INVENTORIES

The inventory for the critical and strategic supplies
program on June 30, 1945, amounted to $415,286,000.
However, $339,000,000 of this inventory represented
unbilled interagency sales to the Reconstruction Finance
Corporation which were applicable to the fiscal year end-
ing June 30, 1945, but which were not actually recorded
until the following fiscal year. By June 30, 1946, it is

expected that the inventory represented by this program
wiU be reduced to $750,000 with final liquidation occurring
in the following fiscal year. However, the program for

occupied countries by June 30, 1946, will resiilt in an
inventory of $40,320,500 which will increase to $124,320,-
000 by the end of the fiscal year 1947. These inventories
will be offset by an accounts payable to the War Depart-
ment as of these dates.

INVESTMENTS

The nature of the account titled. Joint account. United
Kingdom Commercial Corporation, has been discussed
under preclusive operations. Practically the entire sum
represents a loss to the Company and a reserve therefor
has been established.

Investment in development and procurement programs
represents the Company's investment in the abaca planta-
tions projects in Central America which have recently
been transferred to the Reconstruction Finance Corpora-
tion.

BORROWINGS FROM THE RECONSTRUCTION FINANCE
CORPORATION

During the fiscal year 1946, it is estimated that bor-
rowings from the Reconstruction Fmance Corporation
will be reduced by $96,011,000, and by $53,722,000 in

1947.

CAPITAL IMPAIRMENT

On June 30, 1945, this Company had a capital impair-
ment of $147,207,000. It is estimated that such impair-
ment will amoimt to $178,693,000 at June 30, 1946, and
$181,963,000 at June 30, 1947. Provision for the Com-
pany's operating deficit appears in the financial statement
of the Reconstruction Finance Corporation in the form of a
surplus reserve. Any action toward restoration of the
U. S. Commercial Company's impairment would conse-
quently be effected through the Reconstruction Finance
Corporation.
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Administrative Expenses

This Company does not have an administrative organ-
ization of its own, all work being performed by employees
of the Reconstruction Finance Corporation on a reim-
bursable basis.

For the fiscal year 1945 admmistrative expenses on a

cash basis as sho\vn on the statement of income and ex-

penses amounted to $4,884,437. Of this amount only
$3,702,905 was applicable to the fiscal year 1945, the
difference representing payments for expenses incm-red in

previous fiscal years. For the fiscal year 1946 it is

estimated on a cash basis that the Company will spend

$2,619,435 for administrative expenses and this will

decrease to $1,856,710 for the following year. This
decrease reflects the gradual curtailment of various pro-
grams in which the Company has been engaged, including
the transfer of certain development and procurement
programs to the Reconstruction Finance Corporation.
(See exhibit B and schedule B-2.)

Language

Language for the Company has been consolidated
with that of the Reconstruction Finance Corporation.
(See p. 173.)
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Exhibit A
COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

(Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated 1947, estimated

FUNDS APPLIED

To importation and sale of critical and strategic supplies program:

Purchases _ _

Less cost of sales

Increases or (decrease*) in inventory

Cost of goods simk by enemy action (less recoveries)

Expenditures reimbursed to other Government agencies as result of operation of contracts

assigned to USCC
Excess cost of transportation

To preclusive purchases program:

Joint account with United Kingdom Commercial Corp
Recoveries of prior expenditures' and direct expenses

$844, 223, 265

531,761,914

$382, 676, 914

797, 213, 114

$5, 025, 000

5, 775, 000

$312,461,351

5,071,997

$414,536,200

•109,443

293, 256

489,288

33, 042, 325

•3, 154, 129

23, 284, 768

661,475

To Philippine and South Pacific program:

Purchases in connection with Philippine program
Less cost of sales

Increase in Inventory

Expenditures in connection with South Pacific food production programs.

To commercial transactions for occupied countries:

Value of commodities to be received

Less value of commodities to be sold

47, 000, 000

46, 000, 000

1,000,000

1, 217, 087

61, 600, 000

21, 280, 000

Increase in inventory

Tj miscellaneous purposes:

Development, procurement programs

Advances to branch offices (net)..

Administrative expenses

Interest expense

Gain (or loss*) on exchange and discoimt.

Other

2, 337, 970

444,700

4, 884, 437

7. 522, 612

302, 435

•38, 598

•11,882,088

9, 2,52, 635

2. 619. 435

2, 384, 435

•259, 029

1,943.009

33, 000, 000

34, 000, 000

504, 000. 000

420, 000, 000

•23, 316, 563

1, 856, 710

1, 500, 000

n'o increase or (decrease^) working capital (see schedule A-1).

To borrowings from Reconstruction Finance Corporation

15, 453. 556

•283, 067, 562

794. 101, 336

4, 058, 397

216,064,470

842, 614, 100

Total funds applied.

FUNDS PROVIDED

By importation and sale of critical and strategic supplies program:

Sales -._ -

Less cost of sales

565, 290, 337

531, 761, 914

747, 263, 606

797, 213, 114

Gross profit (or loss') _

By preclusive purchase program, joint account with United Kingdom Commercial Corp.,

By Philippine and South Pacific programs:

Sales . _ _

Less cost of sales

33. 528, 423

2,112,255

•49. 959, 508

12,091,092

47, 000, 000

46, 000, 000

Gross profit

By commercial transactions for occupied countries:

Sales of commodities .".

Cost of sales

21, 280, 000

21, 280, 000

5, 026, 000

6, 775, 000

34, 826, 000

34, 000, 000

420. 000. 000

420, 000, 000

Gross profit

Commission on sales _

By miscellaneous sources:

Rental, interest, and other income

Sale of furniture and fixtures, net proceeds

By borrowings from Reconstruction Finance Corporation.

Total funds provided

766. 380

10, 692

839, 764, 368

3, 956, 387

19. 482

746,602,946
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Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSES
[Fiscal years ending June 30, 1945, 1946, and 1947]
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[As of June 30, 1944, 1945, 1946, and 1947]
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Schedule B-1

COST OF SALES

(Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated 1947, estimated

Critical and strategic supplies program;

Inventory at beginning of year

Purchases

Deduct inventory at end of year.

Cost of goods sold- —
Pliilippine and South Pacific program:

Inventory at beginning of year

Purchases

Deduct inventory at end of year.

Cost of goods sold

Commodities from occupied countries:

Inventory at beginning of year

Purchases

Deduct inventory at end of year-

Cost of goods sold.--

$102, 824, 848

844, 223, 265

$416, 286, 200

382,676,914

$947,048,113

415,286,199

$750, 000

6, 025, 000

$797, 963, 114

750, 000

1, 000, 000

33, 000, 000

47, 000, 000

1, 000, 000

40, 320, 000

504, 000, 000

61, 600, 000

40, 320, 000

544, 320, 000

124, 320, 000

Schedule B-2

ADMINISTRATIVE EXPENSES
[Fiscal years ending June 30, 1845, 1946, and 1947]

By accounts



166 THE BUDGET FOR FISCAL YEAR 1947—CORPORATION SUPPLEMENT

Schedule C-1

DETAIL OF INVENTORY AS OF JUNE 30, 1944 AND 1945, AND AS ESTIMATED IN TOTAL FOR FISCAL YEARS ENDING JUNE
30, 1946 AND 1947

Copper, refined, ores and concentrates..

Tin, refined, ores and concentrates

Foreign foodstuffs (New York office).-.

Lead, ores, and concentrates...

Burlap

Mica
Zinc, refined, ores and concentrates

Leather...

Mercury
Diamonds
Nickel

Bristles

Quartz

Sausage casings

Fibers, various .'

All others.-

Trade goods from occupied areas

Philippines and Southwest Pacific

i, 042, 219

:, 209, 131

, 449, 642

I, 619, 747

642, 475

264,506

1, 478, 182

,, 728, 453

!, 677, 326

!, 455, 884

25, 376

1, 193, 362

1, 908, 666

1, 789, 042

I, 341, 037

;, 246, 861

;, 241, 544

1, 224, 085

', 376, 552

1, 184, 444

, 668. 273

, 693, 009

,014,4

208,7

1, 435, C

40, 320, 000

1,000,000

Total..



WAR DAMAGE CORPORATION

Creation and Purpose

War Damage Corporation was created by the Recon-
struction Finance Corporation on December 13, 1941,

pursuant to section 5d of the Reconstruction Finance
Corporation Act, as amended (15 U. S. C. A., 606b).

The name of the Corporation (originally War Insurance

Corporation) was changed to War Damage Corporation,

pursuant to charter amendment, to conform with the

provisions of section 2 of the act approved March 27,

1942 (15 U. S. C. 606b-2). The affairs of the Corporation

are supervised by a board of directors appointed by
the board of directors of the Reconstruction Finance
Corporation.

The Corporation was created for the purpose of pro-

viding reasonable protection against loss of or damage to

tangible property, real or personal, resulting from enemy
attack, including any action taken by the military, naval,

or air forces of the United States in resisting enemy attack.

The Corporation may, under the act, insure property

situated in the United States (mcluding the several States

and the District of Columbia), the Philippine Islands, the

Canal Zone, and the Territories and possessions of the

United States. Prior to July 1, 1942, there was no charge

made for this insurance protection.

Pursuant to the act approved March 27, 1942, referred

to above, the Corporation established the terms and con-

ditions, including rates, under which the authorized pro-

tection was made available. Included in such terms and
conditions are such general exceptions as have been

deemed advisable. Because of the inaccessibility of cer-

tain areas which were in control of the enemy the premium
insurance program was not extended to the Philippines,

Guam, and Midway Islands when such program was
effected July 1, 1942. Following the liberation of such

areas war damage insurance was made available to a

limited extent.

Financial Organization

The Corporation has a total authorized capital stock

of $100,000,000 of which $1,000,000 has been issued and is

held by the Reconstruction Finance Corporation. Public

Law 506, approved March 27, 1942, provides that upon
the request of the Federal Loan Administrator with the

approval of the President the Reconstruction Finance
Corporation shall supplv additional funds of not to exceed

$1,000,000,000. The Board of Directors of the Recon-
struction Fmance Corporation has recently adopted the

practice of charging the Corporation 1 percent interest

on the funds invested in its capital stock. A statement of

condition of the Corporation is shown immediately follow-

ing the textual material. (See exhibit C.)

Analysis of Budget Program by Major Activities

All insurance under policies issued by the Corporation

will have expired on February 28, 1947, unless insurance

is purchased from the Corporation subsequent to February

28, 1946.

Insurance in effect on March 31, 1944, was extended
for an additional term of 12 months without payment of

premium or other charge in addition to that theretofore

paid . In a similar manner insurance in force on February
28, 1945, was extended for an additional term of 12

months without payment of premium or other charges
in addition to that theretofore paid.

In the absence of definitive action taken by Congress
transferring from War Damage Corporation responsi-

bility for settlement of Philippine claims, the estimates for

the Corporation must provide therefor. Senate Bill

1610 was approved by the Senate on December 5, 1945,

and, if it is approved by the House of Representatives

and the President, the War Damage Corporation will be
relieved of responsibility in connection with any claims

for Philippine property.

Actual operations for each program for the fiscal year

1945 and the estimated operations for the fiscal years 1946

and 1947 are shown in the statement of sources and appli-

cation of funds in the financial statements immediately

followmg the narrative. (See exhibit A.)

general program

To avoid the necessity for creating a complete govern-

mental orgiiiiization to handle the program, the Corpora-

tion enteretl into separate agreements with 546 fire insur-

ance companies pursuant to which such companies agreed

to act as fiduciary agents for the Corporation in receiving

applications and pi-cmiums, issuing policies, and other-

wise handluig the program. Undei- this arrangement the

Corporation has operated through approximately 1,450

established policy-issuing offices. The insurance agent or

Ijroker who subniits the applications receives a service fee

of 5 percent of the premium, with a'mmimum of $1 per

policy and a maximum of $1,000 per policy. The fidu-

ciary agent deducts from each premium collected a service

fee of 3% percent of the premium with a minimum of 50

cents per policy and a maxunum of $700 per policy.

The amount of the service fee is subject to adjustment,

since it is intended that such allowance shall cover without

profit the direct, actual, and necessary expenses of the fidu-

ciary agent in connection with its War Damage Corpora-

tion activities, exclusive of any expenses for executive

management or expenses normally incident to its regular

busmess. In effecting the adjustment of service fees to

the amount of actual expenses inciured, the amount re-

funded to War Damage Corporation by fiduciary agents

has been considerably m excess of the amount remibursed

to fiduciary agents for actual expenses. The fiduciary

agents have a 10 percent participating mterest in the oper-

ating profits or losses of the program, subject to a limit of

$20,000,000. Provision has been made in the budget esti-

mates for the fiscal year 1947 for the payment of this

amount to the participating insurance companies.

Premiums less returned premiums collected during the

fiscal year 1945 amounted to approximately $855,000. It

is estimated that such premiums for the fiscal year 1946

will amount to $113,000 and that there will be none for

the fiscal year 1947.

167
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Producers' commissions and fiduciary agents' fees for

the fiscal year 1945 amounted to approximately $71,000
and $20,000, respectively. It is estimated that such ex-

penses for the fiscal year 1946 will amount to $8,000 and
$14,000, respectively. It is anticipated that in the fiscal

year 1947 there will be no producers' commissions or
fiduciary agents' fees.

There was a decrease in the amount of insurance in force

under the general program during the fiscal year 1944
from approximatelv $137,000,000,000 to approximatelv
$114,000,000,000 and it is estimated that this figui-e will

remain constant until February 28, 1946. All insurance
in force at Februarj' 28, 1946, will expire durmg the year
beginning on that date.

The pohcies of insurance must be serviced by the Corpo-
ration during their extended life and the expense incident
thereto must be paid by the Corporation.
During the fiscal year 1945 there were approximately 86

claims filed, 46 paid, and 60 denied. There were in process
at June 30, 1945, some 137 claims. Over the past 2 fiscal

years 240 interim audits have been made of fiduciary
agents of which there are approximately 1,200 to be
audited. It is believed the chief auditor will have a larger

staff available for this work during the fiscal year 1947.

MONEY AND SECURITIES PROGRAM

Effective December 21, 1942, the Corporation made
available insurance on money and securities through the
facilities of 88 casualty and surety insurance companies
likewise acting as fiduciary agents of the War Damage
Corporation. The service fees and expense reimburse-
ment are the same as for the genei'al program, and the
participating companies have a similar 10 percent interest
in the operating profits or losses, subject to a limit of

$5,000,000. Provision has been made in the budget
estimates for the fiscal year 1947 for payment to the
participating insmance companies of their interest in
this program which amounts to $90,000.
Premiums less returned premiums collected during the

fiscal year 1945 am6unted to approximately $9,000. It is

estimated that such premiums for the fiscal year 1946 will

amount to only $100 and that there will be none for
the fiscal year 1947.

Producers' commissions and fiduciary agents' fees for
the fiscal year 1945 amounted to $400 and $3,700, respec-
tively. It is estimated that such expenses for the fiscal

year 1946 will amount to $6,500 on fiduciary fees and none
on producers' commissions. It is anticipated that for the
fiscal year 1947 there will be no producers' commissions
or fiduciary agents' fees.

All insurance in force under this program will expire
during the year beginning February 28, 1946, in the same
manner as the insurance under the general program.

GLASS REINSURANCE PROGRAM

This program terminated October 1, 1945, and, inas-
much as there were no losses sustained under this program,
the Corporation paid approximately $15,000 to the in-

surance companies participating, which was the amount
of their agreed 10 percent participation.

PREPOLICY PROGRAM

Pursuant to the provisions of the above-mentioned act
approved March 27, 1942, War Damage Corporation
was also authorized to compensate for loss or damage to
property sustained during the period from December 6,

1941, to July 1, 1942, without premium or other charge,
subject to the lunitations prescribed in the act. The
Corporation has investigated and adjusted claims for
losses sustained din-ing this period as a result of enemy
attack or action of the military, naval, or air forces of
thellnited States in resisting enemy attack in theHawaiian
Islands, Alaska, and certain other areas within the geo-
graphical purview of the act. Practically all of the Ha-
waiian eligible claims have been paid. The Alaskan and
Wake Island claims are in process of adjustment and pay-
ment, as are certain other claims. As of June 30, 1945,
$327,500 had been paid to compensate for losses sustained
durmg the period from December 6, 1941, to July 1, 1942.
Such claims are paid from the funds originally made
available to the War Damage Corporation by the Re-
construction Fmance Corporation and not from premium
collections.

During the fiscal year 1945 there were approximately
254 claims filed, 37 paid, and 8 denied. There were on
file at June 30, 1945, some 716 claims including over 600
for damages in the Philippines and Guam.
The special investigating mission sent to the Philip-

pines by the War Damage Corporation has reported that
its survey indicates total loss to private, public, and church
properties approximates $800,000,000 and that there will

be about 750,000 claims. This is the loss for the period
December 7, 1941, to the end of the war. Loss previous
to July 1, 1942, was estimated to be about $305,000,000.

Provision has been made in the budget estimates for

pavment of such claims in the amount of $10,000,000
and $60,000,000 during the fiscal years 1946 and 1947,
respectively, which will not be needed if Senate bill 1610,
referred to imder analysis of budget program by major
activities, becomes law.

ADJUSTMENT OF CLAIMS

In the adjustment of claims under the free or prepolicy
program, as well as under the policy program, the Cor-
poration has used the personnel and facilities of Fire
Companies' Adjustment Bureau, Inc., Western Adjust-
ment and Inspection Company, and Underwriters Ad-
justing Company. These companies have offices operat-
ing as Claims Service Offices of War Damage Corporation
in approximately 400 cities in the United States. Under
contract with this Corporation, the services of their

investigators and adjusters are made available to this

Corporation on a cost basis, subject to audit by the
Corporation.

Operating Results

During the fiscal year 1945 the Corporation's net income
amounted to $2,557,000. It consisted prmcipally of

interest paid by the Reconstruction Finance Corporation
on deposits of the War Damage Corporation. In the
fiscal year 1946 the Corporation expects to realize a net
profit of $1,704,000 before deduction of claims paid
under its prepolicy program in the amount of $10,000,000.
After adjusting for these claims the Corporation will

sustam a net loss for the year of $8,296,000. During the
fiscal year 1947 provision has been made for the payment
of $60,000,000 additional claims under its prepolicy
program and $20,090,000 for settlement with fiduciary

agents participating in the general insurance and money
and securities programs which accounts for the loss of

$79,290,000 shown in the statement of income and
expenses.

In connection with the claims paid under the prepolicy
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program as shown in the statement of income and ex-

penses attention is called to the sale of $10,000,000 of

capital stock to the Reconstruction Finance Corporation
in 1946 and $61,000,000 in 1947 which is to provide the
funds for the settlement of these claims and payment of

applicable expenses. (See exhibits A and C.)

Financial Condition

This Corporation's assets consist primarily of cash which
it has on deposit with the Reconstruction Finance Cor-
poration. All of these funds are being held in reserve
until settlement is finally effected with the fiduciary
agents and claimants under the respective insurance
programs. Upon the settlement of such accounts it is

anticipated that the Corporation wiU be liquidated.

Administrative Expenses

The supervisory, financial, auditing, and other admin-
istrative work necessary to conducting the affahs of this

Corporation are performed by employees of the Recon-
struction Finance Corporation since the War Damage
Corporation does not have an administrative organization
of its own. For the fiscal year 1945 administrative ex-

penses on a cash basis as shown in the statement of income
and expenses amounted to $427,367. Of this amount
only $395,860 was applicable to the fiscal year 1945, the
difference representing payments for expenses incurred in
previous fiscal years. It is estimated on a cash basis that
its administrative expenses for the fiscal year 1946 will

amount to $542,728 and for the fiscal year 1947 $850,000.
There is included in this latter sum expenses m the amount
of $279,000 covering estimated administrative expenses of

settling war damage claims in the Philippine Islands.
The remaining administrative expenses of the Corpo-
ration will be substantially higher than for the fiscal year
1946 because of the large number of audits that must be
made of the accounts of fiduciary agents preparatory to
payment of the fiduciary agents' participatmg interest in

the operating profits or losses of the general program.
(For further details see statement of income and expense,
exhibit B, and schedule B-1.)

Language

Language covering this Corporation is included with
that of the Reconstruction Finance Corporation. (See

p. 173.)
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Exhibit A
COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated 1947, estimated

FUNDS APPUED
To general program;

Producers' commissions...

Fiduciary agents' fees

Administrative expense. ..

Claims paid. --

Investigation expense

Payments to participants.

To money and securities program:

Producers' commissions

Fiduciary agents' fees

Administrative expense

Payments to participants

To prepolicy program:

Claims paid

Administrative expense.

Investigatlon expense..

-

Interest expense.

To glass reinsurance program:

Payments to participants.

.

To increase (or decrease') '

Total funds applied .

.

rking capital. (See schedule A-1).

FUNDS PROVIDED
By general program:

Premiums collected

Less returned premiums.

Interest earned

Miscellaneous income.

Total general program..

By money and secorities program:

Premiums collected

Less return premiums

Interest earned..

Total money and securities program..

By prepolicy program:

Sale of capital stock to RFC
By glass reinsurance program:

Interest earned

Total funds provided..

$71. 187

20, 446

417, 986

10, 747

4,071

13,500

393, 822

39,600

4,000

16. 176

9,191

4,277

10, 000, 000

148, 360

53, 700

20,000

1, 097, 925

251, 40<)

846, 525

2, 249, 388

13, 276

4,511

60, 000, 000

279, 000

200, 000

350, 000

14, 679

1,704,036

184, 986

72, 233

112, 753

2, 283, 300

100

9,000

9,100

10, 000, OOO

1,400

12, 406, 553

8,650

8,650

61,000,000

1,360

63, 200, 600



WAR DAMAGE CORPORATION 171

Exhibit B
COMPARATIVE STATEMENT OF INCOME AND EXPENSES

[Fiscal years ending June 30, 1945, 1946, and 1947]

Operating income:

Premiums collected

Less returned premiums.

Net premiums collected-

Interest income

Total operating income. _

Operating expenses:

Producers' commissions

Fiduciary agents fees..

.Administrative expense

Claims paid

Loss investigation expense.

Payments to participants..

Interest expense

Total operating expense-

Net operating income (or loss*)

.

Nonoperating income:

Miscellaneous

Net income (or loss*) for the year..

1945, actual

$1,111,201

255,911

$855, 290

2, 259, 821

71, 589

24,211

427, 3B7

26, 922

8,347

1946, estimated

$185, 326

72, 473

$112,853

2, 293, 700

7,810

20,000

542,728

10, 039, 600

57,700

14, 679

20, 000

$850, 00()

60, 000, OOO

200, 000

20, 090, 270

350,000

ANALYSIS OF EARNED SURPLUS

Balance reserved for payment of claims, participants interests, etc., at beginning of fiscal year..
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Schedule A-1

CHANGES IN WORKING CAPITAL

[Fiscal years ending June 30, 1945, 1946, and 1947]

Current assets (increase or decrease*) :

Cash on deposit - --

Accounts receivable --- ---

Accrued interest receivable

Advances to fiduciary agents

Current liabilities (increase* or decrease):

Accrued interest payable,.

Accounts payable - —
Liability for deposit premiums

Suspended credits and unallocated receipts..

Increase in working capital..

Decrease in working capital.

:, 669, 190

7,135

13,292

•6,871

•33, 407

9,447

•2,092

2, 656, 694

1946, estimated

$1, 715, 603

•7,236

18, 666

•8,233

•20,000

•9, 321

1947, estimated

•$17, 820, 348

•91, 800

•360, 000

•27, 272

Schedule B-1

ADMINISTRATIVE EXPENSES

[Fiscal years ending June 30, 1945, 1946, and 1947]

By accounts



LANGUAGE FOR THE RECONSTRUCTION FINANCE CORPORATION AND ITS SUBSIDIARIES

[Rubber Development Corporation, administrative expenses:
Not to exceed $1,201,500 of the funds of the Rubber Development
Corporation shall be available during the fiscal j-ear 1946 for the
administrative expenses of said Corporation, including rent in the
District of Columbia; travel expenses, in accordance with the
Standardized Government Travel Regulations and the Act of June
3, 1926, as amended (5 U. S. C. 821-833); printing and binding;
and not to exceed $250 for periodicals and newspapers: Provided,
That expenses incurred (1) for services performed within the limits

of continental United States on a force account, contract, or fee

basis, (2) for services performed and commodities acquired outside
such limits, and (3) for the procurement of supplies and equipment
to be used outside such limits in connection with the production,
acquisition, protection, operation, maintenance, improvement, or
disposition of real or personal property belonging to said Corpora-
tion, shall be considered as nonadministrative expenses for the
purposes hereof: Provided further, That sections 103 and 104 of the
National War Agencies Appropriation Act, 1946, shall have no
application to the funds authorized to be expended in this para-
graph.] {Act of July 5, 1945, Public Law 132.)

Note.—Public Law 301, approved Feb. 18, 1946, rescinded $249,500 of this authoriza-
tion and an additional rescission of $102,000 has been recommended to the Congress.
(H. Doc. 394).

[U. S. Commercial Company, administrative expenses: Not
to exceed $3,129,600 of the funds of the U. S. Commercial Company
shall be available during the fiscal year 1946 for the administrative
expenses of said Company, including rent in the District of Colum-
bia; and printing and binding: Provided, That all necessary expenses
(including services performed on a force account, contract, or fee

basis, but not including other personal services except those which
the Company's prescribed accounting system requires to be charged
to the cost of a commodity or project) in connection with the
acquisition, protection, operation, maintenance, improvement, or
disposition of real or personal property belonging to said Company
or in which it has an interest, shall be considered as nonadmin-
istrative expen.ses for the purposes hereof: Provided further, Tliat

sections 103 and 104 of the ^iational War Agencies Appropriation
Act, 1946, shall have no application to the funds authorized to be
expended in this paragraph.]

[Those general ijrovisions in the National War Agency Appro-
priation Act, 1946, applicable to the constituent agencies of the
Ofl!ice for Emergency Management, and those general provisions in

such Act generally applicable to all agencies in such Act, are hereby
made applicable to the same extent, except as otherwise provided,
to the foregoing appropriations or paragraphs in this Act under the
Office for Emergency Management.] {Act of July 5, 1945, Public
Law 132.)

Note.—A rescission of $110,000 of this authorization has been recommended to the
Congress. (H. Doc. 394.) In addition $27.5,000 of the authorization was transferred to the
Commodity Credit Corporation pursuant to Executive Order 9630, dated Sept. 27, 1945.

[Not to exceed $33,000,000 of the funds of the Reconstruction
Finance Corporation, established by the Act of January 22, 1932
(47 Stat. 5), .shall be available during the fiscal j'ear 1946 for its

administrative expenses and the administrative expenses of Defense
Plant Corporation, Defense Supplies Corporation, Disaster Loan
Corporation, Federal National Mortgage Association, Metals
Reserve Company, The RFC Mortgage Company, Rubber Reserve
Company, and War Damage Corporation, including personal
services in the District of Columbia and elsewhere; maintenance and
operation of aircraft; travel expenses, in accordance with the
Standardized Government Travel Regulations and the Act of

June 3, 1926, as amended (5 U. S. C. 821-833); printing and bind-
ing; lawbooks, books of reference, and not to exceed $1,700 for

periodicals and newspapers; rent in the District of Columbia; use
of the services and facilities of the Federal Reserve banks; and not
to exceed $131,250 for deposit in the general fund of the Treasury
for cost of penalty mail as required by section 2 of the Act of June 28,
1944 (Public Law 364) : Provided, That all necessary expen.ses
(including services performed on a force account, contract, or fee

basis, but not including other personal services except those which
the corporations' prescribed accounting system requires to be
capitalized) in connection with the acquisition, protection, opera-
tion, maintenance, improvement, or disposition of real or personal
property belonging to said corporations, or in which they have an
interest, including expenses of collections of pledged collateral, shall

be considered as nonadministrative expenses for the purposes
hereof: Provided further. That notwithstanding any other provisions
of this Act, except for the limitations in amounts hereinbefore
specified, and the restrictions in respect to travel expenses, the
administrative expenses and other obligations of the corporations
shall be incurred, allowed, and paid in accordance with the pro-
visions of said Act of Januarv 22, 1932, as amended.] (Act of
May 21, 1945, Public Law 61.)

[Administrative expenses: For an additional amount, fiscal year
1946, for "Administrative expenses", $5,500,000, payable from the
funds of the Corporation: Provided, That none of the funds avail-

able under this head for administrative expenses shall be used in

paying the salary of any person engaged in making or processing
loans in excess of $500,000 to any State, any subdivision thereof,

any municipality therein, or any public authority, for construction
purposes, unless in pursuance of a specific authorization, except,
however, that this provision shall not apjily to any application or
loan approved or made prior to December 15, 1945.] {Act of
Dec. 28, 1945, Public Law 269.)

3,000,000 of this authorization has been recommended to the

The types of programs set forth in the 1947 budgets of the Recon-
struction Finance Corporation, Federal National Mortgage Associa-
tion, The RFC Mortgage Company, Rubber Development Corporation,
U. S. Commercial Company, and the War Damage Corporation,
within the funds available to them, are approved: Provided, That not

to exceed $37,553,000 of such funds of the Reconstruction Finance
Corporation shall be available for their administrative expenses {as

shoivn in their respective statements of income and expenses), which
shall be on a cash basis, classified in a manner consistent with prior

years, and shall be exclusive of interest paid, depreciation, and properly
capitalized expenditures: Provided further. That notwithstanding any
other provisions of this Act, except for the limitation hereinbefore

specified, the administrative expenses, and other obligations of the

corporations shall be incurred, allowed, and paid in accordance with

the provisions of the Act of January 22, 1932 (47 Stat. 5-12), as

amended. (Act of Dec. 6, 1945, Public Law 24S.)

By accounts
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PXRSONAI. SKEVICEa, DEPAETMENTAL—COD.

Executive order grades—Continued
Grade 19. Rate over $S,86l)—Continued
Chief of section
Advisory engineer
Assistant ciiief of section--
Assistant chief engineer-
Chemical engineer
Assistant chief railroad counsel- -

Administrative head auditor
Executive officer---

Superintendent of maintenance
Assistant distributing agent
Secretary (SWPC)

Grade 18. Rate of $8,760:
Assistant secretary
Deputy director
Assistant director _-.

Medical director -.

Counsel
Administrative assistant

Technical assistant
Administrative officer

Special representative
Chief of division
Assistant chief of division-
Chief of section
Industrial analyst
Advisory engineer
Consulting engineer _.

Supervising engineer
Associate engineer
Assistant chief engineer

—

Traffic manager
Examiner

2.4 $21,094
0.'. .000
1.6 13.689
4 32. 2.50

0. 1 1, 122

0.8 7,135
1.3 11,025
0.1 325
0.8 7,866

0. 1 302
1.2 8,979
9. 8 69, 314

20.8
152, 849

2.4 17,153
0. 6 4, 947

5. 4 39, 689

7.4 61,300
0.1 291

2.3 16.832
0. 2 1, 666
1. 7 13, 586
1 7, 104

1 7, 450

Supervising cost accountant
Head cost accountant
Accountant
Administrative head auditor
Principal head auditor
Principal head fiscal accountant.
Senior head fiscal accountant
Chief procurement oflBcer

Senior division engineer
Principal engineer
Head engineer^
Technical consultant
Principal chemist
Pilot —
Negotiator
Economic analyst -

Purchasing specialist—rubber
Assistant chief of section
Assistant distributing agent
Head field technician
Senior field technician..
Distribution specialist

Assistant procurement officer

Accounting assistant—
Assistant special representative..
Principal secretary clerk

Chief legal examiner...
Grade 17. Rate of $8,000:

Deputy director-
Assistant director. -.

Assistant general counsel
Counsel

Administrative assistant.

Technical assistant
Assistant to president (USCC)
Special assistant
Special assistant to vice president
(USCC)

Territorial assistant
Chief procurement officer-. ,

Assistant procurement officer

Deputy assistant treasurer
Special representative
Field representative
Negotiator.
Assistant negotiator
Investigator
Assistant chief of division.
Chief of section
Assistant acting chief of division
Assistant chief of section
Industrial analyst
Research analyst
Manager
Mineral specialist

Marketing analyst
Technical consultant
Production specialist

Rubber specialst
Information specialist

Distributing specialist

Commodity marketing specialist

.

Marketing specialist-

Commodity specialist

Assistant traffic manager..
Head field technician
Principal chemist
Chief engineer -.

1.2 8.137
0. 3 1, 875

14.1
102.811

0.6 4,375
0.4 2,817

1.2 8,250

1 7, 000
1 6. 750

0. 5 3. 400
5. 3 36. 608
0. 7 5. 533

0.9 6.416
1.

1

8. 172

1.8 13,218

0.

4

3. 033
0.8 5.541

1.2 8,703
0.8 6.000
0.

9

6, 646

0.3 1,716
7,000

0.1 875
0.3 2,333
0. 9 6. 125

0.2 1,018

Man-
years Amount

2 $19,012
1 9,013
1 9,012
2 18,025

0. 4 2, 223

29.4
185, 004

27.4
173. 094

2. 1 13, 199

1 6, 500

0.9 5,431

1.9 12,612
1.5 9,985

10.7 68,803
2 11,708
0.3 1,607
6. 5 36, 708
5. 5 35, 975

1. 1 7, 258
1.1 6,831
1 6,500
1 6,250

26.5
168, 7.50

0. 2 1, 137

1.4 8,865
0.8 6,083

0.8 6,344

1.3 8,107
1.8 11,624

23.6
152, 666

0.3 1,575

0.8 6,084

84,422

2 17, 500

5. 4 47, 377
8. 4 73. 3.54

0.9 8.021
2. 7 23, 357

17.290
8. 225
8,172
8,750
8,750
8.226

208, 333
3. 8 27, 328
1 7, 175

0.3 2,153

11

0.8 6,250
2.6 19,704
2.

5

17, 879
79, 370

1 7, 176

1 7, 175

4. 5 32, 135

1.9 12,815
0.8 6.2.50

3 22, 260

8 65, 195

1 7, 175

1 7, 405
0. 7 6, 410
1.3 9,256
1 7, 962
2 14,612

11.6

• $25,968
9,013
9,012

18, 025

25, 966
0.5 4,375
1. 6 13, 125

2 17, 500
8. 6 74, 375
1 8, 760
2.3 18,853

8.750
8,750
8,225

0. 3 2. 108

2 17. 500

3 25. 880
0.6 4.165
1 8, 225

1 7, 438
1 6,720
25.2

185, 005
17.2

128, 863

2. 5 17, 963
1 7, 175

0.5 3,586

1 7, 175

0. 3 2, 188

0.3 1,925
1 7, 500
2 14, 938
2 14, 303

6 42, 870
1 7, 176

1 7, 599
4 28, 70S
2.5 18,069
1 8.000
3 22, 654

2 14, 350

1 7, 175

1 7, 740
2 14, 427

1.8 12,887
0.2 1.891
1 7,306

36, 137

I 7,297
0.2 1,891
1 8. 000
1 8,000

PERSONAL SERVICES, DEPARTMENTAL—COn.

Executive order grades—Continued
Grade 17. P ate of $8,000—Continued
Head engineer
Principal engineer

Senior engineer
Senior division engineer...
Assistant chief engineer....
Assistant budget director..

Industrial engineer
Chemical engineer
Materials engineer
Utilities engineer
Engineer
Examiner

Assistant distributing agent
Resident agent
.Assistant chief accountant
Principal accountant
Cost accountant
Principal head auditor _._

Senior head auditor
Head auditor.
Principal head fiscal accountant
Senior head fiscal accountant
Chief fiscal accountant
Regional supervisor
Assistant special representative
Senior field technician
Chief construction engineer..
Pilot
Chief clerk and building superintend-
ent

Head accountant
Consulting cost accountant
Principal field representative
Industrial specialist—
Administrative officer...

Supervisor of maintenance
Finance analyst
Navigator
Technologist
Chief technician
Field technician
Associate field technician
Assistant head cost accountant
Assistant accountant
Senior fiscal accountant
Accounting assistant.

Deputy chief of division
Comptroller

Grade 16. Rate of $6,660:

Counsel

8.4 $65,643
42.9

267, 351

0.4 2.135
0. 8 4. 839
1 6, 400

167, 929
0. 2 1, 083
0. 8 5. 166

1 6,200
0.3 1.625
3. 5 21, 850
0.5 3,358

0.1 850

Administrative assistant.

Technical assistant

Special assistant
Trafhc assistant

Budget officer..

Deputy assistant treasurer

—

Special representative
Assistant manager
Principal field representative.
Field representative
Chief clerk
Assistant negotiator
Attorney.
Investigator
Appraiser
Chief of section
Assistant chief of section
Industrial analyst
Analyst
Commodity analyst...
Market analyst
Finance analyst
Commercial analyst
Special engineering analyst...
Marketing specialist...

Mineral specialist

Information specialist

Commodity specialist

Senior field technician
Head field technician
Field technician
Head safety technician
Safety technician
Senior rubber inspector
Principal engineer

Senior engineer

Chemical engineer..
Industrial engineer.
Electrical engineer..
Control engineer

—

Engineer
Engineer examiner..
Examiner

0.8 4.500
0.4 2,708
2. 2 12. 979
1.

1

7, 380
0.8 4,875
0.7 4,189
0.6 3.250

0.1 666

0. 3 2, 167

0.6 3.812
0.5 3.324

19.8
109,371

41.4
232,230

3.3 18.393
0.6 3.208
0.5 2,475

1.3 7,407
1 5, 200
0.4 2,600
2. 6 13, 894

1 6, 400
1 5. 442
2.1 11,367
6. 2 34, 018
1 5, 726

. Resident agent
Head accountant
Cost accountant
Accountant
Senior head auditor..

Head auditor

2. 5 13, 927
2 11,462
0.3 1,832
0. 8 4, 482
6.1 30,268
0. 4 2, 456

13. 1 75, 016
7. 9 43, 978
0.5 2,704
3. 9 20, 176

0.7 3,633
1.8 9,639

17.6
99, 710

68.4
311,607

1.2 6,620
0. 3 1, 460
0.4 2,147

10 $74,661
14.3

100. 694
2 13. 930
1 7.500
2 15, 565

,280

4 22, 081
1 6, 200

27.8
166, 540

2 11,200
4. 5 25, 607

16. 6 87, 962

2.2 11,948
8.1 43,685

1 7. 636

1 6. 913
16.5

151.341
1 7. 910
1 7. 280
1 6.650
2 14. 3.50

2 14. 193
1.7 12.935
9. 7 69. 4.53

1 6, 755

2. 6 18, 520

2.3 16,447

1 7, 123

0.8 5,775
1.3 8,877
2 14, 560
1.5 11,865

30.5
194, 928

20.5
128, 861

4. 3 26, 503

1 6, 020
0.5 3.325
0. 9 5. 770
1 6, 510

1 6, 230

2 13, 300
4 25, 760

1 6,020
1.6 9,765
2.3 14,329

0.7 4,876
2 12, 670

1 6.230
1.6 9,345

1 fi.440
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PEE30NAL SKBVICK3, DKPABTMKNTAL—COn.

Executive order Rrades—Continued
Grade 16. Rate of $6,6fl0— Continued

Principal head fiscal accountant
Chief fiscal accountant—
Head fiscal accountant-..
Fiscal accountant
Senior construction supervisor.
Construction supervisor
Assistant to general counsel .--

Accountant comptroller
Senior head fiscal accountant
Senior technologist...
Superintendent, marine equipment....
Construction foreman
Rubber consultant
Principal construction supervisor
Supervising engineer
Senior industrial specialist

Equipment specialist

Productionspecialist
Placement supervisor
Assistant chief accountant
Principal accountant.
Rubber goods specialist -

Senior architectural engineer
RulDber inspector .-

Resident supervisor—
Senior engineering analyst
Resident chemist
Airline engineer.
Flight superintendent
Senior aviation mechanic ....

Senior supervising engineer.
Senior division engineer
Assistant chief of division...

Chief engineer
Chief mechanic
Clerk of board (SWPC)
Assistant comptroller.
Loan analyst
Statistician
Industrial economist .-

Production engineer
Grade 15. Rate of $6,800:

Deputy assistant treasurer
Counsel-.

Administrative assistant

Principal technical assistant.

Technical assistant
Senior traffic assistant
Liaison representative
Special representative
Assistant chief of division
Field representative
Sales representative i...

Attorney
Investigator
Statistician
Chief of section ,

.Assistant chief of section
Administrative analyst
Industrial analyst
Commercial analyst
Finance analyst..
Business analyst
Senior engineering analyst..

-

Trade analyst
Patent analyst
Project analyst
Transportation specialist

Traffic specialist

Commodity specialist . _

Assistant specialist

Field technician
Safety technician
Fire protection technician...
Senior rubber inspector
Rubber inspector
Head engineer
Principal engineer..
Senior supervising engineer..
Resident engineer.-
Supervising engineer
Senior electrical engineer
Senior mechanical engineer..
Senior engineer

Area control engineer.
Control engineer
Engineer
Engineer examiner
Senior examiner
Examiner

Head accountant.
Cost accountant..
Accountant
Head auditor

Principal auditor
Assistant auditor
Head fiscal accountant
Principal fiscal accountant
Fiscal accountant ,

Unit supervisor ^
Principal construction supervisor..

O.I

1.3 7,145
0.8 4,503
2,1 11,358
2 12,000
0.8 4,050
I 6, 681

1. 8 10, 387

5,175

0.9 5,067
0. 3 1, 350
1.7 8,767
0.6 3,451
0.7 3,765
0.2
0.1

5,200
0.2 1,250
0. 3 1, 400

0,5 2,919
0.

1

138

1 6,200
1.1 6,864
0.5 2,567
1 6, 800
0.9 6,133

7.4
37,884

29.2
141, 475

0.6 2,300
3.1 14,696

4,900

3.6 16,905
2.5 11,702
2 9, 682
7. 5 37, 425
1 4, 821

7 34, 300

6. 5 32, 675
0.8 4,000
0.5 2.500
16.8 81,327

2.6 12,113
0.7 3,067
1.8 8,241

0.4 1,950
15.9 72,061
0. 6 2, 824
1 4, 933

4. 6 20, 903
4. 8 22, 755
3.1 14,946

24.7
119,461

2.1 10,494
12. I 59, 237
3.8 17,197

23.2
111,609

6 27,764

0. 7 $4, 615

1.6 9,030
0. 3 1, 658

2 12, 040
0.3 1,662
0. 3 1, 606

1.2 8,313
0.5 3,010
I 6,020
0.8 4,515
0.6 3,167
0. 3 1, 662

Man-
yearsAmount

0. 5 $3, 010
0.5 3,326
2. 6 16, 128

0.3 1,505
2 12,040
1 6, 230

0.3 1,932
0.3 1,932
0.3 1,932

0.3 1,400
18.6

105,663
25.8

140, 875
1.7 8,848
6. 3 28, 330
1.5 8,070
1 5,600
0.5 2,900
1 6, 180

2. 3 12, 178

1 5,285
4. 5 24, 539
1 5,800
1 5, 180

8. 6 45, 467
3 15,960
0. 3 I, 295
1 5. 390
1.4 7,340
1 5, 285
1 6, 180

2 11,190
1 6, 180
0.3 1,450
1 5, 180

1 6, 390
1 5, 600
7. 5 38, 850

11.3 61,355
1 5, 495
0.5 2,900
1 .5, 800
2 11, 400
1 6, 180

2 10, 885
1 6, 490

15.2 81,175
1 6, 180
1 5, 600

162.6
879, 640

2 10,780
6. 8 36, 258
7. 7 42, 672
2 10, 780
1.3 7,147

25.6
141, 277

1 6, 600
17 95,013
3.3 17,617

54.7
301,712

11.7 62,435
3 15,640
2. 5 14, 398
1 5, 495
0.7 4,043
4.8 26,610
1 6,390

1 6, 440
1 6, 440
0.5 3.115

1 6, 440
1 6, 440
1 6,440

15.2
86, 866

16.1
86, 434

2 10, 570

6. 5 29, 777

2 10, 760

I 5, 600
0.6 2,690
1 5, 180

2 10, 913
1 5.285
8 43, 70fi

0.5 2,900
1 5,180
6. 3 32, 690
4 21,760
0.7 3,885
1 6, 390
1 5, 180

1 6, 390
1 6, ISO

2 11,190
1 5.180
1 5.800
1 5, 180

1.5 8,085
0.3 1.400'

4.5 23,310
0.8 3,825
1.5 7,870
0.5 2.900
1.5 8.700
1 5, 800
2 11,400
0.7 3,885
2 10. 885

I, 685

8.

2

44, 200
1 5, ISO

1 5, 600
71.2

386, 265
2 10, 780
4.

3

22, 700
6 32, 554
2 10, 780
1 5, 800
18.8

103, 554
2 11,200
7. 2 40, 503
2 10, 885

74
412,837

10 51,950
4 20, 720
3. 7 20, 650
4. 8 26, 306
0.7 4,043
5 27,392
1 5, 390

PERSONAL SEBVICEa, DEPARTMENTAL—COD.

Executive order grades—Continued
Grade 15. Rate of $5,800—Continued
Senior construction supervisor.
Construction supervisor
Technical supervisor
Freight traffic supervisor
Supervising clerk

Flight radio operator
Senior aviation mechanic
Information specialist

Commodity analyst.
Chief clerk
Senior field technician
Rubber technician
Transport officer

Senior buyer
Commereiai officer

Chemical engineer
Flight engineer.
Senior fi.scal accounting clerk

Copilot
Construction .superintendent
Construction foreman
Head waiehouseman
Senior technologist

It chief clerk.
Special i

r head fiscal accounting clerk...

.\s9i.'it ant negotiator
Division supervisor
Construction analyst
Rubber goods specialist

Assistant fiiiance officer

Grade superintendent
Senior chemical onirineer

Prociu*ement analyst
Chief communications engineer
Senior research analyst
Statistical analyst
Cost analyst -.

Senior materials engineer
Principal accountant
Chief mechanic
Master mechanic
Mechanic. •

Chief of branch.
Placement supervisor
Fiscal analyst...

Grade 14. Rate of $5,100:

Administrative assistant

Principal technical assistant

Senior technical assistant

Technical assistant

Traffic assistant

Special representative.
Field representative
Attorney..
Statistician
Chief of section..
.\ssistant chief of section
Traffic advisor.
Administrative analyst
Inventory control analyst
Cost analyst
Engineering analyst
Commercial analyst
Analyst .-

Traffic specialist

Assistant transportation specialist-

Safety technician
Fire protection technician
Supervising engineer

Division engineer--.
Senior engineer
Chemical engineer-.
Control engineer-—.
Engineer

Rate examiner
Examiner
Junior fiscal accountant..
Principal accountant
Chief accountant
Cost accountant..
Accountant
Principal auditor

Man- Man-
years Amount years Amount

Principal fiscal accountant..
Head fiscal accountant
Senior fiscal accountant
Fiscal accountant
Unit head
Assistant unit head
Unit supervisor
Budget analyst
Construction supervisor

Aircraft supervisor...
Training supervisor.
Supervising clerk

Secretarial clerk

Assistant chief rate clerk..

Clerk
Secretary.
Grade operator
Senior traffic as,sistant

Industrial analyst

2.3 $10,804

15.5 71,642
1. 4 6, 796

0.9 4,463

1 5, 200
5.5 27,700
5.6 27,660
9.2 45,700
0.

9

4, 321

4,217
14, 533
4,481
2,600

$22, 580

66, 658
5.286

I 2, 795
5,495

10, 360
5,390

; 2, 800
4, 035
5,705
5,8

i 8, 700
6,180
5, 180

) 12. 950
j 2, 590
) 8, 080

6,180
I 9, 433
i 4, 042
i 1,348

5,180
5 2, 695

2,083
3,958
2,368

1.8

1,554
1,617
9,613

13.2 66,316
3 14, 482

6 29, 494

3.5 17,240
1 5, 100

2. 1 9, 462
14.8 6.=i,343

1. 1 4, 749

0. 7 3, 825
29.7 150,243
0. 7 3. 826

1,283
1,854
2,625

D. 5 2, 250

. 1 4, 650

. 8 3, 538
229.9

975, 097

0. 9 3, 983
1 4.400
0. 6 2. 275
13.6 56,864
22.7

95, 762
0. 7 3, 100

1(1. 1 69, 916

4,960
4.740
4,625

0. 5 2, 445
1. 5 7, 650
1 6, 100

235
1, 143,693

1 4, 960
2. 5 12, 650

2 9, 570
16.7 80,607
64.9

263, 866
1 6, 100

11 65,333
1.5 7,020

4,740

296, 433
6. 8 28, 388
5.3 22,982

379, 345
13.1 63.983
4.3 21.271
2 9, 360
1 4, 960
2.7 1.3,431

2 9, 425
3 14, 817

4.500
3,052
4.200
7,000
3,725

$16,935
36, 906

i 8, 032
6,590
6,495

! 1,295
( 1,347

6,180
5,180
5,180

1 6,100
2. 6 11, 575
1 4, 960

0. 5 2, 370

1 5, 180
1 6, 390
4 21, 035

11.8 58,668
3 14, 678
.5.7 28,256

172, 832
5,100
4,960
9,950
4,740

1 1,222
4,850
4,960
4,740
4,730
4,300
4,680

) 2, 445
i 7, 660
) 2, 560

0. 7 3, 720
6 30, 060
3 13, 860
13.8 66,668
41.8

202,261
1 5,100
10.2 61,008

"i 4,"746

2 9, 780
4.8 23,228
3.3 15,875

149
756, 283

11.7 56,556
6.7 34,020
5. 5 25, 740
2.2 10,518
4.5 21,614
3 14, 110

66, 525

4,630
5,100
2,445
6,100
13,R90

1,240
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PERSONAL SERVICES, DEPARTMENTAL—COD.

Executive order grades—Continued
Grade 14. Rate of $5,100—Continued
Commodity analyst
Patent analyst -.

Procurement analyst
Market analyst
Field technician
Associate field technician
Communication engineer
Flight engineer __

Assistant warehousing specialist

Aircraft inspector
Technical supervisor
Freight traffic supervisor
Inventory control supervisor
Superintendent of construction
Superintendent of supplies -_ _-.

Superintendent of property
Flight superintendent
Equipment operator
Aircraft mechanic
Chief shop mechanic.
Chief airline accountant
Senior head fiscal accountant
Radio mechanic
Mechanic
Flight mechanic
Associate flight technician
Chief mechanic
Senior auditor
Assistant traffic specialist

Commodity specialist _-.

Commercial assistant
Navigator
Electrical engineer
Assistant electrical engineer
Counsel
Sales representative
Rubber and warehouse inspector
Warehouse specialist -.

Scrapyard supervisor..
Transportation specialist _.

Assistant warehouse chief.

Construction foreman
Fiscal analyst —

Grade 13. Rate of $4,500:
Administrative assistant -

Principal technical assistant —
Senior technical assistant

Technical assistant
Research assistant
Personnel assistant
Traffic assistant
Assistant budget officer...

Technical representative..
Attorney
Statistician
Expediter
Head of section
Assistant chief clerk

Assistant chief of section..
Industrial analyst
Commodity analyst
Commercial analyst
Finance analyst
Priority specialist

Traffic specialist

Commercial accountant..
Chief medical technician..
Rubber technician
Field technician..
Chemist
Field inspector
Aircraft inspector
Inspector
Supervising engineer

Senior engineer.. _

Associate engineer
Control engineer..
Engineer
Classification examiner
Principal classification examiner..
Reports examiner...
Junior examiner
Examiner
Assistant cost accountant
Principal accountant
Associate accountant ...

Cost accountant-
Accountant
Principal auditor
Senior auditor

Principal fiscal accountant..
Head fiscal accountant
Assistant fiscal accountant..
Junior fiscal accountant
Fiscal accountant
Unit supervisor
Assistant unit supervisor...
Reporter
Acting secretary..
Construction supervisor

Man*
years Amount

9. 3 36, 136

1.6 6,124
36.9

138, 978
8. 6 32, 879

0.8 3,134
11.3 44,562
8.9 35,111

0. 6 1, 742
1 4, 000
0.4 1,425

1 3.600
4. 1 15, 926
9. 7 37, 044
0.2 792

3.950
0.8 3,124
0.8 3,167

12. 4 48, 307
0. 3 1, 267
0.7 2,667

1.7 6,691
17 66, 266
6. 6 25, 698
4.7

18, 527
6. 1 24, 400

55.1
208,837

10. 1 38, 83S

1.8 6,983
11. 2 42, 758
7. 4 28, 349
6.1 19,017

Man-
years Amount

0.

3

$1, 240
0.8 3,825
0.7 3.555
0.3 1,275
0.7 3,555
1.7 8,295
0.5 2,370
1.5 7,110
1 4,850

0.5 2,550
1 4.860
0.5 2.370
0. 7 3. 555
0.7 3.555
0.8 3,556
0.8 3,555
0.3 1,240
0.7 3,555

0.3 1,356

11. 8 51, 670
3 13, 350
34.5

151,247
16 69, 368

13. 5 60, 615
5. 3 22. 748
0. 7 3, 191

1 4, 500

4,500
4,300
4,300
4,350

0.5 2,2f0
0.5 2. l.'O

2 7, 600

0.7 3,375
6. 5 28, 6(10

74 321,321

0.5 2,250
7. 7 33, 777
9. 6 41, 060
21.6

95, 872
1 i, 300

70.6
302, 268

6. 6 24, 578
1.7 7,875
1 4, 300
4 18.000

15 65, 439
8. 3 36, 275
6. 3 22, 660
1.6 6,880
1 4,410
7. 7 33, 965

29.333
3. 4 16, 528
1 4.500
1 4, 500
1.5 6,435
1 4,500

19. 5 87, 560
4 17, 274
1 4,290
1 4,600
1 4. .WO
3.7 16,675

4,300

1 4,500
1 4,300
0.8 3,217
1 4. 500
0.3 1.075
1 4. 500
1 4. 300
2 9, 000

40.6
178, 626

0.7 3,375
2 9. 000
2 8. 650

40 172,367
1 4, 300
1 4,600

1 4,600
0.5 2,146
2. 7 12, 375
4. 5 19. 850
7 30, 823

49.3
221,681

1 4,300
43

182, 965
3.8 15,775
2 9,000
1.3 6,365

3.5 16,344
14 60, 232
7 30, 400
7. 5 32, 230

1 4,300
1 4,410
4 17,463

PERSONAL SERVICES, DEPARTMENTAL—COD.

Executive order grades—Continued
Grade 13. Rate of $4,600—Continued
Aircraft supervisor
Principal project clerk. __

Senior technical clerk
Principal clerk
.\ssHi;,iii chii.f rate clerk

f-'lLTJi ^tunu^iapher
Commercial analyst
Assistant transportation specialist. _.

Supplies specialist..
Commodity specialist
Safety technician
Fire protection technician _

Medical technician
Communication technician
.\ssociate field technician
Chemical engineer.
Flight engineer _

,

Junior communication engineer
Senior fiscal accountant.. _

Chief accountant. _

Chief of section _

Principal fiscal accounting clerk
Supervising clerk
Grade foreman
Welding and shipfitting foreman
Warehouse superintendent
Assistant communication superin-
tendent _

Operator. _ _.
Secretary
Bookkeeper
Assistant warehouse chief _

Assistant warehousing specialist
Freight traffic supervisor
Materials analyst
Rubber inspector
Division engineer
Head warehouseman _

Negotiator.. _.

Sawmill superintendent
Associate construction engineer
Aeronautical advisor..
Commercial assistant

Chief of division
Assistant placement supervisor
Assistant flight engineer
Assistant records supervisor
Constructionsuperintendent
Communications engineer _.

Flight superintendent
Rubber and warehouse inspector
Flight radio operator
Plant representative. _

Deputy chief of division
Fiscal analyst __

Grade 12. Rate of $4,100:

Administrative assistant
Principal technical assistant
Senior technical assistant..

Staff assistant
Technical assistant
Placement assistant
Traffic assistant

Assistant budget officer _ _

Attorney.
Statistician

Librarian.
Assistant head of section
Assistant chief of section
Assistant analyst
Commercial accountant
Commercial examiner...
Commercial analyst
Business analyst
Reports analyst.
Production specialist- _

District traffic specialist

Traffic specialist

Aircraft inspector
Resident inspector _.

Inspector
Supervising engineer.- _

Assistant supervising engineer
Associate engineer.. _

Chemical engineer
Engineer
Classification examiner
Junior examiner
Reports examiner
Examiner
Cost accountant
Associate accountant
Accountant... -..

Associate auditor

Auditor.

Associate fiscal accountant.
Assistant fiscal accountant..
Junior fiscal accountant
Fiscal accountant

Unit supervisor..

Man-
years Amount

Man-
years Amount j

4,300

1.3 4,866
0. 4 1, 463
4 15, 396

0.7 2,692
4.6 17,375
0.5 2,000
1.4 5,192
1 3,

2 8,000
0. 3 1, 000
1.1 4,617
1 3,642
3.3 12,200
1.1 4,275
0.4 1,500
0.5 2,068

0. 4 1, 425

1,000
5,067
3,833

1 3,C

1,479
i 1,994
1 3,167
1 22,495
I 11,125

18. 2 62, 325
7 24, 600
7. 8 27,

1

0.3 836

0.6 1.925
0.6 2,075
1 3,600

38 136, 252
0.5 1,

2.4 8,367
0.1 425
1.9 6,620
0.8 2,606
9. 8 36, 252
0.8 2,751
0. 3 992
4. 4 15, 549
14.7

49. 346
99.7

342, 289
1.6 6,592
1.8 6,168
4. 2 13, 577
26.8

92, 997
fi. 9 20, 913

1 4,600
1 4,500
3 12, 950
0.5 2,250
0.8 3,376
7 30, 100

0. 5 2, 250
0.5 2,250
1 4,300
1.3 5,4
1.3 5,375
0.5 2,250
0.8 3,375
0. 6 2, 160

0.5 2,250
1 4,600

"i'"""4,"a

0. 3 1, 075
0.8 3,225
0.7 3,375
0.7 3,225

1 4.300
1 4,300
0.5 2,250

17

6. 2 25, 065
2.3 9.047

67, 340
1 3. 690
9. 8 39. 691

0.7 3,075
1.6 6,905

1 3,750
0.5 2.om
4 15, 075
1 3. sno

0.5 2,060

""2.'5"'9,'987'

0.5 2,050
20. 5 83, 546
0.5 2,050
4. 5 18, 450

""2."5""9,"955'

"i6r4"42,'(

. 2 7, 8.10

0.7 2.!

5.5 22,097
61.6

234, 454
75.8

300, 064
1.3 4,996
3. 5 13, 620
4.5 17,330
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PERSONAL SERVICES, DEPARTMENTAL—COD.

Executive order grades—Continued
Grade 12. Eate of $4,100—Continued
Assistant unit supervisor
Construction supervisor
Associate construction supervisor
Assistant training supervisor
Aircraft supervisor
Secretary
Telegraph operator.
Aviation mechanic
Principal technical clerk

Technical clerk

Principal accounting clerk

Fiscal accounting clerk

Senior rate clerk

Rate clerk
Supervising clerk
Principal clerk
Senior clerk
Statistical clerk
Project clerk
Clerk
Commodity specialist

Senior clerk-stenographer
Personnel assistant.,.
Rubber technician
Resident enpineer
Principal fiscal accountant
Senior fiscal accountant
Assistant construction superintend-

ent.
Commissary superintendent
Chemist
Eipediter
Chief of division
Mechanic
Draftsman
Foreman
Operator.
Assistant chief clerk
Assistant comptroller
Assistant placement supervisor

—

Special assistant
Assistant supply specialist

Carpenter supervisor
Transportation analyst
Rubber and warehouse inspector.

.

Foreman
Reporter
Priorities specialist

Associate technical assistant-

Commodity specialist

Assistant technician...
Assistant construction supervisor.
Supervisor
Field inspector
Chief of section
Assistant traffic specialist

Senior meteorologist...
Plant representative
Material dispatcher..
Sawmill superintendent
Chief accountant--
Chief foreman
Master mechanic.
Senior mechanic
Mechanic
Grade inspector
Acting secretary
Field engineer.
Assistant chief rate clerk
Principal fiscal accounting clerk...
Stock clerk ,

Classification analyst
Grade 11. Rate of $3,650

Grade 10. Rate of $3,300.

Grade 9. Rate of $3,000.

.

Grade 8. Rate of $2,650.

.

Grade 7. Rate of $2,300.

.

Grade 6. Eate of $2,100.

Grade 5. Rate of $1,900.

Grade 4. Rate of $1,700.

Grade 3. Rate of $1,500.

Total permanent, departmental. .

.

Temporary employment, departmental..

Part-time employment, departmental...
W. A. E. employment, departmental
Overtime pay, departmental

All personal services, departmental.

Man-
years Amotmt

7,1 $24,041
0.6 2,250
S. 1 29, 048

0.9 3,208
1.1 3,663
0.8 2,850
4 14, 115

4.9 17,293
9 32, 400
0. 9 3, 258

3.6 12,625
0.8 2,692
1 3, 600

0. 5 1, 782
0.

2

550
0.6 2,260
1 3,500
1 3, 600
0. 9 2, 933

2 6, 932
0.

1

455
1.9 6,852

0. 5 1, 533

0.8 3,000
0.8 2,700
0.

1

460
0.8 2,745
0.1 168

0.5 1.800
0.5 1,769
1 3, 600
0.7 2,263
0.8 2,550
1.4 4,591

0.8 3,020

1, 192. 241

324.4
901, 149

437.3
1. 084, 262

511.7
1.120,602

719.7
1,405,170

657.4
1,167,621

369.9
583,211

114.2
163,041

1.6 2,046

6, 182.

1

20. 400, 082
37.2

67, 540
14.8 21.079
8.4 36,237
2, 938, 189

4,100
16, 400
2,050

1 3, 800
1 4, 100
1 3, 970
2. 5 10, 120

1 3,860
1 3,880
1 3, 750
7. 3 29, 249
2 8. 000
1 3. 860
0.5 2,050
0.5 2.050
0. 3 1. 025
1 4. 100

0.7 3,075

0.8 3,075
0.5 2,050
2. 5 10, 000

0.8 3,075
1 4, 100
1 4, 100

0.3 1,125
365

1. 302, 380
286.8

921,203
466.7

1,368,766
958.5

2, 476, 098
779.1

1,778,169
1,162.8

2. 380. 962
6.8
1, 632, 148

7, 635. 6
25, 580, 066

130.2
280, 123

4.3 7,625
9. 9 47, 860

363, 760

Man-
years Amount

5 $17. 447
4,100
8,200
4,100

11, 950
4,100
1,025
4,100
3, 860
4,100
3,860
3,900
3,970
8,166
2,250
3,860
3,880
3,750

5. 7 23, 263
2 8,000
1 3,860

324.5
1. 158, 036

291.2
•940, 193

469.2
1,371,119

857.6
2. 172, 794

721.9
1,640,654

729
1, 494, 309

549.7
1,030,850

95.5
157, 974

301, 481

12 21,772
8.4 41,450

PERSONAL SERVICES, FIELD

Executive order grades:
Grade 19. Rate over $8,855:
Manager-. _

Assistant manager
Agency counsel
Assistant agency counsel.
Office counsel
Counsel
E
Special representative

Grade 18. Rate of $8,750:
Manager
Assistant manager
Agency counsel
Assistant agency counsel.
OfHce coimsel...
Counsel
Examiner

Grade 17. Rate of $8,000:
Manager
Assistant manager

Special assistant to the manager.
Acting assistant manager
.\gency counsel -..
Assistant agency counsel
Office counsel
Counsel.
-Attorney...
Examiner
Regional loan agent

Grade 16. Rate of $6,650:

Manager
Special assistant to the manager..
Assistant manager
Acting assistant manager.
Chief of division
Agency counsel...
Office counsel
Assistant oflBce counsel
Counsel
Attorney -

Chief of section...
Examiner
Appraiser
Engineer.. -

Field representative
Assistant agency counsel
Regional loan agent
.\ssistant regional loan agent
Regional loan engineer .

Business specialist
."

Regional engineer.
District loan agent.. ,

Deputy regional director
Liaison procurement officer ,

District manager

Grade 15. Rate of $6,800
Assistant manager
Chief of division..

Office counsel...
Counsel-
Attorney --

Chief of section.
Examiner.

Special representative
Engineer
Appraiser
Acting chief of .section

Field representative
Assistant office counsel
Principal accountant
Liaison specialist

Liaison and procurement ofiicer.

Procurement specialist

Contract specialist

Agency liaison specialist

Business specialist

District loan agent..

Assistant district loan agent
Fiscal analyst
Assistant regional counsel.
District reconversion specialist..

Loan examiner.
Loan engineer -.

District manager. -

.Assistant district manager
Industrial specialist

Control specialist.

Contract settlement specialist.

Grade 14. Rate of $6,100:
Assistant manager
Chief of division.

Office counsel
Field representative
Attorney
Chief of section

11.7
$106, 681

3 27, 375
1.3 11,063
0.5 4,125
1 10,000
1 8, 833
0.3 3,300
0.8 7,007

11.2 83,

11.8 87,247
0.8 6,000
1.5 12,000

2.1 13,385
0.8 4,923
8. 5 54, 341

2 11, 200
1. 1 6, 750
0.9 4,900
4 23, 208
4. 5 24,

3

16.1

1 4,800
1 5, 200
3.8 18,640

$166. 563
i. 7 34, 874

19, 013
I 18, 284

1. 7 14. (

0.5 4,248
2 17, 500

4. 6 34, 637
16.1

120, 629
1 7, 176

0.5 3,635
2. 5 17,

2 14, 976
1.3 9,024
1.6 11,130
2. 5 18, 760
7. 2 52, 066
4. 8 35, 280

1 6,230
2. 5 16, 440
4. 4 27, 562

0.8 5,068
4. 4 27. 580
0. 4 2. 492
0.4 2,576
0.4 2,676
0. 4 2, 492
0.4 2,492
0.4 2.576

15. 2 95, 704

2 11,337
1 6,615
2 11, 190
1. 5 8, TOO
8.1 44,660

47.6

4. 2 22, 023
1 5,600
0.3 1,450

6. 8 35, 644
0.8 4,144
1.2 6,216
2.4 12,684
0.4 2,156
11.6

60,676
15.2

79, 996
0.4 2,072
1.6 8,372
0.4 2,072
0.8 4,144
2 10.612
0.4 2,166
18

$190. 620
6. 7 62, 910
2 19, 013
2 18, 284

""i.l'ii.'soo

2 16, 190

1.5 12,735
3 25, 023

3. 5 26, 473
15.6

114, 966
2 14, 270
2 15, 150
1.5 11,650
2 16,000
2 15,086
5 34, 881

4 29, 896
10. 5 74. 294
10. 8 79. 380

1,650

2 12,040
2 12,040
2 12, 460
3 19, 635
5. 9 37, 326
1.3 7,133

14.7 89,958-
1 6,230
1.9 12,068
1 6, 660

'"i.'8"ii,'403

9. 9 62, 055
0. 9 5. 607
0.9 5,796
0.9 6,796
0.'9 5,607

216, 334

1.5 8.700
2 10, 970
2 11,200
2 11,600

10. 7 59, 550
2. 2 13. 200
46.2

253, 678
5 27, 460
9 47, 376
2 10, 980
1 5.600

16. 3 80, 199
1.8 9,324
2. 7 13. 986
5. 4 28. 639
0.9 4,851

26.1

136, 521

34.2
179, 991

0.9 4,662
3.6 18,837
0.9 4,662
1.8 9,324
4. 5 23, 877
0.9 4,851
40.6

213,381
3.6 18,648
0. 9 4, 851

0. 9 4, 662
0.9 4,062
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PERSONAL 3ERVICE9, FIELD—continued

Executive order grades—Continued
Grade 14. Rate ot $5,100—Continued
Examiner

Personnel officer --

Appraiser— -

Acting chief of section
Liaison specialist

Fiscal analyst— -

Loan engineer
Engineer
Business specialist

District manager
Contract settlement specialist.

Loan examiner.
District loan agent
Specialist

Grade 13. Rate of $4,500:

Chief of division
Assistant chief of division
OfBce counsel
Field representat ive

Attorney..
Chief of section
Examiner

Persoimel officer

—

Clerk
Liaison specialist...

Fiscal analyst
Loan examiner
Engineer—
Contract specialist..

Business specialist..

District manager
District loan agent
Specialist
Control specialist

Grade 12. Rate of $4,100:

Assistant manager
Chief of division
Field representative
Attorney.-
Chief of section
Administrative assistant.

.

Examiner

Accountant
Appraiser
Personnel officer

Clerk.
Specialist

Grade 11. Rate of $3,650.

Grade 10. Rate of $3,300.

Grades. Rate of $3,000..

Grades. Rate of $2,650. .

Grade?. Rate of $2,300..

Grade 6. Rate of $2,100.

.

Grade 5. Rate of $1,900..

Grade 4. Rate ot $1,700..

Grades. Rate of $1,600..

Total permanent, field ..

Temporary employment, field.

Part-time employment, field...

W. A. E. employment, field

Overtime pay, field

All personal services, field

Total, departmental and field.

$428,007

"3.'3'i4,"442

1.2 4.983
1 3, 800
8.3 31,888

'173.'?

667, 288

2 9, 950
0.7 3,637
0.4 1,808

4 18, 080
0.4 1,808
0.8 3,616
7.

6

34, 352

1.2 5,424
0.4 1,808
0. 4 1, 808

0. 4 1, 840
0.4 1,808

1 4, 645
0.8 3,375
0.5 2,250
1.7 7,717
5. 5 24, 520
1.2 5,430

402, 401

'2"4"'8,"412

201.4
628. 916

97.3
275, 604

174.1

440, 551

137.7

301, 009
175.5

336, 467
318.3

553, 573
400.9

646, 945
301.2

432, 049
85.4

103, 961

17. 4 18, 388
1.6 1,373

2, 533. 3

6, 616, 362
21.6 31,547
10.8 18,319

3.6 15,480
9. 2 39. 660
2.4 10,408
0.8 3,440
2.4 10,320

11.6
49.880

0.8 3,440
0. 4 1, 720
0. 4 1, 720

0.8 3,440

3. 2 13, 160

0.7 3,075
1 3, 880

488, 575

1 4, 100

0.5 2,050
1 4. 025
0.4 1,500

536.3
1,931,431

181.8
592,069

179.8
526, 026

190

482, 039
468 8

1,025,046
786.2

1,609,871
815

1, 624, 923
283

480, 655
103.1

150, 161

19 24, 380

4, 207.

6

11,786,482
23. 8 44, 981

2 10, 200

0.9 4,068
9 40, 680
0.9 4,068
1.8 8,136

17. 1 77, 292
2. 7 12, 204

0.9 4,068

356, 811

1.5 6,750
1 4.290
8. 1 34. 830

20. 7 89, 010
5.4 23,418
1.8 7,740
5. 4 23, 220

26.1
112,2.30

1.8 7.740

0. 9 3. 870
0. 9 3. 870

1.8 7,369

5 20. 131

2 S, 200
1 4,000

113.8
463, 903

1.3 5,125
2 8, 200

1 4.100
0.9 3,375

520.8
1, 877, 133

623, 855

554, 635
191

190.4
472. 718

482.5
1, 089, 922

763.1
1, 555, 076

730.1
1,340,896

201.6
341, 422

4, 245. 7

12, 642, 721

16. 5 32, 239

PERSONAL SERVICES, FIELD—Continued

Professional services on a fee basis

01 Personal services (net).

Man- Man- JMan-
years Amount years AmountiyearsAmount

$2,854,602 $2,361,400 $1,359,547

OTHER EXPENSES

02 Travel -

03 Transportation of things
04 Communication services

Payment for penalty mail.
05 Rents and utility services

01) Printing and biiidiiic

07 Other contractual services:

OthiT .

Repairs to furniture and fixtures. .

08 Supplies and materials
Newspapers and periodicals

Custodian and fiscal agents

Total other expenses.

Grand total expenses
Nonadministrati ve expense
Reimbursements for services performed. ..

Transferred to—
"Administrative expense. Federal Loan
Agency"

".Administrative expense, Department
of Agriculture"

Net total expenses
Unobligated balance of authorization..
Payable from funds of the Corporation.

.

Total estimate or appropriation .

.

Bt Projects and Functions

Reconstruction Finance Corporation:
Loan and general activities.

Defense plants program
Strategic supplies program
Rubber program
strategic metals program
Servicing Smaller War Plants Corpora-

tion assets

RFC Priee Adjustment Board

Subtotal. Reconstruction Finance
Corporation

The RFC Mortgage Company
Federal National Mortgage Association.

.

War Damage Corporation
Rubber Development Corporation
U. S. Commercial Company_
Overtime pay

Total...
Reimbursable work and nonadministra-
tive expense

Grand total expenses
Adjustments (see objects schedule for

detail)

Total estimate or appropriation

.

34, 517, 030

2, 346, 426
189, 106
993, 542
106, 438

2, 036, 163

338, 264

935,974

333, 979
1,014

3, 829, 395

46, 627, 331
-9, 420, 260

-4,559,931

'31,672.140
2, 046, 670

-33,718,810

2, 626, 597
84, 425

1, 071, 204

131, 250

2, 226, 271

306, 200

51,932,003
-12,048,849
-3. 290, 544

+91,000

+126,000

36, 808, 610
509,411

-37, 318, 021

$7, 967, 248

6, 663, 608

3, 764, 670

1,980,108
1,704,954

22,641,683
707,841
426, 367
375, 620
840, 303

3, 332, 899
3,341,437

31,672,140

13,956,191

45,627,331

-45, 627, 331

$9, 619, 255
12, 002, 092

3, 718. 627

2, 310, 949

31,396,345
689, 176
321,448
539,294
835, 670

2, 582, 945
443, 732

S6, 808, 610

15,123,393

51,932,003

-51,932,003

69, 624

1,001,790
115,1,10

2, 279, 440
182, wr>

1, 147, 370
35, 100

340, OIW

44, 816, 773
-5,578,000
-1,803,773

37, S53, 000

-37,"553,"60O

$13,236,067
10,193,000
4,498,129
2, 250, 000
I, 774, 172

33, 160, 368
560, 000
360, 000
860, 000
785, 922

1,836,710

37. 553, 000

7, 263, 773

44, 816, 773

-44, 816, 773

I Expenses for the fiscal year 1945 are on an accrued basis, while those for subsequent
years arc on a cash basis.

' Of this amount $1 1 ,600,000 was approved by Congress for the administrative expenses

of the Reconstruction Finance Corporation and The RFC Mortgage Company while

the remainder was approved by the Bureau of the Budget pursuant to E. O. 9159, dated
May 11, 1942. For the fiscal year 1946, the entire amount required for administrative

expenses was approved by Congress.
' Excludes (1) actual and recommended rescissions of $6,461,600 and (2) $276,000 of the

V. S. Commercial Company authorization transferred to the Commodity Credit Corpora-

tion pursuant to E. O. 9630, dated Sept. 27, 1945.



NATIONAL HOUSING AGENCY

INTRODUCTORY STATEMENT

The National Housing Agency was created by Execu-
tive Order 9070, issued February 24, 1942, and represented
a consolidation of the civilian housing programs previously
vested in 16 Government agencies.

The Agency consists of: The Office of the Administrator,
which is responsible for assisting in the formulation of

Federal housing programs, for supervising tb? execution of

national housing policy, and for over-all coordination of

the Agency's activities; the Federal Home Loan Bank
Administration, with responsibilities for the supervision of

building and loan and simihir financial institutions and the
establishment of credit facilities to protect their liquidity;

the Federal Housing Administration, with statutory
powers to insure mortgage loans made by private financial

institutions on privately constructed and owned dwellings;

and the Federal Public Housing Authority, which provides
financial assistance, pursuant to the United States Housing
Act of 1937, in the construction and maintenance of low-
rent slum-clearance housing projects and supervision in

varying degrees over their management, and is also

engaged in roerection, management, and disposition of

temporary emergency housing under the veterans bousing
and the public war housing programs.
The Office of the Housing Expediter was established by

Executive Order 9686, January 26, 1946, to correct the
critical housing shortage which has particularly aft'ected

the veteran. This office has powers to direct positive

Federal Government action to meet shelter needs

—

particularly those of the veteran. Upon appointment of

the present Housing Expediter to the office of National
Housing Administrator in February 1946, the Housing
Expediter merged his staff with that of the Administrator,
and now exercises his functions with a smgle staff, the
Office of the Administrator, National Housing Agency.
The long-term failm-e of residential building in the

United States to keep pace with mcreased population and
family formation was brought to a crisis during the war
by the necessity for channeling budding construction ma-
terials into purposes other than residential. As a result,

the returning veteran faced the most acute housing short-

age ever experienced by this country. The veterans
emei-gency housing program calls for the construction of

2,700,000 dwelling units by December 31, 1947. With the
exception of approximately 200,000 temporary structures

reerected from salvaged military camps and temporary
war housing, and 50,000 trailers, all of these dwelling units

will be a privately financed permanent addition to the
Nation's housing.
The only budget estimate of the Agency herein pre-

sented which requu-es a direct appropriation from the

Treasury is that for annual contributions by the Federal
Public Housing Authority to local housing authorities in

connection with low-rent housing. The remaining items
are subject to a limitation by the Congress on the amount
of corporate or other available funds which may be used
for the payment of administrative expenses or, in the case
of the Federal Housing Administration, of certain losses

from premium income.
The Agency includes several activities which have been

defined by section 101 of the Government Corporation
Control Act as wholly owned Government corporations
subject to the provisions of that act; namely, the Federal
Savings and Loan Insurance Corporation, the Home
Owners' Loan Corporation, and the United States Housing
Corporation, which are administered within the Federal
Home Loan Bank Administration; the Defense Homes
Corporation; and the Federal Public Housing Authority
(or United States Housuig Authority) and including public
housing projects financed from appropriated funds and
operations thereof. Accordingly, business-type budget
programs have been submitted for these activities. Also
included in this presentation are estimates in customary
form for the following noncorporate activities of the
Agency: Office of the Administrator and Expediter; the
Admmistrative Department and Federal Home Loan
Bank System, of the Federal Home Loan Bank Adminis-
tration; and the Federal Housing Administration. The
unity of the National Housing Agency budget is thus
preserved, in accordance with the expressed wishes of the

Congress. The programs and estimates are based on
presently authorized functions, and make no allowance for

additional activities which would result from enactment
of pending legislation.

The budget programs and estimates of the Agency,
included in this presentation, are as follows:

Office of the Administrator and Expediter.
Fedeial Home Loan Bank Administration:

Administrative department. Federal Home Loan Bank
Administration.

Federal Home Loan Bank System.
Federal Savings and Loan Insurance Corporation.
Home Owners' Loan Corporation.
Ignited States Housing Corporation.

Federal Housing Administration.
Federal Public Housing Authority:

Public war housing program.
Homes conversion program.
Veterans housing program.
Defense Homes Corporation.
Corporate program.
Farm Security Administration program.
Administrative expenses, Federal Public Housing

Authority.

179
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OFFICE OF THE ADMINISTRATOR AND EXPEDITER

The Housing Expediter, in executing the broad powers
conferred upon him, has proposed the veterans emer-
gency housing program, approved by the President on
February 8, 1946, which calls for throwing the full

resources of the country into the production of an im-

precedented number of dwellings. The planning, super-

vision, and coordination of the widespread activities

necessitated by the emergency program have been made
the responsibility of this Office, which m addition will

conduct its normal functions of assisting the Congress

and the President in the formulation of Federal housing

programs and of supervising the execution of national

housing policy.

The veterans emergency housing program will be the

primary factor in determining the activities of this Office

in fiscal year 1947. This budget has been prepared on the

assumption that priorities and allocation powers will

continue available through fiscal year 1947. The finan-

cing of proposed additional functions now before the Con-
gress, such as incentive premium payments and market
guarantees, has not been taken into account in arriving

at these estimates.

Of the total estimate for the Office of $8,100,000 for

1947, $450,000 would be derived from funds made avail-

able to the constituent units for administrative expenses,

$7,375,000 from appropriations already available for

construction of war housing and for reerection of veterans

housing, and $275,000 from war housing rental receipts

already available for disposition expenses.

The Expediter's program, approved by the President,

sets a goal of 2,700,000 homes to be started by December
31, 1947. The coming fiscal year, therefore, will be the

crucial period for the accomplishment of a program which
calls for housing production at a rate one and one-half

times greater than the country has ever attained, and
many times greater than the current rate. To reach the

goal, an expansion of materials and equipment produc-

tion, the residential construction labor force, site develop-

ment activities, and private home building organizations,

equalled only by our best achievements in war production,

must be obtained. The major activities of this Office

will be directed toward these ends. Action on the part of

the constituent administrations of the National Housing
Agency and of many other Federal agencies is required.

The magnitude of the task and the diversity of its elements

call for central direction and continual review and adjust-

ment of individual agency programs
The cooperation and assistance of the local communities

is of fundamental importance in meeting the schedule,

and in assuring that homes built form an orderly addition

to the communities' stock of permanent, desirable dwell-

ings. The major concern of the field organization is to

secure this cooperation and assistance, and in turn to

make available to the buUders and the communities
Federal assistance in establishing local goals, breaking

bottlenecks, securing financing, and other elements

necessary to accomplish the task.

Activities of the Office relating to the veterans housing
emergency will be financed from funds appropriated under
titles I and V of the Lanham Act. It is estimated that a

total of $7,375,000 will be necessary from these sources in

fiscal year 1947, of which $2,000,000 is available from bal-

ances of title I appropriations, and $5,375,000 is available

from funds already appropriated under title V. The total

is $4,892,131 greater than the 1946 estimate of amounts
to be derived from these sources.

The supervisory functions of the Office include over-all

direction and review of constituent operations. Closely
related is the responsibility for policy research and for

assistuig the Congress and the Administration in the
formulation of long-range Federal housing programs.
These activities are financed by transfers from the con-
stituent organizations. The estimate for 1947 is $450,000,
about the same as for fiscal year 1946. These transfers

must be specifically authorized by the Congress annually;
funds from the remaining sources are made available for

administrative expenses by the Lanham Act.

Although the severe shortage limits the extent to which
federally owned temporary war housing can be dismantled,
there are a number of areas where the volume of oufc-

migration has been so great that part of the war housing
has or will soon become surplus. In other localities, the
communities are anxious to develop their plans now for

the eventual disposition of public war housing. Responsi-
bility for its disposition is placed upon the National
Housing Administrator by title III of the Lanham Act,

which also makes moneys derived from rental receipts

available for disposition expenses. To discharge this

responsibility, it is estimated that $275,000 will be re-

quired in fiscal 1947. The decrease of $546,209 results

from the shift in emphasis from disposition occasioned

by the severity of the shortage.

Langu.\ge

OFFICE OF THE ADMINISTRATOR AND EXPEDITER

Salaries and Expenses, Office of Administrator, National Housing
Agency

—

Salaries and expenses: In addition to the amounts available by
or pursuant to law (which shall be transferred to this authorization)

for the administrative expenses of the Office of the Administrator,
National Housing Agency, in carrying out duties imposed by or

pursuant to law, such amounts, not exceeding [$400,000] $450,000,

as the Administrator determines are required for the expenses of the

Office of the Administrator in the performance of administrative

and supervisory services relating to the constituent units of said

Agency shall be transferred, from the funds available for the
administrative expenses of such constituent units for the fiscal

year [16465 1947, to this authorization for expenditure hereunder,

and all such amounts shall be available for all necessary expenses of

said Office of the Administrator, including personal services and
rent in the District of Columbia; printing and binding; purchase
and exchange of lawbooks, books of reference; periodicals and news-
papers (not to exceed [$5001 $1,000); preparation, mounting, ship-

ping, and installation of exhibits [(not to exceed $500)]; purchase

of sixteen (including one at not to exceed $1,800), maintenance, repair,

[and] operation, and rental of [motor-propelled] passenger[-carry-

ing vehicles] automobiles; [not to exceed $5,000 for] temporary
employment of persons or organizations, by contract or otherwise,

for research work, and for engineering, technical, legal, or other special

services including stenographic reporting services, without regard to

section 3709 of the Revised Statutes and the civil-service and classi-

fication laws; expenses of attendance at meetirtgs of organizations

concerned with the work of the Agency, when specifically authorized by

the Administrator; [and] reimbursement for the actual cost of ferry

fares and bridge, road, and tunnel tolls; payment of not to exceed

three cents per mile to employees or others rendering service to the

Government for use by them of privately owned automobiles for trans-

portation on official business within the limits of their official stations;

and purchase of teletype news services (not to exceed $1,000) : Provided,

That section 7 of the First Deficiency Appropriation Act, 1936, shall

continue to apply to administrative expenses of and for the con-

stituent units of the National Housing Agency mentioned in said

section 7 and shall also apply to such expenses of said National

Housing Agency in connection with the functions and purposes of

said constituent units, and none of the funds made available by
this Act for such administrative expenses shall be obligated or

expended unless and until an appropriate appropriation account

shall have been established therefor pursuant to an appropriation

warrant or a covering warrant, and all such expenditures shall be

accounted for and audited in accordance with the Budget and Ac-
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counting Act, as amended: Provided fvrther, That the Administrator
may, with the approval of the President of the United States,

transfer to this authorization or to an authorization of a constituent

unit from funds available for administrative expenses of the con-
stituent units or the Office of the Administrator such additional sums
as represent a consolidation in the Office of the Administrator or in a
constituent unit of any of the administrative functions of the Na-
tional Housing Agency; but no such transfer of funds shall be made
unless the consolidation will result in a reduction in manpower and a
savings in administrative expenses, which savings shall not be used
for administrative expenses but instead shall be returned to or re-

main in the funds from which administrative expenses are drawn
under this authorization: Provided fvrther, That a report of such
transfers and the savings effected thereby shall be submitted to

Congress in the annual budget. (42 U. S, C. 1521; Act of May 3,

1945, Public Law 49.)

By objects

PERSONAL SERVICES, DEPARTMENTAL

Clerical, administrative, and fiscal service;

Grade 10. In excess of $9,800:
Administrator-expediter

Grade 15. Range $8,750 to $9,800:

Assistant to administrator-expediter.
Information director
Deputy expediter. ..-

Labor branch director
Emplo>ment and training director,..

Industrial labor adviser
Crafts labor adviser.. _. _._

Materials production director __.

Assistant materials production direc-

tor.
Profabrication production director
Community action director
Field operations director
Land and governmental services di-

rector
Assistant administrator

Grade 14. Range $7,175 to $8,225:

Assistant to administrator-expediter..
Production and services director
Operations director
Labor specialist

Chief materials specialist

Chief, distribution section
Deputy community action director. ..

Racial relations director
Assistant field operations director
Assistant to assistant administrator...
Budget and accounting director
Administrative relations director
Personnel officer.,

Administrative services director
Housing analyst
Homes use director
Conversion specialist

Grade 13. Range $6,230 to $7,070:

Chief, publications section
Chief, field section
Chief, graphic and film section
Chief, advertising section
Chief, press section
Chief, radio section
Chief, magazine section...

Information specialist

Chief, reports and inquiries section. _.

Chief, FHLBA information section...

Chief, FHA information section
Chief, FPHA information section
Liaison representative
E xecuti ve assistant
Assistant to deputy expediter
Industrial economist
Labor specialist
Materials representative..
Community specialist

Assistant prefabrication production
director..

Priorities expediter.,.
Marketing specialist

Homes use specialist.

Community relations specialist

Racial relations adviser.
Protrram analyst
Assistant to assistant administrator...
Budget analyst
Organization officer... _

Procedures officer.

Training officer

Administrative services director
Chief, budget and procedures section.
Chief, personnel section
Housing representative
Assistant to information director
Deputy information director

Grade 12. Range $5,1S0 to $6,020:
Information specialist

Editor, insured mortgage portfolio
Editor, FHLB Review

Man-
years Amount

2. 9 23, 537

0.8 6,509

0. 3 1, 606
2. 5 12, 600
0.8 4,200

Man-
years Amount

n.R
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OFFICE OF THE ADMINISTRATOR—Continued

Salaries, and Expenses, Office of Administrator, National Housing
Agency—Continued

PERSONALSERVICES, DEPARTMENTAL—con.

Professionai service—Continued
Grade 6. Range $6,230 to $7,070:

Attorney
Architectural engineer
Mechanical engineer
Chemical engineer
Electrical engineer
Ptructural engineer -

Construction engineer - -

uclii ngni

alist -

Site plarrriug arlv

Site utilities sreci
Coniniuiiity facilities adviser-
Municipal r>larn,ing adviser- ..

Trans] Mirtal inn s[)ecialist

Land use s|ii'cialist "-

Urban laTul economist
Prograni analyst
Materials allocation specialist..

Labor ar alyst - . -

Statistician. ---

Hnn"iTir..c..nf.mist

Hon •<" .n-i!' .1

Cli

list-.

Construction cost anal.\st

Industrial economist .

Chief, program review section

Grade 5. Range $5,180 to $i;,020:

.\ttorney
Construction engineer
Architectural engineer
Mechanical engineer
Chemical engineer
Electrical engineer
Cost analyst
Production engineer. .

' facilities adviser.
Site

I

H.I

.Market anabsl
Credit and finance specialist...

Reports analyst
Urban development specialist-

Structural engineer
Technical analyst
Chief, internal data unit

Grade 4. Range .$4,300 to $,';,180:

Attorney
Co
.^rrliil.Tliii;.! rriKii r

Mrrl,:,iiir:.l r;ii;iii,rr

Comniuiuty jacjlitlL'S adviser
Site utilities specialist..- .

Urban development specialist

Materials analyst
Labor analyst
Housing economist
Statistician
Reports analyst
Program analyst

Grade 3. Range $3,640 to $4,300:

Attorney.
Statistician

Housing economist
Reports analyst
Market research assistant
Architect
Urban development specialist-

Grade 2. Range $2,980 to $3,640
Grade 1. Range $2,320 to $2,980

Crafts, protective, and custodial service:

Grade 4. Range $1,770 to $2,166
Grades. Range $1,572 to $1,902. -

Grade 2. Range $1,440 to $1,770

Total permanent, departmental..

Part-time employment, dei>artmental

.

Overtime pay, departmental

All personal services, departmental

PERSONAL SERVICEa, FIELD

Clerical, administrative, and fiscal service:

Grade 15. Range $8,750 to $9,800:

Pegtpnsi expediter— -r ,-

2.7 $14,933
0. 3 1, 867
0.3 1,400

0.

4

2, 333
2.7 15.926
0.3 1.400
0.

9

5, 184
0.9 5,133

1.1 5. 033
0. 5 2. 300
0. 7 3. 100

0. 7 3. 200

1.3 6, 333
1.2 .5,367

1.8 9,050

2.5 8,000
1. 1 3, 262
1.7 6,384

1.3 4,283
0.8 2,933
5.3 13,658
1.6 3,167

2. 1 3, 125
10.4 14,300
1. 2 1, 400

Man-
I

Man-
years Amoimt years Amount

882, 719
1.3 3,622

139, 923

7,?67,0?6

2.1 $13,654

2.7 16.873
1 6, 230

0. 2 1, 246
0.2 1,298
1 6, 230
1.

1

7, 187

0.2 1.038
0.2 1,246
0.3 1,869
0.2 1,246
0. 2 1, 24fi

0.2 1,246
1 6, 440

,070
0.2 1,246
0. 6 3. 73K

0.7 4,361

0.4 2.492
4. 6 28, 073
1 6, 440
0.2 1,246

0. 1 518
0. 1 518

U. 2 i,o;i6

0. 3 1, 5.54

1.9 10,060
0.3 1,5,54

0. 6 3, 108

0. 3 1, 554

0.2 1.036
3 15, 760
2. 7 14, 530
1 6, 792
2 10, 139
0.7 3,626

2 3, 678
12, 2 20, 474
1.3 2,000

336.4
1,304,686

2 11,868
74, 700

6, 16?

37. 380
6,230
6.230
6.230
6,230
7,070
6.230
6.230
6.230
6.230
6.230
6. 2.30

6. 440
7.070
6. 2X0
12.400
6, 230

12. 460

50. 260
6,440
6,230

15, 750
5,180

15, 540
5,180
6. 180
5.180
5.180
6.180
5. 180

5. 180
10.3ti0

5,180
15, 750

5, 180

10, 31iO

5, 180

5,180
15, 7.50

47, 460
10, .360

15, 750
15, 540

4. 30(1

4. 30(1

4. 3(HI

12 900
4. ,520

4,620
17, 420
12. 900
4.300

7. 390
3,640

14, 780
3,640
3,640

3,696
24,864
4,440

2, 559, 356
8 32,000

60, 644

By objects

PERSONAL SERVICES, FIELD—continued

Clerical, adniinisirative, and fiscal serv-

Gradr I
; i:' ,

"
7,175 to $8,226:

D,|.: :
1 1 vpcditer

As^' : ;: : ii -' ; ji.i] rxpcditcr
Grade Kt. K:uige .f6,230 to $7,070:

Area housing specialist

Community organization specialist..

Materials expediter
Labor adviser
Construction aids specialist

Local housing expediter
Information specialist

Grade 12. Range $5,180 to $6,020:

Community organization specialist..

Materials expediter— —
Labor adviser
Construction aids specialist

Housing representative

Local housing expediter.

Information specialist _

Racial relations adviser
.Administrative olTicer

Ira.lr :i !;:,i,j. si.:i00 to $5,180:

(er..

Iliiii in:- njin -I Illative

Local housing expediter
Homes use specialist

Grade 9. Range $3,640 to $4,,300:

Information siiecialist

Re
.\i!i '

.

I

I -istant

Gra.li , !: I .
- -'.'Ml to .f3,640.

Gradr I I; 111'. ! --'.c'lU to $3,310..

Grade 5, Range $2,:.)20 to $2,980.

Grade 4. Range $2,100 to $2,496.

Grade 3. Range $1,902 to $2,298.

Grade 2. Range $1,704 to $2,100.

Professional service:

Grade 6. Range $6,230 to $7,070:

Site siiecialist-

Man-
years Amount

:

9. 2 55, '.

2 12, 359
1.3 8.048
1.4 8,666
1.1 7,166
1.7 9,813
0.1 779

2.6 9,500

'i""l,l83"

0.4 1,813
1.

1

6, 627
2.3 11,785
0.5 2,375
21.4

115,216
24.6

130,412
1.2 6,669
1.3 6,606

1.4 6.019
3.1 12,;

0.8 3,225
3. 9 16, 484

181,300
56,280
66, 070
56. 070
49. 840
93, 450
6, 230

15, 611

46, 620
51,800
20, 720

671, 440
41,440
46, 620

Gr
H(i

IMl to $6,626:

Hill

Technirai ;idviser-

.\ttornev
Ora<ie4. Range $4,300 to $5,180:

Housing economist
Site specialist

Grade 3. Range $3,640 to $4,300:

Housing market analyst
Grade 2. Range $2,980 to $3,640:

ilist.

Grade 1. Range $2,320 to $2,980

Crafts, protective, and custodial service:

Grade 3. Range $1,572 to $1,902

Total permanent, field (excluding
War Housing Centers)

in Ml, 111 MT\ ires, field (exclud-
ug War Housing Centers)

Personal services, War Housing Centers.

Overtime pay, War Housing Centers

Personal services (net)

.

OTHER OBLIGATIONS

02 Travel
03 Transportation of things.
04 Communication services-

05 Rents and utility services

06 Printing and binding
07 Other contractual services:

Miscellaneous contractual services

-

Employment without regard to sec.

3709 of the Revised Statutes
Special priority work
Special studies—
Technical research
Newspapers and periodicals
Exhibits

08 Supplies and materials
09 Equipment

Total, other obligations..

Grand total obligations..

0.5 1.600
0. 6 I. 600
3.6 9.100
2.8 6,300
9.3 18,644
27.8

49, 742
32.5 61,915
9. 7 13, 560

2. 4 12, 483

"3""i3,"4i7

0.1 303
1.3 4,518
1.5 5,910
3.3 9,9

7 18, 826
11.2 26,012
64.5

115,399
25. 1 49. 209
8.3 14,511

0.6 1.000

1 1. 290

1 3,640
4 14.670
6 21,840

14 41,940
10 26, 720
20 46, 730
203

427, 924
63 121,370
28 48, 130

49, 840
66,280

16,540
47, 040
5, T80

46, 830

2 6,960

2 3, 210

219.8
851, 294

1.2 4.312

76. 398

121, 090
23, 136

1,644
1, 261, 776

184,337
70, 000

120,050
20,917
95, 0.53

157, 786
81,390

113,204

5,000

3,750,903

301, 740
12, 0.50

237,035
339, 200
98, 000

124, 375

80,000

'862,500

360, 000
1,000

10, 000
24, 140

43, 960
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OFFICE OF THE ADMINISTRATOR—Continued

National Defense Housing, Temporary Housing, OflSce of Adminis-
trator, National Housing Agency

—

Transferred to "National defense housing,
temporary housing. Office of Adminis-
trator, National Housing Agency (trans-

fer to Federal Public Housing Author-
ity)"

Reappropriation of prior year balance in

1945 -

Total estimate or appropriation..

-|-$7, 500, 000

-7, 500, 000

Emergency Fund for the President, National Defense Housing
(Allotment to National Housing Agency)

—

By objects



FEDERAL HOME LOAN BANK ADMINISTRATION

INTRODUCTORY STATEMENT

The Federal Home Loan Bank Administration was
created by Executive Order 9070 to administer the func-
tions, powers, and duties of: (1) the Federal Home Loan
Bank Board, created by the Federal Home Loan Bank
Act of 1932 (12 U. S. C. 1421-1449), and of its members;
(2) the board of trustees of the Federal Savings and Loan
Insurance Corporation; (3) the board of directors of the

Home Owners' Loan Corporation; and (4) certain func-

tions, powers and duties with respect to the United States

Housing Corporation which was established to provide
housing in World War I, and which is now fully

liquidated.

By reorganization plan No. 1 which became effective

July 1, 1939, the Federal Home Loan Bank Board, the

Federal Savings and Loan Insurance Corporation and the
Home Owners' Loan Corporation, were grouped with other
agencies in the Federal Loan Agency where they remained
until the issuance of Executive Order 9070.
The Federal Home Loan Bank Administration is ad-

ministered by the Federal Home Loan Bank Commis-
sioner. Under the commissioner, the operations of the
Federal Home Loan Bank System are directed by a
governor and those of the Federal Savings and Loan In-

surance Corporation and the Home Ownei-s' Loan Corpo-
ration are each directed by a general manager.

Heretofore, a consolidated estimate of administrative
expenses has been submitted for the units comprising the

Federal Home Loan Bank Administration. For the
fiscal year 1947, budget estimates are being submitted
separately for the following units of the Federal Home
Loan Bank Administration:

Administrative Department.
Federal Home Loan Bank System.
Federal Savings and Loan Insurance Corporation.
Home Owners' Loan Corporation.

The estimates for the Federal Savings and Loan Insur-

ance Corporation and the Home Owners' Loan Corpora-
tion are being submitted in the foim of corporation budget
programs, in accordance with the provisions of the
Government Corporation Control Act (Public Law. 248,

79th Congress).

Language

FEDERAL HOME LOAN BANK ADMINISTRATION

Salaries and Expenses, National Housing Agency, Federal Home
Loan Bank Administration

—

Salaries and expenses: Not to exceed a total of [$7,490,127]
$1,603,000, to be derived from the [same sources as tlie funds made
available for administrative expenses of the Federal Home Loan
Bank Administration, including the Federal Savings and Loan
Insurance Corporation and the Home Owners' Loan Corporation,
by the Independent Offices Appropriation Act, 1945J special deposit

account established under the provisions under the head "Federal Home
Loan Bank Administration" in the Independent Offices Appropriation
Act, 1944, and from receipts of the Federal Home Loan Bank Adminis-

tration or the Federal Home Loan Bank Board for the fiscal year 1947
and prior fiscal years, shall be available during the fiscal year [1946]
194'^ for administrative expenses of the Federal Home Loan Bank
Administration (Executive Order 9070 of February 24, 1942)

,
[which

term and the term Administration, wherever used herein, shall unless
otherwise qualified include and apply to said corporations but shall

be exclusive of an}- corporation organized in pursuance of authority
contained in the Act of May 16, 1918 (40 Stat. 550) , and any amend-
ments thereof,] and said Administration may transfer to a separate
authorization {which is hereby authorized to be established)

, for expen-
diture by the Administration thereunder, not to exceed such amounts,
from funds available for administrative expenses of the Federal Home
Loan Bank Administration, the Federal Savings and Loan Insurance
Corporation, and the Home Owners' Loan Corporation, as said Ad-
ministration may deem necessary or advisable to be so transferred for
administrative expenses of or relating to any department or unit of
said Administration providing services or facilities also to the Federal
Savings and Loan Insurance Corporation and the Home Owners' Loan
Corporation; all the foregoing including personal services in the Dis-
trict of Columbia and elsewhere; travel expenses, in accordance with
the Standardized Government Travel Re.eulations and the Act of

June .3, 1926, as amended (5 U. S. C. 821-833) and the act of February
14, 1931, as amended (5 U. S. C. 73a); printing and binding; law-
books, books of reference, [and not to exceed $1,250 for] periodi-

cals, and newspapers; rent in the District of Columbia; maintenance,
repair, and operation of [motor-propelled] passenger[-carrying
vehicles] automobiles; and use of [the] services and facilities of the
Federal home-loan banks. Federal Reserve banks. Federal Savings
and Loan Insurance Corporation and the Home Owners' Loan Corpo-
ration and other agencies of the Government, [including the use of

ser\. s and facilities within the Administration;] the amounts so

deri'.cJ to be credited upon the books of the Treasurer of the United
States in such account or accounts as [the] said Administration may
determine[, and the Administration in its discretion may utilize the
facilities of the Division of Disbursement of the Treasury Depart-
ment for the disbursement of funds in or derived from such account
or accounts relating to said corporations]: Provided, That [(1)] all

necessary expenses in connection with the [liquidation] conservator-

ship of [insured] institutions[; (2) all necessary expenses (including

services performed on a force account, contract or fee basis, but not
including other personal services) in connection with the acquisition,

protection, operation, maintenance, improvement, or disposition of

real or personal property belonging to the Home Owners' Loan
Corporation or in which it has an interest;] insured by the Federal

Savings and Loan Insurance Corporation and [(3)] all necessary ex-

penses (includin.g services performed on a contract or fee basis, but
not including other personal services) in connection with the han-
dling, including the purchase, sale, and exchange, of securities on
behalf of Federal home-loan banks, and the sale, issuance, and retire-

ment of, or payment of interest on, debentures or bonds, under the

Federal Home Loan Bank Act, as amended, shall be considered as

nonadministrative expenses for the purposes hereof: Provided further,

That [except as herein otherwise provided] notwithstanding any
other provisions of this Act, except for the limitation in amount herein-

before specified, the administrative expenses and other obligations of

the Administration shall be incurred, allowed, and paid in ac-

cordance with the provisions of the Federal Home Loan Bank Act
of Julv 22, 1932, as amended (12 U. S. C. 1421-1449) [, the Home
Owners' Loan Act of 1933, as amended (12 U. S. C. 1461-1468), and
title IV of the National Housing Act of June 27, 1934, as amended
(12 U. S. C. 1724-1730)].

[Salaries and expenses: In addition to the funds made available

to the Federal Home Loan Bank Administration by the Independ-
ent Offices Appropriation Act, 1946, for "Salaries and expenses",

there is hereby made available to said Administration not to exceed

$150,000 from the sources specified under said head.] (Act of

May 3, 1945, Public Law 49; Act of Dec. S8, 1945, Public Law 269.)
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ADMINISTRATIVE DEPARTMENT, FEDERAL HOME LOAN BANK ADMINISTRATION

Prior to July 1, 1944, personnel rendering services to

more than one unit of the Federal Home Loan Bank
Administration were carried on the pay rolls of the several

units, their salaries being apportioned among said units.

On July 1, 1944, the Commissioner transferred the major
portion of such personnel to an Administrative Depart-
ment of the Fecleral Home Loan Bank Administration.

The amount which each unit of the Federal Home Loan
Bank Administration contributes toward defraying the

expenses of the Administrative Department is based upon
a calculation of the time rendered bj^ each of the employees
of the Administrative Department to each of said units.

PERSONAL SERVICES, DEPARTMENTAL

Statutory:
Commissioner _

Clerical, administrative, and fiscal service:

Grade 15. Kange $8,750 to $9,800;

Executive assistant to the Commis-
sioner

Assistant to the Commissioner
Grade 14. Range $7,175 to $8,225:

Secretary to the Federal Home Loan
Bank Administration

Director of personnel
Assistant to the Commissioner

Grade 13. Range $6,230 to $7,070:

Assistant director of personnel
Assistant budget oflScer

Grade 12. Range $5,180 to $6,020:

Assistant secretary, Federal Home
Loan Bank Administration...

Assistant to director of personnel
Administrative assistant
Supervisor, classification section
Assistant to executive assistant to the
Commissioner. -

Grade 11. Range $4,300 to $5,180:
Budget analyst
Training assistant
Assistant budget officer..

Personnel assistant
Administrative analyst
Classification review examiner..

Grade 10. Range $3,970 to $4,630:

Administrative analyst
Grade 9. Range $3,640 to $4,300:

Personnel assistant
.Administrative analyst
Budget analyst
Associate administrative analyst
Assistant secretary to Federal Home
Loan Bank Administration..

Grades. Range $3,310 to $3,970
Grade 7. Range $2,980 to $3,640
Grade 6. Range $2,650 to $3,310
Grade 6. Range $2,320 to $2,980
Grade 4. Range $2,100 to $2,496 _.

Grade 3. Range $1 ,902 to $2,298
Grade 2. Range $1,704 to $2,100..

Professional service:
Grade 9. In excess of $9,800:

General counsel
Grade 7. Range $7,175 to $8,226:
Assistant general counsel

Grade 6. Range $6,230 to $7,070;
Principal attorney.-

Grade 6. Range $6,180 to $6,020;
Senior economic analyst

,

Grade 4. Range $4,300 to $6,180:

Attorney _. _,

Grade 3. Range $3,640 to $4,300:
Economic analyst
Associate attorney

Grade 2. Range $2,980 to $3,640
Subprofessional service:

Grade 6. Range $2,320 to $2,980.
Grade 6. Range $2,100 to $2,496
Grade 4. Range $1,902 to $2,298

Crafts, protective, and custc dial service:
Grade 3. Range $1,672 to $1,902
Prade 2. Range $1,440 to $1,770 ,

0.8 3,008
0. 5 2, 383

0. 1 659
0. 1 39
3.5 9,530
3.6 8,709
9. 7 19, 638

14.4 27,499
17.4 29,099
3.7 6,170

4,600

1,226

1,221

200

1,008

Man-
years Amount

6,020
11,305
5,390
6,600

1 4, 740
1 4, 520
0.3 1,290

0.8 2,912
2 7,610
2 7, 727

1 3, 970
8 26, 073
3 9, 160

17. 6 45, 099
20. 7 47, 369
27 63, 659
7 12, 688

10, 000

14, 875

6,230

5,390

11, .580

19.040
9, 160

43, 840
48,060
56,698
12,688

10.000

14, 876

6,230

6,390

4,740

By objects





FEDERAL HOME LOAN BANK SYSTEM

Under the provisions of the Federal Home Loan Bank
Act approved July 22, 1932 (47 Stat. 725), Congress
created a reservoir of credit from which home-financing
institutions might secure funds to meet the reasonable
withdrawal requests of their investors and supplement
the savmgs ordinarily received from individual citizens to

meet the home-financing needs of their communities. The
12 Federal Home Loan Banks, which were created under
the act, and the building and loan associations, savings and
loan associations, cooperative banks, homestead associa-

tions, insurance companies, and savings banks, which are
members of these banks, constitute the Federal Home
Loan Bank System. It was designed to stabilize and
strengthen the agencies promoting private thrift and indi-

vidual home ownership. It performs substantially the
same fmiction in the field of home mortgage credit which
the Federal Reserve System performs as a credit reserve
for commercial banks, and the Federal land banks per-
form in the field of farm finance.

The 12 Federal Home Loan Banks, defined as mixed-
ownership corporations, obtain their funds chiefly from
subscriptions to capital stock, the issuance of their own
obligations, and deposits of member institutions. The
capital stock of the banks consists of subscriptions of

the United States Government and of member institu-

tions. The Secretary of the Treasury was authorized by
the Federal Home Loan Bank Act to subscribe to the cap-
ital stock of the 12 banks up to the total amount of $125,-
000,000. The amount thus subscribed and paid in full

aggregated $124,741,000, of which $231,100 was reth-ed

during the fiscal year 1945. The Government stock is

now held by the Reconstruction Finance Corporation
under the provisions of the act of June 25, 1940 (54 Stat.

572). As of June 30, 1945, total paid-in capital stock of
the banks amounted to $193,712,400, of which $124,509,-
900 was held by the Reconstruction Finance Corporation
and $69,202,500 was held by member institutions. It is

estimated that during the fiscal year 1946 approximately
$1,000,000 will be repaid by the banks to the Reconstruc-
tion Finance Corporation and $500,000 during the fiscal

year 1947.

By objects
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PERSONAL SERVICES, FIELD—Continued

Clerical, administrative, and Oscal serv-

ice—Continued
Grade 3. Range $1,902 to $2,298...

Grade 2. Range $1,704 to $2,100

Executive order grade:
Grade 14. Kate of $4,500:
Assistant district examiner

Total permanent, field.

All personal services, field

01 Personal services (net)

OTHER OBLIGATIONS

02 Travel
03 Transportation of things
04 Communication services

05 Rents and utility services
06 Printing and binding
07 Other contractual services
08 Supplies and materials.-
09 Equipment

Total other obligations

Grand total obligations
Reimbursements for services performed...
Transferred to—

"Salaries and expenses, OfRce of

Administrator, National Housing
Agency"

Excess of obligations over authori-
zation due to Public Law 106

593, 711

5 664

110, 668

Man-
years Amount

200, 277
811

14, 265
75. 044
1,225

20, 015
13, 000
4,915

329. 552

+16,998

-1-2,250

234 784,196

14, 000
82, 200
1.225

Transferred to—Continued
"Penalty mail costs. National Housing
Agency"

"Administrative Department, Federal
Home Loan Bank Administration"...

Received by transfer from Administrative
Department. Federal Home Loan
Bank Administration...

Advanced to .Administrative Depart-
ment, Federal Home Loan Bank Ad-
ministration

Net total obligations
Unobligated balance of authorization
Excess of obligations over authorization
due to Public Law 106

Total, Federal Home Loan Bank
System

By Projects or Functions

1. Administration...
2. Supervision
3. Examination
4. Legal
5. Travel
6. Other obligations.

Grand total obligations
Adjustments (see objects schedule for

detail)..

Total, Federal Home Loan Bank
System

Man-
; years Amount

-|-$9, 701

-1-6, 505

-14,668

4-124,744

-16,461

-1-138,923

$241,767
94, 414

731, 506
29, 400

192, 152
126, 908

$237, 539
106, 745
758, 262
34,392

200, 277
129, 275

1, 416, 153

4-136, 321

1, 466, 490

-33,053

$284, 237
114,495
811,263
33,950

204,500
131,035

1, 579, 480

4-22, 520



FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION

Creation and Purpose

The Federal Savings and Loan Insurance Corporation
was established under title IV of the National Housing
Act of Juno 27, 1934 (48 Stat. 1246) , as a means of restoring

and maintaining confidence in the thrift and home-
financing institutions of the savings and loan type.

Recognizing the importance of available credit for pur-

poses of stimulating recovery from heavy depression and
of providing a permanent and reliable som'ce of funds
for economical home financing, the Congi-ess provided
the safety of insurance up to $5,000 for each account of

investors in approved institutions.

Like any insurance operation, the Corporation is en-

gaged in the business of safeguarding and absorbing the

inevitable losses resulting from risk. By its very natm-e
risk is the result of hazards and uncertainties which are

not subject to accurate prediction. A severe drought may
seriously upset financial institutions which are dependent
upon business and agricultural conditions. Similarly

the ups and downs of business generally, or of more
limited conditions such as industrial inactivity, may
greatly affect the stability of financial institutions.

Prior to the early thirties, the resulting losses of innocent
small savers were heavy and burdensome but today, they
have available to them the protection of insiu-ance.

Because of the uncertainties both as to time and scope,

it is important that the Federal Savings and Loan Insm--

ance Corporation have a high degree of flexibility in its

operations to meet any possible demand. Failure to

respond quickly would not only weaken the public respect

for insurance but it could also serve to unsettle business
conditions by destroying confidence in financial mstitu-
tions. Recogiiizing such potentialities, the Corporation
was given additional powers in 1935 (49 Stat. 298), in-

cluding authority to prevent default or to restore an
insured institution in default to normal operations by
means of a loan, purchase of assets, or a contribution.

In conjunction with these broad powers for use in times
of emergency the Corporation was authorized to deter-

mine its necessary expenditures and the maimer in which
they shall be incurred, allowed, and paid, without regard
to the provisions of any other law governing the expendi-
ture of public funds.

Originally the Corporation was under the direction of a
board of trustees whose membership was identical to that
of the Federal Home Loan Bank Board. As a result of

reorganization plan No. 1, which took effect on July 1,

1939, the Corporation was grouped with other organiza-
tions under the Federal Loan Agency. On February 24,
1942, the Board was vacated mider the terms of Execu-
tive Order 9070 and all of its duties and powers were
transferred to the Federal Home Loan Bank Administra-
tion, which was made one of the three constituent units
of the National Housing Agency. In this reorganization
the corporate entity remained intact and its functions
and purposes continued without change.

Financial Organization

The authorized and paid-in capital stock of the Corpora-
tion amounts to $100,000,000 and is held by the Home

Owners' Loan Corporation in accordance with an act of

Congress (48 Stat. 1246). The Home Owners' Loan
Corporation is entitled to dividends on this stock at a
rate equal to the interest rate on the bonds received in

payment therefor, such dividends to be cumulative.
Dividends were paid from June 27, 1934, to June 30, 1935,
since which time they have been accumulated at the rate

of $3,000,000 per year. Deferment of dividend payments
was for the purpose of accelerating the building of loss

reserves with resulting strengthening of the insurance
program. Because of the dividend obligation as well as

the basic insurance liability of $4,817,285,000 on 2,471
insured savings and loan associations as of June 30, 1945,
the Corporation does not contemplate the return of any
Government capital during 1947.

For the purpose of carrying out the provisions of title

IV of the National Housing Act, the Corporation has
authority to borrow money, and to issue notes, bonds,
debentures, or other such obligations upon such terms
and conditions as the board of trustees may determine.
As of June 30, 1945, there were no securities of the Cor-
poration of these types outstanding.

Section 404a of the National Housing Act requires the
Corporation to accumulate a reserve fund equivalent to

5 percent of all insured accounts and creditor obligations

of all insured institutions. As of June 30, 1945, this

reserve was equal to 0.57 percent of the insured accounts
and creditor obligations as of that date. A statement of

condition of the Corporation is shown in exhibit C.

Analysis of Budget Program by Major Activities

In considermg the budgetary requirements of the Cor-
poration for the fiscal year 1947, recognition must be
given to the hazards and economic conditions which pro-

duce emergencies requiring prompt and efi'ective action

in order to limit losses and maintain public confidence.

As discussed previously, business fluctuations cannot be
accurately predicted and indicate a need for a high degree
of flexibility in the organization and operation of the
Corporation. Fluctuations in the housing and real-estate

market also affect the programs of the Corporation
through their effect on the financial condition of insured
institutions which are engaged primarily in the financing

of small homes.
As a part of its responsibility of encouraging economical

home financing, the Corporation insures accounts up to

$5,000 in Federal savings and loan associations, State-
chartered building and loan associations, savings and
loan associations, homestead associations, and coopera-
tive banks. Insurance is compulsory for all Federal
savings and loan associations and optional for other
institutions.

If an insured savings and loan association is in default

the Corporation may be appointed as conservator or

receiver and as such may:

1. Take over the assets and operate the institution.

2. Take action necessary to place it in a sound and solvent
condition.

3. Merge it with another insured institution.

4. Organize a new Federal savings and loan association.

5. Liquidate the assets.

191
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Although the Corporation must, m accordance with
title IV of the National Housing Act, be appointed as

receiver in the event a Federal savings and loan associa-

tion is placed in liquidation, appointment as receiver of

State-chartered associations rests with the State author-

ities. If the Corporation should not be appointed receiver,

it may:

1. Bid for the assets of the association.

2. Negotiate for a merger with another insured association.

3. Make any other disposition deemed advisable.

In order to prevent a default, the Corporation is author-

ized to make loans to, purchase the assets of, or make
contributions to an insured institution.

In the event an insured institution is liquidated, the

Corporation must pay insurance up to $5,000 on each
account as provided by title IV of the National Housing
Act.

Since the major activities of the Corporation in the past
have been in the fields of gi'anting insurance of accounts to

eligible institutions, the payment of insurance, the liquida-

tion of Federal associations declared in default, and the

rehabilitation of insured institutions through contribu-

tions to prevent a default, the estimates for 1947 as re-

flected in the statement of sources and application of

funds (exhibit A) have been restricted to these fields.

The assumptions upon which these estimates are based
are discussed in the following description of insurance

operations.

INSURANCE OPERATIONS

1 . Payment oj insurance to institutions in liquidation.—
In the event of default of an insured institution, each
insured investor has the option under title IV of the

National Housing Act, as amended, of either (1) a new
account in an insured institution not m default, or (2)

10 percent of his insured account in cash and the balance of

90 percent in negotiable nonintcrest-bearmg debentures,

one-half due within 1 year and one-half within 3 years from
the date of default.

Since its organization the Corporation has made pay-
ment of insurance on seven institutions with 7,705 inves-

tors' accounts amounting to $7,557,214, after eliminating
those accounts of mvestors which were offset against

obligations to the institutions. 7,646 of these accounts
(or 99.23 percent) with balances of $6,411,842 (84.84 per-

cent) were fully covered by insurance. The other 59
accounts were partially covered by insurance to the
amount of $295,000. Thus, the total insurance payable
on the 7,705 accounts amounted to $6,706,842 (88.75
percent) of which 7,161 accounts in the amount of

$6,688,424 had been presented and paid, leavmg 544
claims of $18,418 not yet presented as of June 30, 1945.

During 1945, the Corporation paid out $1,557 on
accounts of investors in the seven institutions presented
for payment, as reflected in the statement of sources and
application of funds (exhibit A). The Corporation was
also in the process of liquidating four of these institutions,

for which it was receiver, with assets aggregating approxi-
mately $8,668,000 at the time they were placed in liquida-

tion. This function produced liquidating dividends dur-

ing 1945 on the shares assigned to the Corporation in

connection with the payment of insurance in the amount
of $1,002,066, as shown in exhibit A. Although the
losses on liquidations are not yet finally determined, it is

estimated they will amount to approximately $643,00^
of which $25,000 has been absorbed, $615,520 appears ns

an allowance for losses on subrogated shares in exhibit C
as of June 30, 1945, and over $2,000 in loss will be incurred

if outstanding shares in these institutions are presented
for payment of insurance. The fact that no insured
institutions were placed in liquidation during 1945 may
be primarily attributed to the war period which increased
the incomes of a majority of the population.
As the insurance losses of the Corporation depend

largely upon the coui-se of economic conditions and the
existence of potential hazards, neither of which can be
accurately predicted, it is reasonable to assume that some
trouble cases will make their appearance during the fiscal

year 1947. The Corporation believes that with flexibility

of operations the resulting losses can be absorbed without
any difficulty and would expect to meet the resulting
problems with vigor and dispatch. Delay in meeting
these problems promptly could be the cause of a i-upture

of public confidence by allowing isolated cases of failure

to gather momentum of a full depression.

Although it is impossible to predict accurately the
number of loss cases to be received during the fiscal

years 1946 and .1947, and the manner in which they will

be handled, estimates have been made based on certain
assumptions. P^or the purpose of making these assump-
tions the Corporation used as a basis the losses experienced
during the 3 years prior to the war, 1939 to 1941, inclusive.

During this period the Corporation was required to
assist an average of seven insured institutions a year.

Therefore, it was assumed that it might be called upon to

handle this number in 1947. Beheving that the high
incomes of the war period would carry over to some
extent in 1946, only five cases were assumed for the
current fiscal j'ear. The estimate of seven cases for 1947
was divided into three contributions and four liquidations

and the five cases in 1946 into three contributions and
two liquidations.

Using the average size of approximately $2,250,000 of

insured institutions as of June 30, 1945, as a base, and
assuming that the insured share liability will aggregate
approximately So percent of the average assets, it is

assumed that based upon past experience the Corporation
will disburse $3,418,000 in the payment of insurance on
two liquidations in 1946 and $7,179,000 on four liquida-

tions in 1947. If such disbursements should be made, the

Corporation could expect to receive liquidating dividends
on shares subrogated to it in the process of paying insur-

ance of $1,082,000 in 1946 and $1,440,000 in 1947. The
effect of this function may be observed in the statement
of sources and application of funds (exhibit A). It is

estimated that the assets involved in the institutions

placed in liquidation would aggregate in excess of

$15,000,000.
2. Rehabilitation oj insured institutions.—Of the 38

insured institutions experiencing some difficulty up to

June 30, 1945, 7 were placed in liquidation, 3 required no
financial assistance and 28 were made whole by contribu-

tions under section 406f of the National Housing Act.

These 28 institutions required disbursements by the Cor-
porarion of $5,374,125 of which $183,862 has been recov-

ered, leaving a net loss of $5,190,263, all of which has been
chai'ged against the reserve fund as provided by law.

Outstanding commitments for additional payments to

these institutions totaled $54,148 as of June 30, 1945, and
are reflected as a liability in exhibit C.
During the fiscal year 1945, the Corporation received

one new insurance case which requii'ed a contribution of

$50,909, made ailditional contributions and payments on
contuigent commitments of $72,196, or a total of $123,105.

It obtained recoveries aggregatmg $41,845 on previous

contributions to seven institutions, all of which appear in



FEDERAL HOME LOAN BANK ADMINISTRATION 193

the statement of sources and application of funds
(exhibit A).
Based upon the assumptions set forth above imder

payment of insurance, the Corporation may make con-
tributions to three insured mstitutions in 1946 and tlu-ee

in 1947. Based upon past experience which indicates an
average loss of 10 percent on the assets of each insurance
case, the Corporation would be requned to disbmse
$728,000 in 1946, which includes the outstanding commit-
ments of approximately $54,000 on June 30, 1945, and
$674,000 in 1947. These amomits are reflected as ex-

penditures hi exhibit A and as charges to the reserve

fund as provided by law in the analysis of suiplus reserves

in exhibit B.

Although the Corporation is prepared to meet the chal-

lenge of the postwar period and is in a position to absorb
anticipated losses, it must be recognized that losses are

minimized through the ability to move rapidly and select

the most advantageous course of action.

Attention should also be called to the fact that there

are over 75 msured institutions, each of which has assets

in excess of $10,000,000. The failure of any one of these

larger associations would seriously affect the estimates
presented in the statement of sources and application of

funds (exhibit A). Another factor which may cause the
estimates to vary is the use of a 10-percent loss ratio. It

should be recognized that the Corporation received the
benefit of a rising market dm-ing the war period which
probably reduced anticipated losses.

Although the experience of the Corporation in handling
insured institutions in difficulty has been entirely with
liquidations and contributions, it is conceivable that the
loss cases assumed for the fiscal year 1947 maj^ be settled

through a loan or pm'chase of assets, if circumstances
should warrant.

3. Income jrom insurance operations.—During the war
period the Corporation limited its program in keeping
with the needs of the emergency period. As a result the

growth in membership has not been large duruig the last 4

years although resources of the msured members have
increased substantially. As of June 30, 1945, there were
2,471 msured mstitutions with assets of approximately
$5,500,000,000, an increase of 21 percent since the begin-

ning of the fiscal year.

Mostly of a mutual type, insured savings and loan asso-

ciations are developing m stature and now occupy a rec-

ognized place in the financial economy. These institu-

tions have mcreased from an average size of $520,000 in

1935 to approximately $2,250,000 as of June 30, 1945.

By comparison, commercial banks had an average size of

slightly less than $3,900,000 as of December 31, 1944, if

the 288 banks having deposits in excess of $50,000,000
are omitted from the approximately 13,000 banks insured
by the Federal Deposit Insurance Corporation.
The postw"ar period will present a distinct challenge.

New homes should provide much in the way of employ-
ment and strengthen the roots of our national stability.

To indicate the part which hasured savings and loan asso-

ciations can play hi the development of these objectives,

more than 1,300,000 families are presently financed
thi'ough this source representing an amount of more than
$3,400,000,000. Of significance also, approximately 4,-

250,000 mvestors have savings in insured associations,

with a gross investment of almost $4,800,000,000.
The continued growth in the size and number of insured

institutions has produced a constant increase in the amount
of premiums received by the Corporation since 1934. The
present annual rate of one-eighth of 1 percent of insured

accounts and creditor obligations has furnished the Cor-
poration with a total income from premiums since organi-
zation of over $29,000,000. Income from invested capital

and earnings and other sources has produced an addi-
tional income of approximately $40,000,000. After deduc-
tion of operating expenses, earnings have been credited to
a reserve for the purpose of absorbmg losses as required by
title IV of the National Housing Act.

In the fiscal year 1945, income from insurance premiums
and admission fees totaled $5,087,324 and interest earned
on investments totaled $3,549,465. Estimating that the
growth in savmgs in insured mstitutions during 1946
would be approxunately 60 percent of the growth during
1945, the premium income of the Corporation will aggre-
gate around $5,510,000. Excess funds above the amoimt
needed for projected losses and the payment of insurance
wUl be invested m United States Government obligations
or obligations guaranteed as to principal and interest by
the United States and will produce an income of approxi-
mately $3,718,000. (See exhibit B.)
For 1947, vigorous effort needs to be resumed in further

development of the unportant savmgs-and-loan field.

Almost 1,200 institutions, which are members of the Fed-
eral Home Loan Bank System, have assets of approxi-
mately $1,475,000,000 and still remain unuasured. Insur-
ance among this group should add much to the stability

of the financial system, afford expected protection to small
mvestors and accelerate the furtlier development of ade-
quate and economical home financing.

Assmniug that the rate of growth of savings in insured
institutions would slacken in 1947 but that the aggregate
outstanding msured accounts would be increased by the
entrance of presently unmsured mstitutions into member-
ship, the Corporation estimates a premium income of

$5,770,000 m 1947. It is expected that the mvestment
of excess cash, assuming that estimated losses will not be
exceeded, should increase the annual interest earned by
the Corporation to $3,810,000. The effect of these esti-

mates on the conditioia of the Corporation may be ob-
served in exhibits A and B.

Operating Results

Durmg the fiscal year 1945, the operations of the Cor-
poi-ation resulted m a net income before provisions for

reserves of $8,181,997. In accordance with section 404a
of the National Housmg Act, all of this income was trans-

ferred to reserves. However, since adjustments to re-

serves because of recoveries on contributions and reduc-
tions in previously estimated losses of $142,015 exceeded
actual and estimated losses of $110,838 incurred during
the year, reserves mcreased $8,213,174. For the fiscal

year 1946, it is estimated that net mcome will aggregate

$8,661,540, but because of estimated losses, reserves will

increase by $7,650,760. For the fiscal year 1947, net in-

come before provision for losses is estimated at $8,995,540.
AUowmg for estimated charges agamst reserves of $674,000
for contributions to insured ijistitutions and $718,000 in

estimated losses on subrogated shares, less adjustments of

previously estimated losses, the net increase in reserves

would amount to $7,648,000. (See exhibits B and C.)

Legislation pending before the Congress would provide
for a reduction in the premium rate from one-eighth of 1

percent to one-twelfth of 1 percent of accounts of insured
members and creditor obligations of each insured institu-

tion. Should this legislation become law, the Corpora-
tion's premium mcome would be reduced approximately
one-third. It is obvious that under such circumstances
the estimates for the fiscal year 1947 would be materially

altered.
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Financial Condition

Assets.—As of June 30, 1945, the assets of the Corpora-

tion totaled $160,262,497, as reflected in exliibit C. The
reported value of these assets was determined on an ac-

crual basis with specific reserves for any asset with an

actual value below that recorded on the books. Because

of the nature of its operations, the assets of the Corpora-

tion must be held in a liquid condition. The cash and
Govenunent bonds owned by the Corporation amount to

3.6 percent of its potential liability on the uisured ac-

counts and creditor obligations of 2,471 member institu-

tions. Relating these conditions to the estimates of possi-

ble difficulty, it is obvious that the Corporation should

have no trouble in meeting its obligations m the postwar

era.

Investments.—All funds of the Corporation not necessary

for current expenditures are mvested in obligations of the

United States, or m obligations guaranteed as to interest

and principal b^y the United States, in accordance with

section 402d of the National Housing Act. As of June

30, 1945, the Corporation held Government obligations

of $155,483,101 (exhibit C), representing appi-oximately

97 percent of total assets. This not only provides a

source of income but makes funds available in a safe and
comparatively liquid form for use in the event of emer-

gencies. The market value of these securities as of

June 30, 1945, was $157,915,047. Based upon the

assumptions previously made, it is anticipated that the

total investments will increase approximately $6,000,000

in 1946, and $3,137,000 in 1947.

Accounts receivable.—The accounts receivable consist

principally of insurance premiums and admission fees due
from insured institutions. (See exhibit C.) Annual
insurance premiums at the rate of one-eighth of 1 percent

of insured accounts and creditor obligations are paid in

semiannual installments, one-half at the beginning of

each insurance year, and the remaining half 6 months
later. As of June 30, 1945, this receivable consisted of

$14,712 in premiums due and payable as of that date and
$1,391,002 which became due during the 6 months' period

endmg December 31, 1945, plus admission fees of $129.

In accordance with section 403d of the National Housing
Act, each institution approved for insurance after the first

year of operation of the Corporation pays an admission
fee consistent with the reserve fund of the Corporation.

The present rate is 4 cents per $100 of the total amount of

all accounts of the insured members plus creditor obliga-

tions.

Subrogated accounts.—Title IV of the National Housing
Act provides that the surrender and transfer to the Cor-
poration through payment of insurance of an insured

account in an association in default shall subrogate the

Corporation with respect to such account. To June 30,

1945, the Corporation has been subrogated to accounts
aggregating $6,688,424, of which $25,040 has been cliarged

off and $4,494,335 received in lic[uidating dividends,

leaving a balance of $2,169,049 as reflected by exhibit C.

The allowance for losses on subrogated accounts in the

amount of $615,520 as of June 30, 1945, represents an
estimate of the ultimate loss on subrogated accounts still

on the books, based upon the total estimated cai)ital losses

at the time of default plus or minus any estimated profit

or loss.

Liabilities.—The Corporation has no outstanding obli-

gations except current liabilities. The undishursetl com-
mitments for contributions to insured institutions re-

ported in exhibit C as of June 30, 1945, were charged

against reserves at the time a contribution was approved
and will be disbursed upon the establishment of losses

and expenses incurred by an insured institution in con-

nection with the disposition of certaJTi slow assets.

Deferred income.—Premiums billed to insured institu-

tions are credited to a deferred income account and are

taken into earnings over the insurance year of each

institution.

Reserve Jund as provided by law.—As of Jime 30, 1945,

the legal reserve of the Corporation amoimted to $27,-

492,780, while the 5-percent reserve of all insured accounts

and creditor obligations of all insured institutions, as

specified by section 404a of title IV of the National

Housing Act, amounted to $240,864,250. The amount
of this potential liability on 2,471 Lnsm-ed institutions is

$4,817,285,000. Therefore, for each dollar of capital

and total reserves the Corporation has a potential liability

of $30.58.

In considering these facts relatmg to the liability of

the Insm-ance Corporation, it is important to make refer-

ence to the financial position of insured members. With
cash and Government bonds equal to approximately 40

percent of their savmgs accounts and creditor obligations,

and combmed reserves and undivided profits of 10.4

percent of all their mortgage loans, it is clear that the

over-all picture gives evidence of being basically sound.

(See exhibit C.)

On the negative side, there is probably larger risk in

the mortgage loan portfolios of insured mstitutions today

as compared with that of the prewar period. While it is

difficult to measure the risk, the Corporation recognizes

that there are some associations which have financial

positions of less than average strength. Therefore, a

policy of preparedness and a condition of flexibility are

essential if the Corporation is to fulfill its fimction of

helpmg to stabilize the financial economy.
Special reserve for contingencies.—This reserve which

amounted to $30,000,000 on June 30, 1945, is equivalent

to the unpaid cumulative dividends on the capital stocd

of the Corporation since June 30, 1935, which stock is

held by the Home Owners' Loan Corporation. Legis-

lation is now pending before the Congress which would
provide for a reduction in the present 3 percent dividend

rate after June 30, 1945, to the average interest rate on
the bonds of the Home Owners' Loan Corporation out-

standing diu-ing the period with respect to which the

dividends are paid or accumulate. If no dividends are

paid, this reserve would amount to $36,000,000 as of June
30, 1947 (exhibit C).

bond authorization

Although the Corporation has authority to borrow
money as previously described, the pi'ojected program for

1947, as presented in exhibit A, does not include the

issuance of any obligations. However, in the event an
economic crisis of sufficient magnitude should develop in

the future, the Corporation may find it necessary to issue

obligations for the purpose of providing sufficient funds to

meet its insurance liability. Under present authority

securities must be sold in the private market which, in a

period of stress, may not offer favorable opportunities for

the sale of such obligations. Considering these long-term

contingencies and recognizing the importance of the public

interest, it would seem that the Corporation should have
the right to sell debentures to the Treasury in times of

emergency. Legislation is now pending before the

Congress which would provide this authority.
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Administrative Expenses

This expense covers the general supervisory staff en-

gaged in over-all supervision of the programs carried on
by the Corporation. It does not include expenses in con-
nection with liquidation of insured institutions, liquidation

or handling of assets of or derived from insured institu-

tions, payment of hisurance, and action for or toward
avoidance, termination, or minimizing of losses. During
the war period the Corporation necessarily and quite

properly operated on a minimum basis. During the

fiscal year 1945, the administrative staff expendecl 42.8
man-years of personal service, which, with other related

costs of administration, resulted in a total expenditure of

$418,357. Now there is need for the Corporation to dis-

charge its full public tiust by developing its functions for

the promotioji of thrift and encouragement of economical
home financing, both of which are of major importance m
our present economy. In 1946 much headway is being
made in catching up the slack of the war period.

For the fiscal year 1946, the Corporation estimates ex-

penditures of $531,000 for administrative expenses. The

authorizing language implementing the Corporation's
budget for the fiscal year 1947 includes a limitation of

$532,000 for administrative expenses.

Language

The types of programs set forth hi the 1947 budget of the Federal
Savings and Loan Insurance Corporation, within the funds available
to it, are approved, including the use of services and facilities of the
Federal home-loan banks. Federal Reserve banks, and agencies of the
Government, including the Federal Home Loan Bank Administration
and the Home Owners' Loan Corporation: Provided, That not to

exceed $532,000 of such funds shall be available for administrative
expenses (as shown in its statement of income and expenses), which
shall be on an accrual basis and shall be exclusive of interest paid,
depreciation, properly capitalized expenditures, and expenses in
connection with liquidation of insured institutions, liquidation or
handling of assets of or derived from insured institutions, payment of
insurance, and action for or toward the avoidance, termination, or
minimizing of losses in the case of specific insured institutions: Pro-
vided further. Thai notwithstanding any other provisions of this Act,
except for the limitation in amount hereinbefore specified, the admin-
istrative expenses and other obligations of said Corporation shall be

incurred, allowed, and paid in accordance with title IV of the Act of
June 37, 1934, as amended (12 U. S. C. 1724-1730). (Act of Dec. 6,

1^45, Public Law 248.)
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 1945, 1946, and 1947]

1946, actual 1946, estimated

FUNDS APPLIED
To ineurance operations:

Payment of insurance claims _

Rehabilitation of insured institutions-

To purchase of investments: Government securities

To operating expenses: '

Administrative expenses

Liquidation and other expenses __. _

To purchase furniture, fixtures, and equipment _

To increase (or decrease') worlcing capital (see schedule A-1)-

Total funds applied

FUNDS PROVIDED

By recoveries on insurance operations:

Liquidating dividends on subrogated shai'es

Recoveries on contributions to insured institutions

By sale of investments: Governnient securities

By operating income:

Insurance premiums and admission fees earned -

Interest earned on U. S. Government securities

Miscellaneous income

By nonoperating income: Adjustment of net income for prior years

Total funds provided - -

•Deduct.

» Excludes expenses which do not require funds during current year (see exhibit BJ

$1, 557

123, 105

$3, 418, 000

728,000

418, 357

32. 010

$124, 662

10. 300. 693

450, 367

5,348

420,553

$4, 146,

1

7,500,1

531, 000

35, 400

',179,000

674,000

632, 000

51.000

1.002,066

41, 846

1.043,911

1, 620, 000

1, 082,

1

1,500,1

5, 087, 324

3, 649, 465

6, 610. 000

3, 718, 000

5, 770, 000

3, 810, 000

J7, 853, 000

9.000,000

583, 000

2,000

•554, 460

1, 440, 000

5, 863. 000
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Exhibited

comparative statement of income and expenses
(Fiscal years ending June 30, 1945, 1946, and 1947]
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[As of June 30, 1944, 1945, 1946, and 1947]
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Schedule B-1
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Schedule C-1

ALLOWANCE FOR LOSSES ON SUBROGATED SHARES

[Fiscal years 1945, 1946, and 1947)

At beginning of fiscal year ---

Reductions:

Transferred to reserve fund as provided by law

Subrogated shares written of! ..- -

Addition: Estimated losses on shares subrogated during the year..

At close of fiscal year

$701, S39

86,607

1946, estimated

6,000

6,500

342,000

1947, estimated

44,000

109,000

718.000



HOME OWNERS' LOAN CORPORATION

Creation and Purpose

The Home Owners' Loan Corporation was established

under the act of June 13, 1933 (48 Stat. 128), as an

emergency instrumentality of the Federal Government for

the purpose of refinancing the mortgages of distressed

urban home owners and to stem the flood of foreclosures

resulting from the unprecedented economic collapse of the

early thirties. In 1933, hundreds of thousands of home
mortgages were in default. Home owners throughout the

country had already lost their properties through fore-

closure, or were in imminent danger of doing so. Finan-

cial institutions were threatened with irreparable losses

and deflation was rapidly destroying all property values.

As a result. Congress created the Home Owners' Loan Cor-

poration and charged it with the responsibility of taking

over mortgages on small nonfarm homes, the owners of

which were in actual default and who could not otherwise

escape foreclosure.

The authority of the Corporation to acquire mortgages
of distressed home owners and other obligations and liens

secured by real estate in exchange for cash or bonds of the

Corporation expired June 12, 1936. Since that time the

principal function of the Corporation has been to service

the loans and to take over properties where necessary and
dispose of them to the best interests of the Corporation.

Through this process the Corporation is and has been pro-

ceeding with a rapid and orderly liquidation of its assets.

Its objectives are to assist as many liorrowers as possible

to preserve and ultimately own their homes free and clear

of debt and to conclude its operations, if possible, without

loss to the Federal Government and the taxpayers.

Originally the Corporation was under the direction of a

board of directors, the membership of which was identical

to the Federal Home Loan Bank Board. As a result of

reorganization plan No. 1, which took effect on July 1,

1939, the Corporation was grouped with other organiza-

tions under the Federal Loan Agency. On February 24,

1942, under terms of Executive Order 9070, the Board
was vacated and all of its duties, powers, and functions

were transferred to the Federal Home Loan Bank Admin-
istration under the direction of a single commissioner and
was made one of the three constituent units of the National
Housing Agency. In this reorganization the corporate
entity remained intact and its functions and purposes
continued without change.

Financial Organization

All activities of the Corporation from its inception to

date have been financed from funds received from the

following sources: (a) Sale of capital stock, (6) issuance

of bonds, and (c) income received from its operations.

The Corporation's authorized capital, as provided for

in section 4b of the Home Owners' Loan Act of 1933,

amounted to $200,000,000. The total amount was sub-

scribed and paid for by the Secretary of the Treasury.

Under the terms of the original act, bonds, guaranteed
as to interest only by the Federal Government, were
authorized for issue in an aggregate amount of $2,000,-

000,000. By an amendment approved April 27, 1934

(48 Stat. 643), bonds of the Corporation were guaranteed

by the Federal Government both as to principal and
interest. A subsequent amendment contained in title V
of the National Housing Act, approved June 27, 1934

(48 Stat. 1246), mcreased the authorized issue of bonds
to $3,000,000,000, exclusive of certain bonds issued for

refunding purposes. By a further amendment in the act

of May 28, 1935 (49 Stat. 293), the authorized issue was
further increased to $4,750,000,000, exclusive of certain

bonds issued for refunding purposes.

Of the total amount authorized, $2,688,215,850 was
exchanged for mortgages, $100,000,000 was invested in

the capital stock of the Federal Savings and Loan In-

surance Corporation under authority of an act of Congress

(48 Stat. 1246), and $701,237,700 was sold to provide

capital, making a total of $3,489,453,550 of bonds issued

for value. As of June 30, 1945, there remained a balance

of $1,260,546,450 available for issue.

Analysis of Budget Program by Major Activities

In appraising the budgetary requirements of the Cor-

poration for the fiscal year 1947, it is necessary to recognize

that the level of its activities depends largely upon
economic conditions and the extent to which changes

which may occur will affect the Corporation's activities

presently restricted to realization and liciuidation. For
this reason, it is necessary to make certain assumptions

with respect to conditions during the fiscal year 1947 as

a basis of projecting the activities for this period. These
assumptions are discussed below in connection with the

respective programs.
The level at which these activities were carried on

during the fiscal year 1945 and the projected level for

the fiscal years 1946 and 1947 are shown in the statement

of sources and application of funds in the fuiancial state-

ment immediately following the narrative. (See exhibit

A.)
Mortgage loans and vendee accounts.—Mortgage loans

are original loans made by the Corporation during its

lending period from June 13, 1933, through June 12, 1936.

Vendee accounts are represented by sale of the Corpora-
tion-owned properties acquired through foreclosure.

The Corporation has taken full advantage of the im-

proved economic conditions prevailing by encouraging

its borrowers:
1. To pay off their indebtedness to the Corporation in

full and become the owners of their homes free of debt.

2. To pay more each month on their loan accounts than
is called for under their contractual obligations and thus

build up in good times a substantial equity to serve as a

bulwark against subsequent periods of unemployment or

depression.

During the fiscal year 1945, a total of 93,378 original

loans and 19,166 vendee accounts amounting to

$325,208,287 were paid in full. Based on the experience

of prior years, it is estimated that during the fiscal year

1946, 93,695 loans, both original and vendee, ^vill be paid

in full. During the year 1947, it is estimated that

90,000 loans, both original and vendee, ^^all be paid in full.

During the fiscal year 1945, $45,004,797 was collected

from borrowers in excess of their contractual obligations,

exclusive of loans paid in full.
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It is essentially the duty and responsibility of the

Corporation's borrowers to pay their own taxes, insurance,

and the cost of repairs. The establishment of the tax

and insurance account for the convenience of many of its

borrowers whereby they include with their monthly pay-
ments an amount equal to Ks of their annual taxes and jU
of a 3-year insurance premium has mateiially assisted

them in discharging this obligation without undue burden.
In order to protect its interest the Corporation must pay
the taxes and insurance for those borrowers who have not
availed themselves of the advantages of establishing a tax

and insurance account and are financially unable to meet
such payments when due. It is also retjuired to make
necessary repahs for those borrowers who are financially

unable to do so themselves. During the fiscal year 1945,

$1,477,065 was paid and charged to the borrowers' ac-

counts as advances. Based on the record of past expe-
rience and predicated upon the continuation of the same
conditions, it is estimated that during the fiscal year 1946
it mil be requhed to pay $1,310,000. During the fiscal

year 1947, it is estimated that it will be requhed to advance
$1,210,000. (See exhibit A.)

After acquisition of property by the Corporation, it is

generally necessary to make certain expenditures to put
the property in condition for sale. Such expenditures are

capitalized. During the fiscal year 1946, the number of

properties owned will be materially reduced and it is

estimated that $37,000 will be reqinred for property ex-

penditmes. Dui'ing the fiscal year 1947, based on a

further reduction of the number of properties owned, it is

estimated that $30,000 will be required. (See exhibit A.)

Foreclosure costs which, like property expenditures, are
capitalized amounted to $158,707 during the fiscal year
1945. For the fiscal year 1946, it is estimated that
$135,000 will be required and for the fiscal year 1947,

$115,000 will be required. The estimates here presentecl

are calculated on the basis of the reeluceel number of loans
outstanding. Consideration has also been given to the
increasing equity of the borrowers in their homes. (See
exhibit A.)

Section 4k of the act, as amended, provides that all

payments upon the principal of the loans made by the
Corporation shall unelcr regulations maele by the Corpora-
tion be applied to the rctiiement of bonds of the Corpora-
tion. Certain other receipts, such as amounts received by
the Coiporation from the repm-chase of shares purchased
by the Corporation in savings and loan associations, are
also applied to the retirement of bonds of the Corporation.
During fiscal year 1945, $324,018,000 was applied to the

retirement of bonds held by the Uniteel States Treasury,
and $803,045,975 was applied to the retirement of bonels
helel bv the public. During the fiscal year 1946, it is esti-

mated' that $247,982,000 wall be applied to the rethement
of bonds held by the Treasury, and $9,000,000 will be
applied against the bonels held by the public. During the
fiscal year 1947, it is estimated that the sum of $180,000,-
000 will be applied against the retirement of bonds held by
the United States Treasiu-y, and $1,000,000 will be ap-
plied against bonds held by the public. The bonels of the
Corporation now held by the public represent issues
which have matured and which it is anticipated will be
presented for payment diu'ing the fiscal years stated. (See
exhibit A.)

Repayments of principal of loans outstanding, both
mortgage loans and vendee accounts, during the fiscal

year 1945, amounted to $272,530,818. For the fiscal

year 1946, it is estimated that such repayments will

amount to $209,485,000. For the fiscal year 1947, it is

estimated that repayments of principal of loans outstand-
ing, both mortgage loans and vendee accounts, will

amount to $155,815,000. (See exhibit A.)

Properties.—During the past fiscal year the Corporation
disposeel of 4,991 pi-operties for wliich it received $19,871,

703, of wliicli $17,463,930 was represented by purchase
money obligations acquired and $2,407,773 was repre-

sented by cash. These prope>rties were carried on the

books of the Corporation at a capitalized value of $33,-

680,652. The number of properties remaining on hand
totaled 901. During the fiscal year 1946 it is estimated
that the number of properties on hand and in process of

aceiuiring title will increase by 120 new acquisitions and
decrease by an estimated 781 sales, leav-ing on hand anel

in process as of June 30, 1946, 240 properties. It is esti-

mated that the Corporation will receive $2,274,000 for the

estimated 78 1 sales, of which $1 ,650,000 will be represented

by purchase money obligations acquired anel $624,000 will

be representeel by cash. Dining the fiscal year 1947 it is

estimated that the 240 pro])erties on hand anel in process

at the beginning of the year will increase by 100 new
acquisitions and decrease by an estimateel 250 sales, leav-

ing on hanel and in process as of June 30, 1947, 90 proper-
ties. It is estimateel that the Corporation will receive

$640,000 for the estimated 250 sales, of which $485,000
will be represented by purchase money obligations ac-

quired and $155,000 will be represented by cash. (See

exhibit A.)

These estimates, as previously stated, have been predi-

cated upon a continuance of favorable economic condi-

tions. It is obvious that any aelverse change in the gen-

eral economic level will materially affect the estimates

now submitteel for the fiscal year 1947.

Operating Results

During the fiscal year 1945, the operations of the

Corporation resulted in a net income of $27,997,750, after

provision for all losses anel adjustment of reserves. Due
to the normal liquidation of the Corporation's assets, it is

but natural to anticipate that its net income will be
proportionately less each year. For the fiscal year 1946,

it is estimateel that the net mcome will amount to $23,-

940,000. For the fiscal year 1947, it is estimated that the

operations of the Corporation will result in a net income
of $17,760,000. The anticipated net income for the fiscal

years 1946 and 1947 will decrease the Corporation's deficit

from $106,088,580 as of June 30, 1945, to $64,389,000 as of

June 30, 1947. (See exhibits B and C.)

Financial Condition

As previously stated, the establishment of the tax and
insurance account is for the convenience of the Corpora-
tion's borrowers. Amounts paiel in by borrowers are

crediteel to their respective tax and insurance accoimts
and alloweel to accumulate until pavments therefrom
become due. As of June 30, 1945, the sum of $23,195,169
was on deposit by borrowers for this purpose. As of June
30, 1946, it is estimated that the sum of $22,000,000 will be
on deposit. As of June 30, 1947, it is estimated that

the sum of $20,000,000 will be on deposit for the pay-
ment of taxes and insm-ance. A portion of these funds
which would otherwise remain idle pending the payment
of taxes and/or insurance have been utilized by purchasing
short-term investments in United States Government
securities. On June 30, 1945, this investment amounted
to $15,000,000. It is estimated that the same amount will
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remain invested at the end of the fiscal years 1946 and
1947. (See exhibit C.)

Section 4n of the Home Owners' Loan Act of 1933. as

added by the act of May 28, 1935 (49 Stat. 293), authorizes

the Home Owners' Loan Corporation to make certain

investments, inckiding investments m both Federal and
State-chartered savings and loan associations. On June
30, 1945, investments in these associations amounted to

$26,232,950. During the fiscal year 1946, it is estimated
that repurchases of shares bv these associations will i-educe

the amount of this investment to $18,233,000. Durhig
the fiscal year 1947, it is estimated that further repurchases
by these associations will reduce the amount of this mvest-
ment at June 30, 1947, to $14,333,000. (See exhibit C.)

Mortgage loans and rendee accounts.—On June 30, 1945,

there were 532.495 mortgage loans and vendee accounts
outstanding, amounting to $964,615,333. Of this num-
ber, 11,405 were delinquent in their payments to the extent
of 3 months or more. As of June 30, 1946, it is estimated
that the number of outstanding accouTits will be reduced
to 432,990, amounting to $757,698,000. At the end of the

fiscal year 1947, it is estimated that the number of out-

standing accomits wUl aggregate 343,090, amounting to

$603,263,000. The above figures represent the value of

the outstanding accounts before the application of reserve
for losses. (See exhibit C.)

Acquired security.—As of June 30, 1945, there were 901
properties owned and ui process of acquiring title having
a capitalized value of $4,611,883. Depending largely

upon a continuation of favorable economic conditions
during the fiscal years 1946 and 1947, it is estimated that
there will be as of June 30, 1946, a total of 240 properties
having a capitalized value of $1,136,000. On June 30,

1947, it is estimated that there will be 90 properties owmed
and in process ol acquisition having a capitalized value of

$391,000. (See exhibit C.)
Interagency proprietary interests.—Section 402b of the

National Housing Act, approved June 27, 1934 (48 Stat.

1246), authorized and diiccted the Corporation to sub-
scribe for the total amount of the capital stock of the
Federal Savings and Loan Insurance Corporation. Pm--
suant thereto, the Corporation invested the sum of

$100,000,000. It is anticipated that there will be no
change in this proprietary interest in 1946 or 1947. (See

exhibit C.)

Bonds outstanding.—Of the total amomit of bonds issued
for value, there remained outstanding as of June 30, 1945,
$1,026,239,700 of which $1,009,982,000 was held by the
United States Treasiu-y, and $16,257,700, representing
matiu-ed issues not yet presented for retnement, was held
by the public. Because of the liquidating operation of

the Corporation, it is not contemplated that it wdl in-

crease its outstanding bonds dming the fiscal years 1946
or 1947. On the contrary, it is estimated that as of June

30, 1946, the total amount of bonds outstanding will be
$769,258,000. As of June 30, 1947, it is estimated that a
total of $588,258,000 will be outstanding. (See exhibit C.)

Return of capital funds to the Treasury.— On June 30,
1945, the Corporati ii's deficit amounted to $106,088,580.
By the application of net income after provision for losses,

it is estimated that this deficit will be reduced to $82,-
149,000 as of June 30, 1946. It is estimated that this
deficit will be further reduced to $64,389,000 as of June
30, 1947. Under the above stated circumstances, the
Corporation does not contemplate the return of any capital
in 1946 or 1947. Moreover, since practically aU of its ac-
quired properties have now been disposed of, the major
portion of its net income wUl continue to be applied against
its deficit. For this reason, it does not recommend that
its actual or estimated impairment of capital be restored
by the use of Treasury funds. (See exhibit C.)

Administr.\tive Expenses

This expense covers the general supervisory staff

engaged in over-all supervision of the programs carried
on by the Corporation. It does not include expenses
(including services performed on a force account, con-
tract, or fee basis, but not including other personal serv-
ices) in connection with the acquisition, protection,
operation, maintenance, improvement, or disposition of
real or personal property belonguig to the Corporation,
or in which it has sn interest, or legal fees and expenses.

During the fiscal year 1945, the administrative staff

expended 2,021.5 man-years of personal service which
with other related costs of administration resulted in the
total expenditure of $6,944,556. The liquidation of the
Corporation's assets permits a reduction in its super-
visory staff during the fiscal year 1946 to an estimated
1,565.7 man-years, and a further reduction to an estimated
1,390 man-years for the fiscal year 1947 which with other
related costs of administration will amount to $5,179,000.
For further details see statement of income and expenses
(exliibit B).

L.\NGUAGE

The types of programs set forth in the 194~ budget of the Home
Owners' Loan Corporation, within the funds available to it, are ap-
proved, including the use of services and facilities of the Federal home
loan banks. Federal Reserve banks, and agencies of the Government,
including the Federal Home Loan Barik Administration and the
Federal Savings and Loan Insurance Corporation: Provided, That
not to exceed $-5,179,000 of such funds shall be available for admin-
istrative expenses (as shown in its statement of income and expenses)
which shall be classified as such in a manner consistent with prior years
and shall be on an accrual basis, and shall be exclusive of interest paid,
depreciation', and properly capitalized expenditures: Provided further.
Thai notwithstanding any other provisions of this Act, except for the

limitation in amount hereinbefore specified, the administrative expenses
and. other obligations of said Corporation shall be incurred, allowed,
and paid in accordance with the Home Owners' Loan Act of 1933,
as amended (le U. S. C. 11,61-1468). (Act of Dec. 6, 1945, Public
Law 248.)
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

(Fiscal years ending June 30, 1945, 1946, and 1947]

FUNDS APPLIED

To protect Corporation's interest in loans and vendee accounts: Advances for taxes, in-

surance, repairs, etc

To protect Corporation's Interest in acquired security: Property expenditures capitalized

To acquire property securing defaulted loans: Foreclosure costs capitalized

To retire outstanding bonds payable:

Held by U. S. Treasury..-. -

Held by public

To operating expenses: *

Bond interest

Administrative expenses (see schedule B-2) -.

Fee service -

Maintenance and operation of acquired property

To nonoperating expenses and losses:

Fidelity and casualty losses... -

Losses from fire and other hazards

To purchase furniture, fixtures and equipment

To increase (or decrease*) working capital

Total funds applied

FUNDS PROVIDED

By repayments of principal of loans:

Mortgage loans

Vendee accotmts

By sale of security acquired.on defaulted loans:

Property at book value - -

Less:

Loss on sale (gross) - -

Purchase money obligations acquired

Proceeds of sales (cash)

Less: Commissions and selling expenses

By sale of investments: Repurchases of shares by savings and loan associations—
By borrowings: From V. S. Treasury-

By operating income:

Interest on loans

Interest on special investments -

Dividends on investments in savings and loan associations

Rental of acquired property

Miscellaneous - -

By sale of furniture, flitures, and equipment: Profit on sale of fully depreciated items...

Total funds provided

"Deduct.
' Excludes expenses which do not require funds during current year (see exhibit B),

1945, actual

$324, 018, 000

803, 045, 976

14,511,637

6, 944, 556

63. 990

956, 104

22,099

21, 499

199, 665, 287

72, 965, 531

•13,808,949

•17,463,930

2, 407, 773

•1,394,038

49,136,010

131, 332

938, 446

840, 363

$1, 477, 065

117,272

158,707

43, 698

24, 188

•51,110,658

1.013,735

20, 290, 100

754, 000, 000

I, 035, 022

374, 769

1946, estimated 1947, estimated

, 310, 000

37,000

135, 000

$247, 982, 000

9, 000, 000

8, 892, 000

5, 754, 000

119,000

117,000

$180, 000, 000

1, 000, 000

6, 835, 000

5, 179, 000

67,000

55,000

25,000

4,000

29.000

4,000

•15,218,000

146, 640, 000

62, 845, 000

•1,810,000

•1, 650, 000

624,000

•150, 000

474, 000

1, 000. 000

38, 485. 000

130. 000

543. 000

114.000

640, 000

105,000,000

50, 815, 000

•600, 000

485, 000

155,000

45,000

30, 625, 000

130, 000

385, 000

60.000

660, 000

39.912,000

290, 000

$1, 210, 000

30,000

115,000

15, 000

15,000

•2, 906, 000

110,000

3, 900, 000

31.740.000

50, 000

191,615,000
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Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSES
[Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated 1947, estimated

Operating income:

Interest on loans

Interest on special investment. -. _.

Dividends on investments in savings and loan associations.

Rents

Miscellaneous (see schedule B-1)

Total operating income _

Operating expenses:

Interest on bonded indebtedness .^

Administrative expenses (see schedule B-2)..-

Fee service

Depreciation on building and equipment..-

Maintenance and operation of acquired property (see schedule B-4).

Total operating expenses.

Net operating income

Nonoperating income (or loss*) :

Loans receivable charged oil

Loss on acquired security

Commission and selling expenses

Losses—Fidelity and casualty

Fire and other hazards

Sale of furniture, fixtures and equipment.

Net nonoperating Income (or loss').

Net Income before adjustment of valuation reserves.

Adjustments of reserves:

Reserve for losses on loans, interest and property

Reserve for losses, fire and other hazards

Reserve for losses, accounts receivable

Net adjustments.

Net Income

$14,611,637

6, 944, 556

63,990

77, 897

956, 104

•37, 528

;, 808, 949

, 394, 038

•22, 099

•21, 499

374, 759

13,440,515

7,740

•21, 989

$49, 136, 010

131,332

988, 871

938, 446

840, 363

52, 035, 022

ANALYSIS OF DEFICIT ACCOUNT

$8, 892, 000

5, 754, 000

119,000

58,000

117,000

•11,000

•1,810.000

•150,000

•25, 000

•4,000

290,000

171,000

517.000

•10,000

$38, 485, 000

130, 000

543,000

114,000

640, 000

39, 912, 000

$6, 835, 000

5, 179, 000

67,000

69,000

55,000

•10,000

•600,000

•45,000

•15, 000

50,000

•1,145,000

•10, 000

$30, 525, 000

130,000

386, 000

50,000

650,000

31, 740. 000

Balance at beginning of fiscal year..

Net income for year (above)

Adjustments (net)

Balance at end of fiscal year..

$134, 086, 330

27, 997, 750

$106, OSS, 580

23, 940, 000

$82, 149, 000

17,760,000
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Exhibit C
COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[As of June 30, 1944. 1945, 1946. and 1947)

ASSETS
Cash:

On hand and in bants

With U. S. Treasury

Appropriated funds: Allotments from emergency

fund, defense housing --.

Investments:

Public Debt obligations of the United States

Savings and loan associations

Securities issued by Government agencies, guar-

anteed

Loans receivable

:

Loans to aid home owners:

Mortgage loans and advances...

Vendee accounts and advances.

Total -

Less: Reserve for losses (see note).

Accounts receivable:

Government agencies..

Others...

Total

Less: Reserve for losses..

Accrued interest receivable:

Interest on public debt obligatii

Interest on loans (see note)

Land, structures, and equipment:

Home ollice land and building, at cost

Furniture, fixtiu'es, and equipment, at cost.

Total

Less: Reserve for depreciation.

Acquired security: Properties owned and in process

of acquiring title (see note) —
Deferred and unapplied charges

Interagency proprietary interests: Capital stock,

Federal Savings and Loan Insurance Corporation..

Total assets

LIABILITIES

Accounts payable:

Interest on bonds..

Other

Accrued liabilities:

Interest on bonds-.

Other...

Trust and deposit liabilities:

Federal ta.x withheld

Funds held for borrowers

National Housing Agency, homes conversion

program

Other

Bonds payable:

Held by U. S. Treasury.

Held by others...

Deferred and unapplied credits:

Prepayments by borrowers on installment ac-

counts not due

Other

Total liabilities.

June 30, 1944, actual

$724, 620

99. 637, 058

15, 000. 000

46, 529, 250

847. 179. 749

372, 926. 075

1. 220. 105. 824

26.431.419

156, 970

53, 712

209.682

31,231

60,679

3, 206, 584

2. 987, 820

1, SCO, 304

*. 788, 124

2. 225. 880

943. 630

165. 863

1.218,000

766. 418

580. 000. 000

819. 303. 675

913.319

789. 921

$100, 361, 678

32, 905

36, 063. 492

50. S50

June 30, 1945, actual

$747. 290

43, 376. 643

15. 000. 000

26. 232, 950

647, 023, 619

317, 591, 714

964, 615, 333

12, 990, 904

142, 507

66,280

208, 787

53,220

50,760

2, 495, 456

2, 987, 820

1, 423, 528

4, 411, 348

1. 902. 813

2. 508, 535

4,611,883

1,146,830,012

713, 091

149, 070

159, 653

23, 195. 169

1. 0O9. 982, 000

16,257,700

750, 811

423,581

June 30, 1946, estunated

$700, 000

26, 395. 000

June 30. 1947. estimated

$650,000

21. 415. 000

16. 000. 000

18. 233, 000

501,028,000

256, 670, 000

757, 698, 000

12, 820, OOO

120, 000

65,000

185. 000

63, 000

61.000

2. 390, 000

2, 988, 000

1,062,000

4, 040, 000

1, 586, 000

15.000.000

14. 333, 000

396, 672, 000

206, 591, 000

603, 263, 000

13, 965, 000

116,000

80.000

196. 000

73.000

50.000

2. 270, 000

2, 988, 000

997, 000

3, 985, 000

1, 585, 000

1, 136, 000

10,000

485, 000

131,000

90, 000

22, 000, 000

762, 000. 000

7, 258, 000

600,000

414, 000

400, 000

126, 000

80, 000

20, 000, 000

582, 000, 000

6, 258, 000

500, 000

364,000

Note.—Reserve is applicable to losses on loans, interest, and property.

391, 000

10. 000
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Exhibit C—Continued

COMPARATIVE STATEMENT OF FINANCIAL CONDITION—Continued
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Schedule B-2

ADMINISTRATIVE EXPENSES
[Fiscal years ending June 30, 1945, 1946, and 1947]

By accounts
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Schedule B-3—Continued
PERSONAL SERVICES—Continued

By grades



UNITED STATES HOUSING CORPORATION

The United States Housing Corporation was organized
under the laws of the State of New York in 1918 as a
result of an Act of Congress approved May 16, 1918 (40
Stat. 550), as amended and supplemented by the Act of

June 4, 1918 (40 Stat. 594), in order to provide housing
and community utilities for war workers of World War I.

Liquidation of the Corporation was provided for by the
Act of July 19, 1919 (41 Stat. 163), and later enactments.
Powers and duties vested in the President by the above-
cited acts of 1918 were assigned first to the Secretary of

Labor and subsequently transferred successively to the
Secretary of the Treasury and the Federal Works Adminis-
trator. Executive Order 9070 transferred these powers
and duties to the Federal Home Loan Bank Administra-
tion.

When the Federal Home Loan Bank Administration
undertook, in 1942, to wind up the affairs of the Corpora-
tion, one of the major tasks which remained was the dis-

position of the litigation and other legal complications
which existed with respect to the Corporation's property
interests. The bulk of the properties were located in

Philadelphia, Pennsylvania, and New Brunswick, New
Jersey, and had been the subject of legal controversy
between the Corporation, local taxing authorities, and

contract vendees of the various properties for approxi-
mately twenty years. Through the efforts of the Federal
Home Loan Bank Administration and the Department of

Justice, which handled the litigation, these legal matters,
representing controversies which had existed for many
years, were brought to a conclusion, and the disposition of
all properties was completed in May 1945.
The residual funds of the Corporation have been covered

into the Treasury as miscellaneous receipts. The Federal
Home Loan Bank Administration will take the necessary
steps to effect the formal dissolution of the Corporation.

EXPENSES OF LIQUIDATION, UNITED STATES HOUSING
CORPORATION





FEDERAL HOUSING ADMINISTRATION

INTRODUCTORY STATEMENT

The Federal Housing Administration was established

June 27, 1934 under provisions of the National Housing
Act (12 U. S. C. 1701), to encourage improvement in

housing standards and conditions and to promote a stable

mortgage market through a system of mutual mortgage
insurance for private mortgage loan institutions. Under
this Act, title I provides principally for insurance of loans

for repair and modernization of existing residential prop-
erties. These as a general ride are short term unsecured
character loans. Title II provides insurance for long
term mortgage loans on residential construction. The
legal authorization for insurance of mortgages on existing

structnrcs expires June 30, 1946, and from that date all

insurance under title II will apply to new construction.

On March 28, 1941, title VI was added to provide au-
thority for insuring mortgages on privately financed war
housing. As of June 30, 1945, the Administration had
insured loans and mortgages under all three titles in a

face amount of 8,597 million dollai-s, of which 4,569 million

dollars were still outstanding.
Provision has been made in 1947 for the insurance of

850,000 loans for renovation and repair of existing struc-

tures under title I, an increase of 375,000 over the estimate
for fiscal year 1946. The volume of activity estimated for

1947 under this title is higher than the prewar level, the

accumulated need for long-delayed repairs and inipiove-

ments being greater than at any previous time. Defaulted
title I notes have been paid off in recent years at a favor-

able rate and the volume of new defaults is not large;

however, the number and value of defaulted notes held
for collection are expected to increase slightly based upon
the increased volume. Premium receipts and cash re-

coveries under this title are expected again to exceed the
amount of claims paid plus administrative expenses. A
request for authorization of 3 million dollars for payment
of losses has been included in the budget, such payments
to be made from the title I revolving fund, the net worth
of which, as of June 30, 1945, amounted to nearly 8.2

million dollars.

Fiscal year 1947 estimates assume (1) FHA insured
loans will cover 210,000 privately financed urban dwelling
units started in that year and (2) foreclosure of 20,000
mortgages due to defaults of title VI war housing. This
level of activity will require sales and managem.ent opera-
tions on the foreclosed property and processing of 314,500
applications for title II insurance in addition to the main-
tenance worldoad for all outstandmg accounts — including
premium collections and accounting as well as audits of

large rental projects. The basis for these estimated
levels of activity is the general assumption that without
the enactment of legislation now pending, fiscal year
1947 will see 600,000 privately financed non-farm dwelling
units started and that 35 percent of these (the average
for immediate prewar years) will be financed with mort-
gages insured by FHA. These figures compare with
assumptions of 175,000 private housing starts, 60 percent
insured by Federal Housing Administratico, involving
125,000 applications, upon which the authorization of

funds for fiscal year 1946 was predicated, or a workload
increase for 1947 exceeding 150 percent.

On March 31, 1945, the Congress increased the title VI
authorization by 100 million dollars to its present total of

1.8 billion dollars, and extended authorization to insure

under this title to June 30, 1946. The authorized amount
was nearly all used or com^mitted at the time of the
Japanese surrender and acceptance of new applications

was discontinued as of September 10, 1945. Legislation

is now pondins to extend title VI and to authorize an addi-

tional $2,000,000,000 of insurance.

Because of the greatly increased workload for fiscal year

1947, based on the expected Nation-wide expansion of the

private building industry, the budget estimate for admin-
istrative expenses of the Federal Housing Administration
for fiscal year 1947 provides for a total of $17,624,000, an
increase of approximately 50 percent over fiscal year 1946,

financed out of receipts of the various insurance funds.

This estimate has been prepared on the basis of exist-

ing authorized functions and activities and gives no effect

to pending legislation, enactment of which would ma-
terially affect the estimate, both as to title VI resumption,

and as to increased total new residential construction vol-

ume, which would affect title II and the reimbui-sable

activity for processing of priorities for veterans seeking

to build homes.
Languagk

FEDERAL HOL'SING ADMINISTRATION
Salaries and Expenses, National Housing Agency, Federal Housing

Administration

—

Salaries and expenses: In addition to the amounts available

by or' pursuant to law (which shall be transferred to this authoriza-

tion) for the administrative expenses of the Federal Housing Admin-
istration in carrying out duties imposed by or pursuant to law, not

to exceed [$10,250,000] $17,634,000 of the various funds of the

Federal Housing Administration as follows, (1) the mutual mort-
gage insurance fund, (2) the housing insurance fund, (3) the account
in the Treasury comprised of funds derived from premiums collected

under authority of section 2 (f), title I of the National Housing Act,

as amended (12 U. S. C. 1701), and (4) the war housing insurance

fund shall be available for expenditure, in accordance with the pro-

visions of said Act for the administrative expenses of the Federal

Housing Administration, including: Personal services in the District

of Columbia; travel expenses, in accordance with the Standardized

Government Travel Regulations and the Act of June 3, 1926, as

amended (5 U. S. C. 821-833), but there may be allowed, in addition

to mileage at a rate not to exceed 4 cents per mile for travel by motor
vehicle, reimbursement for the actual cost of ferry fares and bridge,

road, and tunnel tolls, and employees engaged in the inspection of

property, servicing of loans, or the liquidation of delinquent

accounts, may be paid an allowance not to exceed 4 cents per mile

for all travel performed in privately owned automobiles within the

limits of their official posts of duty when such travel is performed in

connection with such inspection, servicing, or liquidation; printing

and ijinding; lawbooks, books of reference, and not to exceed .$1,500

for periodicals and newspapers; not to exceed $1,500 for contract

actuarial services; maintenance, repair, and operation of two
[motor-propelled] passenger[-carrying vehicles] automobiles; and
rent in the District of Columbia: Provided, That all necessary

expenses of the Administration (including services performed on a

contract or fee basis, but not including other personal services) in

connection with the acquisition, protection, completion, operation,

maintenance, improvement, or disposition of real or personal

property of the Administration acquired under authority of titles

I, II, and VI of said National Housing Act, shall be considered as

213
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nonadministrative expenses for the purposes hereof: Provided fur-
ther, That, except as herein otherwise provided, the administrative
expenses and other obligations, including nonadministrative ex-
penses, of the Administration shall be incurred, allowed, and paid
in accordance with the provisions of said Act of June 27, 1934, as
amended (12 U. S. C. 1701).

[Salaries and expenses: In addition to the funds made available
to the Federal Housing Administration by the Independent Offices
Appropriation Act, 1946, for "Salaries and expenses", there is hereby
made available to said Administration not to exceed $1,000,000 from
the sources specified under said head.] (Act of May 3, 1945,
Public Law 49; Act of Dec. 28, 1945, Public Law 269.)

By objects
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PERSONAL SERVICES, DEPARTMENTAL—COB.

Professional service—Continued
Grade S. Range $5,180 to 16.Ci20—Con.
Engineer, cost

Engineer, structural
Engineer, land planning
Engineer, mechanical
Engineer, valuating..
Attorney
Economist, housing.
Engineer, construction
rnderwriting supervisor
Chief, arts section

Grade 4. Range $4,300 to $5,180:

Architect
Engineer, architectural —
Engineer, structural- -

Engineer, land planning
Engineer, mechanical
Attorney.-
Statistician--
Engineer, construction _ ,

Engineer, sanitary -

Illustrator

Grade 3. Range $3.C40 to $4,300:

Architect -

Engineer, architectural
Engineer, cost - -

Engineer, land planning -.

Engineer, valuating,- --

Attorney
Economist, housing
Illustrator.-- - -

Mathematician, financial

Grade 2. Ranee $2,880 to $3.640--

Grade 1. Range $2,320 to $2,980

Subprofessional service:

Grade 6. Range $2,320 to $2,980-

Grade 5. Range $2,100 to $2,496-
Grade 4. Range $1,902 to $2,298

Crafts, protective, and custodial service:

Grade 8. Range $2,640 to $3,200

Grade 7. Range $2,364 to $2,870

Grade 6. Range $2,166 to $2,662

Grade 5. Range $1,968 to $2,364

Grade 4. Range $1,770 to $2,166

Grade 3. Range $1,572 to $1,902

Grade 2. Range $1,440 to $1,770

Total permanent, departmental

Temporary employment, departmental.-.
Part-time employment, departmental
Overtime pay, departmental --.

All personal services, departmental.

PERSONAL SERVICES, FIELD

Clerical, administrative, and fiscal servii

Grade 15. Range $8,750 to $9,800:

State director

District director.--
Grade 14. Range $7,175 to $8,225:

State director.-- _

District director
Grade 13. Range $6,230 to $7,070:

State director

District director
Assistant State director
Chief underwriter
Assistant district director

Grade 12. Range $5,180 to $6,020:

State director -..

Assistant to district director
Office manager
Underwriter ,-.

Mortgage risk examiner
Mortgage credit examiner
Valuator —
Construction examiner
Property management supervisor-.
Assistant district director
Chief underwriter
Assistant State director
Territorial director
Assistant to State director
District director

Grade 11. Range $4,300 to $5,180:

State director
Assistant district director
Office manager
Underwriter --

Mortgage risk examiner
Mortgage credit examiner
Valuator -

Property manager
Construction examiner
Property management representative.
Assistant State director
Construction cost examiner
Assistant to district director
Underwriting supervisor
Construction supervisor
Assistant to State director

Man-
years Amount

5 $24,650
1 4, 6C0
2.2 10,6.'9

0.4 1.920

I 6, 400

2.8 12.950

1.8 8,640

0.1 380
2.8-11,200
1 4. 000

3.7 14,800

0.7 3.029

4.9 19.842

1 3. 800

1 4, 000

0.1 320
3.300

1 3. .3ro

1.2 4,200
1 3, 500

1.9 6.235
0.5 1.600
1

0.2

1 2. 660
9. 7 20, 640
2 4, 031
0.9 1.8.36

10.9 17,464
13. S 19.417
34.7 42.481

1, 153. 8
2. 672. 125

16. 4 25, 184

4. 3 6. 145

520. 815

21.1
125, 483

11 65,<141

0. 6 3, 616

10 59, 103

0.3 1,920

4.2 21,25a
1.6 7,880
1 4.800

39 191, 560
2. 6 13. 192

3.4 17,210
7. 4 36, 789
3.6 17,466
0.5 2.435
2.3 11.200
1 ,5,000

1 4. <I30

2 10. 200
0.8 3,935

M^- Man-
years Amount years Amount

$.6. 810
5. 390

15. 750

25. 900
6. 020

16. 590

20, 720
5.180
6,020

15, 750
10, 360

27. IfO

5,600

13, 340
4. 520

13, 340
4. 520

22, 160

4.300
4, 620
4,740

3. 750
3. 7.60

7,280
3. 970
11.140
3.640

35

22,002
2,232
4, 332

22. 362
24, 636

51,070

1, 376. 5

3.632,168
18.6 32.261
2.5 4,260

61,788

2.9 12.362
3.8 16,834

20. 9 86, 773

17. 8 73. 273
11.4 49,541
37.4

151,958
3.9 16,117

14. 6 59, 765
3.6 16,031
2.4 10,015
0. 3 1, 380
.9 7,400

0.1 460
49 189,163

11.410
17,010
6,810

15.

4,080
3. 7.60

7.280
3,640
3.750
16.220
4,640

2.430

4, 376
6,838

1, 587.

6

4. 199. 589
16. 4 29. 028
4.3 7, .327

140. 910
93,100
31, 150
67, 130

24, 920

.38. 1.60

7 76, .666

5,180

58. 870
54, 9.60

56, 420

2 10.9"0

42 234. l.'O

15 77. 910
2 11,620

1 5, 180
5 22. 820
5 22, 380

41 185. 980

205, 160

18 80. 590
63 243,960

PERSONAL SERVICES, FIELD—Continued

Clerical, administrative, and fiscal serv-

ice—Continued
Grade 10. Range $3,970 to $4,630:

State director

Valuator—
Mortgage risk examiner..
Mortgage credit f.

Cost estimator
Construction cost examiner..
Construction examiner

Underwriter.-
Property manager..-
Property management representative-
Assistant to district director

Assistant to State director
Architect
Office manager

Grade 9. Range $3,640 to .$4,300:

Underwriter
Cost examiner
Office manager
Mortgage risk examiner
Construction inspector
Valuator-- - ---

Property manager

Mortgage credit examiner,.

0. 4 $1, 560
36.5

135, 260
3.7 13,918
4

15,834
6. 3 24, 009

9 33, 493
29.9

109, 403
2.9 11,100
0.7 2,616

2.2 7,847

Property management representative-

Mortgage service representative...
Construction cost estimator.-
Construction examiner

17. 1 58, 038
20. 3 70, 803
6. 2 21, 116

141.9
476, 564

7.7
27, 410

21.3
71, 747

16.8 57,!

1 4.080

6 19, 190

'i4""'55,'i40'

252.8

0.2 666

Cost estimator.-- —
Title I representative
Assistant territorial director-..
Reconditioning inspector
Rental project supervisor.
Construction cost examiner

—

^'aintenance manager-
<'onstfnction supervisor
Assistant to State director

Grades. Range $3,310 to $3,970..

Grade 7. Range $2,980 to $3,640..

Grade 6. Range $2.6.«0 to $3,310..

Grade 6. Range $2,320 to $2,980.

.

Grade 4. Range $2,100 to $2.496..

Grade 3. Range $1,902 to $2,298..

Grade 2. Range $1,704 to $2,100..

Grade 1. Range $1,506 to $1,902..

Prnfossional service:

Grade 6. Range $6,230 to $7,070:

Engineer, land planning
Consultant architect

Grade 5. Range $5,180 to $6,020:

Engineer, land planning
Architectural examiner
Economist, housing

Grade 4. Range $4,300 to $5,180:

.\rchitectural examiner
Attorney
Engineer, construction
Engineer, land planning
Economist, housing

Grade 3. Range $3,640 to $4,300:

Architectural examiner

0.4 1,

71.4
236, 369

17 59,710
9. 7 33, 856

920, 192

99,700
2
248, 248

242.8
883,792

36 138, 190
1 3, 640

1.6 5,428
0. 3 975
4. 4 15, 288
0.6 2,161
0.4 1,330

546, 369
12. 9 32, 945
53.9

115, 189

67.8
126, 752

323.4
547, 962

286.1
431, 745

34. 7 46, 627

23 96, 092
4. 4 17, 2

0. 4 1, 522
11.2 42,935

117,492

138, 624

636, 664
8
675, 506

Subprofessional service:

Grade 6. Range $2,320 to $2,980

Crafts, protective, and custodial service:

Grade 3. Range $1,672 to $1,902,--

Total permanent, field..

Temporary employment, field

Part-time employment, field

—

W. A. E. employment, field

Overtime pay, field

Additional pay for foreign service, field.

67 6

194, 231

4. 2 14, 308
96.7

267, 861

0. 4 800

2 2, 707

1,910
5. 447, 728

2.2 3,835
0. 4 598
27.3

73, 521

1,011,238
6,036

1 2, 430

2 3,276

2, 162. 5

6, 905, 265
1 1,704

80,222
95. 499
4,607

All personal services, field.

31.7
127, 169

4 16, 100
32 130, 120
106

424,000
4 16, 540

21 83, 690

699
26, 810

2, 565, 842
84.6

312, 860
81.8

306, 012
............

1 3,860
502

1, 846. 896
12 44. 230
25 93. 860
1 3. 640
3 11.140

3,750
16 57, 020

192, 523
168

369, 928
591

1. 166, 375
603.6

872. 422
15.7 26,096

1 6, 230

5 27, 790

3.276

3, 786. 2
12. 156.619
2. 2 4, 475
0.4 708

168.6
505, 858

9'95.3

01 Personal services (net).

OTHER OBLIGATIONS

02 Travel
03 Transportation of things

04 Communication services

—

05 Rents and utility services,

.

06 Printing and binding
07 Other contractual services,

.

483. 431
10. 091

247. 874
649.228
72. 474
121,129

682.068
15. 697

223. 725
641.352
96, 559

131, 799

1, 099, 559
17,000

313,000
860.900
173,000
196,000
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FEDERAL HOUSING ADMINISTRATION—Continued

Salaries and Expenses, National Housing Agency, Federal Housing
Administration

—

Continued

By objects



FEDERAL PUBLIC HOUSING AUTHORITY

INTRODUCTORY STATEMENT

The Federal Public Housing Authority is one of the

three constituent units of the National Housing Agency
provided for by Executive Order 9070, issued February
24, 1942, under authority contained in title I of the First

War Powers Act, 1941. Under the Executive order, the

functions of a number of agencies concerned with defense
and low-rent housing were consolidated into the Federal
Public Housing Authority, with responsibihty for the

development and management of housing built with
public funds.

The agencies and activities included in the consolidation

were

—

The United States Housing Authority.
The division of defense housing of tlie Federal Works Agency.
The division of mutual ownership of the Federal Works

Agency.
The defense housing program of the Public Buildings Ad-

ministration.
The housing of the War and Navy Departments (except

projects on military and naval reservations).

The nonfarm housing of the Farm Security Administration.
The Defense Homes Corporation.

The creation and purpose of each of these components
may be briefly outlined as follows:

The United States Housing Authority.—The nucleus of

this concentration of public housing activities was the
low-rent program of the United States Housing Authority
established pursuant to the United States Housing Act
of 1937 (42 U. S. C. 1401). Under this act the assistance

of the Federal Government was pledged to local housing
agencies to enable them to build and operate large scale

housing projects to house families in the lowest income
groups.

The division oj defense housing of the Federal Works
Agency.—The Federal Works Agency originally admin-
istered through its own organization and allotments to

other agencies, defense housing activities under the author-
izations contained in the basic defense housing act, the

Lanham Act (42 U. S. C. 1521) and the Temporary Shelter

Acts (55 Stat. 14, 197, 810).

The division of mutuxil ownership of the Federal Works
Agency.—Projects were developed under the Lanham
Act by the Mutual Ownership Defense Housing Division

of the Federal "Works Agency. It was contemplated that
these projects would be sold to nonprofit corporations
organized by the residents of the project in accordance
with the provisions of the Lanham Act relating to the
disposition of housing.

The defense housing program of the Public Buildings
Administration.—Defense housing projects were initiated

by the Public Buildings Administration from Lanham
Act funds (42 U. S. C. 1521). These projects consisted

of dormitories for the District of Columbia and family
dwelling projects in various States.

The housing of the War and Navy Departments {except

projects on military and naval reservations).—The Second
Supplemental National Defense Appropriation Act, 1941

(54 Stat. 872, 883, 884), appropriated funds for war hous-
ing to the "War and Navy Departments. The Lanham
Act provided that these funds coidd be transferred for

expenditure in accordance with the provisions of that act.

The defense housing transferred to Federal Public PIous-
ing Authority excluded units located on military or naval
reservations, posts or bases.

The nonfarm housing of the Farm Security Administra-
tion.—These projects were developed out of funds appro-
priated by the National Recovery Act of 1933 (40 U.
S. C. 401-414) and the Emergency Relief Appropriation
Act of 1935 (49 Stat. 115). Projects consist of (1) sub-
sistence homesteads, or groups of homes with garden plots
for urban families of low income; and (2) green towns, or
model suburban developments for lower-salaried office

workers.
The Defense Homes Corporation.—The Defense Homes

Corporation was organized in October 1940, as a Maryland
corporation, by direction of the President contained
in a letter dated October 18, 1940. The Corporation
provided permanent housing in centers of war activity

where private capital was unable to provide sufficient

housing and where there would be a continuing need for

such housing after the war. This housing consisted of

large-scale housing pi-ojects, dormitories, and groups of

individual houses. Under Executive Order 9070 the func-
tions, powers, and duties of the Corporation are adminis-
tered by the commissioner of the Federal Public Housing
Authority. The Corporation has been in liquidation since

January 1, 1945.

In addition to the above activities, mention should be
made of several important supplemental programs which
were either included in the original consoUdation or were
added subsequently. These are:

The original slum-clearance projects developed by the

Public Works Administration under the National Indus-
trial Recovery Act and transferred to the United States

Housing Authority at the time of its formation.

In June 1940, Congress passed the defense amendment
to the United States Housing Act which authorized the
use of United States Housing Authority low-rent and
slum-clearance funds to provide housing for defense
workers (42 U. S. C. 1501).

There was transferred from the Farm Security Adminis-
tration, m addition to the subsistence homesteads and
green towns projects, defense housing developed under the
Lanham Act (42 U. S. C. 1521) and the Temporary Shelter

Acts (55 Stat. 14, 197, 810) in outlying areas. Stopgap
housing (trailers) made up a large part of this housmg.

Federal Public Housing Authority received additional

allocations of funds, after the consolidation, authorized by
the basic public defense housing legislation known as the

Lanham Act (42 U. S. C. 1521) adopted October 14, 1940.

This act called for the provision of housing for persons en-

gaged in national defense activities in those localities in

which an acture shortage of housing existed, or impended,
which would impede national defense activities and where
private capital could not provide such housing.

Federal Public Housing Authority also received addi-

tional allocations authorized by the Temporary Shelter

Acts enacted in 1941 to provide temporary and immediate
stopgap shelter for defense workers (55 Stat. 14, 197, 810)

.
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The United States Maritime Commission constructed

with its own funds dormitory and family dwelling unit

projects to further the defense activities of commercial
shipbuilding concerns engaged m Government work.
Most of these projects were transferred to Federal Public

Housing Authority on June 30, 1944.

In October 1942, the homes conversion program was
inaugurated by the Home Owners' Loan Corporation,

under the provisions of the Lanham Act, whereby the

Government leased existing structures and remodeled them
into apartments to house war workers, thus assm-ing that

maximum use would be made of the existing building

supply at the same time every effort was being m.ade to

construct new war housing. Management of this program
was transferred to the Federal Public Housmg Authority
on August 1, 1944.

Title V was added June 23, 1945 to the Lanham Act
(59 Stat. 260), authorizing the use of war housing and
war housing funds to provide housing for veterans and
for families of servicemen. This title was amended De-
cember 31, 1945 (59 Stat. 674) and March 28, 1946
(Public Law 336, 79th Cong.), and appropriations of

$445,627,000 were made available for the relocation or
conversion of approximately 200,000 units of surplus war
housing and other facilities for transfer to universities and
local bodies for housing veterans.

On August 18, 1945, the War Relocation Authority
transferred to the Federal Public Housing Authority the
responsibility for rehousing approximately 10,000
Japanese-Americans prior to then' reabsorption into

normal civilian life.

The National Housing Agency has designated the Fed-
eral Public Housing Authority to act in the disposition of

surplus housing property of other agencies in accordance
with the Surplus Property Act of 1944 (58 Stat. 765).

The activities under this authorization and the cost thereof
are not included in this budget presentation but are re-

ported separately to the War Assets Administration for

inclusion in its budget.
On December 28, 1944, the Foreign Economic Admin-

istration assigned to Federal Public Housing Authority
the program of producing 30,000 houses for the United
Kingdom and 4,500 barracks for France. On VJ-day the
United Kingdom cancelled the remainder of its program
including 8,110 partially-completed units which were then
declared surplus and later sold to the French Government.

PENDING LEGISLATION

No allowances for pending legislation have been in-

cluded in this budget presentation. At the time of its

preparation Senate Bill 1592, which contains broad pro-
visions for aid to urban and rural localities in slum-
clearance and low-rent housing, was pending in the Con-
gress, which, if enacted, will have a marked eflFect on the
operations of the Federal Public Housing Authority.

1947 BUDGET PROGRAMS

Under the provisions of the Government Corporation
Control Act, budget programs for the fiscal year 1947 are
required to be submitted to the Congress by the Defense

Homes Corporation and by the "Federal Public Housing
Authority (or United States Housing Authority) and
including public housing projects financed from appro-
priated funds and operations thereof."

The various Federal Public Housing Authority activities

have been classified for purposes of budgeting, accounting,
and reporting into seven major groups based on the
purpose of the program and the methods of financing,

development, and management, as follows:

1. Public war housing program.—This program in-

cludes all the housing under Federal Public Housing
Administration developed under the basic Defense Hous-
mg Act (the Lanham Act), the Temporary Shelter Acts,

and the War and Navy Department Second Supplemental
National Defense Appropriation Act of 1941, and the
United States Maritime Commission projects. It ex-

cludes war housing administered under the homes con-
version program and the veterans housmg program.

2. Homes conversion program.—This program covers
buildings and homes leased by the Federal Government
as authorized by the Lanham Act and converted into

dwelling units.

3. Veteraris housing program.—The operations included
under this program are limited to those covered by title V
of the Lanham Act. It should be noted that much of the
housing originally constructed for war workers has been
opened to veterans and their families but where it con-
tinues in use at its original site and is administered by
Federal Public Housing Authority, rather than by local

bodies and educational institutions, it is reported under
the war housing program.

4. Defense Homes Corporation.—This program includes
all the housing developed and operated by this corpora-
tion.

5. Corporate program. —This program includes the low-
rent housing program under the United States Housing
Act, the war housing developed as a result of the defense
amendment, and the slum-clearance projects developed
by the Public Works Administration. There is included
m the budget submission for this program the annual
appropriation request to Congress to cover subsidy pay-
ments which the Federal Government has contracted to

pay to local authorities. These payments, in the form
of annual contributions, assist in financing the operations
of locally o\vned low-rent projects.

6. Farm Security Administration Program.—This pro-
gram covers the subsistence homestead and green town
projects constructed by the Farm Security Administra-
tion.

7. Administrative expense.—This presentation covers the
total administrative expense requirements of the Federal
Public Housing Authority, with the exception of the De-
fense Homes Corporation, and distributes these expenses
to the various programs on the basis of workload. Much
of the effectiveness of the Federal Public Housing Author-
ity arises from the fact that it is operated as a single

homogeneous organization, instead of being subdivided
into separate organizations to administer each program.
The authority for the establishment of a single adminis-
trative expense account was contained in the Independent
Offices Appropriation Acts of fiscal years 1944, 1945, and
1946.



PUBLIC WAR HOUSING PROGRAM

Creation and Purpose

In order to sustain the defense production program, the
Congress during 1940 enacted the following legislation

authorizing the provision of housing for defense workers:
The Second Supplemental National Defense Appropria-
tion Act, 1941, Public Law 781, approved September 9,

1940 (54 Stat. 872, 883, 884); and the Lanham Act,
Public Law 849, approved October 14, 1940 (42 USC.
1521). Subsequently, authorization and appropriations
for temporary shelter for defense workers and inmigrant
war workers were pi'ovided by Public T^aws 9, 140, 375,

73, and 353 (55 Stat. 14, 197, 810). These acts provided
for financing the required emergency housing entirely

from Federal funds, in those localities in which an acute
shortage of housing existed or impended, which might
impede the war program and where such housing would
not be provided by private capital when needed because
of the investment risk involved.

Executive Order 9070 of February 24, 1942, transferred

to the National Housing Agency for administration by
the Federal Public Housing Authority nearly all war hous-
ing functions previously administered by other Federal
agencies except those of the War and Navy Departments
with respect to housing located on military or naval
reservations. Since this Executive order, the Federal
Public Housing Authority has been responsible for de-

velopment and management of practically the entire

public war housing program of the Federal Government.

Financial Organization

Titles I and IV of the Lanham Act, as amended,
authorized $1,530,000,000 in appropriations for the devel-

opment of war housing, and additional authorizations of

$320,000,000 were made under Public Law 9 as amended.
As of June 30, 1945, allotments amounting to $1,644,-

000,000 had been made to the Federal Public Housing
Authority from appropriations under these authorizations.

Section 303 of the Lanham Act, as amended, authorized
the use of mcome derived from project operations to pay
expenses for project operation and maintenance. It also

provided for the establishment of a 25 mdhon dollar

reserve for expenses of disposition, to be set up from the

net income from project operations and sales proceeds
from the disposition of terminated war housing. Of this

reserve 20 million dollars is applicable to this program
and 5 million dollars to the Homes Conversion Program.

Analysis of Budget Program by Major Activities

The war housing program is divided into three major
activities: development, management, and disposition.

development

The National Housing Administrator, after considering
local war housing needs and taking steps to have these
needs met in so far as possible through privately financed
construction and the utilization of existing housing,
assigned public war-housing projects for development to

the Federal Public Housing Authority. A series of

standard plans for war housing construction were devel-
oped, to provide economies and save time in planning
and obtaining materials and equipment. Most of the
projects are of temporary construction built on leased
land, and consist of family dwelling units and dormitories.
Some trailers and trailer parks were also provided as
stopgap housing.

After the surrender of Japan construction of all war
housing was stopped immediately. Projects not under
construction, as well as those which had not reached an
advanced stage of construction, were cancelled. There-
fore, the present development operations are confined,

largely, to the clean-up of construction on those projects
programed for completion. As shown in exhibit A,
$67,126,182 will be expended for this purpose in fiscal

year 1946, and $5,713,774 in 1947 as final claims are
settled.

management operations

The war housing program is managed under Federal
Public Housing Authority supervision as a consolidated
program as provided for under section 303 of the Lanham
Act as amended which reads as follows:

"Moneys derived from rental or operation of property
shall be available for expense of operation and mainte-
nance * * *: Provided, That moneys derived by the
Administrator * * * from the rental or operation of

any such property may be deposited in a common fund
account or accounts in the Treasury: And provided further,

That except for necessary reserves authorized by this Act
* * * the unobligated balance of the moneys deposited
into the Treasiuy from the rental or operation of such
property shall be covered at the end of each fiscal year
into miscellaneous receipts."

Section 304 of the Lanham Act permits the Federal
Public Housing Authority to operate war housing projects

directly or through qualified public or private agencies

on a rental, lease, or other basis.

With a few exceptions, projects not directly operated by
Federal Public Housing Authority are managed by local

housing authorities under lease. The lease provides for

payment to Federal Public Housing Authority of the
excess of mcome over expense for the period, or payment
by Federal Public Housing Authority of any operating

deficit. The lessee deposits receipts m its own bank
account, pays all expenses, and returns the net revenue
for each quarter to the Federal Public Housing Authority.
Approximately 60 percent of all war housing under
management is now being managed by local agencies

underlease.
Annual project operating budgets are prepared for both

directly managed and locally managed projects. They
include provision for both projects in active operation
and projects in inactive status (i. e., deactivated following

the surrender of Japan and now held in custody penduig
either reuse or final disposition). These budgets are sub-

mitted by the project manager to the regional office where
they are consolidated and forwarded to the central office.

They are reviewed and approved in sirfficient time for the

219
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project to receive an allotment of operating funds prior to

the begiraiing of each fiscal year.

The 1946 and 1947 estimates were based on the follow-

ing assumptions and qualifications:

1. Lanham Act housing, as vacated by war workers, will

be made available to returning war veterans and their

families, thereby incieasing the occupancy ratio and at the

same time bringing about some reduction in average
rental income as a result of prospective rent adjustments
in hardship cases.

2. Operating expenses for 1946 and 1947 are predicated

upon a continuation of the 1945 level for the cost of

wages, materials, and equipment.
3. All dwelling units required for veterans will be kept in

repair, and maintenance standards will be at approxi-

mately the same level as din-ing the war fiscal year of 1944

and the first months of fiscal j^ear 1945.

4. Operating improvements will be limited to those

essential to the health and safety of the tenants and those

effecting a net saving.

5. Vacancy loss wUl fall to approximately 5 percent on
family dwelling units in 1947 and 15 percent on dormitory
and stopgap accommodations.

6. Temporary war housing, wherever available, will be
transferred to the veterans program for reutilization under
title V of the Ijanham Act.
The extent of management activity during the 3 fiscal

years imder consideration is shown m the following table

in terms of the average number of dwelling units in active

management.
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Permanent war housing facilities, however, will be sold

or transferred, as required by the Lanham Act. It is esti-

mated that 11,122 dwelling units wiU be sold in fiscal year
1946, and 44,488 in fiscal year 1947, having an asset value
of $48,936,800 and $195,747,200, respectively (exhibit B).

Expenses in connection with the sale of this property are

estimated at an average of $600 per unit which would
result in expenses of $6,673,200 for fiscal year 1946 and
$26,692,800 for fiscal year 1947. (See exhibits A and B.)

The $600 per unit estimate covers costs of reconditioning
projects prior to sale including alterations to comply with
local building codes, fee appraisals and surveys, and adver-
tising and selling expenses. No Federal Public Housing
Authority administrative expenses are included. Based
on conformity with applicable provisions of the Lanham
and surplus property acts, it is estimated that the aver-

age gross proceeds per unit through sale to private inves-

tors will be $3,000. On this basis it is estimated that
gross proceeds (cash) from the disposition of permanent
war housing will be $33,366,000 m fiscal year 1946, and
$133,464,000 in fiscal year 1947.

The disposition program as projected in the Budget
anticipates a recapture of original wartime investment for

permanent war housing at approximately 68 percent of

expenditures for that purpose. After application of ex-

penses in connection \vith the disposition program, the
net recapture is estimated at 60 percent.

It is estimated that 55,000 dwelling units, in addition
to 15,000 trailers from the war housing program, will be
reused in connection with title V veterans' housing
during fiscal year 1946 and 41,830 units in 1947. The
asset value to be written off by this program with this

transaction is $88,200,000 in fiscal year 1946 and $41,-

928,600 in 1947 (exhibit B).
The difi"erence between the asset values written off

through sales and transfers, and the proceeds of sale,

represents the estimated net disposition cost of $110,-

444,000 and $130,904,600 for fiscal years 1946 and 1947,
respectively. With respect to both expenses and pro-
ceeds, experience to date is inadequate for evaluating the
average unit estimates.

Two other types of disposition action scheduled during
fiscal years 1946 and 1947 are not reflected in the state-

ment of income and expense since they involve merely
the transfer of assets from this program at their full

development cost and thus do not occasion any loss to

this program:
1. In those cases where local governing bodies deter-

mine that a Federal Public Housing Authority permanent
war housing project would best be disposed of by trans-

ferring title to a local agency for the purpose of housing
low-income families, the request will be submitted to
the Congress for approval pursuant to the provisions of

title I, section 4 of the Lanham Act. The asset value of

the units involved in this conveyance will be transferred
to the low-rent program and so will effect a reduction in

assets and capital in the war housing program. It is

estimated that 2,780 units, valued at $12,232,000, and
11,120 units, valued at $48,928,000, wUl be so transferred
in fiscal years 1946 and 1947, respectively.

2. In the removal of the 55,000 dwelling units in 1946
for the veterans program, some 3,925 acres of FPHA-
owned land will become vacant. The removal of 41,830
units in 1947 wUl vacate approximately 789 acres. The
declaration of this land as surplus, and its transfer to the
War Assets Administration for disposal in accordance
with the Sm-plus Property Act of 1945, wdl occur in fiscal

year 1947. The asset value of this land, $2,376,500, is

shown in exhibit C as a reduction of paid-in capital.

Operating Kesults

For the fiscal year 1946, it is estimated that war housing
will show operating net income of $26,541,574 (exhibit B).
This figure reflects a loss in occupancy due to cessation of
hostilities and closing of plants engaged in war work.
In many instances, these factories were built in communi-
ties where employment is normally small. With the
closing of these plants, the inmigrant workers for whom
the war housing was constructed tend to return to their

home communities. Where this has occurred, many
temporary war housing projects have been completely
vacated or show very low occupancy. The current critical

housing shortage, and the economic uncertainties and
difficulties attending reconversion, operate to mitigate
the loss in occupancy.
The total net operating income for fiscal year 1947 will

be $24,940,294. The lowered net income is accounted for

by the relatively smaller number of units in the latter year.

Financial Condition

Reference to the comparative statement of financial

condition (exhibit C) discloses a continual decrease in

assets projected from June 30, 1945. Similarly, capital
declines in amount over the same period. These declines

reflect the programed reduction in the inventory of war
housing through disposition and transfer to other programs
for reuse.

Appropriated funds.—Appropriated funds decrease as
of June 30, 1946, and then increase from that base. Re-
ductions in appropriated funds result from expenditures
for completing development, and from return of funds to

the Treasury. Pursuant to amendment of the Lanham
Act contained in Public Law 301, approved February 18,

1946, $50,000,000 of accumulated management net in-

come, which had been reserved for disposition purposes,
is to be deposited to miscellaneous receipts of the Treas-
ury during fiscal year 1946 (exhibit A). Also the termi-

nation of war housing construction makes it possible to

return $39,582,685 of allocated funds to the National
Housing Administrator. Increases are derived from the
realization of management net income and the proceeds
of disposition. The net effect of these transactions is to

reduce the balance of appropriated funds at the close of

1946 to $100,449,953 (exhibit C), of which it is antici-

pated that $55,365,421 will be returned to the Treasury
in 1947 (exhibit A). Similarly the balance as of June 30,

1947, of $167,644,409 (e.xhibit C) would include approxi-

mately 130 million dollars for return to the Treasury in

1948, based on present assumptions.
Fixed assets.—The disposals and transfers discussed

above under Disposition account for the decrease of fixed

assets shown in exhibit C. A net decrease of $82,242,618
is budgeted for 1946 and $283,266,526 for 1947, making
the balance at the end of those years $1,405,570,102 and
$1,122,303,576, respectively.

Revenue receipts and general fund receipts.—Revenue
receipts act to reduce the degree to which the program
is capitalized from expended appropriations. Hence, the

gross collections from management and disposition oper-

ations are shown on exhibit C under the caption Revenue
receipts as offsets to expended appropriations which repre-

sent gross expenditures for development, management and
disposition operations. By June 30, 1946, these funds are

expected to total 14.5 percent of the amount expended
and a year later they would equal 21.7 percent.

The funds budgeted for transfer to miscellaneous re-

ceipts of the Treasury are reflected in general fund receipts
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in the cumulative amounts of $60,109,714 and $1 15,475,135
at the end of fiscal years 1946 and 1947, respectively.

Earned surplus {or net cost of program).—The earned
surplus of $99,476,923, as of June 30, 1945, decreases in

fiscal year 1946 and becomes a deficit of $91,560,309, as of

June 30, 1947 (exhibit C).

Total capital.—The capital invostmont of the Govern-
ment in this program, amountino; to $1,489,125,306, as of

June 30, 1945, is expected to decline to $1,123,280,586 by
June 30, 1947, as a result of the programmed development,
management, and disposition operations.

Administrative Expenses

Estimated administrative expenses in fiscal year 1946
consist of $9,038,826 for management and disposition
operations and $2,000,000 for development operations,
the latter being derived from appropriated funds and
capitalized as a part of development costs. Likewise,
$9,329,406 is estimated for management and disposition
operations and $100,000 for development operations in
fiscal year 1947. The basis for distributing these costs is

explained in the consolidated estimate of Federal Public
Housing Authority administrative expenses.
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS
[Fiscal years ending June 30, 1945, 1946, and 1947]

1947, estimated

FUNDS APPLIED

To completins payment of development costs..

To operating expenses: "

Projects

Leased cafeterias (including loss)

Administrative expenses __.

Excess property warehouse expense

Total operating expenses -

To nonoperating expenses:

Projects -

Disposition expenses, P. L. 849 projects.

Total nonoperating expenses

To increase (or decrease*) working capital (see schedule A-1).

Total funds applied

.

$37, 037, ino

30,600

9, 038, 826

135, 000
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Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSE

[Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual i 1946, estimated 1947, estimated

Operating Income:

Projects directly operated:

Family dwelling

Dormitory

Stopgap

Total directly operated..

Leased—net:
Family dwelling _-.

Dormitory

Total leased

Contract managed
Rented projects and project property..

Total operating income.

Operating expenses:

Projects directly operated:

Family dwelling

Dormitory

Stopgap

Total directly operated. _..

Contract-managed

Bented projects and project property..

Total projects

Cafeteria leases—net loss

Administrative expense

Excess property warehouse expense.

Total operating expenses

.

Net operating income

Nonoperating income and expenses:*

Projects directly operated:

Family dwelling

Dormitory _

Total (nonoperating (or expenses*))

.

Disposition cost (o program:*

Development cost:

Property reused for veterans' housing program

.

Property sold

Total development cost-

Disposition expenses

Proceeds of sale

Net disposition cost to program*

Net income (or cost of program*) for the year.

4, 650, 775

3, 566, 143

37, 249, IS4

•1,412,157

195, 705

26, 658, 879

5,148,888

3, 386, 223

227, 445

369, 092

•613, 250

•49, 476

29,851

$45, 836, 800

3, 694, 200

2, 728, 000

22, 115, 900

•2, 086, 500

•60,200

28, 904, 000

4, 850, 400

3,201,000

36, 955, 400

11,600

70,200

37, 037, 100

30, 600

9, 038. 826

135, 000

•566, 200

•36, 200

•74, 200

•88, 200, 000

•48, 936, 800

•137, 136, 800

•6, 673, 200

33, 366, 000

19, 969. 200

12. 100

642,800

$38, 722, 500

4, 127, 900

2, 156, 400

19, 013. 400

•1,066,600

327, 900

22, 973, 300

4. 065, 700

1,921,000

28, 960, 000

11, 600

56,100

29, 027, 600

21, 100

9, 329, 406

150, 000

•441, 500

•24, 9O0

•27, 600

•41, 928, 600

•196,747,200

•237. 675, 800

•28. 692, 800

133, 464, 000

18,274,800

12,100

174, 700

ANALYSIS OF EARNED SURPLUS (OK NET COST OF PROGRAM*)

Balance at beginning of fiscal year _

Net income (or cost of program') for year (above)

-

Balance at end of fiscal year..

$99, 476, 923

•84, 679, 026

$14, 897, 897

•106, 458, 206

•Deduct.
' The figures shown in the actual 1945 column represent data available (including estimates), which was taken from records maintained separately from general books of account

and not coordinated therewith. See footnote on exhibit A.
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

|As of June 30, 1945, 1946, and 1947]

1945, actual 1 1946, estimated 1947, estimated

ASSETS
Current assets:

Cash -

Appropriated fimds

Accounts receivable, due from Government agencies.

Due from veterans' housing program

Local housing authorities;

Rents.-- -

Other --- -

Cafeteria operators

Others

Tenants' accounts receivable:

Currently collectible

Uncollectible -

Reserve for uncollectible

UnbUled

Miscellaneous - -

Advances:

Local housing authorities - -.

Cafeteria operators

Stores inventories

Total current assets

Fixed assets;

Land, structures and equipment.

Deferred charges:

Prepaid expenses:

Payments in lieu of taxes

Land rental

Undistributed debits

Total deferred charges.

.

LIABIUTIES
Current liabilities:

Accounts payable

Trust and deposit liabilities:

Tenants' security deposits.

Miscellaneous

Deferred credits:

Prepaid rents

Undistributed credits

Total liabilities

CAPITAL
Paid-in-capital

:

Expended appropriations:

Expenditures — - - - - - . -

Revenue receipts

General fund receipts...

Assets transferred to corporate program,.

Assets transferred to other Federal agencies (or disposition.

Total paid-in capital

Earned surplus (or net cost of program*)

Total capital

UNEXPENDED APPROPRIATIONS

Unexpended appropriations

Total liabilities, capital and unexpended appropriations

$2, S64, 338

204, 431, 736

33,543

$1,946,017

100, 449, 953

5, 939, 280

459, 332

1,724

25, 694

(')

189, 243

•189, 243

2,194

203,123

3,615,001

80,144

375, S74

4, 992, 300

400.000

25,000

475,000

316. 643

•316, 643

2,000

125,000

3, 300, 000

49.544

300,000

$1,556,017

167, 644, 409

4, 568, 70O

350,000

25,000

425,000

423. 743

•423, 743

2,000

75.000

3, UOO, 000

28,444

275.000

$217,731,883

1,487.812.720

$112,681,555

1.405,670,102

$180. 584. 454

1.122,303.576

1.574,788

16. 48;i

399. 736

1. 425. 000

15,000

399, 736

1.375.000

12.000

399, 736

940,940

1,033,792

• 18, 644

295,931

940,000

500,000

300.000

295,931

1,589,998,29.';

190, 240, 198

•10, 109, 714

1,710, 146. 03.f

•247, 100, 547

•60, 109, 714

•12,232,000

1. 390, 703, 772

14,897,897

900.000

2,'».000

300,000

295,931

1.781,699,556

•387, 847, 026

•115,476,135

•61,160,000

•2, 376, 600

1.214.840,895

•91, 560, 309

1,304,674,766

•Deduct.
1 The figures shown in the actual 1945 column represent data available (including estimates) which was talien from records maintained separately from the general boolis of accounJ

and not coordinated therewith. See footnote on exhibit A.

2 Tenants' accounts receivable and repaid rent were not shown separately on regional trial balances as of June 30, 1945.

('.88950—46-
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Schedule A-1

COMPARATIVE STATEMENT OF CHANGES IN WORKING CAPITAL

(Fiscal years ending June 30, 1945, 1946, and 1947]



HOMES CONVERSION PROGRAM

Creation and Purpose

The homes conversion program was originated m cal-

endar year 1942, under the provisions of tlie Lanham Act
(42 U. S. C. 1521), and initiated by the Home Owners'
Loan Corporation.
Development activities were largely completed prior

to the transfer of this program to the Federal Public
Housing Authority. Management responsibility was so

transferred on August 1, 1944, and concluding develop-
ment responsibility on July 1, 1945.

The purpose of the program was to provide urgently
needed additional housmg for war workers by remodeling
existing structures, such as large single-family residences,

warehouses, factory buildings, and simOar structures , into

multiple-unit family dwellings, with a minimum expendi-
ture of critical war materials and manpower.

Financial Organization

The progran; was financed m the development stage

entirely from war housing appropriations, at a cost of

approximately 90 million dollars. Since physical develop-
ment activities have been completed, there will be no
further use of war housing appropriations except to settle

existing obligations. Section 303 of the Lanham Act, as

amended, authorizes the use of operatmg income to meet
all operating expenses and to establish a reserve for dis-

position. Of the total reserve of 25 million dollars so

authorized, 5 million dollars has been apportioned to this

program. Operating income is adecjuate to meet all

operatmg expenses and to retiu-n to the Treasury a sub-
stantial portion of the Government's initial outlay.

Analysis of Budget Program by Major Activities

The budget program falls naturally into three cate-

gories—development (improvement of leaseholds), man-
agement, and disposition—which are separately described
below.

Development.—Development activities consisted of ne-
gotiating leases ou suitable structures and remodeling
them into apartments. The leases generally run for 7

years, with the right on the part of the Government to

cancel on 30 days' notice. Approximately 50,000 dwelling
units were provided. Initial development costs aggre-
gated $90,154,460, or an average of .$1,822 per unit pro-
vided. These costs include not only the contract costs of

remodeling ($1,538), but also overdue taxes and mortgage
payments, and rent, taxes, and administrative overhead
expenses durhig the construction period. As shown in

exhibit A, $6,616,400 was applied in fiscal year 1945 to

acquisition of leaseholds, improvements, and equipment.
Of this amount, $6,422,423 came from development funds,
and $193,977 for operating improvements came from
management funds. No further obligations will be in-

curred from development funds. It is estimated, however,
that $400,000 per year will be required for operating im-
provements in 1946 and 1947. Operating improvements
are major physical improvements such as new heating
systems.

Management.—Management of the properties is con-
ducted through 353 contract managers (rental agents).

The agent maI^ages and maintains the property, collects

rents, and pays operating and maintenance costs. Pay-
ments to lessors and mortgagees, and for taxes and insur-

ance, are made directly by the Federal Public Housing
Authority. The agent is required to render monthly
statements of account and to remit the rents collected less

expenses and commissions.
As explained in greater detail under, "Disposition," it

is assumed that a number of leases will be cancelled.

Realization of current estimates would result in the re-

duction of units under management from 49,485 at the
beginning of fiscal year 1946 to 44,468 at the end of that
fiscal year, and to 34,580 at the end of fiscal year 1947.

It is further assumccl that rental income and all other
income and expenses will continue through fiscal year
1947 at approximately the present rates per unit, and
that the percentage of occupied units to the total units

available will remain at the present level of 96.5 percent.

These assumptions indicate that net income from rental

agents and operating expenses, as shown in exhibit A,
will result in the following net operating income:
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Operating Results

During the fiscal year 1945, the net operating income
before provision for amortization and depreciation
amounted to $9.58 per unit per month or $5,254,698
(exhibit B). In 1946, it is estimated that net operatmg
income will amount to approximately $5,441,000, or $9.53

per unit per month. The reduction is due largely to

reductions of rent ceilings by the Office of Price Admin-
istration, which became efFectiv^e in December 1945. In
1947, the estimate of $4,467,000 will produce approxi-

mately $9.72 per unit per month, or an increase of 19

cents. The increase is estimated on the basis of current
efforts to dispose of unprofitable properties. (See ex-

hibit B.)

Development costs are amortized by a charge to

operations over the lease period of 7 years and the un-
amortized balances of costs of cancelled leases are charged
off durmg the year in which cancellation occurs. Accord-
ingly, the derivation of the net cost of program (exhibit

B) is as shown in the following table:
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated 1947, estimated

FUNDS APPLIED

To acquisition of leaseholds, improTements. and equipment:

Leasehold improvement -

Operating improvement
Equipment - - -

Furniture,- -- -- -

Total acquisition

To operating expenses

:

Fixed expenses

Administrative expenses.

Miscellaneous

Total operating expenses _

To nonoperating expenses: ' Property damage
To increase (or decrease*) working capital (see schedule A-l)_,

Total funds applied

FUNDS PROVIDED

By proceeds from leaseholds settlements

By net income from contract managers:

Operating income -

Less contract managers operating expense

.

Net income contract managers.

By appropriations (net)

:

A ppropriation expenditures

Revenue receipts

General fund receipts

Net appropriations

Total funds provided..

$6, 146, 890

193, 977

108, 442

167, 091

6,441,887

' 1, 202, 764

52, 815

6, 836, 300

1,160,000

49,800

5, 601, 800

1,114,500

40,100

7, 697, 466

6,174

18, 627, 043

22, 496, 562

9. 544, 398

31, 864, 749

•11,969,830

2.3.712.800

10.22.5,700

B. 162. 264

•16.679,670

6, 656, 400

•100,354

6, 956, 046
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Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSE

(Fiscal years ending June 30, 1945, 1946. and 1947)

1945, actual 1946, estimated 1947, estimated

Operating income:

Dwelling rent schedule

Less: Dwelling vacancy loss..

Dwelling rents. .

Furniture rentals..

Other income

Total operating income

Contract managers operating expenses:

Legal, fiscal and other fees

Management fees

Janitorial services

Heating

Other utilities

Repairs, maintenance and replacement-

Total contract managers operating expenses.

Net income from contract managers-

Fixed operating expenses:

Insurance

Rental payments to lessors

Payment to mortgages

Taxes

Total fixed operating expenses.

Net Income directly allocated to properties..

Indirect operating expenses:

Administrative expenses

Liability and personal injury insurance .

Collection losses

Total indirect operating expenses

Net operating income before provisions for amortization and depreciation.

Nonoperating expenses:

Property damage:

Losses and replacements..

Less insurance recoveries.

Net property damage.

Loss on leaseholds cancelled:

Development costs.

Less allowance for prior amortization..

Unamortized value

Less proceeds from lease settlements..

Net loss on leaseholds cancelled.

Total nonoperating expenses

Net income or (cost of program*) before provisions for amortization and depreciation.

Provision for amortization and depreciation:

Leaseholds and improvements

Equipment
Furniture

Total provision for amortization and depreciation.

Net cost of program* for the year

$24, 380, 620

1, 927, 964

6, 266, 156

1, 424, 474

800

1, 775, 400

2, 102, 700

1, 248, 500

3, 219. 700

1,878.600

32.500

3, 765, 007

1, 220, 504

1, 423, 876

31,300

3, 807, 800

1,216,000

1,781,200

, 202, 764

21, 393

31.422

52, 874

46,700

1,160,000

16,400

33,400

78, 022

19,605

9.130,940

3, 369, 762

68, 517

64, 691

;, 966, 263

29,039

40,728

12,541,201

20,327

63,700

23. 628. 200

63,700

20,900

5,761,188

2, 171, 759

3, 689, 429

3, 589, 429

$20, 053, 100

702,000

19,351,100

60,400

19,800

600

1,428,900

1,692.300

1.004.800

2. 591. 300

1.590.000

2,5,200

3,064,600

978,600

1, 433, 400

1,114,500

1.3,200

26.900

9. 426, ,560

4,280,317

5, 146, 243

5, 146, 243

10,334,600

20,300

60,400

ANALYSIS OF COST OF PROGRAM

Balance at beginning of fiscal year...

Adjustment to beginning balance

Net cost of program* for year above.

Balance at end of fiscal year..

•$6, 532, 104

•21,401

•7, 846, 023

*$14,399, 52S

*110,236

•10, 773, 657

•$25, 283, 421

•11,094,543

•Deduct.
I Administrative expenses adjusted to $1,311,390 by redistribution subsequent to June 30, 1945. Difference of $108,626 included in fiscal year 1946 adjustments to surplus.
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[June 30, 1944, 1945. 1946, and 19471
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Schedule A-1

COMPARATIVE STATEMENT OF CHANGES IN WORKING CAPITAL

[Fiscal years ending June 30, 1945, 194t;, and 1947]



VETERANS' HOUSING PROGRAM

Creation and Purpose

The acute housing shortage, which became a grave
national emergency with the return of milhons of men from
the armed forces, is creating severe hardslup for veterans

and their famiUes unable to obtain shelter. It is also

causing distress to families of servicemen, and to veterans

imable to secure the educational benefits provided by law
because of the lack of housing at schools and colleges.

The Congress therefore added title V to the Lanham Act
on- June 23, 1945 (59 Stat. 260), and amended that title

December 31, 1945 (59 Stat. 674). An additional authori-

zation to provide temporary housing for veterans was
gi-anted in Public Law 336,' approved March 28, 1946.

Under the authority contained in title V, the Federal
Public Housing Authority is providing temporary housing
for veterans and ser\acemen to local governments, edu-
cational institutions, local public agencies, and nonprofit

organizations. This is accompUshed by relocation or con-
version of existing federally owned structures, including

Federal Public Housing Authority temporary war housing
and surplus facilities, such as barracks and quonset huts
obtained from other Federal agencies without reimburse-

ment. Reuse makes temporary housing available quickly

and at a minimum cost, and conserves new building ma-
terials for permanent residential construction. Reim-
bursement is made under title V to local bodies that had
incurred relocation expenses in pro\ading temporary hous-

ing for veterans' reuse prior to the act of December 31,

1945.

Financial Organization

To carry out the purposes of title V, the Congress ap-
propriated $191,900,000 on December 28, 1945 (59 Stat.

632) to the Administrator of the National Housing Agency.
Of this appropriation, $188,900,000 has been transferred

to Federal Public Housing Authority to provide approxi-

mately 100,000 dwelling units for veterans. An addi-

tional 100,000 units was provided by a further appropria-

tion of $253,727,000, authorized by Public Law 336. Of
the latter amount, $243,815,000 has been transferred to

the Federal Public Housuig Authority making a total of

$432,715,000 available in order to provide approximately
200,000 temporary dweULng units. This amount is re-

flected in the comparative statement of financial condition
(exhibit C) as net expended appropriations as of June 30,

1947.

Analysis of Budget Program by Major Activities

The activities under this program, may be divided into

two major categories: development operations and man-
agement operations.

development operations

The Federal Public Housing Authority accepts applica-

tions from eligible local bodies and, based on the quotas
established regionally by the National Housing Agency,

enters into contracts to provitle such housing as may be
available. In applying the separate regional quotas for

educational institutions and local public agencies the
National Housing Agency regional representative, in

collaboration with the Federal Public Housing Authority
regional director, establishes more refined geographic
quotas by States, counties, and cities. In this way an
equitable distribution of available housing is attempted.
It is expected that about two-fifths of the units will be
located at educational institutions.

The contracts generally provide that Federal Public

Housing Authority will obtain, move, and re-erect the
structures, connect the dwellings to offsite utilities, make
available surplus equipment, pay all related costs including

transportation, and transfer title to the local body. Local
bodies agree to provide without cost to the Federal Gov-
ernment, the site, streets, and ofi'site utilities, to manage
the properties, and to pay to the Federal Public Housing
Authority the net income earned from the operation of the

property. However, where the local body prefers and can
demonstrate economy of both time and funds it may
undertake the entire operation on a reimbursable basis.

The contract also provides that the local body will remove
the structures, in strict adherence to section 313 of the

Lanham Act and regulations thereunder, after they have
served their temporary purpose.
As of March 29, 1946, more than 1,900 local bodies had

requested allocations for title V housing. Of these, 1,443

specified a need for almost 400,000 accommodations.
The remaining 467 did not specify the number of accom-
modations. Requests were received from every State in

the Nation. The goal is to provide, within the availabK>

funds, approximately 200,000 units through the reuse of

federally owned structures. The exact number of units

to be provided will depend upon the types of structures

released from other needs and their relative reutilization

cost. Some 15,000 units of this program had been pro-

vided, prior to the appropriation of funds for this pro-

gram, to local bodies that undertook removal and reuse

of structures at their own expense. It is estimated that

reimbursement for these expenses, amounting to approxi-

mately $10,000,000 will be made in fiscal .year 1946. The
balance of the program is so scheduled that most of the

first 100,000 units should be ready for occupancy, by the

end of fiscal year 1946 and 100,000 additional units by
January 1947. However, final cleanup, inspection, and
settlements with contractors will probably not be con-

cluded until the close of fiscal year 1947.

In addition to the units provided under this program,

approximately 200,000 families of veterans and service-

men are being accommodated in other projects under
Federal Public Housing Authority jurisdiction.

The progress of the reuse program during fiscal j^ears

1946 and 1947 is indicated by the obligations and expend -

tures listed in the table Jirectly below. The rate of

obligation and expenditure for direct reutilization costs

is indicative of the urgency of this program.
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MANAGEMENT OPERATIONS

Title V housing is to be managed by participating local

bodies. The management functions of Federal Public
Housing Authority will be of an advisory nature. In
the planning of the project and prior to the signing of the
contract, Federal Public Housing Authority works out
with the eligible participant a project management plan
covering tenant eligibility, rentals, allowable charges to

expense, and methods for determining net opcratmg
income. The project management plan is incorporated
into the contract. Standards for housing accommodations
are also established jointly between the Federal Public
Housing Authority and the local body. Rent schedules
are reviewed by Federal Public Housing Authority to

determine conformance with contract provisions and to

establish a basis for evaluating project income. Upon
request the Federal Public Housing Authority will provide
consultative services to the local bodies and institutions

to give them the benefit of its broad experience in the
management of tem]3orary liousmg.

According to the terms of the contract the participat-

ing local body pays Federal Public Housing Authority
the net proceeds from operation of the properties. No
other provision is made for the repayment to the Federal
Government of the original and reutilization costs of the
structures. The Federal Public Housing Authority will

receive annual statements of income and expense from
the local bodies. These statements will be audited by
the Federal Public Housing Authority in order to verify

the net operating income remitted in accordance with
contract terms. Net income from project operation is

considered as purchase price and represents proceeds to

the Federal Government from disposition of its proper-
ties. Such funds are governed by section 303 of the Lan-
ham Act, as amended. On the basis of present estimates,

income from this program will be available for return to

the Treasury beginning in fiscal year 1948, since projected
financial operations inider the war housing and homes
conversion programs will suffice to maintain the disposi-

tion reserve at the maximum level of 25 million dollars.

Estimates . of net income payable to Federal Public
Housing Authority in fiscal years 1946 and 1947 are
Imsed on the assumption that net opei'ating income on
family dwelling units will approximate $8 per unit month
but that net income from the management of dormitories
and from trailers and other stopgap units will be negli-

gible. This assumption is derived from a comparative
analysis of income from operation of war housing which
is expected to range from $11 to $12 per unit month for

family dwelling units. Expenses of project operation in

this program will be higher since it consists of many small
projects, whereas the war housing program consisted of

comparatively large projects. Also it is anticipated that
rental levels will be lower on account of pi'ospective rental

adjustments in hardship cases.

It is estimated that of the total of 88,000 units that will

be occupied by the end of fiscal year 1946, 65,700 family
units will be occupied for'an average of approximately 1.96

months each making 129,150 unit months yielding net
income for the year. At $8 per unit month project net
income is estimated to be $1,033,200 (exhibit A). Of the
total of 200,000 units that will be occupied by the second
quarter of fiscal year 1947, 166,500 will be family units

occupied for an average of over 10.6 months each, making
1,733,400 unit months. The resulting net income is

estimated at $13,867,200 (exhibit A).

Operating Results

The financial results of operations during fiscal years
1946 and 1947 are shown m exhibit B. Projected opera-
tions will result in a net program cost of $19,409,241
during fiscal year 1946 and $402,073,443 in fiscal year
1947, after giving efl'ect to anticipated project net mcome
from local bodies. Most of the program costs fall in

fiscal year 1947, because reutilization costs are carried on
the records as an asset until title is transferred, at which
time these costs are charged to cost of program. As title

transfer will not take place until all contract costs are
liquidated, the cost of housing completed and available

for occupancy in 1946 will not be charged to cost of

program until sometime in 1947.

Financial Condition

The financial condition of the program as of June 30,

1946, and June 30, 1947, is shomi in exhibit C. Brief
comments with respect to items of major importance
follow:

FeutiHzation costs of housing not transferred.—This asset

item represents housing in various stages of preparation
for reuse and title to which has not been transferred to

local bodies. It is valued at the amount of expenditures
for direct costs of reutilization and is exclusive of the
original cost of the structures, since they were transferred

from, other programs or agencies without reimbm-sement.
The amount of $84,991,400, shown on exhibit C as of

Jime 30, 1946, represents such housing still in the posses-

sion of the Federal Public Housing Authority at that

date; as of June 30, 1947, all of this housing will have been
transferred to local bodies.

Accounts receivable from local bodies.—The terms of

contracts with local bodies specify that net income is

payable to the Federal Public Housing Authority after

the close of each Federal fiscal year. Therefore $1 ,033,200

and $13,867,200 are shown as accounts receivable in

exhibit C at the close of fiscal years 1946 and 1947,

respectively.

Expended appropriations (net).—This item consists of

the total expenditures less cash receipts from project

operation remitted to Federal Public Housing Authority
by local bodies. The appropriation expenditures of

$104,817,100 shown as of June 30, 1946 (exhibit C) are

not offset by any receipts from project operations since

such revenues are not payable until the ensuing fiscal

year. As of June 30, 1947, net expended appropriations

will total $432,715,000, consisting of accumulated ex-

penditures of $433,748,200 less the receipts of $1,033,200

attributable to fiscal year 1946 operations.

Administrative Expenses

There is no separate and distinct organization for the

administration of this program within the Federal Public

Housing Authority. The admmistrative expenses shown
in exhibit B are the proportionate share of total Federal

Public Housing Authority administration costs attribut-

able to the development and management operations

under this program. The basis for this distribution is

explained in the consolidated estimate of Federal Public

Housing Authority administrative expenses.

It is estimated that the administration of this program
during fiscal year 1947 will require $2,199,900 from de-

velopment funds and $3,051,343 from management funds.
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 1946, and 19471

1946, estimated 1947, estimated

FUNDS APPUED
To preparation of housing for reuse:

Reutilization costs

To operating expenses:

Administrative expenses (management)

To increase worlting capital (see schedule A-I)

.

Total tuuds applied.

FUNDS PROVIDED
By operating income:

Project net income from local bodies.

By appropriations (net):

Appropriation expenditures-.

Less: Revenue receipts

Net appropriations. . -

Total funds provided.

616, 741

416, 459

3,051,343

10, 815, 857

328, 931, 100

•1,033,200

Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSE

IFiscal years ending June 30, 1946, and 1947]

Operating income:

Project net income from local bodies

Operating expenses:

Administrative expenses (management)-

Net operating income.

Nonoperating expenses:

Reutilization costs of housing transferred:

Indirect costs:

Administrative expenses

Field supervision and inspection..

Direct reutilization costs

Total

Net cost of program..

1946, estimated

$1,033,200

616,741

1,717,700

6, 050. 000

12,058,000

CUMULATIVE NET COST OF PROGRAM

1947, estimated

2,199,900

2, 526, 948

408, 163, 452

For the fiscal year 1946..

For the fiscal year 1947..

$19,409,241

402. 073, 443

Cumulative net cost of program _ 421,482,684
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[As of June 30, 1946, and I947|

1946, estimated 1947, estimated

Reutilization costs of housing

Reutilization costs of housing transferred (see exhibit B)

.

Reutilization costs of botasing not transferred.

Accounts receivable from local bodies,.

Appropriated funds.-

UABIUTIES
Account payable to war housing program.

Expended appropriations (net);

Expenditures -

.

Less: Revenue receipts

Net expended appropriations

Less: Net cost of program (see exhibit B)

.

UNEXPENDED APPROPRIATIONS
Unexpended appropriations -

Total liabilities, capital, and unexpended appropriations..

$104,817,100

19,825,700

84,991,400

1,033,200

327,897,900

104,817,100

19,409,241

$432, 715, 000

432, 715, 000

433,748,200

1,033,200

432, 715, 000

421,482,684

Schedule A-1

COA1PARATIVE STATEMENTS OF CHANGES IN WORKING CAPITAL

(Fiscal years ending June 30, 1946, and 1947J

Current assets (increase or decrease*)

:

Appropriated funds . -

Accounts receivable from local bodies -..

Current liabilities (increase* or decrease) : Account payable to war housing program

Dnttzpendnd appropriations (increase* or decrease)

Increase in working capital

•Deduct,

1946, estimated

$327. 897, 900

1,033,200

•616, 741

•327, 897, 900

416,469

1947, estimated

•$327, 897, 900

12,834,000

•2, 018, 143

327,897,900

10,816,857



DEFENSE HOMES CORPORATION

Creation and Purpose

The Defense Homes Corporation was incorpoiated un-
der the laws of the State of Maryland on October 23, 1940,

by dh-ection of the President contained in a letter dated
October 18, 1940. Executive Order 9070 transferred the

Corporation and its capital stock to the National Housing
Agency to be administered by the Federal Public Housing
Authority. The purpose of this organization was to pro-
vide housing accommodations of a permanent nature in

defease areas for use by defense workers during the emer-
gency, such housing to be disposed of subsequent to the
emergency at prevailing market prices

Financial Organization

The Corporation has an authorized capital stock of 10

million dollaip all of which was issued and remains out-
standing. Allocations to the Federal Loan Administrator
from the emergency fund for the President were originally

used to purchase the capital stock, but these funds were
subsequently reimbursed from Lanliam Act appropriations
authorized to be used for that purpose (42 U. S. C. 1523).

The Corporation was authorized to borrow not to exceed
$65,750,000 from the Reconstruction Finance Corporation.
Such borrowings are to be repaid from the net uicome
from operation of the properties during the preceding
quarter after provision of adequate reserves for depreci-
ation, vacancy losses, and the payment of all expenses,
and from proceeds of disposition.

analysis of budget program by major activities

Development.—The construction program was com-
pleted by June 30, 1945. However, correction of con-
struction deficiencies due to wartime conditions will

require $358,000 during fiscal year 1946, as shown in
exhibit A.
Management.—Management activities are carried out

on a fixed-fee basis through contract managers using their

own employees. At the IjegLnning of the fiscal year 1946,
a total of 24 properties containing 9,760 units were being
operated. It is estimated that the number of units will

be reduced to 5.273 at the end of fiscal year 1946, and
that all units will be disposed of by June 30, 1947. Oper-
ating income and expenses as shown in exliibit A are
expected to result in the following net income from
operations:



238 THE BUDGET FOR FISCAL YEAR 1947—CORPORATION SUPPLEMENT

The disposition of real estate and liquidation of notes

payable as forecast will reduce the assets to $9,154,122 of

cash and $845,878 of loans receivable, a total of $10,-

000,000 as of June 30, 1947. Provided those loans can
thereafter be sold at face value, as anticipated, the stock

can be retired and the entire $10,000,000 returned to the

Treasury.

Administrative J^xpenses

These expenses cover the general supervisory and sup-

porting staff engaged in over-all administration of the pro-

gram carried on by the Corporation. They do not include

interest on borrowed funds, property operating expenses and
cost of incidental commodities and services sold, provision

for depreciation and other reserves, disposition expenses,

and properly capitalized expenditures. During the fiscal

year 1945, the staff included in schedule B-1 performing
the functions set forth in this budget amounted to 2 1 man-
years of personal service. Salaries and other related costs

of administration amounted to a net expenditure of

$117,629. During fiscal year 1946, the administrative

expenses are estimated at a slightly lower level due to elimi-

nation of the position and salary of the executive vice presi-

dent and other minor adjustments.
It will be noted from schedule B-1 that the personal

services are estimated for 1947 at the 1946 level in spite

of the proposed disposition program. The disposition

progi'am has, since its inception, resulted in a heavy addi-

tional workload on the staff, especially in fiscal and ac-

counting work. To avoid a temporary increase in the
accounting staff", memorandum records are being main-
tained on disposition, and it will be necessary to formalize

these records. The personnel now engaged in accounting
for operations will be shifted to tliis work as sales of oper-
ating properties arc consummated. Adjustments in other
items of expense result in an estimate of $98,400 for fiscal

year 1947 as shown in exhiVjit B.

L.\NGUAGE

The types of programs set forth in the 1947 budget of the Defense
Homes Corporation, within the funds available to it, are approved:
Provided, That not to exceed $98,400 of such funds shall be available

for administrative expenses {as shown in its statement of income and
expenses) , which shall be on an accrual basis and classified in a manner
consistent with prior years, which expenses may include temporary
employment of persons or organizations, by contract or otherwise, for
legal or other special services, without regard to section 3709 of the

Revised Statutes and the civil-service and classification laws; reimburse-
ment for the cost of ferry fares and bridge, road, and tunnel tolls; an
allowance of not to exceed 3 cents per mile for official travel in privately

owned automobiles by employees within the limits of their official

stations; and reimbursement at not to exceed 5 cents per mile to per-

sonnel serving without compensation from the Vnited Slates for expenses

of travel performed by them in privately owned automobiles away from
their official stations: Provided further, Thai such administrative
expenses shall be exclusive of interest paid, depreciation, and properly
capitalized expenditures. (Act of Dec. 6, 1945, Public Law ^4S.)
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

(Fiscal years ending June 30, 1945, 1946, and 19471

FUNDS APPLIED
Tu repaymenl of borrowings:

Tu Reconstruction Finance f^orporation on repayment of loans

To complete construction program

To operating expenses:

Property operating expenses - - -

Cost of sales of commodities and services _.. -

Interest on Reconstruction Finance Corporation loan _.

Administrative exiienscs . ._ .

To prior year operating expenses:

Paid and charged tu surplus - _

Paid and charged to operating reserves

To increase (or decrease*) working capital .

Total funds applied.

FUNDS PROVIDED
By borrowing:

Loans from Reconstruction Finance Corporation

By operating income:

Rentals

Sales of commodities and services

Interest on mortgage loans

By nonopera ting income

By disposition of property:

Real property at cost less depreciation

Profit (or loss*) on sales of property

By repayments on principal of loans

Total funds provided.

1945, actual

$3, .179. 474

2, 678, 947

3.547,211

480, 620

1, 672, 496

117,629

07,418

16, 708

•658, 401

1946, estimated

S21. 829, 000

358, 000

3,214,000

322, 000

1,500,000

105,391

60,000

25,000

240.000

6,900,548
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Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSES

[Fiscal years ending June 30, 1945, 1946, and 1947]

1

1945, actual
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[As of June 30, 1944, 1945, 1946, and 1947]
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Schedule A-1

CHANGES IN WORKING CAPITAL

IFiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated 1947, estimated

Cnrrent assets (increase or decre

Cash -

Accounts receivable

Accrued assets .-.

Inventories ,

Deterred ctiarges -

Current liabilities (increase* or d

Accounts payable

Accrued liabilities...

Trust and deposit liabilities-

Deferred credits

•$331,927

•8, 470

7,254

•2, 473

•37, 452

•186, 474

•60, 966

•54, 303

16,410

Increase in working capital..

Decrease in working capital.

•31,715

•83, 146

201,371

247, 522

•43, 697

10, 372

240, 000

$7, 654, 122

•14,000

•22. 000

•15,000

•100,000

126, 473

350,000

100,000

50,000

8, 129, 595

Schedule B-1

ADMINISTRATIVE EXPENSES
[Fiscal years ending June 30, 1946, 1946, and 1947]

By accounts
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Schedule B-2

PERSONAL SERVICES

[Fiscal years ending June 30, 1945, 1946, and 1947]

By grades





CORPORATE PROGRAM

Creation and Purpose

The United States Housing Authority, which was
transferred to the Federal Public Housuig Authority
under Executive Order 9070, was created on September 1,

1937, by Public Law 412, to provide low-rent housing for

families of low mcome who could not othenvise afford

decent, safe, and sanitary dwellings. This basic act,

known as the United States Housing Act of 1937 (42 U.
S. C. 1401), authorized the Authority to make loans to

local public housing agencies to aid in financing the
development of slum-clearance and low-rent housing
projects. To brmg rents hi the completed dwellings

within financial reach of families in the lowest income
groups, the Authority was authorized to make lunited

annual contributions, provided that contributions are also

made by the community.
An important amendment was added by Public Law

671, approved June 28, 1940 (42 U. S. C. 1501). This
amendment made the imused portion of the borrowing
authorization imder the United States Housing Act of

1937 available to construct permanent housing to be used
for the duration primarily for housing war workers. In
accordance with this purpose, the projects initiated under
Public Law 671 have been occupied chiefly by war
workers who pay rents suiEcient to meet all capital and
operating costs. The projects are required to be con-
verted to low-rent use on a Presidential findmg that the
war need has ended. Conversion wUl be completed as

rapidly as other housing becomes available for present

occupants able to pay normal rents. When these occu-
pants are replaced by low income families, the principal

distinction between projects initiated under Public Law
412 and the Public Law 671 war amendment will disappear.

Public Law 412 also authorized the President to transfer

to the Authority t;he public housing projects and fimc-

tions of the Public Works Administration housing division,

and this was done in October 1937, by Executive Order
7732. Unlike the United States Housing Authority
projects, which were constructed by local agencies with
the aid of loans, the Public Works Administration projects

were built by the Federal Government with appropriated
funds. Public Works Administration mortgage loans to

private limited dividend housing corporations were
transferred under the same order.

Financial Organization

The Authority was created as a "body corporate of

perpetual duration," with 1 million dollars in capital stock
subscribed by the Treasuiy. The basic act as amended
provides a borrowing and a lending power amounting to

800 million dollars. Funds borrowed under Public Law
412 were to be used for loans to local housing agencies
covering not more than 90 percent of the development
cost of individual housing projects. The Public Law 671
war amendment permitted loans to cover 100 percent of

development cost, or direct construction by the Federal
Government. By June 30, 1945, the Authority had
borrowed 398 million dollars, of which 15 million dollars

had been repaid, leaving 383 million dollars outstanding.

Long-term loans of $346,893,000 had been made to local

housing agencies, of which $64,031,000 had been repaid
by refunding operations. Another $5,197,944 was out-
standing on short-term advance loan notes. Thus, the
outstanding balance of loans receivable from local housing
authorities, as of June 30, 1945, amounted to $288,059,944,
as shown in exhibit C. $32,460,226 had been used for

direct Federal Public Housing Authority construction of
war housing projects under Public Law 671. From pri-

vate sources local authorities had obtained $371,033,000.
This amount is made up of $226,769,000 in temporary
loan notes, secured by a Federal Public Housing Authority
pledge to redeem them at maturity, if necessary, and
$144,264,000 in bonds. The total paid-m capital of

$185,154,529 shown in exhibit C, as of June 30, 1945,
consists of $1,000,000 in capital stock, funds, and prop-
erty amounting to $140,746,283 transferred from the
Public Works Administration housing division, and cumu-
lative appropriations for the payment of annual contribu-
tions on low-rent projects of $43,408,246. The maximum
amount of annual contributions which may be contracted
for bv the Federal Public Housing Authority mav not
exceed $28,000,000.

Analysis of Budget Program by Major Activities

The major activities under the corporate program may
be divided into two groups: (1) those connected with the

development and capital financing of low-rent projects;

and (2) those concerned with the management of projects

and the payment of subsidies in the form of annual con-
tributions. Within each group of activities, locally owned
and federally owned projects present different types of

problems, which are separately discussed below.

DEVELOPMENT AND CAPITAL FINANCING OPERATIONS

Locally oumed projects— United States Housing Act.—
The United States Housmg Act is based on the principle

that low-rent housing activities are primarily a subject

for local determination and control, and that the role of

the Federal Government should be limited to technical

and financial assistance. Title and responsibility rests

with local housing authorities established imder the laws

of the political subdivision in which they are located.

Federal assistance can be provided only imder condi-

tions prescribed by the United States Housmg Act. The
local authority is required to establish that the locality

needs public low-rent housing; ascertain that at least

10 percent of the development cost can be financed from

private capital; provide a local subsidy, usually by tax

exemption, equal to at least one-fifth of the annual con-

tribution to be provided by the Federal Public Housing
Authority; assure the elimination of one slum unit for

every new dwelling unit built; observe statutory dwelling

cost limitations; and provide for an economical system of

management operations. The local authority must also

select and acquire a suitable site, secure proper zoning,

prepare site and architectural plans, award the construc-

tion contract to the lowest responsible bidder, and super-

vise and inspect construction. The Federal Pubhc

245
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Housing Authority reviews and inspects the performance
of the local authority to uasure compliance with the act.

It contracts with the local authority to provide loans

bearing an interest rate K of 1 percent above the going

Federal rate. It also agi-ees to pay an annual contribu-

tion which may not exceed a percentage (determined by
adding 1 percent to the going Federal rate of interest on
long-term bonds at the time of the contract) of the de-

velopment cost of the project.

Although the entire loan and annual contribution au-

thorizations have been committed, construction of a

number of projects was deferred because of the war. Of
the deferred program, 5,800 units are scheduled to be
reactivated m fiscal year 1946, and 17,600 units in 1947.

During the early development phases, financial aid is

made available to local housmg authorities thi'ough short-

term loans. Permanent financing is accomplished by two
types of bonds—A bonds for sale to private investors on
the basis of competitive bids and B bonds sold to the

Federal Public Housing Authority for the balance of the

development cost. As a general rule, projects are not
permanently financed mitO construction is approximately
75 percent complete. Approximately 90 percent of the

short-term financing requuements during fiscal years

1946 and 1947 will be supplied by private investors, at

lower interest rates than that which the Federal Public
Housmg Authority is required by law to charge. The
Authoritv's participation in short-term financing is esti-

mated to be $3,099,2.36 in fiscal year 1946, and $7,480,000
in 1947, as shown in exhibit A.
Permanent financing of reactivated projects is scheduled

to result in the pm'chase of $6,012,000 of B bonds in fiscal

year 1947. All other transactions in B bonds I'cfer to the

refunding of projects which had already been permanently
financed and the permanent financuig of locally owned
Public Law 671 projects held in temporary status durmg
the war. The net effect of the transactions in B bonds,
shown in exliibit A, is an increase of $6,660,000 in fiscal

year 1946 and a decrease of $13,512,000 in fiscal year
1947, the decline being due to refunding of B bonds with
the proceeds of bond sales to private investors.

Locally owned projects—Transfer?-ed permanent war
housing.—This budget assumes the transfer of 53 perma-
nent war housing projects (13,900 units) to the low-rent
program. This is about one-half the number of units

which local authorities have indicated a definite interest

in acquiring. The Lanham Act permits such transfers for

low-rent use only when specifically authorized by Congress.
For such transfers congressional authorization will be
requested in those cases where a local housing authority
desires to take over a project suitable to meet low-rent
housing needs and the local governing body has given its

approval. Proposed transfers of title to local govern-
ments would take place under a contract providing, as

purchase price, that the net operating income be paid to

the Federal Government for a term of years representing
the useful life of the project. In recording this transac-
tion on the Federal Public Housing Authority books the
asset value of the transferred projects would be shown as

a loan receivable to be liquidated at least in part by the
net operating income received under the contract.

Federally owned projects.—No new direct development
by Federal Public Housing Authority is cont(in])Ialcd,

but there will be a considerable outlay of funds to com-
plete construction on projects begun during the war under
Public Law 671. Some further expenditures are required
to settle contracts and to correct construction deficiencies

due to wartime material shortages. In comparison with

more than 29 million dollars in development expenditures

during the 1945 fiscal year, exhibit A shows an estimated
decline to $12,674,690 in fiscal year 1946, and a further

drop to $2,393,240 in fiscal year 1947 as final settlements

occur.
Management Operations

locally owned projects

Under the United States Housing Act of 1937.—Rental
income of the projects depends upon the rent-paying
ability of the tenants, and a system of graded rents vary-
ing according to family income is used. In normal low-

rent operation, the rental income is not sufficient to meet
project expenses, including operating costs, payment of

interest, and amortization of capital costs. The Federal
Government contracts with the local housing authorities

to pay a portion of this deficit, with limitations on the
maximum payment that can be made.
As in the case of development operations, the local

housing authority is reqinred in the management of these

projects to observe certain rules established under the
basic act. These rules are conceriaed with the eligibility

of tenants, with standards of physical operation and
maintenance, and with accounting practices. The Federal
Public Housing Authority reviews management opera-
tions of the local housing authority and audits its books
to assure compliance with these rules. There will be 496
developments containing 144,682 dwelling units under
management in this program at the close of the 1946
fiscal year, and the projected reactivation of war-deferred
projects will raise the total to 530 developments with
151,439 units at the end of the following year. Annual
contribution requirements as shown in exhibit A, but sub-
divided according to the thi-ee types of contributions

winch must be exnlained in this budget, are as follows:
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Supplemental contributions are made when there are

approved increases in the development costs of projects

due to such supplemental work as the correction of con-

struction deficiencies caused by wartime material short-

ages. They are relatively small and are estimated to

run at about the same level.

An operating contribution equals the operatuig deficit

of a project, after giving efl'ect to the local subsidy. The
operating deficit is determined by adding operating ex-

penses, the amounts reserved in the period for repairs,

maintenance, and replacements and for vacancy and
collection losses, debt service, and payments in lieu of

taxes, and deducting the total project operating income
from the sum thus derived. The contribution is paid in

the first or second quarter following the close of the project

fiscal year in which the deficit was incurred, and a project

fiscal year may close at the end of any quarter of the year.

It should be emphasized that annual contribution require-

ments in a particular Federal fiscal year are determined
by the local operating experience in varied project fiscal

years. For example, the annual contribution requirements
in the Federal fiscal year 1947 are determined by the

operating experience of projects with fiscal years ending
either March 31, June 30, September 30, December 31,

1946, or March 31, 1947, depending on the annual con-

tribution date of the particular project. This means that

local project operating income and expense 3 to 15 months
before the beginning of a Federal fiscal year largely deter-

mine the annual contribution requirement for that year.

In comparison with the actual experience in fiscal year
1945 it is estimated that operating contributions will

decrease by $686,389 in fiscal year 1946 and then rise

by $1,680,238 in fiscal year 1947. The low level of op-
erating contribution requirements in fiscal year 1946
reflects the peak period of high wartime income of project

tenants. The estimated contribution requirements in

fiscal year 1947, on the other hand, reflect the anticipated

postwar readjustment of tenant incomes. Now that active

hostilities have ended, the Federal Public Housing Author-
ity has a definite obligation to restore the program to

exclusive use of low-income families, even though the

present shortage of housing may delay somewhat the
removal of ineligible tenants in many localities.

The estimates in this submission are based on approved
budgets for each development eligible for operating con-
tributions. In order to eliminate the effect of differences

in the number of units in projects eligible for operating
contributions, these budgets can best be summarized in

terms of average income and expense per dwelling unit

per month of operation. Tabulated averages indicate

clearly the basic differences in the operations of locally

owned Public Law 412 and Public Law 671 projects. In
the case of Public Law 412 projects the operating income
reflects the definite low-income nature of tenants and be-
cause of the low operating income of these projects their

operations result in the requirement of operating contri-

butions. In the case of Public Law 671 projects, how-
ever, operating income reflects the high level of wartime
earnings of tenants in fiscal years 1945 and 1946. Because
of this it was possible to operate those projects during
these years with few operating contributions and in many
cases with an operating gain. With the restoration of

this part of the program to exclusive use of low-income
families in fiscal year 1947 operating income will drop
substantially and the operations of these projects will

require operating contributions as well. A detaOed tabu-
lation of average income and expense per dwelling unit
per month follows:

PUBLIC LAW 412 LOCALLY OWNED PROJECTS

Operating income (including utility

charges)

Operating expense:
Excluding reserves
Provision for reserves:

Repairs, maintenance, and replace-
ment

Vacancy and collection losses

Debt service
Payments iu lieu of taxes.;.

Nonoperating expense, accoimting ad-
justments, etc

Total expense

Operating contributions

PUBUC LAW 671 LOCALLY OWNED PEOJECTa

Operating income (including utility
charges)

Operating expense:
Excluding reserves __

Provision for reserves:
Repairs, maintenance, and replace-
ment

Vacancy and collection losses

Debt service
Pa>'ments in lieu of taxes

Nonoperating expense, accounting ad-
justments, etc

Total expense- —-^..—

Operating gain

Operating contributions

2.13
2.02

12 86
1.70

2.36
2.12
6.92
4.31

$25. 41

14.55

1.91
6.75
4.41

$23. 33

14.55

30.90

7.57

25.76

16.48

Transferred permanent war housing.—The discussion of

development and financing operations mentioned the

projected transfer to local authorities of a number of

permanent war housing projects. Consideration for the
transfer would be a contract to return the net operating
income that would result even under low-rent operation
without charges for debt service. The first income,
estimated at $890,720 and shown on exhibit A, would
be received in fiscal year 1947. The estimate is based
upon the forecast operating income and expense for leased

permanent family dwelling units under the war housing
program, with an appropriate downward adjustment in

income as low-income tenants replace war workers.

FEDERALLY OWNED PROJECTS

The number of federally owned projects under manage-
ment as of Jime 30, 1945, 1946, and 1947, is shown in the

following table:

All projects:

Projects
Dwelling units

Public Works Administration:
Projects,.
Dwelling units

Public Law 671:

Projects
Dwelling units..

Public Law 412:

Projects
Dwelling units

Fiscal year
1945, actual

4,532

32
11,854

Fiscal year
1946, esti-

mated

40, 330

50
21, 612

16

6,864

32
11, 854

Fiscal year
1947, esti-

mated

The 32 Public Law 412 projects are located in Ohio,

where the Federal Government was forced to take title to

projects developed by local housing authorities when a

decision by the Ohio Supreme Com-t denying tax exemp-
tion to these projects prevented the local contributions

required under the United States Housing Act. Sale of
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the Public Law 671 projects to local housing authorities is

planned, but a number of them may have to be retained

because prior commitments on the 28 million-dollar annual
contribution limitation will prevent financing.

Local housing authorities were operating 86 out of the
96 federally owned projects as of June 30, 1945, under
lease agreements, and plans call for local operation of the

8 projects under construction. Only the net operating
income before reserve charges actually is received by Fed-
eral Public Housing Authority under this type of manage-
ment, since rents are collected and regular e.xpenses are

paid by the local housing authority.

The average operating income per unit month received

by Federal Public Housing Authority on the federally

owned projects declines each year as over-income families

are replaced with low-income families, although there is

an increase in gross rentals paid by occupants m 1946, due
to recently completed projects. Li this connection it

should be noted that the fiscal years of federally owned
projects correspond to the Federal fiscal year, so the im-
pact of the ending of the war is felt in fiscal year 1946,

whereas, in the case of the locally owiied projects, annual
contributions are not affected until fiscal year 1947.

Trends in expenses of the federally owned projects are

similar to those of the locally owned, with the primary
difference being in debt service. When it became appar-
ent that the Ohio projects and a number of the Public
Law 671 projects might remain in Federal ownership for

an extended period, the Federal Public Housing Authority
adopted the policy of instituting debt service charges.

Beginning with the 1946 fiscal year, interest is charged
on the unamortized cost at the 1 percent rate currently

paid by Federal Public Housing Authority, and amortiza-
tion on the total development cost of the project is charged
at the rate of 0.84 percent per year. The project budgets
are summarized below in terms of average income and
expense per dwelling unit per month:
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The major factor contributing to the increasing deficit

is the cumulative increase in subsidies through annual con-
tribution payments.

Administrative Expenses

Of the total administrative expenses of the Federal
Public Housing Authority in fiscal year 1947, the amomit
of $3,882,400 is estimated as chargeable to the corporate
program. This compares with an estimated $2,187,100 in

fiscal year 1946 and an actual $2,340,453 in fiscal year
1945. The limitation imposed by the Congress for fiscal

year 1946 applied only to operations under the United
States Housing Act of 1937, and excluded the expenses in

connection with Public Works Administration projects.

For 1947, it is proposed that the limitation be applicable
to all administrative expenses of the progiam. The basis

for distributing these expenses is explained in the consoli-

dated estimate of Federal Public Housing Authority ad-
ministrative expenses.

Language

Annual Contributions, National Housing Agency, Federal Public
Housing Authority—

•

Annual contributions: For the payment of annual contribu-
tions to public housing agencies in accordance with section 10 of
the United States Housing Act of 1937, as amended (42 U. S. C.
1410), l$7,mo,Omj $1^,600,000, together with the unexpended
balance of the appropriation for this purpose for the fiscal year
[1945] 1946: Provided, That except for payments required on
contracts entered into prior to April 18, 1940, no part of this appro-
priation shall be available for payment to any public housing
agency for expenditure in connection with any low-rent housing
project, unless the public housing agency shall have adopted regu-
lations prohibiting as a tenant of any such project by rental or
occupancy any person other than a citizen of the United States,
but such prohibition shall not be applicable in the case of a family of
any serviceman or the family of any veteran who has been discharged
{other than dishonorably) from-, or the family of any serviceman who
died in, the armed forces of the United Stales within four years prior
to the date of application for admission to such housing. (Act of
May S, 1945, Public Law 49.)

Annual appropriation, general account:

Estimate 1947, $12,600,000 Appropriated 1946, $7,600,000
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Exhibit A
COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated 1947, estimated.

FUNDS APPLIED

To make loans to local housing i

"B" bonds

Advance loan notes

Total loans to local housing authorities

To development of federally owned projects:

Development costs

To operating expenses: i

Projects ---

Interest on notes payable to U. S. Treasury.

Administrative expenses

Total operating expenses.

To nonoperating expenses:

Projects,--

Annual contributions

Total nonoperatine expenses --

To pDrchase of investments:

U. S. Government bonds _ ...

To retire outstanding notes payable:

Held by U. S. Treasury

To decrease* working capital (see schedule A-1).

Total funds applied

FUNDS PROVIDED

By repayments of principal of loans:

Local housing authority oblifratioos:

"B" bonds

Advance loan notes

Total local housing authority oblipations

Mortgage loan notes—PWA limited dividend corporations-

Public Law 849 project loans.-

Total repayments -

By appropriations:

Expenditures

By operating income:

Interest -

Project income - ---

Add: Leased project reserve funds deposited with FPHA-
Amortization of premium on investments-

Total operatine Income

By sale of investments:

U. S. Government bonds -

By nonoperating income:

Profit on sale of U. B. Government bonds.

Total funds provided

$727, 000

631,561

$553, 058

3, 980, 000

> 2, 621, 800

28,286

8, 721, 220

6, 519, 000

16,125,044

7, 926, 907

4. 448, 897

916, 055

$8, 138, 000

3, 099. 236

$1, 358, 561

29, 417, 512

I, 523, 958

3, 830, 000

2, 187, 100

6,013

8,041.754

8, 749, 506

3, 000, 000

15,000,000

•18,441,865

21, 644, 044

37, 737

21,681,781

8, 721, 220

13,291,859

2, 277, 734

265,978

46, 238, 672

S, 047, 767

630, 000

1, 478, 000

4, 754, 688

6, 232, 688

17,666

6, 250, 364

8, 041, 754

8, 831, 736

3, 732, 175

776, 126

$64, 382, 000

7, 480, 000

1, 678, 987

3, 730. 000

3, 882, 400

77, 894, 000

4, 682, 688

8. 774. 820

2, 664. 686

722, 667

$71,862,000

2,393,240

20. 000, 000

•8, 778, 818

82, 576 688

17,666

890, 720

83, 485, 074

15,000,000

•Deduct.

' Excludes expenses which do not require funds during current year (see exhibit B).

' Administrative expenses adjusted to $2,340,463 by redistribution subsequent to June 30, 1946. DiSerence of $281,347 included in fiscal year 1946 adjustments to surplus.
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Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSES

[Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated 1947, estimated

Operating Income;

Interest:

U. S. Government bonds..

Obligations of local housing authorities..

PWA limited dividend corporations

Charged to federally owned projects

Total interest.

Project income:

Directly operated:

PWA
Public Law 671.

Total directly operated

Leased (net income):

PWA
Public Law 671 (before debt service) ..

Public Law 412 (before debt service).

Total leased..

Rented—PWA

Total project income

Total operating income.

Operating Expenses:

Project expenses:

Directly operated:

PWA (exclusive of reserves) -.-

Public Law 671 (exclusive of reserves)

PWA provision for reserves

Public Law 671 provision for reserves including amortization.

Total directly operated -.

Leased:

Public Law 671 debt service (interest)

Public Law 412 debt service (interest)

Public Law 671 provision for amortization

—

Public Law 412 provision for amortization

—

Public Law 671 provision for general reserve..

Total leased..

Total project operating expenses...

Interest on notes payable to U. S. Treasury.

Administrative expenses:

DSHA.._ - -

PWA -

Depreciation—furniture and fixtures

Total operating expenses.

Net operating income

Nonoperating income and expenses*

:

Expenses:

Directly operated jirojects—PWA.
Annual contributions

Total expenses

Income:

Gain on sales of U. S. Government Bonds..

Net nonoperating expenses..

Net income (or loss*) including contributions..

Annual contributions

Net Income carried to undivided profits..

$162, 734

7, 707. 042

67, 131

$194, 925

7, 584. 003

86, 471

966, 337

$207, 645

7, 441, 182

84. 656

1,041,337

930, 691

34, 458

323. 433

1, 248, 021

1,410,716

259. 817

1,022,963

3. 470. 448

13,300

2. 693. 496

13. 300

536, 007

17.051

78, 594

17, 407

563. 757

92. 394

289, 072

678, 736

242, 821

486, 137

972, 492

3, 980, 000

1 2, 430, 200

1 191, 600

55, 343

2, 344, 240

3. 830. 000

2, 072, 200

114.900

•28, 286

*8, 721, 220

*8, 749, 506

265, 978

•3,737,359

8, 721, 220

•6,013

•8.041,754

•3, 845, 196

8, 041. 754

801, 360

122, 136

799, 107

87,403

741, 380

27, 574

41, 186

445, 522

578, 735

374, 238

486, 137

1, 627, 890

13, 300

2, 608, 122

3, 730, 000

3, 767, 400

115,000

•2,890

•15,000,000

•13,883,960

15, 000, 000

•Deduct.
1 Administrative expenses adjusted to $2,226,311, United States Housing, Authority, and $115,142, Public Works Administration, by redistribution subsequent to June 30, 1945.

Diflerence of $281,347 included in fiscal year 1946 adjustments to surplus.
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Exhibit B—Continued

COMPARATIVE STATEMENT OF INCOME AND EXPENSES—Continued

ANALYSIS OF UNRESERVED SURPLUS OR DEFICIT

1945, actual
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[As of June 30, 1944, 1946, 1946, and 1947]

1944, actual 1945, actual 1946, estimated 1947, estimated

ASSETS
Current assets:

Cash --

Appropriated funds -

Accounts receivable:

Due from other Government agencies

Receivables from leases:

Bents from local housing authorities:

Public Law 849 projects

P. W. A. projects

Public Law 412 projects

Public Law 671 projects

Other -

Other receivables from local housing authorities

Tenants accounts receivable:

Collectible

Uncollectible

Allowance for uncollectible

Miscellaneous

Advances to local authorities

Inventories _ _

Accrued interest receivable:

U. S. Government bonds

Local housing authority obligations. _

Mortgage loan notes P. W. A. limited dividend corporations..

Mortgage loan notes

Investments:

U. S. Government bonds...

Stock in P. W. A. limited dividend corporations

Loans receivable:

Local housing authority obligations

Mortgage loan notes P. W. A. limited dividend corporations..

Public Law 849 projects. .:

Total current assets

Fixed assets:

Development costs:

Projects

Furniture and fixtures

Total development costs

Allowance for debt amortization

Allowance for depreciation of furniture and fixtures

Total fixed assets

Deferred charges:

Prepaid Insurance

Returnable premium
Prepaid payment in lieu of taxes

Deferred operating improvement _
Undistributed debits

Total deferred charges

Total assets

UABIUTIES

Current liabilities:

Accounts payable

Accrued payment in lieu of taxes

Tenants security deposits

Bonds, debentures, and notes payable—U. S. Treasury series

Deferred credits:

Prepaid rents

TolalUabiliUes

080,911

064,054

1,566,043

,686,802

309,619

20,226

C8,166

12,300

26,041

1,602,161

30,807

1, 345, 427

, 686, 431

;, 284, 092

632,784

;, 916, 876

•677, 441

82,688

122,634

20,000

288.703

$111,047

774, 935

12, 972

398,000,000

10,700

$22. 654, 546

2, 841, 764

2, 221, 468

1,453,271

196,833

301, 811

3,017

13

14,126

68,629

3. 636, 996

24,936

7, 876, 334

288,059,944

1, 648, 694

217, 701, 604

632,784

218, 334, 388

•632,784

90.021

120,836

218, 140

$169,902

135.868

14,198

383,000,000

13.332

$13,660,644

2,400,000

272.883

163,279

6,760

16,600

3,000

10,253

•10,263

68,629

3, 779, 393

24,721

293, 064, 492

1, 531, 028

12,232.000

280, 644, 270

632,784

231, 277, 054

•1, 939, 827

•632, 784

7,965

135. 030

220.000

$160,000

140,000

12.000

383,000,000

16,000

890,720

247,453

184,888

166, 297

6,760

1,600

3,000

19,487

•19,487

16,000

68,629

3, 676, 172

23,636

9,287,410

210

282,349,804

1, 613, 362

60, 269, 280

233. 037. 610

632,784

233, 670, 294

•2, 814, 550

•632, 784

6,286

136. 030

220.000

$150,000

140,000

10.000

363,000,000

15,000
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Exhibit C—Continued

COMPARATIVE STATEMENT OF FINANCIAL CONDITION—Continued
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Schedule A-1

COMPARATIVE STATEMENT OF CHANGES IN WORKING CAPITAL

[Fiscal years ending June 30, 1945, 1946, and 1917]





FARM SECURITY ADMINISTRATION PROGRAM

Creation and Purpose

Executive Order 9070 of February 24, 1942, transferred

to the National Housing Agency (Federal Public Housing
Authority) "all functions, powers and duties of the Farm
Security Administration relatmg to such housmg projects

as the Administration determines are for families not
derivmg theii- principal income from operating or workmg
on a farm." The Farm Security Administration projects

were developed out of funds appropriated by section 208
of the National Industrial Recovery Act of 1933 (40

U. S. C. 408) and the Emergency Relief Appropriation
Act of 1935 (49 Stat. 115). The original purpose of these

projects was threefold (1) to rehabilitate families in

distress by providing them with a homestead on which
they could supplement income received by seasonal

industrial work, (2) to demonstrate a method of redis-

tributmg what was considered an overbalance of popu-
lation in industrial centers by constructing small suburban
commimities insulated from encroachment by a greenbelt

of farms and forests, and (3) to provide work relief and
to increase employment by providing useful projects.

Thirty-one subsistence homestead, thi"ee greentown,
and eight undeveloped projects were transferred to the

Federal Public Housing Authority under Executive Order
9070. In addition a number of loans to cooperative
business enterprises comiected with these projects, were
transferred from the Farm Security Administration. The
eight undeveloped projects were immediately declared
surplus and turned over to Public Buildings Admmistra;
tion for disposal. The interest of the Federal Public
Housing Authority in 16 of the subsistence homestead
projects sold to tenant associations prior to the transfer

of these projects pursuant to Executive Order 9070 is

represented by mortgage holdings. As of July 1, 1945
14 homestead projects and 3 greentowns were under direct

operation by the Federal Public Housing Authority, 1

project having been declared surplus by the Federal
Public Housing Authority dm-ing fiscal year 1945.

Financial Organization

Development of this program was financed from appro-
priated funds, and assets representing $65,906,689 of

such funds were transferred to the FPHA. Administra-
tion of these projects is carried on under the terms of the
Bankhead-Black Act of 1936 (40 U. S. C. 431), which
provide that operating income may be used for operation
and maintenance. These fmids have also been used to

cover disposition expenses, in accordance with annual
acts appropriating these operating revenues under the
title, "Liquidation and management of resettlement
projects".

Analysis of Budget Program by Major Activities

development operations

The Federal Public Housing Authority incurred no
expenses under funds appropriated by the National
Industrial Recovery and the Emergency Relief Appro-
priation Acts inasmuch as all development activities were
concluded prior to the issuance of Executive Order 9070.
The Emergency Relief Appropriation Act had stipidated
that the funds therein appropriated were to remain avail-

able only until June 30, 1937.

MANAGEMENT OPERATIONS

Projects which have not been sold to tenant homestead
associations are operated directly by the Federal Public
Housing Authority. Community managers and operat-
ing staffs, appointed through appropriate Civil Service
procedures, are directly responsible to the Federal Public
Housing Authority. Likewise, pm-chasing and contract-
ing for service and supplies for the projects are conducted
in accordance with generally applicable statutes and
administrative orders.

Housing operations consist of the management of 3

greentown and 14 subsistence homestead projects com-
jM-ising the active Farm Security Administration program
as of June 30, 1945, containing a total of 4,227 units. The
value of this property as of June 30, 1945, was $58,092,553
(exhibit C). Included, in addition to the dwelling units,

are roads, schools, utility systems, and other necessary

facilities which cost $22,122,499.

The greentown projects, consisting of 2,267 units, will

represent a management program during fiscal years 1946
and 1947. However, the program covering the sub-
sistence homestead projects of 1,960 units is transitional.

These projects are being disposed of as quickly as feasible.

In fiscal year 1946 it is anticipated that 1 project con-
sisting of 249 units will be sold to a homestead association

and 55 units will be sold to individuals. In fiscal year
1947 it is estimated that 4 projects of 776 units will be
sold to homestead associations, 67 units will be sold to

individuals, and 6 units will be declared surplus. In
addition to these disposition actions, it is estimated that

125 units will be placed under lease-purchase contracts in

fiscal year 1946 and 117 units in fiscal year 1947.

Funds provided by operathig income from housing
management activity during fiscal year 1946 will amount
to $1,767,046, as shown in exhibit A. The decline to

$1,478,551 forecast for fiscal year 1947 is based on the

anticipated reductions in rental receipts from the green-

towns and the disposition of subsistence homestead units.

It is anticipated that operating income from greentown
projects will continue to increase during fiscal year 1946

in accordance with trends established during the war
years due to a disproportion of tenants paying maximum
rents. A 12 percent decline in operating income is

estimated in fiscal year 1947 as a result of replacement of

high-income tenants as the projects are reconverted to

the original purpose of providing suburban housing for

moderate income families. In fiscal year 1945, net in-

come from subsistence homestead projects was $76,237.

During 1946 and 1947 it is expected to decline to $52,526
and $3,812, respectively. Tlus trend reflects accelerated

disposition activities.

Additional management operations are concerned with

the continuance of financing of existing cooperative enter-

prises and subsistence homestead associations. Interest

payments on loans due from cooperative enterprises wUl
provide $129,100 durmg 1946 and $59,700 during 1947.

Repayment of principal will provide $690,900 in 1946

and $464,700 in 1947 (exhibits A and B). No new loans

to cooperative enterprises are anticipated.

Interest payments on loans due from homestead asso-

ciations will provide $56,100 in 1946 and $58,500 in 1947.

257
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Repayment of principal wUl provide $86,900 in 1946 and
$47,400 in 1947.

DISPOSITION OPERATIONS

Subsistence homestead projects are being sold either as

units to individual tenants or in their entirety to tenant
homestead associations depending on whether the mala-
tenance and operation of community facilities are involved.

Sales prices are being determined in conformity with com-
mitments made by any agency of the Federal Govern-
ment which had jurisdiction over these projects, or in the

absence of such commitments, are being based on the fair

market value of the property. The terms of sale provide
for payment of purchase price in not to exceed 40 years
with interest at 3 percent. Advance amortization is being
encouraged. New loans will be made to homestead asso-

ciations in the amount of $1,968,200 representing 75 per-

cent of the sales price of housing properties sold to these

associations.

Schools, streets and other public ways wUl be dedicated
where necessary. Contracts for disposal of utility in-

stallations and community, commercial, and service facili-

ties owned by the Government wOl provide for continuing

operation. Additional notes of $250,000 will be accepted

in connection with sales of nondwclling facilities Lo home-
stead associations. Unused land and certain other prop-

erties will be declared surplus to the War Assets Admin-
istration. Dedication of community facilities and public

ways should be completed by the end of fiscal year 1947

as wUl be the disposition of other community^ facilities.

In the disposition of mortgage interests in cooperative

enterprises, every effort will be made to provide for con-

tinued operation of enterprises essential to the economic
life of homestead communities. Consumer cooperatives

in default will be disposed of to the highest responsible
bidder in the light of approved appraisals.

Operating Results

As shown in exhibit B, income from project operations
and interest earnings is estimated at $1,952,246 in fiscal

year 1946 and $1,596,751 in fiscal year 1947. Operating
expenses decrease from $1,475,313 in fiscal year 1946 to

$1,273,827 in fiscal year 1947, with resulting net operating
income of $476,933'and $322,924 in fiscal years 1946 and
1947, respectively. This net income is more than offset

by the cost of assets to be disposed of by sale and dedica-
tion. As a result, net cost of the program is estimated at

$3,435,267 in fiscal j-ear 1946 and $7,428,376 in 1947.

Financial Condition

The total paid-in capital (exhibit C) decreases from
$65,201,557 as of June 30, 1945, to an estimated $60,-

262,290 as of June 30, 1947, reflecting primarily proceeds
from disposition of subsistence homesteads and com-
mmiity facilities. Proceeds to be returned to the Treas-
ury are estimated to reach $2,387,346 by June 30, 1946,

and $4,441,246 by June 30, 1947. The cumulative net
cost of the program is expected to increase from $965,387
as of June 30, 1945, to $4,400,654 by June 30, 1946, and
$11,829,030 by June 30, 1947 (see exliibit B).

Administrative Expenses

The amount of $163,700 is estimated as the portion of

total Federal Public Housing Authority administrative
expenses chargeable to the Farm Security Administration
Progrrm in fiscal year 1947. This amount is estimated
at $163,SCO in fiscal year 1946, and compares with an
actual charge in fiscal year 1945 of $162,594. The basis

for this distribution is explauied in the consolidated esti-

mate of FPHA administrative expenses.
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS
[Fiscal years ending June 30,
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Exhibit B

COMPARATIVE STATEMENT OF INCOME AND NET COST OF PROGRAM
[Fiscal years ending June 30, 1945, 1946, and 1947]
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[Aa of June 30, 1945, 1946, and 1947]

1945, actual i 1946, estimated 1947, estimated

CURRENT ASSETS
Cash. --- ----

Appropriated funds -__ ->-

Accoimts receivable:

Due from Government agencies

Miscellaneous accounts receivable-

Tenants accounts receivable:

Collectible

Uncollectible.-

Allowance for uncollectible

Loans receivable:

Subsistence homestead association mortgage notes

Subsistence homestead association moratorium interest notes.

Other mortgage loan notes

Cooperative association notes

Reserve for losses.

Stores inventory

Total current assets.

ACCRUED ASSETS

Interest on subsistence homestead mortgage notes.

Interest on cooperative association notes

Total accrued assets..

FIXED ASSETS
Subsistence homesteads:

Acquisition by transfer

Disposition by transfer

Disposition by sale

Greentown projects:

Development cost -

.

Acquisition by transfer

Allowance for depreciation.

Total fixed assets..

DEFERRED CHARGES
Prepaid expense

Undistributed debits,.

Total deferred charges-

Total assets,.

LIABIUTIES
Current liabilities:

Management accounts payable

Trust and deposit liabilities:

Deposits on lease and purchase agreements

Deposits for maintenance and repairs

Miscellaneous.-

Undistributed credits

Total liabUitieg..

CAPITAL
Paid-in eapltal:

Expended appropriationa

Revenue receipts

Assets transferred from other Federal agencies

Assets transferred to other agencies for disposition,.

Deposits to general fimd receipts

Total paid-in capital.

Net cost of program

UNEXPENDED APPROPRIATIONS

Unexpended appropriations

Total liabilities, capital, and unexpended appropriations.

•Deduct.
> Absence of 1944 actual data explained in footnote on exhibit A.

, 022, 965

836, 421

34, 629

10, 100

134, 554

2,958

•2, 958

., 982, 698

10, 675

, 689, 810

1, 000, 000

93, 663

9.523

633, 401

22, 203, 515

•283, 924

698, 671

35, 476, 720

•2,429

85, 584

819, 146

146, 373

4,064

4, 178, 208

•4, 599, 416

65, 906, 689

•283, 924

$189, 592

1, 134, 318

•5,826

1, 996, 298

10, 175

900, 000

3, 061, 310

•2, 000, 000

90,000

9.523

594, 001

22, 241, 115

•283, 924

•4, 617, 200

69S, 671

35, 476, 720

•2,429

$171, 092

1, 307, 642

130,000

12, 357

•12,357

4, 167, 598

9,675

900, 000

2, 596, 610

•2, 000, 000

90,000

9,623

61,701

22, 241, 115

•310, 824

•15,474,500

698, 671

35, 476, 720

•2,429

25. 000

4,064

5, 649, 043

•6, 368, 148

65, 906, 689

•283, 924

•2, 387, 346

25, 000

4.064

6, 947, 839

•7, 840, 168

65, 906, 689

•310, 824

•4,441,246

65. 201, 557

•965, 387

62, 516, 314

•4, 400, 654

n,»i

43,628,753

60, 262, 290

•11,829,030
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Schedule A-1

COMPARATIVE STATEMENT OF CHANGE IN WORKING CAPITAL

[Fiscal years ending June 30, 1945, 1946, and 19471



ADMINISTRATIVE EXPENSES—FEDERAL PUBLIC HOUSING AUTHORITY

A single administrative expense budget is prepared for

the five groups of programs administered by the Federal
Public Housing Authority, namely:

Public war housing program.
Homes conversion program.
Veterans housing program.
Corporate program (low-rent, including Public Works

Administration projects).

Farm Security Administration program.

Each of these groups has been described in a separate
budget program. The Federal Public Housing Authority
is operated as a single homogeneous organization designed
to cope with all the ramifications of these varied public
housing programs. Each program bears its proportionate
share of the total administrative expenses. Authority
for establishment of the single admmistrative expense
account is contained in the Independent Offices Appro-
priation Act, 1946, and preceding fiscal years.

Major Administrative Activities

The activities of the entire organization of the Federal
Public Housing Authority consisting of all staff, service,

or operating divisions can be divided functionally into

three major categories, i. e., development, management,
and disposition.

Development.—The development activity involves such
matters as analysis of local housing conditions, acquisition

of land, site plannmg, structural plamiing, awarding con-
tracts, inspections for compliance with contract terms,
and the making of final settlements with contractors.

The extent to which each ol these activities is involved
varies from program to program. These development
activities require extensive negotiation with local organi-
zations and governing bodies.

During the fiscal year 1945 the Authority was still

heavily engaged in construction of war housing and at

the end of that year there remained 35,545 units to be
completed. Physical completion of these units and the
liquidation of all contracts not finally settled constitute

a major workload item during fiscal year 1946. Some of

this worldoad will carry over into the first quarter of

fiscal 1947. An important item of workload arises from
the reutilization of structures to provide housing for

veterans which assumed importance early in the fiscal

year 1946, and which contemplates making approximately
100,000 units of veterans' housing available for occupancy
by the end of that year and 100,000 additional units by
January 1947. Completion of construction work and
contract settlement will extend through the 1947 fiscal

year. The workload is fm-ther augmented by the re-

sumption of development of war-deferred low-rent housing
projects under the United States Housing Act of 1937.

It is estimated that development of 5,800 units will be
started in 1946. In 1947, it is expected that 12,600
units in urban areas and 5,000 units in rural areas will

be started.

Management.—The management activity consists of

directing the operations of housing projects through
project housing managers, through local housing authori-
ties, or through contract managers and local bodies
participating in the veterans housing program. This
activity deals with rental and occupancy, maintenance
engineering, commercial facilities, utilities, taxation,

insurance, and project services. The management work
begins with the inception of the project and ends upon
its disposition.

At the end of the fiscal year 1945 there was a total of

791,393 housing units of all kinds under management.
This budget estimates that there will be approximately
757,986 at the end of 1946 and 772,814 at the end of 1947.

Disposition.—Disposition activity involves develop-
ment of plans for disposal of war housing, appraisal of

properties, and the financing and closing of sales. This
budget contemplates that approximately 154,358 dwell-

ing units together with the land will be disposed of or
transferred for reuse during the fiscal year 1946 and
approximately 113,339 during the fiscal year 1947.

Distribution by major activity.—The distribution of

administrative costs to these three major activities is

shown in the following table:

[Fiscal years ending June 30, 1945, 1946, and 1947J

Activity
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following distribution of costs by program and sources
of funds:

[Fiscal years ending June 30, 1945, 1946, and 1947]

Program and source of funds
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Schedule A

ADMINISTRATIVE EXPENSES BY FUNCTIONS AND CATEGORIES
[Fiscal years ending June 30, 1945, 1946, and 1947]

By accounts
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Schedule A-1

PERSONAL SERVICES

[Fiscal years euding June 30, 1945, 1946, and 1947]

PERSONAL SERVICES, DEPARTMENTAL

Clerical, administrative, and fiscal serv-
ice:

Grade 16. In excess of $9,800:
Commissioner

Grade 15. Range $8,750 to $9,800:

Comptroller _

Assistant commissioner for disposition.

Grade 14. Ranee $7,175 to $8,225:

Director of division

Deputy assistant commissioner
Grade 1.3. Ranpe $6,230 to $7,070:
Evcrnt! vi^ 1)^. i^i ant to commissioner..
,'^iKri:i] :,v.i-i i.ir to commissioner

Mi (lor of division..
l)u

Dlrtctoi of dp sion.
Purchasing' ollit-i

Cafeteria specialist..

Administrative analyst
Chief accountant
Housing management analyst
Special assistant to comptroller..
Disposition analyst
Conversion management specialist..

Labor relations adviser
Commtmity facilities adviser
Utilities analyst.
Disposition compliance officer

Sales analy.^t

Grade 12. Range .'i:.5,I80 to $6,020:

Special assistant to commissioner...
Budget analyst
Administrative analyst
Fiscal accountant
Housing management analyst
Training specialist.

Employment technician
Classification technician
Materials accountant
Fiscal analyst
Labor relations adviser
Procedures analyst
Chief of section
General service and supply officer..

Accounting system specialist
Training specialist
Plant pror!u''tion analyst..
Assistant to director
Purchasing officer

Assistant director of division .,

Solid fuel specialist
Insurance r-x'^niiner.

Audits
Fiscal exar
Marketinc malyst

analyst...
Di^posiriiin coniijliauce officer..

Dispwilinn nnalyst
Field oixTaii'-ns coordinator
Mortgage sirvicc officer

Utilities analyst
Sales analyst

Grade 11. Range $4,300 to $5,180:
Administrative assistant
Budget analyst
Administrative analyst
Employment technician
Classification technician
Chief of section
Financial mathematician
Purchasing otfi'^er . . .

Tn=nri"ce..v^niinr.r

I
.'" r r,.| ,, r

Housing management analyst..
Auditor
Executive secretary
Area property officer

Fiscal accountant
Disposition analyst
Training specialist

Grade 10. Range $3,970 to $4,630:
Fiscal examiner
Auditor

Grade 9. Range $3,640 to $4,300:
Budget analyst
Administralive analyst
Employmm I technician
Classifieaf in n technician
Training specialist
Draftsman
Securities examiner.
Assistant chii-f of section
Administrative assistant
Property and supply officer ...

5,6

6,600
7. 2 40, 547
2. 5 14, 176
0.6 3,314
1. 7 10, 463
1 5,631
0.2 1,142
1.2 6,409
2. 9 16, 394
0.7 3.920
0.7 3,920
0.8 4,698
1 6, 033
1 5,600
0.2 1,120

0.8 4,533
1.9 8,574
4.1 18,839
9. 2 42, 184
2. 6 13, 463
1 4, 530
1 4, 600
1 4,600
0.4 1,840

3 14,854
0.5 2,058
1. 1 5, 125

2. 7 12, 732

"i"""'4,"666"

1 4,600
0.7 3,092
0.3 1,342
1.1 4,813

1.3 6,308

'i."8""8,'76i

1 3, 800
6. 6 24, 744
2.3 8,718
1 3,916
l.fi 6,219
2.3 8,842
1 3, 871
2.6 9,412
1.9 7.257
2.4 8,649
3.2 12,518
0. 2 917
0.5 1,900
6. 4 22, 091

1.2 4,761
0. 3 960
2.2 8,488
2.2 9,265

'6."8'"3,"338

0.2 741

3. 8 12, 172
0.5 1,448
1.8 5,820
2 6, 505
2.7 8,942
1 3,268
1.8 ,1,856

2 6, 408
2 6, 398
2.7 8,828

1 6, 230
1 6, 440
9 67, 960
3 19, 110
1 6, 440

1 6.230
1 6. 440
1 6. 230
1 6,230
2 12. 460
1 6. 650
3 18. 900
1.

1

6, 441

1 6,230
1 6, 440
0.5 3,115
1 6, 230

1 5, 180
3 15, 750
5. 2 27, 405
3 15, 540

10. 7 56, 683
0.8 3,885
5. 8 30. 415
1 5,390

1 5,390
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By grades

PERSONAL SERVICES, DEPARTMENTAL—COD.

Professional service—Continued
Grade 4. Range $4,300 to $6,180:

Attorney
Statistician --.

Project planner
Appraiser —
Material control analyst
Architect
Construction engineer
Site planning architect
Construction cost analyst
Mechanical engineer.
Rental analyst—
Project services analyst.-. _

Leasing and occupancy adviser
Fire and safety engineer.. ._.

Maintenance engineer
Commercial facilities adviser
Racial relations adviser
Economist-
Fm-niture specialist

Grade 3. Range $3,&40 to $4,300;

Attorney...
Statistician
Project services adviser
Furniture inspector
Librarian
Architect
Construction cost analyst
Architectural engineer
Home economist.-
Equipment specialist _-.

Rental and occupancy analyst
Editor -

Appraiser
Grade 2. Range $2,880 to $3.640
Grade 1 . Range $2,320 to $2,980

Subprofessional service:

Grade 8. Range $2,980 to $3,640

Grade 6. Range $2,320 to $2,980

Grade 5. Range $2,100 to $2,496

Grade 4. Range $1 ,902 to $2,298

Crafts, protective, and custodial service:

Grade 7. Range $2,364 to $2.870

Grade 6. Range $2,166 to $2,562

Grade 5, Range $1 ,968 to $2,364 '. . .

.

Grade 4. Range $1,770 to $2.166

Grade 3. Range $1,572 to $1.902

Grade 2. Range $1,440 to $1,770

Total permanent, departmental

W. A. E. employment, departmental
Overtime pay, departmental

All personal services, departmental.

PERSONAL SERVICES, FIELD

Clerical, administrative, and fiscal service:

Grade 14, Range $7,175 to $8,225:

Assistant to regional director

Regional comptroller
Deputy regional director
Assistant director for real estate and
disposition

Director special projects

Grade 13. Range $6,230 to $7,070:

Coordinator for veterans' program

—

Assistant regional director for admin-
istration

Housing management adviser

Executiveassistant to regional director.
Finance ofEcer.
Conversion management supervisor.

.

Assistant to the director
Finance and budget ofEcer—
Disposition analyst _..

Area supervisor -.-

Budget officer

Deputy assistant director for admin-
istration -.

Assistant to regional director.
Assistant director, special projects
Chief, rural housing
Budget planning and statistics officer.

Finance and supply officer

Director of disposition review.
Director of sales

Regional economist
Budget examiner

Grade 12. Range $5,180 to $6,020:

Assistant to regional director
Housing management adviser

Insurance adviser
Property and producrement officer..
Assistant regional accountant
Personnel officer

Budget officer..

Racial relations adviser
Commercial facilities adviser.
Training adviser...
Accountant
Area conversion management super-
visor

Man-
years Amount

1 2,664
0. 9 I, 727
3.7 6,725
1.9 3.210

0.

2

252
0. 6 1. 083
2 3. 360
1.5 2,190

2.5, 142

6.7 8.328
18.

896.5
2. 533. 882
1.3 10.883

441.918

0.4 2,071
19.7

110,320
I 5. 600
4. 9 29. 263

3. 7 20. 937
2.6 14.836
1 6.600
0. I 697

B. 9 26. 221

180, 931
1.7 8.050
7. 1 33. 041

0.9 4,242
6.7 31.0.50

3 13. SOO
0.9 4.306
2.9 14.022
0.7 3.348
7. 7 36, 727

3.8 17,840

Man- Man-
years Amount years A mount

1.2 6,375

4. 7 20, 616
2.2 9,976
1.5 7,110
3. 8 16, 340
1 4,300

4 17, 640
1 4. 520
1 4. 740
1 4. 740
1 4. 740
1 4. 520
1 4. 300
1 4, 300

2. 7 10, 230
3. 6 12, 960
1. 3 4, 560

2 . 7,280
1 3,640
1.2 4,5.50

9 29, 342
5.6 15,795

1 3, 090
0. 8 I, 740
4 8, 532

1 2, 166

2 4.200
3 5. 310

19. 5 30. 984
3.5 5.040

980.3
3. 267. 371

4.4 36.000
54. 609

1 7, 175
9. 2 66, 369
6.8 41,470

2 14, 350

0.5 3,115

207.900
4.5, 712
43,820
6.230

25, 5.50

6,440

3. 5 21. 805
2 12. 462
1 6. 2.30

0.8 4,673

256. .309

36. 260

42,700

7 37. 520
1 6.180
1 5. 180

3 15. 7.50

4. 2 22, 375
2 10, 570

20,604
7,604
9, 260

3 13, 120

1 4. 520
0.3 1,290
1 4, 740

2.3 8,410
4 14, 780
1.7 6,370

3,750

10

10, 920
3,640

0. 7 2, 730

31.090
14, 470

'.', 320
8.532
1,902

1 7, 176

9 65,363
7 60,487

2 14,350

0.6 3, U5

61
382.340

8.3 51.578
7 43,820
1 6, 230
4 25. 550

1 6,440

10 62, 610
6. 6 34, 265
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By grades

PERSONAL SERVICES, FIELD—Continued

Clerical, administrative, and fiscal serv-
ice—Continued

Grades. Range $1,902 to $2,298

Grade 2. Range $1,704 to $2,100

Grade 1. Range $1,506 to $1,902

Professional service:

Grade 8. Range $8,750 to $9,800:

Regional direotor

Grade 7. Range $7,175 to $8,225:

Assistant to the regional director
Assistant regional director for de-
velopment

Assistant regional director for project
management---

Regional counsel-—
Area representative
Regional director
Economist

Grade 6. Range $6,230 to $7,070:

Deputy assistant director for project

management
Management adviser —
Land appraiser -..

Chief of section

Project services adviser
Construction engineer
Project planner
Architect ---

Insular representative _

Attorney -

Economist ---

Technical adviser
Maintenance engineer _._

Conversion supervisor
Statistician and rental analyst
Director, real estate and disposition.

.

Assistant regional director for devel-
opment

Director of land and appraisal.
Grade 5. Range $5,180 to $6,020:

Director
Attorney

Construction engineer.

Civil engineer
Mechanical engineer.. ...

Electrical engineer
Architectural engineer
Structural engineer-
Assistant conversion supervisor
Building maintenance engineer
Grounds maintenance engineer
Mechanical and electrical engineer.-

\

Architectural engineer.
Fire and safety engineer
Maintenance fire and safety engineer.
Site engineer
Construction cost engineer
Plant production engineer
Chief, management services section..

Priorities analyst
Disposition inspector
Operating statistical analyst.
Tax analyst
Tax and rental analyst
Materials control analyst
Construction cost analyst
Rental and occupancy adviser
Project services adviser
Land appraiser...
Executive assistant
Architect
Landscape architect
Project planner

Site planner.
Expediter...

Man-
years Amount
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Schedule B

STATEMENT OF PROPOSED EXPENDITURES FOR PURCHASE. MAINTENANCE, REPAIR, AND OPERATION OF PASSENGER-
CARRYING VEHICLES, FOR THE FISCAL YEAR ENDING JUNE 30, 1947

Appropriation





DEPARTMENT OF AGRICULTURE

INTRODUCTORY STATEMENT

The Secretary of Agriculture has under his general
direction and supervision seven wholly owned Govern-
ment corporations—Commodity Credit Corporation, Fed-
eral Crop Insurance Corporation, Federal Surplus Com-
modities Corporation, Federal Farm Mortgage Corpo-
ration, Federal Intermediate Credit Banks, Production
Credit Corporations, and Regional Agricultural Credit
Corporation. In addition to the wholly owned Govern-
ment corporations for which business-type budgets are
submitted, there are two types of corporations within the
Department of Agriculture which, under the act, are
termed mixed-ownership corporations—Federal land banks
and banks for cooperatives. The plans of these mixed-
ownership corporations for the return or retention of

Government funds during the fiscal year 1947 are in-

cluded in this chapter of the budget in accordance with
the provisions of section 204 of the Government Corpo-
ration Control Act.

The Commodity Credit Corporation is engaged in a
price support program, a subsidy program, a commodity
export program, a foreign purchase program, and a
supply program. The Federal Crop Insurance Corpo-
ration makes available broad protection against loss to

producers of cotton, wheat, and flax. Insurance to pro-

ducers of corn and tobacco is being extended on an experi-

mental basis. The operations of these two corporations
are conducted through the Production and Marketing
Administration of the Department of Agricultme. The
Federal Surplus Commodities Corporation's activities as

an agency of the Government were terminated June 30,

1945. No programs have been initiated since that date
and the liquidation of its affairs ^vill be administered
through the Production and Marketing Administration.
The Federal Intermediate Credit Banks, Production

Credit Corporations, and the Regional Agricultural Credit
Corporation, together with the cooperatively owned
Federal land banks and banks for cooperatives, and the
closely allied Federal Farm Mortgage Corporation are
engaged in providing credit to farmers and farmers'
cooperatives. The operations of these corporations are
supervised and examined by the Farm Credit Admin-
istration.

A budget program for the Farmers' Home Corporation,
authorized as an agency of and within the Department of

Agriculture by section 40a, title IV, of the Bankhead-
Jones Farm Tenant Act (7 U. S. C. 1014a), is not pre-

sented. This Corporation has not been organized, nor is

its activation contemplated durmg the fiscal year 1947.
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COMMODITY CREDIT CORPORATION

Creation and PuiirosE

The Commodity Credit Corporation was created under
the laws of the State of Dehiware pursuant to Executive
Order 6340, dated October 10, 1933, issued by virtue
of the authority vested in the President by section 2 (a)

of the National Industrial Recovery Act of June 16,1933
(48 Stat. 195). The act of January 31, 1935 (49 Stat. 1),

directed that the Corporation should "continue until

April 1, 1937, or such earlier date as maj' be fixed by the
President by Executive order, to Idc an agency of the
United States." The Corporation has been continued
until June 30, 1947, as an agency of the United States by
successive amendments to the act of January 31, 1935
(50 Stat. 5, 53 Stat. 510, 55 Stat. 498, 57 Stat. 566, 57
Stat. 643, 58 Stat. 105, 59 Stat. 50; 15 U. S. C. § 713 (1940)
Supp. IV). By Section 401 of jthe President's reorgani-
zation plan No. 1 (5 U. S. C. § 133t, note (1940)) the Cor-
poration was made a part of the United States Department
of Agriculture, and its operations were placed under the
supervision and control of the Secretary of Agriculture.

The charter of the Commodity Credit Corporation
authorizes the Corporation, among other thmgs, to engage
in buying, selling, lending, and other activities with respect
to agricultural commodities, products thereof, and related

facilities.

These charter powers have enabled the Corporation to

engage in extensive operations for the purpose of increas-

ing production, stabilizing prices, assuring adec^uate
supplies, and facilitating the efficient distribution of agri-

cultural commodities, foods, feeds, and fibers to meet the
needs of the war emergencj^. These operations of the
Corporation group themselves into the following major
types of programs: A price support program; a foreign

purchase program; a subsidy program; a supply program;
a commodity export program; and a loan program for

agricultural conservation purposes. Many of the Cor-
poration's operations have been carried out in response to

specific Congressional mandates. Furthermore, in carry-
ing out its operations, the Corporation has been subject
to certain specific limitations placed upon it by the
Congress.
The Corporation's price-support operations have been

shaped largely by legislation making it mandatory upon
the Corporation that it provide price support for certain
agricultural commodities tlirougli loans, purchases, and
other operations. Thus section 8 of the Stabilization Act
of 1942, as amended (56 Stat. 767, 58 Stat. 643, 59 Stat.

306; 50 U. S. C. App. § 968 (1940) Supp. IV) requu-es,

with certain exceptions, that loans be made to producers
upon any crop of the basic commodities—cotton, corn,
wheat, rice, tobacco, and peanuts—harvested after De-
cember 31, 1941, and before the expLration of the 2-year
period beginning with the first day of January immedi-
ately following the date upon which the President, by
proclamation, or the Congress, by concurrent resolution,

declares that hostilities in the present war have tcrmi-
natetl. The rate of the loan is required to be 90% of

parity in the case of all of the basic commodities other
than cotton and 921-2% of parity in the case of cotton.

088950—46 18

In addition, the act of July 28, 1945 (59 Stat. 506) pro-
vides a special formula for the determination of the loan
rate in the case of fire-cured, dark aii--cured, and Virginia
sun-cured tobacco. Section 8 of the Stabilization Act of

1942, as amended {supra), superseded the loan provisions
of the act of Alav 26, 1941, as amended (55 Stat. 205,
55 Stat. 860; 7 U! S. C. §§ 1330, 1340 (1940) Supp. IV),
which required loans to be made at the rate of 85% of
parity upoji the 1941, 1942, 1943, 1944, 1945, and 194G
crops of the basic commodities.

Section 4 (a) of the act of July 1, 1941, as amended, the
so-called Steagall Amendment (55 Stat. 498, 56 Stat. 768;
15 U. S. C. § 713a-8 (a) (1940) Supp. IV; 50 U. S. C.
App. § 969 (1940) Supp. IV), requires the Corporation,
during the same period for wliich loans are required to be
made upon the basic commodities, to provide through
loans, purchases, or other operations, price support at not
less than 90% of the parity or comparable price for pro-
ducers of the nonbasic agricultural commodities for which
the Secretary of Agriculture, by formal public announce-
ment, has requested an expanded production for war pur-
poses. The "Steagall" conunodities are; Hogs, eggs,

chickens and turkeys, milk and butterfat, dry peas of

certain varieties, dry edible beans of certain varieties,

soybeans for oil, peanuts for oil, flaxseed for oil, American-
Egyptian cotton, potatoes, and sweetpotatoes.

Legislation enunciating the policy of Congress with
respect to price support for commodities other than basic

commodities or Steagall commodities is found in section
4 (b) of the act of July 1, 1941 (55 Stat. 498; 15 U. S. C.

§ 713a-8 (b) (1940) Supp. IV). Section 4 (b) declares it

to be the policy of Congress that the lending and purchase
operations of the Department shall be carried out so as

to bring the price and income of the producers of such
commodities to a fair parity relationship with the basic

commodities and the Steagall commodities to tlie extent
that funds for such operations are available after taking
into account the operations with respect to basic com-
modities and Steagall commodities and the ability of pro-

ducers to bring supplies into line with demand.
Legislation placing restrictions upon the Corporation's

operations has related for the most part to the disposition

of agricultural conunodities and to the payment of sub-
sidies for the purpose of maintaining price ceilings.

For the last several years the annual Department of

Agriculture appropriation acts have contained a provision

which prohibits, with certain exceptions, the disposition

by the Commodity Credit Corporation of farm commodi-
ties at less than the parity or comparable price. The latest

act continuing the Commodity Credit Corporation as an
agency of the United States, the act of April 12, 1945 (59

Stat. 50), imposes for a period of 2 years after the wai'

virtually the same prohibitions as those contained in the

annual agricultural appropriation act. The provisions of

law which have restricted the disposition of fai'm commodi-
ties by the Commodity Credit Corporation have, however,
also contained certain exceptions to these restrictions.

They permitted the disposal of any commodity below the

parity or.comparable price if it has substantially deterior-

ated in quality or if there is danger of loss or waste through
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spoilage. Also, wheat may be sold for feed at less than
parity but not less than the parity price for corn. In addi-
tion, farm commodities may be sold below parity or the
comparable price if they are sold for seed or are sold for

new or byproduct uses or, in the case of peanuts, for the
e.xtraction of oil.

The Surplus Property Act of 1944 (58 Stat. 775; 50
U. S. C. App. § 1630 (1940) supp. IV) also contains a sig-

nificant exception to the restrictions applicable to the dis-

position of farm commodities. That act authorizes the

Corporation to dispose of or cause to be disposed of for

cash or its equivalent in goods or for adequately secured
credit for export only and at competitive world prices any
farm commodity or product thereof without regard to

restrictions with respect to the disposal of commodities
imposed upon it by any other law. No food or food prod-
uct may, under the act, be exported if there is a domestic
shortage or need of any such food or food product.

Section 2 (e) of the Emergency Price Control Act of

1942, as amended (58 Stat. 634; 50 U. S. C. App. § 902 (e)

(1940) Supp. IV), prohibited the Corporation on and after

June 30, 1945, from engaging in subsidy operations for

the purpose of maintaining price ceilings. This prohibi-

tion, however, was relaxed by section 3 of the act of April

12, 1945, as amended (59 Stat. 50; 59 Stat. 506), which
authorized the Corporation to engage in subsidy opera-
tions M'ithin specified limitations.

The Congress has also taken action to make certain that
Commodity Credit Corporation would not suffer losses in

connection with its operations undertaken to supply other
Government agencies with their food requirements. Thus
section 4 of the act of July 16, 1943 (57 Stat. 566; 15

U. S. C. § 713a-9 (1940) Supp. IV) requires that the

Corporation be fully reimbursed for services performed,
losses sustained, operating costs incurred, or commodities
purchased or delivered to or on behalf of any Government
agency, from the appropriate fimds of such agency.
A further restriction upon the Corporation's operations

is the recjuircment contained in section 7 (a) of the act of

June 22, 1936 (49 Stat. 1647; 15 U. S. C. § 712a (1940))
that the Corporation obtain an amiual authorization from
Congress for its administrative expenses.

In addition, the Congress has limited the period dm-mg
which the Corporation is authorized to function as an
agency of the United States. This restriction has made
it necessary to obtain Congressional action at least every
2 years authorizing the Corporation to continue as an
agency of the United States. The act of April 12, 1945

(59 Stat. 50) continued the Corporation as an agency of

the United States until Jmie 30, 1947.

The Secretary of Agriculture, who, piu'suant to Execu-
tive Order 8219, issued August 7, 1939 (4 F. R. 3565),
represents the United States as the sole owner of the

capital stock of the Commodity Credit Corporation,
establishes the bylaws of the Corporation, and elects the

members of the board of du-ectors and other officials of

the Corporation. The Corporation is managed by an
active board of directors, of which the Secretary of Agi'i-

culture is chairman. The activities of the Corporatioia

are carried out thiough the facilities and personnel of the
Production and Marketing Administration of the Depart-
ment of Agriculture. The members of the board of di-

rectors, other than the Secretary of Agriculture, are the
under secretary of Agriculture, the assistant secretary of

Agriculture, and five policy-makmg officials of the Pro-
duction and Marketing Admmistration. The officers of

the Corporation are also officials occupying responsible

positions in that administration.

Financial Organization

The Commodity Credit Corporation was originally

capitalized for $3,000,000, subscribed by the Secretary of
Agriculture and the Governor of the Farm Credit Adminis-
tration. The funds for such subscription were derived
from the appropriation authorized by Section 220 of the
National Industrial Recovery Act (48 Stat. 210) and
made by the Fourth Deficiency Act, fiscal year 1933 (48
Stat. 274). In accordance with the act of April 10, 1936
(49 Sta,t. 1191; 15 U. S. C. 713a (1940), the Corporation's
capitahzation was increased to $100,000,000, the addi-
tional $97,000,000 of the Corporation's stock being
acquired by the Reconstruction Finance Corporation.
By section 3 of the act of March 8, 1938 (52 Stat. 107;
15 U. S. C. § 713a-3 (1940)), the Secretary of Agriculture,

the Governor of the Faim Credit Administration, and
the Reconstruction Finance Corporation were directed

to transfer the o^vnership of the stock of the Corporation
to the United States. That section also provided that
all rights of the United States arising out of the owner-
ship of such stock should be exercised by the President
of the United States or by such officers or agencies as

he might designate. Executive Order No. 8219, issued
August 7, 1939 (4 F. R. 3565), transferred to the Secretary
of Agi'iculture the authority to exercise on behalf of the
United States all rights arising out of the ownership of

the stock of the Commodity Credit Corporation. The
act of Mai-ch 8, 1938, as amended (52 Stat. 107, 55 Stat.

498; 15 U. S. C. 713a-l (1940) supp. IV), provides for

an annual appraisal of the Corporation's assets by the
Secretary of the Treasury. The Secretary of the Treasui-y

is directed to restore the amount of any capital impau--
ment disclosed by the appraisal from appropriations
made for that pm'pose (52 Stat. 107; 15 U. S. C. 713a-l
(1940) supp. IV) and the Corporation is directed to pay
into the Treasury the amount of any net worth in excess

of $100,000,000 (52 Stat. 107; 15 U. S. C. 713a-2 (1940)).

The act of March 8, 1938 (52 Stat. 108), authorized the

Corporation, with the approval of the Secretary of the

Treasmy, to issue and have outstanding bonds, notes,

debeutui'es, and similar obligations in an aggregate amount
not to exceed $500,000,000, fully guaranteed as to prin-

cipal and interest by the United States Government.
The borrowing power of the Corporation was increased

by successive amendments to the act of March 8, 1938

(53 Stat. 510, 54 Stat. 782, 55 Stat. 498, 57 Stat. 566,

59 Stat. 50; 15 U. S. C. 713a-4 (1940) supp. IV), and now,
by virtue of the act of April 12, 1945 (59 Stat. 50), the

Corporation is authorized to borrow $4,750,000,000 on the

credit of the United States. On June 30, 1945, obligations

outstandmg amounted to $2,224,141,879. It is not con-

templated that operations dming the fiscal year 1947 will

require any increase in the Corporation's borrowing
powers. A statement of the condition of the Corporation
is shown immediately following the textual material

(exhibit C).

Analysis of Budget Program by Major Activities

The budget of the Corporation is based on six distinct

types of programs carried out under corporate and other

specific authorities. These types of programs are:

1. Supply program.
2. Foreign purchase program. '

3. Price support program.
4. Commodity export program.
5. Subsidy program.
6. Loan to the Secretary of Agriculture.
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Basically these types of programs are not entu'ely inde-

pendent. Piu'chases under the supply program may reduce
or completely absorb the visible surplus of an individual

agricultural commodity and in some instances make it

unnecessary to carry out a price support operation in

connection with that commodity under the price support
program. The supply and commodity export programs
also provide outlets for commodities acquhed under the

price support program which, if they were not so disposed

of, would have to be held by the Corporation until suitable

outlets could be developed.
During the war a largo part of the operations of the

Corporation consisted of the procurement of supplies of

agricultiu-al commodities and products thereof, foods, and
related facilities needed for the armed services, lend-lease,

and the support of our wartime economy. Wherever
possible, price support operations were directed toward
bruiging forth the production needed to fulfill such needs.

The level of support prices was established not only with
a view to meeting minimum legal requirements but also

to bringing about desirable shifts in production and
obtaining the needed volume of production. One of the
largest operations was the general commodity purchase
operation under which supplies of agricultural commod-
ities were purchased and pooled to meet the collective

requirements of the military, lend-lease, Red Cross,

UNRRA, and other agencies with similar requirements.
It was also necessary to encourage the production of

certain commodities not normally produced in the United
States in great volume and to undertake pm-chases of

agricultural commodities in foreign countries. During
this period price support operations were carried out in

large part by purchases rather than by loans m order that
commodities to be acquii'ed under these programs might
be readily available to fill wartime needs.

BASIC ASSUMPTIONS

Budget estimates for operations of the Commodity
Credit Corporation during fiscal year 1947 reflect a con-
tinuation of the current transition period from the wartime
operations of the Corporation thi-ough the most acute
phase of the present world food shortage and into the
beginning of a period when operations of the Corporation
will consist primarily of carrying out the postwar agri-

cultural price support commitments of the Government.
The wartime operations of the Corporation are being
largely liquidated during fiscal year 1946. This fact,

together with reduced need for price-support operations,
largely accounts for a decrease of about $716,000,000
in the application of funds in 1946 compared with 1945.
The estimated application of funds for 1947 reflects a
further decrease of approximately $1,203,000,000 as com-
pared to the aggregate for 1946, with increases in price-
supporting loans about offsetting decreases in price-

supporting purchases.
The budget estimates assume reasonable stability in

the general level of commodity pi ices, both agricultural
and nonagricultural, and the maintenance of a national
income near the current level. If the general price level

were to rise sharply and result in increases in the parity
index, support prices would rise because they are required
by law to be at a specified percentage of parity prices.

When the geueral price level rises, farm prices usually
rise more rapidly than do parity prices. If this should
occur, the volume of commodities acquired by the Corpora-
tion under price-support programs would decline; com-
modities which the Corporation owns would be sold at
higher prices; and the losses of the Corporation woidd be

reduced. Due to the higher level of support prices,

however, the Corporation might need to use more funds
in carrying out its purchase and loan programs. In this

respect, therefore, the estimates of funds required might
prove inadequate. If, on the other hand, there should be
a substantial decline in national income and consumer
purchasing power from current levels, the estimates prob-
ably would likewise be inadequate because the increased
volume of commodities acquired under price-support oper-
ations would very likely more than oil'set any decline in

the level of support prices. For the purpose of the budget
estimates, it is also assumed that procurement of food
and agricultural commodities by the Corporation for

supply purposes wiU contmuc at the present level only
so long as the world food supply is acutely short and foreign

governments and UNRRA cannot conduct their own
procurement operations as advantageously as the Corpo-
ration can do it for them. Moreover, it is assumed that
before the end of fiscal year 1947 the worst phase of the
world food shortage will come to an end and food supplies

in this countiy will become sufficient to warrant termina-
tion of centralized procurement for export. Under the
assumed cu'cumstances there will be some increase in the
use by farmers of the price-support program of the Corpo-
ration, and this will take the form of an increased volume
of loans but a decreased volume of purchases since there

will be less occasion for conducting price-support opera-
tions with a view toward helping meet supply program
requirements.

SUPPLY PROGRAM

Under its general supply program the Corporation pro-
cm'es foods, agricultural commodities, and products
thereof, and related materials for the pm-pose of supplying
the requu'ements of United States Government agencies,

mcluding lend-lease, cash-paying foreign goverimients,
American Red Cross, UNRRA, and other sunilar oi'gani-

zations. The centralization of such procm-ement opera-
tions in the Corporation not only has made possible

increased efficiency tlirough pooled operations but also

has enabled such operations to be conducted in a manner
that provides maximum benefit to American agriculture

m that the procm-ement is closely coordinated with the

price support program. The Corporation's procurement
operations are conducted m accordance with procedures
and policies that are calculated to assure the Corporation
against loss. In this connection, the Congi'ess by section

4 of the act of July 16, 1943 (57 Stat. 566; 15 U. S. C.

§ 713a-9 (1940) Supp. IV) specifically requh-ed that the

Corporation be fully reimbm-sed for services performed,
losses sustamed, and operating costs incmTed or com-
modities pm'chascd or delivered to or on behalf of any
other Government agency. The Corporation also pro-

cures or aids in the procurement of supplies and facilities

needed by farmers in connection with the production,

handling, and marketing of agricultmal commodities and
then- products, such as feed, seeds, grain bins, cotton

bagging, fertilizers, and insecticides. It also procures
or aids in the procm'ement of foods, agricultural com-
modities, and products thereof in order to facilitate dis-

tribution or to meet anticipated requu-ements dming
periods of short supply. The Corporation's general

supply program is carried out under its charter authority

to pm'chase, sell, or otherwise deal in agricultm-al com-
modities and products thereof and related materials and
to engage in activities in comiection with production,

handling, and marketmg thereof.

The volume of purchases under the supply program
dechned from about $1,191,000,000 in 1945 to an estimated
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$450,000,000 in 1946. A further decline to approxi-

mately $357,000,000 is estimated for 1947. The decrease

from 1945 has been due to the ending of procurement for

lend-lease and the armed services. Current supply pro-

gram procurement and that estimated for 1947 is almost

entu'ely for foreign governments and agencies exporting

to war-torn areas. Sales of commodities under the supply
program amounted to $1,730,000,000 in 1945, compared
with estimates of $737,000,000 and $384,000,000 for 1946

and 1947, respectively. The reduction in sales reflects

the change referred to above in the nature and scope of

the operations and also the diminished commodity inven-

tory of the Corporation. The inventory of commodities
held under this program declined from $667,000,000 at the

beginning of 1945 to $267,000,000 at the end of that year.

Fm'ther decreases in these inventories to $20,000,000 at

the end of 1946 and $13,000,000 at the end of 1947 are

estimated.

FOREIGN PURCHASE PROGRAM

Under its foreign purchase program the Corporation
purchases abroad such foods, agricultural commodities,

and products thereof, and related facilities as are needed
to meet emergent requirements. These purchases have
consisted largely of commodities in short supply, notably
fats and oils, sugar, fish, protein meals, tea, and rice.

Most of the purchases implement the allocations of agri-

cultural commodities in short world supply made by the

Combmed Food Board, of which the Secretary of Agri-

culture is the chairman. This program is carried out
pursuant to the Corporation's charter authority to pur-

chase and sell commodities both in the United States and
foreign countries. The President of the United States

on April 28, 1942, approved "the use by the Commodity
Credit Corporation of any of its funds for the purpose of

carrying out projects involving the acquisition, handling,

and disposition of agricultural commodities produced in

foreign countries friendly to the United States." On
May 16, 1942, the Board of Economic Warfare, which had
general jurisdiction over foreign economic matters, desig-

nated the Corporation, with certain exceptions, as the

sole and exclusive agency for the purchase of agricultural

commodities in foreign countries. The foreign purchase
program of the Corporation, with the exception of pur-
chases of sugar in Cuba and purchases of commodities in

Canada, was transferred to the Foreign Economic Admin-
istration by Executive Order No. 9385 (8 F. R. 13783)
dated October 6, 1943. The program was ordered re-

turned to the Department of Agriculture by Executive
Order No. 9630 (10 F. R. 12245) dated September 27, 1945.

Purchases of commodities in foreign countries increased

from approximately $71,000,000 in 1945 to an estimated
$104,000,000 in 1946. The estimate for 1947 is approx-
imately $101,500,000. Purchases in 1947 will consist

largely of fats and oils, cocoa beans, and rice. It is

anticipated that Corporation stocks of most other im-
ported commodities, including foreign cotton, will be
sold in fiscal year 1940. It is also anticipated that the
foreign purchase program will bo terminated during
fiscal year 1947.

PRICE SUPPORT PROGRAM

Under its price-support program the Commodity
Credit Corporation, through loans, purchases, and other
operations, supports the prices of various agricultural

commodities. The purpose of the program is to place a
floor under the price of agricultural commodities by assur-

ing faiiners a minimum price. This program has been a

vital factor in obtaining the expanded production of

agricultural commodities needed to meet the require-
ments of the war emergency. By stabilizing prices during
the postwar period the program will aid farmers in recon-
verting from a war- to a peace-time production. The
Corporation carries out its price support program by
authority of its charter powers to buy, sell, lend, and
engage in other activities with respect to agricultural

commodities and their products. To a large extent the
Congress has by specific legislation directed that these
charter powers be used to support the price of certain

agricultural commodities. This legislation has been dis-

cussed in some detail in that part of this narrative state-

ment entitled "Creation and Purpose".
The price-support program may be generally divided

into three categories:

(1) Mandatory loans made available upon the basic

commodities—corn, cotton, peanuts, rice, tobacco, and
wheat—in accordance with section 8 of the Stabilization

Act of 1942, as amended (56 Stat. 767, 58 Stat. 643, 59
Stat. 306; 50 U. S. C. App. § 968 (1940) Supp. IV) and
the act of July 28, 1945 (59 Stat. 506).

(2) Mandatory price support through loans, purchases,
or other operations pursuant to section 4 (a) of the act of

July 1, 1941, as amended, the so-called "Steagall Amend-
ment" (55 Stat. 498, 56 Stat. 768, 15 U. S. C. § 713a-8 (a)

(1940) Supp. IV; 50 U. S. C. App. § 969 (1940) Supp. IV),

with respect to the following "Steagall commoclities":
Hogs, eggs, chickens and turkeys, milk and butterfat, dry
peas of certain varieties, dry edible beans of certain varie-

ties, soybeans for oil, peanuts for oil, flaxseed for oil,

American-Egyptian cotton, potatoes, and sweetpotatoes.

(3) Price-support operations with respect to agricultural

commodities other than those required to be carried out
by section 8 of the Stabilization Act of 1942, as amended,
the act of July 28, 1945, and section 4 (a) of the act of

July 1, 1941, as amended, such as operations with respect

to wool, naval stores, sugar beets, sugarcane, fruits and
vegetables for processing, and many other agricultural

commodities.
In carrying out its price-support program the Corpora-

tion utilizes normal trade facilities to the fullest extent

practicable. Thus, where loans are made to farmers, the

Corporation makes use of local banks, cooperatives, and
other private lending agencies by entering into contracts

with such lending agencies under which the Corporation
agrees to take over loans made in accordance with the Cor-
portation's program. In addition, the Corporation enters

into contracts with processoi's and dealers under which
they buy through normal trade channels agricultural

commodities at support prices for the account of the Cor-
poration or for their own account. In the latter event
the Corporation agrees (subject to conditions established

by the Corporation) to take over their inventories of such
agricultural commodities or products processed therefrom
or otherwise assures them of no loss because of the pur-

chase of commodities at the support prices.

In fiscal year 1945 purchases and loans under the price-

support program required approximately $1,862,000,000.
For 1946 the estimate for this program is approximately
$1,616,000,000 and for 1947 the estimate is $1,579,000,000.
The estimate for 1947 provides for a substantial increase

over 1940 in the amount of price-supporf, loans, largely

offsetting a decrease in the estimate of price-support pur-

chases. This beginnuig of a transition to loan rather than
purchase operations is based on the assumption that some
improvement in food supply conditions and diminished
need for exports of food for relief purposes will occur dur-

ing fiscal year 1947.
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Loans.—The increase from approximately $187,000,000

in new loans diu'ing fiscal year 1946 to approximately

$683,000,000 during 1947 is accounted for in large part by
increases in loans on corn, cotton, wheat, and potatoes,

but increases are also estimated for a number of other

commodities, including grain soi'ghums, rice, peanuts, and
barley. It is estimated that outstanding loans will be

at the low level of $62,000,000 at the beginning of fiscal

year 1947, and will amount to $177,000,000 at the end
of the year. This compares with outstanding loans of

$438,000,000 at the beginning of the fiscal year 1945 and
$314,000,000 at the beginning of fiscal year 1946. The
decrease in outstanding loans during 1946 is largely in

loans on cotton. The causes of this decrease are the

small cotton crop in 1945 and the movement of market
prices to levels substantially above loan rates. The in-

crease in outstanding loans during fiscal year 1947 will

consist almost entirely of loans on cotton and corn. Of
the settlement of loans estimated for 1947, $525,000,000 is

by repayment and $42,000,000 by delivery of collateral to

the Corporation. This will constitute a larger volume of

loan settlements than that estimated for 1946 but slightly

smaller than the volume settled in 1945.

Purchases.—Price-supporting pm'chases for fiscal year

1947 are estimated at $896,000,000, compared with

$1,429,000,000 in 1946 and $1,333,000,000 in 1945. The
principal decrease in 1946 is reduced purchases of cotton.

The decrease in cotton pm'chases is accounted for by an
increase in market prices above the pmchasc schedule of

the Corporation. The principal estimated increases in

price-support purchases in 1946 are for cliickens and eggs.

Unusually heavy marketings of chickens arc expected to

arise from the ciuTeut tight feed grain situation; yet at

the same time egg production in the spring months is

expected to exceed market requirements.

The decline of price-support pmchases in fiscal year
1947 will be chiefly in the basic commodities, the reason
for this decrease being a retm'n to loans as the principal

means of supporting prices for these commodities. It is

also estimated that price-support purchases of cliickens

and tiu'keys wdll not continue into fiscal year 1947 but
that the adjustment of flocks to feed supplies will be sub-
stantially completed in 1946. The amount estimated for

purchases of wool in fiscal year 1947 is substantially lower
than the estimate for 1946 because no proWsion is made in

this estimate for purchases from the 1947 clip. On
March 11 the President submitted to the Congress pro-
posals with respect to the policy to be followed in providing
a price-support progi-am for wool (Congressional Record
No. 43, pages 2211-15). Upon action by the Congress in

this matter, a revision in tliis estimate may thereby be
required.

Sales.—The volume of sales of commodities acquired
under price-support loans and pin-chases increased from
about $1,284,000,000 m fiscal year 1945 to approximatelv
$1,842,000,000 in 1946. The principal cause of this

increase is enlarged sales of cotton due to the small size

of the 1945 crop and resulting increased demands on the

stocks of the Corporation. On the other hand, sales of

wool decreased substantially. In the case of wool the

decrease was due to the ending of the production of woolen
goods for the armed services, which called for use of

domestic wool and an interval of several months before

wool held by the Corporation was made available at

prices moi'c nearly in line with those of imported wool.

For fiscal year 1947 it is estimated that sales of commodi-
ties acquired under the price-support program will de-
cline further to approximately $025,000,000. The de-

crease will be largely m sales of basic commodities. The
reason for reduced sales is that stocks owmed by the Cor-
poration will be at a relatively low level at the beginning
of fiscal year 1947. An mcrease is shown in estimated
sales of wool, however, on the assumption that an opera-
tion will be m effect during the entii'e year under which
domestic wool will be offered at prices competitive with
imported wool.
Commodity stocks.—At the beguming of fiscal year 1946

stocks of commodities acquu'ed by the Corporation under
the price-support program amounted to about $885,-
000,000. It is estimated that stocks remainmg at the
end of fiscal year 1946 will amount to $526,000,000. The
prmcipal decreases during 1946 are m stocks of cotton
and wheat and the prmcipal increases are ui stocks of
wool. At the beguming of fiscal year 1947 it is estimated
that 70 percent of the value of these stocks will be ac-
counted for by cotton and wool. At the close of the
fiscal year 1947 it is estunated that stocks of commodities
accpiired under the price-support program will in the
aggregate amount to about $339,000,000. It is esti-

mated that decreases will occur m the stocks of practically
all items, notably cotton and wool.

Losses.—Realized losses from the sale of commodities
acquu'ed under the price support progi'am amounted to
approximately $20,000,000 in fiscal year 1945. Losses on
sales of -these commodities during fiscal year 1946 are
estimated at $30,000,000. The oidy important increases
over the previous year are in losses on wool, chickens, and
eggs. In the case of wool a sales project was begun in

fiscal year 1946 under which the Corpoi'ation stocks are
being sold at prices lower than the support level under the
wool purchase project, in order that wool owned by the
Corporation may move into consumption in competition
with imported wool. A loss of about $10,000,000 is

estimated for eggs due to unavaUabdity of adequate
outlets at support prices for all eggs purchased under the
price support program.
Estimated losses mider price support program during

fiscal year 1947 are estimated atj$190, 000,000. Increases
over losses compared with 1946_are estimated for chickens,
eggs and peanuts. In addition, sales of wooUwdl account
for a significant part of the loss. In general, the reason
for expecting larger aggregate losses'- in 19474than in 1946,
despite a lower volume of sales of price support commodi-
ties, is due to the fact that the stocks of price support
commodities from which sales will be made will consist
largely of commodities for which it will be difficult to find

adequate outlets at prices above the support levels.

COMMODITY EXPORT PROGRAM

Under its commodity export program the Corporation
exports or causes to be exported agricultural commodities
and products at competitive world prices. The purpose
of the program is to obtain foreign markets for agricultm'al

commodities and foods produced in the United States
and to aid in the disposal of sm'plus agricultural com-
modities. Since competitive world prices are below
domestic market prices the program residts in a loss to

Commodity Creilit Corporation. The program is con-
ducted piu-suant to section 21c of the Surplus Property
Act of 1944 (58 Stat. 775; 50 U. S. C. App. § 1630 (1940)
supp. IV). That section authorizes the Corporation to

dispose or cause to be disposed of for cash or its equivalent
in goods or for adequately secured credit, for export only,

and at competitive world prices, any farm commodity
or product thereof without regard to restrictions wifclEi
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respect to the disposal of commodities imposed upon the
Corporation by any law. No food or food product, how-
ever, may bo disposed of if sucli food or food product is

in short supply or its disposition would create a short

supply. Prior to enactment of section 21c the Corpora-
tion's ability to engage in export operations was substan-
tially limited by the statutory prohibition against sales of

farm commodities below the parity or comparable price.

A cotton export project, started during fiscal year 1945,

is being conthiucd m 1946, xurder which cotton is made
available for export at competitive world prices. The
volume of these operations in fiscal year 1947 will depend
largely upon the size and quality of the 1946 crop and
the extent of foreign demand. Since this country nor-

mally exports a large portion of its shorter staples and
lower grades of cotton, provision is made for continuing
this project at the same estimated cost as during fiscal

year 1946, namely, $30,000,000. A small wheat export

project was terminated during fiscal year 1946, and no
estimate is included for resuming it in 1947.

SUBSIDY PROGEAM

Under its subsidy program the Corporation makes pay-
ments or purchases for resale at a loss for the purpose of

maintamhig price ceilings established by the Office of

Price Administration. The objective of the program is

to facilitate the Goveriuneirt's stabilization program by
providmg producers of agricultural commodities and foods
additional returns required to obtain maxunum necessary

production and distribution without increasmg price

ceilings. Operations of the Corporation under the pro-

gram are undertaken pursuant to directives issued by the

Economic Stabilization Director under authority of

Executive Order No. 9250.

This program is carried out pursuant to the Corpora-
tion's charter authority to purchase, sell or otherwise deal

in agricultural commodities and products thereof and to

engage in activities in connection with production, han-
dling and marketing thereof. Congress has, however,
specifically limited the extent to which the Corporation
may conduct operations under its subsidy program.
Thus, section 2e of the Emergency Price Control Act of

1942, as amended by the Stabilization Extension Act of

1944 (58 Stat. 634, 59 Stat. 306; 50 U. S. C. App. § 902(e)

(1940) supp. IV) prohibited Commodity Credit Corpora-
tion as well as all other Government corporations from
engaging in subsidy operations on and after Julv 1, 1945.

Section 3 of the act of April 12, 1945 (59 Stat. 50), as

amended by the act of March 21, 1946 (Public Law 328,
Seventy-ninth Cong.), authorized the Corporation, not-

withstanding the prohibition contained in section 2e of

the Emergency Price Control Act of 1942, as amended,
to complete operations with respect to 1944 and prior

year crop activities and to fulfill obligations incurred
prior to July 1, 1945, with respect to 1945 and prior fiscal

year noncrop acti\'ities, and, in addition, to incur and pay
obligations in amounts which do not involve subsidies in

excess of (1) $568,000,000 for operations dm-ing the fiscal

year ending June 30, 1946, with respect to dairy produc-
tion payments, (2) $120,000,000 for operations during
the fiscal year ending June 30, 1946, with respect to other
noncrop activities, including the feed-wheat project,

and (3) $225,000,000 with respect to the 1945 crop opera-
tions, 1946 sugar crop operations, 1946 vegetables pro-

cessed prior to July 1, 1946, and 1946 crop flaxseed har-

vested prior to July 1, 1946. Such amounts were author-
ized to be adjusted under certain conditions by not more
than 10 percent. By the act of Jidy 31, 1945 (59 Stat.

506) the Congress authorized a transfer from the Recon-
struction Finance Corporation to Commodity Credit
Corporation of such portion of the authority granted to
the Reconstruction Finance Corporation to pay subsidies
with respect to meat, flour, and butter as the Secretary
of Agriculture might determine. Under this act the
Reconstruction Fuiance Corporation's authority with
respect to meat was reduced by $36,000,000 and Com-
modity Credit Corporation's authority was increased by
a like amount for the purpose of permitting the latter

Corporation to engage in subsidy operations with respect
to lambs and sheep.

At this time there is pendingHouse bill 5270 which would
authorize the CommocUty Credit Corporation to engage
in subsidy operations within specified limits with respect
to 1946 crop activities and with respect to noncrop activi-

ties for the fiscal year ending June 30, 1947. The Corpo-
ration's budget program for the fiscal year 1947 provides
for subsidy operations in amounts recommended by the
Stabilization Director in connection with the hearings on
that bni. The amounts are as follows:

Dairy production payments $515, 000, 000
Other noncrop operations 50, 000, 000
Operations on a crop year basis 160, 000, 000

The cost of these operations in the fiscal year 1945
amounted to about $740,000,000. For the fiscal year
1946, the cost increased to about $819,000,000. The
principal uacreases over 1945 are in the operations for

sugar, vegetables for processing, beef cattle, and sheep
and lambs. Dm-ing the calendar year 1945, several of

these operations were discontinued, most important of

which were those covering wheat for feed, Cheddar
cheese, and peanut butter. In addition, termination of

the beef cattle operation at the end of the fiscal year and
termination of the dry edible bean operation at the end
of the 1945 crop year have been announced. Also, the

peanut operation, which involved a subsidy loss in fiscal

years 1945 and 1946, is not shown as a subsidy operation

for 1947, because it is established on the basis of support
prices at 90 percent of parity. The policy of the Govern-
ment is to continue to terminate these operations as rapidly

as this action can be taken in harmony with the general

policy of stabilizing the cost of living and the general price

level. The estimate included for these operations for the

fiscal year 1947 conforms with the proposal submitted to

the Congress by the Stabilization Director (hearings of

the Banking and Currency Committee of the House of

Representatives on H. R. 5270, Mar. 6). This amount is

$725,000,000, a decrease of about $94,000,000 from the

1946 estimate. This amount provides for continuing

those subsidy operations for which termination has not

been effected or announced. The Corporation has no
basis for estimating how much of this amoimt will be

unused due to termination of any of the operations before

the end of the year.

LOANS TO THE SECRETARY OF AGRICULTURE FOR AGRICUL-
TURAL CONSERVATION PURPOSES

Section 391c of the Agricultural Adjustment Act of 1938,

as amended (54 Stat. 728, 7 U. S. C. § 1391 (1940)),

requires the Corporation to loan to the Secretary of

Agriculture durmg each fiscal year such sums, not to

exceed $50,000,000, as the Secretary estimates wfll be

required during such fiscal year to make Federal crop

insurance premium advances, to make advances pursuant

to the applicable provisions of sections 8 and 12 of the

Sod Conservation and Domestic Allotment Act, as

amended, in connection with programs applicable to the
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crops harvested in the calendar year in which such fiscal

year ends, and to pay the administrative expenses of

county agricultural conservation associations for the
calendar year in which such fiscal year ends. The sum so

loaned during any hscal year is required to be transferred

to the annual .appropriation available for carrying out
sections 7 to 17 of such act. Repayment of any such loan
is directed to be made during the succeedmg fiscal year
from funds appropriated to carry out sections 7 to 17 of

such act, with interest at a rate determined by the Secre-
tary, but not less than the cost of money to the Corpora-
tion.

Operating Results

Durmg the fiscal year ended June 30, 1945, the oper-

ations of the Corporation resulted in a net loss of

$834,844,174. This is compared with the estimate of loss

for the fiscal vear 1946 of $891,174,000 and for the fiscal

year 1947 of $966,529,000. The major portion of these

losses resulted from the subsidy program. The compara-
tive summary of income, expenses, and losses on the pro-
grams carried on by the Corporation (exhibit B) indicates

clearly the trend m losses of the Corporation.
The operatmg statement (e.xhibit B) reflects a heavier

demand for price support in the fiscal year 1947. The
loss of $2,321,814 shown in the supply program for the
fiscal year 1945 resulted enthely from the liquidation of

the Alaskan spruce log project, which was designed to

obtain high grade spruce, hemlock, and low grade spruce
logs for military purposes. This was in liquidation durmg
the enthe fiscal year 1945.

Provision has been made for the valuation of the inven-
tories and losses on accounts and notes receivable. A
reserve for loans receivable was not established since fail-

ure to pay a loan results in the acquisition of collateral at

the face value of the loan. Losses on loans are therefore

limited to cases where the collateral has been destroyed
or for reasons of a comparable character.

It will be noted that in carrymg out the programs de-
scribed herein, the Corporation acquires considerable

inventories and therefore must provide for storing, trans-

porting, mspecting, processing, handling, financing, recon-
ditioning, packaging, marketing, salvaging, insuring, and
other services incident to such programs. The budget esti-

mates for such programs include the cost of these charges,

services either in the cost of purchases or as carrying
charges.

During the fiscal year 1945, three factors affected the
change in the deficit as shown in the statement of finan-

cial condition. These factors were (1) $256,764,881
was appropriated for the restoration of capital, (2) a loss

of $834,844,174 resulted from operations during the year
(see e.xhibit B), and (3) an appraisal loss of $116,074,898
was removed from the books by surplus adjustment.
As a result, the net deficit of the Corporation increased
from $456,734,911 as of June 30, 1944, to $918,739,305
as of June 30, 1945. In the preparation of the financial

statements it was not assumed that the appi'aised losses

as of June 30, 1945, will be restored during the fiscal

year 1946—thus the capital deficit in the balance sheet
for June 30, 1946, was increased by the loss reflected on the
operating statement for fiscal year 1946 in the amount of

$891,174,000. It has been assumed further that a restora-
tion of capital impairment as of June 30, 1945, will be
made during fiscal year 1947—thus a restoration of the
appraised losses as of Juno 30, 1945, amoimting to

$921,456,561, reduces the deficit of the Corporation to

$1,854,985,745, as of June 30, 1947 (see exhibits B and C).

Financial Condition

Loan accounts.—The loans that the Corporation makes
are of a nom-ecourso character and the Corporation
accepts the chattel pledged or mortgaged as security for
the loan in full payment thereof. In view of this the
Corporation has not followed the policy of establishing a
valuation reserve for losses on loans receivable. In the
balance sheet as of June 30, 1944 (see exhibit C) a reserve
for losses of $5,685,663 was shown on the basis of the ap-
praisal made by the appraisal committee. This reserve,
however, was removed by adjustment and a similar re-

serve has not been established. Actual losses during the
fiscal year 1945 were charged off directly against opei-ations

and consisted primarily of losses due to damage and
destruction of collateral.

Commodities omned.—There has been a consistent de-
clme in the amount and value of the commodities owned
from June 30, 1944 to the present and it is estimated that
this trend will continue to June 30, 1947, as reflected in

the statement of financial condition. The aggregate value
of commodities owned has declined and their character
has changed materially. During the war years the com-
modities owned consisted primarily of those procured in

accordance with food allocations and to meet anticipated
demands of the Army, Navy, lend-lease, and other gov-
ernmental agencies and foreign claimants, American Red
Cross, and other similar organizations utilizing the facili-

ties of the Department in obtaining their food and agricul-

tural supply requirements. It is anticipated that prac-
tically all inventories of commodities owned as of June 30,
1947 will develop from the price support program and will

include certain commodities in long supply; under these

circumstances it will be much more difficult to move the
commodities and a larger proportionate reserve for losses

is therefore deemed necessary.
Borrowing authority andfinancing.—The programs of the

Corporation are fina.nced with funds borrowed from the
United States Treasury or from private lending agencies

and, in the case of most of the Corporation's loan opera-
tions, by arrangements imder which the loans are made
by local banks, cooperatives, and other private lending
agencies upon the Corporation's guaranty to take over the
loans on demand. Daily reports of disbursements and
receipts are received from the Federal Reserve banks which
act as the fiscal agents of the Corporation. If disburse-

ments exceed receipts, a loan ui the amount of the excess

is obtained from the United States Treasury; if receipts

exceed disbm-sements, the excess is paid to the United
States Treasury as a repayment on the Corporation's loan
balance. This procedm-e assm-es that the Corporation's
cash balance and interest expense are kept at a minimum.
Funds are borrowed from private lending agencies in cases

where, in addition to obtaining funds, the Corporation de-

sires to utilize the facilities of such lending agencies in

carrying out a particular opei-ation. For example, in the

case of the wool and peanut price support operations, pri-

vate lending agencies make payments on behalf of the Cor-
poration of the pm-chase price of the commodity and also

receive on behalf of the Corporation the proceeds from the

sale of the commodity—the amounts paid out by such
lending agencies constituting a loan to the Corporation
and the amounts received constituting repayments of the

loan. All borrowing agreements with private lending

agencies are approved by the Secretary of the Treasury.

In making loans to farmers on agricultm-al commodities
the Corporation also utilizes the facilities of banks, coop-

eratives and other private lending agencies. This is ac-



280 THP, BUDGET FOR FISCAL YEAR 1947—CORPORATION SUPPLEMENT

complislied by entering into agreements with such private

lending agencies under which the Corporation agi'ees to

take over upon demand loans made by such agencies in

accordance with the requirements of the Corporation.

Under these agreements the Corporation receives one-lialf

of the interest collected by the private lending agency if

the loan is repaid by the farmer while it is carried by the

lending agency. In the event the loan is taken over by
the Corporation, the Corporation pays the bank the

amount of the note evidencing the loan plus one-half the

accrued interest. Since loans to farmers bear interest at

the rate of 3 percent per annum, jjrivate lending agencies

realize 1% percent interest per annian on loans made by
them for the period during wliich they hold the loans.

The balance of borrowings, as the net result of opera-

tions during the fiscal year 1945, increased from $1,904,-

306,702 on June 30, 1944 by $319,835,177 to $2,224,141,879

on June 30, 1945. During the fiscal year 1946 it is esti-

mated that borrowings will be reduced $54,141,879 as the

result of operations. In addition it is proposed that the

$500,000,000 made available by an appropriation (Public

Law 301, 79th Cojag.) for postwar price support be applied

to reduce borrowings, and that a reservation against the

borrowing authority be established, in a like amount to

assm-e availability of cash when needed to meet these

postwar price support responsibilities.

In establishmgi program requirements on boiTowmgs
(schedule C-1) consideration has been given to the fact

that the Corporation's responsil)ility in connection with
the supply and the foreign-pmchase programs is one of

financmg. In the fiscal year 1945 substantial advances
were made to the Corporation from lend-lease funds to

assist in financing purchases made in behalf of the lend-

lease program. In the fiscal year 1946, the advances be-

came even more substantial in relation to the size of the

procurement operation carried on bj^ the Corporation due
to the liquidation of the lend-lease program, thus reduc-

ing the amoimt of the Corporation's funds required in the

opei'ation. During the fiscal year 1947 it is not assumed
that similar advances will be made from UNIIKA and
other claimants, and it has therefore been estimated that
funds must be made available to finance these operations
on the basis that the funds will revolve three times diu'ing

the year. Consideration has not been given to program
receipts, except in connection with the supply and foreign

purchase programs, due to the uncertainty of the date of

the receipts in relation to the prograni requirements.
The present borrowing authority of $4,750,000,000 is

considered adequate to meet all financing requiren^ents of

the Corporation during the fiscal year 1947, and a l)al-

ance of $103,658,000 is available as a rcsei've for contin-
gencies during that year.

Trust and deposit liabilities.—Due to the change in

character of operations and the reduction in operations
under the supply program, it is anticipated that the
amounts advanced the Corporation will h(^ liquidated
either by the delivery of commodities or by tlie return of

the funds by the close of fiscal year 1947.

Liability reserves.—Public Law 301, Seventy-ninth
Congress, approv(>d February 18, 1946, makes available
to the Corporation $500,000,000. This amount has been
established on the statement of financial coiulition as a
hability reserve for postwar price support. A policy as
to the specific classes of losses or the method of charging
such losses for postwar price support to this i-eserve has
not as of this date been established.

Return of capital funds to the Treasury.—It is not antici-

pated that any capital funds will be returned by the Cor-
poration to the "Treasury during fiscal year 1947. As
reflected in the statement of income and expenses, it is

expected that substantial losses will occur during that

vear and capital wOl be impaired $1,854,985,745 on June
30, 1947.

AnMINISTRATIVlO E.XPENSRS

Administrative expenses cover the costs of the general
supervisory and operating staff engaged in the supervision
of the operation of the programs carried out by the Cor-
poration. There are not included in administrative ex-

penses, however, necessary expenses (including special

services performed on a contract or fee basis, but not
including other personal services) in connection with the
acquisition, operation, maintenance, improvement, or
disposition of any real or personal property belonging to

the Corporation or in which it has an interest. Such ex-

penses are treated as nonadministrative expenses in ac-

cordance with the authorization which, for the last 8

years, has been contained in the Commodity Credit
Corporation administrative expense item in amiual appro-
priation acts. The language proposed in the budget
program for the fiscal year 1947 authorizing expenditures
for administrative expenses of the Corporation contem-
plates that the Corporation will, consistent with its

established practice, treat as nonadministrative expense
all expenses of the types which have been so treated during
the 1946 fiscal year. Provision is not made for the costs

of General Accounting Office audits pursuant to Public
Law 248 (79th Congress) since bases for making such esti-

mates are not available.

The work of the Corporation is performed by the em-
ployees of the Production and Marketing Administration,
and the Corporation assumes its equitable share of ex-

penses for personnel and other expenses. The expenses
assumed during the fiscal year 1945 by the Corporation
are reflected in schedules B-2 and B-3, and the estimates
for the fiscal years 1946 and 1947 are shown on a com-
parable basis.

The authorizing language implementing the Corpora-
tion's budget for the fiscal year 1947 includes a limitation

of $8,760,000 for costs of administration (see statement
of income and expenses, exhibit B and schedule B-2).

Restoration of Capital

The act of March 8, 1938 (52 Stat. 107) provided that
as of March 31, of each year an appraisal of all the assets

and liabilities of the Corporation for the purpose of deter-
mining the net worth of the Corporation shall be made
by the Secretary of the Treasmy. The legislation pro-
vided for a basis of evaluating the assets. The act
further provided that should such appraisal establish the
net worth of the Corporation as less than $100,000,000,
the Secretary of the Treasury, on behalf of the LTnitecl

States, shall restore the amount of such capital impair-
ment by a contribution to the Corporation in the amount
of such impairment. The act of April 12, 1945 (59 Stat.

50) changed the date of appraisal from March 31 to June
30, beginning with June 30, 1945. A summary of capital

impairment, restoration of capital by the Secretary of

the Treasury, and payments by the Corporation into the
Treasury is given in schedule C-3. From this summary,
it will be noted that the last restoration of capital to tbe
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Corporation amounted to $256,764,881 and covered the

2-year period ending March 31, 1944. The deficit in

the amount of $918,739,306, as shown on the statement
of financial condition, reflects a cmnulative loss from
operations for the 15-month period from April 1, 1944
through June 30, 1945. The Corporation has been in-

formed that the appraisal as of June 30, 1945 has been
comjdeted and that the estimated appraised losses for the

15-month period indicated above is $921,456,561. The
reconciliation between the figure reflected in the financial

statements attached and the appraisal completed by the

Secretary of the Treasury is as follows:

Capital impairment as of June 30, 1945 (See
exhibit C) $918,739, 30G

Estimated additional loss due to ap-
praisal :

On loans receivable $391,038
On commodity inventories 2, 326, 217

Total 2, 717, 255

Total capital impairment (amount of ap-
propriation necessary to enable the Secre-
tary of the Treasury to discharge his

responsibility under the act of March 8,

1938, as amended) 921, -4.56, 561

Language to permit the Secretary of the Treasiuy to

restore the capital impairment of the Corporation as of

June 30, 1945, is included as a part of this budget
submission.

Language

COMMODITY CREDIT CORPORATION

Administrative Expenses, Commodity Credit Corporation, Depart-
ment of Agricukure

—

[Salaries and administrative expenses: Not to exceed
•$6,565,000 of the funds of the Commodity Credit Corporation shall

be available for administrative expenses of the Corporation in carry-
mg out its activities as authorized by law, including personal services
in the District of Columbia and elsewliere; travel expenses, in

accordance with the Standardized Government Travel Regulations
and the Act of June 3, 1926, as amended (5 U. S. C. 821-833);
printing and binding; lawbooks and books of reference; not to exceed
$400 for periodicals, maps, and newspapers; procurement of supplies,
equipment, and services; rent in the District of Columbia; and all

cither necessary- administrative expenses: Provided, That all necessary
expenses (including legal and special services performed on a contract
or fee basis, but not including other personal services) in connection
with the acquisition, operation, maintenance, improvement, or
disposition of any real or per-sonal property belonging to the Corpo-
ration or in which it has an interest, including expenses of collections
of pledged collateral, shall be considered as nonadministrative
expenses for the purposes hereof: Provided further, That none of the
fund made available by this paragraph shall be obligated or expended
unless and until an appropriate appropriation account shall have
been established therefor pursuant to an appropriation warrant or a
covering warrant, and all such expenditures shall be accounted for
and audited in accordance with the Budget and Accounting Act of
1921, as amended: Provided further. That none of the fund made
available by this paragraph shall be used for administrative expenses

connected with the sale of Government-owned or Government-
controlled stocks of farm commodities at less than parity price as
defined by the Agricultural Adjustment Act of 1938 or tiie compa-
rable price as provided by section 4 (a) of the Act of July 1, 1941,
as amended (15 U. S. C. 713a-8) ; and the method that is now used
for the purposes of Commodity Credit Corporation loans for
determining the parity price or its equivalent for Jg-inch Middling
cotton at the average location used in fixing the base loan rate for
cotton shall also be used for determining the parity price for %-inch
Middling cotton at such average location for the purposes of this
proviso: Provided further, That the foregoing shall not apply to the
sale or other disposition of any agricultural commodity substantially
deteriorated in quality (or in the case of perishable fruits, vegetables,
and animal products if there is danger of deterioration or of accumu-
lation of stocks) or sold for the purpose of feeding, or the extraction
of peanut oil, or commodities disposed of for export pursuant to
section 21 (c) of the Surplus Property Act of 1944 (Public Law 457)
or commodities sold to farmers for seed or for new or byproduct uses,
or commodities sold for the purpose of establishing claims against
persons who have committed fraud, misrepresentations, or other
wrongful acts with respect to such commodities: Provided further,
That no wheat or corn shall be sold for feed at a price less than the
parity price of corn at the time such sale is made: Provided further.
That in making regional adjustments in the sale price of corn or
wheat the minimum price need not be higher in any area than the
United States average parity price of corn.]

[Salaries and administrative expen-ses: For an additional
amount for "Salaries and administrative expenses". Commodity
Credit Corporation, fiscal year 1946, including the objects specified
under this head in the Department of Agriculture Appropiiation Act,
1946, $587,500, payable from the funds of said Corporation.]

[Salaries and administrative expenses: For an additional
amount, fiscal year 1946, for "Salaries and administrative expenses",
Commodity Credit Corporation, including the objects specified
under this head in the Department of Agriculture Appropriation Act,
1946, $762,000, payable from the funds of said Corporation.]

The types of programs set forth in the 1947 budget of the Commodity
Credit Corporation, tvithin the funds available to it, are approved:
Provided, That not to exceed $8,760,000 of such funds {including
not to exceed $400 for periodicals, maps, and newspapers, and not to

exceed $30,000 for deposit in the general fund of the Treasury for costs

of penalty mail as required by section 2 of the Act of June 28, 1944)
shall be available for administrative expenses (as shown in its state-

ment of income and expenses) which shall be classified as such in a
manner consistent with prior years and shall be on an accrual basis:
Provided further. That none of the funds made available by this para-
graph shall be obligated or expended unless and until an appropriate
appropriation account shall have been established therefor pursuant
to an appropriation warrant or a covering warrant, and all such ex-
penditures shall be accounted for and audited in accordance with the
Budget and Accounting Act of 1921, as amended. (7 V. S. C. 1302,
1391 (c); 15 U. S. C. 712a-713a-9; 50 U. S. C. 968; Act of Feb. 28,
1944, Public Law 240; Act of June 30, 1944, Public Law 383; Act
of April 12, 1945, Public Law 30; Act of May 5, 1945, Public Law
52; Act of July 5, 1945, Public Law 132; Act of Dec. 6, 1945, Public
Law 248; Act of Dec. 28, 1945, Public Law 269.)

APPROPRIATION FOR RESTORATION OF CAPITAL

Restoration of Capital Impairment, Commodity Credit Corporation

—

To enable the Secretary of the Treasury, on behalf of the United
States, to restore the amount of the capital impairment of the Com-
modity Credit Corporation as of June 30, 1945, by a contribution to

the Corporation as provided by the Act approved March 8, 1938, as
amended (15 U. S. C. 713a-l), there is appropriated, out of any
money in the Treasury not otherwise appropriated, for the Treasury
Department, Office of the Secretary, $921,456,561.10.
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS
[Fiscal years ending June 30, 1945, 1946, and 1947]
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Exhibit A—Continued

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS—Continued

1946, estimated 1947, estimated

FUNDS PROVIDED
By borrowings;

U. S. Treasury.

Private lending

Total

By collections of loans:

Secretary of Agriculture

Price-support programs (schedule C-2),

, 677, 000, 000

573, 786, 102

20, 000, 000

446, 63S, 705

$3, 000, 000, 000

625, 000, 000

$2, 500, 000, 000

670, 000, 000

36, 000, 000

356, 287, 165

Total ..-

By sales of commodities (schedule B-I)

Price support programs

Supply programs

Foreign purchase programs

1, 284, 268, 632

1,730,120,929

74, 715, 239

1,842,167,357

737, 204, 819

146,910,071

9,000,000

524, 558, 500

926, 422, 100

383, 731. 500

106, 849, 500

Total

By interest Income

By appropriations:

For restoration of capital...

For postwar price support.

-

Total.

By receipts on sale of fixed assets. .

.

By miscellaneous income (or loss*).

Total funds provided

3, 089, 104, 800

3. 539, 146

256, 764, 881

5,959,314

•609, 134

2, 726, 2S2, 247

5, 350, 000

500, 000, 000

6,451,997

1,125,000

1,416,003,100

10, 500, 000

921, 456. 561

1, 500. 000

500.000

7. 972. 183, 813
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Exhibit B

COMPABATIVE STATEMENT OF INCOME AND EXPENSES

(Fiscal years ending June 30, 1945, 1946, and 1947]
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Exhibit B—Continued

COMPARATIVE STATEMENT OF INCOME AND EXPENSES—Continued
ANALYSIS OF DEFICIT
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[As of June 30, 1944, 1945, 1946
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Schedule A-1

CHANGES IN WORKING CAPITAL

[Fiscal years onding June 30, 1945, 1946, and 19471

Current assets (increase or decrease*)

;

Cash,..

Accounts and notes receivable

Advances on purchases. -

Accrued assets:

Accrued interest receivable --

Accrued carrying charges on loans

Deferred charges.

Undistributed debits

Other assets

Current liabilities (increase* or decrease)

:

Obligations to purchase loans held by lending agencies.

Trust and deposit liabilities:

Due Govemmenl agencies

Advances on sales

Due employees, bond deductions

Accounts payable.

Accrued liabilities:

Accrued interest payable

Accrued carrying charges payable

Undistributed credits

Reserve on general commodities purchase program

Reserve on service fees

Increase in working capital .

Decrease in working capital.

1945, actual

, 624, 188

, 770. 017

I, 547, 177

, 304, 618

i, 479, 312

:, 235, 319

, 524, 346

., 468, 866

:. 133, 962

I, 340, 419

901, 302

,010,935

:, 325, 874

', 696, 064

, 096, 961

*$13, 253, 076

•243, 927. 956

16, 199, 366

*5, 650, 223

26, 207

*90, 556

•891, 481

66. 035, 259

39,871.135

6, 283, 610

1,872

107, 075,

;

2, 667. 143

7. 663, 961

320, 136

6, 500, 000

500, 000

•105, 000, 000

40, 000. oon

•1,600,000

•1,500,000
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Schedule B-1

SUMMARY OF SALES, COST OF GOODS SOLD, AND GAIN OR LOSS ON SALES

[Fiscal years ending June 30, 1946, 1946, and 1947)

Program
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Schedule B-1—Continued

STATEMENT OF COST OF SALES AND GROSS GAIN OR LOSS ON SALES

FISCAL YEAR 1945

ITogram
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Schedule B-1—Continued

STATEMENT OF COST OF SALES AND GROSS GAIN OR LOSS ON SALES—Continued

FISCAL YEAR 1946

Program
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Schedule B-1—Continued

STATEMENT OF COST OF SALES AND GROSS GAIN OR LOSS ON SALES—Continued

FISCAL YKAR 1947

Program
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Schedule B-2

ADMINISTRATIVE EXPENSES
[Fiscal years ending June 30, 1945, 1940, and 1947]

By accounts
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PERSONAL SERVICES, DEPARTMENTAL—COn

Department of Agriculture grades—Con.
Grade 25. Range $8,225 to $9,275:

Assistant auditor
Grade 24. Range $7,700 to $8,750:

Assistant deputy director
Assistant director, cotton brancii
Assistant director, dairy branch
Assistant director, lats and oils branch
Assistant director, grain branch...
Assistant director, poultry branch
Assistant director, special commodities
branch __

.Assistant to administrator
Assistant to director, grain branch
Chief of hemp and fiber flax division..
Treasurer

Grade 23. Kanse $7,175 to $8,225:

Assistant chief of division
Assistant director, sugar branch
Assistant to director, cotton branch.
Assistant to director, grain branch...
Assistant to director, special commod'

ities branch
Chief of division

Grade 22. Range $6,440 to $7,490:
Administrative officer

Grade 21. Range $6,230 to $7,070:

Administrative officer

Chief of section

Total permanent, departmental..

All personal services, departmental.

PERSONAL SERVICES, FIELD

Clerical, administrative, and fiscal serv-
ice:

Grade 15. Range $8,760 to $9,800:

Special representative
Grade 14. Range $7,175 to .$8,225:

Administrative officer

Commodity specialist

Director, field office

Special representative-
Grade 13. Range $6,230 to $7,070:

Area budget and management officer.

Assistant director, field office...

Chief of section..
Commodity specialist

Grade 12. Range $5,180 to $6,020:

Administrative officer

Assistant chief of division
Assistant to director, field office

Auditor
Chief accountant
Chief of section
Chief of division
Commodity accountant
Commodity examiner
Commodity specialist

Field representative
Fiscal accountant
Insurance officer

Traffic manager. .

Transportation and storage inspector.
Grade 11. Range $4,300 to $5,180:

Administrative officer _.

Assistant chief of division
Assistant to director, field office

Assistant chief of section
Assistant to chief of section
Auditor
Chief of division
Chief of section
Commodity examiner
Commodity specialist
Field representative..
Fiscal accountant
Freight space analyst
Sales officer

Traffic officer

Unit head
Warehouse examiner

Man-
years .\mount

0.8 5,954
1 7.125
1 7.750
0.7 4,758

266.8
767, 524

6.6 6,963
132, 347

2,6 12,693
0.4 1,952
2.

8

13, 667
0. 9 4, 393

2.3 11,226
2 10, 600
0. 8 3, 460

10.2 40,967
0.4 1,607
0.6 2,375
1 3, 800
0.8 3,214
1 4, 017
0. 3 1, 205
0. 3 1, 582

3.7 14,936
3. 3 13, 256
1.4 5,383

1 4, 017
1 3,800
1. 8 7, 231

Man-
years Amount

0.5 3,588
0.9 6.693
0.4 2,976

348.2
I, 209, 256

8 8, 440
22, 779

1. 4 10, 046
5. 3 39, 114

0. 7 6, 023

6.2 38,913
1.2 8,167
1 6, 021

2.4 13,233
0. 7 3, 865
3.9 20,695

0. 5 2, 457
0. 5 2, 457
5.8 30,680
1.7 9,088
1. 3 6, 976

2,457
3,758
2,5410.5

2. 9 13, 457
0.5 2,116
1. 1 4,915
2.3 10,503
1 4, 356
4.1 17,595
0. 4 1, 646
3.7 17,137
0.5 2,040
4. 6 20, 278
2. 6 13, 296
3 12, 900
0.5 2,040
1. 1 4, 727
1.6 7,775
1.9 8,846

Man-
yearsAmount

0.6 4,113
0.2 1,692
0. 4 3, 080

1. 4 9, 902
1. 4 10, 046
.5.3 39,114
0. 7 5, 023

1. 2 7, 365

2.

4

13, 233
0. 7 3, 865
3.9 20,915
1.9 9,700
1 5, 180
7.4 39,574
0. 4 1, 859
0. 7 3, 574

0. 7 3, 674
6.2 33,474

6,976
3,574
3,768
3,7190.7

2.9 13,457
0.5 2.116
1.1 4,915
2. 3 10, 503
1 4, 356
4.1 17,595
0. 4 1, 646
.3.7 17,137
0.7 2,967
4.8 21,206
2. 6 13, 296
3 12, 900
0.7 2,967
1.1 4,727
1.6 7,775
1.9 8,846
6. 2 26. 797

PERSONAL SERVICES, FIELD—continued

Clerical, administrative, and fiscal serv-
ice—Continued

Grade 9. Range $3,640 to $4,300:
Administrative assistant
Assistant chief of section
Assistant chief of division
Assistant unit head
Auditor
Chief of section
Commodity examiner
Commodity specialist
Constructive accountant
Field representative
Fiscal accountant
Foreign traffic clerk
Insurance assistant
Marketing specialist
Personnel assistant
Personnel technician
Purchase and sales officer

Rate auditor
Seed specialist

Subunit head
Terminal supervisor
Traffic officer..

Unit head
Warehouse examiner

Grade 7. Range $2,980 to $3,640

Grade 6. Range $2,650 to $3,310.
Grade 5. Range $2,320 to $2,980.

Grade 4. Range $2,100 to $2,496.

Grades. Range $1,902 to $2,298.

Grade 2. Range $1,704 to $2,100.

Grade 1. Range $1,606 to $1,902.

Professional service:
I irade 6. Range $6,230 to .$7,0:

.Assistant chief of section, -.

Grade 2. Range $2,980 to $3.6
Subprofessional service:
Grades. Range -$2,100 to $2,4!

Crafts, protective, ami custodia
Grade 3. Range $1,572 to $1.91

Grade 2. Range $1,440 to $1,7:

Total permanent, field...

Temporary employment, field.

Part time employment, field...

W. A. E. employment, field...

Overtime pay. field...

.\llowance for living quarters..

All personal services, field.

Personal services (net) (schedule
B-2).

Man-
years .\mount

0. 6 2. 062
0. 4 1. 321
0. 5 1. 652

0.7 2.133
8. 1 26, 762
0. 6 1, 982

80
213, 545

6. 5 15. 643
100.2

209.662
136.3

248, 588
247

410, 947
400.4

.582. 805
178

213. »76

1. 274. 5
2, 332, 890
1.2 1,055
0.6 1,041

0. 2 828
0. 3 995
5. 9 24, 959
1.2 4, .595

0.5 1,779
8. 3 32, 879
1 3, 640
1 3, 640
9. 6 36, 465
0. 5 1, 727
0. 5 1, 727
5. 5 20. 148
0.5 727
1 3, 696
0. 7 2. 986
0.8 2.864

2. 4 8. 663
6.7 24.912
5.8 21,076

14.1 37,999
107.6

253, 274

1. 562. 1

3, 454, 175

2 4, 640
1.6 2,853

0.2 828
0. 3 995
5. 9 25, 179
1.2 4,695
0. 7 2, ,588

9. 2 36, 443
1 3, 640
1 3, 640
9. 8 36, 2.50

0.7 2,512
0.7 2,512
5. 5 20, 148
0. 7 2, 512
1 3, 696
0.7 2,986
0.8 2,864
0.2
0.2

850
850

2.6 9,658
6. 7 25, 352
5. 8 21, 076

103.8
313,712

17. 4 47 278
110.7

266, 042
218.8

447 286
320.1

620, 714
442,9

781, 380
201.7

31.5. 998

1,606

3, 682, 478
2 4. 640
1.6 2,853

Schedule B-4

ADMINISTRATIVE EXPENSES, RECONSTRUCTION FINANCE
CORPORATION (U. S. C. C.) (TRANSFER TO AGRICUL-
TURE, FOREIGN FOOD PROGRAMS)

By objects

Obligations
Received by transfer from "Administra-

tive expenses. Reconstruction Finance
Corporation (U. S. Commercial Com-
pany)"

Total estimate or appropriation..

1945, actual 1946, estimated 1947, estimated
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Schedule B-5

COMPARATIVE STATEMENT ON COSTS OF SUBSIDY PROGRAM
IFiscal years ending June 30, 1945, i«46, and 1947]

1945, actual 1946, estimated 1947, estimated

Dairy production payments .

Other noncrop operations;

Beef production

Sheep and lamb subsidy

.

Cheddar cheese -

J'ertUizer, phosphat<i

Milk, fluid.

Peanut butter.

Shortening

Wheat for feed

Total , other noncrop operations ... -

Operations on a crop year basis:

Beans, dryedible

Com, purchase and shelling, and ceiling-price adjustment.

Fruits for processing:

Apples

Grapefruit juice

Grapes and raisins.

Prunes

Peaches —
Pears

Total, fruits for processing .

Oilseeds and products:

Cotton Linters

Flaxseed

Oils, vegetable

Peanuts

Soybeans

Total, oilseeds and products..

Sugar, Cuban
Sugar, all other.

Vegetables for processing

Total, operations on a crop-year basis

Adjustment to prior year artivity. -.

Total, subsidy program.

5,000,156

IS, 472, 810

89,345

12,902,735

9, 061, 802

1, 007. 569

' ' 63, 800, 000

40. 000, 000

36, 000, 000

10,500,000

12. 000, 000

4, 895. 800

500.000

1. 000, OOO

100, 324, 407 104,895,800

3, 676. 691

1.929,610

182, 604

1, 076, 018 6, 000, 000

11,350.000

6. 888. 000

13 251.423

'9.119.557

' 43, 670, 531

' 10, 500, 000

' 45, 000, 000

52. 380. 321

' 52. 586. 192"

62.615,381

14. 974, 414

80. 303. 000

52, 346. 000

106. 794, 899

184, 070

17, 600. 000

7,900.000

200,000

300,000

26, 000. ono

43, 800, 000

35, 200, 000

' Amount estimated.

' Loss on sales chargeable against the subsidy program.

' Indicates profit.

Schedule B-6

COMPARATIVE STATEMENT ON COSTS OF COMMODITY EXPORT PROGRAM
[Fiscal years ending June 30, 1945, 1946. and 1947]
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Schedule C-1

COMPARATIVE STATEMENT OF COMMITMENTS AGAINST BORROWING AUTHORIZATION

[Fiscal years ending June 30, 1945, 1946, and 1947]

Borrowings as of the beginning of the fiscal year:

U. S. Treasury

Private lending agencies _

TotaL

Reserve for postwar price support-

Program requirements:

Price support program _

Supply program

Foreign purchase program

Commodity export program

Subsidy program..

Loan to the Secretary of Agriculture for agricultural conservation purposes.

Total, program requirements-

Reserve for contingencies

Authorized borrowings..

1945, actual

$900, 000, 000

1, 004, 306, 702

1, 053, 471, 215

175, 000, 000

15, 000, 000

993, 084

633, 376, 720

46, 000, 000

2, 823, 841, 019

21, 852, 279

1946, estimated

$1, 591, 000, 000

633, 141, 879

1,702,244,773

31,000,000

17, 000. 000

260,628

763, 607, 800

9, 314, 528

2, 523, 427, 729

2, 430, 392

1947, estimated

;i, 120,000,000

550, OOO, 000

1, 670, 000, 000

500, 000, 000

1, 608, 347, 000

119,000,000

25, 000, 000

30, 000, 000

685,000,000

9,000,000

2, 476, 347, 000

103, 653, 000
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Schedule C-2

STATEMENT OF LOANS RECEIVABLE

Price support program
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Schedule C-2—Continued

STATEMENT OF LOANS RECEIVABLE—Continued

Price support program
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Schedule C-3

STATEMENT OF RESULTS OF TREASURY APPRAISALS

(Actual. 1938-44; estimated, 1945-J7]

Period



FEDERAL CROP INSURANCE CORPORATION

Creation and Purpose

The Federal Croj> Insiurance Corporation was created

February 16, 1938, by the Federal Crop Insurance Act
(7 U. S. C. 1940 ed. 1501 ct. srq.) for the purpose of msur-
ing producers of wheat against loss m yields not to exceed
75 per centum of the farm average yield, due to unavoid-
able causes, including weather and other hazards. On
June 21, 1941, the act was amended (55 Stat. 257) to

include insurance of cotton commencing with the cotton

crop planted for harvest in 1942. A proviso m the Depart-
ment of Agriculture Appropriation Acts of 1944 (July 12,

1943, 57 Stat. 418) and 1945 (June 28, 1944, 58 Stat. 425)
directed that these programs be discontinued effective

after the 1943 crop year except for liquidation of existing

contracts.

The act was further amended on December 23, 1944

(58 Stat. 918). This amendment repealed the foregoing

provisos and authorized the insurance of producers of

wheat, cotton, and flax against loss in yields, not to exceed
75 per centuni of the farm average yield, commencing
with crops planted for harvest in 1945.

In addition, the act as thus amended authorized the
Corporation to undertake trial programs with respect to

insurance of any other agricultural commodities for which
sufficient actuarial data are available. These programs
were limited by law to corn and tobacco in 1945 and to

jiot more than three additional crops each year thereafter.

Each such program is limited to not more than 20 repre-

sentative counties for each crop and to a period of not
more than 3 years. It also provided that such insurance
may cover a percentage not ii\ excess of 75 per centum of

the mvestment in the crop. Otherwise, these programs
are subject to the same limitations and conditions as are
imposed by the act upon wheat, cotton, and flax insurance.

Financial Organization

Capital funds.—The Federal Crop Insm-ance Act pro-
vides that the Corporation shall have a capital stock of

$100,000,000 (7 U. S. C. 1940 ed. 1504 (a)) subscribed by
the United States of America.

Under the Department of Agriculture Appropriation
Act of 1939 (June 16, 1938, 52 Stat. 746), $20,000,000 was
made available to the Secretary of the Treasury for pur-
chase of Capital Stock of the Corporation. An additional
$20,000,000 was made available for this purpose by the
Second Deficiency Appropriation Act of 1940, approved
June 27, 1940 (54 Stat. 640).

Under the First Deficiency Appropriation Act of 1945,
approved April 25, 1945 (59 Stat. 77), an additional
$30,000,000 was made available to the Secretary of the
Treasury for purchase of capital stock of the Corporation.
The Secretary of the Treasury did not subscribe for this

additional stock until after Juno 30, 1945; therefore, all

entries recording the subscription, issuance, and payment
for such stock are reflected in the exhibits and schedules
for the fiscal year 1946. A statement of condition of the
Corporation is shown immediately following the textual
material (exhibit C).

Administrative appropriations.—The Federal. Crop In-

surance Act, as amended (7 U. S. C. 1940 ed. 1516 (a)),

authorizes annual appropriations by Congress of not to

exceed $12,000,000 for any fiscal year to cover the admin-
istrative and operatmg expenses of the Corporation.
The 1945 Appropriation Act (58 Stat. 425) for the

Department of Agriculture reappropriated $350,000 from
prior j^car unobligated balance for continued licjuidation

during the fiscal year 1945, since the language contained
in the 1944 Appropriation Act (57 Stat. 418) for the

Department of Agriculture provided funds only for liqui-

dation of insurance contracts obtained prior to July 31,

1943.

Public Law 551, approved December 23, 1944 (58 Stat.

918), reinstated the crop insurance program and reappro-

priated an additional $3,000,000 from prior year unobli-

gated balances for administrative and operating expenses
during the remainder of fiscal year 1945.

A statement showmg the actual expenditures for the
fiscal year 1945 and the estimated expenditures for the

fiscal years 1946 and 1947 is shown following the textual

material (schedules B-2, and B-3). These estimates of

administrative expenses do not provide for the cost of

General Accounting Office audits pursuant to Public Law
248 (79th Congress) since bases for making such estimates

are not available.

Analysis of Budget Program by Major Activities

Problem and significance.—Each year throughout the

United States, thousands of farmers suffer partial or total

loss of their crops due to causes beyond then- control.

Such losses have caused economic distress among the

farmers and in many cases have resulted in the loss of their

farms. Such a condition often causes farm families to

become a burden on society and contributes to the shifting

of farm families to cities.

The crop insiu'ance program was designed to give the

farmer protection against havmg his income wiped out
or greatly reduced by unfavorable weather or some other
disaster. This protection is sorely needed by the small
farmers, who in most instances have no financial reserve

to tide them over until another crop can be produced.
Federal Crop Insurance is the only available source for

farmers to obtain all-risk insurance against unavoidable
losses. Private companies offer insurance agamst specific

losses only, such as hail and fire. Only a small percentage
of the Corporation's losses have resulted from these causes.

The principal causes of losses under the Federal Crop
Insurance contracts have been drought, floods, winterkill,

excessive moisture, and insect mfestation.

Insurance program.—j:\Jl-risk crop insurance was avail-

able to producers of wheat for a period of 5 years, 1939-43,
and to producers of cotton for 2 years, 1942-43. The
Corporation was in the process of liquidation from July 12,

1943, until December 23, 1944. Accordingly, there was
no insurance offered on 1944 crops or on winter wheat
planted for harvest in 1945. Undei- the program as rein-

stated, the Corporation began insuring the 1945 crops of

spring wheat, cotton, and flax, and to insure corn and
tobacco crops on a trial basis in not to exceed 20 represen-
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tative counties for each crop. Despite the hmited time
available to reactivate the program, almost 105,000 con-

tracts were written on 1945 crops. Since sufficient

actuarial data were not available, no additional commodi-
ties will be covered on a trial basis duiing the fiscal year
1946. It is estimated that a total of 621 ,000 contracts will

be in force during the fiscal year 1946. It is contemplated
that the insurance program for the fiscal year 1947 will be

expanded to provide for coverage of 3 additional com-
modities, not yet decided upon, on a trial basis. Includ-

ing an estimated 30,000 contracts on these 3 additional

commodities, it is anticipated over 800,000 contracts will

be in force dm'ing the fiscal year 1947.

The Federal Crop Insurance .\ct, as amended (7 U. S. C.

1940 ed. supp. IV, 1508 (c)) provides that after the crop

year 1949, if the total amount of accumulated claims for

losses on any agricultural commodity for any year exceeds

the total amoiuit of the premiums collected less the ac-

cumulated premium reserves of the Corporation with
respect to any such commodity (which reserves, after the

crop year 1948, shall not be less than 10 per centum of

premiums collected on such commodity), such claims shall

be paid on a pro rata reduced basis. It is contemplated
that the present plan of operation will enable the Corpo-
ration to pay indemnities from premiums collected and to

create a reserve sufficient to preclude the necessity of set-

tling claims on a pro rata reduced basis as will be required

under the law after the 1949 crop year.

The crop insurance program is designed to be self-

supporting over a period of years, except for the cost of

admmistration. It is the policy of the Corporation to de-

termine premium rates actuarially so that over an ex-

tended period the premiums collected will cover the

amounts paid out as indemnities and provide a 10 percent

reserve.

Under the present program of insurance the Corporation
is offering a plan of progressive insurance protection. The
Corporation has found from experience in previous wheat
and cotton programs that frecpiently a grower could

obtain more net income from an indemnity than from a

crop if he did not mcur the full cost of producing and
harvesting his crop. Under the plan of progressive insur-

ance, the protection increases progressively with the

advancement of the growing stages of the crop.

Two methods were used relative to the 1945 crop year
to effect this progressive coverage: If a complete loss

occurred on any acreage early m the growing season and
the insured acreage was released for the production of

other crops, (1) in the case of cotton, corn, and tobacco

the coverage was reduced and (2) in the case of wheat or

flax the coverage was not reduced but an amount not less

than one-half of the insured production was counted as

production for such acreage. Under each plan, reduction

of indemnity was made for losses late in the season if a

savings in production or harvesting cost was eft'ected.

It is contemplated that the pimciple of jji'ogressive cover-

age will be continued for the 1946 and 1947 crop years,

but in adhering to this princi])le, less use will be made of

the first method and broader use will be made of the

second.

The plan for progressive insurance protection avoids
over-insurance and it is consistent with the principle

that insurance should give protection only against loss

and not provide an opportunity for profit.

Program administration.—Program development and
management control is centralized in the principal office

of the Corporation located in the District of Columbia (7

U. S. C. 1503). Administrative operations are decentral-

ized in branch offices (located in Chicago, III.; Denver,
Colo.; and Birmingham, Ala.) and various State offices.

The branch offices calculate the amount of insm-ance
premiums; receive, audit, and deposit cash collections;

prepare and certify field payrolls; audit and pay approved
indemnity claims; and maintain books of account for all

insurance transactions.

The local administration of the insurance programs is

divided between the State and County Agricultural Con-
servation Conunittees and the State offices of the Cor-
poration. The State offices of the Corporation are

located throughout the United States for directing and
supervisuig various phases of the insurance programs at

State and county levels, and for the adjustment of losses

by Corporation employees.
It is not contemplated that any major changes will be

made in the administration of the program during the

fiscal year 1947.

Operating Results

Fiscal year 1945.—The operating results reflected on the

various exhibits and schedules for the fiscal year 1945
consist of transactions relating to the crop years 1940 to

1943, inclusive, with the exception of $39,630 which repre-

sents the amount of 1945 crop year premiums reflected in

the records of the Corporation as of Jmae 30, 1945.

Fiscal year 1946.—During the fiscal year 1946 it is esti-

mated that the Corporation will sustain a net loss of

$3,999,660. Since the major portion of the 1945 crop year
activities wiH be reflected on the records of the Corporation
dirring the fiscal year 1946, this net loss represents the esti-

mated results of the insm-ance operations covering the crop
year 1945 for spring wheat, cotton, flax, corn, and tobacco
less the 1945 crop year premiums amounting to $39,630
which were reflected on the records during the fiscal year
1945. It is estimated that the 1945 crop year indemnities

for cotton will exceed premiums by $6,214,580 due to

heavy losses throughout the cotton growing sections of the

United States. It is estimated that the 1945 crop year
premiums for the other four conunodities will exceed in-

demnities-by $1,983,980.

Heavy cotton losses on insm-ance in 1945 resulted from
poor crop conditions in the areas where participation was
the heaviest. Pronounced losses were caused by drought
in some areas and excess moisture or floods in others.

Severe drought conditions existed even before planting in

some western portions of the Cotton Belt, particularly in

areas in western Texas. Excess moisture in many areas

resulted in delayed planting, profuse plant growth, and
heavier than usual boll-weevil infestation. Excessive rain

early in the season caused heavy floods in southeast

Missouri, Arkansas, and elsewhere in areas adjacent to

some of the tributaries of the Mississippi.

It is also estimated that the sales of commodities, held

as protection against a rise in prices between the date

premium notes mature and the dates indemnities are paid,

will exceed the cost of such sales liy $270,570.

Fiscal year 1947.— li is estimated that during the fiscal

year 1947, the premiums will amount to $32,441,600 for

1946 crop year operations, as compared with estimated

indemnities amounting to $29,197,440, which would result

in net income of $3,244, 160. In preparing these estimates

for premiums and indemnities it was necessary to convert
the estimated commodity premiums and indemnities to a

monetary basis. The prices used in making this conver-

sion were based on the prevailing prices of the commodities
at the time of preparing these estimates and any changes
in such prices would affect the estimates accordingly.
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Financial Condition

Accounts receivable.-—On June 30, 1944, accounts re-

ceivable amounted to $2,093,060. Actual changes in

accounts receivable during fiscal year 1945 and estimated
changes for fiscal years 1946 and 1947 are reflected in the
following table:

[Fiscal years ending June 30, 1945, 1946, and 1947]
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 1045, 1940, and 1947]
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

(As of June 30, 1944, 1945, 1946, and 1947]



304 THE BUDGET FOR FISCAL YEAR 1947—CORPORATION SUPPLEMENT

Schedule B-1

COST OF SALES

IFiscal years ending June 30, 1945, 1946, anil 1947
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Schedule B-2

ADMINISTRATIVE EXPENSES
[Fiscal years ending June 30, 1945, 1946, and 1947]

By objects
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Schedule B-3—Continued

PERSONAL SERVICES—Continued

By grades



FEDERAL SURPLUS COMMODITIES CORPORATION

Creation and Puhpose

The Federal Surplus Commodities Corporation was first

organized as the Federal Surplus Relief Corporation under
the powers granted to the President by the National In-
dustrial Recovery Act [paragraph (b) of section (2) of title

I and subsection (a) of section 201 of title II, 48 Stat. 195].

It was granted a charter by the State of Delaware on
October 3, 1933, as a nonprofit membership corporation
with no capital stock. When the charter was granted, it

had as its members persons who, from time to time,

might occupy the offices of the Secretary of Agriculture of

the United States, Federal Emergency Administrator of

Public Works, and Federal Emergency Relief Adminis-
trator. The Corporation acted in close cooperation with
the Federal Emergency Relief Administration in the pur-
chase of foods and other relief supplies for distribution to

needy families through State relief organizations. As the
Corporation came to deal more and more in agricultural

commodities and products thereof and to conduct its pro-
gram in closer association with programs of the Depart-
ment of Agriculture, the charter was amended November
16, 1935, changing the name of the Corporation to the
Federal Surplus Commodities Corporation and changing
its members, with the exception of the Secretary of Agri-
culture, to such persons who, from time to time, might
occupy the offices of Administrator of the Agricultural
Adjustment Administration and the governor of the Farm
Credit Corporation.

Prior to the passage of Public Law 165 (June 28, 1937,
15 U. S. C, 713c) the Corporation acted as an independent
agency not directly responsible to any Department; but
effective with that act, which placed the Corporation as

an agency of the United States under the control of the
Secretary of Agriculture, the Secretary determined that
the administration of the Corporation should be similar

in all possible respects to the administration of a regular
bureau of the Department of Agriculture. In order to

carry out this determination it was necessary to amend
the certificate of incorporation and the bylaws so as to

permit the management of the Corporation to be in the
Secretary of Agricultiu-e and the membership was again
changed to such persons as, from time to time, hold the
positions of Secretary, under secretary, and assistant secre-

tary of Agriculture.

Since the establishment of the Corporation, Congress
has several times recognized it as an operating agency of

the United States. The following acts of Congress have
referred to the Corporation: Public Law 142 (Apr. 7,

1934, 48 Stat. 528) authorized the Secretary of Agricul-
ture to make advances to the Federal Surplus Relief
Corporation for the purchase of dairy and beef products
for distribution for relief purposes. Public Law 320
(Aug. 24, 1935, 49 Stat. 750, 776) made the appropriation
authorized by the act of AprU 7, 1934, supra, available

until June 30, 1936. Public Law 440 (Feb. 11, 1936, 49
Stat. 1109, 1117) provided that, in carrying out clause (2)

of section 32, purchase for donation to the Federal Sur-
plus Commodities Corporation during the fiscal years
1936 and 1937 could be made without regard to section

3709 of the Revised Statutes. Public Law 739 (June 22,

1936, 15 U. S. C. 712a) prohibited the Corporation after
June 30, 1937, from incurring any obligations for adminis-
trative expenses except pursuant to an annual appropria-
tion specifically therefor and further discontmued its

functions as an agency of the United States after that
date unless Congress provided otherwise. Public Law
165, supra, recognized the Corporation as an agency of
the Federal Government and extended it as such, under
the direction of the Secretary of Agricultm'e until June 30,
1939, and made provision for administrative expenses.
Public Law 430 (Feb. 16, 1938, 7 U. S. C. 612c) author-
ized the continuation of the Corporation as an agency of
the United States until June 30, 1942. Public Law 634
(June 27, 1942, 15 U.S. C. 713c) provided"* * * that
the Federal Surplus Commodities Corporation is hereby
continued as an agency of the United States, under the
direction of the Secretary of Agriculture until June 30,
1945." The Corporation ceased to function as an agency
of the United States on July 1, 1945, and has been in a
state of liquidation since that date.

Financial Organization

In the beginning, when functioning as the Federal Sur-
plus Relief Corporation, operations were financed by
funds received from the respective States, territories, and
the District of Columbia. These fmids, which could be
used only for relief purposes, were used for purchasing,
processing, and distributing surplus agricultural commodi-
ties to the various States which, in turn, made delivery to
certified needy persons. The Corporation also received
donations of livestock, farm commodities, and processed
goods from the Agricultural Adjustment Administration
which were used for relief purposes. However, beginning
in 1935, the Corporation received a large part of its

finances from allocation of funds available to the Secre-
tary of Agriculture for the purchase and disposition of
sui'plus agricultural commodities. During the period
1938 to 1945 nonrecourse loans were made by the Dis-
aster Loan Corporation to carry out timber salvage opera-
tions made necessary by hurricane in 1938 and severe
sleet storms in eastern Texas in 1944. The Corporation
has not issued any bonds. The present assets of the
Corporation are primarily in cash, as reflected by the
balance sheet which follows the textual material (exhibit

C).

Analysis of Budget Program by Major Activities

During the fiscal year 1945 the only program operation
carried on by the Corporation involved timber salvage
operations. This entire program was in liquidation at

the close of the fiscal year 1945. No additional programs
are planned for fiscal years 1946 or 1947.

The Corporation is now in the process of liquidation

and all financial activities will be limited to its continued
liquidation. The major expenditures during fiscal year
1947 will consist of administrative expenses necessary to

the liquidation of the Corporation and the disposition of

its records. Present plans provide for the complete
liquidation of the assets and liabilities of the Corporation,

307
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disposition of all records having no permanent value and
placement of those remaining in condition for filing in

Archives, transfer of remaining assets (cash) to the general

funds of the Treasury, and dissolution of the Corporation

before the close of fiscal year 1947.

Operating Results

During the fiscal year 1945, the only operations were

in connection with timber salvage programs. The net

profit of $31,167 resulting from this activity did not affect

the financial condition of the Federal Surplus Commodities
Corporation, as it was applied to a reduction in prior year

charge-offs on nonrecourse notes payable to the Disaster

Loan Corporation. The net income of $1 ,731 , reflected in

exhibit B, for the fiscal year 1945 results from adjustments

and settlement of prior year accounts.

In the fiscal year 1946, it is estimated the Corporation

will sustain a net loss of $52 due to the payment of cor-

porate fees, while in the fiscal year 1947 a loss of $40,000

is estimated due to administrative work necessary in the

final liquidation of the Corporation.

Financial Condition

On June 30, 1945, almost 99 percent of the assets of the

Corporation was in cash, and liabihties had been reduced

to less than 3 percent of net worth. Notes payable to

Disaster Loan Corporation on account of timber salvage

operations were liquidated during the year subject,

however, to minor adjustment for the final cumulative

operating loss of the Texas Timber Salvage Program. The
statement of financial condition (see exhibit C) for June
30, 1947, reflects no assets, liabilities, or capital, since

the $2,632,519 cash balance remaining on the date of

dissolution (which it is planned will be on or before June

30, 1947) will be transferred to the general fund of the

Treasury.
Administrative Expenses

Pubhc Law 739, supra, provided that subsequent to

June 30, 1937, the Corporation, among others, was pro-

hibited from incurring any obligations for administrative

expenses, except pursuant to a specific annual appropri-

ation. However, the Congress has made no such annual
appropriation for administrative expenses but by Public

Law 165, supra, provided ".
. . that . . . funds of the

Corporation, may be used ... for administrative ex-

penses, including rent, printing and binding, and the

employment of persons and means, in the District of

Columbia and elsewhere. . .
."

Subsequent to June 30, 1945, when the Corporation

ceased by law to be an agency of the United States, the

Corporation has undertaken no programs nor engaged in

any other activity, Governmental or non-Governmental,
beyond the necessary work attendant upon closing out

programs which had been in operation prior to that date.

In order to completely liquidate the Corporation an
authorization for administrative expenses must be ob-

tained. It is planned that only a mininaum of essential

work will be performed in the liquidation of the Corpora-

tion. This ^\ork will be limited to the expenditure of

$40,000. The activities of a small staff wUl be confined

to (1) investigatmg and settling all outstandirig liabilities

reflected on the records, (2) converting all other assets

into cash, (3) arranging for the disposition of all records

havmg no permanent or historical value, (4) arranging

for the retention of records of permanent value, (5) dis-

solving (legally) the Corporation, (6) preparing a final

report on the financial activities of the Corporation, and

(7) any other related work.

Language

The liquidation program set forth in the 1947 budget of the Federal

Surplus Commodities Corporation (IS U. S. C. 71Sc et seq.) is ap-

proved: Provided, That funds acquired by the Corporation as an agency

of the United Stales, other than funds transferred pursuant to the act

of June 28, 1937 (50 Stat. SSS), shall remain available to the Secretary

of Agriculture for the purpose of liquidation and dissolution of the

Corporation: Provided, however, That not to exceed $40,000 of such

funds may be expended for administrative expenses during the fiscal

'year 1947. {Act of Dec. 6, 1946, Public Law 248.)
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Exhibit A
COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 1945, 1940, and 19471

1945, actual 1946, estimated

FUNDS APPLIED

To repay borrowings—Disaster Loan Corporation __

To repay Defense Supplies Corporation—Overpayment on subsidy

To transfer—To general funds—U. S. Treasury

To settle trust and deposit liabilities due otlierS- __

To operating expenses: Administrative expenses _

To nonoperating expenses;

Claims settlements by General Accounting Office on prior years' operations.

Freight out—Prior years _ _.

Tj decrease* in working capital

Total funds applied

FUNDS PROVIDED

By borrowings—Disaster Loan Corporation,.

By operating income:

Sales—pulpwood _ _. -

Less cost of sales

Gross profit—pulpwood _

Sales—sawlogs _ _-.

Less cost of sales _

Gross profit—sawlogs ;

Interest income -

Profit on sales of equipment

Forfeited accounts _ —
Recoveries by General Accounting Office—Prior years' claims

By subsidy receipts from Defense Supplies Corporation:

Payment for operations in submarginal areas

Overpayment resulting from overbilling

By settlement—overpayment to Disaster Loan Corporation

Totalfunds provided

$434, 978

419, 622

349, 494

163, 494

92, 155

4,645

214

•717,390

13,386

1,062

6,376

78, 698

32, 402

$2, 632, 519

40,000

Exhibit B
COMPARATIVE STATEMENT OF INCOME AND EXPENSE

(Fiscal years ending June 30, 1945, 1946, and 1947]

1946, estimated

Operating income:

Sales—Pulpwood- _

Less: Cost of sales. ._

Gross profit pulpwood...

Sales—Sawlogs

Less; Cost of sales

Gross profit sawlogs

Gross profit on sales... _

Operating expense;

Administrative expense

Net operating loss*

Nonoperating income and expenses:

Interest income _.

Profit on sale of equipment
Forfeited accounts

Recoveries by General Accounting Office—Prior years' claims

Claims settlements by General Accounting Office on prior years' operations.

Freight out—prior years.

Adjustments:

Reduction in prior years' charge-ofTs on nonrecourse notes payable

Income under guarantee on timber production _

Accounts payal>le and expenses—Prior years..

Net income (or loss*) for the year

$434,978

419, 622

30, 374

92, 155

17

13, 385

1,062

6,376

•4, 645

•214

•31, 167

78, 698
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[As of June 30, 1944, 1945, 1946, and 1947)

1944, actual 1945, actual 1947, estimated

Cash—With U. S. Treasury

-

Accounts receivable:

Due from Government agencles-

Due from others

Total accounts receivable

Inventories—Timber products

Deferred cliarges -

Other assets:

Overpayment to Disaster Loan Corporation..

Total assets.

LIABIUTIES
Accounts payable:

Due Government agencies

Due others...

Overpayment by Defense Supplies Corporation on income under guarantee on timber production.

Total accounts payable

Trust and deposit liabilities:

Due Government agencies.

Due others

Total trust and deposit liabilities.

Notes payable:

Disaster Loan Corporation

Total liabilitlea..

Earned surplus

Total liabilities and capital..

11, 606

11, 975

23,581

65, 092

152,812

102, 571

75, 957

349, 494

163, 494

512, 988

208, 652

900,168

2, 670, 840

3, 671,

1

38,131

866

32, 402

Schedule A-1

CHANGES IN WORKING CAPITAL

[Fiscal years ending June 30, 1945, 1946, and 1947)
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Schedule B-1

COST OF SALES

[For tl]o fiscal year ending June 30, 1945]

Pnlpwoodt I9i5, actual

Camp operating expense.- $185,217

Equipment costs .._ 49,389

Prisoner of war labor 186,971

Stumpage - - ' 1.955

Total cost of sales—pulpwood $419, 622

Sawlogs:

Camp operating expense $38,613

Equipment costs.. * 6,671

Prisoner of war labor 28,360

Stumpage 57.322

Total cost of sales—sawlogs _.. 129,9(16

' Credit, adjustment in prior year charges.

Schedule B-2

ADMINISTRATIVE EXPENSES
[Fiscal years ending June 30, 1945, 1946, and 1947]

By accounts





FEDERAL FARM MORTGAGE CORPORATION

Creation and Purpose

Economic conditions in the spring of 1933 were such
that the demand for farm mortgage credit far exceeded

the funds available. To provide additional farm mortgage
credit, Congress passed the Emergency Farm Mortgage
Act of 1933 (48 Stat. 48), effective May 12, 1933. Section

32 (12 U. S. C. 1016 et seq.) directed the Reconstruction

Finance Corporation to make available to the land bank
commissioner the sum of $200,000,000 for the purpose of

making loans to farmers on the security of a first or second
lien on real or personal property in an amount which,

together with prior encumbrances, might not exceed

75 percent of the appraised normal value of the property.

With the progress of the lending program of the com-
missioner mider section 32 of the Emergency Farm Mort-
gage Act of 1933, and of the Federal land banks for their

own account, it became apparent that the fund made
available to the commissioner would not be sufficient to

meet demands upon it. To meet this situation, the

Federal Farm Mortgage Corporation was created on
Januaiy 31, 1934 (12 U. S. C. 1020 et seq.), and began
operations almost immediately. The Corporation is

authorized to have succession until dissolved by act of

Congress (12 U. S. C. 1020a).

Originally, the Federal Farm Mortgage Corporation
was an independent establishment, closely allied, however,
with the Farm Credit Administration. Effective July 1,

1939, the Farm Credit Administration and the Federal
Farm Mortgage Corporation were placed within the

Department of Agriculture and are now under the general

direction and supervision of the Secretary of Agriculture,

pursuant to section 401, part 4, reorganization plan No. 1,

dated April 25, 1939. All officers and employees of the

Corporation are officers and/or employees of either the

Federal land banks or Farm Credit Administration, and
serve the Corporation without compensation other than
that which they receive from the respective agencies,

which are reimbursed by the Corporation for the cost of

such services.

The main pm-pose of the Corporation was to provide
funds for loans to farmers by the Federal land banks and
by the land bank commissioner. To accomplish this, the

Corporation is authorized to issue and have outstanding
at any one time $2,000,000,000 of bonds fuUy and uncon-
ditionally guaranteed both as to principal and interest by
the United States.

On such terms and conditions as may be agreed upon,
the Corporation may exchange its bonds for an equal

face amoimt of consolidated farm loan bonds issued by the

12 Federal land banlvs and may likewise exchange such
consohdated farm loan bonds for bonds of the Corporation
(12 U. S. C. 1020c). It may purchase consolidated farm
loan bonds at such prices and upon such terms as may be
approved by the board of directors; may make loans to

Federal land banks on the security of consolidated farm
loan bonds; may make loans to Federal land banks and
(not exceeding $10,000,000 at any one time) to joint stock
land banks upon the security of real estate mortgages,
sheriffs' certificates, sales contracts, and real estate, upon
such terms as may be prescribed by the board of direc-

tors (12 U. S. C. 1020d).

The Corporation is further authorized (12 U. S. C.

1020d) to invest its funds in mortgage loans made in the

name of the land bank commissioner under the provisions

of section 32 of the Emergency Farm Mortgage Act of

1933 (12 U. S. C. 1016). The commissioner's lendmg
authority under this act, as amended, expires July 1,

1946. The services and facilities of the Federal land

banks and national farm loan associations are utilized in

administermg the provisions of that act relating to com-
missioner loans (12 U. S. C. 1018).

Financial Organization

Section 3 of the Federal Farm Mortgage Corporation

Act (12 U. S. C. 1020b) provides that the capital of the

Corporation should be in the sum of $200,000,000 sub-

scribed by the Governor of the Farm Credit Administra-

tion on behalf of the United States. For the purpose of

such capital subscription, the $200,000,000 fund which
previously had been made available to the land bank
commissioner, together with the proceeds thereof, and the

notes and mortgages which had already been taken by the

commissioner, were by the act expressly transferred to the

Corporation. Under authority of section 4 of the act of

June 25, 1940 (54 Stat. 573), and section 14 of the act of

June 30, 1945 (Public Law 98), amending section 3 of the

Federal Farm Mortgage Corporation Act, the Corpora-

tion on May 15, 1941, repaid to the Secretary of the

Treasury $100,000,000 of its capital and on July 31, 1945,

retired an additional $50,000,000, reducing the paid-in

capital to $50,000,000. The proceeds of such repay-

ments are to be held in the Treasury of the United States

as a fund available for subscription by the Governor of

the Farm Credit xAdministration on behalf of the United

States to the capital of the Corporation.

With the approval of the Secretary of the Treasury,

the Corporation has authority to issue and have out-

standing at any one time bonds in an aggregate amount
not exceeding $2,000,000,000. The Corporation, with

the approval of the Secretary of the Treasmy, prescribes

the terms and conditions of the bonds, the rates of interest

which they shall bear, the manner in which they are issued,

and the prices at which they are sold. The bonds are fully

and unconditionally guaranteed both as to interest and

principal by the United States, and all redemptions, pur-

chases, and sales of the bonds of the Corporation by the

Secretary of the Treasury are required to be treated as

public debt transactions of the United States. The Fed-

eral Farm Mortgage Corporation has issued no bonds to

the public since approval of the Public Debt Act of 1941;

however, when necessary, has sold short-term bonds to

the Treasury of the United States. A statement of con-

dition of the Corporation is showTi immediately following

the textual material (exhibit C).

Analysis of Budget Program by Major Activities

In appraising the budgetary requh-ements of the Cor-

poration for the fiscal year 1947, it is necessary to recognize

the effect that the act of June 30, 1945 (Public Law 98)

as well as economic conditions may have upon the activi-

ties of the Corporation. For this reason it is necessary to

313
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make certain assumptions with respect to conditions dm-ing
the fiscal years 1946 and 1947 as a basis for projecting
the activity for the period. These assumptions are dis-
cussed below in connection with the respective programs.
The level at which these activities were carried on during
the fiscal year 1945 and. the projected level for the fiscal

years 1946 and 1947 are shown in the statement of som-ces
and application of funds in the financial statements im-
mediately following the narrative (exhibit A).
Land bank commissioner loans.—The Emergency Farm

Mortgage Act of 1933, as amended by the Farm Credit
Act of 1935, provides that land bank commissioner loans
could be made for any pinpose for which Federal land
bank loans may be made and in addition for refinancing
any indebtedness, secured or unsecured, of the farmer
(12 U. S. C. 1016f).

Land bank commissioner loans, together with all prior
mortgages or other evidences of debt on the collateral
security, shall not exceed 75 percent of the normal agricul-
tural value of the farms as determined by appraisal, nor
shall a loan in excess of $7,500 be made to any one farmer.
There is no difterence between the concept of normal value
for commissioner loans and that for Federal land bank
loans, but the commissioner may accept security that is

not considered eligible for a Federal land bank loan, and
also may make loans based in part on dependable outside
income of the applicant, or on the prudent investment
value of the security (12 U. S. C. 1016b).
The act of June 30, 1945, extends the lending authority

of the land l>ank commissioner from July 1, 1945, to July 1,

1946, and authorizes other changes of major importance
which will materially affect the fiitine operations of the
Corporation. One of the important provisions authorizes
the Federal land banks to make loans not exceeding 65 per-
cent of the appraised normal value of the mortgaged farm
considered as a unit. The previous loanable limit, which
had been in effect since the original Federal Farm Loan Act
was passed, was 50 percent of the appraised normal value
of the mortgaged land plus 20 percent of the appraised
value of the permanent, insured improvements thereon;
therefore, second mortgage commissioner loans will be
smaller in amount than heretofore, since the spread be-
tween the loanable limit of the banks and the Corporation
is only 10 percentage points.

Farmers obtained 22,760 first and second mortgage
loans aggregating $40,243,955 during the year ended
June 30, 1945, as compared with 17,781 loans for
$31,701,354 in the fiscal year 1944. This brought to
645,615 the number, and to $1,186,425,763 the amount of
loans closed since May 12, 1933.

After giving effect to all of the foregoing factors, it is

estimated that loans in the amount of $13,722,845 will be
closed in the fiscal year 1946; no loans to farmers will be
made during the fiscal year 1947.

There is no legislation presently pending, but studies
are cinrently being conducted to determine if it is desir-
ablQ, to recommend to the Congress that the lending
authority of the land bank commissioner be extended
beyond July 1, 1946. The following financial statements
do not provide for such a contingency, but in the event
such legislation is enacted, the Corporation will close new
loans dm'ing the fiscal year 1947.

During the fiscal year 1945, the first and second mort-
gage loan accounts decreased from 294,539 loans with
unpaid principal balances totaling $368,880,901 to 252,797
loans with unpaid principal balances totahng $308,915,339.
This decrease results primarily from the excess of principal
repayments over new loans closed during the period.

Subject to stock ownership requirements and existing
loan limits, the Federal land banks are empowered by the
act of June 30, 1945, to purchase from the Corporation
mortgages and contracts for the sale of farms, and the
Corporation is authorized to sell such assets to Federal
land banks. A further liquidation of the Corporation's
assets appears likely as a result of a provision of this act
which permits the Federal land banks to defer principal
payments on their own borrowers' loans to enable them to
pay ofl' junior lien indebtedness. Detailed reports sub-
mitted to the Federal land banks by the national farm
loan associations indicate that the transfer of the Corpo-
ration loans to the banks may not reach the volume orig-
inally contemplated since numerous borrowers anticipate
the early retirement of the Corporation's second mortgage
loans thus precluding any substantial immber of transfers.
Based on present indications, it is anticipated that loans

amounting to $85,000,000 will be transferred to the Fed-
eral land banks during the fiscal year 1946 and loans
amounting to $25,000,000 will be transferred during the
fiscal year 1947; these transfers together with other repay-
ments will leave a combined total of first and second mort-
gages outstanding at Jime 30, 1947, of $95,203,811.

Liquidation of acquired security or collateral.—On June
30, 1945, the Corporation owned outright and held subject
to redemption a total of 645 farms, in which it had a net
investment (i. e., excluding unmatured prior liens not
assumed) of $2,646,955. this reflects declines of 64.5

percent in number and 61.8 percent in amount from the
comparable June 30, 1944, figures and declines of 93.8
percent in number and 91.5 percent in investment since

the September 1939 peak inventory of 10,478 properties in

which the Corporation had a net investment of $31,-

081,937. The same general trend is forecast for the fiscal

years 1946 and 1947 and it is expected that the net invest-

ment in acquired security and collateral will be reduced to

$348,810 by June 30, 1947.

Investments.—The Corporation had no investments at

June 30, 1945; however, on July 2, 1945, the Corporation
advanced to the Federal land banks $172,300,000 on 90-

day notes secured by consolidated farm loan bonds to

assist the banks in their current refinancing program. The
foregoing loan was repaid August 1, 1945. No further in-

vestment transactions are anticipated during the remain-
der of the fiscal year 1946 or the fiscal year 1947.

Financing.
—

"V^liUe its Government-owned capital and
its accumulated earnuigs have been a source of funds for

lending purposes, the Corporation's primary source has
been the issuance of bonds. Since the first issue in 1934,

a total of $2,757,559,000 has been issued, of which $365,-

000,000 of 1 percent Corporation unmatured bonds was
outstanding at the beginning of the 1945 fiscal year, all of

which were held by the Secretary of the Treasury; of the

latter amount $257,000,000 was repurchased prior to ma-
turity with excess cash accumulations, and the remaining

$108,000,000 was refunded on June 30, 1945 (the maturity
date) through the issuance to the Secretary of the Treas-

ury of a like amount of similar 1 percent bonds, due June
30", 1946.

On July 2, 1945, the Corporation issued and sold to the

United States Treasury $172,300,000 of 1 percent bonds
in order to provide funds to assist the Federal land banks
in their current financing program; also, additional 1 per-

cent bonds in the amount of $50,000,000 were issued and
sold to the Treasury on July 31, 1945, to provide funds to

retire $50,000,000 in outstandmg capital stock pursuant
to section 14 of the Act approved Jime 30, 1945 (Public

Law 98).
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Although it is not anticipated that further transactions
of this nature will occur either in the remainder of the
fiscal year 1946 or the fiscal year 1947, the Federal land
banks are completing their current refinancing program
during this period, and the Corporation may be called

upon to render temporary assistance.

The Corporation's authority to issue and have bonds
outstanding up to 2 billion dollars (12 U. S. C. 1020c)
appears far in excess of any foreseeable need. Legisla-
tion will be proposed to the Congress to reduce this

authority to $1,000,000,000.
It is expected that all unmatured bonds outstandmg

will be retired by June 30, 1946.

Operating Results

The total operating income of the Corporation for the
fiscal year 1945 amounted to $17,761,251, as compared
with $38,790,395 in the preceding year. This reduction
is attributable largely to a $14,593,630 decrease in net
income from investments, and a $5,954,979 decrease m
interest income from mortgage loans which resulted from
the smaller volume of outstanding loans, and a reduction
of the interest accrual rate from 5 percent to 4 percent
per annum for interest payable on instalment dates
occurring on or after July 1, 1944, and prior to July 1,

1945. Declining $14,593,630 in dollar amount, the pro-
portion of total operatmg income from investments de-
creased from 44.1 percent in the fiscal year 1944 to 14.3

percent in 1945, reflectmg the liquidation of the Corpora-
tion's security holdings during the past year. It is

anticipated that the decline in operating income will

contmue m the fiscal years 1946 and 1947 and that
operating mcome for these years will be $12,666,373 and
$6,917,917, respectively.

The total operating expense of the Corporation for the
fiscal year 1945 was $9,383,226, of which $6,916,988 (net)

was for administrative expenses, and the remaining
$2,466,238 represented the net interest cost of the Federal
Farm Mortgage Corporation bonds and other interest

expense. Payments to the Farm Credit Admmistration,
United States Treasury, and Federal Reserve banks for

various services rendered and reimbursements to the 12
Federal land banlcs for making and servicing commis-
sioner loans and for servicing and disposing of acquired
real estate represent the administrative expenses of the
Corporation. It is contemplated that operating expense
for 1946 will amount to $7,469,275 and that such expenses
for 1947 will amount to $4,094,375.

Total net nonoperating losses for the fiscal year 1945
aggregated $720,762. Such losses for 1946 are estimated
at $279,715 and for 1947 at $63,828.
Duruig the fiscal year 1945, operations resulted in a

net income of $10,927,773 after making a reduction of

$3,270^510 in valuation reserves. After a further dowii-
ward adjustment in valuation reserves, it is estimated
that the Corporation wUl have a net income of $17,535,502
in the fiscal year 1946 and $7,372,489 in the fiscal year
1947. After giving effect to the foregoing, it is estimated
that the earned surplus account of the Corporation will

amount to $79,612,419 at June 30, 1947 (see exhibits
B and C).

Financial Condition

Investments.—The entire $171,954,700 (par amount) of
consolidated Federal fann loan bonds held on June 30,

1944, was sold to or redeemed by the Federal land banks
during the 1945 fiscal year. The funds so derived, to-

gether with excess cash accumulations from operations

and asset liquidation, were used by the Corporation to
reduce its bonded mdebtedness.
Loans receivable.—Mortgage loans, purchase money

mortgages, sales contracts, etc., outstanding on June 30,
1945, decreased in number and amount from those out-
standing on June 30, 1944, due principally to the excess
of repayments over new loans closed during the past
fiscal j^ear. Increased farm commodity prices and gen-
erally improved agricultural conditions which have en-
abled farmer-borrowers to retire their debts in advance
are also reflected in the improved condition of loans and
real estate sales paper. As of June 30, 1945, only 16,758,
or 6.4 percent, of the 262,859 outstanding mortgage loans,
purchase money mortgages, and sales contracts were
delinquent compared to 21,608, or 7.1 percent, a year ago.
Loans in foreclosure, loans in suspense because of the prior
liens being in foreclosure, and loans m suspense because
payments thereon have been postponed by agreements
between the Corporation and the borrowers likewise
decreased iii number and amount during the period.

The number of loans in foreclosure decreased from 1,008
to 432, or 57.1 percent; loans in suspense—prior liens in

foreclosure from 49 to 24, or 51.0 percent; and loans in

suspense—payments postponed by agreement from 726
to 37, or 94.9 percent. The reserve maintamed against
loans receivable on June 30, 1945, is considered more than
adequate since it is estimated that loans m the amount
of $110,000,000 will be transferred to the Federal land
banks during the fiscal years 1946 and 1947. It is con-
templated downward adjustments of $16,516,635 will be
made in the reserve for loans receivable and $714,259
in the reserve for acquired security and collateral, making
a total adjustment of $17,230,894 during this period.

Bon^ds payable.—Oi the $365,000,000 of 1 percent bonds
outstanding on June 30, 1944, all of which were held by
the Secretary of the Treasiu-y, $257,000,000 was repur-

chased prior to maturity with excess cash accumulations
arising principally from the liquidation of mortgage loan
assets and the sale or redemption of the Corporation's
remainmg holdings of consolidated Federal farm loan

bonds. The $108,000,000 of bonds outstanding on June
30, 1945, constituted the entke unmatiu-ed bonded debt
of the Corporation and it is expected that the entire

amount will be retked prior to June 30, 1946.

Return of capital funds to the Treasury.—The capital of

the Corporation on June 30, 1945, consisted of its Gov-
ernment-owned capital stock of 100 million dollars and
unreserved surplus of $54,704,428. Pursuant to section

14 of the act of June 30, 1945, 50 million dollars of capital

stock was returned to the revolving fund in the United
States Treasury July 31, 1945.

The board of directors of the Corporation will give

consideration to the further retirement of Government-
owned stock during the fiscal year 1947. Returns during

1947, estimated at 40 million dollars, are reflected in the

financial statements. Legislation authorizing such action

will be proposed to the Congress.

Administrative Expense

Administrative expense represents reimbursements to

the Farm Credit Administration and other agencies of the

Department of Agriculture for services rendered to the

Corporation, supervision of the Federal land banks in

making and servicing commissioner loans, and in other

advisory and administrative capacities; and includes pay-

ments to the United States Treasury and the Federal

Reserve banks for expenses in handling bond transactions

for the Corporation. It also represents reimbursement to
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the Federal land banks for services performed as agents
of the Federal Farm Mortgage Coiporatioii and the land
bank commissioner. However, provision , has not been
made for the cost of audits by the General Accountmg
Office, pursuant to Public Law 248 (79th Cong.), since

bases for making such an estimate are not available.

Dm-ing the fiscal year 1945 administrative costs

amounted to $7,076,073, and it is expected that such
costs will continue to decline to $6,450,000 in 1946 and
$4,000,000 in 1947. The authorizing language imple-

menting the Corporation's budget for the fiscal year 1947
includes a limitation of $4,000,000 for costs of adminis-
tration. (For further details see statement of income
and expense (exhibit B), and schedule B-1.)

Language

FEDERAL FARM MORTGAGE CORPORATION

Administrative Expenses, Federal Farm Mortgage Corporation—
[Not 1o exceed 50,4.50,000 of the funds of the Federal Farm

Mortgage Corporation, established by the Act of January 31, 1934
(12 U. S. C. 1020-1020h), shall be" available during the current
fiscal year for administrative expenses of the Corporation, including
personal services in the District of Columbia and elsewhere; travel
expenses of officers and employees of the Corporation, in accordance
with the Standardized Government Travel Regulations and the
Act of June 3, 1926, as amended (5 U. S. C. 821-833)

;
printing and

binding, lawbooks, books of reference, and not to exceed $250 for

periodicals and newspapers; contract stenographic reporting
services; procurement of supplies, equipment, and services; main-

tenance, repair, and operation of motor-propelled passenger-
carrying vehicles, to be used only for official purposes; rent in the
District of Columbia; payment of actual transportation and other
necessary expenses and not to exceed $10 per diem in lieu of subsist-

ence of persons serving, while away from their homes, without
other compensation from the United States, in an advisory capacity
to the Corporation; employment on a contract or fee basis of

persons, firms, and corporations for the performance of special
services, including legal services; use of the services and facilities of

Federal land banks, national farm loan associations. Federal Re-
serve banks, and agencies of the Government as authorized by said
Act of January 31, 1934; and all other necessary administrative
expenses: Provided, That except for the limitation in amounts
hereinbefore specified, and the restrictions in respect to travel
expenses, the administrative expenses and other obligations of the
Corporation shall be incurred, allowed, and paid in accordance with
the provisions of said Act of January 31, 1934, as amended (12 U.
S. C. I016-1020h)].

The types of programs set forth in the 1947 budget of the Federal
Farm Mortgage Corporation {12 U. S. C. 1020-1020h), within the

funds available to it, are approved: Provided, That not to exceed

$4>000,000 of such funds shall be available for administrative expenses
{as shown in its statement of income and expenses) which shall be

classified as such in a manner consistent ivith prior years and shall be

on an accrual basis, and such funds shall be available for employment
on a contract or fee basis of persons, firms, and corporations for the

performance of special services, including legal services; use of the

services and facilities of the Federal land banks, national farm loan
associations. Federal Reserve batiks, and agencies of the Government
as authorized by the Act of January SI, 1934: Provided, That except

for the limitation in amount hereinbefore specified the administrative
expenses and other obligations of the corporation shall be incurred,

allowed, and paid in accordance with the provisions of said Act of
January 31, 1934, as amended {IS U. S. C. 1016-1030h). {Act of
May 5, 1945, Public Law 52; Act of Dec. 6, 1945, Public Law 248.) ^
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS
(Fiscal years ending June 30, 1945, 1946, and 1947]

FUNDS APPLIED
To make loans to farmers.- -.

To acquisition and improvement of acquired security or collateral..

Operating expenses;

Interest on bonds

Other interest expense. -. _

Administrative expenses (see schedule B-1)

Expense credits, prior year's adjustments.. ,

To repayment of borrowings:

To U. S. Treasury.

To the public

To repayment of paid-in capital: To U. S. Treasury..

To net increase in other assets

To net decrease in other liabilities..

To increase (or decrease*) working capital..

Total funds applied.

FUNDS PROVIDED

By repayments of principal of loans

By sale of acquired security or collateral:

Carrying value of acquired security or collateral sold. ..

Gain (or loss*) on sale of acquired security or collateral.

By operating income:

Interest on mortgage loans

Interest on purchase money mortgages, contracts, extensions, and other.

Income from investments ,

Interest on notes receivable. Federal land banks
Loans and other fee income

Other.

By nonoperating income:

Eecovery on loans charged oft

Recovery on acquired security charged off..

By borrowings: From U. B. Treasury

By sale of investments:

Consolidated Federal farm loan bonds...

Gain on sale of Federal farm loan bonds..

By net decrease in other assets.

Total funds provided

1945, actual

$42, 998, 136

2, 445, 049

$2, 246, 836

219,402

7,076,073

•159,085

365,000,000

35, 083, 700

6, 247, 526

•528, 894

13, 867, 038

1, 246, 732

2, 632, 625

111,463

3,393

121,235

224, 108

171,954,700

62, 286

345, 343

108,000,000

172, 006, 986

4,263

1946, estimated

$13, 722, 845

681, 140

$832, 701

186, 574

6, 450, 000

$94, 375

4, 000, 000

330, 300, 000

4, 829, 700

335, 129, 700

60,000,000

2, 593, 817

*291, 580

11,629,451

870, 007

88,610

75, 839

121,632

27, 925

149, 567

222, 300, 000

647, 751

•59,953

6, 337, 267

676, 640

2,700

1,310

27, 875

12, 183

3, 000, 000

40,000,000
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Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSES
[Fiscal years ending June 30, 1946, 1946, and 1947]
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

(As of June 30, 1944, 1945, 1946, and 1947)

1945, actual 1947, ostimatcd

Cash:

With U. S. Treasury.

On hand

Total..

Investments: Consolidated Federal (arm loan bonds

Loans receivahle:

First mortgage loans

Second mortgage loans

Purchase money first mortgages

Purchase money second mortgages - -

Real estate sales contracts and notes receivable (net)

Unmatured extensions of matured items on mortgage loans, purchase money mortgages, etc.

Loans in foreclosure - - ---

Loans in suspense:

Prior liens in foreclosure -

Payments postponed by agreement

Total..

Less reserve..

Net-

Accounts and notes receivable;

U. S. Treasury, interest reduction

Federal land banks

Delinquent interest, matured extensions, tax and insurance advances, and miscellaneous items

due:

Mortgage loans

Purchase money mortgages, contracts, etc

Other

Total..

Accrued interest receivable;

On consolidated Federal farm loan bonds..

On mortgage loans receivable

Total-

Acquired security or collateral;

Eeal estate:

Not subject to prior liens

Subject to prior liens

Less unmatured prior liens not assumed .

Chattels owned

Total

Less reserve.

Net
Deferred charges...

Other assets

Total assets..

UABIUTIES
Accounts payable;

Federal land banks

Matured items on prior liens not assu

Other

Total

Matured interest on bonds

Trost and deposit liabilities:

Deferred proceeds of loans

Conditional payments

Other

Total

$46, 476, 409

199, 000

171, 954. 700

130, 387, 899

238, 493, 002

3, 909, 409

1,869,261

12,329,431

3, 671, 153

2, 729, 263

172, 192

2. 266. 076

395,817,676

68, 053. 780

1, 364, 205

665, 764

1, 623, 705

34, 610

27,811

1, 714, 363

6, 300, 382

3, 378. 171

6, 473. 095

2, 928, 220

6, 923, 327

2, 606. 579

4, 416, 748

9,225

636, 297

653, 491

29, 214

4, 817, 957

320, 561

104, 086, 460

204, 828, 879

3, 223, 120

1, 605, 576

10, 216, 836

1,413,370

1, 076, 368

76, 993

98, 187

63, 232. 139

98, 529, 037

2,600,401

1.175.451

7, 046, 957

243,683

607, 800

49, 374

2,300

326, 626, 778

66, 475, 069

173, 387, 142

64,444.390

3,754

461, 864

1, 263, 248

24, 798

10, 208

1, 155. 770

28, 690

105, 010

1, 067, 694

2, 808, 492

1, 219, 231

270. 085

748. 820

361, 320

2, 646, 955

814, 780

1, 832, 175

47,716

4,972

268, 632

6,254

2, 203, 852

4, 416, 363

258, 845

667, 586

227, 340

440,245

5,750

296,727

79, 038

1,675

377, 440

196, 380

1, 221. 400

1, 997, 772

161,650

3, 370, 822

39, 847, 479

65, 356, 332

1, 788, 026

851, 351

4, 353, 157

124, 783

625, 400

38, 000

102, 884, 528

49, 958, 434

711,020

23, 4.59

32, 270

166, 276

362,600

170, 065

348,810

100,621

248,289

3,760

178, 627

25, 100

1,550

4,400

1, 160, 880

64,150
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Exhibit C—Continued

COMPARATIVE STATEMENT OF FINANCIAL CONDITION—Continued
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Schedule B-1

ADMINISTRATIVE EXPENSES

[Fiscal years ending June 30, 1945, 194fi, and 1947]

Paymf^nts for services received:

General (miscellaneous)

Farm Credit Administration

Federal land banks

Federal Reserve banks

Treasury of the United States

Bureau of Agricultiu'al Economics .

Total administrative expense i

Payable from funds of the Corporation.

Excess of authorization over expenses...

Total estimate or appropriation.

1945, actual

$13,899

638. 527

6, 394. 700

30, 846

45, 657

62,444

7, 076, 073

-8, 200. 000

+1,123.927

1946, estimated

f25. 000

572. 176

6, 830. 784

6,000

17, 040

6, 450, 000

-6, 450. 000

1947, estimated

$25, 000

S22. 291

3, 439, 869

6,000

7,840

4,000,000

-4,000,000

' Does not provide for General Accounting OfBce audit assessment for which no estimate is available.

Schedule C-1

POSITION OF CORPORATION WITH RESPECT TO BORROWING AUTHORITY

lAs of June 30, 1945, 1946, and 1947]
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Schedule C-2

STATUS OF LOANS RECEIVABLE

|As of June 30, 1944, and 1945]



FEDERAL INTERMEDIATE CREDIT BANKS

Creation and Purpose

The 12 Federal intermediate credit banks were organized
pursuant to the Agi-icultural Credits Act of 1923 (title II

of the Federal Farm Loan Act; 12 U. S. C. 1021-1022).
The term of existence of the baidcs is unlimited.

The intermediate credit banks serve as banks of discount
to provide a permanent source of credit for local lending
institutions to supply agriculture with the types of credit

needed at reasonable rates of interest and with maturities

adapted to the normal liquidating seasons of the industry.

The banks do not make loans directly to individuals or

accept deposits of funds otherwise than as collateral

security.

The banks are supervised by the intermediate credit

commissioner, who is responsible to the Governor of the
Farm Credit Administration. These officials are ap-
pointed by the President, by and with the consent of the

Senate (12 U. S. C. 638; E. O. 6084, Mar. 27, 1933).

The Farm Credit Administration operates under the gen-
eral supervision of the Secretary of Agriculture (reorgani-

zation plan No. 1, pt. 4, sec. 401, Apr. 25, 1939).

Each intermediate credit bank operates under the du-ec-

tion of a District Farm Credit Board of seven members,
who are ex officio the directors of the Federal intermediate
credit bank. Federal land bank, district bank for coopera-
tives, and production credit corporation serving the dis-

trict (12 U. S. C. 640b and 640d). Each unit has a sepa-
rate staff of executive officers and employees, but a gen-
eral agent and his staff, employed by the district board,
serve as joint officers and employees of all four institu-

tions, to coordinate their activities and furnish such serv-

ices as legal, information, statistical, personnel admin-
istration, etc. (12 U. S. C. 640r (a)).

Financial Organization

To provide the system with financial stability which
would enable the banks to finance their lending operations
through the issuance and sale of debentures in the invest-

ment markets, the act fixed the capital at $5,000,000 for

each bank, a total of $60,000,000 for the system (12 U. S. C.

1061). This capital was paid in by the Secretary of the

Treasury from time to time, as called by the boards of

directors of the banks with the approval of the Federal
Farm Loan Board (later the Farm Credit Admmistratioii)

.

Fmal payment of the $60,000,000 originally authorized
was made in June 1933. Additional capital for the system
was provided by the Federal Farm Mortgage Corporation
Act of January 31, 1934 (Public 86, 73d Cong., approved
Jan. 31, 1934, sec. 15a). The act created a revolving
fund of $40,000,000 and authoiized the Governor of the
Farm Credit Administration, with the approval of the

Secretary of the Treasmy, to expend such amounts as he
deemed necessary for subscriptions to the capital stock
-and/or paid-in sm-plus of the Federal intermediate credit

banks (12 U. S. C. 1131i, 1061c). This fund was used
in 1934 to pay in $10,000,000 of additional capital and
$30,000,000 of paid-in siu-plus. These funds were re-

tm'ned to the United States Treasury in 1940, pursuant
to the President's budgetary program for the fiscal year

1941, and are held in a revolving fmid available for further
subscriptions of capital and sm-plus in the event need
therefor shoidd arise.

As will be noted from the statement of financial con-
dition (exliibit C), the intermediate credit banks at June
30, 1945, had paid-in capital and miimpaired surpluses
aggregating $91,197,300.
The banks are also authorized to issue debentm-es and

other similar obligations. The amount which any bank
may have outstanding may not exceed 10 times the sm'plus
and paid-in capital of such bank (12 U. S. C. 1041).

Analysis of Budget Program by I\L\jor Activities

Lending program.—The Federal mtermediate credit

banks are authorized and empowered, subject solely to

such restrictions, linritations, and conditions as may be
mrposed by the Farm Credit Admmistration not incon-
sistent with the law (12 \J. S. C. 1031 et. seq.), to engage
m three types of lending activities, namely: (a) purchasing
and discoinitmg agricultural paper for agricultm-al or

livestock credit corporations and sunUar mstitutions,

organized under State laws, as well as for State and na-
tional bankuig institutions; making loans to such insti-

tutions secured by such paper; and making loans to and
discounting paper for production credit associations;

(6) makmg loans to cooperative associations of agricultural

producers and livestock growers, secui'ed by staple agri-

cultural products or livestock, or by other collateral

approved by the Governor; and (c) discounting paper for

and making loans to the l)anks for cooperatives organized
under the Farm Credit Act of 1933.

Durmg the year ended June 30, 1945, the banks made
loans and discounted paper amountmg to $873,643,868
and received repayments of $878,867,125. For 1946,

lending activities are estimated at $878,174,754, with
repayments of $864,912,813, and for 1947 at $939,605,116,
with repayments of $905,448,452.

In estimating the prospective volume of business for the
fiscal y§ar 1947 it has been assumed that there will be no
sudden drastic change in the general level of agricultural

and livestock production as compared with recent years.

Further, it is assumed there will be an active market at

reasonable price levels for agricultural products generally

although the total income from such products may be less

than during the preceding 2 years. Some nicreased

demand for credit is anticipated due to contmued high
production costs, the need for new farming equipment, and
repah's and improvement to farm property. In some
areas the volume of credit also will be aff'ected by shifts

from crops which have been a primary source of cash

uicome for many years to other types of agriculture.

Being banks of discount, the Federal intermediate

credit banks do not initiate lending programs or promote
and develop a demand for their services. It is their func-

tion expressly authorized and clearly defined in the act

to finance eligible and acceptable paper in whatever
volume may be offered by institutions qualified to receive

credit from the banks. Their volume of business thus is

governed by the demand for credit, which is affected by
general economic conditions, prices of agricultural com-
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modities, crop and livestock yields, and other variable

factors, rather than by administrative action.

Financing program.—The banks finance their lending

activities principally through the issuance and sale to the

investing public of consolidated collateral trust debentures

and by borrowmg money (12 U. S. C. 1041 et seq.),

rather than through the use of appropriated funds.

Loans from commercial banks ordinarily are utilized only

when unexpected demands arise between regular monthly
debenture issue dates. The United States Government
assumes no liability for the debentures or other obliga-

tions of the Federal intermediate credit banks, and that

fact is required to be set forth on the face of their deben-

tures (12 U. S. C. 1043). The banks consult the Secre-

tary of the Treasury concernuig each sale of debentures

before offering them to the public.

During the fiscal year 1945, the banks issued debentures

and borrowed money aggregating $406,010,000 and
retired obhgations of $418,075,000. For 1946, it is esti-

mated that debentures and other borrowings will amount
to $495,235,000 and that $469,727,000 will be retired.

For 1947, borrowings are estimated at $634,965,000, with

repayments of $602,112,000.

The estimated increase in debenture financing reflects

not only the estimated mcrease in lending activity but
also some shortening of average debenture maturities.

The estimates are based upon the assumption that aver-

age maturities will be 6 months. Shortening the maturi-

ties to less than 6 months would increase the amount to

be sold and retired, while longer maturities would require

the issuance and retirement of a lesser aggregate amount.

Operating Results

The net income of the intermediate credit banks for the

year ended June 30, 1945, was $1,673,187, after all ex-

panses, adjustments of valuation reserves, net charge-offs,

or recoveries, etc., and it is estimated on the basis of

prospective volume of business, rate of income, and cost

of money that their net income will be $1,393,666 for

1946 and $1,230,009 for 1947. These estimates are sub-

ject to material variation, due to conditions and develop-
ments beyond the control of the banks.

Operating income.—Operatmg income is derived prin-

cipally from interest or discount on loans and discounts,

and interest on investments. Gross income from loans

and discounts amounted to $4,525,075 in 1945, and it is

estimated at $4,620,972 and $4,918,635 for 1946 and 1947,
respectively. The rate of interest charged on regular

loans and discounts is 1^ percent per annum (2 percent
in Puerto Rico), except on loans secured by Commodity
Credit Corporation loan documents, on which the banks
charge a rate of interest equal to their average cost of

outstanding debentures, plus a margin of Yt, percent per
annum. The lending rate may not, except with the
approval of the Governor, exceed by more than 1 percent
the rate of interest on the last issue of debentures.

Interest earned on mvestments also is subject to fluc-

tuation, being determined by the average amount of

seciu'ities owned and the rate of interest borne by the se-

curities. Such income amounted to $859,411 in 1945 and
is estimated at $977,113 and $1,039,019 for 1946 and 1947,
respectively.

Nonoperating income.-—Nonoperating income for the
fiscal year 1945 included $712,891 of profits on securities

sold, less $142,906 of premium written off on securities

pui'chased during the year. For 1946, profits of $436,132
and write-offs of premium amounting to $185,459 occurred

during the 6 months ended December 31, 1945. No
additional profits or premium write-offs are estimated for

the remainder of 1946 or for the year 1947, since it is im-
possible to determine at this time whether any security

transactions will occm- during the 18-month period or at

what prices securities may be sold or prnxhased. The
Secretary of the Treasmy, or his designated representa-

tive, is consulted prior to each pm'chase or sale of securi-

ties amounting to $100,000 or more.
Operating expenses.—Operating expenses consist princi-

pally of interest and other costs on outstanding debentm-es
and other borrowed money, and administrative expenses,

aU of which are paid out of income. In addition to their

dnect expenses, the banks are assessed for the cost of

supervision and examination by the Farm Ci-edit Ad-
ministration.

The credit banks also pay the banks for cooperatives

for servicing commodity loans discounted for them,
calculated at 66/^ percent of the difference between the

average cost of outstanding debentures and the discount
rate charged.

Interest and other costs on debentures, together with
interest paid on other borrowed money, amounted to

$2,764,824 in 1945, and are estimated at $2,766,917 and
$2,955,386 for 1946 and 1947, respectively, reflecting esti-

mated increase in amounts of debentures outstanding at

prevailing interest rates. Administrative expenses, which
amounted to $1,506,308 for 1945, are estimated at

$1,647,436 and $1,688,501 for 1946 and 1947, respectively.

Franchise taxes.—Each banlv, at the end of its fiscal

year, is required to pay to the United States a franchise

tax equal to 25 percent of the amount of its net earnings

for the year after providuig for all costs of operation,

absorbing any losses in excess of reserves therefor, elimi-

nating any impanment of paid-in capital or paid-in sm-plus,

and providing reserves against unforeseen losses and
assets of doubtful value in such amount as its board of

duectors has prescribed (12 U. S. C. 1072). Since their

organization in 1923, the Federal intermediate credit

banks have paid to the United States Treasury franchise

taxes aggregating $6,670,537, of which $305,797 was paid
in July 1945, and represented the franchise tax on earnings

for the fiscal year ended Jime 30, 1945. It is estimated
that franchise taxes will amount to $268,685 and $236,245
for 1946 and 1947, respectively.

Net earnings remaining after payment of franchise

taxes are required to be paid into the surplus accounts of

the banks. For the year ended June 30, 1945, $917,390
was added to earned sm-plus, and such credits are esti-

mated at $809,981 and $708,764 for 1946 and 1947,
respectively.

Financial Condition

Loans and discounts.—Loans and discounts outstanding
on June 30, 1945, aggregated $315,840,536, net (after

deducting full valuation reserves against purchase money
mortgages and real estate sales contracts amounting to

$37,884). Of this amount $11,384,358 was secured by
notes under Commodity Credit Corporation loan pro-

gi'ams and documents evidencing purchases of commodi-
ties by that corporation. Delinquent loans and discounts
amounted to $4,273,469, of which less than $20,000 was
past due 3 months or more. All paper carried by the

intermediate credit banks (except direct loans to co-

operative associations, which are secured by approved
coUateral) is required to be endorsed by the bank or

corporation for which it is discounted. No loss to the

intermediate credit banks on any presently outstanding
loans and discounts is in prospect. It is estimated that
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outstanding paper will amount to $329,092,777 and
$363,250,691 on June 30, 1946 and 1947, respectively.

Investments.—Investments in public debt obligations of

the United States amounted to $36,511,000 (par value) on
June 30, 1945. These holdings were increased to

$43,150,800 as of December 31, 1945. No change in the

amount of securities held by the banks is contemplated
for the year 1947. Purchases of approximately
$20,000,000 and sales of a like amount may be made dur-
ing the year, to rearrange the portfolios of the seyeral

banks in line with the policy of liquidating holdings as

they approach call dates and reinvesting the proceeds,

and to employ temporary accumulations of surplus cash.

All investment securities are carried by the banks at par,

or at amortized cost in the case of purchases below par,

and any premium paid is written off at the time of

purchase.
Investments in obligations of the United States provide

the banks with a diversification of assets, an important
factor in enabling the banks to obtain loan funds thi-ough

the investment markets at reasonable cost for the benefit

of agriculture. They also provide the banks with liquid

assets, which can be utilized in emergencies to provide
funds to finance lending operations or to meet maturing
debentm'es. In addition, investment securities constitute

a source of income which aids the banks materially in

building up reserves.

Liabilities.—The principal liabilities of the banks con-
sist of their outstanding debentures and notes payable,
and interest accrued thereon but not yet due. At June
30, 1945, the banks had outstanding debentures and notes
payable aggregating $272,975,000, and estimated the
amount outstanding would be $298,483,000 and $331,336,-
000 at the end of 1946 and 1947, respectively. Interest

accrued but unpaid amounted to $944,022 on June 30,

1945, and was estimated at $973,746 and $1,006,793 at
June 30, 1946 and 1947, respectively.

Return oj capital funds to the Treasury.—No return of

Government capital (12 U. S. C. 1061) is provided for

in 1947. To reduce the existmg capital of $60,000,000
woidd weaken the system and impair the ability of the
banks to meet the credit needs of farmers and stockmen,
who are expected to require increasing amounts of credit

during the next few years. The capital structure of the
intermediate credit banks is considered adequate to enable
the banks to carry out their authorized functions and to

finance the volume of busmess expected to be offered to

them through June 30, 1947, and it is not expected that
they win call upon the Treasury for any portion of the
$40,000,000 held in the revolving fund, unless unforesee-
able demands for credit or other problems should make
such action necessary to enable the banks to serve agri-

culture.

Borrowing autlwrity.—The aggregate amount of deben-
tures and other similar obligations which any Federal

intermediate credit bank may have outstandmg may not
exceed 10 times the surplus and paid-in capital of such
bank (12 U. S. C. 1041). Smce the banks, on June 30,

1945, had paid-in capital and unimpaired surplus reserves
aggregating $91,197,300, they had a legal borrowing capac-
ity of $911,973,000. Any increase in net worth since that
date increases the legal borrowing power of the banks.
Accordingly, no additional borrowing authority is heeded.
Although authority is provided to incur obligations in

the ratio of 10 to 1 against capital and surplus, the banks
have no assurance that the investment markets would
absorb their debentures in an amount approaching their

legal borrowing capacity. Should the banks find it neces-
sary to borrow materially in excess of a 4-to-l ratio, some
buyer resistance might be expected and it would be likely

that interest costs wouJd advance.

Administrative Expenses

Administrative expenses, which are paid out of income
and not from appropriated funds, amount to $1,549,337 for

the fiscal year ended June 30, 1945, and are estimated at

$1,662,039 and $1,688,501 for 1946 and 1947, respectively.

The estimated increases in cost for the fiscal year 1947
over 1946 reflect principally increases in personal services

attributable largely to the estimated mcreased manpower
needs of the banks. Whereas they expended 299 man-
years in their operations for the fiscal year ended June 30,

1945, their requirements are estimated at 302 man-years
for 1946 and slightly over 310 man-years for 1947. Addi-
tional personnel is made necessary, in part, by the shorten-
ing of the workweek from 48 hours to 40 hours. In addi-
tion, much of the field work formerly carried on by the
banks in order to keep in touch with and properly service

their outstanding loans and discounts was deferred during
the war emergency, in part because of the lack of sufficient

manpower and, in part, because of travel restrictions.

The favorable crop and livestock yields throughout most
of the United States and the ready marketability of farm
products at good prices operated to reduce materially
the credit risks which otherwise would have been involved
and which would have necessitated closer supervision.

A gradual strengthening of the credit work in the banks
will be necessary to guard against undue credit risks in the
event less favorable conditions should develop, in order
that the banks may be able to continue rendering effective

credit service to agriculture under all conditions.

The estimate of $1,688,501 for the fiscal year 1947
does not provide for the cost of General Accounting
Office audits, pm-suant to Public Law 248 (79th Cong.),

since bases for making such an estimate are not available.

Language

The types of programs set forth in the 19^7 budget of the Federal
Intermediate Credit Banks {12 U. S. C. 1021), within the funds
available to them, are approved. {Act of Dec. 6, 1945, Public Law 24S.)
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Exhibit A
COMPARATIVE CONSOLIDATED STATEMENT OF SOURCES AND APPLICATION OF FUNDS

(Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated

FUNDS APPLIED

To make loans and discounts:

Crop, livestock, and commodity loans and discounts:

Banks for cooperatives '

Production credit associations and other agricultural credit corporations ^

Cooperative associations

Loans secured by Commodity Credit Corporation documents,

To repayments of borrowings:

To Federal land banks

To the public

4, 750, 000

413, 325, 000

To operating expenses:

IntiTi'st and other costs on debentures

OthiT interest expense

Compensation for services of banks for cooperatives-

Administrative expenses (see schedule B-1)

Expense credits and prior year adjustments

2, 760, 587

4.237

81.011

1.549,337

•43, 029

To investment in U. S. Government securities...

To premium written off on securities purchased..

30, 186, 305

142, 906

To franchise tax payable

To net increase in land, structures, and equipment..

Less net increase in reserve included in administrative expense.

To net decrease in other liabilities

' (or decrease*) working capital (see schedule A-l)_

Total funds applied..

FUNDS PROVIDED

By repayments of principal of loans and discounts:

Crop, livestock, and commodity loans and discounts:

Banks for cooperatives '

Production credit associations and other agricultural credit corporations i

Cooperative associations

Loans secured by Commodity Credit Corporation documents

Purchase money mortgages and real estate sales contracts (net)

100. 806. 480

719. 995, 153

2. 293, 027

55, 745, 531

26. 934

By borrowings:

From Federal land banks.

From the public

By operating income:

Interest on loans and discounts..

Interest on investments

Other interest income

6, 750, 000

400, 260, 000

4, 525, 075

859, 4U
5,724

By nonoperating income:

Discount on securities purchased (amortized).

Other income

Recoveries on assets charged off

By sale of investments in U. S, Government securities:

Book value of securities sold

Gain on secm'ities sold ^

29, 675, 305

712, 891

By net decrease in land, structures, and equipment. _..

Less net decrease in reserve included in administrative expenses..

19,998

12,128

By net decrease i

Byr
other assets

other liabilities.

Total funds provided..

$103. 285, 103

739,634,617

4, 589, 586

30, 665, 448

$117,061,440

775. 924. 440

4, 480, 000

42. 139, 236

1.000,000

68. 727, 000

2. 760, 473

6.444

89,965

1.662,039

•14, 603

2, 950, 736

4,650

101. 048

1, 688, 501

27, 572, 418

185, 459

1,329,211

305, 797

27, 757, 877

268, 685

1,274

1,274

5,441

5,441

167, 767

6, 547, 321

99,111.962

725. 183, 925

4.611,508

36, 104, 108

1,250

114, 079, 372

745, 762, 461

4, 124, 400

41,480,969

1,250

4, 620, 972

977, 113

22, 913

4, 918, 635

1, 039, 019

4,542

20, 932, 618

436, 132

7,870

5,933

231, 622

20, GOO, 000

236. 245

•Deduct.

' Exclusive of activity in connection with loans secured by documents under Commodity Credit Corporation loan and commodity purchase programs.
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Exhibit B

COMPARATIVE CONSOLIDATED STATEMENT OF INCOME AND EXPENSES

(Fiscal years ending June 30, 1945, 1946, and 1947]

1945,
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Exhibit C

COMPARATIVE CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
(As of June 30, 1944, 1945, 1946, and 1947]
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Exhibit C—Continued

COMPARATIVE CONSOLIDATED STATEMENT OF FINANCIAL CONDITION—Continued
[As of June 30, 1946, 1946, and 1947]
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Schedule B-1

ADMINISTRATIVE EXPENSES
[Fiscal years ending June 30, 1945, 1946, and 1947]

Salaries and wages:
Directors' compensation
Officers:

President-. -

Executive vice president
Vice president .--

Vice president and secretary.

Vice president and treasurer.

Treasurer
Secretary and treasurer.
Secretary

Employees:
Administrative and general...

Credit analysis..
Accounting and fiscal

Overtime compensation ,

Total..

Travel...
Rents and utility services

Communication services

Printing, binding, and office supplies
Equipment expense
General agent's expense
Insurance and fidelity bond premiums..
Miscellaneous

Subtotal
Payments for services received:

Farm Cred't Administration:
Farm Credit Administration, super-
visory expense

Examination expense, bank
Examination expense, other

Total administrative expenses

'

$15, 680

:2 118, 500
1 9, 000
3.8 30,162
6.6 37,982
6.6 39,892
3.6 19,387

700
5.6 26,730

73.9 139,137
81 231.699
104.0 192,703

136, 186

$17, 343

12 128, 622
1.9 18,302
4.4 31,793
6 39, 353
6. 7 43, 124

5 29.737
I 6, 230
6.8 36,316

72. 6 166. 629
81.1 272,347

107. 6 233, 410
18,371

1. 029, 477
34, 392

104, 780
12,761

19, 425
17,991

126, 504
8,216
21,117

1, 374, 662

4.4 32,305
6 39, 288
6 45, 628

6 30, 100
1 6, 440
6 37, 707

74. 7 166, 139
85. 2 290, 334
111.1 248,618

311.4
1,047,059

36, 628
106, 401

12, 820
20, 878
28, 046
127,321
6,102

20, 736

1, 405, 889

Schedule B-2

PERSONAL SERVICES

(Fiscal years ending June 30, 1945, 1946, and 1947)

PERSONAL SERVICES, FIELD

Unclassified:
Eate over $6,200:

President
Executive vice president
Vice president
Vice president and secretary
Vice president and treasurer —
Treasurer
Secretary ,

Secretary and treasurer
Assistant to the president
Assistant secretary and treasurer
Assistant secretary
Assistant treasurer
Assistant secretary and assistant
treasurer

Attorney
Senior attorney
Assistant general counsel

Hate of $5,200:

Accountant
Assistant secretary.
Assistant secretary and assistant

treasurer
Assistant treasurer
Attorney
Credit examiner
Vice president

Rate of $4,600:

Accountant
Assistant secretary
As.?lstant secretary and assistant

treasurer
Assistant treasurer.

Attorney
Credit examiner

Rate of $4,000:

Accountant-
Assistant secretary
Assistant secretary and assistant

treasurer
Assistant treasurer
Attorney
Credit examiner

Rate of $3,400
Rate of $2,800
Rate of $2,200
Rate of $1,900
Rate of $1,600
Rate of $1,300
Rate of $1,100

Total permanent, field....

Temporary employment, field..

Overtime pay, I3eld

Director's compensation

1945, actual

12 $118,600
1 9, 000
3. 8 30, 162
4.6 31,482
6. 6 39, 892
3. 6 19, 387
6.6 32,230
1. 9 9, 700
1 5, 600

0. 8 4, 361

6.3 "1^684'

0. 5 2, 400

O.'S "5,524"

1. 3 4, 589
24 87, 914
20.9 63,166
18.3 46,258
22. 6 45, 157
46.4 80,476
61.9 88,900
29.

1

34, 466
10.4 10,813

12 $128,622
1. 9 18, 302
4.4 31,793
6 39, 353
5.7 43,124
5 29, 737
6.8 36,316
1 6,230
1 6,200

12 $125,275
1,800

0.6

4.4 32,305
5 39, 288
6 45, 528
5 30, 100

6 37, 707
1 6, 440
1 6, 440
1 6,260
1 6, 390

4,977
1,914

1,814

14, 854
14, 164
3,210
14,616

6,143
1,914
1,814

14, 748

14, 164

3,210
23,064

19.4 81,734

6.6 23,852

4,344
816

83,636

32, 562

0.2 647

296.8
851,318

2,674
136, 186
16,680

1.8 6,334
11.7 43,731
18.7 68.767
44. 2 103, 232
41.7 83,927
43.8 76,329
37.

1

64, 366
6.

8

8, 694

1.7 6,016
11 40,104
23.2 73,128
44, 2 108, 051
40.6 83,490
44.6 78,040
40 68, 467
5 6,408
1 900

984,063
• 0,700

18, 371
17,343

306.0
1, 020, 834

.6 0,700
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Schedule C-1

POSITION OF BANKS WITH RESPECT TO BORROWING AUTHORITY

(As of June 30, 1945, 1946, and 1947]
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Schedule C-2

STATUS OF LOANS AND DISCOUNTS

[As of June 30, 1944, and 1946]



PRODUCTION CREDIT CORPORATIONS

Creation and Purpose

The 12 production credit corporations were chartered

in 1933 bv the Governor of the Farm Credit Administra-

tion pursuant to the Farm Credit Act of 1933 (12 U. S. C.

1131). Establishment of the production credit system

was an outgrowth of various efforts to cure long-standing

weaknesses in the short-term agricultural credit field.

Experience had shown that insufficient capital, inade-

quate supervision, and the dependence on local resources

generally for loanable funds for agricultural production

were the chief weaknesses. These corporations each

serve one farm credit district (12 U. S. C. 640a and 1131).

In each district the Farm Credit Board elected or

appointed as prescribed by law (12 U. S. C. 640b—-640r)
serves as the board of directors of the corporation (12

U. S. C. 1131). A typical production credit corporation

has a staff of about 20 officers, clerical employees, and
field force. In addition, the general agent employed by
the district board together with a lunited staff generally

furnishes at cost legal, information, personnel, statistical,

and purchasing services for the corporations (12 U. S. C.

640r(a)).

The Farm Credit Administration, through the Produc-

tion Credit Division, exercises general supervision over

the corporations (12 U. S. C. 1131 et seq.). The corpora-

tions are examined annually by the Farm Credit Adminis-
tration (12 U. S. C. 1138a) and are assessed for the costs

of both supervision and examination (12 U. S. C. 832 and
1138a). The Farm Credit Administration was placed

within the Department of Agriculture pursuant to re-

organization plan No. 1, section 401, effective July 1,

1939.

The principal functions of these corporations are to

organize, partially capitalize, and supervise local coopera-

tive production credit associations (12 U. S. C. 1131c,

1131d et seq.). The active associations, of which there

were 514 on June 30, 1945, together with the 12 corpora-

tions operating under the supervision of the Farm Credit

Administration constitute a permanent system for making
short-term agricultural loans to farmers and stockmen in

all parts of the country.

Financial Organization

The Farm Credit Act of 1933 provides that the capital

stock of each corporation shall be in such amount as the

Governor, Farm Credit Administration, determines is re-

quired to meet the credit needs of the district to be served

by each such corporation and such amoimt may be in-

creased or decreased from time to time by the Governor
in accordance with such credit needs (12 U. S. C. 1131b).

The initial capital stock of each corporation was provided
in the sum of $7,500,000 to be subscribed by the Governor
and held by him on liehalf of the United States. Payment
for capital stock was made from a revolving fund of

$120,000,000 provided for the pm-pose (12 U. S. C. 1131i).

Additions to the initial capital stock were made by the

Governor until March 1935, when the full $120,000,000
had been subscribed and subscriptions in that sum were
maintained for most of the period from that time to March

1944. During that period a general redistribution of

capital stock was made on three occasions while transfers

affecting several corporations were made on two occasions

;

however, at no time was the stock of any of the corpora-

tions reduced to less than the prescribed $7,500,000.

Pursuant to the policy of retiring the capital stock of

corporations to the extent feasible, repayments were made
to the revolving fund in the U. S. Treasury in the sum
of $5,000,000 in Aprd 1944 and $6,700,000 in April 1945.

Thus, on June 30, 1945, the aggregate paid-in capital of

the corporations was $108,300,000.

The law provides that each corporation shall accumulate
a surplus of at least 25 percent of its paid-in capital (12

U. S. C. 1131c (c) ), and good progress has been made. On
June 30, 1945, the surplus for all the corporations aggre-

gated $12,716,436 or 11.7 percent of their paid-in capital.

This surplus not only safeguards the paid-in capital against

impairment but directly influences the amount of paid-in

capital required.

The corporations have never borrowed and have no
specific borrowing authority. Each of the corporations

is a separate entity and operates within its own financial

structure. A comparative consolidated statement of

condition is shown in exhibit C.

Analysis of Budget Program by Major Activities

The extent of the corporations' activities is affected

directly by economic conditions, and the production

credit associations' loan volume, and their credit, manage-
ment, and operating problems. Certain assumptions have
been made regarding these major factors in connection
with the preparation of the estimates for the fiscal year
1947 and these are discussed below with regard to the

programs for that year. Further information as to the

extent to which these activities were carried on during
the fiscal year 1945 with projections for the fiscal years

1946 and 1947 is shown in the consolidated statement of

sources and application of funds (exhibit A)

.

Organizing production credit associations.—Pursuant to

the authority of the act (12 U. S. C. 1131c and 113 Id)

production credit associations have been established to

serve all of the continental United States and Puerto
Rico. The territory served by an individual association

depends largely upon the type of agriculture and density

of farm population. A typical association serves about
five or six counties.

The credit needs of the area served by each association

are under constant study by the corporations. As a re-

sult, it is from time to time found advisable by the corpo-

rations and associations to effect changes in the territory

served by individual associations, to bring about liquida-

tion or consolidation of associations, to establish branch
offices of associations so that service will be more conven-
ient, and occasionally to organize additional associa-

tions. Assuming no major changes in economic condi-

tions, it is anticipated that organizational adjustments in

1946 and 1947 will be about the same as in the past few
years.

Capitalizing production credit associations.—Associations

need an adequate capital structure to soundly support
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their loan volume, to maintain satisfactory borrowing and

discount relationships with the Federal intermediate credit

banks which is their principal source of loanable funds (12

U. S. C. 1131h), and to assist in building reserves for

future contingencies. Accordingly, the capital needs vaiy

greatly between associations.

The associations' initial capital was derived through

the purchase of their class A stock by the corporations

(12 U. S. C. 1131c). As the capital owned by farmer

members increased and the associations accumulated re-

serves, they have been able to reduce materially, and in

two instances to pay off completely, the class A stock

investment of the corporations.

It is anticipated that there will be an increase in the

volume of loans to be made by the associations in 1947.

Even though agricultural conditions are expected to re-

main fairly stable, it is anticipated that the margin of net

farm income will be narrower in 1947 than during the war

years. It is believed that the desire of farmer members

to achieve ownership of their associations will continue to

grow and that the farmer-owned capital and the reserves

of the associations will continue to increase. Special situ-

ations may rec^uire increases in the corporations' invest-

ments in some associations. It is anticipated, however,

that during 1946 and 1947 the associations as a group will

be able to make further net reductions in the corporations'

class A stock investments.

Complete farmer ownership of the associations is a

major objective. Long-term stability nevertheless re-

quires that the corporations be able to make immediate

additional capital investments in associations as neces-

sary to meet the credit needs of the areas. Such action

may be imperative in the event of depressed economic

conditions, hurricanes, floods, or other catastrophes; other-

wise, farmers and stockmen served by the associations

might have to be denied sound and justifiable credit nec-

essary for their operations at a most critical time.

The corporations are charged with the responsibility

of regulating associations' investments (12 U. S. C.

1131f and g) and it is considc^red important to the welfare

of the associations that their capital structure should not

be affected by fluctuations in bond prices. Association

class A stock purchased by the corporations is paid for

largely "by transferring bonds from the corporations to the

associations. As farmer-owned capital and reserves have

accumulated additional funds have become available for

investment in bonds in like manner. All bonds transferred

to associations by the corporations are transferred at par

value under repurchase agreements and are subject to

the right and obligation of the corporations to repurchase

at par value. Thus premiums or discounts on boiids

purchased or sold are borne by or accrue to the

corporations.

Svpervising production credit associations. -\]ndi&v the

act (12 U. S.'C. 1131d et seq.) and regulations thereimder,

the corporations are charged with supervision of the asso-

ciations. Thus the corporations have broad authorities,

such as regulating loan and investment policies, approving

loans hi excess of certain amounts or to certain officials,

fixing reserve requirements, exercisuig controls over asso-

ciation salaries, and, as long as the corporations own stock

in the associations, approvmg election of association

directors, loan committeemen, and the secretary-treas-

urers. As an association's management gains m expe-

rience and as the locally owned capital structure develops,

the coi-porations exercise their authorities and supervisory

responsibilities to an increasing extent through leadership,

guidance, counsel, and traming rather than by direction

and regulation. This policy of decentralization makes it

essential that the association personnel be sufficiently

experienced and trained to assiune increased responsibili-

ties. Officers and field representatives of the corporations
work with association directors and personnel largely

through contacts at the association offices and occasional

group meetiaigs for neighboring associations. The degree
of trainmg and supci'vision varies between associations,

depcndmg upon then need for such assistance in properly
discharging their responsibilities for carrying on all

phases of the association operations.

. In carrymg out their supervisory responsibilities, the
corporations have placed emphasis on the extension of

sound credit; continxial improvement of service to farmers;

increased participation m association affairs by members;
mamtcnance of good relations with imits of the Farm
Credit Administration and other agencies working with
farmers; promotion of efficiency and economy; mainte-
nance of efl'ective controls over financial transactions;

detcrmniation through audits that funds are properly

accounted for; and preparation of ammal busmess type
budgets.
A broad and continuous trauiiug program for association

personnel has been considered to be of major importance.

The corporations have assumed primary responsibility

for the training of association dnectors and key officers,

and have assisted the associations m. the trainmg of

specialized employees such as inspectors and bookkeepers
and in arrangmg for adequate traming programs by the

associations tor then other personnel.

The corporations make an annual review of the credit

activities of each association which serves as a basis for

the credit supervision during the whole year. This in-

cludes an examination of loans which has been utilized

by the Farm Credit Admmistration, together with the

financial exammation made by its examiners, to meet the

requirements of law pertaining to examinations of associa-

tions (12 U. S. C. 1138a). In view of this use of the credit

examinations, arrangements have been made effective

January 1, 1946, to assess the associations for the costs

attributable thereto as a part of exajiiination costs.

In order to conserve manpower and restrict travel dur-

ing the war in accord with national policy, many impor-

tant activities were curtailed or temporarily discontmued.

In 1947, training, management and procedure surveys,

and reviews and audits of financial transactions, particu-

larly, must be intensified or revived and special super-

visory attention given to associations to hasten their

further development, to permit further decentralization,

to improve service to farmers, and to speed the trend to-

ward farmer ownership.

Operating Results

The principal source of operating income of the cor-

porations is from their investments in U. S. Government

securities. An increasing number of associations pay

dividends regularly and, accordingly, some dividends are

received by the corporations on their class A stock invest-

ments. This has not been a major source of revenue,

inasmuch as it is the policy to reduce the corporations'

class A stock investments as rapidly as the associations

are able to do so. During the fiscal year 1945, the com-

bined operating income of the corporations exceeded then-

administrative expenses by $104,440 and it is anticipated



PRODUCTION CREDIT CORPORATIONS 335

that the combined operating income of the corporations

will be sufficient to cover their administrative expenses

for the fiscal years 1946 and 1947.

In addition to operating income, dming the fiscal year
1945 a net profit of $4,847,830 was realized on security

transactions largely as a result of bond portfolio adjust-

ments whereby substantial holdings were sold and the

proceeds simultaneously reinvested in other bonds. It

is anticipated that the net profit on securities transactions

will be somewhat smaller in 1946 and considerably smaller

in 1947, since no major adjustments in the bond portfolio

are now anticipated during 1947.

In the fiscal year 1945 a loss of $125,764 resulting from
corporation investment in class A stock of one association

was charged off as licjuidation was completed; however,
valuation reserves previously established were ample to

absorb the loss. Valuation reserves which had been
established prior to June 30, 1945, are expected to be
adequate to cover similar losses estimated at $99,400 in

1947 upon closing the licjuidation of other associations.

Financial Condition

Investments in class A stock of 'production credit associa-

tions.—On June 30, 1945, the corporations had an invest-

ment totaling $55,847,685 in the class A capital stock of

associations. This includes $147,600, representing the
balances of their investments in class A stock of four asso-

ciations which had been placed in liquidation prior to

1940, valuation reserves, however, having been established

prior to June 30, 1945, to provide for all foreseeable losses.

The investment in class A stock is expected to be fm-ther

reduced by June 30, 1947.

L^. S. Government securities.—The corporations' invest-

ments in U. S. Government securities amounted to

$64,233,250 par value on June 30, 1945 (exclusive of secu-
rities sold to associations under repurchase agreements).
The corporations carry all of these investments at par
value; accordmgly, premiums paid were written off at
time of purchase.

The corporations require resources substantially in

excess of the amount currently invested in association
class A stock to quickly meet developments in the agricul-

tural credit field which would requu-e strengthening of

association capital structures. Resources not needed cur-
rently for class A stock investments m associations are
invested m bonds, the interest from which represents the
corporations' principal source of operating income.

Return of capital funds to the Treasury.—Repayments to
the revolving fund during 1944 and 1945 had reduced
paid-in capital of the corporations from $120,000,000 to

$108,300,000 at June 30, 1945. Further repayments will

depend upon future capital needs of the system but it is

presently estimated that it will be possible to return an
aggregate amount of $7,050,000 during 1946 and $5,300,-
000 during 1947.

Administrative Expenses

Administrative expenses cover the costs of carrying out
the corporations' responsibilities, including the assessed
expenses of the central office of the Farm Credit Adminis-
tration but excluding premiums written ofl" on securities

purchased and losses. During the fiscal year 1945 the
corporations utilized 222.3 man-years of personal service

which with other related costs of administration resulted
in a total expenditure of $1,564,568. The mcrease of

$80,344 anticipated in 1946 is largely the result of higher
salaries consistent with Public Law 106 (79th Cong.),
some increase, particularly during the latter part of the
year, in persomiel, travel, replenishment of supplies

and equipment, and other higher costs due to the general
increase in price levels. In the fiscal year 1947, a further
increase of $92,081 will be needed in order to give necessary
attention to activities postponed during the war. Largely
because of decenti'alization, which has occurred in the in-

tervening years, the required personnel in 1947 will be
about 20 percent lower than in the immediate prewar
years. Total administrative expenses of the 12 produc-
tion credit corporations for the fiscal year 1947 are esti-

mated at $1,736,993. This estimate does not provide for

the cost of General Accounting Office audits, pursuant to

Public Law 248 (79th Cong.), since bases for making
such an estimate are not avaihible.

Language

The types of programs set jorth in the 1947 budget of ike Produc-
tion Credit Corporations (12 U. S. C. IISI), within the funds available

to them, are approved. (Act of Dec. 6, 1945, Public Law 248.)
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Exhibit A

COMPARATIVE CONSOLIDATED STATEMENT OF SOURCES AND APPLICATION OF FUNDS

IFiscal years ending June 30, 1945, 1946, and 1947)

1946, estimated 1947, estimated

FUNDS APPLIED

To investment in U. S. Government securities:

Par value of securities purchased in open market

Premium on securities purchased -.

Par value of securities repmchased from production credit associations (net)..

$47, S47, 500

266, 877

$47. 278, 000

640, 000

3, 000, 750

$2, 790. 000

112,000

2,947,000

To operating expenses:

Adm!i.istrati\e expenses -

Expense credits and prior year adjustments.

1, 564, 668

•20, 598

1, 644. 912

•16,000

To nonoperating expenses-

To repayment of paid-in capital to U. S. Treasury

To net Increase In land, structures, and equipment

Less net increase in reserve included in administrative expenses..

1, 543, 970

5

6, 700, 000

1,628,912

65

7, 050, 000

4,413

5,344

13, 923

14,854

To net increase in other assets --

To net decrease in other liabilities

r decrease*) worliing capital (see schedule A-1).

40,060

1,957

105, 663

Total funds applied..

FUNDS PROVIDED

By retirement of class A stock investment in production credit associations (net)

By sale of Investments in U. S. Government securities:

Par value of securities sold in open market .--

Gain on securities sold in open market ----

Par value of securities sold to production credit associations under repurchase agreement

(net) -- -

40, 974, 850

5,113,707

By opemting Income:

Interest on investments

Dividends on class A stock of production credit associations

Assessments for credit examination of production credit associations..

Other income -

1, 594, 687

51,816

By nonoperating Income: Recoveries from class A stock investments charged off..

By net decrease in land, structures, and equipment

Less net decrease in reserve included in administrative expenses. _

By net decrease in other assets

By net increase in other liahllitles..

Total funds provided.

46, 432, 000

3, 425, 000

1, 684, 185

46,200

2,400

1,000

4, 900, 000

428,000

1, 730, 609

26,400

48,000

1,000

1,736,993

5, 300, 000
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Exhibit B

COMPARATIVE CONSOLIDATED STATEMENT OF INCOME AND EXPENSES

[Fiscal years ending June 30, 1946, 1946, and 1947)

1945, actual 1946, estimated 1947, estimated

Operating income;

Interest on Investments

Dividends on class A stock of production credit associations

Assessments for credit examinations of production credit associations.

Other income

Total operating income..

Operating expenses:

Administrative expenses

Expense credits and prior year adjustments.

Total operating expenses.

Net operating income .-

Nonoperating income and expenses;

Gain on securities sold

Premium written off on securities purchased...

Class A stock investment in production credit associations charged off..

Other losses

Net nonoperating income.

Net income before adjustment of valuation reserves.

Adjustment of Taluation reserves

Net income for year.

$1, 694, 087

61,816

1, 664, S68

•20, 698

5, 113,707

•266, 877

•125,764

4, 826, 601

143, 300

$1, 684, 185

46,200

1, 644, 912

•16, 000

3, 426, 000

•640, 000

2, 889, 808

12,800

$1, 730, 609

26,400

48,000

1.000

428, 000

•112,000

•99, 400

286, 616

100,400

ANALYSIS OF EARNED SURPLUS

Balance at beginning of fiscal year....

Net income for the year (above).

Balance at end of fiscal year..

$7, 746, 636

4, 969, 801

$12, 716, 436

2, 902, 608

$16, 619, 044

386, 016

688960—16 22
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Exhibit C

COMPARATIVE CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
(As of June 30, 1944, 1H4.5, 194fi, and 19471
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Schedule A-1

CHANGES IN WORKING CAPITAL

[Fiscal years endins June 30, 1945, 1946, and 1947]

194S, actual 1946, estimated 1947, estimated

Current assets (increase or decrease*) :

Cash;

With U. S. Treasury

On hand and in banks..

Accounts and notes receivable -

Accrued interest on U. S. Government securities.

Deferred charges

Current liabilities (increase* or decrease):

Accounts payable .-_

Trust and deposit liabilities:

U. S. Treasury, Federal ta.\es withheld

Production credit associations

Other

Accrued salaries

•$140, 256

123, 527

13, 368

•33, 168

$1,439

•71, Oil

•4, 588

23,099

7,575

1,659

Increase in working capital..

Decrease in working capital.

•19, 146

•484

4, 038
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Schedule B-1

ADMINISTRATIVE EXPENSES

[Fiscal years ending June 30, 1945, 1946, and 1947]

Salaries and wages:
Directors' compensation
Officers;

President _

Vice president
Vice president and treasurer
Vice president and secretary.
Treasurer
Secretary and treasurer.
Secretary...

Employees:
Administrative, legal, and Internal

operations
Supervision of production credit asso-

ciations credits and collections
Supervision of production credit asso-

ciations accounting, fiscal, and pro-
cedures

Supervision of production credit asso-
ciations member relations and edu-
cational programs

Overtime compensation

Total
Travel expense
Rent and utility services.-
Communication services
Printing, binding, and office supplies
Equipment
General agent's expense
Insurance and fidelity bond premiums
Taxes
Miscellaneous

Subtotal
Payments to Farm Credit Administration

for services received;
Supervisory expense (assessment)
Examination expense (advance assess-
ment).

Total administrative expenses >...

Man-
years Amount

1. 6. 200
9.8 57,495
1. 5, 950
9. 6 65, 177

41.3 87,300

70. 1 230, 815

222. 3 935, 235
176, 792
55, 587
16, 824
7,500
889

102, 852
9,038
1,419

15,127

235, COS

8,297

Man-
years Amount

$18, 367

11.5 111,063
10. 4 74, 948
1.0 7,170
1. 7, 279

10.5 64,550
. 6 3, 635

9.5 58,444

41.4 101,467

71. 268, 589

225. 947, 425
200, 000
65, 260
19, 000
18, 000
16,281

110, 000
9,000
1,600

16,000

1, 392, 566

244, 646

7,600

$19, 048

11.5 113,435
10.6 78,388
1. 7. 175

1. 7, 700
11.0 69,805

10.5 65,660

41.4 103,713

76. 6 286, 004

238. 5 998, 384

211,000
56, 212
19, 000
23, 000
31,362
113,000
9,000

251,435

7,000

Schedule B-2

PERSONAL SERVICES

[Fiscal years ending June 30, 1945, 1946, and 1947]

By grade



REGIONAL AGRICULTURAL CREDIT CORPORATION OF WASHINGTON, D. C.

Creation and Purpose

Following an extreme credit stringency during 1930-31,

the Reconstruction Finance Corporation was created Jan-
uary 22, 1932 (47 Stat. 6), with authority to make loans

to aid in financing agriculture, either directly or by way
of discount or rediscount of obligations. Section 201 (e)

of the Emergency Relief and Construction Act of 1932,

approved July 21, 1932, extended the power of the Recon-
sti'uction Finance Corporation by authorizing it to estab-

lish a regional agricultiu-al credit corporation in any Fed-
eral land bank district (now Farm Credit Administration

district) where the need existed (12 U. S. C. 1148). Under
that authority, 12 regional agricultural credit corporations,

1 in each Federal land bank district, were chartered dur-

ing September and October 1932, to make loans to farmers

and stockmen for agricidtural purposes.

These corporations were supervised and controlled by
the Reconstruction Finance Corporation until May 27,

1933, when such supervision and control was transferred

to the Farm Credit Administration by Executive Order

6084, dated March 27, 1933. The Farm Credit Ad-
ministration has administered, supervised, and directed

the activities of the regional agricultural credit corpora-

tions since that date. Effective July 1, 1939, the Farm
Credit Administration and the Corporation were placed

within the Department of Agriculture, and are now under
the general direction and supervision of the Secretary of

Agriculture, pursuant to section 401, part 4, reorganiza-

tion plan No. 1, dated April 25, 1939.

As a result of the creation of the production credit sys-

tem and the reestablishment of lending by commercial
banks it became apparent that in some land bank districts

the lending activities of these corporations could be cur-

tailed and in some cases discontinued without detriment
to the farmers. Accordingly, the Farm Credit Act of 1937
authorized the consolidation or merger of the regional

agricultural credit corporations (12 U. S. C. 1148c). By
a series of mergers these corporations were merged into

the Regional Agricultural Credit Corporation of Washing-
ton, D. C, the only regional agricultural credit corpora-
tion now in existence. The last of these mergers occurred
on January 31, 1944.

Financial Organization

Originally the capital stock of the regional agricultural

credit corporations was subscribed and paid for by the
Reconstruction Finance Corporation, as authorized by
the Emergency Relief and Construction Act of 1932 (12

U. S. C. 1148). The stock was held by the Reconstruc-
tion Finance Corporation for and on behalf of the United
States until March 22, 1938, when by Executive Order
7848, it was ordered transferred to the Secretary of

the Treasury to be held for and on behalf of the United
States. All of the stock of the Corporation is now held
by the Secretary of the Treasury, but the supervision and
control of the Corporation is vested in the Farm Credit
Administration. * However, the' -Reconstruction Finance
Corporation continues to pay the administrative expenses

of the Regional Agricultural Credit Corporation of Wash-
ington, D. C, as provided by section 201 (e) of the act of
July 21, 1932 (12 U. S. C. 1148). During the period from
the organization of the regional agricultural credit cor-
porations through June 30, 1945, the Reconstruction Fi-
nance Corporation advanced $21,221,756 for the payment
of expenses incurred by the regional agricultural credit
corporations, this amount being reflected as paid-in surplus
on the comparative statement of financial condition of the
Corporation which follows the textual material (exhibit
C).

The original capital stock issued by the 12 regional
agricultural credit corporations in 1932 amounted to

$36,000,000; additional stock issued during 1932 and 1933
increased this amount to $44,500,000 which represented
the maximum amount outstanding at any time. By
April 30, 1938, the corporations had returned $39,500,000
of their capital to the United States Treasury where it

was held in the revolving fund set up under section 84
of the Farm Credit Act of 1933 (12 U. S. C. 1148a). This
revolving fund was available for use in increasing the
capital of any regional agricultural credit corporation.
In February 1943, when the Regional Agricultural Credit
Corporation of Washington, D. C, entered upon a pro-
gram of making loans to finance increased production of

foods and fibers needed to meet war requirements, the
$39,500,000 in the revolving fund was utilized to increase
the capital of the Corporation to enable it to carry out
its food production financing program. During the fiscal

year 1945, $44,400,000 of capital was repaid to the re-

volving fund, leaving $100,000 outstanding on Jxme 30,
1945.

The Corporation is authorized to rediscount eligible

paper with the Reconstruction Finance Corporation,
Federal reserve banks, and the Federal intermediate
credit banks (12 U. S. C. 1148). The Corporation is

also authorized to borrow (other than by way of discount)
from the Reconstruction Finance Corporation or any
Federal intermediate credit bank (12 U. S. C. 1148b).
The Corporation has not recently utilized this authority,
and except for imforeseen emergencies does not contem-
plate a need for borrowing funds during the fiscal year
1947.

Analysis of Budget Program by Major Activities

In appraising the budgetary requirements of the Cor-
poration for the fiscal year 1947 it is assumed that agri-

cultural conditions having a bearing on collection of loans
will not change substantially and will be as favorable as

they are today, and that if loans are made they will be
limited to restricted areas. The level at which these
activities were carried on during the fiscal year 1945 and
the projected level for the fiscal years 1946 and 1947 are
shown in the financial statements immediately following
the textual material.

Food -production loans and advances.—Under Executive
Order 9280, issued December 5, 1942, the Secretary
of Agriculture was made responsible for establishing pro-
grams to obtain production of the increased quantities

of food necessary to meet war requirements. To provide

341
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complete and positive assurance that there would be
adequate credit to finance the extraordinary production

of food, the Secretary, in January and February 1943,

authorized the Corporation to make available to farmers

additional credit to supplement that available from exist-

ing sources. Accordingly, two types of credit were made
available to farmers, namely F-1 loans and F-2 special

war crop advances.
The loans and advances were made through the county

war boards and loan representatives selected from per-

sonnel of the various agencies of the Department of

Agricultm-e. However, the functions of servicing, ac-

counting for, and collecting these loans and advances are

now performed for the Corporation principally by the

emergency crop and feed loan offices of the Farm Credit

Administration under the general supervision of the

district vice presidents of the Coi-poration.

With the enactment of restrictions on the operation of

this progi-am in section 2 of the Department of Agi'icid-

ture Appropriation Act, 1944 (57 Stat. 428), active lend-

ing operations under this program were discontinued after

June 30, 1943, except for commitments already outstand-

ing and further loans and advances to aid in the collection

of outstanding loans and advances.
Through June 30. 1945, the aggregate amoimt of credit

extended through F-1 loans and F-2 (special war crop)

advances totaled $68,939,653 (including renewals). Dur-
ing this same period repayments amounted to $59,989,521

;

charge-offs $82,911, F-2 cancellations $2,845,394, and
transfers to acquired secm'itv or collateral $157,666, a

total of $3,085,971, leaving "$5,864,161 outstanding at

the end of the period. During the fiscal year 1946, it is

expected that advanc<^s and renewals to aid collection

will amount to $250,000 and that dm-ing the same period

the Corporation will charge off and cancel loans in the

amount of $904,741, transfer to the acquired security

account $45,259, and receive in repayment $2,050,161.

For the fiscal year 1947, it is estimated that advances
and renewals will amount to $100,000, whereas charge-

offs and cancellations will amount to $1,220,000, and
$500,000 will be received in repayments, leaving a balance

of $1,494,000 outstanding at June 30, 1947.

Restricted area loans.-—Pursuant to section 2 of the

Department of Agriculture Appropriation Act of 1944

(57 Stat. 428) and subsequent years, the Secretary of

Agriculture, beginning in October 1943 and from time to

time thereafter, has authorized and directed the Regional
Agricultural Credit Corporation of Washington, D. C,
to make loans to finance the production of specified crops

and livestock in certain regions in various States desig-

nated as regions in which such loans were necessary in

order to finance the production of crops or livestock that

otherwise would not be produced.
These loans are secured by a first lien on the crop or

livestock financed and such additional collateral as is

deemed necessary to afford reasonable assurance of re-

payment. A certificate of refusal of the loan by a bank
in the county and the production credit association

serving the area is required before the Corporation will

consider the application for a loan. Through June 30,

1945, the Corporation had made loans under this program
amounting to $6,498,935 of which $1,744,676 was still

outstanding on that date. It is forecast that about
$3,000,000 will be advanced during each of the fiscal years

1946 and 1947. During the same period $5,211,983 will

be collected and $1,693 charged off, leaving a balance of

$2,531,000 outstanding at June 30, 1947.

Wenatchee fruit loans. —In 1941, the Regional Agricul-

tural Credit Corporation of Salt Lake City, Utah, which

was later merged with the Regional Agricultural Credit
Corporation of Washington, D. C, established a branch
office at Wenatchee, Washington, to make loans to fruit

growers in the north central area of the State of Wash-
ington. This branch office was opened at the urgent re-

quest of local organizations of fruit growers, bankers, and
merchants after it had become impossible to obtain the
necessary credit from other credit institutions operating
in the area. The Regional Agricultural Credit Corpora-
tion went into the Wenatchee area after careful study by
the Department of Agriculture and the local Land Use
Planning Committee. Financing by the Corporation was
combined with general horticultural supervision for the
rehabilitation of orchards in the area. At June 30, 1945,
the loans made to that date aggregated $30,005,686 and
the balance outstanding was $1,787,879 (12 U. S. C. 1148).

As a result of improvement in the agricultural lending
field and the projected entry of a local privately owned
credit corporation into active financing of apple growers
in Wenatchee the active lending operations of the Corpo-
ration in this program are to bo materially resti'icted for

the 1946 season. Unless unforeseen adverse agricultural

conditions make it advisable for the Corporation to rein-

state its lending program it is anticipated that the staff of

the Wenatchee office will be reduced by July 1, 1947, to

the mijaimum number required to service any loans then
outstanding and to otherwise wind up the affairs of that

office.

The Corporation expects to advance $4,550,000 during
the fiscal year 1946 and collections of $5,787,879 are fore-

cast for the same period. Advances for the fiscal vear
1947 are forecast at $650,000 and collections at $1,100,000,
which would leave a balance outstanding of $100,000 at

June 30, 1947.

Other loans.—The original loan program of the regional

agricultural credit corporations was initiated upon their

organization in 1932 (12 U. S. C. 1148), and in May 1934
was placed in orderly liquidation by the Farm Credit
Administration as a result of improvement in the agricul-

tural lending field and the establishment of the production
credit system.
The unpaid principal balance of these loans outstanding

on June 30, 1945, amounted to $111,751. It is forecast

that collections of $70,751 and $1,000 will be made in the

fiscal years 1946 and 1947, respectively, and that $20,000
and $10,000 will be charged off in the same periods, leaving

a balance outstanding on June 30, 1947, of $10,000.

Operating Results

Durmg the fiscal year 1945, programs carried on by the

Corporation resulted in a net loss of $337,315 after pro-

visions for all foreseeable losses and adjustments of valu-

ation reserves. For the fiscal year 1946, it is estimated

that a net loss of $277,330 will be sustained and that the

loss for 1947 will amount to $258,700. As a result of the

losses expected during the fiscal years 1946 and 1947 it is

estimated that the Corporation will reflect a deficit of

$7,529,082 on June 30, 1947 (see exhibits B and C).

Financial Condition

Loan account. —On June 30, 1945, there were, exclusive

of sales contracts, notes receivable, etc., and advances to

borrowers, 14,520 loans outstanding, amounting to

$9,508,467, of which 13,022 represented food production
loans, 761 represented restricted area loans, 599 repre-

sented Wenatchee fruit loans, and 138 represented other

loans made prior to January 1, 1943. The reserve main-
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tained against the loan account on June 30, 1945, is con-
sidered adequate to cover probable losses under reasonably
normal conditions.

Government securities.—The investment in Government
securities on June 30, 1945, amounted to $326,020. These
securities are held as investments of the special reserve
fund for fruit loans; the Corporation holds no investments
of its own. No material changes are anticipated during
1946 and 1947.

Return of capital funds to the Treasury.-—No additional

retirements are anticipated at this time, since the capital

stock has been reduced to the nominal amount of $100,000.

Administrative Expenses

Administrative expenses of the Corporation include the
cost of liquidating food production loans and advances
and other loans, and the active lending operations of the
Wenatchee branch office and the restricted area program.
However, provision has not been made for the costs of

audits by the General Accounting Office, pursuant to

Public Law 248 (79th Cong.) since bases for making such
an estimate are not available. Estimated total adminis-
trative expense (exclusive of expense refunds applicable
to prior years) of $642,000 for the fiscal year 1946 and
$441,000 for the fiscal year 1947 when compared with the

actual for 1945 of $709,172, reflects a reduction of $67,172
for 1946 and $268,172 for 1947. (For further details see
statement of income and expense, exhibit B; and schedules
B-1 and B-2.)
The budget program for 1947 contemplates a continu-

ance of the existing arrangement whereby the costs of
administration are paid by the Reconstruction Finance
Corporation (12 U. S. C. 1148). However, it is believed
that administration would be simplified and over-all
economies in record keeping would result if the Regional
Agricultural Credit Corporation operated entirely from
its own resoiu-ces. Legislation terminating the present
arrangement and providing for the payment of costs of
administration (including supervision and examination by
the Farm Credit Admmistration) from the resources of

the Regional Agricultural Credit Corporation, effective

July 1, 1947, will be proposed to the Congress.

Language

The types of j/rograms set forth in the 1947 budget of the Regional
Agricultural Credit Corporation (12 U. S. C. 1148), within the Junds
available to it, are approved: Provided, That the operations of said
Corporation shall be subject to the provisions of section 2 of the general
provisions of the Department of Agriculture Appropriation Act, 19.',7.

{Act of Dec. 6, 1946, Public Laxo 248.)
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated

FUNDS APPUED
To make loans to farmers:

Food production loans and advances _-.

Restricted area loans _

Fruit loans, Wenatchee area

Other loans -.- - -..

Sales contracts, notes receivable, etc. (net)

To operating expenses:

Administrative expense (see schedule B-1) _

.

Expense credits and prior year adjustments.

Exchange lees paid ._.

To acquisition and improvement of acquired security or collateral

To repayment of paid-in capital, TJ. S. Treasury

To investment in U. S. Government securities (special reserve fund, fruit loans).

To net decrease in other liabilities ,

To increase (or decrease*) working capital _ _

Total funds applied.

FUNDS PROVIDED

By repayments of principal of loans and advances:

Food production loans and advances. -

.

Restricted area loans

Fruit loans, Wenatchee area

Other loans _ -.

Sales contracts, notes receivable, etc. (net)

.\dvancesfor borrowers (net)

By operating Income:

Interest on loans.. --.

Interest on sales contracts, notes receivable, etc.

Fee and other income

By nonoperating income: Recoveries on assets charged ofl.

By sale of acquired security or collateral:

Carrying value of acquired security or collateral sold...

Gain on sale of acquired security or collateral...

By capital and surplus subscription: U. S. Treasury (through Reconstruction Finance Corpo-

ration) - -.- J -

By sale of investments in U. S. Government securities (special reserve fund, fruit loans)

By net decrease in land, structures, and equipment

I^ess net decrease in reserve included in administrative expenses -

By net decrease in other assets

By net increase in other liabilities.

Total funds provided

$1, 665; 629

3, 386, 174

7, 550. 829

6,119

9.164

$250. 000

3, 000, 000

4, 550, 000

$100. 000

3, 000, 000

650. 000

709. 172

•141.790

569, 870

134, 453

44,400,000

326. 020

603, 867

48, 292

•34, 660. 900

326,000

260

2, 558, 162

9, 103. 952

4, 658, 708

8, 228, 006

86, 966

4,683

387, 096

1,121

57, 883

6,611

6,641

446, 100

32,104

500.000

236. 007

2, 095, 420

2, 162, 983

5, 787, 879

70. 751

5,497

4,248

243, 680

1,000

41,288

11,074

11, 074

285, 968

32,000

.142, 073

326, 020

500, 000

3, 049. 000

1, 100, 000

1,000

3.000

2,000

164,000

800

22,000

326,000

1,084,300

4, 665, 000

419,000

326,000
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Exhibit B
COMPARATIVE STATEMENT OF INCOME AND EXPENSES

[Fiscal years ending June 30, 1945, 1946, and 1947]
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Exhibit C
COMPARATIVE STATEMENT OF FINANCIAL CONDITION

IAs of June 30, 1944, 1945, 1946, and 1947]



REGIONAL AGRICULTURAL CREDIT CORPORATION OF WASHINGTON, D. C. 347

Schedule A-1

CHANGES IN WORKING CAPITAL AND DEFERRED ITEMS

[Fiscal years ending June 30, 1945, 1946, and 1947]
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Schedule C-1

STATUS OF LOANS RECEIVABLE"

[(As of June 30, 1944 aDd 1945)



DEPARTMENT OF COMMERCE
INLAND WATERWAYS CORPORATION

Creation and Purpose

The chartering of the Inland Waterways Corporation in

1924 was an outgrowth of needs which became apparent in

inland water transportation during the period of the first

World War. By the Federal Control Act of March 21,

1918, the Dii-ector General of Raih-oads was authorized

to expend necessary funds for the purchase, construction,

utilization, and operation of transportation facilities on
inland watei-ways. In accordance with this authority,

the Director General commandeered substantially all pri-

vately owned vessels on the inland waterways and initiated

a construction program of new floathig equipment. Under
the terms of the Transportation Act of 1920, the functions

exercised by the Railroad Admmistration were transferred

to the Secretary of War and operated as the Bureau of

Inland and Coastwise Waterways Service. By 1924 it had
become evident that this operation could not be effectively

carried on by a typical Government administrative bureau.

Accordingly, by an act of Congress, June 3, 1924 (49

U. S. C. 151), the Inland Waterways Corporation was
created. The Corporation was operated under the direc-

tion and supervision of the Secretary of War until 1939,

when it was transferred to the Department of Commerce.
The chief purpose and objective of the Inland Water-

ways Corporation is to demonstrate the feasibility of water

transportation on the inland rivers and to extend the

benefits of this service to the people of the United States.

The Corporation is to carry out the policy of the Congress
in continuing the transportation services until: (a) there

shall have been completed navigable channels as author-

ized by Congress; (6) termmal facilities shall have been
provided on such rivers reasonably adequate for joint rail

and water service; (c) there shall have been published and
filed under the provisions of the Interstate Commerce
Act, as amended, such joint tariffs with raU carriers as

shall make generally available the privileges of joint rail

and water transportation upon terms reasonably fair to

both raU and water carriers; (d) private persons, com-
panies, or corporations engage, or are ready to engage, in

common carrier service on such rivers. The Corporation
has no specified term of existence. However, it is pro-

vided in the enabling legislation that as soon as these

conditions shall have been met the facilities of the Corpo-
ration are to be sold to private enterprise when such trans-

fer can be made to the best advantage of the Government
(49 U. S. C. 155).

In addition to the usual general officei-s, appointed by
the Secretary of Commerce, the Corporation's operations

are supervised by an advisoi-y board. This board con-

sists of a chairman plus six membei-s. Each of these

six members is selected by the Secretary of Commerce
and each one must be a recognized business leader in his

commimity. The bylaws of the Corporation provide that

each of the six members of the advisory board shall

represent one of the several sections of the country served

by the Inland Waterways Corporation, shall serve for 5

years, and shall receive no compensation for their services

other than per diem and travel.

Financial Organization

The Corporation originally had an authorized capital

stock of $5,000,000. In 1928, this was increased to

$15,000,000 (49 U. S. C. 152). Of this amount,
$12,000,000 has actually been appropriated through the

Secretary of the Treasury and made available to the Cor-
poration. In addition to this capital stock of $12,000,000,

the Corporation also has paid-in surplus in excess of $10,-

000,000. This paid-in surplus consists of the 1924

appraised value of the equipment and facilities turned

over to the Corporation by the War Department at the

time of its creation. The Corporation has no authority

to issue bonds or other long-term debt obligations. A
statement of the financial condition of the Corporation is

shown immediately following the textual material (ex-

hibit C).

Analysis of Budget Program by Major Activities

Estimating the budgetary requirements of this Corpora-
tion for the fiscal year 1947 is particularly difficult due to

the aftermath-of-war adjustments. The Corporation is

at present experiencing drastic reductions in war-related

tonnage, and it is not at all certain how rapidly it can go

about recovering the normal peacetime tonnage lost dur-

ing the war period. This tonnage includes such items as

sugar, iron and steel products, farm machinery, etc.

These items were in short supply during the war period

and the demand for them dictated the abandonment of

water transportation in favor of faster though more
expensive transport media. The following discussion

presents the Corporation's requirements as accurately as

possible on the basis of current information. The level

at which the various activities of the Corporation were
carried on during fiscal year 1945 and the projected level for

the fiscal years 1946 and 1947 are sho\vn in the statement

of sources and application of funds in the financial state-

ments immediately following the narrative (exhibit A).

common carrier operations

The Corporation makes a separate accounting for its

Mississippi River operations and its Warrior River opera-

tions. However, there are numerous operating conditions

and general economic factors that are equally applicable

to both operations. In the foliowmg discussion these

general factors will be discussed first and a more specific

statement as to the operations of the two divisions will

follow.

As has already been indicated the recent war period

resulted in a profound alteration of several phases of the

Corporation's operations. First, there was a material

shift hi traffic from merchandise toimage to bulk tonnage.

The result of this shift was a decrease hi labor hours per

ton of freight handled. Second, the level of wages of em-
ployees increased by approximately 35 percent, while

wages of some classes of emploj'ees increased by as much
as 75 percent. Thus, when the merchandise tonnage lost

349
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to the Corporation during the war is again available, labor

cost per hour will be considerably higher than before the

war, and labor hoiu-s per ton ol freight handled will be

higher than during the war. Third, the Corporation sold

to^the Reconstruction Finance Corporation much of its

newer floating equipment, thus enabling the Beconstruc-

tion Finance Corporation to begin more quicldy certam

of its emergency wartime activities. This transaction had

the effect of materially mcreasing the average age of

floating equipment units in ojieration. Fourth, the ex-

treme urgency of concentratmg a maximum effort on

immediate problems resulted in considerable tleferred

maintenance for both terminal and floating equipment.

The consequence of the latter was the appearance of

numerous inefficiencies that will have to be weeded out

as rapidly as possible. A final alteration brought about

by the war was that the direction of flow of the bulk of

the tonnage handled became more pretlominantly up-

stream and consequently more inibalanced.

On the Mississippi division, it is anticipated that operat-

ing revenues will d^rease from an all-time high of more

than $8,250,000 in 1945 to less than $7,000,000 in 1946.

From this point it is estimated that revenues \v'ill increase

to $7,700,000 in the fiscal year 1947. Operating costs, on

the other hand, will decrease by only a little more than

$100,000 in 1946 from the 1945 level. Likewise, operat-

ing expenses will increase by onlj^ a little more than

$100,000 durhig 1947. The explanation of this dilTerence

in behavior as between revenues and expenses is, first, that

a large part of the cost of operation is relatively fixed in

nature, and second, that a higher percentage of merchan-
dise traffic will require a relatively larger expenditure of

labor with an attendant increase in costs. As a result of

these changes in revenues and expenses, the result of the

Mississippi division operation will be a 1946 loss of

$800,000, as compared with a $450,000 profit in 1945. In

1947 this loss wiU be reduced to $112,000. If the develop-

ment of normal peacetime traffic should proceed more
rapidly than now contemplated, and if the introduction of

new and improved techniques in cargo handling at ter-

minals and in barges results in greater economies than can
now be foreseen, this result might be materially improved.
The vv^ater operation of the Warrior division of the

Corporation's operation has alwaj's been an unprofitable

one. On the basis of present estimates the years 1946 and
1947 will show somewhat greater losses than past years.

It is anticipated that on this division reveimes will not
significantly change in 1946 and 1947 as compared with
1945. On the other hand, expenses will rise materially

in 1946, duo to the return of merchandise freight. The
1947 expenses will decline by a small amount. The re-

sult of this operation will be that this division will show a

gross loss of $275,000 in 1947, with total revenues of

$225,000.
The unfavorable operatmg result depicted above will be

somewhat mitigated by the fact of additional income in

the year 1946, when it is anticipated that the Corporation
will receive a total of $250,000 from interest, dividends,
and profit from security sales. In 1947, on the other
hand, the latter two sources of additional income will

yield no income to the Corporation while mcome from
the first source wOl be reduced from $72,000 to $20,000.

LOANING .\CTIVITIES

The Corporation is authorized to make loans where such
loans will contribute to the improvement of transportation
facilities along the inland waterways (49 U. S. C. 141).

These loans may be made to any State, mimicipality, or

transportation company. The Corporation currently has

three such loans outstanding. There have been no new
loans granted for several years and none are in prospect

for the fiscal year 1947. However, it is contemplated

that approximately $24,000 in principal will be repaid in

each of the fiscal years 1946 and 1947, an amount slightly

in excess of actual repayments during 1945.

RESEARCH AND DEVELOPMENT

Pursuant to the terms of the enabling legislation, the

Corporation is required to carry on such experimentation

and research as will be contributory to the general develop-

ment in inland waterways transportation (49 U. S. C.

142). Many types of equipment and facilities for river

operations have been developed and tested. Many were
found to be beneficial to transportation companies and
were adopted, while others were discarded as impractical.

Due to the more pressing urgency of wartime transporta-

tion needs, this activity was eliminated during the war.

Duruig the 1947 fiscal year this phase of the Corporation's

activities will be resumed.

CHARTERING OPERATIONS—RECONSTRUCTION FINANCE
CORPORATION

Shortly after the outbreak of hostilities, the Inland
Waterways Corporation entered into an agreement with

the Defense Plants Corporation to supervise the con-

struction and conversion of vessels for wartime use.

In a subsequent agreement, the Corporation was made
a chartering agent for the operation of approximately 425
barges and 21 towboats. All expenditures in connection

with these operations were reunbursed by the Recon-
struction Finance Corporation. The need no longer

exists for these activities as now constituted. The resid-

ual function for fiscal year 1947 will consist of maintaining

and servicing the remaining Defense Plants Corporation
fleets, consisting of 50 vessels, negotiating cash settle-

ments with charterers, accepting return of the off-charter

vessels, and other sundry activities.

PURCHASE OF EQUIPMENT

For the fiscal year 1946, the Corporation plans to

expend some $750,000 for additional equipment. These
expenditures will in effect restore a part of the floating

equipment turned over to the Reconstruction Finance
Corporation during the war. The expenditure of these

funds has been approved by the Secretary of Commerce
and the purchase of new equipment through the use of

these funds wfll have been completed by June 30, 1946.

During 1947, the Corporation plans to expend in excess of

$2,500,000 for new equipment, most of which will be
Government surplus equipment. These expenditures

would go somewhat bej^ond restoration of the fleet to

prewar capacity and would in part take the form of

retirement of a portion of the fleet now in operation.

The necessity for this retirement stems from the fact that

certain units of the Corporation's fleet are thought to be
beyond the point of efficient use. The Corporation is

now conducting a complete study of its capital requhe-
ments.

Operating Results

During 4 of the first 6 years of its history, the operations

of the Corporation resulted in losses. Beginning with

1930, however, the Corporation achieved a net income
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each year through 1938, with the exception of 1934.

Beginning in 1939 the operations of the Corporation again
went into the loss column and losses have been sustained
continuously since that time. For the year 1945, the loss

amoimted to $193,000, an amount roughly typical of

losses for the 4 or 5 years previous to that year. Dui'ing

1946, however, it is estimated that the Corporation will

lose $1,500,000. This year will represent the low point
in the Corporation's net financial operation, a year in

which war-induced freight will have almost completely
disappeared and during which normal prewar freight will

not yet have been shifted back to the barge line. The
over-all result of operations during the fiscal year 1947
will be a loss of $1,000,000. Substantial losses will pos-
sibly continue each year until such time as the operating
equipment of the Corporation is substantially modernized.
(See exhibit B for complete details on operating residts.)

The Corporation operates on 3,100 mUes of inland
rivers servicing 20 tei-minals with 27 towboats and 272
barges. In the 21 years of its existence it has attracted a
substantial amount of private capital to transportation
operations on inland rivers. The difference between
charges paid during this time on traffic routed via the

Corporation and all-rail charges amounts to approxi-
mately $42,000,000. From 1924 through 1945, the Cor-
poration haided 40,000,000 tons of freight. In addition
one of the major accomplishments of the Corporation
over a period of years that is not reflected on financial

statements is that the presence of the Corporation on the
inland rivers has served as a stabilizer of rates ia the
Mississippi Valley.

The statute creating the Corporation requires that it

continue operation until it shall have accomplished sev-

eral specific things. These requu-ements are set forth m
detail above. Insofar as the lower Mississippi is con-
cerned these accomplishments have by and large been
achieved. With respect to the upper Mississippi River,

including the Missouri and Illinois Rivers, it is antici-

pated that these accomplishments will have been generally

advanced by the end of fiscal year 1947. However, on
the entire Mississippi River system the history of the

last few years has been that no private conmion carrier

has developed a type of common carrier service similar to

that developed by this Corporation. With respect to

the Warrior River, it is quite doubtful that private enter-

prise can operate successfully on a common carrier basis

until more tonnage has been attained and higher rates

secured.

Financial Condition

Profits made by the Corporation between 1930 and
1938 enabled the Corporation to build up an earned sur-

plus in excess of $2,500,000 in 1938. Losses sustained

since 1938 through 1945 reduced this surplus to slightly

in excess of $100,000. Operating losses in 1946 and 1947

will turn this surplus of $100,000 into a deficit of almost

$2,500,000. As a result, the financing of operations will

necessitate some liquidation of Government securities.

(For full details see exhibit C.)

In view of the fact that the principal assets of this

Corporation are physical properties having a relatively

long life, its real financial condition, as distinguished from
its book condition, is determined through a comparison
of the appraised value of the assets with their value as
shown by the books. The bulk of the assets of the Cor-
poration are currently depreciated on the basis of a 33)3-

year life as approved by the Interstate Commerce Com-
mission. This 3-pcrcent rate has not been charged uni-
formly during the Corporation's existence, however, and
as a result the Corporation's books do not show the full

amount of depreciation that would have accrued at this

rate. In addition tliere is a strong possibility that the
proper service life of this type of equipment is not 33)3

years but rather 30 years or even 25 years. If this is the
case, the amount of underdepreciation will be still greater,

and as a result the Corporation's property will be still

further overvalued.

government securities

As of Jmie 30, 1945, the Corporation had an investment
in Government securities amounting to $6,600,000. This
investment represented primarily the investment of de-

preciation reserves although a part of it represented the

investment of proceeds from the sale of equipment to the

Reconstruction Finance Corporation. During 1946 and
1947, it is anticipated that this investment will be reduced
by approxmiately $4,600,000. A part of this reduction

will be used for operating expenses in view of the corporate

deficit to be incurred in 1946 and 1947. Another part

will be required for the purchase of additional equipment.

Administrative Expenses

This expense covers the general supervisory staff en-

gaged in over-all supervision of the programs carried on
by the Corporation. During the calendar year 1944, the

administrative staff performing these functions expended
177 man-years of personal service, which with other re-

lated costs of administration resulted in a total expenditure

of $581,000. 'The administrative organization was some-

what smaller dming the calendar year 1945, but the an-

ticipated expansion of the Corporation's activities in fiscal

year 1947 will require some expansion in the administra-

tive staff. (For further details see statement of Lacome

and expenses, exhibit B, and schedule B-1.)

The expenditures of $714,000 for administrative expenses

will allow some expansion in staff, and will also permit an

increase in salaries in line with the Government's wage

policy. The expanded staff will make it possible for the

Corporation to make administrative and operating studies

of numerous aspects of the Corporation's operations.

These will include an investigation of terminal facilities,

cargo handling techniques, and administrative procedures,

and will be undertaken for the purpose of eliminating in-

efficiencies in operation.

Language

The types of programs set forth in the 1947 budget of the Inland

Waterjcays Corporation, within the funds available to it, are approved.

(Act of Dec. 6, 1945, Public Law 248.)
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 1945, 1946, and 1947]

FUNDS APPUED

To operating expenses: Administrative expenses (see schedule B-1)

To purchase of plant and equipment (see schedule C-2)

To purchase of Government securities (par value $3,475,000)

To chartering operations—Reconstruction Finance Corporation (contra).

To increase (or decrease') working capital (see schedule A-1)

Total funds applied..

FUNDS PROVIDED

By repayment of principal of loans (see schedule C-1).

By operating income:

Mississippi division:

Revenue from operations.

Less: Direct cost of operations. __

Gross profit (or loss*) . -

Add depreciation.

Warrior division;

Revenue from operations

Less: Direct cost of operations-

Gross profit (or loss*).

Add depreciation

Additions to reserve for self insurance less payments..

Interest earned on investments --

Dividend received from subsidiary..

By nonoperatint; income: Profit on sale of investments- - - --

By sale of plant and equipment: Funds and salvage from equipment retired.

By sale of Governmen t securities

:

Par value - -

Amortization of premiums

By recoveries of amounts written off in prior years —
By Reconstruction Finance Corporation reimbursements (contra).

Total funds provided..

$548, 9C4
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Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSES

[Fiscal years ending June 30, 1945, 1946, and 1947]
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

I
As rif June 3(1, 1944, 194S, 1946, and 1947]
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Schedule A-1

CHANGES IN WORKING CAPITAL

(Fiscal years ending June 30, 1945, 1946, and 1947]

194fi, estimated 1947, estimated

Current assets (increase or decrease*) :

Inventories: Supplies and materials held for sale

Accrued interest receivable: Accrued interest on investments..

Accounts receivable: Customers* accounts

Cash; On hand and in banks -'.

Prepayments:

Rents paid in advance

Prepared insurance 1

Prepaid maintenance ,

Current liabilities (increase • or decrease) :

Accoimts payable

Reserves: Other operating reserves -

•120.812

80,675

6, 391

184, 614

Increase in working capital..

Decrease in working capital.

•$8, 296

•9, 405

76,044

•449. 121

275

•$2, 500

77, 899

320,000

Schedule A-2

REVENUE FREIGHT TONNAGE BY AREAS

(Fiscal years ending June 30, 1945, 1946, and 1947)

Area
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Schedule B-1

ADMINISTRATIVE EXPENSES
[Calendar jcars 194-i, 1945, and tlio fiscal year ending June 30, 1947]

By accounts
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Schedule B-4

ANALYSIS OF TRANSPORTATION EXPENSES

[Fiscal years ending June 30, 1945, 1946, and 1947]
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Schedule C-2

INVESTMENT IN PROPERTY AND EQUIPMENT

[As of June 30, 1945, 1946, and 1947]



WARRIOR RIVER TERMINAL COMPANY

Creation and Purpose

The Warrior River Terminal Company was incorpo-
rated January 18, 1926, under the laws of the State of

Alabama, as the Port Birmingham Railway Compan}^.
By amendment to its charter February 12, 1926, the
name was changed to Warrior River Terminal Company.
Since June 19, 1926, all capital stock of this Corporation
has been owned by the Inland Waterways Corporation.

This company was formed for the purpose of acquiring
the standard gage switching line extending from the river

bank at Port Birmingham, Ala., to Ensley, Ala. This
facility was accjuired on May 1, 1926. The purchase of

the stock of this Company by the Inland Waterways
Corporation was necessitated by the unsatisfactory inter-

change relations between Warrior River barge line oper-
ators and the railroad, this road being the only means
available to river operators for receiving freight from and
delivering freight to the Birmingham district.

Financial Organization

The Company originaUy had an authorized capita]

stock of $150,000. Only $100,000 of this amoutit had
been paid in at the time the Inland Waterways Corpora-
tion acquired ownership of the outstanding stock. By
amendment to the Company's charter the capital stock
was increased to$l,250,000 in 1931, all of which was issued
and purchased by the Inland Waterways Corporation.
Both of the purchases of stock made by the Inland Water-
ways Corporation were approved by the Interstate
Commerce Commission. In addition to its capital stock,

the Corporation also has paid-in surplus in the amount of
approximately $100,000. This paid-in surplus represents
a grant from the Federal Emergency Relief Administration
of Federal Works for replacement of trestles with steel

spans. The Company has no outstanding bonds or other
long-term debt obligations. A statement of the financial

condition of the Company is shown immediately following
the textual material (exhibit C).

Analysis of Budget Program by Major Activities

switching operations

The Company's activity is exclusively devoted to its

common carrier operation. During the war the Company
suffered a decline in tonnage and revenues due to a reduc-
tion in receipts from and deliveries to water carriers. A
large part of this reduced tonnage was I'egained during
fiscal year 1946. In the year 1947, most of the remainder
of these losses should be recouped. During 1945, the Com-
pany made a gross profit of $50,000. It is anticipated
that in 1946 this will be increased to in excess of $80,000
and that in 1947 the Company will achieve a gross profit

of almost $200,000. (For full details see exhibit A.)

purchase of plant and equipment

The Company has undergone extensive rehabilitation

over the past several years. This rehabilitation is illus-

trated by a program of replacement of 80-pound rail by
100-pound rail. This program of rehabilitation slackened
considerably during the war period but is expected to be
continued strongly in the immediate postwar period.

During 1945, only $1,400 was expended for plant and
equipment. This amount will be increased to $5,000 in

1946, and to $100,000 in 1947. The bulk of this $100,000
will be used for the purchase of an additional locomotive
to make possible the handling of the increased coal

tonnage that is in prospect for that year.

PAYMENT OF DIVIDENDS

Tlie Company has an almost continuous record of
dividend payments in recent years. Normally it pays to
the Inland Waterways Corporation a 6 percent dividend
or $75,000. With earnings somewhat depressed during
the war, continued payments resulted in a reduction of
surplus available for dividends to approximately $65,000.
Dividend payments during 1946 will reduce this still

further to $52,000. In order to retain funds for use in
its postwar rehabilitation program the Compan}^ does
not plan to declare a dividend in 1947. Profits that
would have been available for dividends will be tempo-
rarily invested in Government securities pending their

expenditure for plant and eciuipment.

Operating Results

This Company's operations are normally profitable.

In the year 1945, its net income amoimted to $31,000.
In 1946, this is expected to increase to $61,000, while in

1947 a $176,000 net income is expected. These amounts
are almost exclusively the result of common carrier oper-
ations. (For full details see exhibit B.)

Financial Condition

Coiporate profits during the years of the Company's
existence enabled it to accumulate a total earned surplus
in the amount of $472,000 as of June 30, 1944, after the
pajanent of dividends on capital stock. In the fiscal

years 1945 and 1946, earned surplus will decrease slightly,

although the Company will pay in those years a 6 percent
dividend. During 1947 the Company anticipates that
its eariu'd surplus will build up to almost $600,000. Of
this amount more than $360,000 is earmarked as having
been invested in property, while almost $230,000 will be
available for dividends and property rehabilitation. (For
full details see exhibit C.)

government securities

The Company uses its portfolio of Government securities

solely for the purpose of temporarily investing funds. At
the end of fiscal years 1944 and 1945 the amount of funds
thus invested was $50,000. During 1946, it is anticipated

that tills portfolio will be completely liquidated, while in

1947 the Company will invest $100,000 of its net earnings
in Government securities.

Administrative Expenses

This expense covers the general supervisory staff en-

gaged in over-all supervision of the programs carried on
by the Company. During the calendar year 1944 the

administrative staff performing these functions expended
2 man-years of personal service, which with other related

costs of administration resulted in a total expenditure of

$19,000. The administrative organization is expected to

remain constant during calendar year 1945 and fiscal year
1947. Related costs of administration will go up shghtly

in each of these years. (For further details see statement
of income and expenses, exhibit B and schedule B-2.)

Language

The types of programs set forth in the 1947 budget of the Warrior
River Terminal Company, within the funds available to it, are

approved, {Act of Dec. 6, 19^5, PuHiq Law 2^S.)

559
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated

FUNDS APPUED

To operating expenses, Administrative expenses (see schedule B-2).

To purchase of plant and equipment (see schedule C-1)

To purchase of Governnienl securities

To payment of dividends^

^ (or decrease') working capital (see schedule A-1)—

Total funds applied..

FUNDS PROVIDED
By operating income:

Revenue from operations

Less: Direct cost of operations..

$201,988

152, 202

Gross profit

Add depreciation..

49, 786

24, 224

Interest earned on investments

By nonoperating income: Profit earned on investments sold

By sale of plant and equipment: Funds and salvage from equipment retired..

By sale of Government securities:

Par value --

Amortization of premiums

By recoveries of amounts written off In prior years

Total funds provided.

$19, 213

1,354

75,045

75, 000

•20, 682

149, 930

$19. 200

6,000

75,000

56,383

$258, 000

177,800

80,200

24,400

$424,500

228,400

196, 100

25,200

$20,208

100,000

100,000

Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSES

[Fiscal years ending June 30, 1945, 1946, and 1947]
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[As of June 30, 1944, 1945, 1946, and 1947]
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Schedule B-1

REVENUE SWITCHING TONNAGE BY COMMODITIES
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Schedule C-1

INVESTMENT IN PROPERTY AND EQUIPMENT

(As of June 30, 1945, 1946, and 19471

Balance June 30, 1944

Additions through June 30, 1945-

Retirements and transfers through June 30, 1945.

Balance June 30, 1945

Additions through June 30, 1946.

Balance June 30, 1946- - -

Additions through June 30, 1947.

Balance June 30, 1947.,

Road

$1,348,086

1,341

1, 349, 389

6,000

1,354,389

Equipment

493,610

100,000

$1,849,916

1,341

1,851,218

5,000

1,856,218

100, 000

Schedule C-2

ANALYSIS OF DEPRECIATION RESERVE

(As of June 30, 1945, 1946, and 19471

Road

Balance June 30, 1944.

Additions through June 30, 1945

Balance June 30, 1945

Additions through June 30, 1946

Balance June 30, 1946

Additions through June 30, 1947

Balance June 30, 1947

1 Excludes $171 depreciation on tracks held under lease

$9, 224

5,821

15,045

5,821

20,866

5,821

$165, 916

18,403

184, 319

18, 579

202, 898

19, 379

$175, 140

' 24, 224

199, 364

24,400

223, 764

25,200





CARGOES, INCORPORATED

Cargoes, Incorporated, was originally oi'ganized under
the name of Sliips, Incorporated, its preferred stock being

purchased by the Reconstruction Finance Corporation
with funds allocated by the Office of Lend-Lease Adminis-
tration pm-suant to legislation defining the authorities

of these organizations (22 U. S. C. 411 et seq., and 15

U. S. C. 606b). The Corporation was taken over in

June 1942 by the Office of Lend-Lease Administration,

the Reconstruction Finance Corporation purchasing the

common stock with funds allocated by that Office. Exec-
utive Order 9380 of September 25, 1943, transferred the

Office of Lend-Lease Administration to the Foreign

Economic Administration. The Reconstruction Finance
Corporation held the common and preferred stock for the

account of the Foreign Economic Administration as

beneficial owner.
The purpose of the Corporation was to construct

experimental cargo vessels and other craft and to conduct

1 Under the terms of Ex-ecuti%-e Order 9630, approved Oct. 20, 1945, certain of the func-

tions performed by the Foreign Economic Administration, including those formerly

performed by this Corporation, were transferred to the Department of Commerce.

the research and testing necessary thereto during the

shipping crisis in the foi'epart of the emergency war
period. Liquidation of the Corporation has now been
completed and dissolution consummated with final

transfer of unexpended funds made to the Reconstruction

Finance Corporation on March 31, 1945.

ADMINISTRATIVE EXPENSES

[Fiscal years ending June 30, 1945, 1946, and 1947)

By objects





DEPARTMENT OF THE INTERIOR

THE VIRGIN ISLANDS COMPANY

Creation and Purpose

The Virgin Islands Company was established m 1934

to aid in effecting the economic rehabilitation of the

Virgin Islands and to promote the general welfare of the

people.

The island of St. Croix, on wliich the principal activi-

ties of the Company are conducted, is defined as a one-

crop sugarcane island for the reason that practically all

other agricidtural pursuits have failed with the exception

of the relatively small cattle business which now employs
only a few people. Prior to 1930, the West Indian Sugar
Factory, Ltd., was the principal grower and processor of

sugarcane on St. Croix. This company went into bank-
ruptcy in 1930, and a grave problem was created as the

substantial portion of the population of St. Croix depended
in large part on continued operations of the sugar industry.

From 1930 to 1934 the Government endeavored to

interest private industry in rehabilitating the sugar and
other industries within the Virgin Islands. Such attempts
proved fruitless, with the result that during the latter

part of 1932 and practically all of 1933, the Government
was forced to feed approximately 40 percent of the islands'

people through the Red Cross.

After a general survey of conditions in the islands, it

was concluded by the President and other interested

officials that the reestablishment of the rum industry

would be of the most practical assistance in improving
the economic situation. The National Industrial Recovery
Act specifically authorized extension of its benefits to

public works in the Virgin Islands and permitted the pm--

chase of property in connection with particular public

works projects. Accordingly, after consultation with
President Roosevelt, the Public Works Administrator

made an allotment of $1,000,000 in 1934 "for the rehabili-

tation of the sugarcane and rum industries of the Virgin

Islands." With these fmads were purchased part of the

properties formerly operated by the West Indian Sugar
Factory, 2 sugar mills, approximately 5,000 acres of land,

12 old slave villages, a distillery, a short railroad, and
other properties. The purchase and rehabilitation of

these properties was known as Federal project 16.

Simultaneously with the establishment of Federal proj-

ect 16, the Colonial Council for the Municipality of St.

Thomas and St. John, Virgin Islands, U. S. A., passed a

special ordinance appi'oved April 16, 1934, creating tlie

corporation known as "The Virgin Islands Company."
On November 26, 1934, the Secretary of the Interior

entered into an operating agreement with The Virgin

Islands Company, under which the Company operates

such properties acquired and rehabilitated under Federal

project 16 for the benefit of the people of the Vir-gin

Islands. This agreement has been amended from time to

time to include the properties of the St. CroLx abattoir

and the St. Thomas market, both of which were projects

of the Public Works Administration, identified as Federal

projects 17 and 18, respectively. The current operating

agreement expires November 2.5, 1949.

No functions of other agencies were taken over or sup-

plemented by The Virgin Islands Company at the time
of its creation.

Any governmental agency, private concern, or individual

may purchase the products of the Company, rent its equip-

ment, or otherwise have access to the services of the Com-
pany upon approval of the latter's dulj' authorized officers.

The Department of the Interior, in accordance with the

provisions of the operating agreement, is authorized to

repossess the properties operated by The Virgin Islands

Company at any time.

By virtue of the provisions of the charter and the pro-

visions of sections 6 and 7 of the trust agreement, the

Company is qualified as an instrumentality of the United
States to receive and administer work relief projects

financed by Federal funds.

During the year 1941, The Virgin Islands Company
developed a rural electrification project designated as the

"Rural Electric Division." This project provides electric

energy to the rural areas of St. Croix between the towns
of Christiansted and Frederiksted, including the United
States Army air base in St. Croix.

The Company cultivates approximately 3,000 acres of

sugarcane, maintains approximately 1,000 acres of pastur-

age, and grinds in its mills, in addition to its own cane,

that of about 525 independent growers. It has buUt and
maintains homes for laborers in its employ, also furnishing

them with subsistence plots; rents out tractors and other

equipment; operates a rock crusher used in local road
construction; supervises operation of an abattoir; provides

community houses used as nurseries during the day and
recreation centers in the evening; and operates a mad,
cargo and passenger carrying schooner plying between
St. Thomas and St. Croix.

Financial Organization

The capital stock of the Company consists of three

shares of $10 each, held in trust, as of June 30, 1945, by
the Secretary of the Interior, the Under Secretary of the

Interior, and the Governor of the Virgm Islands.

Prior to July 1, 1943, The Virgin Islands Company's
working capital was augmented by various contributions

from relief agencies which amounted to $879,326. How-
ever, since that date the Company has operated from
revenues obtained through the sale of its own commodities.

The only exception is the allocation of $20,000 from the

Federal Works Agency to be used solely for the main-
tenance and operation of the St. CroLx abattoir and the

St. Thomas meat market and cold storage plant.

Funds for the Rural Electric Division in the amount of

$275,000 were provided imder a loan contract and mort-

gage agreement executed by the Company with the Rural

Electrification Administration. Rates for electric power
are estabhshed on the basis of the operating results of the

project which is designed as a self-liquidating undertaking.

367
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Analysis of Budget Program by Major Activitiks

The Company expects to continue its four-fold program:
First, to expand and increase tiic growing of sugarcane on
St. . Croix to a point where it will be self-supporting.

It is estimated that by 1950 the island should be producing
about 80,000 tons of sugarcane per year which is, in the

opinion of management, the minimum that should be
handled ui order to make tlie sugarcane industry self-

supporting.
Second, the Company hopes to bring its rum business

back to a normal level; namely, manufacture and ship to

the contmental United States 100,000 cases of rum a, year
at whatever the prevailing pilces for this type of rum may
1)6 when the liquor business retuiiis to normal.

Third, the Company expects to maintain at about the

present level its assistance to small farmers in plowing their

land and furnishing cane seed. It expects to cooperate
with the cattlemen of the island in the operation of the

abattoir on St. Croix and the operation or leasing of the

St. Thomas market and cold storage plant on St. Thomas.
Fourth, the Company hopes to place its Rural Electric

Division on a sound financial basis by servicing additional

customers using electric energy and by assisting present

customers to obtain electrical appliances such as refriger-

ators, stoves, percolators, electric u'ons, etc., so as to raise

the individual consumption per user, thereby increasing

the sale of electric energy to a point where the Rural
Electric Division will be able to meet its obligations.

However, this cannot be realized duiing the fiscal years
1946 and 1947, as it is expected that the operation of this

Division will residt in a loss for both years.

Operating Results

During the fiscal year 1945, programs carried on by the

Company resulted in a net profit of $12,280, before de-

ducting income taxes which are estimated to be $6,496.

For the fiscal years 1946 and 1947, the profit is estimated
to be $173,200 and $175,200, respectively, before provid-
ing for income taxes which are estimated to be $50,000
for each year. This increase Ln profits results primarily
from the estimated mcrease m the sales of rum. It is

expected that the net loss from the sugar program, after

deducting for freight and lighterage out, will be $52,000
in 1946 and $59,000 in 1947. The operations of mis-
cellaneous progi-ams (Other) are expected to continue at

a loss of $11,000 for both 1946 and 1947. The sales from
electricity are expected to produce enough revenue to

cover the cost of sales. The losses on sugar and mis-
cellaneous programs, plus the opcratmg expense, will be
financed from the net profits on the sale of rum, which is

expected to be $277,000 for both 1946 and 1947.

Rum sales slumped during 1945 to $181,497, due to a
controversy over ownership of the Government House
Rum label and the refusal of the former distributor to

order shipments after July 1944. The rum contract with
that distributor expired in March, without renewal, and
at the end of June a new contract was negotiated with a
new distributor. It is expected that normal shipments
of rum will be resumed in 1946 and will continue through
1947.

Dm-ing the 1945 crop there were 44,725 tons of sugar-
cane ground, of which 41,578 tons were processed into

(a) 4,040 tons of raw sugar (sold to the Commodity Credit
Corporation at $3.46 per hundredweight, free on board,
St. CroLX

;
plus a support payment of 55 cents per hundred-

weight, a great portion of which was redistributed by the
Company to labor and the small grower as then- share),

and (6) 3,147 tons (plus 64,630 gallons of molasses) into

96,636 proof gallons of Government House Rum. There
still remain 175,000 gallons of molasses, produced dm'mg
the crop period, which will be processed into rum as the
Company inventories warrant it.

During 1945 tlie sugar program almost emerged from
the red. Less loss was incurred than ever before, attribut-

able to (1) ability to get the crop oft" in less time than
usual, and (2) the support payment from Commodity
Credit Corporation.

Field labor was increased from $1.36 to $1.60 a day,
effective at the beginning of the 1945 crop; however,
most of the cane v/as cut on tonnage rather than a per diem
basis enabling many of the more enterprising workers to

earn from $2.50 to $4.59 a day. The mcentive of more-
effort-more-pay created by contract work accounted for

the crop being taken oft' more quickly. The new wage
method of harvesting cane for the 1945 season was a de-
parture from the usual fixed day's pay and proved bene-
ficial to the laborers, the growers, and the Company.

Sugarcane cultivation increased 20 percent due, princi-

pally, to the Commodity Credit Corporation support pay-
ment of approximately 90 cents per ton of cane; and, on
the assumption that this subsidy wdl be increased to

$2.10 for the 1946 crop, considerably more acreage is

being optimistically turned into cane cultivation. This
increase will materially afl'ect the 1947 crop, ratlier than
the one in 1946.

Eft'ective January 1, 1946, field laborers were increased

to $1.84 on a per diem basis, and for piece rates the wages
will be $1 per ton for cutting cane, and 50 cents per ton
for loading cane. This increase is reflected in the pro-

jected operating statements for the fiscal years 1946 and
1947.

Durmg the fiscal year 1945 the Company paid $254,783
in salaries and wages. This expenditure is expected to be
$286,245 in 1946 and $333,245 in 1947. The increase is

due primarily to (1) the additional sugarcane cultivation,

and (2) the mcrease in wages to field laborers. Pay-
ments to field laborers constitute approximately 50 per-

cent of the total salaries and wages as shown in schedule

B-6.

Financial Condition

Inventories.—On Jime 30, 1945, the Company held an
inventory of $708,624, of which $387,151 represents rum
on hand, $128,028 the value of cane (growing) in fields,

and the balance represents other work in process and stores

held for sale or use. A reduction in the rum inventory of

approximately $85,000 is expected dm-ing the fiscal year
1946, and a fm-ther reduction of $100,000 in 1947.

Sugarcane (growing) will continue at the same level

through 1946 and 1947, and the value of the crop is ex-

pected to remain the same at the end of each of these

fiscal years.

Other inventories will be kept at the 1945 level.

All sugar produced during a fiscal year is expected to be
disposed of before June 30, of that year.

Long-term liabilities.—This represents $209,302 ad-

vanced from the Rural Electrification Administration to

finance the construction cost of the generating plant by the

Rural Electric Division of the Company as a self-liquidat-

ing project. No change is expected in this account in 1946

and 1947.

Capital surplus and reserves.—The paid-in surplus of

$888,431 represents funds made available to the Company
through allocations by various Governmental agencies and
has been applied to general operations.
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The reserve for contingencies represents the cumulative
profits, after provision for income taxes, set aside for emer-
gencies and contingencies such as chought periods, hm-ri-

cane, fires, etc., which might result in a crop failure, as well

as for shipment losses on sugar and rum. On June 30,

1945, the reserve amounted to $101,927. Future profits,

after provision for income taxes, are expected to be set

aside for contingencies mitil the sum of $500,000 has been
accumulated. A reserve of this amoimt is necessaiy in

order to carry the Company for a year in the event of a
crop failure.

The Virgin Islands Company pays to the municipality
of St. Croix and the municipality of St. Thomas and St.

John an amount equal to the taxes which would be payable
by a private corporation similai'ly situated. The author-
ity under which such payment is made is contained in

section 5 of the act of Congress approved May 26, 1936
(48 U. S. C. 1401d).
Under the provisions of the Company's charter, no divi-

dends, salaries, or profits may be used by, paid to, or
otherwise made available to any of its incorporatore or
holdei-s of its capital stock. All profits of the Compan.y
are to be used to rehabilitate the Virgin Islands and to

promote the general welfare of tbe people therein.

Administrative Expense

This expense covers the general supervisoiy staff and
expenses relating to the over-all supervision of the pro-
grams carried on by the Company. It does not cover
wages included in growing and harvesting of cane and in

the manufacture of sugar and rum, wliich wages are pri-
marily for native labor, paid on a per diem or piece basis.

During the fiscal year 1945, the admmistrative persoimel
performing staff' work consisted of approximately 43 em-
ployees.

Seventy percent of the administrative expenses for the
General Operations Division (schedule B-5) is distributed
to manufactuiing expenses. For 1945 the amount in-

cluded in operating expenses was $22,752 for the General
Operations Division and $3,935 for the Eural Electric
Division. This is expected to remain about the same for
1946 and 1947.

Language

The typea of programs set forth in the 1947 budget of The Virgin

Islands Company, within the funds available to it, are approved. {Act

of Dec. 6, 194-5, Public Law 24S.)
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated

FUNDS APPUED
To operating expenses:

Creneral Operations Division:

Interest ---

Administrative expenses (schedule B-5)

Rural Electric Division;

Interest

Administrative expenses (schedule B-5)-

To purchase of fixed assets

To losses on shipments of rum

To provisions for income taxes

: (or decrease*) working capital and deferred items (see schedule A-1)-,

Total funds applied.

FUNDS PROVIDED

By net profits on sales by General Operations Division:

Sales of sugar

Cost of sales (see schedule B-1)

Gross loss on sales

Add freight, lighterage, and selling expenses..

Sales of rum —
Cost of sales (see schedule B-1).

Gross profit on sales

Less freight, lighterage, and selling expenses..

Sales—other (see schedule B-2)

.

Cost of sales (see schedule B-2)

.

Total net profits on sales.

Add depreciation on buildings and equipment- -.

Deduct net increase in value of livestock

Deduct profit on sale of livestock included below.

Total funds provided from sales by General Operations Di'

By net profits on sales by Rural Electric Division:

Sales of electricity -

Cost of sales (see schedule B-3)

Gross loss on sales

Add depreciation on buildings and equipment.

By nonoperating Income:

General Operations Division.

Rural Electric Division

Bv sale of livestock:

Book value

Profit on sales

By salvage from retired fixed property (net)..

By capital donated for purchase of livestock..

Total funds provided..

4,651

3,935

181,497

57,546

123.951

10, 473

33, 305

46, 533

8.254

•2.019

22. 946

25, 764

$8,000

24,000

4.500

3,900

4.600

3,900

8,586

42,285

50,000

120,850

650,000

650, 000

500,000

200.000

300, OOU

23.000

31.000

42,000

600,000

600,000

600.000

200,000

300.000

23,000

30, 000

41. 000

9,000

•1,600

•100

25.000

25. 000

26,000

26,000



THE VIRGIN ISLANDS COMPANY 371

Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSES
[Fiscal years ending June 30, 1945, 1946, aud 1947]

ANALYSIS OF EARNED SURPLUS

Balance at beginning of fiscal year

Add: Net income for the year (above) - -

Deduct: Amount reserved for losses on sugar and other contingencies.

Balance at end of fiscal year.

.

$13,110

6,784

18, 894

$123, 200

123, 200
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[As of June 30, 1844, 1945, 1946, and 1947)
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Schedule A-1

CHANGE IN WORKING CAPITAL AND DEFERRED ITEMS

(Fiscal years ending June 30, 10-15, 1946, and 1947]

Current assets and deferred charges (increase or i

Cash

Appropriated funds

Accounts receivable

—

j

Inventories:

Sugar--- -

Rum in bottles-—
Rum in barrels

Work in process—Cane in fields, etc

Stores and supplies - -

Deferred charges- -

Current liabilities and deferred credits (increase*

Trade accounts payable - -

.

Accrued real-estate taxes-

Accrued inconie taxes

Accrued salaries and wages

Other accruals and payables

Accrued interest payable

Deferred credits

Increase in working capital.,

Decrease in working capital

-

1945, actual

$35, 963

•9,104

•329, 371

•189,407

854

124, 353

79, 138

•26, 782

•2, 345

201, 152

5,027

1,617

1946, estimated

$274, 573

•10, 895

•4, 072

•43, 504

•2, 376

3,064

1947, estimated

$177. 250

20,600

Schedule B-1

COST OF SALES—SUGAR AND RUM

[Fiscal years ending June 30, 1945, 1946, and 1947]
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Schedule B-2

ANALYSIS OF SALES AND COST—OTHER
[Fiscal years ending June 30, 1945, 1946, and 1947]

1945. actual 1946, estimated 1947. estimated

MISCELLANEOUS PROGRAMS
Sales of cane seed -

Rental ot trucks

Sales of hogs

Sales of mules --

Sales of cattle

Sale5 by central storeroom and maintenance department

Sales by Bethlehem storeroom and maintenance department

Rental of tractors

Schooner Flight:

Freight --- --

Passenger fare --- - - --

Miscellaneous ---

St. Thomas market and cold storage:

Sale of meat---

Sale offish

Cold storage rentals ---

Locker rentals

Cutting and grinding service--. ---

Wharfage ---

Miscellaneous income and expenses

Rentals of houses

Rentals of stores

Sale of alcohol - - --

Rental of weighting station, scales

Reimbursement for damage to sugarcane

Gasoline-tax refunds -

Rental of equipment -

Income, leased property;

Blacksmith shop

Poultry farm

Abattoir, St. Croix-

Miscellaneous sales

Gain in value of livestock...

Total-.

7,351

2,310

8,384

7,930

1,500

6.000

2. .500

3,014

1,300

1,300

4.000

7.045

2,300

8,000

7,000

1,500

6.000

3,219

1,300

$6S0

7go

8,345

7.000

Schedule B-3

COST OF SALES

[Fiscal years ending June 30, 1945, 1946, and 1947]

1946, actual 1946, estimated 1947, estimated

RURAL ELECTRIC DIVISION
Station labor

Operations labor

Operations supervision and engineering

Engine fuel

Lubricants-

Other operating supplies and expenses

Maintenance, labor. _ _

Maintenance, other

Property taxes.

Depreciation. _

Total

2,433

8,053

$7, 000

1,000

2,600

8,000

200

1,200

,$7, 000

1,000

2,600

8,000

200

1,200
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Schedule B-4

COST OF SUGARCANE AND OTHER DIRECT MATERIAL USED IN MANUFACTURING SUGAR
(Fiscal years ending June 30,





DEPARTMENT OF JUSTICE

FEDERAL PRISON INDUSTRIES, INC.

Creation and Purpose

Federal Prison Industries, Inc., was created, as an inde-

pendent agency, by Executive Order 6917, dated Decem-
ber 11, 1934, issued pursuant to the act of Jime 23, 1934
(18 U. S. C. 744i-n). Under this statute aiid the Execu-
tive order, the Corporation as of January 1, 1935, took
over the powers, duties and functions vested in the At-
torney General by the act of May 27, 1930 (18 U. S. C.
744a-h), and theretofore exercised by the Industries Divi-
sion of the Bureau of Prisons, Department of Justice.

Under section 3a of reorganization plan No. 2, effec-

tive July 1, 1939 (4 Fed. Reg. 2731; 53 Stat. 1433), the
Corporation (together with its board of directors) and its

functions were transferred to the Department of Justice

to be administered imder the general direction and super-
vision of the Attorney General.
The functions of the Corporation include the establish-

ment and operation of industries in the United States
penal and correctional institutions for the production of

articles and commodities for consumption in the institu-

tions or for sale to the departments and independent
establishments of the Federal Government and not for

sale to the public in competition with private enterprise.

The Corporation is required to diversify these industries

so *as to "reduce to a minimum competition with private
industry or free labor." It is further required to provide
such forms of employment as will give the inmates of the
institutions "a maximum opportimity to acquire a knowl-
edge and skill in trades and occupations which will pro-
vide them with a means of earning a livelihood upon re-

lease" (18 U. S. C. 744c).

The governing body of the Corporation consists of a
board of five directors appointed by the President of the
United States who hold ofRce at his pleasure and serve
without compensation. One member of the board repre-
sents industry, one labor, one agriculture, one retailers

and consumers, and one the Attorney General (18 U. S. C.
744j). The board is required by the statute (18 U. S. C.
744m) to make an annual report to Congress on the con-
duct of the business of the Corporation and the condition
of its funds.

Financial Organization

The Corporation has no capital stock. Its original

capital consisted of all assets under the jurisdiction of the
Industries Division of the Bureau of Prisons, Department
of Justice, transferred to the Corporation by Executive
Order 6917. The net value of these assets was $4,113,380.
As of June 30, 1945, the Corporation had received prop-
erty from other Government agencies without exchange of

fmids to a net value of $661,327. Earnings by the Cor-
portation from January 1, 1935, to June 30, 1945, total

$17,399,042.
All funds of the Corporation are deposited in the

Treasury of the United States in a special working capital

fund knowTi as prison industries fund. The Corporation
is authorized by its basic statutory authority to use this

fund as operating capital and for the purposes enumerated

in the act of May 27, 1930. Accounts of all receipts and
disbursements of the Corporation must be rendered to the
General Accountmg Office, which exercises the same
supervision over such transactions as in the case of any
Government department. The Corporation has no bor-
rowing or lending power (18 U. S. C. 7441).

A statement of financial condition is shown as Exhibit C.

Analysis of Budget Program by Major Activities

Inmate popvlation.—In appraising the budgetary re-

qiurements for the fiscal year 1947, it is necessary to
recognize that the scope of activities depends largely upon
the level of inmate population m the Federal penal and
correctional institutions. In conformity with the 1947
estimates for the Federal Prison System, the Corporation
estimates that the inmate population will increase from a
daily average of approximately 19,000 during the fiscal

year 1946 to an average of 21,000 during the fiscal year
1947. This hicrease will arise from an expected increase
in number of commitments by the Federal courts, exclud-
ing coiu'ts martial.

In addition, it is necessary for the Corporation to con-
sider at this time the possibility that at least 6,000 military
prisoners will be transferred from the War Department to

the jurisdiction of the Federal Prison System. Negotia-
tions are under way between the War Department and the
Department of Justice concerning such a transfer, which
would include transfer of certain disciplinary barracks in

which military prisoners are now confined. The Cor-
poration nrest be prepared to serve these additional
mstitutions.

The Corporation has two major programs, (1) the estab-

Ushment and operation of diversified industries, and (2)

vocational training of inmates.
Establishment and operation of diversified industries. —

Experience has showm that of the total inmate population,
approximately 14 percent are unemployable, being those
inmates who are old or crippled, those in quarantine or
isolation, the sick, and those awaitmg trial, transfer, or
release. Of the remaining 86 percent, about one-fourth,

or 21.5 percent of the total inmate population, are nor-

mally assigned to industrial operations of the Corporation.
During the fiscal year 1946, an average daily employment
of 3,700 inmates is expected, \\ hich will mcrease to approxi-
mately 5,600 m 1947. The remainder of the employables
are assigned to other Lnstitutional tasks supervised by the
Bureau of Prisons.

On March 1, 1946, 42 shops and industries were in

operation in 21 of the 27 penal and correctional institu-

tions. These shops and industries include such activities

as the manufacture of textiles and textile products,

clothmg, wood and metal furniture and minor equipment,
brushes and brooms, and the operation of laundries, food
processing plants, and printing shops. The policy of

diversification has been effected by limiting the size and
output of all types of operations, and establishing new
industries on a relatively small scale, manufacturing a

wider variety of products. The Corporation also provides

377
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employment in the construction, repair, and alteration of

buildings needed in carrying out its industrial and voca-
tional training programs. This worlt is likewise performed
by inmates under the supervision of civilian supervisors

and instructors.

These policies have reduced competition with the out-

side labor and industry to a negligible factor in any given
industry. Diversification also broadens the field in which
on-the-job vocational training can be given.

Since the surrender of Japan some shops engaged solely

in the production of war goods have been closed and others

have been changed to production of articles and com-
modities normally required by the Federal prisons and
other Government departments and agencies. This re-

conversion has resulted in some idleness and makes it

necessary to establish additional industries in some
institutions.

Salvage work has been done for the armed services

during the war years, notably at the MeNeU Island

Penitentiary, and may be extended to other existing

institutions during the remainder of the current fiscal

year. It will probably be the principal industrial opera-

tion at institutions transferred from the War Department,
as it is readily adaptable to institutions where ample man-
power is present but buildings and equipment for the

usual corporation enterprises are not available.

Construction of additional buddings and installation of

equipment to an estimated expenditure of $1,000,000, to

provide for expanded activities in subsequent years, will

be undertaken during the fiscal year 1947. This com-
pares with estimated expenditures of $750,000 m 1946,

and actual expenditures of $217,400 in 194.5. (See

exhibits A and C.)

Vocaiional training of inmates.—Vocational training of

inmates is conducted under the provisions of section 3 of

the act of May 27, 1930 (18 U. S. C. 744c). Since there

is some doubt as to the groups of inmates for whom such
training may be provided by the Corporation, a draft of

clarifying legislntion is being prepared by the Attorney
General for presentation to the Congress.

It is estimated that approximately 20 percent of the

inmates are suitable for intensive vocational training at

very high levels of skUl, and that another 25 percent are

capable of absorbing vocational or occupational training

at the lower skilled levels. These percentages maj^ m-
crease with the addition of the military prisoners.

The vocational training program has thus far extended
into little more than half of the penal and correctional

institutions. In no institution has the enrollment in

vocational training courses reached its potential maximum.
Enrollment during January 1946 totalled 2,499, which
compares with a projected enrollment of 6,500 in 1947.

However, application of the percentage of suitable

inmates to the estimate of population for 1947 mdicates
12,150 potential trainees.

During the current fiscal year the Corporation is

extending its vocational training program to include
agriculture. The farms at the various institutions in the

Federal penal system offer one of the best opportunities
for this training. This program will employ teachers who
will provide the mmates with both classroom and field

instruction in improved practical fanning methods. A
large number of inmates come from submarginal rural

commimities and the agricultural trammg program will

equip them to earn an honest living after release.

The statute states the Congressional intent that the

knowledge and skill gained by inmates through the

vocational_training_^program^shall become a means of

earning a livelihood when they are released, so that they
need not revert to criminal practices. To insure that the
inmates receive the ultimate benefit of their training, the
Corporation has undertaken the duty of placing trained
inmates with employers where the knowledge and skUl
acquired during training can be utUized. This job
placement is an essential part of the vocational traming
plan. Of the inmates trained and placed in outside
jobs, all but very few have been reestablished in their

communities and are now law abiding. This program
has succeeded in placing an average of 1,200 to 1,500
discharged prisoners each year.

For the fiscal year 1947, the Corporation plans to

extend vocational training to all mstitutions, to expand
the vocational training opportunities already available,

and to carry forward the vocational agricultural training

program. Although it cannot be expected in the peculiar

cu'cumstances of a program operated in penal institutions

that every potential trainee will be reached, the expansion
of the trainmg program contemplated for the remainder
of the fiscal year 1946 and throughout the fiscal year 1947
should be able to absorb an average of at least 6,500
mmates m trade, occupational, and agricultural training.

At this level, expenditures for 1947 are estimated at

$425,000, which compares with the esthnate of $275,000
durmg 1946 and actual outlay of $183,300 during 1945.

(See exhibits A and B, and schedule B-2a).

Operating Results

Duruig the fiscal year 1945 the industrial program car-

ried on by the Corporation produced income of $2,857,346,
after provision for losses and depreciation. These earn-

ings accrued from sales of $17,557,499. (See exhibit -B.)

It is anticipated that in the fiscal year 1946 sales will drop
to $12,000,000, and anticipated earnings to $1,705,000.

Actual sales for the first 6 months of the fiscal 3^ear were

$6,357,894, producing net earnings of $901,582. These
decreases occur because of cut-backs in war production,

lessened inmate productivity because of change in hours
of work from 48 to 35 hours per week, and similar factors

incident to postwar reconversion.

Sales aggregating $12,000,000 are estimated likewise for

the fiscal year 1947, which are expected to produce net

earnings of $1,645,000. While there will be an increase in

production flowing from the increased inmate employment
and the undertaking of new activities, this increase will no
more than oft'set the anticipated drop in production of

standard articles in existing industries and shops because

the war-created backlog of requirements for standard

articles will be met to a large degree before the end of the

fiscal year 1947. The decrease in net earnings is antici-

pated as a result of increase in costs.

The Corporation has adequate funds to finance its pro-

posed program for the fiscal years 1946 and 1947.

Financial Condition

Plant and equipment.—As of June 30, 1945, the net

value of plant and equipment was $4,164,000. Capital

expenditures of $1,750,000 during the fiscal years 1946

and 1947 wiU increase the value of these assets to $5,364,-

000 after deduction for depreciation. (See exhibit C.)

Plans for the fiscal years 1946 and 1947 include $500,000

for new construction for industrial operations at existing

institutions, $300,000 for machinery and equipment at

existing institutions, $250,000 for completion of building

projects already begun, $150,000 for new buildings pre-
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'doiniuantly vocational training in pui'pose, $200,000 for
machinery and equipment at institutions in which the
Coi-poration has no present activity, $100,000 reserve for

emergency rephicemcnts to buildings and equipment, and
smaller amomits for miscellaneous alterations, repairs,

and improvements at the several institutions.

Working capital.—Other capital assets consist of cash,
accounts receivable, commodity and materials, inven-
tories, and sundry items. These assets at the end of the
fiscal year 1945 were $19,136,000, and at the end of 1946
and 1947 are estimated to total $15,350,000 and $9,740,-

000, respectively. Offsetting liabilities approximate $1,-

130,000 in each year. (See exhibit C.)

Accounts receivable and sundry asset items are esti-

mated to remain at the 1945 amounts of $1,590,000 and
$54,000, respectively, for 1946 and 1947. The cash
account, however, will decline from the 1945 amount of

$13,870,000 to $10,061,000 for 1946 and $4,234,000 for

1947 because of estimated payments to be made mto the
Treasury of the United States.

Inventories of $3,622,000 for 1945 will increase to

$3,652,000 for 1946 and $3,762,000 in 1947. This results

from Corporation policy of building up a stock of finished

goods composed of standard items in demand by Govern-
ment agencies in order to permit prompt delivery.

Dividend payments to the Treasury.—The board of di-

rectors at their meeting on January 10, 1946, declared a
dividend of $4,774,707 to be paid into the Treasury of the
United States during the fiscal year 1946. The directors

have been requested to consider the payment of an addi-
tional dividend of $6,225,293 to be declared and paid into

the Treasury on or before June 30, 1947, which has been
reflected in the financial statements. The latter amount
will be derived entirely of the earnings from the labor of
inmates, as will such additional payments as will be made
in subsequent years. (See exhibits A and C.)

Administeative Expenses

This expense covers the salaries of the supervisory and
clerical staft' located in the District of Columbia, together
with the expenses of the central office. It does not include
salaries or expenses of employees assigned to production
or vocational training at the institutions, or other costs
distributed to manufacturing expense or cost of sales.
During the fiscal year 1945, 42.6 man-years were employed,
which with attendant expenses required the expenditure
of $175,600. Durmg 1946, with an increase to 45.9
man-years, an expenditure of $204,000 is anticipated.
In 1947 the Corporation will expand its central office

staff to provide supervision over the expanded industrial
and vocational training programs, and employ additional
accounting and auditing personnel to restore these serv-
ices to their prewar standards. In consequence, em-
ployment in 1947 is expected to increase to 60 man-years
and expenditures to $269,000. (See exhibits A and B, and
schedule B-2.)

Language
The types of programs set forth in the 1947 budget of Federal

Prison Industries, Inc., loithin the fnnds available to it, are approved.
(AH of Dec. 6, 194.5, Public Law 24S.)
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS
fFiscal years ending June 30, 1945, 1946, and 1947]

FUNDS APPUED
To operating expenses;

Administrative expenses (see schedule B-2) - _

Sales expenses --

To nonoperaling expenses: VocationaI.employmenr.and placement expenses (see schedule B-2a).

To purchase plant and equipment:

Buildings and improvements --

Machinery and equipment

To dividend payment to Treasury of the United States

To increase (or decrease*) worlfing capital (see schedule A-1).

To payment of accident compensation

Total funds applied.

FUNDS PROVIDED
By operating income:

Cost of sales (sec schedule B-1).

Gross profit on sales :.- _

Add depreciation (increase in reserves) __:

Add self-insurance charges. -.

By nonoperating income: Other income (net) mostly from sale of scrap and waste materials..

By manufacture and sale of donated items

Total funds provided..

$77. 588

139,900

17, 5,i7, 499

14,371.042

$175,633

222, 651

183, 304

$600. 000

150,000

2,743,165

7,597

$204, 444

114. 7S7

276, 000

750,000

4. 774, 707

•3. 779, 655

5,000

2,344,283

$800,000

2C0, 000

12,000,000

10,075,717

12, OOO. 000

10, 042, 375

3, 186, 457

273, 773

18,412

71, 196

3, 549, 838

146, 2,S0

425, 000

1, 000. 000

6, 225, 293

'.'•., 716, 774

5,000

2, 352, 625

1,957,625

275,000

100,000

20,000

Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSES

IFiscal years ending June 30, 1945, 1940, and 19471

Operating Income;

Cost of sales (schedule B-1)

.

Total operating income

Operating expenses;

Sales expense

Administrative expense (schedule B-2).

Net operating income...

Nonoperating income (net): Other income from sales of scrap materials, di.scounts earned

and allowed

Net profit before vocational expense

Nonoperating expenses: Vocational, employment, and placement expense (see exhibit B-

Transferred to earned surplus.

1945, actual

$17,567,499

14,371,042

222, 651

175, 633

2, 788, 173

69, 173

2, 857, 346

183, 304

$12,000,000

10,075,717

114,787

204, 444

1,605,052

100, 000

1,705,052

275, 000

1947, estimated

$12, 000, 000

10, 042, 37.1

145,280

268. 826

1,643,619

100,000

1,643,619

425, 000

ANALYSIS OF EARNED SURPLUS

Balance at beginning of fiscal year

Net income for the year (above)...

Plus net adjustments for the year.

Balance at end of fiscal year

$14, 697

2,674

27
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[As of June 30, 1944, 1945, 1946, and 1947]
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Schedule B-1

COST OF SALES

(Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual
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Schedule B-2

ADMINISTRATIVE EXPENSE

[Fiscal years ending June 30, 1945, 194C, and 1947]

Salaries and wages:
Officers:

Associate commissioner
Secretary
Assistant commissioner.-.

Employees:
Administrative, fiscal and accounting.
Engineei'ing and construction
Sales and purchasing
Overtime pay

Total salaries and wages
Travel expense
Schedule of products expense
Depreciation, machinery and equipment..
Publications
Freight, express, and parcel post
Machinery and building repairs

Office supplies and miscellaneous expense-
Payments for services received:

General accounting office for audit of

accounts --

Division of disbursement, Treasury
Department, for custody and dis-

bursement of funds

Less net credits received: From transfer of

N. y. A. surplus property, etc. by
Washington office

Total administrative expense.

Man-
years Amount

1 $7, 500
1 6,400
1 5, 200

17.4 43,466
13.2 46.540
9 25, 000

21, 576

I2. 6 15.5, 082
8,575
6,367

^181,324

5,691

175, 633

Man-
years Amount

1 $8, 760
1 7, 438
1 6, 020

19.5 53,929
14.4 58,426
9 29, 866

2,225

1,100
2,300
1,000

Man-
years Amount

1 $8, 750

215, 020
18,000
12, 000
1,200
2.400
1,000

100

2,500

10, 000

6,000

Schedule B-2.\

VOCATIONAL EXPENSE
[Fiscal years ending June 30. 1945, 1946, and 1947]

Salaries and wages;
Employees:
Superintendent J

Supervisor--
Directors of placement -.

Vocational supervisors
Vocational counselors and assistant
supervisors

Vocational instructors, etc
Part-time teachers
Night-work differential

Overtime Day

Total man-years, salaries and wages.
Travel expense
Inmate wages—indirect
Light, heat, water, and power
Telephone and telegraph
Depreciation—Buildings and machinery..
Factory supplies
Minor efiuipment and repairs

Office supplies and miscellaneous exiiense.
Freight, express, and parcel post.
Publications- -

Production training expense
Officers' uniform expense

I^ess: Reimbursement received from War
Department for welding services

Total vocational expense.--

$5. 800
4,000

13, 200
26, 924

27.2 96.753
4.108
1,439

12. 623
14.211

6.074

Man-
years

•'

1 $6. 440
1 5, 390
4 16. 650
9.7 38,071

3 9, 556

23.7 60,261
.8 4, 606

43. 2 153, 996
15,000
1,600
500

1.042

14. 000
20. 772
8,000
1,000

150

18. 000
39. 363
1.677

5,390
15. 550

66, 400

6 48. 560
4 146, 620
1.9 11,437

1,000
1.000

17

94. 9 301. 397
20. 000
1.500
600

1,500
14, 500
20. 000

Schedule B-2b

CONSOLIDATED SCHEDULE OF PERSONAL SERVICES

[Fiscal years ending June 30, 1945, 1946, and 1947)





DEPARTMENT OF STATE

INTRODUCTORY STATEMENT

Five corporations were created by the Office of titer-

Americaii Affairs to assist in carrying out tlie programs
of this war agency. These were created under authority
contained Ln the Third Supplemental National Defense
Appropriation Act, 1942, the First Supplemental National
Defense Appropriation Act, 1943, and the National War
Agencies Appro])riation Act, 1944. Executive Order
9710, signed April 10, 1946, transfers these corporations
to the Department of State as of May 20, 1946. All cor-

porations were incorporated under the laws of tlie State
of Delaware. Funds have been provided by the Office of

Inter-American Afl'airs. These corporations have not
been operated for profit, and losses reflected in the 1947
budgets represent depletion of capital.

Three of the corporations will be in dissolution during

fiscal year 1947. One, the Inter-American Navigation
Corporation, will be completely liquidated in February
1947 and two others, the Institute of Inter-American
Transportation and Prencinradio, Inc., will begin the
required 3-year dissolution period by the end of the cur-
rent fiscal year. Programs being carried on by the re-
maining corporations, the Institute of Inter-American
Affairs and the Inter-American Educational Foundation,
under agreements with Latin-American countries will be
completed during fiscal year 1949. Although these cor-
porate activities of the Office of Inter-American Afl'airs

are being concluded, certain aspects of the program wOl
be confilmed as part 'of the long-range program of cooper-
ation with the other American Republics under the leader-
ship of the Department of State.

THE INSTITUTE OF INTER-AMERICAN AFFAIRS

Creation and Purpose

The Institute of Inter-American Affairs was created un-
der the laws of the State of Delaware on March 31, 1942,

pursuant to authority contained m the Thu'd Supplemental
National Defense Appropriation Act, 1942 (55 Stat. 818).
This Corporation is a Government controlled, nonprofit,

membership corporation.
The general purposes of this Corporation, as set forth

ui its certificate of incorporation, are to aid and improve
the health and general welfare of the peoples of the West-
ern Hemisphere in collaboration with theu- governments.
These purposes have been and are being accomplished by
helping to solve critical health, sanitation, and food prob-
lems, the control and solution of which are essential to the
economic development of the Western Hemisphere; to

provide assistance which will expedite the procm'ement of

strategic and critical materials; to offset serious economic
dislocations, and to carry out a health and sanitation pro-

gram based upon Resolution 30 of the meeting of the min-
isters of foreign afl'airs of the American Republics held in

Rio de Janeiro, Brazil, January 15-28, 1942. During the
first half of the war period, the operations of the Corpora-
tion were directed toward those activities and programs
which aided the war effort, such as health and sanitation

and food production measures around the air and military

bases of this country in the other American Republics and
in areas from which strategic and critical materials essen-

tial to the war effort were being obtamed. During the

last half of the war period, increased emphasis was placed

on activities and programs which dhectly aid the economic
development of the other American Republics, such as the

general impi'ovement of health and sanitation conditions

and the introduction of improved methods of agriculture

so as to raise the general living conditions in those coun-
tries. The principal purpose of the work of this Corpora-
tion is now the carrying on of health and sanitation and
food supply programs which will aid in hemisphere devel-

opment and trade expansion which will help create

6889B0—16 20

additional emplojnnent both m the United States and in

the other x\mericas.

The principal acti\dties of the Corporation are conducted
in cooperation with the other American Republics in

accordance with the terms of agreements entered into
with then' governments. The agreements usually provide
for the programs to be performed by cooperative services

established within the framework of the particular minis-
try or department concerned, i. e., ministry of health or

ministry of agricultm-e. Provision is also made for the
programs to be approved and conducted by mutual agree-
ment of the parties to the agreement under the general
supervision of the cliief of party of the technical mission
sent to the particular country. The cooperative agi-ee-

ments provide for contributions by both parties of funds,
materials, and services, and arrangements are being made
for the governments of the iVmerican Repubfics to assume
increasing and ultimately complete responsibility for

carrying on the progi'ams with their personnel and funds.

Financial Organization

The Corporation has been financed hj grants made by
the Office of Inter-American Afi'airs. The total amount
granted is $65,262,883, of which amount $54,806,173 has
been paid over to the Corporation. The remainder,

$10,456,710, is to be paid over in subsequent fiscal years

in accordance with the cash needs of the Corporation in

carrying out its programs, and when appropriated for this

purpose will be applied to contract authority granted the

Office of Inter-American Affairs in the fiscal year 1944 and
obligated during that year by the execution of grants-m-

aid to the Corporation for the cooperative programs.

Also, m the case of one country, the fund contributions of

the local government amomiting to $250,000 are taken
into the Corporation and disbursed directly by it. In the

cases of the other comitries, however, the fund contribu-

tions of the governments of the other American Republics

amounting to $22,588,991 are disbursed by the cooperative

385
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service established within the framework of the local

governments, through which the cooperative program is

carried out. Contributions, other than cash, are also

made by the other American Republics to the cooperative
service, estimated value of which is $3,959,167. The
total contributions to cooperative programs by the other
governments mider the two systems described above total

$26,798,158, or 50.6 percent of the amount committed by
the Corporation for such programs.
No funds have been borrowed or securities issued by the

Corporation. The transactions of the Corporation from
its mception have been audited by the General Accoimt-
ing Office, under an arrangement made with the Comp-
troller General at the begimiing of the fiscal year 1944.

The Corporation is now subject to audit by the General
Accounting Office, under the provisions of Pulilic Law 248,

79th Congress, entitled the "Government Corporation
Control Act."

An.\lysis of Budget Progr.mvi by Major Activities

The budget program of the Corporation during the
fiscal year 1947 will continue at about the same level as

in the fiscal year 1946. During the fiscal year 1945, there

were 28 cooperative agreements in effect; during the fiscal

year 1946, 26 were in effect, and during the fiscal year
1947 there will be 23 in eft'cct. (In addition, during the
fiscal year 1947, the Corporation will take over certain

transportation missions, rail and highway, for completion
and liquidation, which prior to that fiscal year were
directed and financed b}^ the Office of Inter-American
Afl'airs.) The cooperative programs, and other expenses
related to such programs, amounted to $13,371,157 during
the fiscal year 1945, and are estimated at $8,946,334
during the fiscal year 1946, and $7,513,040 durmg the
fiscal year 1947. The requirements of the Washington
office (general administrative and the expenses of the
operating divisions) have been estimated for the fiscal

years 1946 and 1947, taking into consideration the num-
ber of cooperative agreements in effect durmg those
years with an allowance for a reasonable period after

termination of any cooperative agreements for the com-
pletion of operating, legal, and fiscal records and files and
documentation of accomplishments. The active programs
are discussed below, and pertinent financial data are set

forth in the statement of sources and application of funds
(exhibit A) and the statement of income and expenses
(exhibit B).

HEALTH AND SANITATION PROGRAM

As a result of the third meeting of the ministers of

foreign affairs of the American Republics at Rio de
Janeiro in January 1942, the Institute of Inter-American
Affairs, as a representative of the United States Govern-
ment, entered into international agreements to aid and
improve the health and general welfare of the people of

the Western Hemisphere in collaboration with 18 of the
other American Republics in the following chronological
order: Ecuador, Brazil, Haiti, Paraguay, Costa Rica,
Nicaragua, El Salvador, Honduras, Peru, Bolivia, Guate-
mala, Colombia, Panama, Venezuela, ChUe, Mexico,
Dominican Republic, and Uruguay. Under extended
agreements, operations are continuing in all countries
except Panama, where the program terminated in Sep-
tember 1945. Under the present terms of the cooperative
agreements with the other countries, programs will termi-
nate on various dates during fiscal years 1947, 1948, and
1949.

Expenditm-es of the Corporation, exclusive of Wash-
ington administration, for health and sanitation coopera-
tive programs and other expenses related to such pro-
grams amounted to $10,758,781 in fiscal year 1945.
It is estimated that sunilar expenditures durmg fiscal year
1946 will amount to $7,411,841 and duriiig fiscal year
1947 to $6,277,509. Total expenditures of the Corpora-
tion, under and related to health and sanitation coopera-
tive agreements, from the inception of the Corporation to
the end of the programs are estunated at $48,539,526.
Contributions, m cash and m kind, of local govermnents
under health and sanitation agreements durmg the entire

cooperative program are estunated at $22,700,432.
As of December 31, 1945, 583 health and sanitation

projects carried on under cooperative agreemients had
been completed and 480 wei'e in an active status, or a
total of 1,063 distributed as follows: 233 (including 181
completed) mvolvmg the construction or improvement of

buildings used in the field of public health, 414 (including

255 completed) in the field of sanitary engineering, and
416 (including 147 completed) involvhig medical activities.

The projects now operating, as well as those which will be
inaugurated in the future, are planned so that all work
will be completed by the termination dates of the agree-

ments as currently established. During the remainder of

the program, the construction activities will be on a much
smaller scale and will emphasize the erection or improve-
ment of buildmgs for the use of the local agencies engaged
in public health activities. Operation of completed
structm'es will take a more promment phase m the pro-

gram, together with health education, prevention of

disease, and general sanitation.

Training of South and Central American technicians is

playing an integral part in all programs by providing a

stafi' of national technicians to carry on the public health

and sanitation activities after the expiration of the

Institute program. This is being accomplished both by
training of national doctors, nurses, and engmeers in

graduate schools of the leading miiversities in the United
States, and by working with Noith American technicians

both in their own countries and in the United States.

This type of trauimg gives the Latin-American tech-

nicians a broad knowledge of American methods and
products.
The most recent information available mdicates that in

connection with the cooperative health and sanitation

programs there were 10,743 national personnel employed,
of whom 340 were physicians, 145 engineers, 166 nurses,

1,262 other technical and clerical personnel, 965 practical

nurses or sanitary inspectors, and 7,865 local workmen.
Practically all of this personnel is employed by the

cooperative services through which the programs are

carried on. United States citizens numbered 204, includ-

ing 22 physicians, 47 engineers, 8 architects, and 39 nurses.

The Institute of Inter-American Affairs has also author-

ized the allocation of funds for a number of special health

projects. These are not under the general supervision of

the cooperative services but supplement the public health

program by cooperatmg with other Public Health agen-
cies. Some of these are under the immediate direction of

the Pan-American Sanitary Bureau. These special funds
have made provision for such activities as the typhus
control project in Mexico, the study of onchocerciasis in

Mexico and Northei'ii Guatemala (to prevent the spread
of the disease along the Pan-American highway), the use

of penicillm in the treatment of yaws ui Haiti (in coopera-
tion with the Surgeon General's office of the United States

W^ar Department to determine the value of such treatment
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and control of the disease in relation to other areas in the
world where United States military operations might be
carried out), and the aid provided to the Pan-American
Sanitary Bureau to compile vital statistic and epidemio-
logical information in the other American Republics.
The enthusiasm and support of the other American

Republics has been manifested not only by their requests
for extensions of agreements but also by substantial

mcreases, inider the extended agreements, in their con-
tributions, which exceed or equal those of the Corporation.

FOOD SUPPLY PROGRAM

The objectives of this program are as follows: (1) to

increase the production of food crops for local consump-
tion; (2) to demonstrate ways of improving the level of

living and increasing the purchasing power of the people,
thus contributhig to the economic stability of neighbor
countries and evidencing that the niter-American program
continues.

The fiscal years 1945 and 1946 saw the wartime emer-
gency character of the food supply program change from
one of direct concern with the successful prosecution of

the war to operations emphasizing the improvement in

chronic economic conditions that had been aggravated by
war and will continue critical in the immediate postwar
years.

In July 1945, the need for agricultural assistance by the
United States was recognized by the thiixl mter-American
conference on agriculture at Caracas, Venezuela. In its

final act, it stated that the work of the Institute of Inter-

American Affairs and the United States Department of

Agriculture has been beneficial "(a) in promoting the
production of food; (6) in facilitating technicians and new
agricultural techniques; (c) in furthering technical educa-
tion and development by the interchange of students
* * *." It further stated: "This collaboration should
be continued so that it may render the maximum possible
benefits * * *."

In each country in which the food supply progi-am has
operated, the type of program to be undertaken has been
set forth in a cooperative agreement. The agi-eement pro-
vides the general basis for the program, and specific

project agi'eements executed imder the provisions of the
cooperative agreement describe in detail the work to be
done. Wilde choice of projects depends on local needs
and circumstances, problems of food supply are neverthe-
less similar in all of the other American Republics. Proj-

ects involve: (1) demonstrating improved methods of irri-

gation, dramage, erosion control, land clearing and prepa-
ration, (2) training of nationals to carry on future activities,

(3) assisting local producers in obtaining seed, fertilizer,

insecticides, etc., (4) initiating or strengthening agricid-

tural education and extension programs, (5) assisting in

construction of food storage facilities and improvement of

distribution and marketing systems, and (6) demonstrating
improved methods of livestock and pasture management.
During the fiscal year 1946 the food program in Hon-

duras was ended with the termination of the agreement
and the work continues under the Honduras Agricultural
Department, created as a result of the program. In
Brazil, the American technical mission was withdrawn,
following the decline in need for food production for

American forces and rubber workers. Funds were not
available to continue a program to achieve the longer
term objective of agricultural improvement and to provide
technical help in the transition period. Programs con-
tinue in Haiti, Costa Rica, Panama, Peru, Paraguay, and
Venezuela. With the exception of Panama, which is

being terminated by June 30, 1946, these programs will be
continued tlu-ough the fiscal year 1947. As a result of a
request of the Department of State, it is likely that a
limited technical mission to Bolivia wiU be attached to the
present field party of the Inter-American Education
Foundation, Inc., another corporation of the Office of
Inter-American Affairs.

Program expenditures, including expenses related to
cooperative programs, but exclusive of Washington
administration, aggregated $2,076,370 in the fiscal year
1945, and are estimated at $1,186,559, in the fiscal

year 1946, and at $989,477 in the fiscal year 1947. Total
program expenditures, including expenses related to
cooperative programs, from the inception of the coopera-
tive programs to the presently established termination
dates of the agreements, are estimated at $9,179,349. As
compared with this, the cooperating local governments
have or wdl contribute, in cash and in kind, $4,097,726 to
the programs.
The encoui'aging tendency of local governments to

increase their cash participation makes possible the con-
tinuation of the remaining programs operating with
proportionately smaller United States financial contribu-
tions. The 3 years' experience gained in conducting
operating programs in these coimtries indicates clearly

that such programs are of real benefit in promoting
economic stabUity and progress.

EMERGENCY REHABILlT,\TION

The expenditures under this heading relate to certain

emergency operations in Ecuador and Honduras, which
were undertaken by the Corporation at the beginning of

the fiscal year 1943. The program in Ecuador was
developed under the direction of the Department of State

and the Corporation, with the approval of the Bureau of

the Budget, and involved rehabilitation of the Province of

El Oro which was devastated during the Peruvian-Ecua-
doran boundary dispute, flie work involved related to

such medical, sanitation, agricultural, and other related

activities as were needed to rehabilitate the province.

The program in Honduras was undertaken in coopera-
tion with the Honduran Government and at the request
of the Department of State to alleviate a serious unem-
ployment situation created by the cessation of banana
exports due to the lack of shipping during the latter part

of calendar year 1942. A program was planned and
carried out for the repair and reconstruction of sections

of the highway between Potrerillos and the Lake Yojea
area, the purposes being to provide immediate useful

employment for temporarily unemployed laljorers, to

contribute to the improvement of existing means of inter-

ocean transportation, and to materially benefit agricul-

tural and other activities in the interior of the country.

The initial program was slightly expanded to complete
the highway by continuing construction around Lake
Yojea, which is a bottleneck in the interocean connection

from Puerto Cortez to the Gulf of Fonseca.

The expenditures during the fiscal year 1945, amount-
ing to $55,110, related to the winding up of the two
programs.

TRANSPORTATION PROGRAM

This program is one which has been carried on by the

Office of Inter-American Affairs but which is being taken

over for liquidation by the Institute of Inter-American

Aft'airs in fiscal year 1947. It involves the carrying on to

completion of transportation missions and training proj-

ects started by the Office of Inter-American Affairs in fiscal
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year 1946, funds for which have been provided the Insti-

tute of Inter-American Affairs by the Office of Inter-

American Affairs.

The objective of this program is assistance to the other

American Republics, tlirougli missions of technicians and
provision of instructional opportunities for officials, in

luaintairing, modernizing, and developing their transpor-

tation systems so as to provide a basic factor (adequate

and economical traiisportation) so essential to raising their

standard of Uving and increasing their Imying power.

Also, from the standpoint of the United States, advan-

tages accrue from participation in programs to improve
transportation facilities in the other American Republics.

During fiscal year 1947, the rail and highway missions

now in operation, or assigned to work in Colombia, Vene-
zuela, and Ecuador, will be carried on to completion, in. so

far as funds are available. Estimated expenditui-es for

this type of work are $41,054. Also, there will be con-

tinued the trainmg projects which mvolve the bringing to

the United States for tours of inspection officials of the

local, national, or state governments connected with

transportation.
GENERAL

The expenditures under this heading pertain principally

to certain over-all special projects which are carried out in

conjimction with or to supplement the cooperative health

and sanitation and food supply programs. The two largest

projects, making up most of the total involved, are (1) a

motion picture project, the purpose of which is to supple-

ment the field programs with appropriate educational films,

and (2) construction of certain buildings and facilities for

the Inter-American Institute of Agricultiu-al Sciences at

Turrialba, Costa Rica. The latter project is in coopera-

tion with the Pan-American Union and the Department of

Agricultm-e, and the Corporation's part is being carried out

at the specific request of the Department of State pursuant

to arrangements initially approved by the Bureau of the

Budget.
Operating Results

Dm-ing the fiscal year 1945, operations carried on by the

Corporation resulted in a net expenditm-e of $13,748,614.

Inasmuch as this Corporation is not operated for profit,

this represents, in fact, depletion of capital. The deple-

tion of capital during the fiscal year 1946 is estimated to be

$9,609,427, and during the fiscal year 1947, $8,377,882.

Financial Condition

The capital of the Corporation is derived principally

from grants-in-aid made by the Office of Inter-American
Affairs from funds appropriated or authorized by the

Congress for the programs carried on by the Corporation.

The Corporation has been required to absorb, within its

present capital, expenses which were not estimated for or

contemplated at the time the Office of Inter-American
Affaii-s obtained funds in the form of cash appropriatioiis

and a contract authoiization of $18,000,000, the latter in

fiscal year 1944, to be used in providing the capital of the

Corporation. Some of these expenses are overtime, pay
increases under the new pay act beginning July 1, 1945,

and a larger than anticipated share of direct adminis-

trative costs. Also, beginning with the fiscal year 1947,

the Coi-poration will be required to pay its pro rata share

of over-all fiscal, legal, pei-sonnel, and other supervisory

services which were previously financed by the Office of

Inter-American Affairs. (See further statements on this

matter under the heading. Administrative expenses.)

Taking aU of these factors into consideration, and with
provision for all known expenses through June 30, 1949,

6 months after the termination of the Corporation's

field programs, it is estimated that the Corporation has a

reserve for contingencies of only $41,603. It is to be
noted, however, that this does not provide for a complete
liquidation period of 3 years as will be required when the

Corporation is dissolved by June 30, 1948, on completion

of its field programs.

CASH requirements

As stated before, the Corporation has been partially

financed by grants-in-aid from the Office of Inter-American
Aft'airs under contract authorization of $18,000,000

granted and obligated during the fiscal year 1944, for

which cash appropriations are stUl required. As of June
30, 1946, the unliquidated balance of this contract author-

ization will be $10,456,710. In accordance with the cash

needs of the Corporation, the sum of $3,456,710 should be
appropriated for the fiscal year 1947 to liquidate further

this contract authorization and for payment over to the

Corporation for its programs, leaving $7,000,000 still to be
appropriated and provided the Corporation in fiscal

year 1948.

CASH contributions UNDER COOPERATIVE AGREEMENTS

As previously explained, some of the agreements under
which the Corporation carries on its cooperative programs
provide that the cash contributions of the local govern-

ment shall be deposited into and disbursed by the Corpor-

ation from a special account of the Corporation in con-

junction with the Corporation's program cash contribution.

The sum of all local goverrmient cash contributions to be

made under such agreements during the period of the

agreements amounts to $250,000. In the other type of

agreement under which the Corporation operates, the

program cash contributions of both parties are paid into

a cooperative service established wathm the framework
of the appropriate ministry of the local government
through which service the coopert^tive program is carried

out. Under this type of agreement, local government
cash contributions amount to $22,588,991 over the period

of the agreements.

Administrative Expenses

This expense covers the general administrative expenses

of the Corporation in Washington, including the super-

visory staft" of the Corporation which is concerned with

program operations, the salaries of employees engaged

directly in handhng fiscal, legal, and personnel matters,

and providing genei-al office services, as well as incidental

expenses such as supplies and materials, communication
services, etc. In 1947, there vnll be included payments for

over-all administrative and other supervisory services

formerly provided by the staff of the Office of Inter-

American Affairs without cost to the Corporation. Pen-

alty mail service likewise was fm-nished prior to 1947 by the

Ofl&ce of Inter-American Affairs without cost to the

Corporation.
Dm-ing the fiscal year 1945, personal services aggregated

123.9 man-years and during the fiscal years 1946 and 1947,

they are estimated at 178 and 228.8 man-years, respec-

tively. The increase in fiscal year 1946 is principally due
to the assumption by the Corporation of a more equitable

share of direct personal service costs than in the prior year,

when a larger amoimt of such costs were borne by the
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Office of Inter-American Affairs. In 1947, the Corpora-
tion will absorb further direct personal service adminis-
trative costs which were borne by the Office of Inter-

American Affairs prior to that year, and in 1947 the Cor-
poration carries administrative expenses for which it will

be reimbursed by several other corporations for which
over-aU supervisory services are rendered. (For further

details see statement of income and expenses, exhibit B
and schedule B-2.)

Language

The types of programs set forth in the 1947 budget of the Institute

of Inter-American Affairs, within thefunds available to it, are approved,
and there is hereby appropriated to the Department of State for such
purpose out of any money in the Treasury not otherwise appropriated
$3,456,710, which amount i>hall be used for the paym'int of obligations

incurred under the contract authorization of $18,000,000 under the

head "Office of the Coordinator of Inter-American Affairs" in the

National War Agencies Appropriation Act, 1944- {Act of Dec. 6,

1945, Public Law 24i.)
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated

FUNDS APPLIED
To purchase of equipment _

To operating expenses, (see exhibit B):

Health and sanitation..

Food supply

Emerpeney rehabilitation

Transportation

Expenses related to cooperative programs

Less, equipment purchased

Uenrral administrative expenses

To increjise 'or decrease') working capital (se« schedule A-1).

Total funds applied

FUNDS PROVIDED

By grants-in-aid from Office of Inter-American Affairs

By contributions from other U. S. GoTernment Corporations:

U. S. Commercial Company
Rubber Development Corporation

By contributions from other i

Other American Republics '..

Inter-.\merican Institute of Agricultural Sciences.

Miscellaneous .

Total funds provided.

$10,921,474

2, 158, 026

55, 110

13,615,506

157,417

13, 458, 089

290, .525

36, 131

50,000

76,000

8,531

$7. 606,

'

1, 275,

:

$6, 465, 646

1, 060, 189

105,000

150,000

7, 780, 835

23,975

7, 756, 860

621. 022

13.748.614

•7,087,970

9, 609, 427

•5, 815, 384

9,742

7,150
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Exhibit B
COMPARATIVE STATEMENT OF INCOME AND EXPENSES

[Fiscal years cndins June 30, 1945, 1946, and 1947]

1945, actual 1946, estimated 1947, estimated

Operating expenses:

Health and sanitation:

Cooperative programs-

Expenses related to cooperative programs. .

,

Washington administration (schedule B-2).,

Food supply:

Cooperative programs

Expenses related to cooperative programs--.

Washington administration (schedule B-2),.

Emergency rehabilitation; Cooperative programs-

Transportation:

Field missions .-.

Expenses related to field missions.

Washington administration (schedule B-2)

General

:

Expenses related to cooperative programs...

Washington administration (schedule B-2).

Less, purchases of equipment.

Other income and expense:

Sales of produce incidental to food supply program.

Less cost of produce

Net expenses* for the year.

.

$9, 307, 544

1,451.237

162, 693

.850,621

225, 749

81, 656

480. 896

290,525

346, 744

346, 744

2, 158, 026

55,110

13,906,031

167, 417

«, 919, 046

492. 795

194, 598

1, 134, 474

52, 085

88,587

273, 284

454, 135

397, 649

397, 649

', 6.S3, 654

74, 227

$5, 653, 655

623,854

188, 137

30,000

70, 712

41, 054

55,000

150, 000

621, 022

150,000

150,000

8.401,857

23,975

Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[As Of June 30, 1944, 1945, 1946, and 1947)
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Schedule A-1

CHANGES IN WORKING CAPITAL

[Fiscal years ending June 30, 1945, 1946, and 1947]
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PERSONAL SERVICES, DEPARTMENTAL—COD.

Professional service—Continued
Grade 4. Range $4,300 to $6,180:

Health education specialist.

Agricultural engineer —
Research editor --.

Social welfare officer

Rchahilitation officer

Agricultural extension officer

Entomologist
Engineer
Attorney
Research analyst

Grades. Range $3,040 to $4,300:

Sanitary engineer .-.

Public health research officer

Public health nursing officer

Agricultural information analyst
Librarian

Grade 2. Range $2,980 to $3,640 --

Grade 1. Range $2,320 to $2,980

Subprofessional service:

Grade 7. Range $2,fi.'i0 to $3.310.

Grade 5. Range .$2,320 to .$2,9S0

Craft.s, protective, and custodial service;

Grade 4. Range $1,770 to $2,166

Grade 3. Range $1,672 to $1,902

Grade 2. Range $1,440 to $1,770...

Total permanent, departmental
Temporary employment, departmental..
Overtime pay, departmental

All personal services, departmental

PERSONAL SERVICES, FIELD

Clerical, administrative, and fiscal service:

Grade 13. Range $6,230 to $7,070:

Administrative officer

Information program officer

Grade 12. Range $6,180 to $6,020:

Business manager
Agronomist

Grade H. Range $4,300 to $5,180:

Assistant business manager
Procurement officer

Grade 9. Range $3,640 to $4,300:

Administrative officer .-

Construction superin tendent
Assistant business manager
Agronomist

Grade 7. Range $2,980 to $3,640

Grade 6. Range $2,650 to $3,3)0

Grade 5. Range $2,320 to $2,980

Grade 4. Range $2,100 to $2,496
Grade 1. Range $1,506 to $1,902

Professional service:

Grade 8. Range $8,760 to $9,800:

Chief of party
Public health program adviser
Executive officer

Railway specialist

Highway transportation specialist...

Grade 7. Range $7,175 to $8,226:

Chief of party
Associate chief of party
Public health officer.

Entomologist. 1....

Sanitary engineer
Maintenance of way superintendent.
Highway transportation specialist. ..

Grade 6. Range $6,230 to $7,070:

Chief of party
Principal agricultural engineer
Agricultural economist
Agricultural program officer

Agricultural production officer

Land-utilization specialist

Animal husbandry specialist..

Food storage specialist -

Sanitary engineer...
Medical officer.

Architectural engineer
Construction engineer
Public health officer.

Entomologist

128.8 356,096
1.1 2,496

65, 733

I 3, 800
0.6 1,869
8.6 23,278
4 9, 596
9.6 19,726
6.5 11,004

Man-
years Amount

Man-
ycai'S Amount

3,640
3,750
3.640

1 1,770
7.4 11,993
1 1, 500

171.5 517,640
6. 5 10, 339

23,962

6.1 18,950
7 18,440
6.9 15,779
4.9 10,143
1 1,260

5, COD
2,615

12, 646

6, 510
11,200
6,160

25, 736

11.3 83,070
3.9 28,362
1.6 10.577
0. 2 1, 196

3,640
3,750
3,640

1,770
11, 244

4,380

22.2 116,785

11.580
3,760
9,480

3.8 11,480
2. 7 7. 150

3 7, 180
0.7 1,740

3.8 23,622

'2'"""i2,"466'

3.4 25,680
0.7 4,673
1.5 9,655

17. 7 128, 408
5.7 41.518
1.6 10.677

1.8 10.486

'i 6,'236

6,440
12, 4f0
18,690
18.900
24. 920
7,840

PEKSONAL SERVICES, FIELD—Continued

Professional service—Continued
Grade 6. Range $6,230 to $7,070—Con.
Public health nursing officer

Associate chief of party
Hospital administrator
Mechanical engineer
Attorney
Industrial hygiene engineer.
Industrial economist

Grade 6. Range $5,180 to .$6,020:

Agricultural extension specialist

Agricultural production officer

.Soils scienti.st.

Agr.ili.;'!,: !

co..i'i,',;',;nVM-n;ihst ;;::;;::::::;::
Refrigerat ion specialist.

Animal husbandry specialist
Agricultural economist
Entomologist
Plant pathologist
Construction engineer
Sanitary engineer
Health education specialist

Architectural engineer
Medical officer

Grade 4. Range $4,300 to $5,180:

Agricultural production officer

Livestock specialist..

Agricultural economist
-Agronomist
Rural cooperative specialist

Food distribution specialist

Home demonstration agent...
Construction engineer
Marine engineer..
Sanitary engineer.
Parasitologist--.
Public health nurse
Entomologist
Hydraulic engineer
Forester
Architectural engineer.

Grade 3. Range $3,640 to $4,300:

Agricultural production officer.

Agronomist
Nutrition economist
Home demonstration agent.
Home economist
Dairy husbandry specialist.

Bacteriologist--
Public health nurse
Nutritionist

Grade 2. Range $2,980 to $3,640.
Grade 1. Range $2,320 to $2,980.

Subprofessional service:

Grade 6. Range .$2,320 to $2,980.

Total permanent, field....

Temporary employment, field..

Living allowances, field

Overtime pay, field

All personal services, field. —
Total, departmental and field.

Deduct, nonadministrative expenses..

$5,600
10, 333

4, GOO

1.7 8,082
4. 1 19, 253
3. 1 13, 992

Man-
years Amount

;

0.6 $3,220
6.1 38,778
1 6, 230
0.5 3,115
1. 6 9, 660
0.5 3,116
1 6, 230

2.0 10,360
1.9 9,713
2 10, 455
1 5, 180
3.6 18,778
1.5 70

2, 590
1,296

2 10,360
I 6, 180

1 6, 180

0. 5 2. 590
6 5 34,311
6. 1 27, 198

1 5, 180
2 11,935
0.2 1,295

1 4,300
0. 7 2, 868
3.2 13,!

1 4, 300
0.

8

3, 225

3,800
7,600
1,254

3. 7 7, 480

4,300
4,300
7,106
1,606

18, 208
7.525
2,867
2,508

3,640
3,640
3,640
3,640

16. 3 68, 999
1 3, 750

16 49. ISO
2. 1 4. 943

5.6 12,7

$08. 530
6.230
6,230

6,390
6,180
9,065
5,390
5.180

"i6,'360

3,885
6,180
6, 180
20.720
73,815
6,180
7,770
5,180

1 4,300
0. 6 2, 150

1 4,300
1 4,300

'6"'"26,"246

3.2 13,976
0. 2 1, 075
0. 2 1, 075

3,640
3,040
2,730
3,760

17.7 65,050
0.5 1,876
12.7 38,875
1. 7 4, 143

206.2
832, 160

353. 3 378, 274
,386, 249
124, 215

208.5
966, 689

360. 9 385, SOS
451, 646
17,212

1,067,006
247. 5 25,-i, 238

46o, 306

Personal services (schedule B-2)...
Reimbursements from:
Inter-American Educational Founda-

tion, Inc
Institute of Intor-American Transporta-

tion -

Inter-American Navigation Corpora-
tion

Prencinradio, Inc...

Personal service-s (net) (schedule
B-2)

2, 135, 222
565. 6

1. 746, 273.

747.4
2, 372, 694

669.4
1.820.753

091.2
2. 549, 622

462.4
1, 794, 895

-72, 135

-12,0.56





INSTITUTE OF INTER-AMERICAN TRANSPORTATION

Creation and Purpose

The Institute of Inter-American Transportation was
created under the laws of the State of Delaware on June

18, 1943, pursuant to authority contained in the First

Supplemental National Defense Appropriation Act, 1943

(56 Stat. 708). This Corporation is a Government-con-
trolled, nonprofit, stock corporation, the stock behig held

by the Director of the Office of Inter-American Aftairs

for the United States of America. Under present plans,

it is intended to dissolve the Corporation around June
30, 1946.

The general purpose of the Corporation, as set forth

in its certificate of incorporation, is to assist and improve
the means and methods of transportation in the Western
Hemisphere by land, air, or water. However, the activi-

ties of the Corporation to date have been directed toward
carrying out the terms of a cooperative agreement to

rehabilitate and improve the operating efficiency of cer-

tain key sections of the National Railways of Mexico, as

provided in an exclaange of notes between the Govern-
ments of Mexico and the United States, dated November
18, 1942, as amended.
At the beginning of the war it w-as necessary to deter-

mine with accuracy the transportation potential, both as

a measure of defense in case of invasion and as a means
of obtaining materials of war which ordinarily came from
areas made inaccessible to us by enemy action. It was
quickly decided that most of the transportation facilities

in the other American Republics, particularly rail facilities

in Mexico, were inadequate to handle the added strain

of wartime traffic. It was therefore necessary for the

United States to do everything in its power to rehabilitate

these facilities and in order to put them into such operating

condition as would permit the expeditious movement of

extra wartime traffic in strategic materials.

Financial Organization

The Office of Inter-American Affairs purchased 1,000

shares of capital stock at par value of $100 per share and
thereby provided the Corporation with its original capital

of $100,000. In addition to providing capital through
the pm-chase of stock, the Office of Inter-American Affairs

has made grants to the Corporation amounting to $7,500,-

000. No bonds have been issued by the Corporation.

The transactions of the Corporation from its inception

have been audited by the General Accounting Office under
an arrangement made with the Comptroller General at

the beginning of fiscal year 1944. The Corporation is

now subject to audit by the General Accounting Office

under the provisions of the Government Corporation
Control Act, Public Law 248, 79th Congress. A statement
of condition of the Corporation is shown immediately
following the textual material (exhibit C).

Analysis of Budget Program by Major Activities

The budgetary requirements of the Corporation for the

fiscal year 1947 are directly related to the Mexican Rail-

way project. The Department of State has determined
as a matter of policy that this project is to be terminated,

insofar as actual operations are concerned, on June 30,

1946. Therefore, it is only necessary to provide operating

funds for this project imtil that date and, in addition,

funds for a short time beyond that date for a small field

staft' to close out the operations in Mexico, including

documentation of the work done durmg the term of the

agreement. In addition, personnel will be needed in the

^A'ashington Office for a short period to document accom-
plishments, complete files, and assist in the closing of the

field project as well as to undertake and carry on the

liquidation of the Corporation. The Corporation will be
dissolved around June 30, 1946, and will continue in

liquidation for 3 years from that date, as required by the

laws of the State of Delaware. The level at which these

activities were carried on during the fiscal year 1945 and
the comparative estimates for the fiscal years 1946 and
1947 are shown in the statement of sources and application

of funds in the financial statements immediately following

the narrative (exhibit A).

MEXICAN railway MISSION

Early in 1942 a small survey mission was sent to

Mexico by the Office of Inter-American Affairs to examine
the railways in that country. On the basis of reports

furnished by that survey mission, the Governments of

Mexico and of the United States agreed to cooperate in

the rehabilitation of certain sections of the National

Railways of Mexico. These railways constitute the only

transport system servmg most of Mexico. Extending

from the Texas border to Guatemala, there are lines

serving all sections of the country except the northwest

portion. They constituted the only means of transporting

mineral and metal ores from mines to mills and smelters,

and the only m.eans in many cases of transporting agri-

cultural and^ forest products from points of production to

consuming or distributing points. For many years the

railways had sufl'ered from inadequate maintenance,

obsolete and insufficient equipment, and from inefficient

operation. They M'ere not in condition to transport

satisfactorily the normal volume of freight and passengers,

and were wholly incapable of assuming the additional

burden resulting from the withdrawal of ocean vessels

normally servmg Mexico and the increase in the movement
of strategic materials. It was determined that it was in

the interest of this Government to pay its equitable share

of the cost of the improvements which had to be made in

order that the materials in question might be transported

to United States war plants.

By the agreement between the two Governments, it

was provided that each Government would furnish an

equitable part of the material and equipment required.

The Mexican Government and the National Railways of

Mexico agreed to direct their operating facilities toward

the fullest realization of the rehabilitation program, while

this Government agreed to furnish necessary technical

assistance, and assist in making possible the procurement

of essential equipment, and share in the rehabilitation

395
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expense. Principal activities imder this agreement have
consisted of close inspection and replacement of thousands
of defective rails, ties, and switches and hundreds of

bridges; purchase of track tools, motor rail cars and
modern repair equipment; improving and reballasting

roadbeds and yards; construction of new passing tracks

and auxiliary spur tracks; purchase and repair of used
locomotives ui the United States for use in the Railways;
installation of centralized traffic control systems; training

of specially selected supervisors and mechanics of the

Railways m the United States; and the furnishing of

highly skilled United States technicians, many of them
loaned by United States raUi'oads, for the supervision of

the programs and training of executive personnel as well

as employees at large iu the modern phases of railwa}^

operation and maintenance.
The agreement referred specifically to certain main line

portions of the Railways which form a dh-ect rail line

from the United States border at Laredo, Tex., to Suchi-

ate, on the Mexico-Guatemala border. That line is the

only overland route toward the Panama Canal. Efforts

of the mission sent to Mexico to accomplish the purpose
of the agreement were concentrated upon these portions

of the National Railways, but it was soon obvious that

constructive rehabilitation of any portion of the Railways
also had to be accompanied by a measm-e of improvement
to the feeder lines also.

Wliile the mission was originally sent to Mexico as an
agency of the Office of Intei'-American Affairs, it has been
carried on by the Institute of Inter-American Transpoita-
tion since creation of the latter on June 18, 1943.

Due to the continuing nature of the work undertaken,
it is difficult to segregate the accomplishments and obli-

gated costs into any one period. War conditions inter-

fered in many cases with the prompt delivery of needed
articles, and on one occasion a disastrous hiuTicane and
succeeding flood interrupted and caused changes in

planned operations. Although it had been feared that

the war-insphed inci'case of traffic, both by the increase

of materials and by the removal of ocean transport,
would residt in a collapse of the Railways, no collapse

has occiu"red. Interruptions of service by wash-outs have
been of short dua"ation, due entirely to the prompt action
taken to restore damaged or destroyed properties. By
June 30, 1944, slupments of strategic materials to this

country had increased, a great many actually dangerous
conditions had been corrected, more than one thousand
carloads of machinery and equipment had been trans-

ported across Mexico for oirr War Department, and many
more carloads of supplies followed, and a much higher
degree of. efficiency had been obtained in all the depart-
ments of the Railways.
From July 1, 1944, to June 30, 1945, the mission con-

tinued its supervision of recommended improvements and
completed the modernization of several important repair
sliops and storehouses. Many miles of track were com-
pletely rehabilitated and a further improvement in shop
output was obtained. Dming tliis period, program ex-
penditures, including technical and other assistance,

but exclusive of Washington administration, amounted
to $1,877,314. The mission members were able to

spread their activities over larger territories due to their

having successfully trained local workers and officials

who carried on the program in then- own areas. More
attention was given to the operating activities of the
Railways, inasmuch as freight movements in the United
States had reached a crescendo requiring the use of every
available freight car, including many wliich had been in
use in Mexico. The number of our own freight cars in

Mexico was held to an agreed figure, and yet an even
greater volume of freight was moved in and across Mexico.

During the fiscal year 1946 the mission continued its

activities on a reduced scale, and will wind up its opera-

tions on June 30, 1946. Estimated program expendi-

tures, uicluding technical and other assistance but exclu-

sive of Washington administration, during this year are

$2,028,096. With the exception of the technical and
other assistance expenditures of $449,911, these program
expenditures relate to work commitments executed prior

to December 31, 1944. The rehabilitation envisioned

has not been completed and cannot be completed for 5 to

7 years, but great improvement has resulted to the

unportant main lines and preparatory work has been
done which, if contmued, will ultimately result ha efficient

operations throughout the Railways.

Reliable esthnates indicate that the Railways expended
$11,314,415 more for rehabilitation and improvement
purposes during the first 11 months of the agreement
than it had spent for like activities in the previous 11

months of normal operations. It is entirely proper there-

fore to assume that their contribution to the program
continued at no less than this rate, and it is estimated

that the Railways will have contributed at least $40,000,-

000, in comparison with estimated total program expendi-

tures by this Corporation of $6,750,947, as at June 30,

1946. Almost one-half of the contribution by the Rail-

ways will be expended in the United States for materials,

machinery, and equipment.
It should be recognized that the economy of Mexico is

dh'ectly dependent upon its transportation facilities.

Mexico's assistance to us during the war years was actual

and invaluable; the mamtenance of Mexico's economy is

essential to us in peace as well, and although the work of

rehabilitation was imdertaken as an outright war measure
the cooperative work covered by the agreement will be
continued until June 30, 1946, and thereafter completed
by the Railways for the economic well-being of both
nations. (For further details on this program see exhibits

AandB.)
Operating Results

Durmg the fiscal year 1945, programs carried on by the

Corporation resulted in a net loss of $1,912,329. For the
fiscal year 1946, it is estimated that the net loss will be
$2,090,375, and the loss for. fiscal year 1947 will be
$150,840. Inasmuch as this corporation is not operated
for profit the losses reflected above represent, in fact,

depiction of capital.

Financial Condition

return op capital funds to the treasury

Dm'ing the fiscal year 1946, the Corporation will return
to the Treasury the sum of $487,390, pursuant to the pro-
visions of the First Supplemental Sm-plus Appropriation
Rescission Act, 1946, and of proposed rescission legislation

which provide, respectively, for the return of $315,500
and $171,890. Upon final liquidation of the affairs of

the Corporation any funds remaining will be deposited in

miscellaneous receipts of the United States Treasury.

Administrative Expenses

This expense covers the general administrative expenses
of the Corporation in Washington, including the super-
visory staff of the Corporation which is concerned with
program operations, the salaries of employees engaged
directly in handling fiscal, legal, and personnel matters
and providing general office services, as well as incidental
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expenses such as supplies and materials, communication
services, etc. In 1947, there will be included a payment
for over-all and administrative supervisory services pro-

vided without cost to the Corporation, prior to fiscal

year 1947, by the Office of Inter-American Affahs.

Penalty-mail service likewise was furnished, prior to 1947,

by the Office of Inter-American Affairs without cost to

the Corporation.
During the fiscal year 1945, personal services aggre-

gated 8.3 man-years and during the fiscal years 1946 and
1947, they are estimated at 16.6 and 9.6 man-years,

respectively. The increase in fiscal year 1946 is due to

the assumption by the Corporation of a more equitable
share of dLi-ect personal service costs than in the prior

year when a larger amount of such costs were borne by
the Office of Inter-American Affairs. (For further details

see statement of income and expenses, exhibit B and
schedule B-2.)

Language

The types of programs set forth in the 1947 budget of the Institute

of Inter-American Transportation, within the funds available to it, are
approved. {Act of Dec. 6, 1945, Public Law 24S.)
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 1945, 1946, and 1947]

To purchase of equipment

To return to II. S. Treasury under

To operating expenses:

Administrative, Wasliington (see schedule B-2).

Rail program in Mexico:

Technical and other assistance

Rehabilitation and improvement operations

FUNDS APPLIED

acts

To increase (or decrease*) working capital (see schedule A-1)

Total funds applied

FUNDS PROVIDED

By grant-in-aid from Olfice of Inter- American AfTairs

Total funds provided

1945, actual

675, 193

1, 202, 121

1,912,329

586, 754

1946, estimated 1947, estimated

449, 911

1, 578, 186

$100

487,390

2, 090, 375

•2, 577, 865

47, 724

52, 513

$150, 840

•150,840

•Deduct.

Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSES
[Fiscal years ending June 30, 1945, 1946, and 1947]
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[As of June 30, 1944, 1945, 1946, and 1947)
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Schedule B-2

ADMINISTRATIVE EXPENSES
[Fiscal years ending June 30, 1945, 1946. and 1947]

SALARIES AND WAGES

Rail transportation division.

Office of the treasurer
Service operations division...

Personnel division
Legal department
Overtime pay

Total.,

Travel expenses
Transportation of things
Communication services

Penalty mail
Other contractual services

Supplies and materials..
Payments to Institute of Inter-.\merican

Affairs for over-all supervisory services

received...

Total administrative expenses.

> Amount

t $26,011
I 13,494

6.9S3
2,650
2,375
1,166

3,000
1,525
1,975

Schedule B-3

PERSONAL SERVICES

By accounts



INTER-AMERICAN EDUCATIONAL FOUNDATION, INC.

Creation and Purpose

The Inter-American Educational Foundation, Inc., a

Government-controlled, nonprofit, membership Corpora-
tion, was created on September 25, 1943, under the laws

of the State of Delaware, pursuant to authority contamed
in the act of July 12, 1943 (Public Law 139, 78th Cong.)

entitled National War Agencies Appropriation Act, 1944

(57 Stat. 528).

The general purposes of the Foundation, as set forth in

its certificate of incorporation, are to further the general

welfare of and to strengthen the bonds between the peoples

of the Western Hemisphere by undertalving a cooperative

mter-American educational program hivolving modern
educational technic[ues and teaching aids, and training of

teachers and school administrators.

The cooperative programs are carried out through bi-

lateral agi-eements with the governments of the other
American Republics providing for (1) a technical staft' or

mission to be furnished by the Foundation for work in the

other republics, (2) the interchangi" of educators, and
(3) the preparation and mterchange of teaching materials,

such as visual aids, textbooks, and pamplilets. The
agreements provide for the cooperative programs to be
carried out through the ministry or department of educa-
tion of the local government with the technical advice and
assistance of the field staff's sent by the Foundation to the

particular countries. The agreements further provide

for contributions by both parties of funds, materials, and
services. The programs consist of individual projects

which are mutually agreed upon in writing by the repre-

sentatives of the parties to the agreement and which
provide for the specific kinds of work and activity to be
undertaken. In some cases the agreements provide for

the programs to be performed by cooperative services

established within the framework of the particular

ministry or department concerned, while m other cases

the programs are performed by the Foundation through
the appropriate nfinistry or department of the local

government.

Financial Organization

Funds for carrying out the programs of the Foundation
have been made available to it by gi-ants from the Office

of Inter-American Affairs, aggregating $5,088,275. Con-
tributions equaling $410,428 have been made by the gov-
ernments of several Latm-American countries to be dis-

biu'sed dhectly with funds of the Foundation for mutually
approved programs. In addition, several other comitries

have made contributions which are disbm-sed by coopera-
tive services established within the framework of the min-
istry or department of education of the local government
through which agencies the cooperative progi-am is carried

out. Contributions by the local governments to these

cooperative services are $1,953,000. The Foundation has
committed the sum of $2,608,500 for cooperative pro-

grams. The total contributions to such programs by the

local governments under the two systems described above
total $2,363,428, or 91 percent of the Foundation's com-
mitments for such programs.

No funds have been borrowed or securities issued by the
Foimdation. The transactions of the Foundation from
its inception have been audited by the General Accounting
Office, under an arrangement made with the Comptroller
General at the beginning of the fiscal year 1944. Of
coiu-se, the Foundation is now subject to audit by the

General Accounting Office under the provisions of Public
Law 248, 79th Congress, entitled the Government Corpo-
ration Control Act.

Analysis of Budget Program by Major Activities

Durmg the fiscal year 1947, the Foundation will reach
its highest level of activity. During the fiscal year 1945,

the Foundation was operating under 10 agreements and
expended $333,298 of program funds. In the fiscal year
1946 the Foundation will be operating in 14 countries

and will expend $1,186,532 of program funds and in the

fiscal year 1947 will operate m 14 countries and expend
$1,606,435 of program fmids. Programs in 2 countries

will terminate in the fiscal year 1947, and the balance will

be terminated by the end of the fiscal year 1948. These
programs are discussed in greater detail below and the

financial requirements are shown in the statement of

sources and application of funds (exhibit A).

COOPERATIVE EDUCATIONAL PROGRAM

The general objective of the Foundation is the develop-

ment of cooperative educational programs with the other

American Republics that emphasize vocational and health

education, the trainmg of teachers, the improvement of

rural life and agriculture, the development of community
schools, and the teaching of the English language.

In fiscal year 1944, plans for the program were de-

veloped, teaching materials were sent to all of the other

American Republics, and the negotiation of cooperative

educational agreements was begun. In the fiscal year
1944, agreements were signed with Peru and Haiti. In
the fiscal year 1945, agreements were signed or commit-
ments made by exchange of diplomatic notes with Guate-
mala, Honduras, Nicaragua, Bolivia, Costa Rica, Ecuador,
Chile, Paraguay, El Salvador, the Dominican Republic,

Panama, and Brazil (2 separate agreements were signed

in Brazil for cooperative programs, 1 with the Ministry

of Agriculture, and the other with the Ministry of Public

Health and Education, which will make a total of 15

agreements with 14 countries). It should also be noted

that educational activities have been carried on in all

20 of the other American Republics, including those that

have not signed cooperative agreements. Activities in

countries that have not signed cooperative agreements
have consisted largely of interchanges of personnel and
materials.

Twenty-one specialists in -vocational education, health

education, rural education, teacher framing, and English

teaching were sent to the other American Republics in

1945 to work in the cooperative programs. In 1946 these

21 specialists were joined by 30 additional associates and
collaborators. In 1944 and 1945, nearly 500,000 books,

pamphlets, maps, charts, and other teaching materials

401
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were made available to the field parties of the Foundation
and to schools in all 20 of the other American Republics,

and in 1946 nearly 50,000 of these same items were dis-

tributed in the other American Republics through the

offices of the special representatives of the Foundation.
In 1944, 6 distmguished educators, supervisors, and teach-

ers from the other American Republics were brought to

the United States to lecture, to study, and to participate

in national, State, and local educational programs. In
1945, the number uicreased to 33, and so far in 1946 the

number has amounted to 19, totalmg 58. Since 1944, the

Foimdation has also been collaborating in the preparation

and distribution of locally created teaching materials in

the several countries in which om- programs are in

operation.

Though the war brought into relief the necessity of

initiating the cooperative educational program, from the

beginning it was conceived to be a long range oiie, and it

is expected that the other governments during the period

of the Foundation's life wdl take over the programs and
integrate them into their school activities.

Each country has its own peculiar problems and the

type of program consequently varies from country to

country. However, all provide for (1) the sendmg of

United States educational specialists to work with the

minister of education and his staff, (2) the development
of teaching materials, and (3) the bringing of distinguished

educators, supervisors, and teachers to the United States

to lecture, to study, and to participate in national, State

and local educational programs. The programs now in

operation fall into four general classes. In one Brazilian

program, in the Dominican Republic, Panama, Paraguay,
and Peru, the principal emphasis is on vocational edu-

cation. In Costa Rica, Ecuador, El Salvador, Guatemala,
Haiti, Honduras, and Nicaragua the principal emphasis
is on general teacher education. In Bolivia, and in the

second Brazihan program, the main emphasis is on rural

education, and in Chile the program deals almost ex-

clusively with secondary education.

Operating Results

During the fiscal year 1945, operations carried on by
the Corporation resulted in an expenditure of $481,863.

Since this Corporation is not operated for profit, this

expenditure represents, in fact, depletion of capital.

The depletion of capital during the fiscal year 1946 is

estimated to be $1,402,843, and durmg the fiscal year

1947, $1,943,949.

Financial Condition

The capital of the Corporation is derived prmcipally

from grants-in-aid made by the Office of Inter-American

Affau's from funds appropriated or authorized by the

Congress for the programs carried on by the Corporation.

The Corporation has been required to absorb, withm its

present capital, expenses which were not estimated for

or contemplated at the time the Office of Inter-American

Affairs obtained funds in the form of cash appropriations

and a contract authorization of $2,500,000, the latter in

fiscal year 1945, to be used in providing the capital of the

Corporation. Some of these expenses are overtime,

rental of space m Washmgton, D. C, and pay increases

under the new pay act beginnmg July 1, 1945. Also,

begmning with the fiscal year 1947, the Corporation will

be required to pay its pro rata share of over-all fiscal,

legal, personnel, and other supervisory services, which
were previously financed by the Office of Inter-American
Afi^airs. (See further statements on this matter under
the heading, Admmistrative expenses.) Takmg all of

these factors into consideration, and with provision for

all knowm expenses through December 31, 1948, 6 months
after the termination of the Corporation's field programs,
the Corporation has no reserve for contuigencies. It is

to be noted, also, that no provision is made for a com-
plete liquidation period of 3 years as will be required when
the Corporation is dissolved by June 30, 1948.

CASH REQUIREMENTS

As stated before, the Corporation has been partially

financed by grants-in-aid from the Office of Inter-American
Afl'airs, under contract authorization granted for the fiscal

year 1945, for which cash appropriations are still required.

As of June 30, 1946, the unliquidated balance of this

contract authorization will be $2,198,577. In accordance
with the cash needs of the Corporation, the sum of

$1,083,577 should be appropriated for the fiscal year 1947
to liquidate further this contract authorization and for

payment over to the Corporation for its programs. This
will leave $1,115,000 still to be appropriated and provided
the Corporation after fiscal year 1947.

CASH CONTRIBUTIONS UNDER COOPERATIVE AGREEMENT

As previously explamed, some of the agreements under
which the Corporation carries on its cooperative program
provide that the cash contributions of the local govern-
ment shall be deposited mto and disbursed by the Corpora-
tion from a special account of the Corporation in con-
junction with the Corporation's program cash contribu-
tion. The sum of all local Government cash contributions
to be made mider such agreements during the period of the
agreements amounts to $410,428. During fiscal year
1945, the sum of $13,000 was received under such agree-

ments, leaving a balance of $397,428 outstanding as of

June 30, 1945. Durmg fiscal year 1946, it is estimated
that $149,573 will be received, leaving a balance of

$247,855 outstanding as of June 30, 1946, and that of this

amount $173,017 will be received during 1947, resulting

in a balance of $74,838 outstandmg at the close of that
year.

In the other type of agreement under which the Cor-
l^oration operates, the program cash contributions of both
parties are paid into a cooperative service established

within the framework of the appropriate ministry of the
local government through which agency or service the
cooperative program is carried out. Under this type of

agreement, local government cash contributions amount
to $1,953,000 over the period of the agreements.

Administrative Expenses

This expense covers the general administrative expenses

of the Corporation in Washington, including the super-

visory staft" of the Corporation which is concerned with
program operations, the salaries of employees engaged
directly in handling fiscal, legal, and personnel matters

and providing general office services, as well as incidental

expenses such as supplies and materials, communication
services, etc. In 1947, there will be included a payment
for the over-all administrative and supervisory services

provided without cost to the Corporation prior to fiscal

year 1947 by the Office of Inter-American Affairs. Pen-

alty-mail service likewise was furnished prior to 1947 by
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the Office of Inter-American Affairs without cost to the
Corporation.
During the fiscal year 1945, personal services aggregated

30.1 man-years, and during the fiscal years 1946 and 1947
they are estimated at 56.9 and 87 man-years, respectively.

The increase in fiscal year 1946 is principally due to the
assumption by the Corporation of a more equitable share
of direct personal service costs than in the prior year,
when a larger amount of such costs were borue by the
Oflice of Inter-American Affairs. In 1947, the Corpora-
tion will absorb further direct personal service admmistra-
tive costs which were borne by the Office of Inter-American
Affairs prior to that year. Another factor increasing the

man-years and expenses in 1947, as compared to 1946, is

that the peak of the Corporation's program will be reached
in 1947. (For further details see statement of income and
expenses, exhibit B and schedule B-2.)

Language
The types of -programs set forth in the 1947 hudgel of the Inter-

American Educational Foundation, Inc., within the funds available to

it, are approved, and there is hereby appropriated to the Department of
State for such purpose out of any money in the Treasury not otherwise
appropriated $1,083,577, which amount shall be used for the payment
of obligations incurred under the contract authorization of $2,600,000
under the head "Office of the Coordinator of Inter-American Affairs"
in the National War Agency Appropriation Act, 1945. {Act of Dec.
6, 1946, Public Law 248.)
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS
[Fiscal years ending June 30, 1945, 1946, and 1947)

1947, estimated

FUNDS APPUED

To purchase of equipment _

Operating eipenses: Cooperative programs and expenses directly related^

Less, purchases of equipment .-- --

$333, 298

12,544

$1, 186, 532

30, 518

$1. 521, 606

ID, 000

Administrative expenses (schedule B-2)

To increase (or decrease*} working capital [schedule A-1),

Total funds applied

FUNDS PROVIDED

320, 754

161, 109

1,156,014

246, 829

1,511,608

432,343

481, 863

1, 305, 731

1,402,843

•983, 435

1, 943, 949

•697, 555

By grant-in-aid from Office of Inter- American AflTairs-

By contributions from other American Republics >

1, 788, 275

13,000

301,423

149, 673

1, 083, 577

173,017

Total funds provided..

•Deduct.
' Covers only the contributions taken into and disbursed by the Inter-American Educational Foundation; therefore, does not show entire contribution by the other governments,

since funds are also disbursed in some cases directly by the cooperative services.

Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSES

[Fiscal years ending June 30, 1945, 1946, and 1947)
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

lAs of June 30, 1944, 1945, 1946, and 19471
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Schedule B-2

ADMINISTRATIVE EXPENSES
[Fiscal years ending June 30, 1945, 1946, and 1947)

By accounts



INTER-AMERICAN NAVIGATION CORPORATION

Creation and Purpose

The Inter-American Navigation Corporation was created
under the laws of the State of Delaware on July 15, 1942,

pursuant to authority contained in the Third Supple-
mental National Defense Appropriation Act, 1942 (55

Stat. 818) . This Corporation is a Government-controlled,
nonprofit, stock corporation, the stock being held by the

Dnector of the Ofhce of Inter-American Affairs for the
United States of America.
The Corporation was formed to carry out plans approved

at a meeting of the members of the Board of Economic
Warfare, held on July 25, 1942, for supplementing existing

shipping facilities with a small cargo-vessel progi-am to be
carried out through the acquisition and coordination of all

existing small tonnage in the Latin-American trades, par-
ticularly the Caribbean area, and the construction in

Latin-American shipyards of additional small vessels.

On April 30, 1943, an agreement was made with the

War Shipping Administration under which the vessels of

the Corporation were turned over to that agency for the
purpose of coordinating all vessel operations in the Carib-
bean and Latin-American trades. The purposes for which
the Corporation was formed havmg been accomplished,
the Corporation is making no fm-ther commitments and is

proceeding with the liquidation of its assets. Only a small
number of items now remains to be handled. A certifi-

cate of dissolution was filed with the Secretaiy of the State
of Delaware on February 25, 1944.

Financial Organization

The Corporation was capitalized by the Office of Inter-

American Affairs (formerly the Office of the Coordinator
of Inter-American Affans) tlu'ough the purchase of its

entire issue of 5,000 shares of capital stock, at par value,

totaling $500,000. In order to provide additional operat-
ing funds, the Corporation borrowed $192,952 from the
Reconstruction Finance Corporation. This loan has been
fully repaid. No bonds have been issued by the Corpora-
tion. Funds amounting to $175,000 have been placed in

a nonexpendable reserve status for eventual deposit into

the Treasiu-y as miscellaneous receipts in accord vfith

pending rescission legislation.

The transactions of the Corporation from its inception

have been audited by the General Accounting Office under
an aiTangeinent made with the Comptroller General at

the beginning of fiscal year 1944. Of course, the Corpora-
tion is now subject to audit by the General Accounting
Office under the provisions of Public Law 248, 79th Con-
gress, entitled the Government Corporation Control A.ct.

Analysis op Budget Program by Major Activities

The budgetary program of this Corporation consists

only of funds required for final liquidation during the
fiscal year 1947. Under the laws of the State of Dela-
ware the Corporation may continue to liquidate its assets

and effect settlement of claims for 3 years. This period

will expire on February 25, 1947, and it is estimated that

all obligations will be liquidated by that time. The
principal claims remaining to be settled are awaiting
decisions by the War Shipping Administration. These
involve: (1) a decision as to the acquisition cost of two
vessels; (2) a decision as to the liability of insurance
underwriters; (3) a determination as to payment for medi-
cal assistance to survivors of one of the Corporation's
ships which sank, and (4) compensation for seamen whose
lives were lost during operations. To meet these con-

tingent liabilities a reserve of $46,603 has been established.

The Corporation had previously established a reserve in

the amoimt of $123,189 to cover these contingent claims.

However, proposed rescission legislation requnes the Cor-
poration to deposit in the Treasury an additional sum of

$75,000 over and above the $100,000 recommended
rescission, thereby reducing the amount of funds available

to meet contingent claims. In addition, the Corporation
wiU be requned to pay in 1947 its pro rata share ($1,586)

of over-all supervision previously furnished without cost

by the Office of Inter-American Affairs.

Operating Results

During the fiscal year 1945, the Corporation was pro-

ceeding with liquidation but had a net income of $35,070
as a result of a recovery from War Shipping Administration
of its proportionate share of administrative expenses, in-

cm-red by the Corporation principally in prior years. Net
losses for the fiscal years 1946 and 1947 are estimated at

$1,638 and $49,864", respectively. These losses are in-

evitable in view of the fact that the Corporation has no
remaining assets which might be disposed of at a profit.

Fixed assets consisting of engines and parts were disposed

of during the fiscal year 1946 in accordance with the

Surplus Property Act of 1944. The Maritime Commis-
sion, which was designated as disposal agent of marine
equipment for all Government agencies, sold the engines

and parts and the proceeds were covered into the Treasury

as miscellaneous receipts, consequently the value of these

items, $55,266, as carried on the books of the Corporation,

was shown as a surplus deduction for the fiscal year 1946.

Items making up the total of $1,638 include administrative

expenses of $1,613 and $25 for navigation msurance. As
a result of these losses, it is estimated that the deficit of

the Corporation will mcrease from $218,232 on June 30,

1945, to $219,870 on June 30, 1946. (See exhibits B
and C.)

Financial Condition

return of capital funds to the treasury

Proposed rescission legislation pro\'ides for the return

of $175,000 of the funds of this Corporation to the Treas-

ury during the fiscal year 1946. During the fiscal year

1947 it is estimated that the Corporation will be com-
pletely Uquidated. The sum of $46,603 now established

as a reserve for contingent liabihties may not be used and
in that event will be returned to the Treasury of the

United States at the end of the hquidation period of the

Corporation.
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Administrative Expenses

The administrative expenses of this Corporation consist

principally of direct personal services required during the

period of liquidation and riurnig the fiscal year 1947. The
amount expended during the fiscal year 1945 provides

1.1 man-years of direct personal services and during the

fiscal years 1946 and 1947 it is estimated that less than

1 man-year of direct personal services \v\l\ be required.

Prior to fiscal year 1947, over-all supervision was provided

by the stafl" of the Office of Inter-American Affairs, without

cost to the Corporation. Penalty-mail service likewise

was furnished prior to 1947 by the Office of Inter-

American Affairs without cost to the Corporation. The
reciuirements for administrative expenses in 1947, includ-

ing prorated over-all supervision, have been estimated on
the basis of complete liquidation of the Corporation by
February 1947.

Language
The types of programs set forth in the 1947 budget of the Inter-

American Navigation Corporation, within the funds available to it, are

approved. (Act of Dec. 6, 1945, Public Law 248.)
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

[Fiscal years ending June 30, 194.5, 1946, and 19471

FUNDS APPUED

To purchase of equipment and reseels..

To operating expenses:

Administrative expenses

Plans and other costs

Navigation insurance.

To payment to Treasury under Rescission Act

To payment of contingent liabilities snd/or return to Treasury.

To increase (or decrease*) in working capital

Total funds applied..

FUNDS PROVIDED
By income:

Recovery from War Shipping Administration of proportionate share of overhead (administrative) expenses paid

In prior years -

Recovery of loss on repairs...

Total funds provided..

1945, actual

$4,414

1,016

14,464

64,1S6

1,649

1946, estimated 1947, estimated

$1,613

26
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[As of June 30, 1944, 1946, 1946. and 1947]
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Schedule B-2

ADMINISTRATIVE EXPENSES
[Fiscal years ending June 30, 1946, 1946, and 1947]





PRENCINRADIO, INC.

Creation and Purpose

Prencinradio, Inc., was created under the laws of the

State of Delaware on July 20, 1942, piu-suant to authority

contained in the Third Supplemental National Defense
Appropriation Act, 1942 (55 Stat. 818). The certificate

of incorporation limits its life to 10 years (July 20, 1952),

but it is intended to dissolve the Corporation before the

end of the 1946 fiscal year. This Corporation is a Gov-
ernment-controlled, nonprofit, membership corporation.

This Corporation was formed to further the general

welfare of and to strengthen the bonds between the peoples

of the Western Hemisphere through the effective develop-

ment, operation, and use of all media and facilities,

whether written, spoken, or visual, for the dissemination

and interchange of knowledge and information including

but not limited to the press, cinema, and radio. Its

activities were confined, however, to the radio and motion
picture fields.

Financial Organization

All funds available for the operations of the Corporation

have been derived from grants made to it by the Office

of Inter-American AffaLi-s. Such grants aggi'egated

$1,833,200; however, $975,000 thereof has been placed in

a nonexpendable status for eventual deposit into the

Treasury of the United States as miscellaneous receipts

pursuant to the provisions of the First Supplemental

Surplus Appropriation Rescission Act, 1946, and proposed

rescission legislation. The total sum available for opera-

tions, therefore, is $858,200, since no money has been

borrowed or securities issued by the Corporation.

The transactions of the Corporation from its inception

have been audited by the General Accounting Office under
an arrangement made with the Comptroller General at

the beginning of fiscal year 1944. Of course, the Corpora-

tion is now subject to audit by the General Accounting
Office under the provisions of Public Law 248, 79th

Congress, entitled the Government Corporation Control

Act.

Analysis of Budget Program by Major Activities

The budgetary requirements for the fiscal year 1947 have

been based on the needs of a Uquidating rather than an
operating organization. For this reason, even though the

estimates are modest, it has been necessary to provide for

contingencies both as to personnel requhcments and for

possible noncollection of the outstanding receivables. The
scope, purpose, and history of the two projects with which
this Corporation was concerned are set forth below. The
financial transactions for the fiscal year 1945, and esti-

mated transactions for the fiscal years 1946 and 1947, are

shown in the statement of somces and application of funds

(exhibit A)

.

MOTION PICTURE PROGRAM

Prencinradio was selected as the vehicle to carry on a

program to stimulate the Mexican motion pictme industry

in the production of pictures which would support the

United Nations war effort and hemispheric soHdarity and

combat Axis Spanish-speaking pictures. Accordingly,

Prencmradio pmchased motion picture equipment for the

purpose of furnishing it to the Mexican motion picture

industry on a reimbursable basis. In order to make this

equipment available to the Mexican industry and at the

same time assure recovery of its cost to Prencinradio, a

trust agreement was entered into on March 20, 1943, be-

tween the Office of the Coordinator of Inter-American

Affaus, Prencinradio, Inc., and the Bank of Mexico, with

the full knowledge and cooperation of the Department of

State. This agreement provided generally that equipment
purchased by Prencim-adio would be placed in trust with

the Bank of Mexico for sale to the Mexican mdustry at

cost plus the various expenses involved in the transaction,

and that the Banlc should sell the equipment upon a con-

ditional sales basis, retaining title until payment of promis-

sory notes had been made, the Bank accounting to Pren-

ciiuadio quarterly. Prencinradio has completed the fur-

mshing of the equipment and is now efi'ecting collections

through the Bank of Mexico.
As a part of its program in Mexico, Prencinradio en-

tered into an agreement with the Servicio Cinemato-
grafrico S. A., a Alexican corporation, under which agree-

ment the said Mexican corporation made the services of

technical experts available for the purpose of instructing

a number of Mexicans as motion picture technicians, as

well as rendering of technical advice to the studios on

various phases of the industry.

RADIO PROGRAM

The radio program of Prencinradio was initiated with

the view of combating Axis propaganda disseminated by
the Axis powers through the medium of radio. Several

radio stations expressed their desire to assist Prencinradio

in disseminating radio information tending to encourage

friendly relations with the United States and to combat
Axis propaganda detrimental to the war efl'ort of the

United States. In order to accomplish this end it was
necessary to expand the facihties of several radio stations

to provide for higher powered transmission. This ex-

pansion was accomplished by Prencinradio furnishing the

studios with radio equipment on a reimbursable basis, or

by a loan to the studios. Agreements have been executed

by Prencinradio with the various stations which provide

for reimbursement of the loans or equipment either in

cash or in radio time used by Prencinradio or its assignees

on their stations.

Operating Results

During the fiscal year 1945, programs carried on by the

corporation resulted in a net loss of $23,512. For the

fiscal year 1946, it is estimated that the net loss will be

$32,207 and the loss for fiscal year 1947 will be $46,563.

Inasmuch as this Corporation is not operated for profit

the losses reflected above represent, in fact, depletion of

capital. The depletion of capital during fiscal year 1946

is estimated to be less than for fiscal year 1947 inasmuch

as a nonrecmTing recovery of certain ex-penscs in connec-

tion with the motion picture program was eft'ected during

fiscal year 1946.
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Financial Condition

Motion -picture "program.—On June 30, 1945, there was
due the Corporation the sum of $115,727 under terms of

the trust agreement. It is estimated that duruig fiscal

years 1946 and 1947 collections wOl reduce the trust

receivable account to $48,323, as of June 30, 1946, and to

$7,347, as of June 30, 1947. Final payments under the

trust agreement will be made during fiscal years 1948 and
1949.

Radio program.—\]\iAev the terms of one agreement, the

Corporation contracted to purchase, lease, and resell

various items of radio station equipment. Rentals and
the repurchase of equipment may be paid by use of radio

time m lieu of cash payments. As of June 30, 1945, the

Corporation had purchased equipment at a cost of $8,177
and had accrued rentals on such equipment in the amount
of $348. Early in fiscal year 1946, the Corporation pur-

chased additional equipment approximating $11,823, or a

total of $20,000, the maximum amount called for by the

agreement. It is contemplated that equipment valued at

$10,000 will be repurchased by the station during 1946 for

which the Corporation will accept radio time.

On June 30, 1945, there was outstanding one loan in the

amount of $14,358 which was increased to approximately

$30,000 during the first part of fiscal year 1946. Repay-
ment of this loan is contemplated during fiscal years 1948

and 1949. Interest at the rate of 3 percent per annum
is payable on this loan.

Under another agreement, the Corporation advanced
funds for the purpose of expanding station transmission

facilities with the understanding that radio tune used by
Prencinradio, or its assignees, would be applied agamst
such advance of funds. As of June 30, 1944, the advance
amounted to $172,616. During fiscal year 1945, an addi-

tional $69,550 was advanced. Durmg the same period,

Prencim-adio applied $7,702 to radio time used, thereby

leaving an outstanding advance as of June 30, 1945, of

$234,464. Dm-ing fiscal year 1946, an additional advance
of $5,578 was made and it is estimated that Prencinradio,

or its assignees, will use radio time valued at $25,251,

reducmg the advance to $214,791, as of June 30, 1946,

with a further use of radio time of $24,000 diu-ing 1947,

thereby leavmg a balance of $190,791 as of June 30, 1947.

Return of capital funds to the Treasury.-—During fiscal

year 1946 it is contemplated that the Corporation wUl

cause to be deposited in miscellaneous receipts of the

United States Treasury the sum of $975,000. It is also

contejnplatcd that $88,125 will be returned to the Treasury
during the fiscal year 1947 and, in addition, that the sum
of $52,326 will also be available for deposit as miscellaneous
receipts during the same fiscal year, subject, however, to

the actual collection, when due, of all receivables payable
in cash. These deposits will be made pursuant to the

provisions of the surplus appropriation rescission bills

referred to above. Upon final liquidation of the affairs

of the Corporation any funds remaining will be deposited
in miscellaneous receipts of the United States Treasury.

Administrative Expenses

This expense covers the salaries of employees directly

engaged in handling fiscal and legal matters pertaining

to the Corporation, incidental expenses such as supplies

and materials, communication services, etc., and during
the fiscal year 1947 a pro rata share of over-all supervision

provided prior to fiscal year 1947, by the stafl' of the Office

of Inter-American Affairs without cost to the Corpora-
tion. Penalty-mail service likewise was furnished prior

to 1947 by the Office of Inter-American Affairs without
cost to the Corporation. During the fiscal year 1945,

2 man-years of direct personal services were performed
which with other related costs of administration resulted

in a total expenditure of $5,126. Administrative expenses

for 1946 are slightly expanded over those for fiscal year

1945, due to the fact that the Corporation was required

in fiscal year 1946 to pay for a more equitable share of

direct personal service costs than in the prior year, when
a larger anioimt of such costs were absorbed by the Office

of Inter-American Affairs. During the fiscal year 1947,

there will be a slight reduction in direct personal service

costs below that required in fiscal year 1946; also in 1947

the Corporation will be required to pay for a pro rata share

of over-aU supervision as stated above. (For further

details see statement of income and expenses, exhibit B
and schedule B-2.)

Language

The types of programs set forth in the 1947 budget of the

Prencinradio, Inc., within the funds available to it, are approved.

(Act of Dec. 6, 1946, Public Law S48.)
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS

IP'iscal years ending June 30, 1945, 1946, and 19471

1945, actual 1946, estimated

FUNDS APPUED
To malse loans to radio stations

To purchase of radio station equipment

To operating expenses: i

Administrative, Washington (see schedule B-2)

Motion-picture program __

Radio program

To advance payment for radio time -

To deposit to miscellaneous receipts

To increase (or decrease*) in working capital (see schedule A-1)

.

25, 395

69, 550

$15, 642

11, 823

23, 416

5,578

975, 000

•939, 438

$11, 079

12. 702

88,125

•69, 712

Total funds apphed. 92, 021

FUNDS PROVIDED

By repayments under trust agreement (motion-picture program).

By installment payments from purchasers of share investments.

.

By sale of equipment at book value ,_

By sale of office equipment

By recovery of costs on motion-picture program _.,

By rentals on radio equipment -

By interest on loans

31,110

6,881
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

|As of June 30, 1944, 1945, 1946, and 1947)

ASSETS
Cash:

Treasurer's official checking account with Treasurer of United States —
Treasurer's official checking account with National City Bank of New York..

Disbursing officer's checking account

Total cash

Advance to travelers

Advance to agent officer

Trust receivable (motion-picture program).

Accounts receivable

Equipment:

Radio

Office

Radio station..

Total equipment.

Loans receivable

Accrued rentals receivable

Accrued interest receivable

Deferred charges: Advance payment for radio time.

Total assets.

UABIUTIES
Accounts payable.

CAPITAL

Grants-in-aid from Office of Inter-American Affairs

Amount returned by Rescission Act

Amount applied to operations

Value of property transferred to other Government agency.

$1,119,126

54.238

11.617

35.511

146, 837

19, 148

93, 042

1,209

1, 691. 262

$999, 729

85.153

2.354

17,239

115, 727

13, 267

8,177

14, 358

-265, 450

-93, 042

$77. 060

63.092

8,285

14, 943

48,323

10.000

30, 000

-975. OOO

-297, 657

-93, 042

$43,004

47, 20B

13, 590

7,347

-1,063,125

-344. 220

-93, 042

Schedule A-1

CHANGES IN WORKING CAPITAL

[Fiscal years ending June 30, 1945, 1946, and 1947]
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Schedule B-2

ADMINISTRATIVE EXPENSES
[Fiscal years ending June 30, 1946, 1946, and 1947]

By accounts





WAR DEPARTMENT

PANAMA RAILROAD COMPANY
Creation and Purpose

The Panama Railroad Company was incorporated by
an act of the Legislature of the State of New York oe
April 7, 1849, and was operated under private control
until 1881, when the original French Canal Co. acquired
most of the 70,000 shares of its stock. This company
and its successor, the New Panama Canal Co., continued
to operate the railroad company as a common carrier and
also as an adjunct to their attempt to construct a canal,

until 1904, when their stock (68,888 shares) passed to the
ownership of the United States as a part of the assets of

the New Panama Canal Co., which were purchased for

the sum of $40,000,000, as authorized by the act of Con-
gress approved June 28, 1902 (34 Stat. 481). The remain-
ing 1,112 sbai'es were purchased from private owners in

1905, at an average cost of appro.ximately $140 per share.

By Executive Order of May 9, 1904, the President
directed that all members of the Isthmian Canal Com-
mission be elected to the board of directors of the Panama
Railroad Company and that the policy of the Panama
Railroad Company be completely harmonized with the
policy of the Goverimient of making it an adjunct to the
construction of the Canal, while at the same time fulfilling

the purpose for which it was constructed as a route of

commercial movement across the Isthmus of Panama.
The Panama Canal Act, approved August 24, 1912, au-
thorized the President to establish, mauitain, and operate,
through the Panama Railroad Company, or otherwise,
numerous types of business activities related to the Canal.
This authority was exercised in many cases, and the con-
duct of incidental business operations by the Panama Rail-
road Company has been continued to date.

From 1914 to 1939 its operations were on a faii4y stable

basis, marked only by an abrupt declme in the early 1930's
of its once important coalmg busmess. Duriiig the period
of construction for national defense, starting in 1940, and
throughout World War II, the Company's business was
greatly expanded. This caused a large mcrease in the
earnings of its various enterprises. The Lncreased de-
mands suddenly placed upon the Company made it neces-
sary for it to add many items to its facilities, such as addi-
tional locomotives, commissary store buildings and ware-
houses, and telephone equipment. It also became neces-
sary to utilize a great deal of additional working capital to

cover increased inventories, mcreased current accounts
receivable, and mcreased cash to cover larger purchases,
pay roUs, and other expenses. The peak of the Company's
business was reached m 1943, but all activities have con-
tiiiued on a relatively high level durmg the period 1944
to 1946.

Financial Organization and Policy

The authorized and issued capital stock of the Panama
Railroad Company at the time of its acquisition by the
United States Government in 1904 was $7,000,000, con-
sisting of 70,000 shares. No change has been made in its

capital structure and the Company has no bonded indebt-

edness. The entire capital stock of the Company stands
in the name of the Secretary of War, with the exception of
13 shares which are issued to the directors for qualification
purposes but which remain m the custody of the Secretary
of War. The Secretary of War, by vktue of holdmg the
majority of the stock, nominates or approves the 13 di-
rectors who admmister the affairs of the Panama Railroad
Company. The Governor and the engmeer of mamte-
nance of The Panama Canal are president and second vice
president, respectively, of the Panama Railroad Company
and also members of its board of directors.

Although the Company is authorized by its charter to
borrow money and to mortgage its property, if necessary,
it does not exercise the right to do so. The Company
has followed a very conservative financial policy, and its

board of directors has set aside funds, invested in United
States Government securities, to provide for the replace-
ment of plant and equipment and for other important
future expenditures. All cash funds which the board of

directors considers to be in excess of the needs of the
Company are paid as dividends into the Treasury of the
United States. The absolute necessity of adhering to
this policy was amply demonstrated at the stai't of the
expansion period in early 1940 when the sudden demands
upon the Company, not only for additional facilities but
also for additional workmg capital, resulted in a serious
dram on the Company's cash.

Analysis of Budget Program by Major Activities

The operation of the Panama Railroad Company may
be divided into nine distinct activities or functions, which
are listed below and individually discussed in the following

text: (1) Railroad, (2) Harbor terminal facilities, (3)

Telephone system, (4) Hotel Tivoli, (5) Hotel Washing-
ton, (6) Commissary Division, (7) Coaling plants, (8)

Mindi dairy, (9) New York office and steamship line.

Supplementmg exhibit B, statements of income and
expenses have been prepared for each of the foregoing

units and are shown in the same order as listed above on
schedule B-1.

In view of the fact that the activities of the Panama
Railroad Company are wholly commercial in nature, the

level of its business is directly affected by economic con-

ditions. The general assumption on which the estimates

for fiscal years 1946 and 1947 are based is that there will

be a great decline in certain types of activities related to

the war effort, which will be offset in part by the resump-
tion of certain peacetime activities. However, because

of the permanent expansion in activities of the United

States Government in this area, it is assumed that the

business of the Panama Railroad during 1947 will be

above the level of prewar years.

Railroad {see schedule B-1).—The railroad comprises 50

miles of main line track between the cities of Panama and
Colon, at the Pacific and Atlantic terminals of the Canal,

and the usual appurtenances, such as freight and pas-

senger stations and terminals, railroad yards, industrial

419
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trackage, and the requisite rolling stock. The railroad

serves The Panama Canal, the United States Army and
Navy, and other Govermneftt agencies on the Isthmus,

and also performs the functions of a common carrier in

meeting the needs of the Republic of Panama, and com-
mercial agencies transacting business in this aiea.

For purposes of administration and accountmg, there

are also mcluded under this heading the uicidental real

estate activities of the Company. Formerly the Company
had an extensive real estate business consisting of the

rental of Company-owned lands in the cities of Colon and
Panama, Republic of Panama. All such lands not needed
for the operations of the Panama Railroad Company or

The Panama Canal were transferred to the Republic of

Panama in December 1943, under authority of Public Law
No. 48, 78th Congress, and smce that date the Company's
real estate activities have been of negligible importance.

The gross revenues from operations of the railroad dur-

ing the fiscal year 1945 were $3,257,785. (See schedule

B-1.) It is estimated that for fiscal year 1947 gross

revenues will be reduced to $2,010,000 as a result of, first,

the loss of Government business produced by war activi-

ties, and, second, the contemplated diversion of a signifi-

cant amount of passenger and freight traffic to the recently

constructed trans-Isthmian highway.
"V\liile expenses are estimated to be appreciably reduced,

the reduction will not be proportionate to the decline in

revenue. This is caused by the fact that the largest part

of the ex"pense of operating and mamtaiiiing the railroad

does not vary with the volume of traffic and must be
incurred as long as required standards of service are main-
tained. Depreciation in 1947 is shown on this schedule

as $182,000. This is a reduction of $60,589 in the amomit
shown for 1945 because of the expiration of the assigned

service-life of certain equipment purchased solely for

wartime operation.

As a net result of the anticipated decline in both gross

revenues and expenses, it is estimated that net revenues of

the railroad, which were $1,025,411 m fiscal year 1945, will

be reduced to $50,000 m fiscal year 1947.

The railroad provides the prmcipal transportation serv-

ice for both freight and passengers between the two sides

of the Isthmus of Panama. The Canal waterway is suit-

able only for oceangoing commerce and cannot be utilized

conveniently for local movements between its two terminal

ports. The trans-Isthmian highway was buUt during the

war by the United States Govenmient, but wartime restric-

tions and shortages have so far prevented the establish-

ment of truck and bus facilities adequate to satisfy a con-

siderable part of the local demands. The rapid growth
of highway facilities may be expected, but it is not believed

that they will ever entii'ely replace the services of the

railroad, particularly for heavy or bulky shipments.
Harbor terminaljacilities {see schedule B-1).—The harbor

terminal facilities consist of docks, piers, and appurte-
nances necessary for handling, transferring, stevedormg,
and stormg cargo arriving at the Canal Zone ports of

Cristobal and Balboa, either for ultimate destmation in

the Canal Zone or the Republic of Panama, or for trans-

shipment to pomts beyond. They include facilities for

berthing vessels at docks and piers. This function also

includes the custody and rental of the Colon stables.

The net income of the harbor terminals during fiscal

year 1945 was $760,957. (See schedule B-1.) It is

estimated that this income will decline in fiscal year 1947
to $325,000, which approximates the prewar level of

earnings. During the war, an important part of the

business of the harbor terminals consisted in handling

Government cargo arriving at the Isthmus in connection
with the establishment and maintenance of the increased
military and naval facilities required by the war effort.

Conversely, there was a dechne in the transshipment of

commercial cargo.

During 1947, it is estimated that the handling of govern-
ment cargo will decrease, but not to the level of prewar
years. The receipt of commercial cargo for trans-

shipment, on the other hand, is expected to increase, the
extent of the increase depending both on economic condi-
tions and on the trade routes established, which might
or might not entail cargo transfer on the Isthmus.
As the docks and piers in the Canal Zone operated by

the Panama Railroad Company handle nearly aU incom-
ing and outgoing cargoes for the United States Govern-
meixt in the Canal Zone, as well as imports and exports
of the cities of Panama and Colon in the Republic of
Panama, this function will vary in conformity with changes
in the demands for its service.

Telephone system {see schedule B-1).—The telephone
system provides telephone service for The Panama Canal
and for the civilian communities in the Canal Zone. It

also leases trunk lines, circuits, and duct space to the

United States Army and Navy and to the Government of

Panama. As regards gross and net income, it is the most
stable operation conducted by the Panama Railroad
Company.
The net income from telephone system operations dur-

ing fiscal year 1945 was $96,316. (See schedule B-1.)
It is estimated that the net income in both 1946 and 1947
will be $85,000. The decline which will result from the

curtailing of Government activities in the Canal Zone is

expected to be partially offset by increased revenues from
private telephones, which could not be furnished during
the war years because of the shortage of telephone equip-
nieut.

As the telephone system provides services for United
States Government interests as well as for the civihan

population in the Canal Zone, its activities will change in

conformity with variations in the demands for its service.

Hotels Tivoli and Washington (see schedule B-1).—The
Hotel Tivoli in Ancon, adjacent to Panama Citv, is an
old frame structure of 132 rooms owned by The Panama
Canal, built in 1907, and fully depreciated many years ago.

It is leased by the Panama Railroad Company, the annual
rental in fiscal year 1945 being $36,000, wliich was in-

creased to $60,000 effective at the beginning of fiscal year
1946. The Hotel Washington in Colon is a concrete

structure of 82 rooms, built m 1913, and owned by the

Panama Railroad Company.
In the decade 1930-39 both hotels operated at a loss,

their continued operation having been justified because of

their status as essential adjuncts of The Panama Canal
or, more broadly speaking, of the United States Govern-
ment in this area. Since the large expansion in activity

on the Isthmus starting about 1940, both hotels have
operated at a profit, and in fiscal year 1945 the net income
of the Hotel Tivoh was $103,344, and that of the Hotel
Washington, $48,758. (See schedule B-1.)

It is estimated that the net incomes of the Hotels Tivoli

and Washuagton will dechne to $50,000 and $20,000,
respectively, in fiscal year 1947. This decrease is antici-

pated in view of the general decline in business resulting

from the termination of the war and the decrease in the
military and naval forces on the Isthmus. It is estimated,

however, that the business resulting from increased com-
mercial air traffic between North and South America will

enable both hotels to operate at a profit, at least until
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such time as adequate hotel facilities are provided in the
RepubUc of Panama by commercial interests.

In a note accessory to the Treaty with the Republic of

Panama, concluded March 2, 1936, it was agreed that
the United States Government wUl leave the hotel business
in the hands of Panamanian industry when suitable hotel
accommodations ai'e available in the Republic. How-
ever, it is considered that it will always be necessary for

the United States Government to provitle the equivalent
of hotel facilities at each end of the Canal to serve officials

and employees of the United States Government, who are

required to visit the Canal Zone for inspections or other
official business.

Commissary diviswn (see schedule B-1).—The commis-
sary division provides food supplies, clothing, and other
essential requirements to Government emploj^ees and
their families, to establishments of the United States
Government located on the Isthmus, and to commercial
shipping. In addition to retail stores in all the Canal
Zone communities, it operates large dry and cold storage
plants, a bakery, an ice-cream and milk-bottling plant, an
industrial laboratory, an ice plant, an abattoir, a coffee-

roasting plant, and a laundry.
Conmiissary sales m fiscal year 1945 totaled $38,101,950

(see schedule B-1), and were at an even higher level in

the first 2 months of fiscal year 1946, because of the great
quantities of goods sold to tankers and other steamships
engaged in transporting war supplies to the Far East,
many of which used the Canal as a home base. This
added business threw an excessive work load on the
commissary division but it declined abruptly after the
termmation of hostilities.

The expanded activities of the United States Govern-
ment on the Isthmus, including the Panama Canal, the
Army, and the Navy, require in themselves a considerably
increased quantity of comniissary goods sold at whole-
sale. The larger civilian population resulting from the
expansion of Federal activities has increased the volume
of retail trade. Because of these two conditions the
commissary business is now, and probably will continue
to be, much larger than it was before the war. It is

estimated that sales in fiscal year 1946 will be $39,000,000,
taking into account the large sales in the early part of the
year, while for fiscal year 1947 sales are estimated at

$29,000,000. It is further estunated that the net revenue
from the commissary will be $750,000 in fiscal year 1946
and $200,000 in fiscal year 1947. Estunated depreciation
is shown on schedule B-1 to decrease from $305,000 ua

1946 to $153,000 in 1947. This will result from the policy
adopted during the period of expansion m 1940 and 1941
of writing off a considerable portion of the additional
investment in buildings and equipment dm'ing what was
then estimated to be the period of abnormal activity.

Coaling plants {see schedule B-1).—The Panama Rail-
road operates two coaling plants, one at each termmus of

the Canal, to supply coal to shipping calling at Canal
Zone ports. In addition to selling coal, the coaling plants
derive revenue from wharfage on vessels docking at coal-

ing plant piers but not takmg coal. The Balboa coaling
plant also handles sand brought by barge to the Canal
Zone from nearby deposits.
The net revenue of the coaling plants dm'ing fiscal year

1945 was $94,769. (See schedule B-1.) This favorable
result was occasioned by the facts that during the war
years a large number of old coal-burning ships were
brought back into service and that vessels generally could
not secure coal at the normally competitive West Indian
stations.

It is estimated that the net revenue of the coaling plants
will dechne to $10,000 in fiscal year 1946 and to $1,000
in fiscal year 1947. These estimates are based on the
fact that the war-induced demands for coal, explained
above, ceased soon after the start of the current fiscal

year, and it is not expected that any important new de-
mands will arise. Declines in revenues from sand-
handlmg operations and wharfage are also anticipated as

a residt of generally reduced activity.

The function of the coaling plants of providing coal for

ocean shipping using the Canal, was at one time one of

great unportance. While its operations have been greatly
decreased in the past 15 years, it played a vital part in

the war effort, and as long as coal-burnuag ships are
operated and transit the Canal the operation of the coal-

ing plants should be continued in order to fiu-nish com-
plete and adequate facilities for all ocean ships using
the Canal.
Mindi dairyjarm {see schedule B-1).—The Mindi dairy

farm, consisting of a herd of approximately 1,000 head,
produces the fresh milk for the Canal Zone community,
the total output bemg processed and marketed through the
commissary division. Under the climatic conditions of

the Canal Zone, cows have a relatively short life of full

normal milk production, and it is not economically prac-
ticable to raise sufficient calves for the necessary replace-

ments. For this reason, dairy cattle are imported from the
United States, there being no local som-ce of suitable herd
replacements.
The net revenue from the operation of the dairy farm

during fiscal year 1945 was $18,814. (See schedule B-1.)
It is estimated that the net revenue wOl be $5,000 in each
of fiscal years 1946 and 1947; the smaller earnings would
be a residt of decreased production and increased unit
operating costs.

New York office and steamship line {see schedule B-1).—
The New York office of the Panama Railroad Company is

the general office of the Company maintained under its

charter as a corporation of the State of New York; it is

also the main office of the Company in the United States.

Aside from the admmistration of its corporate affairs, it

has control imder the authority of the board of directors

of all of the funds of the Company, except those required

for working cash in the Canal Zone, and of the deposit and
investment of those funds.

The New York office also has direct supervision over
and responsibility for the operation of the steamship
service and facilities in cormection therewith, for the

transportation of supplies, material, equipment, and per-

sonnel to the Canal Zone; the operation of a commissary
purchasing department, and the necessary accounting

required in connection with those activities.

The Company's steamship line comprises thi-ee iden-

tical cargo and passenger steamers of 10,000 gross tons,

built in 1939 at a total cost of $13,200,000. They nor-

mally maintain a weekly service between New York and
Cristobal, C. Z. In June 1941, the S. S. Panama was
requisitioned by the Maritime Commission for use during

the national emergency, and shortly after the declaration

of war the S. S. Ancon and the S. S. Cristobal were requi-

sitioned by the War Department for use in the prosecution

of the war.
The S. S. Ancon has been retm-ned to the Company

and the assumption has been made that the other two
steamers will be returned by the beginning of fiscal year

1947 and that normal operation will be resmned shortly

thereafter. On this basis, it is estimated that the net

revenue from steamship operations in fiscal year 1947
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will amount to $74,312, predicated upon a total operating
income of $4,090,500 and total expenses, including the

general expenses of the New York ofRce, of $4,016,188.
These estimates are based on an operating revenue about
$500,000 less than in 1941 and on an increase in operating
expenses of $500,000. The reduced income is caused by
an estimated reduction in Panama Canal freight ship-

ments and the restriction for a limited time of passenger
traffic largely to the transportation of employees at special

rates. The increased expenses are due to higher operating
and stevedoring costs, and an increase in genera) expense
because of increases in the compensation of employees.
The steamship line, although discontinued during

wartime, had proved itself to be an essential adjunct
to the construction, operation, and maintenance of the
Canal, by furnishing ocean transportation for the large

quantity of goods required by The Panama Canal and by
the civilian community in the Canal Zone, as well as by
furnishing passenger transportation for the civOian em-
ployees and then- families between the Canal Zone and
the United States.

Nonoperating income and expenses (see exhibit B).—The
interest earned on the Company's investment in securities

amounted to $231,020 in fiscal year 1945. Corresponding
income for fiscal years 1946 and 1947 is estimated at

$258,274 and $203,950, respectively, as shown on exhibit

B. The decrease in fiscal year 1947 will be the result of

the liquidation of securities to pay for the rehabilitation

of steamers.
Nonoperating expense consists of the Company's

contribution to the pension fund of the New York em-
ployees. The amount of this contribution in fiscal year
1945 was $18,944, and it is estimated that in fiscal years
1946 and 1947 the corresponding expense will be $20,000
and $25,000, respectively. The increase in 1947 will be
the result of an increased number of employees due to

resumption of steamship operations.

Operating Results

During the fiscal year 1945, the operations of the Com-
pany as a whole resulted in a net revenue of $3,246,349.
This result is arrived at after making due provision for
depreciation on the Company's physical plant, except
the steamers not now under the Company's operation,
and takes into account accrued liabilities for all expenses
not settled at the close of the fiscal year. During the
fiscal year 1945 two dividends totaling $2,800,000 were
paid in cash by the Company into the Treasury of the
United States. Certain other transactions affecting the
general profit and loss or earned surplus account of the
Company are reflected in e.xhibit B.
For fiscal year 1946, it is estimated that the Company

as a whole will have a net revenue of $2,195,848, and for
fiscal year 1947 a net revenue of $989,262. These reduc-
tions in estimated net revenue reflect the anticipated
dechne in business activities of the Company and the
return to peacetime conditions as explained in the pre-
ceding paragraphs.
Net revenues for fiscal years 1946 and 1947 will be

transferred to the earned surplus accoimt of the Company.
A dividend of $2,100,000 has already been paid during the
current fiscal year and additional dividends may be de-
clared by the board of directors whenever the continuing
review of the Company's finances indicates that such
dividends can be paid without hnpairing or jeopardizing
the Company's cash position. The payment of dividends
amounting to $3,000,000 is provided for in the 1947

budget. It is possible that part of these dividends will

be paid in 1946.

FiNANci.\L Condition

There follows a brief discussion of the Company's
fuiancial condition as detailed in exliibit C:

Inventories.—The inventories of the Company, totaling

$6,696,391 at June 30, 1945, are carried on thi?, books at

cost, hicluding liability for ocean freight not paid in cash.

Inventories are corrected annually based on a physical
check at the close of the fiscal year. The anticipated

decline in inventories conforms in part with the antici-

pated decline in business. There is also anticipated a
decline of $1,000,000 tied up in material in transit, upon
the return to normal ocean shipping, and in particular the
resumption of regular ocean freight shipments on the
Company's steamship line. A postwar inventory reserve

for commissary supplies, amounting to $750,000, had been
provided for contingent losses resulting from liquidation of

surplus or substitute stock acquired during the war and
to cover possible sharp declines in merchandise values.

It is now considered that no losses of this sort will actually

be suffered and it is proposed, subject to approval of the
board of directors, to transfer this reserve to unreserved
surplus.

Plant and equipment.—All items of plant and equip-
ment are recorded on the books at actual cost, including
cost of installation. Depreciation is charged on the

straight-line method based on service lives determined
from engineering estimates. TVliile no major additions
to the Company's physical plant during fiscal years 1946
and 1947 are anticipated at this time, allowances of

$250,000 for the commissary and $100,000 for harbor
terminals have been includecl in the projected statement
of financial condition as of June 30, 1947, to cover various
items now m a preliminary state of consideration.

Accounts receivable.—Accounts receivable consist pri-

marily of amounts due from United States Government
agencies. As no credit is extended to commercial inter-

ests or individuals without adequate guarantees, no
significant losses fi-om uncollectible accounts are antic-

ipated and no reserves for such losses are provided. The
slight decline anticipated in accounts receivable reflects

the anticipated decline in activity.

Funds.—Funds of the Company which are not required

for handling its normal daily cash transactions are in-

vested in United States Government securities. Certain
of these securities and the interest thereon have been set

aside by the board of directors to cover the Company's
contingency and depreciation reserves. Exhibit C lists

the Company's total assets, and shows the amounts set

aside as reserves and as working funds.

The investment in United States Government securities

on June 30, 1945, amounted to $22,199,000. All these in-

vestments have been set aside for replacement of obsolete

and worn-out property and equipment and for postwar
contingencies, with the exception of $3,130,000 carried in

the working fimd, consisting of United States Treasury

% percent certificates of indebtedness. The $6,000,000
decrease in United States Government securities would
result from using these funds to pay for the anticipated
cost of rehabilitation of the Company's steamers, as ex-

plained in more detail below.
Deferred credits.—The large balances under this heading

as of June 30 of 1945 and 1946 are principally the Com-
pany's accrued liability for ocean freight payments on
goods carried under dhection of the Army Transport
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Service. It is now assumed that the Company will not
be requu-ed to make cash payment for this liability but,

on the other hand, that it will receive no rental for use of

its steamers and will be required to spend an estimated

$6,000,000 to rehabilitate them for the service in which
they were formerh^ engagetl. As the estimated gross

liabilitv for unpaid ocean freight is $7,000,000, this would
leave $1,000,000 to reduce the loss of $3,043,333 as of

June 30, 1946, in depreciation on the steamers while

diverted from the Company's use and which has been

taken from the Company's amiual earnings. A fund of

$6,000,000 has been set aside by the board of directors to

cover this rehabilitation expense.

Reserved surplus.—As previously stated, the Company's
steamers were requisitioned for other use during the war
period, and since they have not been under the Company's
control it has not been possible to make allowance for

their annual depreciation, in the regular operating accounts

of the Company. For this reason the annual depreciation

on the steamers, $660,000, has been taken from the general

earnings of the Company as a whole. Upon return of the

steamship line to normal operations this accrual will be
transferred from the reserved surplus account to the

regular accrued depreciatioTi account for the steamers.

These steamers must be rehabilitated, at an estimated

cost of $6,000,000, but this rehal)ilitation will merely
restore the steamers to their normal deiu-iH'iated condition

and will not alter the estimated long-term life of the

steamers as originally estimated at the time of their

acq uisition

.

A postwar contingency reserve of $2,000,000 has been
set aside from the stated earnings of the Isthmian activi-

ties in order to cover contingencies that might be ex-

perienced in the postwar yeare but which could not be
definitely foreseen at the time the reserve was set up.

It is considered that this situation will be clarified by
June 1947 and that by that time there will be no fm-ther

need for a postwar contingency reserve as such. Any
xmused amount of the $2,000,000 reserve will be trans-

ferred to the mrreserved suiplus account. It now appears

that a substantial part of this sum may be required for

alterations of the Isthmian plant, which the wartime
'experience has shown to be clesirable. Changes in this

category are of the type that would normally have been
made as soon as the need for them became apparent, but

which could not be made dming the war because of the
extensive use of all facilities and the impossibility of

diverting manpower and materials to the work. Part of

it will also be required to rehabilitate some items of

Isthmian plant which were subject to extreme usage
during the war and could not be taken out of service for

normal maintenance.
The commissary division inventory reserve of $750,000

has been discussed in the preceding section inider the

heading of Inventories. As explained under that heading,

it now appears that this reserve wiU no longer be required

and that it will be transferred from reserved surplus to

unreserved surplus.

A coal plant reserve of $283,565 was provided in part to

cover contingent losses resulting from a major reduction

of coal prices and to cover contingent losses in the possible

liquidation of the coal plants. A project in this latter

category is now under way, and it is estimated that this

reserve will be reduced to $250,000 by June 1946. Other
expenditures of this type may be required in 1947, and
any remaining balance of the $250,000 will be transferred

from reserved surplus to unreserved surplus during fiscal

year 1947.

Administrative Expenses

These expenses cover the salaries and wages in the New
York office of the first vice president, the third vice presi-

dent and secretary, the treasurer, the auditor, and the

employees in the administrative office and in the offices of

the treasurer and the auditor. Also included are the

general office expenses of these officers and employees, and
the legal expenses in the United States. With reference

to Isthmian activities, the entire administrative expense is

comprised of the executive, administrative, accounting,

collecting, disbursing, and legal services furnished by
The Panama Canal, and the cost of the external audit

previously conducted by a public accounting firm and now
to be conducted by ' the General Accounting Office.

Further details of administrative expenses are given in

schedule B-3.

L.\NGUAGE

The types of programs set forth in the 1947 budget of the Panama
Railroad Company, within the funds available to it, are approved.

{Act of Dec. 6, 1945, Public Law 248.)
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS
[Fiscal years ending June 30, 1945, 1946, and 1947]

FUNDS APPUED

To operating expenses (see exhibit B) :
*

Railroad (sec schedule B-1):

Administrative expenses

Other expenses

Harbor terminals (see schedule B-1)

;

Administrative expenses.

Other expenses

Telephone system (see schedule B-1)

:

Administrative expenses _ ._

Other expenses -.

Hotel Tivoli (see schedule B-1)

:

Administrative expenses

Other expenses _ _

Hotel Washington (see schedule B-1):

Administrative expenses _.

Other expenses

Commissary division (see schedule B-1)

:

Administrative expenses __

Other expenses

Coaling plants (see schedule B-1);

Administrative expenses

Other expenses- _-.

Mind! dairy (see schedule B-1):

Administrative expenses

Other expenses.

New York oflice and steamship line (see schedule B-1):

Administrative expenses ._

Other expenses --

Total operating expenses (excluding depreciation).

Less: Plant retirements charged to expense

Less: Operating reserve charged to expense

Total net operating expenses

To nonoperating expenses: Contribution to pension fund.

To purcliase plant and equipment:

Harbor terminals

Telephone system

Commissary division

Uncompleted construction and improvement

Total plant and equipment..

To replacement of property and equipment and for contingenries..

To charges to proflt and loss account:

Merchandise lost at sea, prior years

Unadjusted charges

To dividends paid to the V. S. Treasury

To expenditures from reserves:

Refrigerator guaranties paid •..

Deferred maintenance, Hotel Tivoli

Demolition of pier No. 2, Colon

Demolition of wharf bunker, Cristobal coal plant..

Postwar losses and expenses

Employees' accrued leave

Total expenditures from reserves...

To rehabilitation of steamers . ,

To increai^e (or decrease*) working capital (see schedule A-1),.

Total funds applied..

$82,380

, 907, 405

100.500

, 789, 160

8,937

199, 868

10. 157

326, 308

8,566

139, 991

322, 151

;, 519. 251

6,734

233, 306

118,130

10, 986

8, 794, 788

•21, 760

•24, 946

99, 725

10, 900

12, 239

12, 060

$8, 748, 082

18,944

134, 924

979, 764

5,228

2, 800, ono

5,161

343, 024

112.800

1, 862, 200

11,000

199, 000

13,000

317,200

10. 000

147, 400

318, 000

3, 842, 000

6.000

230, 000

4,700

6,500

114, 112

48,314

9, 124, 926

•4, 519

•26, 275

60.000

38,000

25,284

10,723

33, 665

19.094,132

20, 000

88,000

229, 195

69, 572

687, 175

$81,750

1, 696, 250

95,100

1,825,000

8.450

190, 000

11,625

302, 800

8,825

139,000

240.050

3, 441, 950

4,350

210, 000

4,650

7,000

137, 152

3, 219, 035

11, 622, 838

•10,000

100,000

17.000

250,000

2, 000, 000

50, 000

$11,612,888

25, 000

367, 000'

183, 625

2, 080, 000

6, 000, 000

•2, 391, 063

•Deduct,

' Excludes expenses which do not reqiure funds during current'year (see eihiblt'B).
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Exhibit A—Continued

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS—Continued
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Exhibit B
COMPARATIVE COMBINED STATEMENT OF INCOME AND EXPENSES

[Fiscal years ending June 30, 1945, 1946, and 1947]
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Exhibit C

COMPARATIVE STATEMENT OF FINANCIAL CONDITION

[As of June 30, 1944, 1945, 1946, and 1947]

ASSETS
Inventories:

Merchandise held for sale

Railroad and other material and supplies

Dairy cattle

Merchandise and materials in transit

Total inventories-

Plant and equipment:

Eailroad and appurtenances

Docks, piers, and appurtenances

Coal plants -

Telephone system

Heal estate

Hotel Washington.

Commissary plants, stores and equipment

Dairy farm

Steamships-

Uncompleted construction and improvement..

Total

Less donations and grants.

Total plant and equipment..

Less: Accrued depreciation

Net plant and equipment.

Accounts receivable:

U. S. Government agencies..

Individuals and companies.

.

Total accounts receivable.

Special deposit;

U.S. Treasury bonds deposited with associated Latin-American frcieht conference.

Funds deposited with U. S. Treasury under War Shipping Administration policy...

Total special deposit-

Funds for replacement of property and equipn

U. S. Government securities

Other securities

Cash on deposit

Accrued interest on securities..

Total -.- -

Working funds:

Cash on hand and in banks;

New York
Isthmus. -

nt and for postwar contingencies:

U. S

Total cash..

Government securities..

Total working funds

Accrued interest receivable: Accrued Interest on Investments..

Deferred debit items

Other assets

Total assets

$6, 968, 197

933, 227

151,950

2, 800, 206

$4, 003. 204

552,313

172, 23.1

1, 968, 643

$6, 172, 000

300, 000

170,000

2, 000, 000

9, 853, 5S0 6, 696, 391 8, 642, 000

13, 363, 456

5, 702, 773

833, 482

2, 064, 409

3, 773, 730

750, 408

5, 419, 968

126, 281

13, 200, 000

17, 099, 967

5, 790, f

833, 482

2, 069, 385

17, 100, 000

6, 790, 000

833, 000

2, 009, 000

750. 403

5, 379. 098

126, 2S1

13, 200, 000

12, 060

750, 000

6, 400, 000

126, 000

13, 200, 000

50, 000

45, 234, 507

•901, 079

45, 262, 109

•901, 079

45, 318, 000

•901, 000

44, 333, 428

12,876,112

44, 361, 030

•13, 731, 471

44,417,000

•14,618,000

1, 618, 075

331, 392

1,083,759

573, 825

1, 000, 000

400, 000

20, 000

100, 000

12, 149, 000

11,385

13, 080

40, 064

12, 213, 529

3, 143, 944

3, 789, 799

4, 800, 000

11, 733, 743

12, 308

53. 258

117, 688

67,510,889

13, 069, 000

11,385

71, 103

41,805

13, 193, 293

3,881,918

3, 600, 749

7, 482, 667

9, 130, 000

16, 612, 667

18. 743

14,767

44, 361

68, 887, 365

13, 069, 000

11, 385

297, 103

45, 000

13, 422, 488

4. 079, 056

3, 600, OCO

7, 679, 056

9, 130, 000

16, 709,

i

18,000

25. 000

75,000

70, 110. 644
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Exhibit C—Continued

COMPARATIVE STATEMENT OF FINANCIAL CONDITION—Continued
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Schedule A-1

CHANGES IN WORKING CAPITAL

[Fiscal years ending June 30, 1946, 1946, and 1947]

1945, actual 1946, estimated

Current assets (increase or decrease*)

:

Inventories:

Merchandise held for sale ._

Railroad and other material and supplies.

Dairy cattle

Merchandise and material in transit

Accrued interest receivable

Accounts receivable

:

U. S. Government agencies

Individuals and companies _.

Worltine funds:

U, S. Treasury % percent certificates

Cash on hand and in banks _

Funds held by agents and employees

Deferred debit items

Current liabilities (increase* or decrease):

Accounts payable

:

U. S. Government agencies

Other

Accrued salaries and wages payable

Deferred credit items

Increase (or decrease*) in working capital

$1, 964, 993

*380, 914

20,281

•831, 563

6,435

•534,316

242, 433

4,330.000

548, 924

•73, 327

•38,491

•133, 208

723, 399

•27, 335

•1,544,301

343, 024

$2, 168, 796

•252,313

•2,231

31, 357

•743

•83, 759

•173,825

30. 639

10,233

63, 583

125, 965

•10,272

•1,416,644

587, 175

•$1,000,000

13, 000

•1, 000, 000

•10,000

•6, 000. 000

•1,444,063

50.000

7, 000, 000
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Schedule B-1

COMPARATIVE STATEMENT OF INCOME AND EXPENSES BY ACTIVITIES

IFiscal years ending June 30, 1945, 1946, and 19471

Operating income:

Freight transportation

Passenger transportation

Other transportation revenue

Other than transportation revenue.

Total operating income..

Operating expenses:

Administrative expenses

Depreciation of plant and equipment..

Other expenses:

Maintenance of way
M aihtenance of equipment

Transportation expenses

General expenses

Total other expenses-

Total operating expenses.

Net operating Income

HARBOR TERMINALS
Operating income:

Wharfage

Stevedoring

Handling and transferring..

Other revenues

Total operating income-.

Operating expenses:

Administrative expenses -

.

Depreciation of plant and equipment..

.

Other expenses:

Rent -

Repairs

Stevedoring expense

Handling and transferring expense.

Other operating expense

Total other expenses.

Total operating expenses.

Net operating income

TELEPHONE SYSTEM
Operating income:

Rent of telephone ^

Rent of trunk line, circuits, and duct space

Printing typewriters and electric clocks

Other revenue

Total operating income

Operating expenses:

Administrative expenses

Depreciation of plant and equipment..

Other expenses

Total operating expenses.

Nel operating income

1945, actual
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Schedule B-1—Continued

COMPARATIVE STATEMENT OF INCOME AND EXPENSES BY ACTIVITIES—Continued
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Schedule B-1—Continued

COMPARATIVE STATEMENT OF INCOME AND EXPENSES BY ACTIVITIES—Continued
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Schedule B-2

COST OF SALES BY ACTIVITIES

[Fiscal years ending June 30, 1945, 1946, and 1947)
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ScHEDtTLE B-3

ADMINISTRATIVE EXPENSES
[Fiscal years ending June 30, 1945, 1940, and 1947]

By accounts



UNITED STATES SPRUCE PRODUCTION CORPORATION

Ceeation and Purpose

The United States Spruce Production Corporation was
organized under the laws of the State of Washington on
August 20, 1918, by the director of aircraft production.
Authority for creation of the Corporation and limitations

on the continuation of its particidar functiol^s are to be
found in chapter XVI of an act making appropriations
for the support of the Army, etc., approved July 9, 1918,
Pubhc Law 193.

The objects and purposes for which the Corporation
was formed, as stated in its articles of incorporation, which
conform to the pm'poses of the said chapter XVI, were,

"The pm-chase, production, manufacture, and sale of

ail-craft, aircraft equipment, or materials therefor, and to

build, own, and operate railroads in connection therewith,

and in general, to do all acts and things which may be
incidental to the carrying out of the foregoing purposes
or to the exercise of the foregoing powers, or which may
be necessary, advantageous, desirable, or convenient
therefor."

The Corporation took over the industrial activities of

the spruce production division of the bureau of aircraft

production of the United States Army Air Service. The
function of that bureau was the production and allocation

of aircraft lumber to the United States and its allies,

Great Britain, France, and Italy. In order to carry out
the required production program of the bureau it was
necessary for the division to assume full control of the
logging and lumber industry of the Northwest, which
control vested in turn in the Corporation.
On June 28, 1922, a suit for dissolution of the Corpora-

tion was filed in the superior court of the State of Wash-
ington for Clark County and its liquidation has been at

all times and stiU is under the jurisdiction and supervision

of this court to which the Corporation makes regular

reports.

Financial Organization

The Corporation has an authorized capital stock of

$10,000,000 divided into 100,000 shares of $100 each.

99,993 shares were issued to the director of aircraft produc-
tion of the United States and 7 qualifying shares to direc-

tors of the Corporation. A 1 percent call was made
on these shares which represents the Corporation's present
$100,000 capital stock liability. There is no other out-
standing proprietary interest in the Corporation. The
number of directors was subsequently reduced to three.

All beneficial interest in qualifying shares is assigned to

the United States upon issuance.

On September 18, 1918, the Corporation authorized the
issuance of 5 percent participating debenture certificates

in an aggregate principal amount of not to exceed
$90,000,000 at any one time outstanding. Under date of

October 10, 1918, the Corporation issued $25,000,000
worth of such debentures. Although the act authorizing
formation of the Corporation provided for purchase of its

capital stock, debentures, or other securities by the director

of au'craft production with sums appropriated for the piu--

chase or procurement of aircraft, aircraft equipment, or
materials therefor, it was contemplated that England,

France, and Italy would underwrite these debentures with
the United States on a pro rata basis in accordance with
the anticipated delivery of aircraft lumber to the respec-
tive countries. Upon failure of these allies to participate

in underwriting the debentures, $21,500,000 from funds
appropriated for au'craft procurement were advanced for

the purchase of a like par value of debentures, which were
issued to the director of aii-craft production of the United
States. It should be noted that the lumber received by
England, France, and Italy was paid for by these countries
in cash. As proceeds became available from disposal of

its assets the Corporation took up varying amounts of

these debentures, and in April 1926, the last of these
debentures was cancelled.

Analysis of Budget Program

Budgetary requirements of the Coiporation for the
fiscal year 1947 are limited to administrative expenses
incident to completing liquidation of its assets, consisting

at present of a common carrier railroad and equipment in

the State of Washington on which there is an outstanding
sales contract. It is anticipated such liquidation will be
accomplished within the first half of the fiscal year.

Estimates for the Corporation's budget program have
been based on a 9-month period, however, in order to

allow for unforeseen contingencies.

Operating Results

The only methoil bj' which the lumber industry of the

Northwest could absorb the large operating properties

that passed to the Corporation in final settlements with
its cost-plus contractors was under conditional sales con-

tracts extending over a term of years. Difficulties en-

countered by the industry generally during the period of

the Corporation's liquidation have necessitated fore-

closure of contracts on its principal properties and resale

of these assets.

The Corporation had two conditional sales contracts

outstanding at the beginning of the fiscal year 1946.

Final payment was made to the corporation in August
1945, in settlement of one of these sales contracts. Final

payment of the other outstanding contract is due the

Corporation in December 1946.

With completion of liquidation the Corporation will

have repaid the Government $21,500,000 advanced on
its debentures, $99,993 paid to cover a 1 percent call on
capital stock and $2,132,078 in addition thereto as interest

on capital investment.

Financial Condition

Government securities.—Investment in Government se-

curities on June 30, 1945, carried at cost, amoimted to

$113,677. This investment was made in October 1933,

when the Corporation ceased to obtain interest on its

daily bank balances. It is anticipated that disposal of

the securities in the fiscal year 1947 wUl yield a gain of

approximately $13,800. (See exhibit A.)

Return of capital funds to the Treasury.—During the

fiscal year 1947 it is expected that final liquidation will

435
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enable the Corporation to pay to the Treasury the balance

of funds realized through disposal of its remaining assets

amounting to $297,518. (See exhibit A.)

Administrative Expenses

This expense covers ofHcers and employees of the Cor-

poration engaged in its liquidation. All of its expenses

arc in the administrative category at this time. During
the fiscal year 1945 the administrative staff performing

these duties expended 4 man-years of personal services

which, with other related costs of administration, resulted

in a total expenditure of $20,420. While reduction in the

staff was effected in 1946, an increase in travel expense

made a slight increase in total administrative expenses.

It is anticipated that final dissolution of the Corporation
can be effected within the fiscal year 1947 at a somewhat
less administrative expense than the estimated $13,669 set

up in the budget program. (For further details see state-

ment of income and expenses, schedule B.)

Language

The types of programs set forth in the 1947 budget of the United

States Spruce Production Corporation, within the funds available to

it, are approved. {Act of Dec. 6, 1945, Public Law 248.)
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Exhibit A

COMPARATIVE STATEMENT OF SOURCES AND APPLICATION OF FUNDS
[Fiscal years ending June 30, 1945, 1946, and 1947]

1946, estimated 1947, estimated

FUNDS APPUED

To operating expenses: Administrative expenses (see schedule B).

To return GoTernment capital funds:

Payment of accrued interest on retired debentures

Retire common stock -.-

Distribute earned surplus

To increase (or decrease*) working capital (see schedule A).,

Total funds applied

FUNDS PROVIDED
By operating income:

Interest on conditional sales contracts.

Interest on investments

6,977

3,450

By installments of purchase price on conditional sales contracts..

By sale of surplus property: Offic* and field equipment

By sale of Government securities owned:

Cost of securities sold -

Gain on securities sold _

By return of deposit: Safety deposit box key.

Total funds provided _

50,000

•24, 693

10, 427

35, 300

25,000

100,000

172,513

9,312

15,575

2,742

1,725

113, 677

13,800

297, 518

•40, 657

4,467

138,464

Exhibit B

COMPARATIVE STATEMENT OF INCOME AND EXPENSES

[Fiscal years ending June 30, 1945, 1946, and 1947]

Operating i

Interest on conditional sales contracts

Interest on investments

Profit on sale of ofl3ce and field equipment.

Total operating income

Operating expenses:

Administrative expenses (see schedule B)

Depreciation on office furniture and equipment.

Total operating expenses.

Net operating loss

Nonoperating income: Profit on investments sold.

Net income (or loss*) for the year.

1945, actual

$6,977

3,450

1946, estimated

$5. 862

3,450

1947, estimated

$2, 742

1,725

9,202

13,800

ANALYSIS OF EARNED SURPLUS

Balance at beginning of fiscal year

Net income (or loss*) for the year (above).

To be returned to the Treasury

Balance at end of fiscal year..

$179, 422

•11, 502

$167, 920

4.598

172, 518
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Exhibit C
COMPARATIVE STATEMENT OF FINANCIAL CONDITION

(As of June 30, 1944, 1945, 1946, and 1947]



GENERAL PROVISIONS

Sec. 201. Funds made available to the corporations by this Act for
their administrative expenses shall be available, in addition to the objects

specified in this Act for any of such corporations and in addition to

objects for which such funds are otherwise available, for personal serv-

ices and rent in the District of Columbia or elsewhere; lawbooks, books

of reference, periodicals, newspapers, and maps; printing and binding;
purchase, maintenance, operation, and repair of passenger automobiles;
contract stenagraphic reporting services; travel expenses in accordance
with the Standardized Government Travel Regulations, the Subsisterice

Expense Act of 1926, as amended (except as to per diem rates outside

continental United States), and the Act of February 14, 1931, as

amended [5 U. S. C. 73a) ; and for the objects specified under the head
"General Provisions" in title II of the Independent Offices Appropria-
tion Act, 1947, all the provisions of which title {except section 211),
unless otherwise specified in this Act, shall be applicable to the expendi-
ture of such funds: Provided, That the head of any agency may exercise

any authority vested in him by said title II through such subordinate or

subordinates as he may designate for the purpose.

Sec. 203. In order to meet emergencies or contingencies arising

subsequent to approval of the Budget and not provided for in the

budget program, a corporation covered by the provisions of this Act
may, with the approval of the President, adjust its budget program to

provide for the immediate initiation of types of programs authorized by
law and not specifically set forth in the approved Budget: Provided,

That the new program shall be promptly transmitted to the Congress as

an amendment to the Budget: Provided further, That under no circum-
stances shall a corporation prior to approval by the Congress undertake a
program which would necessitate an increase in its authorized borrow-
ing authority.

Sec. 203. None of the provisions of this Act shall he construed as

affecting the existing authority of any wholly owned Government cor-

poration to make contracts or other commitments without reference to

fiscal-year limitations as provided in section IO4 of the Government
Corporation Control Act.
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MIXED-OWNERSHIP GOVERNMENT CORPORATIONS

The Government Coi-poration Control Act defines

mixed-ownership corporations to include (1) a central

bank for cooperatives and a regional bank for cooperatives,

(2) Federal land banks, (3) Federal Home Loan Banks,

and (4) Federal Deposit Lisurance Corporation. Under
the provisions of this act the annual Budget is to include

recommendations with respect to the return of Govern-
ment capital to the Treasury by these corporations.

The recommendations with respect to the return of

capital by the central banks for cooperatives and the

regional banks for cooperatives together with the Federal

land banks are discussed in the Department of Agriculture

chapter of this Document in connection with the wholly

owned Government corporations. Similarly, the return

of capital by the Federal Home Loan Banks is covered in

the chapter dealing with the National Housing Agency.
The retiu-n of capital by the Federal Deposit Insurance

Corporation is covered in the following section:

Federal Deposit Insur.\nce Corporation

Tlie capita] stock of the Federal Deposit Insurance
Corporation is without nominal or par value and is non-
voting and not entitled to the payment of dividends.

The total amount paid for capital stock outstanding is

$289,299,556.99, of which the United States Government
paid $150,000,000 and the Federal Reserve banks paid

$139,299,556.99.
In view of the substantial accumulation of surplus

which now approximates $700,000,000, it appears feasible

that the Corporation might within the next year or two
begin retiring its capital stock. The retirement of the

stock held by the United States would reduce the public
debt to the extent of the amount retired. It is therefore

contemplated that legislation be proposed to the Congress
which would authorize the Corporation to retire its stock
at such times and in such amoimts as may be deemed to

be appropriate consistent with its requirements and the

general condition of the banking system,
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Administrative expenses, limitations on
Administrator of the Federal Loan Agency
Administrator and expediter, National Housing Agency
Affairs, Institute of Inter-American
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Resource development
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Agriculture, corporations engaged in

Housing, corporations engaged in

Industry, corporations engaged in

International relations and trade, corporations engaged
in

Regional development, corporations engaged in

American Republics, cooperation with
Application of funds, consolidated statement of sources and.
Appropriations and expenditures:

General and special accounts
Trust accounts

Page

44
100
180
385

341

32
74

271

32
29
25

35
38
184
19

41
43

B

Bank of Washington, Export-Import - 47
Banks, Federal intermediate credit 323
Bank for Cooperatives 348, 441
Budget programs 45
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War 419
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Farmers Home Corjioration 271
Federal

—

Crop Insurance Corporation 299
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Housing Administration 213
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Flood control 70, 83, 87
Foreign purchase program 276
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General provisions 439

H

Home Loan Bank Administration, Federal 185
Administrative Department 187

Home Loan Bank System, Federal 189
Home Owners' Loan Corporation 201
Homes conversion program 227
Homes Corporation, Defense 237
Housing

—

Administration, Federal 213
Agency, National 179
Authority, Federal Public 217
Corporation, United States 211
Corporations engaged in aids to 29
Defense 183
Program, veterans' 104,233
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Institute of Inter-American Affairs 385
Institute of Inter-American Transportation 395
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—

Affairs, Institute of 385
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Navigation Corporation 407
Transportation, Institute of 395

Interior, Department of the 367
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