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To the? President of the Senate and the 
Speaker of the House of Representatives 

This report presents the results of our reviews of independent certified 
public accountants audits of the calendar year 1984 financial state- 
ments of the 12 Federal Home Loan Hanks. In the auditors’ opinions, the 
statements of each bank are presented fairly. We found the audits were 
conducted in accordance with generally accepted government auditing 
standards, and wc found nothing to indicate that the auditors’ opinions 
are inappropriate or cannot be relied on. 

The banks were established under the authority of the’Federa1 Home 
Loan ISank Act of 1932 (12 1J.S.C. 1423@nd arc mixed-ownership gov- 
ernment corporations (31 IJSC. 9101). The banks were established to 
promote home ownership by serving as a lending facility for member 
savings institutions. The banks raise funds for this purpose primarily 
through the sale of consolidated debt instruments that are the obligation 
of all the banks. The banks are subject to oversight by the Federal Home 
Loan Ijank Hoard, which was established by theFederal Home Loan 
Hank Act of 1932 (12 U.S.C. 1437) $nd is an independent agency in the 
executive branch. 

Thrt Hank ISoard contracts for an annual audit of the financial state- 
ments of the 12 banks. The ‘Government Corporation Control Act (3 1. 
I J.S.C. 9 106) requires the Comptroller General to audit the financial 
transactions of the 12 Federal Home Loan Banks triennially. To fulfill 
our audit responsibilities, avoid unnecessary duplication and expense, 
and make the most efficient use of our available resources, we reviewed 
the work and reports of the independent certified public accountants 
who audited each of the banks. Deloitte Haskins & Sells audited the 
financial statements of the Federal Home Loan Banks of Atlanta, Chi- 
cago, Cincinnati, Des Moines, Dallas, San Francisco, and Topeka. Peat, 
Marwick, Mitchell & Co. audited the financial statements of the Federal 
IIome 1,oan Hanks of Boston, Indianapolis, New York, Pittsburgh, and 
Seattle. 

Wt: conducted our reviews of the auditors’ work in accordance with gen- 
erally accepted government auditing standards. To determine the rea- 
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sonableness of the auditors’ work and the extent to which we could rely 
on it, we 

a interviewed Federal Home Loan Bank Ijoard officials to obtain informa- 
tion about the banks’ operations, including their system of financial 
records and the preparation of their financial statements; 

. interviewed the auditors to identify the audit approach and the methods 
used to control the quality of audit work; 

l evaluated information about the qualifications and independence of the 
auditors; 

l reviewed the banks’ financial statements and the auditors’ reports for 
compliance with generally accepted accounting principles and generally 
accepted government auditing standards; and 

l reviewed the auditors’ working papers to determine (1) the nature, 
timing, and extent of audit work performed, (2) the extent of audit 
quality control methods used by the auditors, (3) whether there was a 
study and evaluation of the banks’ internal controls, (4) whether the 
auditors tested transactions for compliance with applicable laws and 
regulations, and (5) whether the evidence in the working papers sup- 
ports the auditors’ opinions on the financial statements. 

In the opinion of the independent certified public accountants auditing 
the banks, each bank’s financial statements present fairly its financial 
position as of December 31, 1984, the results of its operations, and the 
changes in its financial position for the year then ended, in conformity 
with generally accepted accounting principles applied on a consistent 
basis. 

During our reviews, we found nothing which would indicate that the 
independent certified public accountants’ opinions on the banks’ 1984 
financial statements are inappropriate or that they cannot be relied on. 
Also, auditors of each bank provided a report on internal controls and a 
report on compliance with laws and regulations to the bank’s board of 
directors. The auditors’ reports did not disclose any material internal 
control weaknesses or noncompliance with laws and regulations. 

We believe that the financial statements, together with the independent 
auditors’ opinions and our review of that work, constitute a dependable 
basis for the Congress’ oversight of the banks’ financial position. Each 
bank’s comparative financial statements, and the auditor’s opinion 
thereon, are presented in this report. We did not review the auditors’ 
work supporting their opinions on the 1983 financial statements. 



Reporting on the 
~- 
The Hank I3oard prepares and publishes in its annual report “combined” 

Combined Statements 
financial statements for the 12 banks. According to a Hoard official, 
including the combined statements in the annual report helps satisfy the 

for the 12 Banks legislative requirement that the Board report annually to the Congress 
on its operations. 

The Hank Roard needs to improve its reporting of the combined finan- 
cial condition of the 12 banks. These combined statements, which are 
unaudited, include interbank transactions, primarily interbank borrow- 
ings. In accordance with generally accepted accounting principles, these 
interbank transactions should be eliminated in preparing combined 
financial statements. 

In addition, the banks need to standardize account descriptions in prc- 
paring their financial statements to further ensure the consistency and, 
thus, the reliability of the combined financial statements. Currently, in 
some instances, the accounts on an individual bank’s audited financial 
statements have to be regrouped by staff at the Bank Board so that one 
set of account descriptions can be used for the combined financial state- 
ments. These adjustments increase the likelihood of inconsistencies 
between the individual bank’s financial statements and the combined 
financial statements. We identified an example which demonstrates our 
concern during our review of the banks’ notes to the financial state- 
ments. Each bank reports in the notes the total bank system consoli- 
dated debt as of December 31,1984 and 1983. Early in the independent 
public accountants’ reviews of the banks, the auditors were provided 
the total for consolidated debt by a Bank Board official. The amounts 
were $67,257 million and $51,209 million as of December 3 1, 1984 and 
1983, respectively. However, as the audits were conducted, adjustments 
were made to individual bank’s shares of the debt, which affected the 
total consolidated debt. The auditors were not provided the revised con- 
solidatcd debt, which was not available until after the auditors had com- 
pleted their work, and the individual banks reported the earlier totals 
provided by the Dank Board official. The revised amounts of total con- 
solidated debt outstanding that should have been reported were $66,876 
million and $5 1,22 1 million as of December 3 1, 1984 and 1983, rcspec- 
tively. The Hank Board official and the auditors have agreed to work 
more closely to prevent reoccurrence of this situation. 

* 

Although we accept the independent auditors’ opinions that the finan- 
cial statements of each of the 12 banks are presented fairly, we arc not 
presenting the Hank Board’s combined statements in our report since 
they were not prepared in accordance with generally accepted 
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accounting principles. We advised the Bank Board officials that the 
accounting problems with the combined statements of the 12 banks need 
to be resolved, and if the Bank Board intends to continue using these 
statements for external reporting purposes, they should also be audited 
to ensure fair presentation. We support the preparation of these state- 
ments because, when properly prepared, they will provide the Congress 
and other interested parties with a more complete picture of the 12 
banks’ financial condition. 

In response to our concerns, the Bank Board has taken action on these 
matters. The Board’s request for proposal or bids for the 1986 audits of 
the banks includes a provision for assistance by the selected firm(s) in 
preparing the banks’ combined financial statements and requires an 
audit of them. 

Recent Major Ban 
Hoard Initiatives 

k In 1985, the Bank Board announced several actions or plans to aid the 
Federal Savings and Loan Insurance Corporation (FSLIC), which, if fully 
implemented, will involve the Federal Home Loan Banks. The Bank 
Board also delegated to the banks certain responsibilities that will affect 
their operations. 

The Bank Board has outlined various initiatives to improve the financial 
condition of E’SIX, which it governs in addition to the banks. E’SIJC is 
responsible for insuring the safety of deposits in member savings insti- 
tutions/( 12 IJ.S.C. 1725). The insured institutions hold the capital stock 
of the banks. Some of the initiatives for E’SLIC may affect the banks. For 
example, the Board directed the F&K on November 1, 1985, to establish 
a new entity under the authority provided in I2 USC. 1729 to facilitate 
the liquidation of insured institutions. The Federal Asset Disposition 
Association was chartered by the Board on November 5, 1985, and is * 
based in Denver. As of March 13, 1986, E’SLIC capitalized the Association 
with $25 million in exchange for Association stock. The Bank Board 
approved a $5@million line of credit for the Association with the Fed- 
eral IIome Loan Bank of Topeka. ~iyjr~c will guarantee any amounts 
borrowed. 

Another option the Bank Board is considering would have FSIX exercise 
its authority to borrow from the Federal Nome Loan Banks. This bor- 
rowing authority is limited only by the financial capacity of the banks 
and their willingness to lend to E’SLIC. As of September 1985, the Federal 
Home Loan Bank System is capitalized at $9 billion and has an unused 
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$4 billion line of credit from the 1J.S. Treasury. This option may also 
include passing the banks’ line of credit through to E’SIK. 

In another decision affecting the Federal Home Loan Ranks, on July 6, 
I !l%, the 13anlc Hoard delegated the responsibility for examinations of 
member institutions to the banks, and, at the same time, transferred its 
entire District Office staff to the banks. Henceforth, revenues and 
expenses related to the examination of savings institutions will be 
reflected on the financial statements of the banks. Hank Board officials 
made the transfer to improve the operational problems inherent in the 
administrative split between the examination and supervision functions 
and to provide a more effective organizational and individual work 
environment. 

We are sending copies of this report to the Director, Office of Manage- 
ment and ISudget; the Secretary of the Treasury; and the Chairman, Fed- 
eral Ilomc Loan Hank Board. 

Charles A. I3owsher 
Comptroller General 
()f’ th I: I nited St,atcs 
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Indianapolis 

New York 

Pittsburgh 

Seazttle 

Atlanta 
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Chicago 101 
..-...--. _ .--.. --.._---__-__~. - 

Cincinnati 120 

Des Moines 

San Francisco 

_. _ .._. l-_l--““_l_l.llll_ll_ - 

158 
..“I -... “l-“l.“l.l._-” .- -.-._- --- --_-------.- 

177 

Topeka 
-..-.-__--.._-._--__~_ ---_-.---^I--I .-_.. -..-_.-.._- 

186 

Abbreviations 

Iw,lC Federal Savings and Loan Insurance Corporation 

I 
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El PEAT 
MARWICK 

WC? hnvc~ oxmined the stntemnts of condition of the Federal. Home Loan Rank of 
I3ostc)n as OF I)c?cc?mber 7 1, 1984 and 1983 and the related statements of income, 
c ,a p i t ~1 I n c c 0 I 1 n t. s , and changes in fi.nancial position for the years then ended. 
Our il::(:;lmi.nnt ions w~!re made in accordance with generally accepted auditing 
standards anti the Standards for Audit of Governmental Organizations, Programs, 
Activities, and Functions I~ as promulgated by the Comptroller Genernl and, 
nc~:r7rcii ngly, included such tests of the accounting records and such other 
nud i t i ng procedures as we considered necessary in the circumstances. 

1.n our opinion, the Financial statements referred to above present fairly the 
f i.n;lnci nl posit ion of the Federal Home Loan Bank of Boston as of December 31 , 
1.984 nncl 1087, anri the results of its operations and the changes in its 
rfi nnnci aI. pas i tion for the years then ended, in conformity with generally 
rrc(:rtptrtd account. i.ng principles applied on a consistent basis. 
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FEDERAL HOME LoAN BANK OF BOSTON 

Statements of Condition 

December 31, 1984 and 1983 

Asacrtti ..- 1984 1983 
-7% thousn*dT 

Cash (not+! 25 $ 5,002 
Inveatmentr (note 7) 473,299 
Advances to members (note 4) 2,311,387 
I.oana guarnntead by the Agency for International 

of?velopmcnt, net of participations sold (note 5) 28,318 
Advnncen to other Federal Home Loan Banks (note 6) 8,000 
Accrued intereAt receivable 23,630 
lnvertrnrr~t i.n Federal Home T,onn Mortgage Corporation 

(not:{* 7 nnd 17) 7,350 
Conc~!w#ionri on conaolidateti nbligati.nn bonds 1,987 
Dr~f~~rreti chnrges - FHLARoard corit of quarter-9 and other 

capital t:mxpl!ndi tures 1,278 
f)tht?r Rnsf?ts 1,599 

$ 2,861,850 

Liabili ti.ea and Capital - 
Linhi I ities: 

r~c!mbc!rw ’ depnsi ts: 
Overni aht 
‘rf:rm 
t I)EAI. wny 

Total d~.posits 

395 ) 437 
61,542 
93;811 

550,790 

2,763 
530,367 

1,350,579 

29,320 
3,000 

16,587 

7,350 
1,aoo 

1,349 
864 

1,943,988 

293,963 
20,9a:, 
45,159 

360,107 

28, 000 

1 ,227,790 

71,849 
548 

1,647,89X 

27,598 
1,029 
2,958 

31,5a5 
296,094 

i,943,9aa 

‘Phc! ilccompanying notes tare an integral. part oF these Einancial statements. 
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FEDERAL HOME LOAN BANK OF BOSTON 

Statements of Income 

For the years ended December 31, 1984 and 1983 

1984 1983 
(in thousands) 

Income: 
Interest and fees on advances to members 
Income from investments 
Interest on advances to other Federal Home Loan Banks 
Interest on loans guaranteed by the Agency for 

International Development (note 5) 
Income from investment in Federal Home Loan 

Mortgage Corporation (note 7) 
Income from prepayment penalties 
Other 

Total income 

Expenses: 
Interest and concessions on consolidated obligations 
Interest on members' deposits 
Interest on advances from other Federal Home Loan Banks 
Administrative 
FHLBBoard assessments 

'FHLBanks' Office of Finance assessments 

Total expenses 

Net income 

$ 204,482 162,960 
49,691 50,715 

858 96 

2,242 2,327 

4,300 1,972 
1,037 1,412 

246 151 

262,856 219,633 

177,082 155,480 
43,344 37,718 

4,305 1,033 
4,264 3,388 

576 512 
238 211 

229,809 198,342 

$ 33,047 21,291 

The accompanying notes are an integral part of these financial statements. 
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FEIIBHAI. HOME LOAN BANK OF BOSTON 

Statementta ol Capital Accounts 

For the years ended December 31, 1984 and 1983 

(in thousanda) 

~- Retained Earnings 
Dividend 

I&gill Stabilization Undivided 
Reserve Reserve ~ - 

23,340 219 

Profits 

2,958 

4,258 
. 810 

~ -~ 

27,598 1,029 

6,610 
666 

- -- 

34,208 1,695 
- - 

21,291 
(4,258) 

(810) 
(16,223) 

2,958 

33,047 
(6,610) 

(666) 
(25,771) 

2,958 

Total 

26,517 

21,291 

(16,223) 

31,585 

33,047 

(25,771) 

38,R61 

_ . . ”  “ “ .  I . I  .  .  .  _ .  . . ”  . - I I - -  _ I . . . _  . . - . -  * - . . - - “ ”  - - ._  -.-l_~l-_~_.-- -~ - - - -  ~- ~.~--_-. - - .  
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FEDERAL HOME LOAN HANK OF BOSTON 

Statement8 of Changes in Financial Position 

For the years ended December 31, 1.984 and 1983 

1984 1983 
-7 

(1n thousalI~T 

Financial resources vet-e provided from: 
Operations: 

Net income 
Non-cash charge8 to income: 

ri 33,047 

Deptecintion and amortization of fixed assets - 
straight-line method 

Amortization of discount on consolidated 
oh1 igntion discount notes 

Amorci ration of concessions on consolidated 
obl igation bonds 

Amortization of FHLARoard ;Iss<issments 
Amortization of deferred loss on hedge securities 

82 

6,553 

655 
71 

361 
ottN?r 12 

Total from operations 40,782 

237,846 19,498 
679,158 364,154 

2,R96,666 1,454,256 
55,935 32,637 

1,011 1,136 
57,068 (26,456) 
55,000 25, 000 

190,683 (130,495) 
14,856 (2,269) 

$ 4,230,005 1,761,910 

105,000 73, 000 
223,000 3 3 ‘1 , 9 5 0 

3,85h,llR 1,329,247 
7,960 7,542 

25,771 16,221 
7,043 2,131 

297 (174) 
2,350 1,224 

21,291 

65 

1,995 

56% 
71 
67 
(3) 

24,049 

1,721 
95 

(3,052) 

The rrccompnnying notes RTC! an integral part of these f inancinl stntements. 



FEDERAL HOME LOAN BANK OF BOSTON 

Notes to Financial Statements 

December 31, 1984 and 1983 

Organization and Related Agencies 

The Federal Home Loan Bank of Boston (the Bank), a federally chartered corporation 
exempt from income taxes, is one of twelve District Federal Home Loan Banks (FHL- 
Ranks ) which, together with their member institutions, comprise the FHLBank 
System. The FHLBank System is designed to promote home ownership through the 
extension Of credit to savings and home financing institutions. Member 
institutions include all federally chartered savings and loan associations, all 
federally chartered savings banks, and all institutions insured by the Federal 
Savings and Loan Insurance.Corporation (FSLIC). Membership is also available to 
qualifying institutions such as state chartered, non-FSLIC insured savings 
associations, cooperative banks, and savings banks. 

The FliLBanks are instrumentalities of the Federal government; they are owned by and 
serve as central credit banks for member institutions. A principal source of funds 
for the FHLRnnks is sales to the public oE debt instruments (consolidated obliga- 
tions) which are the joint and several obligations of all FHLBanks. Other funds 
are provided by issuance of capital stock, all of which is owned by the Ranks’ 
member 9, and members’ deposits. 

The FRLBank System is governed and regulated by the Federal Home Loan Bank Board 
(Dank Board), which is an independent Federal agency in the executive branch of 
government. The Rank Board is the chartering and regulatory authority for Federal 
savings and loan associations and Federal savings banks. The Rank Board governs 
the Federal Home Loan Mortgage Corporation (the Mortgage Corporation) which is a 
secondary mortgage market facility, The principal functi.on of the Mortgage Corpor- 
ation is to promote the flow of capital into the housing markets by establishing ‘an 
active secondary market i-n residential mor,tgages. 

‘the insurance of accounts in savings 
Further, the Rank Board governs 

and loan associations and Federal savings 
banks througll the FSLLC. Bank Board expenses are met through assessments to the 
FIlLRanks and the FSLIC and assessments to member insti.tutions for examinations. 
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FEDERAL HOME LOAN BANK OF BOSTON 

Notes to Financial Statements 

December 31, 1984 and 1983 

(1) Summary of Significant Accounting Policies 

The more significant accounting policies not described elsewhere 
to the financial statements are as follows: 

in the notes 

Investments 
. . . . 

Investment securitres are stated at cost, adjusted for amortization of premi- 
ums and accretion of discounts. Gains and losses on sales of securities are 
included in income from investments. 

Federal Home Loan Bank Board Assessments 
The Bank expenses its pro-rata share of the Bank Board assessment for operating 

expenses during the year in which the assessment is levied. 

The Bank Board has assessed the Bank for its portion of the cost of the Bank 
Board’s office building in Washington, D.C. These payments are treated as a 
deferred charge and amortization is computed using the straight-line method 
over a period of twenty-five years ending in 2002. 

The Bank Board also assesses the Bank for its portion of the cost of capital 
expenditures for furniture, equipment, and furnishings for the Bank Roard’s 
building. Payments against these assessments are treated as a deferred 
charge and amortization is computed using the straight-line method over a 
period of five years. 

FlILBanks ’ Office of Finance Assessments 
The FI1LBanks’ Office of Finance manages the Consolidated Securities Fund, the 

sale of consolidated obligations and certain accounting functions for the 
twelve FHLBanks as a group. Assessments for the Office’s operating costs 
are charged directly to expense when billed. 

Concessions on Consolidated Obligations 
The amounts allowed dealers in connection with the sale of consolidated obli- 

gation bonds are deferred and amortized on the straight-line method to the 
maturity of the obligations. However, the amounts applicable to the sale of 
consolidated obligation discount notes are charged directly to expense as 
incurred because of their short-term maturities. 

Discounts on Consolidated Obligation Discount Notes 
The discounts from the issue of consolidated obligation discount notes are 

amortized to expense on the straight-line method to the maturity of the 
related notes. 

(Conti.nued) 
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FEDERAL HOME LOAN BANK OF BOSTON 

Notes to Financial Statements 

Hedging 
The Bank is engaged in an asset/liability management program that includes the 

use of hedges in the cash and financial futures markets. Gains and losses 
on hedge transactions are deferred and amortized using the level yield 
method over the term to maturity of the related hedged assets or liabili- 
ties. Deferred gains and losses are reflected as an adjustment of the 
carrying value of the hedged assets or liabilities. 

(2) Compensating Balances 
The Bank has agreed to maintain average collected cash balances with various 

commercial banks and the Federal Reserve in consideration for various ser- 
vices. These arrangements are informal and there are no legal restrictions 
as to the withdrawal of funds. The average compensating balances were 
approximately $215,000 and $250,000 at December 31, 1984 and 1983, respec- 
tively. 

(3) Investments 

Investments at December 31 are as 

1J.S. Treasury obligations 
U.S. Government agencies 

r Federal funds sold 
Bankers ’ acceptances 
Parti.cipation in the FHLBanks’ 

Consolidated Securi.ties Fund 

Total 

follows: 

1984 1983 
Took Market -Book Market 
Value Value Val~:e Value - - --_ - 

(in thousands) (in thousands) 

$ 64,878 65,877 

248,900 248,900 
66,096 66,107 

93,425 93,639 

$ 473,299 474,523 530,367 529,716 
- - - - 

157,752 156,992 
4,797 4,674 

238,570 238,570 
34,047 34,020 

95,201 95,460 

At December 31, 1984, certain U.S. Treasury bills having an amortized cost of 
approximately $370,000 were pledged as collateral on the Bank’s interest 
rate futures contracts. 

The FHLBanks’ Consolidated Securities Fund (Fund) was established by the Bank 
Board to offer a centralized portfolio management system for the FHLBanks. 
The Fund is managed by the Office of Finance of the FHLBanks. The Fund 
invests primarily in short-term money market instruments. 

(Continued) 
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FEDERAL HOME LOAN RANK OF BOSTON 

Notes to Financial Statements 

(4) Advances to Yembers 

At December 31, 1984 and 1983, the Bank had advances outstanding to members at 
interest rates ranging from 7.75% to 16.50% and from 7.75% to 16.80%, 
respectively, as summarized helow: 

Year of Maturity 

December 31, 1984 
Amount Weighted Average 

(in thousands) Interest Rate 

1985 $ 1,152,048 10.60% 
1986 267,993 11.90 
1987 164,320 11.85 
1988 276,402 11.31 
1989 125,189 13.13 

1990-1994 325,435 11.57 

Year of Maturity 

1984 
1985 
1386 
1987 
1988 

t 989-1993 

$ 2,311,387 11.202 

December 31, 1983 
Amount Weighted Average 

(in thousands ) Interest Yate 

$ 406,931 10.88% 
17h,R04 11.34 
143,903 11.43 

58,507 11.46 
215,202 Il.31 

A 349,232 11.90 

$ 1,350,579 

At December 31, 1984 and 1983, premiums of $2,361,000 and $1,004,000 realized 
from closed cash market positions ent.ered into as .anticipat3ry hedges have 
been included in the cost basis of advances and such premiums are hoin& 
amortized. 

Outstanding ndvnnces aggregating $2,309,926,000 at December 31, 1984 a:id 
$1,349,575,000 at December 31, 1983, were collateralized by pledged inves:- 
ment securities nnd first mortgage loans of members. The capitsl stock GE 
t:he iIank owwd by borrowing members is .nlno pledged as additional cnllatrr- 
al for 0utstJnding ildvanceS. Rank regulations permit a horrowi rug ~m?mber ti) 
phys i.c.3 1 ty retain collatzr,?l csiigned to the Xank, and in sllctl c ircxm- 
‘3 tancl?s, the member executes R written pledge and security agreement dtlich 
describrr the type <of collateral and agrees to hold such collaterqi tot- the 
benefit of and subject to the direction and control of the Rank. The !Iank 
Inay, h0wevec, requ’irc an .a:3sociation to ?lnce physicnl possession 3f sllch 
~:ollatoral with the Rank’s safekeeping agent. 

(Continued) 
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FEDERAL HOME LOAN BANK OF BOSTON 

Notes to Financial Statements 

The Bank participated in the Community Investment Fund, a five-year advances 
program initiated in June 1978. The program provided funds to members 
meeting eligibility criteria for active involvement in preserving and 
revitalizing older communities. As of December 31, 1984, advances of 
$115,670,900 were outstanding under this program for an average maturity of 
two years at rates ranging from 8.65% to 16.50%. 

(5) Loans Guaranteed by the Agency for International Development 

The Agency for International Development (AID) was established by the Foreign 
Assistance Act of 1961, as amended. Under Sections 221 and 222 of the Act, 
AID issues guarantees backed by the full faith and credit of the United 
States of America to eligible U. S. investors insuring against loss of 
investments, including unpaid accrued interest, in certain housing pro- 
jecte. The Bank qualifies as an eligible investor. 

Under contracts of guaranty, the Bank may, without the approval of AID, sell 
participating interests to members of any FHLBank. The outstanding loan 
balances, reported net of participations totaling $94,784,000 and 
$98,583,000 at December 31, 1984 and 1983, respectively, bear interest at 
annual rates ranging from 7.50% to 9.00X, and mature between 1990 and 2003. 

(6) InterBank Advances 

The Bank made advances to and received advances from other Federal Home Loan 
Banks. The following is a summary at December 31: 

1984 
(in thousands) 

Maturity Principal Interest 
date amount rate 

I Advances to 
other Banks 

Advances from 
other Banks 

9/21/91 $ 3,000 11.82% 
2112180 5,000 11.61 

$ 8,000 

3121188 $ 10,000 10.49% 
1 l/07/85 5,000 11.08 
1 l/07/85 8,000 11.13 
12/26/85 5,000 11.23 

5f13fa6 10.000 11.10 
l/28/85 50; 000 8.31 

$ 88,000 

1983 
(in thousands) 

Xaturity Principal Interest 
date amount rate - 

9/21/91 $ 3,000 11.82% 

3/21/88 $ 10,000 10.49% 
1 l/07/85 5,000 11.08 
11/07/85 8,000 11.13 
12126185 5,000 11.23 

$ 28,000 

(Continued) 

J 
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FEDERAL HOME LOAN BANK OF BOSTON 

Notes to Financial Statements 

(7) Investment in Federal Aome Loan Mortgage Corporation 

The investment in the Mortgage Corporation is stated at cost and consists of 
4,900 shares of nonvoting common stock with a par value of $4,9OO,OOO, and a 
$2,450,000 subordinated capital debenture, due June 20, 1987. The Mortgage 
Corporation paid a dividend of $4,018,000 in 1984 and $1,690,500 in 1983 to 
the Rank on its investment in the Mortgage Corporation capital stock. The 
Rubordinated capital debenture issued on June 20, 1980, bears an interest 
rate of 11.502, per annum, payable semi-annually; may not be sold, 
transferred, exchanged or pledged without the express written consent of 
the Mortgage Corporation; is subordinated in right of payment to the prior 
payment in full of all other obligations and indebtedness of the Mortgage 
Corporation; and may be redeemed in whole or in part on or after June 20, 
1985, at specified redemption prices at the option of the Mortgage 
Corporation. 

(8) Consolidated Obligations 

Consolidated Federal Home Loan Bank obligations are the joint and several 
obligations of al I FHLBanks (See “Organization and Related Agencies” 
above). The outstanding obligations of all FHLBanks, including the pass- 
through8 to the Mortgage Corporation (see note 121, were $67,257,265,000 
and $51,208,979,000 at December 31, 1984 and 1983, respectively. 

Regulations require the FHLBanks to maintain, in the aggregate, unpledged 
qualifying assets in an amount equal to the consolidated obligations out- 
standing. “Qualifying assets” are defined as cash, obligations of or fully 
guaranteed by the United States, secured advances, and federally insured or 
guaranteed mortgages. The FHLBanks were in compliance with this require- 
ment at December 31, 1984 and 1983. 

The following is a summary of the Bank’s participation in consolidated obliga- 
tions: 

December 31, 1984 (in thousands) 
Bonds 

Range of Weighted Average 
Years of Maturity Coupon Rates Interest Rate Outstanding 

1985 8.10% - 15.00% 12.04% $ 534,934 
1986 9.55 - 16.40 12.89 265,038 
1987 10.30 - 12.63 11.69 196,042 
1988 10.15 - 14.20 10.88 245,040 
19H9 11.38 - 15.10 12.91 124,042 
1990-1993 13.70 - 11.95 Il.11 32r,,54 

j 1,684,360 

Discount Notes 
Book value Par value 

Due within one year $ 139,399 148,800 

(Continued) 
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FEDERAL HOME LOAN BANK OF BOSTON 

Notes to Financial Statements 

December 31, 1983 (in thousands) 
Bonds 

Range of Weighted Average 
Years of Mat. Coupon Rates Interest Rate Outstanding 

1984 7.75% - 16.40% 12.72% $ 223,031 
1985 8.13 - 15.00 13.19 224,034 
1986 9.55 - 16.40 13.50 120,039 
1987 10.30 - 11.35 10.97 66,041 
1988 10.15 - 14.20 10.86 210,040 

1989-1993 10.70 - 14.55 11.59 384,205 

$ 1,227,390 

There were no Discount Notes outstanding at December 31, 1983. 

At December 31, 1984 and 1983, discounts of $360,000 and $390,000 realized from 
closed interest rate futures contracts entered into as anticipatory hedges 
have been included in the coat basis of consolidated obligations and such 
discounts are being accreted. 

(9) Borrowings from the U. S. Treasury 

Section 11(i) of the Federal Home Loan Bank Act authorizes the Secrerary of the 
Treasury, at his discretion, to extend credit to the FHLBanks aggregating 
not more than $4 billion, the terms, conditions, and interest rate to be 
determined by the Secretary of the Treasury. There were no outstanding 
borrowings from the U.S. Treasury as of December 31, 1984 or 1983. 

(10) Capital 

The capital stock of the Bank has a par value of $100 per share. Capital stock 
held by members in excess of their statutory requirement may be redeemed at 
par value by the Bank or sold to other Bank members at par value provided 
the resulting stock transfer is recorded on the books of the Bank. 

Retained earnings of the Bank consist of undivided profits, a legal reserve, 
and a dividend stabilization reserve. The Bank must transfer 20% of its net 
income to the legal reserve semiannually until the reserve equals the capi- 
tal stock amount. Thereafter, 5% of the Bank’s net income must be sllocated 
for this purpose. 

In lo83 and 1984 dividends were permitted only to the extent of current year’s 
net i.ncome and the dividend stabilization reserve and were authorized to he 
paid either annual.ly or semiannually. In addition, the Bank Board required 
that the Bank retain in the dividend stabilization reserve that portion of 
income from prepayment penalties which, if allocated on a pro rata basis 
over the maturity of the advances prepaid, would be allocated to future 
dividend periods. Uividends may be paid in the form of capital stock if 
authorized by the Board of Directors. 

(Continued) 
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FEDERAL HOME LOAN BANK OF BOSTON 

Notes to Financial Statements 

(11) Employee Retirement Plan 

The Bank is a participeting employer in the Financial Institutions Retirement 
FUN! (FIRF) end substantially all of its officers and employees are covered 
by the Plan. The Bank’s contributions are determined by FIRF and generally 
represent the normal cost of the Plan (unfunded prior service costs are not 
significant). Pension costs charged to administrative expense were 
$124,000 in 1984, and $116,000 in 1983, which includes amortization of pest 
service cost over ten years. The Bank’s policy is to fund pension costs 
accrued. FIRF does not segregate the assets or the liabilities by 
participating employer and accordingly disclosures of accumulated vested 
and non-vested benefits and net assets available for benefits required by 
Statement of Financial Accounting Standards No. 36 sre not possible. 
According to FIRF’s administrators, as of June 30, 1984, the date of the 
latest actuarial valuation, the book and market values of the fund assets 
exceeded the value of vested benefits in the aggregate. 

(12) Commitments and Contingencies 

The Bank’s lease agreement for office apace provides for an increase in basic 
rent because of increased property taxes and maintenance expense. Rental 
expense of $340,000 in 1984 and $294,000 in 1983 have been charged to 
administrative expense. The Bank entered into a ten-year lease arrangement 
in December 1984, for office apace at One Financial Center and will be 
moving its operations during 1985. The Bank anticipates negotiating B 
settlement of the lease for the office space at One Federal Street, which 
expires December 1986, and expects to sublet approximately one-third of the 
ofEice space available st One Financial Center. Future minimum rentals are 
as follows: 

Year ended December 31 Amo”“t 

1985 $ 1,298,OOO 
1986 2,134,OOO 
1907 1,672,OOO 
i 980 1,672,OOO 
1989 1,672,OOO 

1990-1995 10,640,000 
Total minimum rentals 19,oaa,ooo 

Leas: minimum sublease 
rentals 242,400 

$ 18,845,600 

The cwponents of rental expense for the years ended December 31 were ds 
follows: 

1984 1963 

Minimum rentals $ 462,000 276,000 
‘Taxea and maintenance 126,000 99,000 
Leas subleese rentals (248,000) (81,000) 

$ 340,000 294,000 
~ - 

(Continued) 
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FEDERAL HOME LOAN BANK OF BOSTON 

Notea to Financial Statements 

The 8Ank hAd OutAtAnding aales and purchAAe connaitmentr under interest rAte 
future contracta entered into ALI AnticipAtory hedgea At December 31, 1984 aa 
E~llOWO: 

Number oE Weighted Unrealized 
cootrecta Sale Date Purchase Coat Market Value Oiscount 

TrcAAury Note6 157 MArCh, 1985 12,726,812 12,628,687 98,125 
Tramury Bills 8 MArch, 1985 1,824,600 1,834,400 9,800 

Am described in note 1, the premium or discount at the time the futures 
poAition ia cloned, will ba deEerred and amortized over the averege life of. 
the underlying Aaset or 1iAbility. 

Tntereet HAte Swaps - An intereat tat@ swap is a contractual interest exchange 
Agreement in which, for A predetermined period, one party agrees to make 
periodic Eixed intersAt rata payments to Another pArty in return for 
receiving variable intereat rate pAymentA. At December 31, 1984, the Bank 
had outstanding $28,500,000 in underlying notional principal of interest 
rate av*p agreements. The net interest income amounted to $130,000 for 
1984. 

Aa provided for in Section 306(s) of the Federal Home Loan Mortgage Corporation 
Act, the Bank BoArd has provided EOr the guarAntee by the FHLBAnka of 
certAin borrowings of the Mortgage Corporation from the Federal Home Loan 
Bank oE New York. Each of the FHLBAnks participates in the guarantee in 
proportion to its investment in the fmm0” stock of the Mortgage 
Corporation (see note 7). At December 31, 1984, the FHLBanks have 
guaranteed $1,790,000,000 of the Mortgage Corporation’s borrowings from the 
FedcrAl Home Loan Bank of New York, in the form of paso-throughs of the 
pcocaedr of certain consolidated obligatione. 

(13) Federal Home Loan Mortgage Corporation Preferred Stock 

On December 6, 1984, the Mortgage Corporation created a new class of 
participating preferred stock (preferred stock) and authorized the 
distribution of such preferred stock to the 12 FHLBAnka which, in turn, 
diatrihuted the preferred stock to their member institutions that were 
vtnekholders of record as of December 3L, 1984. 

The Federal Home Loan Bank of Boston received and distributed to its member 
inaticutions 735,000 shares of such preferred stock of the Mortgage 
Corporation. 

The Mortgage Corporation roaolution that authorized the distribution of the 
preferred stock required that such preferred stock be distributed to the 
member institutions as a condition of the FIlLBanks receipt of the stock. 
BecAuse the FHLBankn did not have the benefits of ownership of the preferred 
atock at any time, for finsnical reporting purpose3 it has not been reported 
AR An asset or income of the FHLBanks or as A dividend to the member 
institutionA. 

In any future calendar year, sunless and until dividends on the preferred stock 
in the ap,grrtgate amount of $10 million have been declared and paid or set 
apart for payment, no dividend may be declared or paid or set apart for 
payment on the ccnmaon stock of the Mortgage Corporation. Thereafter in 
ruch year, holdera of outstanding preferred stock will be entitled to 
rccic?ve in the aggregate $90 in dividends Ear every $10 in dividends paid on 
the corrmon stock in the aggregate. 

*., _““.. .I_. .” ,_.- I r . . . - --_--_-“..-“-” ,,-. ~. 
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Indianapolis 

la PEAT 
MARWICK 

Peat, Mnrwick, Mitchell & Cn, 
Cert~lied I’ubbc Accountants 
1201 Merchants Plazi 
101 West Washington Street 
Indianapolis, Indiana 46204 

To the Federal Home Loan Bank Board 
Washington, D.C.: 

We have examined the statements of condition of the Federal Home Loan Bank of 
Indianapolis as of December 31, 1984 and 1983, and the related statements of 
income , capital accounts and changes in financial position for the years then 
ended. Cur examinations were made in accordance with generally accepted auditing 
standards, and the standards for financial and compliance audits contained in the 
Standards for Audit of Governmental Organizations, Programs, Activities and 
Functions issued by the Comptroller General of the United States (1981 Revision) 
and, accordingly, included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

In our opinion, the aforementioned financial statements present fairly the 
financial position of the Federal Home Loan Bank of Indianapolis at December 31, 
1984 and 1983, and the results of its operations and the changes in its financial 
position for the years then ended, in conformity with generally accepted 
accounting principles applied on a consistent basis. 

Indianapolis, Indfana 
January 25, 1985 

* 
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FEDERAL HOME LOAN BANE OF INDIANAPOLIS 

Statements of Condition 

December 31, 1984 and 1983 

(i.n thousands) 

Assets 1984 

Cash (note 2) $ 87,972 
Investments (note 3) 752,029 
Advances to members (note 4) 4,380,936 
Loans to other Federal Home Loan Banks (note 5) 
Accrued interest receivable 28,082 
Furniture, equipment, and leasehold improvements, net 901 
Investment in Federal Home Loan Mortgage 

Corporation (note 6) 7,350 
Concessions and discount on consolidated obligation - bonds 4,964 
Deferred charges - Bank Board cost of quarters 

and other capital expenditures 1,401 
Other assets 1,948 

Total assets $ 5,266,383 

Liabilities and Capital 
--_: 

Liabilttiea: 
Member deposits: 

Demand 
Overnight 
Term 

Total deposits 

Lnterbank borrowings (note 7) 
Consolidated obligations (note 8): 

Bonds 
Discount notes 

Accrued interest payable 
Other lLablllti.es 

Total liabilities 

Contingencies and commitments (notes 6, 12 and 13) 

$ 155,022 
493,782 

22,827 
671,631 

308,000 

3,403,269 
315,765 
107,132 

a,752 
4,814,549 

Capital (note 10): 
Capital stock, $100 par value 
Retained earnings: 

Legal reserve 
Dividend stabilization reserve 
Undivided profits 

Total retained earnings 

Total capital 

Total liabilities and capital 

361,558 

60,736 
25,290 

4,250 
90,276 

45: ,834 

$ 5,266,383 

--- 

1983 

49,349 
454,851 

3,751,043 
593 
391 
682 

350 
751 

479 
(008 

4,294,497 

zz=.---- 

145,306 
282,599 

68,354 
496,259 

423,000 

2,616,844 
284,089 

76,031 
2,003 

3,898,306 

332,782 

46,690 
12,469 

4,250 
63,409 

396,191 

4,294,497 

The accompanying notes are an integral part of these financial statements. 
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FEDERAL HOME LOAN BANK OF INDIANAPOLIS 

Statements of Income 

Years ended December 31, 1984 and 1983 

(in thousands) 

1984 1983 

Income : 
Interest on advances to members 
Income from prepayment fees 
Income from investments 
Earned commitment fees 
Income from service to members 
Interest and dividend from Federal Home Loan 

$ 487,402 386,977 
5,812 5,116 

51,098 32,489 
2,408 4,302 
6,350 4,000 

Mortgage Corporation (note 6) 4,300 
Interest on loans to other FHLBanks 391 
Other income 63 

Total income 557,824 

Expenses : 
Interest and concessions on 

consolidated obligations 
Interest on member deposits 
Interest on interbank borrowings 

‘Other interest 
‘Bank Board assessments 
FHLBanks’ Office of Finance assessments 
Other operating expense 

Total expenses 

Net income $ 70,232 54,865 

390,445 305,980 
47,673 33,762 
40,115 33,238 

815 152 
687 566 
233 223 

1,972 
14 
8 

434,878 

7,624 6,092 
487,592 380,013 

The accompanying notes are an integral part of these financial statements. 
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FEDERAL HCME LOAN BAN-K OF INDIANAPOLIS 

Statements of Capital Accounts 

Years ended December 31, 1984 and 1983 

(in thousands) 

Capital stock 
Par 

Shares value -- 

Balance, .January 1, 1983 2,745 $ 274,507 

Proceeds from sale of 
capital stock 633 63,294 

Redemption of capital stock (50) (5,019) 
Net income for 1983 
Statutory transfer (note 10) -- 
Transfer to dividend 

stabilizatton reserve 
(note 10) 

Cash dividends on capital 
stock for the six month 
periods ended June 30 
and December 31 (11.75% 
and 11.5% annualized, 
respectively) (note 10) - 

Balance, December 31, 1983 3,328 332,782 

Proceeds from sale of 
capital stock 432 43,226 

Rddemptton of capital stock (144) (14,450) 
Net income for 1984 
Statutory transfer (note 10) - 
Transfer to dividend 

stabtlization reserve 
(note LO) 

Cash dividends on capital 
stock for the six month 
periods ended June 30 
and December 31 (12% 
and 13% annualized, 
respectively) (note 10) - 

Balance, December 31, 1984 3,61.6 $ 361,558 

zzs=zzzI .w 

Legal 
reserve 

35,717 

10,973 

46,690 

14,046 

Retained earnings 
Dividend 

stabilization 
reserve 

3,901 

8,568 

12,469 

12,821 

60,736 

-;Lz=-s 

25,290 

The accompanying notes are an integral part of these financial statements. 

Undivided 
profits 

4,250 

54,865 
(10,973) 

(8,568) 

(35,324) 

4,250 

70,232 
(14,046) 

(12,821) 

(43,365) 

4,250 

=zz 
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Indianapolle 

FEDERAL HOME LOAN RANK OF ZNDIANAPOLIS 

Statements of Changes fn Financial Position 

Years ended December 31, 1984 and 1983 

(in thousands) 

Financial resources were provided from: 
Operations: 

Net tncome $ 
Noncash charges to income: 

Depreciation and amortization of furniture, 
equipment and leasehold improvements 

Amortization of concessions on consolidated 
obligati.ons - bonds 

Amortfzatfon of discounts on consolidated 
obligations - discount notes 

Amortization of Bank Board assessments 
Other 

Total from operations 

Net proceeds from issuance of consolidated 
obligations: 

Dfscount notes 
Bonds 

Advances repaid 
Proceeds from sale of capital stock 
Net change in interbank loans and borrowings 
Net Lncroase Lo member deposfts 
Increase in accrued interest payable 
Increase in other liabilities 

Total 

Financial resourcea were used for: 
Payments on maturfng consolI.dated obligations: 

Discount note8 
Bonds 

Advances made, net of deferred gain on hedging 
transact ions 

$ 677,350 391,550 
419,000 565,000 

Redemptton of capital stock 
Cash dividends paid on capital stock 
Net additions to furniture, equipment 

1,528,362 2,202,265 
14,450 5,019 
43,365 35,324 

and leasehold improvements 356 138 
Net f.ncreaae in investments 297,178 194,262 
Increase in accrued interest receivable 9,491 4,912 
Increase in deferred charges and other assets 910 210 
Increase in rash 38,623 45,567 

Total $ 3,029,085 3,444,247 
.=zm-_i-s= 

1984 1983 

70,232 54,865 

137 111 

1,299 1,073 

31,169 13,907 
78 78 

434 
103,349 

677,566 
1,203,054 

898,439 
43,226 

(110,407) 
175,372 

31,101 

- 7,385 

$ 3,029,085 
--=_r= 

The accompanying notes are an fntegral part of these financial statements. 

70,034 

451,702 
1,301,587 
1,214,826 

63,294 
218,407 
102,261 

20,791 
1,345 

3,444,247 
----.-_ --._--- _ _ _ 
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FEDERAL HCME LOAN BANK OF INDIANAPOLIS 

Notes to Financial Statements 

December 31, 1984 and 1983 

Organization and Related Agencies 

The Federal Home Loan Bank of Indianapolis (the Bank), a federally chartered 
corporation exempt from income taxes, is one of the twelve District Federal 
Home Loan Banks (FHLBanks) which, together with their member institutions, 
comprise the FHLBank System. The FHLBank System is designed to promote home 
ownership through the extension of credit to savings and home financing 
instttutions. Member institutions include all federally chartered savings 
and loan associations, all federally chartered savings banks, and all 
institutions insured by the Federal Savings and Loan Insurance Corporation 
(FSLTC). Membership is also avallable to qualifying institutions, such as 
state chartered, non-FSLIC insured savings associations and savings banks. 

The FHLBanks are instrumentalities of the federal government; they are owned 
by, and serve as central credit banks for, member institutions. A principal 
source of funds for the FHLBanks is sales to the public of debt instruments 
(consolidated obligations) which are the joint and several obligations of 
all FHLRanks. Other funds are provided by issuance of capital stock, all of 
which is owned by the Banks' members, and member deposits. 

The FHLBank System is governed and regulated by the Federal Home Loan Bank 
Board (Bank Board) which is an independent federal agency in the executive 
branch of government. The Bank Board is the chartering and regulatory 
authority for federal savings and loan associations and federal savings 
banks. The Bank Board governs the Federal Home Loan Mortgage Corporation 
(Mortgage Corporation) which is a secondary mortgage market facility. The 
principal functton of the Mortgage Corporation is to promote the flow of 

I capital into the housing markets by establishing an active secondary market 
In residential mortgages. Further, the Bank Board also governs the FSLIC 
which insures the accounts of savers in federally insured saving and loan 
associations and federal savings banks. Bank Board expenses are met through 
assessments to the FHLBanks and the FSLIC and assessments to member 
institutions for examinations. 

(1) Summary of Significant Accounting Policies 

Investments 

Investment securities are carried at cost, adjusted for amortization of 
premiums and accretion of discounts, and deferred gains and losses from 
hedging activities. Gains and losses on sales of securities are 
included in income from investments. 

(Continued) 
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FEDERAL HOME LOAN BANK OF INDIANAPOLIS 

Notes to Financial Statements 

Furnlture, Equipment, and Leasehold Improvements 

These assets are stated at cost less accumulated depreciation and amor- 
tization of $524,000 and $393,000 at December 31, 1984 and 1983, 
respectively . Depreciation and amortization are computed on the 
strafght-Line method over the estimated useful lives of the property 
or for leasehold improvements over the estimated life of the 
tmprovement or the remaining term of the lease, whichever is shorter. 

Improvements and major renewals are capitalized; ordinary maintenance and 
repatrs are charged to expensed as incurred. Gains or losses on 
disposals are included in other income. 

Federal Home Loan Bank Board Assessments 

The Bank expenses its pro rata share of the Bank Board assessment for 
operating expenses during the year in which the assessment is levied. 

The Bank Bo;lrd also assesses the Bank for its portion of the cost of 
capital expenditures for furniture, equipment, and furnishings for the 
Bank Board’s bui.lding. Payments against these assessments are treated 
as a deferred charge and amortization is computed using the straight- 
line method over a 25-year period. 

FHLBanks’ Office of Finance Assessments 

The FHLBanks’ Office of Finance manages the Consolidated Securities Fund, 
the sale of consolidated obligations and certain accounting functions 
for the twelve FHLBanks as a group. Assessments for the Office’s 
operating costs are charged directly to expense when billed. 

Concessions on ConsolLdated ObligatLons 

The amortnts allowed dealers in connection with the sale of consolidated 
obligation bonds are deferred and amortized on the straight-line method 
to the maturity of the obligattons. However, the amounts applicable to 
the sale of consolidated obligation discount notes are charged directly 
to expense as incurred because of their short-term maturities. 

(Continued) 
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FEDERAI. HOME I.OAN RANK OF INDIANAPOLLS 

Ncrt.t>s to Financl.al Statements 

111 scottnt s on Consol ldnted Ohl. lgations - DI scount Notes ------_-_-_ 

The discounts from the Issue of consolidatt:d (>bli.gations - discount notes 
<trc amort izetl t.o expense using the straight-l.ine method to the matur1t.y 
of the rc?l;lt.ed nt,tl?s. 

llt~dfri rs --L- 

Ttlcb Rank Is engaged in an assat/llability management program that includes 
the use of hedges i II the cash and f Knanclal futures markets. Gains and 
I OSS(‘!S on hedge transactions are deferred and amortized using the level 
yield method over the terrn to maturity of the related hedged assets or 
1 iahllttles. Deferred gains and losses are reflected as an adjustment 
of the carryi.ng value of hedged assets or liabilities. 

CommLtment Fees for Advances I-~-~---__- 

Advanc:e ctrrnmi tment fees are initially set up as a deferred credit when 
rwt~lved. Nonrefundable Fees of less than $5,000 are recognized as 
L ncomt: i.mmctdi.ntcly , and fees of $5,000 or more are amortized to income 
ov<*r tlit? period of the commi.tment on the straight-line basis. 
Rrfuntlablr fees are deferred unti.1 the commitment expires or the 
ftcl~;~rl~:o i rj made. 

(2) c;1:;1t H;ll:lncPs --~-_I__ 

I Comperls~i t* Ra l.<tncc?s -. ~ ---- 

‘RI<* R;1nk t1a:i agreed to maintain average collected cash balances with 
various commercial. banks in consideration for certain services. There 
are no legal restrictions under these agreements as to the withdrawal. 
Or fUtldE;. The average compensating balances were approximately 
$7,440,000 ;tnd $2,756,000 for the years ended December 31, 1984 and 
1 9 8 3 , r e s pe c 1: 1: v e 1 y . 

In xldi Lion, the Bank maintai.ns average collected balances with various 
Federal Reserve Ranks and branches of approximately $1,350,000 and 
$950,000 for the years ended December 31, 1984 and 19R3, respectively. 
These average balances are required clearing balances and may not be 
withdrawn; however, earnings credits on these balances may be used to 
pay for services received from the Federal Reserve. 

(Cont Lnued) 
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FEDERAL HOME LOAN BANK OF INDIANAPOLIS 

Notes to Financial Statements 

Pass-through Deposit Reserves 

The Depository Institutions Deregulation and Monetary Control Act of 198D 
authorized FHLBanks to act as pass-through correspondents for member 
institutions required to deposit reserves with the Federal Reserve. 

The amount shown as cash includes pass-through reserves deposited with 
Federal Reserve offices of $8,113,000 and $667,000 at December 31, 1984 
and 1983, respectively. Member reserve balances are included under 
other liablltties. 

(3) Investments 

Investments at December 31 follow: 

1984: 
U.S. Treasury obligations 
Federal funds sold 
Term funds sold 
Bankers’ acceptances 
Certificates of deposit - Eurodollars 
Participation in the FHLBanks’ 

Consolidated Securities Fund 

1983: 
U. S. Treasury obligat tons 
Federal funds so1.d 
Term funds sold 
Bankers’ acceptances 
Certificates of deposit - Eurodollars 
Part Lcipat ton in the FHLBanks’ 

s 30,777 30,628 
1 56,000 156,000 

10,000 10,000 
1 62,333 162,251 

39,467 39,530 

Consolidated Securities Fund 56,274 

Book Ma rke t 
value value - - 
(in thousands) 

$ 98,623 98,609 
345,000 345,000 

15,000 15,000 
158,839 159,122 

20,002 20,076 

114,565 114,711 

$ 752,029 
-- ---- 

752,518 
------ _------ 

$ 454,851 
_I--- ---- 

56,418 

454,827 

==.z== TZ 

The FHLBanks’ Consolidated Securities Fund (Fund) was established by the 
Bank Board to offer a centralized portfolio management system for 
securittes owned by FHLBanks. The Fund is managed by the Office of 
Finance of the FHLBanks and invests primarily in short-tens money 
market tnstruments. 

(Cant inued) 
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FEDERAL HOME LOAN BANK OF INDIANAPOLIS 

Notes to Financial Statements 

(4) Advances to Members 

At Dechmbec 31, 1984 and 1983, the Bank had advances outstanding to members 
at lntereat rates ranginn from 8.25% to 16.75% and from 7.75% to 16.75%, - . . 
respectively, as summarized below: 

Amount 
(in thousands) 

19R4: 
Years of maturity: 

1985 
1986 
1987 
1988 
1989 
1990-1993 

Deferred net gain from hedgtng transactions 

f maturity: 
1983: 

Years 0 
1984 
1985 
I986 
1987 
1988 
1989-1993 1,437,520 

3.751.884 
Deferred net gain from hedging transactions (841) 

$ 1,243,955 
422,281 
723,743 
341,466 
190,818 

1,459,544 
4,381,807 

(871) 

$ 4,380,936 

$ 886,639 
424,699 
338,265 
325,375 
339,386 

$ 3,751,043 

Weighted 
average 
tnterest 

rate 

11.60% 
11.78 
11.63 
11.38 
12.59 
11.59 
11.58 

11 .OO% 
12.29 
12.42 
11.09 
11.37 
11.73 
11.60 

Outstanding advances aggregating $4,381,707,000 and $3,724,517,000 at 
December 31, 1984 and 1983, respectively, were collateralized by pledged 
investment securities and ffrst mortgage loans. The capital stock of the 
Bank owned by borrowing members is also pledged as additional collateral 
for outstandtng advances. Bank System regulations permit a borrowing 
member to physically retain mortgage collateral assigned to the Bank, and 
in such circumstances, the member executes a written securtty agreement 
which describes the type of collateral and agrees to hold such collateral 
for the benefit and subject to the direction and control of the Bank. The 
Bank may, however, require a member to place physical possession of such 
collateral with the Bank or its safekeeping agent. 

(Continued) 

.-. . .-..... ____- 
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FEDERAL HOME LOAN BANK OF INDIANAPOLIS 

Notes to Financial Statements 

The Bank participated in the Community Investment Fund, a five-year advances 
program, which began in June 1978. The program provided funds to members 
meeting eligibility criteria for acti.ve involvement in preserving and 
revitalizing older communities. At December 31, 1983 advances of 
$5,250,000 were outstanding under this program, with an average original 
maturity of 4 years at rates ranging from 8.55% to 15.35%. The advances 
were repaid during 1984. Rates on advances made in this program are .50% 
below the estimated cost of issuing consolidated obligations of 
comparable maturftfes at the time the commitments to advance funds were 
made. The net interest cost of this program amounted to approximately 
$4,000 for 1984 and $243,000 for 1983. 

(5) Loans to Other Federal Home Loan Banks 

The Bank made a loan to the Federal Home Loan Bank of Dallas in the form of 
a pass-through of a consolidated obligation dfscount note. The loan was 
Lssued on December 20, 1983, at a net amount of $4,593,000 with a 
dfscount rate of 9.375%. The par amount of $5,000,000 was repaid on 
October 26, 1984. 

(6) tnvestment In Federal. Home Loan Mortgage Corporation 

The investment in the Mortgage Corporation is stated at cost and consists of 
4,900 shares of nonvoting common stock, par value $1,000, redeemable at 
par value (common stock), and a $2,450,000 subordinated capital debenture, 
due June 20, 1987. The shares of common stock represent (4.9%) of the 
common stock outstanding. The Federal Home Loan Bank of Indianapolis 
received cash dividends on the common stock of $4,019,000 in 1984 and 
$l,h90,000 Fn 1983. 

I The nubordi.nated capital debenture issued on June 20, 1980 bears an interest 
rate of 11.50% per annum, payable semiannually; may not be sold, 
transferred, exchanged or pledged without the express written consent of 
the Mortgage Corporation; ts subordinated in right of payment to the prior 
payment in full. of all other obligations and indebtedness of the Mortgage 
Corporation; and may be redeemed in whole or in part on or after June 20, 
1985 at specified redemption prices at the option of the Mortgage 
Corporation. Interest of $281,000 was earned on the debenture during each 
year ended December 31, 1984 and 1983. 

On December 6, 1984, the Federal Home Loan Mortgage Corporation created a 
new class of participating preferred stock and authorized the 
distribution of such preferred stock to the 12 district banks of the 
Federal Home J,oan Bank System and by those district banks to their 
member institutions that were stockholders of record as of December 31, 
1984. 

(Continued) 
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FEIXKAL HWE LOAN BANK OF INDIANAPOLIS 

Notes LO Financial Statements 

l’l~e Fedcnrnl Home I.oan Rank of Indianapolis recetved and distributed to its 
mr1nbt.r intltltnttona 734,911 shares of such participating preferred stock 
OS the Federal Home Loan Hortgage Corporatton. 

‘The Fedett11 llomc I.oan Mortgage Corporation resolntion that authorized the 
dt~trtbutlon of the partictpatlng preferred stock requires that the 
preferred st.wk he distrthrited to the member institutions as a condition of 
the district hanks’ receipt of the stock. Because the district bank did 
not travca the benefltn OS ownersblp of the participating preferred stock at 
it ny t. imc! , for flnancfal reporting purpones, it has not been recorded as an 
nssrt or income of the district bank, or as a dividend to the member 
inHtit\ltiollH. 

In any luturct calt.ndnr year, ~rrless and unt.11 divtdends on the preferred 
sti>r:k 111 the ;igp,rc!pnt.c amount of $1.0 million have been declared and paid 
or 3t.t. ,Ip;irt for payment, no dividends may be declared or paid or set apart 
f’or jmyment on the common stock of the Mortgage Corporation. Thereafter 
ln such year, holders of outstandIng preferred stock will be entitled to 
rwr~lve 111 the aggregate $90 In dl.vtdends for every $10 in dividends paid 
on t hc comm~,n stock in the aggregate. 

The ISank horrowed from other FIlLRanks In 1983 and 1984. The following Is 
a summnry of these borrowings at December 31 (In thousands): 

Maturl ty 
date Rate 

9.00x 
9.50 
9.70 
9.63 
9.75 
9.s5 

14.25 
tn. 10 

9.82 
I 0 . 7 0 

9.85 
LO . 7 0 

9.93 
11.11 
11.15 
10.50 
10.01 
11.90 
11.90 

outstanl -____ 
1984 1983 

5/2’,/A4 
6/06/84 
b/l 3/H4 
h/20/W 
7/05/R4 
7 125184 
1/25/X5 
‘1/16/HS 
H/26/85 
H/27/85 
4125186 
9/25lHh 
9/25/Rb 

I n/31 /Rh 
I I /25/Hh 

2/25/87 
5/26/87 

1.1/25/92 
l/25/93 

-- 
s - 

50,000 
5,000 

25,000 
20,000 
25,000 
30,000 
25,000 
10,ono 
18,000 
25,000 
25,000 
35,000 
15,000 

$ 308.OpQ 

10,noo 
20,000 
20,000 
20,nno 
20,000 
25,000 
50,000 

5,000 
25,000 
20,000 
2 5,000 
30,000 
25,000 
10,000 
18,000 
25,000 
25,000 
35,000 
15,000 

423.000 ___ -TZ:: 

(C0ntinued) 
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FEDERAL HOME LOAN BANK OF INDIANAPOLIS 

Notes to Financial Statements 

(8) Consoltdated Obltgations 

Consolidated FHLBank obllgatLons are the joint and several obligations of all 
FHLBanks (see “Organization and Related Agencies” above). The outstanding 
obligations of the FHLBanks, including the pass-through to the Mortgage 
Corporation, were $67,000,000,000 and $51,000,000,000 at December 31, 1984 
and 1983, respectively. Regulations require the FHLBanks to maintain in 
the aggregate, unpledged qualifying assets Cn an amount equal to the 
consolidated obligations outstanding. “Qualifying assets” are defined as 
cash, obligations of or fully guaranteed by the United States, 
collateraltzed advances, and federally insured or guaranteed mortgages. 
The FHLBanks were in compliance with this requirement as of December 31, 
1984 and 1983. 

The following Is a summary of the Bank’s participation in consolidated 
obligations at December 31 (in thousands): 

1984 

Years of matur 
1985 
1986 
19R7 
1988 
1989 
1990-1993 

ity: 

Bonds 
Weighted 

average 
interest 

rates 
Range of 

coupon rates 

7.38-15.00% 
9.55-15.75 
7.60-12.63 

10.15-14.20 
11.38-15.10 
10.70-12.50 

Deferred net gain from hedging transactions 

Due within one year 
Deferred net gain from hedging transactions 

12.36% 
12.50 
11.40 
11.02 
12.57 
11.25 

Outstanding 

$ 776,000 
335,000 
596,000 
325,820 
145,180 

1,225,OOO 
3,403,ooo 

269 

$ 3,403,269 

Discount notes 
Book value Par value 

$ 315,449 $ 328,050_ -_z_ 
316 

$ 315.765 ____- == 

(Continued) 
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FEDERAL HOME LOAN BANK OF INDIANAPOLIS 

Notes to Financial Statements 

1983 
Bonds 

Weighted 

Range of 
coupon rates 

Years of maturity: 
1984 
1985 
1986 
1987 
1988 
1989-1993 

9.05-16.00% 
8.10-15.00 
9.55-15.75 
7.60-10.65 

10.15-14.20 
10.75-15.10 

Deferred net loss from hedging transactions 

Due within one year $ 284,064 $ 29O.fQ 
Deferred net gain from hedging transactlons 25 

average 
interest 

rates Outstanding 

13.24% $ 324,000 
13.34 301,000 
13.61 185,000 
10.84 236,000 
11.05 390,820 
11.37 1,270,180 

2,617,OOO 
(156) 

Discount notes 
Book value Par value 

$ 284.089 --- .-- 

,(9) Credit Available from the U.S. Treasury 

Section 11(i) of the Federal Home Loan Bank Act authorizes the Secretary of 
the Treasury, in his discretion, to extend credit to the FHLBanks 
aggregating not more than $4 billion, the terms, conditions, and interest 
rate to be determined by the Secretary of the Treasury. There were no 
outstanding borrowings from the U.S. Treasury during the two-year period 
ended December 31, 1984. 

(10) Capital 

The capital stock of the Bank has a par value of $100 per share. Capital 
stock held by members in excess of their statutory requirement may be 
redeemed at par value by the Bank at its discreti.on or sold to other Bank 
members at par value provided the resulting stock transfer is recorded on 
the books of the Bank. 

(Continued) 
- .-- _--_. _.__“. .._...__......__. . ..--..___ -...- _ _ .._ -- .-...--._---~~.. 
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FtiDERAL HO!.IF: LOAN BANK OF INDIANAPOLIS 

Notes to Financial Statements 

Retained earnin~:s OF Lhe Hank consists of undivided profits, a legal res(xrve, 
and a dividend stnhll izat.i.on reserve (USK). The Rank must transfer 20X 
of Its net income to the legel reserve semi-annually until the reserve 
equals the cnpl till stock amount. Thereafter, 5% of the Rank’s net twome 
must he al located for this purpose. 

In 1983 and 1984 divtdends were permitted only to the extent of crlrrent 
year’s net income, after statutory transfer, and the DSR, and were 
authorized to he pnld either annually or semi-annua1l.y. The FIILRanks 
were requested to set aside in the DSR for futllre years that portl.on of 
prepayment fee Income which, If allocated on a pro-rata basis over the 
meturlty of the prepaid advances, would be allocated to future divfdend 
per I da . Dividends may he paid In the form of capLta1 stock i F 
authorized by the Hoard of Directors. 

(11) Empl.oyce RetLrement Plan -_.____--.._-- 

‘I%(~ Rank Is a participant in the Financial lnatltutions Retirement Fond 
(FEW), and t%ubstantlalI.y all of ILs officers and employees are covered 
by the Plan. The Hank’s contributtons are determined by FLRF and 
genc~rally rrpre!;enL the normal cost of the Plan (xnfunded prtor service 
costs are not. slpnificant). Pension costs charged to other opcratlng 
rxpenars wet-c $148,000 in 1984 and $143,000 in 1983. The Rank’s pal Icy 
Fr to fund ~“nsion costs as accrued. FIRP does not segregate the 
assets, 1 iahl.littes, or costs by partictpating employer. As a result, 
dincloflure oE accumulated vested and non-vested benefits and net assets 
available! for benefits as required by FASH 36 cannot be made. 
According to the FIRF adminintrators, as of Jllne 30, 1984, the date of 
thr latest actrlilrial valuation, the market values of the fund assets 
exceeded the value of vested benefits in the aggregate. 

(1.2) Comml.tments 

Rental expensr! of $1,09h,ODO Ln 1984 and $1,019,000 lo 19R3 for premLses and 
equipment hati heen charged to other operattng expenses. Future minimrun 
rentals are RR follows (in thousands): 

1985 

19Rh 

19H7 

1988 

19H9 

1990 

Total 

Premises &ul.pment Total -~ -- 

s 393 551 944 

393 199 592 

393 85 478 

333 -. 333 

333 'I 3 3 

55 55 - -- 

$ 1,900 835 2,735 

Y 



A!; provfdcud ffor in !;<lct ton 3Ob( c) of thtr f:ederal flame Loan Mortgage 
cc~r’po’ilt lOi1 Act , I tic* Rank Board has provided for the guarantee by the 
FI11.H;~~tk~~ OF c~rtal~~ borrowings of the Mortgage CorporatLon from the 
Fflf.N:~nk of New York . Kac11 of thca I~lILRanks partlclpates in the 
gu;rr,irltr~s~ I II proporf ion t 0 Its Invf?stments in the common stock of the 
Mortj;ag(. Corporat. [r)n (see no1.c 6). At December 31, 1984, the FfILRanks 
travtb ~:u;~r:~nt Chad $ I , 790 ,OOO,OOO of thr, Mortgage Corporation’s borrowings 
f ram the% I’lll.H;ink of New York in the form of pass-throughs of the 
I)t-oc~c~(~ds r,f rthrt;t I II cons01 idat.wl oh1 Lf:atlons. 



._ _ 

New York 

la PEAT 
MARWICK 

To the Board of Directors of the 
Federal Home Loan Bank of New York and the 
Federal Home Loan Bank Board, Washington, D.C. 

We have examined the statements of condition of the Federal Home Loan 
Bank of New York as of December 31, 1984 and 1983 and the related 
statements of income, capital accounts and changes in financial 
position for the years then ended. Our examinations were made in 
accordance with generally accepted auditing standards and the standards 
for financial and compliance audits contained in the Standards for 
Audit of Governmental Organizations, Programs, Activities, and 
Functions as promulgated by the Comptroller General of the United 
States and, accordingly, included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the aforementioned financial statements present fairly 
the financial position of the Federal Home Loan Bank of New York at 
December 31, 1984 and 1983, and the results of its operations and the 
changes in its financial position for the years then ended, in 
conformity with generally accepted accounting principles applied on a 
consistent basis. 

February 1, 1985 

._ 
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New York 

Federal Home Loan Bank of New York 
Statements of Condition 

December 31, 1984 and 1983 

ASSETS 

Cash and due from banks (Note 2)..... . . . . . . . . . . . . . . 
Investments (Note 3)............................... 
Advances to members (Note 4)....................... 
Loan to Federal Savings and Loan Insurance Corporati 

(FSLICJ (Note 5) ,.,,............,................ 

1984 1983 
(in thousands) 

. . . . ..$ 126,829 $ 85,365 

. . . . . . 1,006,306 284,690 

. . . . . . 5,924,426 5,552,511 
Oil 

700,000 -- . . . . . . 
Loans to other Federal Home Loan Banks (FHLBanks) (Note 61 235,000 
Accrued interest receivable ............................... 73,308 
Loans guaranteed by the Agency for International 

Development (AID), net of participations sold (Note 71.. 52,688 
Lnvestment in FederaI Home Loan Mortgage Corporation 

(FHLMC) (Note 8) ........................................ 17,550 
Defarred charges _ Federal Home Loan Bank Board (FHLBBl 

cost of quarters and other capital expenditures ......... 3,599 
Concessions on consolidated obligations - bonds ........... 3,668 
Furniture, equipment, and Leasehold improvements - net .... 4,163 
Other assets .............................................. 2,974 

Total assets........................................~8.150.511 

LIABILITIES AND CAPITAL 

LlABlLITIES: 
Members’ deposits: 

Demand ................................................ d 81,233 
Demand Deposit Account Plus Program ................... 211,858 
Overnight ............................................. 743,079 
Term .................................................. 104,266 

Total members’ deposits ............................. 1,140,436 
Interbank borrowinns (Note 9) ........................... 10.000 
Consalidated obligations (Note 0): 

Bonds........................ ........................ 3,459,ooo 3,520,OOO 
Y Discount notes............... ........................ 2,389,045 808,619 

Accrued interest payable....... ........................ 101,623 116,798 
Deferred commitment and service fees .................... 1,877 1,769 
Other liabilities (Note 2)..... ........................ 14,667 11,131 

‘Total Liabilities.. . . . . .+. . ........................ 7,116,648 5,325,620 

260,000 
56,214 

53,207 

17,550 

3,796 
3,791 
2,724 
1,291 

$6,321,139 

$ 73,013 
167,602 
409,401 

82,287 
732,303 
135.000 

CONTINGENCIES AND COMMITMENTS (Notes 10, and 14) 
CAPITAL (Note 12): 

Capital stock, $100 par value........................... 876,156 854,655 
Retained earnings: 

Legal reserve:.................. 
Dividend stabilization reserve.. 
Undivided profits............... 

Total retained earnings....... 
Total capital ..I**,*..*,..... 
Total liabilities and capital. 

I . 

. . 

. . 

. . 

. . 

. . 

I . 

......... 

......... 

......... 

......... 

......... 

......... 

. . . . . 140.100 120,182 

. * . . . 6,094 9.169 

. . . . . 11;513 11;513 

. . . . . 157,707 140,864 
* . . . . 1,033,863 995,519 
. . . . . $8,150,511 $6,321,139 

The accompanying notes are an integral part of these financial statements. 

i 

* 
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Federal Home Loan Bank of New York 
Statements of Income 

For the Years Ended December 31, 1984 and 1983 

INCOME: 
1984 1983 
iin thousands) 

Interest on advances ...................................... $662,032 
Commitment fees on advances ............................... 1,091 
Prepayment fees on advances ............................... 1,634 
Income from investments ................................... 67,188 
Interest on loan to FSLIC ................................. 23,786 
Interest on loans to other FHLBanks ....................... 26,757 
Irrteres t. and dividends from FHLMC ......................... 10,267 
Interest and fees on loans guaranteed by AID .............. 4,597 
Income from services ...................................... 3,115 
Income from services to other FHLBanks .................... 422 
Other ..................................................... 433 

Total income .......................................... 801,322 

$636,772 
2,425 

16,446 
49,989 

-- 
27,105 

4,709 
4,673 
1,683 

171 
471 

744,444 

EXPENSES: -. 

Interest and concessions on consolidated obligations ...... 612,213 576,713 
Interest on deposits ...................................... 67,110 60,436 
Interest on interbank borrowings .......................... 1,396 602 
FHLBB assessments ......................................... 1,660 1,639 
FHLBanks' Office of Finance assessments ................... 554 514 

I Other operating expenses .................................. 18,798 14,225 
Total expenses ........................................ 701,731 654,129 
Net income .......................................... ..$ 99,591 $ 90,315 

The nc:companyi.ng notes are an integral part of these financial statements. 



New York 
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Federal Home Loan Bank of New York 
Statements of Capital Accounts 

For the Years Ended December 31, 1984 and 1983 

Capital Stock Retained Earnings 
(in thousands) 

Dividend 
Par Legal stabilization Undivided 

Shares value reserve reserve profits - - 

Balance, January 1, 1983............. 7,823 $782,268 $102,119 $7,668 

> 
Sale of capital stock .............. 943 94,301 
Redemption of capital stock ........ (219) (21,914 
Net income for 1983 -- -- ................ 
Statutory transfer (Note 12) -- -- ....... 
Transfer to dividend stabilization 

reserve (Note 12) -- -- ................ 
Cash dividends on capital stock 

(8.6%) (Note 12) -- -- ................. 

Balance, December 31, 1983 ........... 8,547 854,655 
Sale of capital stock .............. 549 54,944 
Redemption of capital stock ........ (334) (33,443 
Net income for 1984 -- -- ................ 
Statutory transfer (Note 12) -- -- ....... 
Transfer from dividend stabilization 

resekve (Note 12) -- -- ................ 
Cash dividends on capital stock 

-- -- 
-- -- 
-- -- 

18,063 -- 

-- 1,501 

-- -- 

120,182 9,169 
-- -- 
-- . ..- 
-- -- 

13,318 -- 

-- (3,075) 

-- -- (9.6%) (Note 12) -- -- ................. 

Balance, December 31, 1984 ........... 8,762 $876,156 $140,100 $6,094 

The accompanying notes are an integral part of these financial statements. 

$11,513 
-- 
-- 

90,315 
(18,063) 

(1,501) 

(70,751) 

11,513 
-- 
-- 

99,591 
(19,918) 

3,075 

(82,748) 

$11,513 



New York 

Federal Home Loan Bank of New York 
Statements of Changes in Financial Position 

For the Years Ended December 31, 1984 and 1983 

Financial resources were provided from: 
1984 1’18 1 z---. 

t in thousands I 

Operations: 
Net income .I,.,.,............................ 
Noncash charges to income: 

Depreciation and amortization of furniture, 
equipment and leasehold improvements..... 

Amortization of concessions and discount on 
consolidated obligations - bonds......... 

Amortization of FHLBB assessments.......... 
Total from operations.................... 

$ 99,591 $ 9 0 , 1 1 5 . . . . 

442 16 ‘I 

1,933 I , 9or1 
197 197 102,163 -z--- 9?,18i -~ 

. . 

. . 
. . 
. . 

Advances repaid.......................................... 6,646,870 4,849,5.!1 
Proceeds from issuance of consolidated obligations: 

Bonds ................................................ 
Discount notes ....................................... 

Net increase in members’ deposits ...................... 
Discount on consolidated obligations - discount notes . . 
Net decrease in investments ............................ 
Increase in interbank borrowings ....................... 
Proceeds from sale of capital stock .................... 
Decrease in loans to other FHLBanks ................... 
Decrease in accrued interest receivable ................ 
Increase in other liabilities, deferred 

commitment fees and service fees ..................... 

1.153.190 
5,211,575 

408,133 
191,652 

__ 

54,944 
25,000 

-- 

3,643 2,076 
Net decrease in loans guaranteed by AID.................. 519 763 

Total............................................ , .$13,797,689 $7,888,568 

Financial resources were used for: 

Advances made........................ 
Payments on maturing consolidated obl i; 

Bonds.............................. 

. . . 
wt 
. . . 
. * * 
* . . 
. . . 
. . . 
. . . 

i 
. . . . 

ons : 

. . . . 

. . . . 

. . . . 

. . . . 

. . . . 

. . . . 

Discount notes ...................... 
Net increase in investments ........... 
Loan to PSLIC ......................... . . 
Decrease In interbank borrowings ...... . . 
Cash dividends paid on capital stock . . . . 
Increase in cash and due from banks .................. 
Net decrease in members’ deposits .................... 
Redemption of capital stock .......................... 
Increase in accrued interest receivable .............. 
Decrsase in accrued interest payable ................. 
Increase in loans to other FHLBanks .................. 
Net additions to furniture, equipment and leasehold 

improvements ....................................... 
Increase (decrease) in other assets .................. 
Decrease in deferred gain from hedging activities .... 

Total .......................................... 

$ 7,018,683 $4,600,6-cJ 

1.216,OOO 1 ) 544, lOOI) 
3,822,t)OO 1,501,600 

721,616 
ioo,ooo -- 
125,000 -- 

82,748 7 0 ) : i 1 

. . 

. . 
41,464 

__ 
33,443 
17,094 
15,175 

-. . 

. * 1,881 

. * 1,683 
102 

::$13,797,689 $7,888,568 

‘The accompanying notes are an integral part of these financial statements. 
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Federal Home Loan Bank of New York 
Notes to Financial Statements 

December 31, 1984 and 1983 

ORGANIZATION AND RELATED AGENCIES: 

The Federal Home Loan Bank of New York (the Bank), a federally 
chartered corporation exempt from income taxes, is one of twelve 
District FHLBanks which, together with their member institutions, 
comprise the FHLBank System. The FHLBank System is designed to promote 
home ownership through the extension of credit to savings and home 
financing institutions. Member institutions include all federally 
chartered savings and loan associations, all federally chartered 
savings banks, and all institutions insured by the FSLIC. Membership 
is also available to qualifying institutions, such as state-chartered, 
non-FSLIC insured savings associations and savings banks. 

The FHLBanks are instrumentalities of the federal government; they 
are owned by, and serve as central credit banks for, member 
institutions. The principal source of funds for the FHLBanks is sales 
to the public of debt instruments (consolidated obligations) which are 
the joint and several obligations of all FHLBanks. Other funds are 
provided by issuance of capital stock, all of which is owned by the 
Banks' members, and member deposits. 

The FHLBank System is governed and regulated by the FHLBB which is 
r3" independent federal agency in the executive branch of government. 
The FHLBB is the chartering and regulatory authority for federal 
savings and loan associations and federal savings banks. The FHLBB 
governs the FHLMC. The principal function of the FHLMC is to promote 
the flow of capital into the housing markets by establishing an active 
secondary market in residential mortgages. Further, the FHLBB also 
governs the FSLIC which insures the accounts of savers in federally 
insured savings and loan associations and federal savings banks. FHLBB 
expenses are met through assessments to the FHLBanks and the FSLIC and 
assessments to member institutions for examinations. 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 

The more significant accounting policies not described elsewhere 
in the notes to the financial statements are as follows: 

1 
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Fe~lernl Home Luan Bank of New York 
Not es to Financlnl Sl-atements -- Continued 

December 1 I , 1084 and 1983 

I NVl?‘I’MFNTS . ..““L 

ADVANCES TO THE FEDERAL HOME LOAN MORTGAGE CORPORATION: 11” _.-- ----.~-- -- 

Yror~eells from certain consolidated Obt~gaLlons have been advanced 
to t-he FHLMC at t-he same interest rates and maturities <as the i-elated 
c’~,nsi,l ,dat ed oh1 lgat ions. ‘The FHLMC is effectlve1.y reimbursing the 
Hank for the interest; accordingly, t-he advances, related consolidated 
i,bl iKat 10”s. interest expense, and interest income have been offset and 
dre not reflected LII t.he accompanying financial statements. 

FURNITURE, EQUIPMENT AND LEASEHOLD IMPROWMENTS: _- _.-_--. 

I‘hese assets are stated at cost less accumulated depreciation and 
amort leatlorr of $1 ,00L,000 and $1,463,000 at December 31, 1084 and 
1’4H?. respectively. Depreciation and amortization are c‘omput.ed on a 
straight-Line method over the estimated usetul lives oi I. he [‘I-Opel-ty 
or, for leasehold impr0vement.s. over the life ot- the lease. 

Maintenance and repairs are charged to expense, except that. major 
rc?pa 1 I’s utllc:h extend t.he useful 1 lves of the assets are caplt.allzed. 
(;lllns and losses on disposals of assets are included in the statements 
I)! 111<:0111(?. 

FEDERAL HONE I.OAN BANK BOARD ASSESSMENTS: 

1 
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New York 

Federal Home Loan Bank of New York 
Notes to Financial Statements _- Continued 

December 31. 1984 and 1983 

FHLBANKS’ OFFICE OF FINANCE ASSESSMENTS: 

The FHLBanks’ Office of Finance manages the Consolidated 
Securities Fund, the sale of consolidated obligations and certain 
accounting functions for the twelve FHLBanks as a group. Assessments 
for operating costs of the Office of Finance are charged directly to 
expense when billed. 

CONCESSIONS ON CONSOLIDATED OBLIGATIONS: 

The amounts allowed dealers in connection with the sale of 
consolidated obligation bonds are deferred and amortized on the 
straight-line method to the maturity of the obligations. The amounts 
applicable to the sale of consolidated obligation discount notes are 
charged directly to expense as incurred because of their short-term 
maturities. 

DISCOUNTS ON CONSOLIDATED OBLIGATIONS - DISCOUNT NOTES: 

The discounts on consolidated obligation discount notes are 
amortized to expense using the straight-line method to the maturity of 
the related notes. 

HEDCING: 

The Bank is engaged in an asset/liability management program that 
includes the use of hedges in the cash and financial futures markets. 
Gains and losses on hedge transactions are deferred and amortized using 
the level yield method over the term to maturity of the related hedged 
assets or liabilities. Deferred gains and losses are reflected as an 
adjustment of the carrying value of hedged assets or liabilities. 

PREPAYMENT, COMMITMENT AND SERVICE FEES: 

PREPAYMENT FEES : - 

A prepayment fee is charged bv the Bank when an advance 
with an original term of one year or more is paid prior to its 
original maturity. Such fees are credited to income when 
received. 

COMMITMENT FEES : 

Non-refundable Fees are charged for advance rate 
commitments. Fees of less than $5,000 are recognized as income 
when received. Fees of $S,OOO or more are set up as a deferred 
credit when received and are accreted to income over the period 
of the commitment on the straight-line basis. 

J 
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New York 

Federal Home Loan Bank of New York 
Notes to Financial Statements -- Continued 

December 31, 1984 and 1983 

No fee is charged for a funds-only commitment. A non- 
takedown fee is charged if the committed funds are not taken 
down during the commitment period. A fee on a pro rata basis is 
charged if only part of the funds commitment is exercised. Non- 
takedown fees are credited to income when received. 

AID SERVICE FEES: 

The Bank receives service fees from borrowers for AID loans 
against which the direct expenses associated with the financing 
arrangements are netted. The balance is deferred and accreted 
into income at 1% of the unamortized balance per month. 

INTERDISTRICT MERGERS: 

When a member of this Bank merges into a member of another 
District FHLBank, the merged member must maintain a deposit account and 
must retain its capital stock investment in this Bank equal to one 
twentieth of the amount of any unpaid advances from this Bank. 

RECLASSIFICATION OF 1983 FINANCIAL STATEMENTS: 

The 1983 financial statements have been reclassified to conform 
with the 1984 financial statement presentation. 

Note 2 - CASH AND DUE FROM BANKS: 

COMPENSATING BALANCES: 

The Bank has agreed to maintain average collected cash balances 
with various conrnercial banks in consideration for certain services. 
There are no legal restrictions as to the withdrawal of funds. The 
average compensating balances were approximately $10.939.000 and 
$12,922,000 for the years ended December 31, 1984 and 1983, 
respectively. 

In addition, the Bank maintained average collected balances with 
various Federal Reserve Banks of approximately $4,450.000 and $174,000 
for the years ended December 31, 1984 and 1983, respectively. These 
average balances are required clearing balances and may not be 
withdrawn. Earnings credits on these balances may be used to pay for 
services received from the Federal Reserve Banks. 
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Federal Home Loan Bank of New York 
Notes to Financial Statements -- Continued 

December 31, 1984 and 1983 

PASS-THROUGH DEPOSIT RESERVES: 

The Depository Institutions Deregulation and Monetary Control Act 
of 1980 authorizes FHLBanks to act as pass-through correspondents for 
member institutions required to deposit reserves with the Federal 
Heserve Banks. The amount shown as cash and due from banks includes 
pass-through reserves deposited with Federal Reserve. Banks of 
$5,023,000 and $8,400,000 as of December 31, 1984 and 1983, 
respectively. Member deposit reserves are included under other 
liabilities. 

Note 3 - INVESTMENTS: 

A comparison of book and estimated market values follows: 

December 31, 1984 
Book value Market value 

(in thousands) 

U.S. Treasury obligations S 44,835 
Federal funds sold 477.?GO 
Term funds sold 30,000 
Bankers’ acceptances 62,017 
Certificates of deposit-domestic 20,000 
U.S. Treasury obligations and 

Certificates of deposit - 
Eurodollars held as hedge against 
granting advances to members 197,963 

Participation In the FHLBanks’ 
Consolidated Securities Fund” 174,191 

$1,006,306 

$ 44,884 
477,300 

30,000 
62,060 
20,013 

199,162 

174,741 
;61,008,160 

December Jl, 1983 
Book value Market value 

( in thousands) 

Federal funds sold $ 221,300 $ 221,300 
ParCiclpat.ion in the FHLBanks’ 

Consoi idated Securities Fund’z 63,390, 63,342 
$ 284,690 4 284,642 

<‘The FIlLBanks’ Consolidated Securities Fund (Fund) was established by 
the FHLBB t.0 offer a centralized portfolio management system for 
securities owned by FHLBanks. The Fund is managed by the Office of 
Finance of the FHLBanks and invests primarily in short-term money 
market. instruments. 

5 
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New York 

Federal Home Loan Bank of New York 
Notes to Financial Statements -- Continued 

December 31) 1984 and 1983 

Note 4 - ADVANCES TO MEMBERS: 

At December 31, 1984 and 1983 the Bank had advances outstanding to 
members at interest rates ranging from 8.95% to 16.90%. and from 8.00% 
to 16.90% respectively, as summarized below: 

Year of 
maturity 

1985 
1986 
1987 
1988 
1989 

1990-1994 

Deferred net gain from 
hedging transactions 
(Note Ii 

December 31, 1984 s 
Amount Weighted average 

( in thousands J interest rate 

$3,125,317 11.64% 
650,881 12.15 
452,500 11.67 
481,177 11.12 
545,936 12.04 
670,472 12.53 

$5,926,283 11.79% 

(1,857) 
$5,924,426 

Year of 
maturity 

1984 

1985 

1986 
1987 
1988 

1989-1993 

Deferred net gain from 
hed8 ing transact inns 
(Note 1) 

December 31, 1983 
Amount Weighted average 

(& thousands) interest rate 

$2,857,069 11.02% 
545,425 11.56 
452,354 12.14 
247,358 11.75 
443,205 11.06 

1,009,059 12.40 
$5,X4,470 11.45% 

(1,959) 

$5,552,511 
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New York 

Federal Home Loan Bank of New York 
Notes to Financial Statements -I Continued 

December 31, 1984 and 1983 

Outstanding advances are collateralized by pledged investment 
securities and first mortgage loans. The capital stock of the Bank 
owned by borrowing members is also pledged as additional collateral for 
outstanding advances. Bank system regulations permit a borrowing 
member to physically retain collateral assigned to the Bank and, in 
such circumstances, the member executes a written security agreement 
which describes the type of collateral and agrees to hold such 
collateral for the benefit of and subject to the direction and control 
of the Bank. The Bank may, however, require a member to place physical 
possession of such collateral with the Bank or its safekeeping agents. 

The Bank participated in the Community Investment Fund, a tive- 
year advances program from June 1978 to June 1983. The program 
provided funds to members meeting eligibility criteria for active 
involvement in preserving and revitalizing older communities. At 
December 31, 1984 advances of $87,600,000 were outstanding under this 
pro$ram with an average maturity of 1.1 years at rates ranging from 
9.0% to 13,5x. At December 31, 1983 advances totaling $128,565,000 
were outstanding with an average maturity of 1.6 years at rates ranging 
from 8.2Z to 14.7%. These rates are l/2 of 1 percent below the 
estimated cost of issuing consolidated cbligatiscs of comparable 
maturities at the time the conaitments to advance funds were made. If 
consolidated obligations had actually been issued at the time the 
commitments to advance funds were made, the net interest cost of this 
program would have amounted to approximately $527,000 for 1984 and 
$1,359,000 for 1983. 

Note 5 - LOAN TO THE FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION: 

The Bank made a secured loan on August 10, 1984 to the FSLIC for 
$700,000,000 in accordance with the FHLB Act. The FSLIC will make 
principal payments as follows: 

Principal 
-pavment 

$30,000,000 

Due dates 

August 1, in each year from 
1988 through 1993 

20,000,000 September 1, in each year 
from 1988 through 1993 

20,000,000 October 1, in each year 
from 1988 through 1993 
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New York 

Federal. Home Loan Bank of New York 
Notes to Financial Statements -- Continued 

December 31, 1984 and 1983 

The remaining principal balance of $280,000,000 is due on 
January 1, 1995. The interest rate is determined by adding twenty 
basis points to the cost of funds of the Bank. 

Note 6 - LOANS TO OTHER FEDERAL HOME LOAN BANKS: 

‘The Bank makes loans to other FHLBanks. The following is a 
summary of these loans at: 

Maturity 

date 

December 31, 1984 

Principal 
amount -- 

(in thousands) 

.lnterest 
rate 

August 26, 1985 $ 25,000 9.82% 
July 25, 1986 10,000 10.95 
August 25, 1986 80,000 10.60 
Sentember 25. 1986 90.000 10.70 
Nobember X,.1986 30; 000 

$235,000 
12.00 

Maturity 
date 

December 31, 1983 
Principal 

amount 
( in thousands) 

Interest 
rate 

July 25, 1984 $ 25,000 9.552 
August 26, 1985 25,000 9.82 
July 25, 1986 10,000 10.95 
August 25, 1986 80,000 lU.60 

I September 25, 1986 90,000 10.70 
November 25, 1986 30,000_ 12.00 

$260,000 
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Federal Home Loan Bank of New York 
Notes to Financial Statements -- Continued 

December 31, 1984 and 1983 

Note 7 - LOANS GUARANTEED BY THE AGENCY FOR INTERNATIONAL DEVELOPMENT: 

The Agency for International Development was established by the 
Foreign Assistance Act of 1961. as amended. Under Sections 221 and 222 
of the Act, AlD issues guarantees backed by the full faith and credit 
of the United States of America to eligible U.S. investors insuring 
against loss of investments, including unpaid accrued interest, in 
self-liquidating housing projects. The Bank qualifies as an eligible 
investor. 

Under contracts of guaranty, the Bank may, without the approval of 
AID, sell participating interests to members of any FHLBank. The 
<outstanding loan balances, which mature between 1990 and 2008, are 
reported net of participations sold totaling $248,637,060 at 
December 31, 1984 and $254,293,000 at December 31, 1983. 

Note 8 - INVESTMENT IN THE FEDERAL HOME LOAN MORTGAGE CORPORATION: 

The investment in the FHLMC is stated at cost and consists of 
11,700 shares of non-voting common stock, par value $1,000, redeemable 
at par value (common stock), and a $5,850,000 subordinated capital 
debenture, due June 20, 1987. The shares represent 11.7% of the common 
stock outstanding. 

On December 6, 1984, the FHLMC created a new class of 
partrcipat ing preferred stock, par value $10 (preferred stock), and 
authorized the distribution of such preferred stock to the twelve 
FHLBanks and by the FHLBanks to their member institutions that were 
stockholders of record as of December 31, 1984. 

The Bank received and distributed to its member institutions 
1,754,854 shares or 11.7% of such participating preferred stock of the 
FHLMC. 

The FHLMC resolution that authorized the distribution of the 
preferred st.ock required that such preferred stock be distributed to 
t.he member institutions as a condition of the Bank’s receipt of the 
st.ock. Because the Bank did not have the benefits of ownership of the 
preferred stock at any time,, for financial reporting purposes, the 
preferred stock has not been reported as an asset or as income of the 
Bank, or as a dividend by the Bank to the member institutions. 

The Bank received FHIHC common stock cash dividends of $9,594,000 
in 1984 and $4,036.500 in 1983. In any future calendar year, unless 
and until dividends on the preferred stock in the aggregate amount of 
$10 million have been declared and paid or set apart for payment, no 
dividends may be declared and paid or set apart for payment on the 
common stock by the FHLMC. Thereafter in such year, holders or 
outstanding preferred stock will be entitled to receive in the 
aggregate $90 in dividends for every $10 in dividends paid on the 
common stock in the aggregat.e. 

9 
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New York 

Federal Home Loan Bank of New York 
Notes to Financial Statements -- Continued 

December 31, 1984 and 1983 

The subordinated capital debenture issued on June 20, 1980, bears 
an interest rate of 11.50% per annum, payable semiannually; may not be 
sold, transferred, exchanged or pledged without the express written 
consent of the FHLMC; is subordinated in right of payment to the prior 
payment in full of all other obligations and indebtedness of the FHLMC; 
and may be redeemed in whole or in part on or after June 20, 1985 at 
specified redemption prices at the option of the FHLMC. Interest of 
$672,750 was earned on the debenture for each year ended December 31, 
1984 and 1983. 

Note 9 - INTERBANK BORROWINGS: 

The Bank has borrowed from other FHLBanks. The following is a 
summary of these loans at: 

Maturity 
date 

December 31, 1984 
Principal 

amount 
( in thousands) 

Interest 
rate 

November 25, 1987 ~10,000 11 ill% 

Maturity 
date 

December 31, 1983 
Principal 

amount 
( in thousands) 

Interest 
rate 

January 3, 1984 $125,000 9.92% 
November 25, 1987 10,000 11.40 

$135,000 

Not.e 10 - CONSOLIDATED OBLIGATIONS: 

Consolidated obligations are the joint and several obligations of 
all FHLBanks (see “Organization and Related Agencies” above). The 
outstanding obligations of the FHLBanks, including the pass-throughs to 
the FHLMC , were $67,257,265,000 and $51,208,979,000 at December 31, 
1984 and 1983, respectively. Regulations require the FHLBanks to 
maintain, in the aggregate, unpledged qualifying assets in an amount 
equal to the consolidated obligations outstanding. “Qualifying assets” 
are defined as cash and due from banks, obligations of, or fully 
guaranteed by, t.ho United States, secured advances, and federal Ly 
insured or guaranteed mortgages. The FHLRanks were in compliance with 
this requirement at December 31, 1984 and 1983. 

10 
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Federal Home Loan Bank of New York 
Notes to Financial Statements -- Continued 

December 31, 1984 and 1983 

The following is a summary of the Bank’s participation in 
consolidated obligations: 

December 31, 1984 
Bonds 

Year of Range of Weighted average 
maturity coupon rates interest rate Outstanding 

g< in thousands) 

1985 7.38-14.702 12.12x $1,334,000 
1986 9.55-16.40 14.06 764,000 
1987 7.60-11.35 10.58 223,000 
1988 10.15-10.80 10.52 175,000 
1989 11.5.5-15.10 14.07 273,000 

1990-1993 10.70-12.50 11.54 690,000 
43,459,ooo 

Discount Notes 
( in thousands) 

Book value Par value 
$2,389,04.5 $2.455.250 

Due within one year 

December 31, 1983 
Bonds 

Year of Range of Weighted average 
maturity coupon rates interest rate 

1984 9.05-16.402 13.79% 
1985 8.10-14.70 13.56 
1986 9.55-16.40 14.52 
1987 7.60-11.35 10.58 
1988 10.15-10.80 10.52 

1989-1993 10.70-15.10 12.52 

Discount Notes 
( in t.housands ) 

Book value 
$808,619 

Par value 
$836,700 

Due within one year 

11 

Outstanding 
in thousands) 

$1,216,000 
504,000 
664,000 
223,000 
175,000 
738,000 

$3,520,000 
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Federal Home Loan Bank of New York 
Notes to Financial Statements -- Continued 

December 31, 1984 and 1983 

The Bank's participation is reported net of advances to the FHLMC 
in tha form of pass-throughs of the proceeds of certain consolidated 
obligations totaling $1,790,000,000 and $2,290,000,000 at December 31, 
1984 and 1983 respectively. These advances are evidenced by notes 
receivable from the FHLMC. The following are summaries of these pass- 
throughs at: 

December 31, 1984 
Bonds 

Year of Range of Weighted average 
maturity coupon rates interest rate Outstanding 

(in thousands) 

198.5 7.38- 9.35% 8.272 $ 640,000 
1986 9.55-11.30 9.90 250,000 
1987 11.10 11.10 200,000 

1993-1997 7.38- 7.88 i-59 700.000 
$1,790,000 

December 31, 1983 
Bonds - 

Year of Range of Weighted average 
maturity coupon rates interest rate Outstanding 

(in thousands) 

1984 8.75-13.852 10.37x $ 500,000 
1985 7.38- 9.35 8.27 640,000 
1986 9.55-11.30 9.90 250,000 
1987 11.10 11.10 200.000 

1993-1997 7.38- 7.88 7.59 7oo;ooo 
$2,290,000 

As provided for in Section 306(c) of the Federal Home Loan 
Mortgage Act, the FHLBB has provided for the guarantee by the other 
F'HLBanks of the above borrowings of the FHLMC from the FHLBank of New 
York. Each of the other FHLBanks participates in the guarantee in 
proportion to its investments in the common stock of the FHLMC. At 
December 31, 1984 and 1983, the other PHLBanks have guaranteed 
$1,580,570,000 and $2,022,070,000. respectively, of the FHLMC's 
borrowings from the Bank. 
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Federal Home Loan Bank of New York 
Notes to Financial Statements -- Continued 

December 31, 1984 and 1983 

Note 11 - CREDIT AVAILABLE FROM THE U.S. TREASURY: 

Section 11(i) of the Federal Home Loan Bank Act authorizes the 
Secretary of the Treasury, at his discretion, to extend credit to the 
PHLBanks aggregating not more than $4 billion, the terms, conditions, 
and interest rate to be determined by the Secretary of the Treasury. 
There were no outstanding borrowings from the U.S. Treasury during 
the two-year period ended December 31. 1984. 

Note 12 - CAPITAL: 

The capital stock of the Bank has a par value of $100 per share. 
Capital stock held by members in excess of their statutory 
requirements may be redeemed at par value by the Bank or sold to 
other Bank members at par value provided the resulting stock transfer 
is recorded on the books of the Bank. 

Retained earnings of the Bank consist of undivided profits, a 
legal reserve, and a dividend stabilization reserve (DSR). The Bank 
must transfer 20% of its net income to the legal reserve semiannually 
until the reserve equals the capital stock amount. Thereafter, 5% of 
the Bank’s net income must be allocated for this purpose. The Bank 
sets aside in the DSR for future years that portion of prepayment fee 
income which, if allocated on a pro rata basis over the maturities of 
the prepaid advances, would be allocated to future dividend periods. 
At December 31, 1984, a portion of the DSR was available for 
dividends. 

In 1984 and 1983, dividends were paid from net income after 
transfers to the legal reserve and transfers from or to the DSR. 
Dividends were authorized to be paid either annually or semiannually 
and may he paid in the form of capital stock if authorized by the 
Board of Directors. 

Note 13 - EMPLOYEE RETIREMENT PLAN: 

The Bank is a participant in the Financial Institutions 
Retirement Fund (FIRF), and substantially all of its officers and 
employees are covered. The Bank’s contributions are determined by 
FIRF and generally represent the normal cost (unfunded prior service 
costs are not significant). Pension costs charged to other operating 
expenses were $559,081 in 1984 and $432,930 in 1983. The Bank’s 
policy is to fund pension costs as accrued. FIRF does not segregate 
the assets, liabilities, or costs by participating employer. 
According to the FIRF administrators, as of June 30, 1984, the date 
of the latest actuarial valuation, the book and market values of the 
fund assets exceeded the value of vested benefits in the aggregate. 
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New York 

Federal Home Loan Bank of New York 
Notes to Financial Statements -- Continued 

December 31, 1984 and 1983 

Note 14 - COMMITMENTS : 

Rental expense of $2,741,000 in 1984 and $1,695,000 in 1983 for 
premises and equipment has been charged to other operating expenses. 
Future minimum rentals are as follows (in thousands): 

1985 
1986 
1987 
1988 
1989 

1990-1996 
Total 

Premises Equipment Total 

$1,218 $ 878 $ 2,096 
1,127 639 1,766 
1,127 474 1,601 

988 359 1,347 
708 242 950 

3,181 106 3,287 

?!!i&t - -- $2,698 $11,047 

The lease agreements for the Bank’s premises provide for 
increases in the basic rentals resulting from increased property 
taxes and maintenance expenses. 

Commitments for advances to members totaled $312,990,000 at 
December 31, 1984 and $157,125,000 at December 31, 1983. 

At December 31, 1984, the Bank is committed to participate in 
the FHLBanks’ Eurodollar 11% consolidated bond issue, due December 
27, 1989, in the amount of $31,900,000. 

14 
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Pittsburgh 

PEAT 
MARWICK 

Peat, Marwick, Mitchell & Co. 
Certltied Pubhc Accountunts 
Two Ol~vcr Plar~ 
Pmsburyh, Pennsylvania 15222 

To the Federal Home Loan Bank Board 
Washington, D.C. : 

We have exemined the statements of condition of the Federal Home Loan Bank of 
Pittsburgh as of December 31, 1984 and 1983, and the tela ted statements of 
income, capital accoun to, and changes in financial position for the years then 
endtd. Our examinations were mtdt in accordance with generally accepted 
auditinE standards, and the standards for financial and complllnce audits 
contained in the Standards for Audit of Governmental Organlzatlona, Programs, 
Ac tlvltier and Functions issued by the Comptroller General of the United States 
(1981 Revision) and, accordingly, included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the clrcum- 
8 tancts. 

’ 
In our opinion, tht afortmtntlontd f lnanclal statements present fairly the 
finenclal position of the Federal Home Loan Bank of Pittsburgh at December 31, 

’ 1984 and 1983, and the results of its operations and the changes in its flnan- 
cial position for the years then ended, in conformity with generally accepted 
accounting principles applied on a consistent basis. 

February 15, 1985 

Y 
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FEDERAL HOME LOAN RANK OF PITTSBURGH 

Statements of Condition 

December 31, 1984 and 1983 
( In thousands) 

Cash (note 2) 

Assets .- 

Investments (note 3) 
Advances to members (note 4) 
Loans to other Federal Home Loan Ranks (note 5) 
Accrued interest receivable 
Furnl ture, equf pment and leasehold improvements, net 
Investment in Federal Home Loan Mortgage Corporation 

(note 6) 
Concesslons on consolidated obligations - bonds 
Deferred charges - Federal Home Loan Bank Board cost 

of quarters and other capital expenditures 
Other assets 

Total assets 

Liabilities and Capital 

Liabilities: 
Interest bearing deposits of members: 

Demand 
Te cm 

$ 1,028,371 $ 595.190 
29,775 

Total deposits 

Consolidated obligations (note 7) : 
Bonds 
Discount notes 

Accrued interest payable 
Other liabilities 

1,058,146 

1,229,ooo 
659,421 

40,369 
969 

Total liabilities 2,987,905 

Contingencies and commitments (notes 7, 11 and 12) 

Cnpttal (note 9): 
(;lpl.tal stock, $100 par value 
Itetafned earnings: 

Legal. reserve 

241,361 216,765 

Dividend stabilization reserve 
Undivided profits 

Total retained earnings 

51,418 45,297 
4,152 2,838 
6,935 6,935 

62,505 55,070 

TOtal cripitnl 303,866 271,835 

Total tlabllities and capital $ 3,291,771 $ 2,069,864 

I;oe xc0mpnnyl.n~ notes to financial statements. 

1984 1983 

$ 138,395 $ 44,911 
962,604 392,397 

1,950,741 1,401,118 
201,000 201,000 

25,550 la, 304 
1,355 338 

9,150 9,150 
1,214 873 

1,523 1,609 
239 164 

$ 3,291,771 $ 2,069,864 

6;a40 

602 ,030 

868,000 
292,434 

33,424 
2,141 

1,798,029 
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FEDERAL HOME LOAN BANK OF PITTSBURGH 

Statements of Income 

Years Ended December 31, 1984 and 1983 
(In thousands) 

Income: 

1984 - 1983 

Interest and fees on advances to members $ 180,829 $ 164,549 
Interest on loans to other Federal Home Loan 

Banks 
Income from investments 
Interest and dividend from Federal Home Loan 

Mortgage Corporation (note 6) 
Income from service to members 
Income from prepayment penalties 
Other Income 

23,215 6,360 
64,335 79,318 

5,354 2,455 
5,935 3,336 
2,084 3,358 

11 16 

Total income 281,763 259,392 

Expenses: 
Interest and concessions on consolidated 

obligations 
Interest on member deposits 
Federal Home Loan Bank Board assessments 
Federal Home Loan Banks' Office of Finance 

assessments 
0 the c expense 

Total expenses 

170,445 154,866 
72,854 78,742 

502 469 

186 215 
7,168 5,261 

251,155 239,553 

Net income $ 30,608 $ 19,839 

See accompanying notes to financial statements. 
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FEDERAL HOME LOAN BANK OF PITTSBURGH 

Statements of Capital Accounts 

December 31, 1984 and 1983 
(In thousands except shares) 

Capital Stock Retained Earnings 
Dividend 

Par Legal stabilization Undivided 
Shares value reserve reserve profits 

Balance, December 31, 1982 2,301,369 $ 230,137 $ 41,329 $ 2,155 $ 6,935 

Proceeds from sale of 
capital stock 99,675 9,968 - 

Redemption of capital stock (233,397) (23,340) - 
Net income for 1983 19,839 
Statutory transfer (note 9) - 3,968 (3,968) 
Transfer to dividend 

stabilization reserve 
1983, net (note 9) 683 (683) 

Dividends on capital stock 
(7.0%) (note 9) (15,188) 

‘Balance, December 31, 1983 2,167,647 216,765 45,297 2,838 6,935 

'Proceeds from sale of 
capital stock 306,441 30,644 - 

:Redemption of capital stock (60,480) (6,048) - 
'Net tincome for 1984 30,608 
Statutory transfer (note 9) - 6,121 (6,121) 
Transfer to dividend 

stabilization reserve 
1984 (note 9) 1,314 (1,314) 

Dividends on capital stock 
(10.05%) (note 9) (23,173) 

-- Balance, December 31, 1984 2,413,608 $ 241,361 $ 51,418 $ 4,152 $ 6,935 

See accompanying notes to financial statements. 
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FEDERAL HOME LOAN BANK OF PITTSBURGH 

Statements of Changes in Financial Position 

Years Ended December 31, 1984 and 1983 
(In thousands) 

Financial resources were provided from: 
Operations: 

Net income 
Noncash charges to income: 

Amortization of concessions on consolidated 
obligations - bonds 

Amortization of discount on consolidated 
obligations - discount notes 

Amortization of Federal Home Loan Bank Board 
assessments 

Depreciation and amortization of furniture, 
equipment and leasehold improvements 

Total from operations 

Decrease in investments 
Advances repaid 
Net proceeds from issuance of consolidated 

obligations 
Proceeds from sale of capital stock 
Increase in member deposits 
Other 

Financial resources were used for: 
Increase in cash 
Increase in investments 
Advances made 
Increase in loans to other Federal Home Loan 

Banks 
Decrease in member deposits 
Payments on maturing consolidated obligations 
Redemption of capital stock 
Dividends on capital stock 
Other 

See accompanying notes to financial statements. 

1984 1983 

8 30,608 $ 19,839 

445 

54,551 

86 

169 

85,859 

2,117,826 

2,011,900 
30,644 

456,116 
6,945 

510 

17,830 

86 

79 

38,344 

581,185 
1,354,302 

766,597 
9,968 

6,792 

$ 4,709,290 $ 2,757,188 

$ 93,484 $ 24,084 
570,208 

2,667,449 1,093,436 

201,000 
298,558 

1,339,250 1,090,900 
6,048 23,340 

23,173 15,188 
9,678 10,682 

$ 4,709,290 $ 2,757,188 

Page 61 GAO/AFMD-86-23 Federal Home Loan Banks 



._ _. ._ ..__.. _.____ .__. ._ __ __..._ ._ ._ _.-_ _-_. ..--.-__..- ..-.- -_.-----.-- .- -.---.-- 
I’IttHbur~tI 

(1 

FEDERAL HOME LOAN BANK OF PITTSBURGH 

Notes to Financial Statements 

December 31, 1984 and 1983 

) Summary of Significant Accounting Policies 

The more significant accounting policies not described elsewhere in the 
notes to the financial statements are as follows: 

Investments 

Invas tment securities are carried at cost, adjusted for amortization of 
premiums and accretion of discounts. Gains and losses on sales of 
securities are included in income from investments. 

Furniture, Equipment and Leasehold Improvements 

These assets are stated at con t less accumulated depreciation and amortiza- 
tion of $709,000 and $542,000 at December 31, 1984 and 1983, respec- 
tively . Dspreciation and amortization are computed on the straight-line 
method over the estimated useful. lives of the property or for leasehold 
improvements over the life of the lease. 

Federal Home Loan Bank Board Assessments 

The Federal Home Loan Bank of Pittsburgh (the Bank) expenses its pro rata 
share of the Federal Home Loan Bank Board (Bank Board) assessment for 
operating expenses during the year in which the assessment is levied. 

The Bank Board has assessed the Bank for its portion of the cost of the 
Bank Board’s office building in Washington, D.C. These payments are 
treated as 3 deferred charge and are amortized using the straight-line 
method over a 25-year period. 

The Bank Board also assesses the Bank for its portion of the cost of 
capital expenditures for furniture, equipment, and furnishings for the 
Bank Board’s building. Payments against these assessments are treated 
aa a deferred charge and are amortized using the straight-line method 
over a five-year period. 

Federal Home Loan Banks’ Office of Finance Assessments 

The Federal Home Loan Banks’ (FHLBanks) Office of Finance manages the 
Consolidated Securities Fund, the sale of consolidated obligations and 
certsin accounting functions for the twelve FHLBanks as a group. 
Assessments Eor the Office of Finance’s operating costs are charged 
directly to expense when billed. 

(Continued) 
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FEDERAL HOME LOAN BANK OF PITTSBURGH 

Notes to Financial Statements 

Concessions on Consolidated Obligations 

The amounts allowed dealers in connection with the sale of consolidated 
obligation bond8 are deferred and amortized on the straight-line method 
to the maturity of the obligations. However, the amounts applicable to 
the sale of consolidated obligation discount notes are charged directly 
to expense as incurred because of their short-term maturities. 

Discount8 on Consolidated Obligations - Discount Notes 

The discounts from the issuance of consolidated obligation discount notes 
are amortized to expense using the straight-line method to the maturity 
of the related notes. 

Commitment Fees for Advances 

Nonrefundable fees are recognized as income immediately. Refundable fees 
are deferred until the commitment expires or the advance is made. 

(2) Cash 

Compensating Balance8 

The Bank has agreed to maintain average collected cash balances with 
various commercial bank8 in consideration for certain services. To meet 
the commercial banks’ requirement at December 31, 1984, the Bank main- 
tained noninterest bearing certificates of deposit totalling $17,000,000 
maturing within 30 days. The average compensating balances were approx- 
imately $13,500,000 and $13,700,000 for the years ended December 31, 
1984 and 1983, respectively. 

Pass-through Deposit Reserves 

The Depository Ins titutiona Deregulation and Monetary Control Act of 1980 
authorizes FHLBanks to act as pass-through correspondents for member 
institution8 required to deposit reserves with the Federal Reserve. The 
amount shown a6 cash includes pass-through reserves deposited with 
Federal Reserve offices of $422,000 and $1,754,000 as of December 31, 
1984 and 1983, respectively. Member reserve balances are included with 
Other Liabilities. 

(Continued) 
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FEDERAL HOME LOAN BANK OF PITTSBURGH 

Notes to Financial Statements 

(3) Investments 

A comparison of book and estimated market values follows: 

December 31, 1984 
Book value Market value 

(in thousands) 

U. S. Treasury obligations $ 20,014 $ 20,063 
Federal funds sold 687,000 687,000 
Term funds sold 22,119 22,165 
Cer tifica tea of deposit - Eurodollars 41,998 42,053 
Participation in the FHLBanks’ Consolidated 

Securi tiea Fund 191,473 191,132 

$ 962,604 $ 962,413 

December 31, 1983 
Book value Market value 

(in thousands) 

U. S. Treasury obligations $ 54,674 $ 54,363 
Federal funds sold 220,000 220,000 
Term funds sold 20,000 20,000 
Participation in the FHLBanks’ Consolidated 

Secur i ties Fund 97,723 97,449 

$ 392,397 $ 391,812 

The FHLBanks’ Consolidated Securities Fund (Fund) was established by the 
Bank Board to offer a centralized portfolio management system for 
securities owned by FHLBanks. The Fund is managed by the Office of 
Finance of the FHLBanks and invests primarily in short-term money market 
ins trumen ts , 

(Continued) 
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Year of Maturity 

1985 
1986 
1987 
198s 
19a9 
1990-1994 

FEDERAL HOME LOAN BANK OF PITTSBURGH 

Notes to Financial S ta tements 

(4) Advances to Members 

At December 31, 1984 and 1983, the Bank’s advances outstanding to members 
<are as follows: 

December 31, 1984 
Amount Weighted average 

(in thousands) interest rate 

$ 1,069,350 11.071% 
200,176 11.140 
228,860 11.705 
140,327 ii.585 
123,439 12.712 
188,589 11.701 

$ 1,950,741 11.354 

Year of Maturity 

December 31, 1983 
Amount Weighted average 

( in thousands) interest rate 

1984 
1985 
1986 
1987 
1988 
1989-1993 

0 522,438 10.224% 
149,312 10.795 
133,455 11.450 
238,735 11.669 
100,865 11.088 
256,313 12.013 

$ 1,401,118 11.037 

All outstandLng advances at December 31, 1984 and 1983 were collateralized 
by pledged investment securities and first .mortgage loans. The capital 
stock of the Bank owned by borrowing members is also pledged as addi- 
tional collateral for outstanding advances. Benk Sys tern regulations 
permit a borrowing member to physically retain mortgage collateral 
assigned to the Rank, and in such circumstances, the member executes a 
wrt tten security agreement which describes the type of collateral and 
agrees to hold such collateral for the benefit and subject to the 
direction and control of the Bank. The Bank may, however, require a 
member to place physical possession of such collateral with the Bank or 
its safekeeping agent. 

(Continued) 
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FEDERAL HOME LOAN BANK OF PITTSBURGH 

Notes to Financial Statements 

(5) Loans to Other Federal Home Loan Banks, 

The Rank may make unsecured loans to other Federal Home Loan Banks. 
following is a summary of these loans at December 31, 1984. 

Year of 
maturity 

1985 
1986 
1987 
1989 
1992 
1993 

Principal 
amount 

(in thousands) 

$ 43,000 
48 (000 
45,000 
15,000 
35.000 
15;ooo 

$ 201,000 

Weighted 
average 
interest 

rate 

11.083% 
11.181 
11.150 
11.560 
11.900 
11.900 

The 

(6) Investment in Federal Home Loan Mortgage Corporation (FHLMC) 

The investment in the FHLMC is stated at cost and consists of 6,100 shares 
of nonvoting common stock, par value $1,000, redeemable at par value 
(common stock), and a $3,050,000 subordinated capital debenture, due 
June 20, 1987. The FHLMC paid a dividend of $5,002,000 in 1984 and 
$2,105,000 in 1983 to the Bank on its investment in the FHLMC capital 
stock. The subordinated capital debenture issued on June 20, 1980, 
bears an interest rate of 11.50% per annum, payable semi-annually; 
may not be sold, transferred, exchanged or pledged without the express 
written consent of the PHLMC; is subordinated in right of payment to the 
prior payment in full of all other obligations and indebtedness of the 
FHLMC; and may be redeemed in whole or in part on or after June 20, 1985 
at specified redemption prices at the option of the FHLMC. Interest of 
$350,000 was earned on the debenture for the years ended December 31, 
1984 and 1983. 

On December 6, 1984, the FHLMC created a new class of participating pre- 
ferred stock (preferred stock) and authorized the distribution of such 
preferred stock to the twelve District Banks of the Federal Home Loan 
Bank System and by those District Banks to their member institutions 
that were stockholders of record as of December 31, 1984. 

The Federal Home Loan Bank of Pittsburgh received and distributed to its 
member institutions 915,000 shares of such participating preferred stock 
of the FHLMC. 

(Continued) 

-  “ . . “ .  I~ I  I1” - l ” “__I_t - - - -~. - - - l - .~-- . - .  

Page 66 GAO/AFMD-86-23 Federal Home Loan Ranks 



.I. ..-. -.........._ “.” .._ .-..- -. .-_.- -..- “-------~_.---- -- 
I’itt.nbiwgh 

6 

FEDERAL HOME LOAN BANK OF PITTSBURGH 

Notes to Financial Statements 

The FMLMC resolutfon that authorized the distribution of the preferred 
stock required that such preferred stock be distributed to the member 
institutions as a condition of the District Bank’s receipt of the stock. 
Because the District Banks did not have the benefits of ownership of the 
preferred stock at any time, for financial reporting purposes, it has 
uot been reported as an asset or income of the District Bank, or as a 
dividend to the member institutions. 

In any future calendar year, unless and until dividends on the preferred 
stock in the aggregate amount of $10 million have been declared and paid 
or set apart for pnyment, no dividends may be declared or paid or set 
spart for payment on the common stock of the FHLMC. Thereafter, in such 
yent holders of outstanding preferred stock will be entitled to receive 
In the aggregate $90 in dfvidends for every $10 in dividends paid on the 
common a tack in the aggregate. 

(7) Consolidated Obligations 

Consolidated FHLBank Obligatfons are the joint and several obligations of 
all FHLBanks. The outstanding obligations of the FHLBanks, including 
the pass-throughs to the Mortgage Corporation (see note 12), were 
$67,257,265,000 and $51,208,979,000 at December 31, 1984 and 1983, 
respcc tively. Regulatlona require the FHLBanks to maintain in the 
aggrega te, unpledged qualifying assets in an amount equal to the consol- 
idated obligations outstandfng. “Qualifying assets” are defined aa 
cash, obligations of or fully guaranteed by the United States, col- 
lateralized advances, and federally insured or guaranteed mortgages. 
The FHLRanks were in compliance with this requirement as of December 31, 
1984 and 1983. 

The following 1s a summary of the Bank’s participation in consolidated 
obli8ntlons at December 31, 1.984 and 1983: 

December 31, 1984 
Bonds 

Range of Weighted average Amount 
coupon rates interest rates (in thousands) 

Years of Maturity 
19H5 H.lOO-15.000% 12.248% $ 481,000 
19H6 9.550-16.400 12.871 328,000 
1987 10.450-13.300 12.073 21s ,000 
1088 10.700-14.200 11.909 45,000 
19139 14.12%15.100 14.474 35,000 
1990-1993 10.700-11.700 10.978 125,000 

12.306 $ 1,229,ooo 

Discount notes 
(in thousands) 

Book value Par value 
Due within one year $ 659,421 $ 674,450 - 

(Continued) 
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FEDERAL HOME LOAN BANK OF PITTSBURGH 

Notes to Financfal Statements 

December 31. 1983 
Bonds 

Weighted average Range of Amount 
coupon rates interest rates ( in thousands) 

9.748-16.458% 
8.132-15.051 

10.300-16.440 
10.483-11.132 

14.232 
10.732-15.133 

13.031% $ 244,000 
12.994 221,000 
13.611 193,000 
10.668 35,000 
14.232 15,000 
11.744 160,000 

12.839 $ 868,000 

Discount notes 
(in thousands) 

Book value Par value 

Due WI thin one year $ 292,434 $ 299,100 

(8) Credit Available from the U. S. Treasury 

Section 11(i) of the Federal Home Loan Bank Act authorizes the Secretary of 
the Treasury, in his discretion, to extend credit to the FHLBanks 
aggregating not more than $4 billion, the terms, conditions, and inter- 
es t ra te to be determined by the Secretary of the Treasury. There were 
no outstanding borrowings from the U. S. Treasury during the two-year 
period ended December 3L, 1984. 

(9) Capital 

The capital stock of the Bank has a par value of $100 per share. Capital 
stock held by members in excess of their statutory requirement may be 
redeemed at par value by the Bank or sold to other Bank members at par 
value provided the resulting stock transfer is recorded on the books of 
the Rank. 

Retained earnings of the Bank consist of undivided profits, a legal re- 
serve, and a dividend stabilization reserve (DSR). The Bank must 
transfer 20% of its net income to the legal reserve semi-annually until 
the reserve equals the capital stock amount. Thereafter, 5% of the 
Bank’s net income must be allocated for this purpose. 

(Continued) 
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FEDERAL HOME LOAN BANK OF PITTSBURGH 

Notes to Financial Statements 

In 1983 and 1984, dividends were permitted only to the extent of current 
year’ a net income and the amount in the DSR and were authorized to be 
paid either annually or semi-annually. The FHLBanks were requested to 
set aside in the DSR for future years that portion of prepayment fee 
income which, if allocated on a pro rata basis over the maturity of the 
prepaid advances, would be allocated to future dividend periods. 
Dividends may be paid in the form of capital stock if authorized by the 
Board of Directors. 

(10) Employee Retirement Plan 

The Bank is a participant in the Financial Institutions Retirement Fund 
( FIRF) , and substantially all of its officers and employees are covered 
by the Plan. The Bank’s contributions are determined by FIRF and 
generally represent the normal cost of the Plan (unfunded prior service 
costs are not significant). Pension costs charged to other operating 
expenses were $198,000 in 1984 and $214,000 in 1983. The Banks’ polity 
is to fund pension costs as accrued. FIRF does not segregate the 
assets, liabilities, or costs by participating employer. According to 
the FIRF administrators, as of June 30, 1984, the date of the latest 
actuarial valuation, the book and market values of the fund assets 
exceeded the value of vested benefits in the aggregate. 

(11) Commitments 

Rental expensea of $189,000 in 1984 and 3157,000 in 1983 for premises and 
equipment has been charged to other operating expense. Future minimum 

I rentals as of December 31, 1984 are as follows: 

Premises 

1985 $ 90 (000 
1986 738,000 
1987 783,000 
1988 828,000 
1989 873,000 
1990-1995 5,277,OOO 

Total $ 8,589,OOO 

Equipment Total 

$ 40,000 $ 130,000 
7,000 745,000 
7,000 790,000 

828,000 
873,000 

5,277,OOO 

$ 54,000 $ 8,643,OOO 

(Continued) 
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FEDERAL HOME LOAN BANK OF PITTSBURGH 

Notes to Financial Statements 

The lease agreement for the Bank’s premises provides for increases in the 
basic rentals resulting from increased property taxes and maintenance 
expense. 

Commitments for advances to members totalled $110,175,000 at December 3L, 
1984 and $2,600,000 at December 31, 1983. 

(12) Contingencies 

As provided for in Sectfon 306(c) of the Federal Home Loan Mortgage 
Corporation Act, the Bank Board has provided for the guarantee by the 
FHLBanka of certain borrowings of the Mortgage Corporation from the 
FIlLBank of New York. Each of the FHLBanks participates in the guar- 
antee in proportion to its investments in the capital stock of the 
Mortgage Corporation (see note 6). At December 31, 1984 the FHLBanks 
have guaranteed $1,790,000,000 of the Mortgage Corporation’s borrowings 
from the FHLBank of New York in the form of pass-throughs of the 
proceeds of certain consolidated obligations. 

The Bank has issued two Standby Letters of Credit dated November 1984 for 
$8,750,000 with a termination date of January 1990 for the credit of a 
member institution for which the Bank is contingently liable. 
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El PEAT 

MARWICK 

Federal Home Loan Bank Board 
Washington, D.C.: 

We have examined the statements of condition of the Federal Home Loan Bank 
of Seattle as of December 31, 1984 and 1983 and the related statements of 
income, capital accounts, and changes in financial position for the years 
then ended. Our examinations were made in accordance with generally 
accepted auditing standards and the standards for financial compliance 
audits contained in the Standards for Audit of Governmental Organizations, 
Programs, Activities and Functions as promulgated by the Comptroller General 
of the United States and, accordingly, included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the aforementioned financial statements present fairly the 
financial position of the Federal Home Loan Bank of Seattle at December 31, 
1984 and 1983 and the results of its operations and the changes in its 
financial position for the years then ended, in conformity with generally 
accepted accounting principles applied on a consistent basis. 

February 15, 1985 
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FEDERAL HOME LOAN BANK OF SEATTLE 

Statements of Condition 

December 31.) 1984 and 1983 

(In thousands ) 

Assets 1984 1983 

Cash (note 2) $ 74,928 33,641 
Investments (note 3) 2,028,833 988,438 
Advancea to members (note 4) 5,966,038 5,538,326 
Loan8 to other Federal Home Loan Banks (note 5) 50,000 40,000 
Accrued interest receivable 77,117 58,400 
Furniture, equipment, and Leasehold improvements, net 1,322 985 
Investment in Federal Home Loan Mortgage Corporation 

(note 6) 5,850 5,850 
Concessions on consolidated obligations - bonds 5,819 5,986 
Deferred charges - Bank Board cost of quarters and 

other capital expenditures, net 1,281 1,354 
Other assets 103 77 

Total assets $ 8,211,291 6,673,057 

Liabilities and Capital 

Liabilities: 
Member deposits: 

Demand 643,550 163,591 
Overnight 480,741 445,618 
Time 188,285 293,600 

Total member deposits 1,312,576 902,809 

Borrowings from other Federal Home Loan Banks (note 7) 120,000 140,000 
Consolidated obligations (note 8): 

Bonds 4,425,903 4,161,797 
Discount notes 1,679,048 842,031 

Accrued interest payable 140,490 135,407 
Other liabilities (note 2) 24,960 20,385 

Total liabilities 7,702,977 6,202,429 

Capital (note 10): 
Capital stock, $LOO par value 399,803 378,615 
Retained earni.ngs: 

Legal reserve 76,011 61,851 
Dividend stabilization reserve 23,389 21,051 
Undivided profits 9,111 9,111 

Total retained earnings 108,511 92,013 

Total capital 508,314 470,628 

Ccxmnitments and contingencies (notes 8, 9, 12, 13 and 14) ~~ 
Total liabilities and capital $ 8,211,291 6,673,057 

The accompanying notes are an integral part of these financial statements. 

I,” 

Yage 72 GAO/AFMD-86-23 Federal Home Loan Hanks 



*- 

.li”” “ .  I .  . I  . I .  . . “ . - . I I  - . - . - . - -  _ I - ._ . . -_  _..__..______” ,__-- I ”  - - - .  ~ 

FEDERAL HOME LOAN BANK OF SEATTLE 

Statements of Income 

For the years ended December 31, 1984 and 1983 

(In thousands) 

1984 1983 

Income: 
Interest on advances to members 
Interest on loans to other FHLBanks 
Income from investments 
Interest from FHLMC debentures (note 6) 
Dividends from FHLMC stock (note 6) 
Income from prepayment penalties on advancee 

ta members 
Income from services to members 
Other income 

Total income 

Expenses : 
‘Interest and concessions on consolidated 

obligations 
Interest on deposits 
Interest on borrowings from other FHLBanks 
Other interest 
Bank Board assesaments 
FHLBanks’ Office of Finance assessments 
Other operating expenses 

Total expenses 

Net income 

$ 698,005 652,495 
9,161 2,029 

151,937 117,683 
224 224 

3,198 1,346 

3,137 18,006 
2,126 1,170 

14 8 ~ - 
867,802 792,961 

683,977 595,725 
90,538 103,216 
13,974 13,003 

1,050 131 
867 708 
294 311 

6,305 4,440 

797,005 717,534 

$ 70,797 75,427 

The accompanying notes are an integral part of these financial statements. 
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FEDERAL HOME LOAN BANK OF SEATTLE 

Statements of Capital Accounts 

For the years ended December 31, 1984 and 1983 

(In thousands) 

r 

Balance, January 1, 
1983 

Proceeds from sale of 
capital stock 

Redemption of capital 
etock 

Net income for 1983 
Statutory transfer 

(note 10) 
Tranlrfer to dividend 

stabilization 
reserve (note 10) 

Cash dividends on 
capital stock 
(13.12%) (note 10) 

Balance, December 31, 
1983 

Proceeds from sale of 
capital stock 

Redemption of capital 
stock 

Net income for 1984 
Statutory tranefer 

(note IO) 
Transfer to dividend 

stabilization 
retlerve (note 10) 

Cash dividends on 
capital stock 
(14.01%) (note 10) 

Balance, December 31, 
1984 

_ Capital stock 

Shares 

3,638 

335 

(187) 

3,786 

425 

(213) 

3,998 

Retained earnings 
Dividend 

Par Legal 
value reserve 

$ 363,796 46,766 

33,494 

(18,675) - 

15,085 

378,615 61,851 

42,517 

(21,329) - 

14,160 

$ 399,803 76,011 

stabiliza- 
tion 

reserve 

8,704 

12,347 

21,051 

2,338 

23,389 

The accompanying note8 are an integral part of these financial statements. 

Undivided 
profits 

9,111 

75,427 

(15,085) 

(12,347) 

(47,995) 

9,111 

70,197 

(14,160) 

(2,338) 

(54,299) 

9,111 

Page 74 GAO/AFMD-W23 Federal Home Loan Hanks 



__ .._ . .._ ._... . .._ ._.. -.. _.__... --. ._.. - ..-- ---.-.-..---.-__------ . ..- .---- - -..-.- ____--_- 
Smll.tlr~ 

FEDERAL HOME LOAN BANK OF SEATTLE 

Statements of Changes in Financial Position 

For the years ended December 31, 1984 and 1983 

(In thousands) 

Financial resources were provided from: 
Operations: 

Net income 
Noncash charges to income: 

Depreciation and amortization of furniture, 
equipment and leasehold improvements 

Amortization of concessions on consolidated 
obligations - bonds 

Amortization of discount on consolidated 
obligations - discount notes 

Amortization of deferred net loss from hedging 
transactions - consolidated obligations 

Amortization of deferred charges - Bank Board 
cost of quarters 

Total from operations 

Net proceeds from issuance of consolidated 
obligations: 

Bonds, net of deferred losses on hedging trans. 
act ions 

Discount notes 
Advances repaid 
Proceeds from sale of capital stock 
Net increase (decrease) in members’ deposits 
Increase in accrued interest payable 
Increase in other liabilities 

1984 1983 

$ 70,797 75,427 

321 

1,825 

148,696 

606 

73 

222,318 

1,066,842 1,278,592 
3,841,081 1, 116,544 
3,394,337 3,842,943 

42,517 33,494 
409,767 (sto,aai) 

5,083 17,341 
4,575 13,080 

$ 8,986,520 5,959,712 
-- 

Financial resources were used for: 
Payments on maturing consolidated obligations: 

Bonds 

Discount notes 
Advances made 
Increase in loans to other Federal Home Loan Banks 
Decrease (increase) in borrowings from FHLBanks 
Kedemption of capital stock 
Cash dividends paid on capital stock 
Net additions to furniture, equipment and 

leasehold improvements 
Net increase (decrease) in investments 
Increase (decrease) in accrued interest 

receivable 
Increase (decrease) in other assets 
Increase (decrease) in cash 

805,000 731,000 
3,152,760 2,203,440 
3,822,049 3,472,918 

10,000 40,000 
20,000 (140,000) 
21,329 18,675 
54,299 47,995 

658 400 
1,040,395 (403,702) 

18,717 
26 

41,287 

$ 8,986,520 

(4,074) 
(361) 

(6,579) 

5,959,712 

200 

1,764 

90,331 

804 

73 

168,599 

The accompanying notes are an integral part of these financial statements. 
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FEDERAL HOME LOAN BANK OF SEATTLE 

Notes to Financial Statements 

December 31, 1984 and 1983 

Or&ani.zation and Related &cies .I -- ~-- - 
The Federal Home Loan Bank of Seattle (the Bank), a Federally chartered 

corporation exempt from income taxes, is one of twelve District Federal 
Home Loan Banks (FHLBanks) which, together with their member institutions, 
compri.se the FHLBank System. The FHLBank System is designed to promote 
home ownership through the extension of credit to savings and home finan- 
cing institutions. Member institutions include all Federally chartered 
savings and loan associations, all Federally chartered savings banks, and 
all institutions insured by the Federal Savings and Loan Insurance Corpora- 
tion (FSLIC). Membership is also available to qualifying institutions, 
such as stote chartered, non-FSLIC insured savings associations and savings 
banks. 

The FHLBanks are instrumentalities of the Federal government; they are owned 
by, and serve as central credit banks for, member institutions. A princi- 
pal source of funds for the FHLBanks is sales to the public of debt instru- 
mento (consolidated obligations) which are the joint and several obliga- 
tions of all FIlLBanks. Other funds are provided by issuance of capital 
stock, all owned by the FHLBanks’ members, and member deposits. 

The FHLBank System is governed and regulated by the Federal Home Loan Bank 
Hoard (Bank Board), an independent Federal agency in the executive branch 
0E the government. The Bank Board is the chartering and regulatory author- 
ity for Federal savings and loan associations and Federal savings banks. 
The Bank Board governs the Federal Home Loan Mortgage Corporation (Mortgage 
Corporation) which is a secondary mortgage market facility. The principal 
function of the Mortgage Corporation is to promote the flow of capital into 
the housing markets by establishing an active secondary market in residen- 
t i.al mortgages. Further, the Bank Board also governs the FSLIC which 
insures the accounts of savers in Federally insured savings and Loan asso- 
ciations and Federal. savings banks. Bank Board expenses are met through 
assessments to the FHLBanks and the FSLIC and assessments to member insti- 
tutions for examinations. 

(I 1 Summary of Signif icant Accounting Policies ---- .___..--- 

The more significant accounting policies not described elsewhere in the notes 
to the financial statements are as follows: 

Lnvcstments -“.-_----. 
Investment securities are carried at cost, adjusted for amortization of pre- 

miums and accretion of discounts. Gains and losses on sales of securities 
RT,’ included in income from investments. 

(Continued) 
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FEDEBAL HOME LOAN BANK OF SEATTLE 

Notes to Financial Statements 

Advances to Federal Home Loan Mortgage Corporation _(_--_-. “11 .“” -- 
Proceeds from certain consolidated obligations have been advanced to the 

Mortgage Corporati.on at the same intereat rates and maturities as the 
related consolidated obligations. The Mortgage Corporation is effectively 
reimbursing the Bank for the interest; accordingly, the advances, related 
consolidated obligations, interest expense, and interest income are not 
reflected in the accampanying financial statements. 

Furniture, Equipment and Leasehold Improvements _-. 
These assets are stated at cost less accumulated depreciation and amortiza- 

tion of $1,470,338 and $1,164,212 at December 31, 1984 and 1983, respec- 
tively. Depreciation and amortization are computed on the straight-line 
method over the estimated useful lives of the property or for leasehold 
improvements over the estimated useful life of the improvement or the 
remaining term of the lease, whichever is shorter. 

Improvements and major renewals are capitalized. Ordinary maintenance and 
repairs are expensed as incurred. Gains and losses on disposals are 
included in other income. 

Federal Home Loan Bank Board Assessments 

‘The Bank expenaea i.ts pro rata share of the Bank Board assessment for opera- 
ting expenses during the year the assessment is levied. 

The Bank Board also assesses the Bank for i.ts portion of the cost of capital 
expenditures for bui Iding, equipment and furnishings for the Bank Board’s 
building. Payments against these assessments are treated as a deferred 
charge and amortization is computed using the straight-line method over a 
twenty-five year period for the building and over a five-year period for 
equi.pment and furnishings. 

FHI.Bankw ’ Office of Finance Assessments ..----_-- _-L- -- 
The FHLSanks’ Dffice of Finance manages the Consolidated Securities Fund, the 

sale of consoli.dated obligations and certain accounting functions for the 
twelve FHLBenks as a group. Assessments for the Office’s operating costs 
are charged directly to expense when billed. 

Concessions on Consolidated Obli.gations _-i----*- 
The amounts allowed dealers in connection with the sale of consolidated obli- 

gation bonds are deferred and amortized on the straight-line method to the 
maturity of the obligations. ltowever, the amounts applicable to the sale 
of consolidated obligation discount notes are charged directly to expense 
as incurred because of the notes’ short-term maturities. 

(Continued) 
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FEDERAL HOME LOAN BANK OF SEATTLE 

Notes to Financial Statements 

Discounts on Consolidated Obligations - Discount Notes 

The discounts on consolidated obligations - discount notes are amortized to 
expense on the straight-line method to the maturity of the related notes. 

Nedging 

The Bank is engaged in an asset/liability management program that permits the 
use of hedges in the cash and financial futures markets. Gains and losses 
on hedge transactions are deferred and amortized using the straight-line 
method over the term to maturity of the related hedged assets or liabil- 
ities. Deferred gains and losses are included as an adjustment of the 
carrying value of hedged assets or liabilities. 

Unearned Casmitment and Service Fees_ 

Advance commitment fees are initially set up as a deferred credit when 
received. Nonrefundable fees of less than $5,000 are recognized as income 
immediately, and fees of $5,000 or more are amortized to income over the 
period of the commitment on the straight-line basis. Refundable fees are 
deferred until the commitment expires or the advance is made. 

Reclassifications 

Certain reclassifications have been made in the 1983 financial statements to 
conform to the presentation in 1984. 

(2) Cash Balances 

Compensating Balances 

The Bank haa agreed to maintain average collected cash balances with various 
commercial banks in consideration for certain services. There are no legal 
restrictions under these agreements as to the withdrawal of funds. The 
average compensating balances were approximately $200,000 and $250,000 for 
the years ended December 31, 1984 and 1983, respectively. 

In addition, the Bank maintained average collected balances with various 
Federal Reserve Banks and branches of approximately $350,000 and $500,000 
for the years ended December 31, 1984 and 1983, respectively. These aver- 
age balances are required cleari.ng balances and may not be withdrawn; how- 
ever, earnings credits on these balances may be used to pay for services 
received from the Federal Reserve. 

Pass-Through Deposit Reeerves 

The Depository Institutions Deregulation and Monetary Control Act of 1980 
authorizes FHLBanks to act as pass through correspondent for member insti- 
tutione required to deposit reserves with the Federal Reserve. The amount 
shown as cash includes pass-through reserves deposited with Federal Reserve 
offices of $24,263,785 and $20,261,000 as of December 31, 1984 and 1983, 
respectively. Member deposit reserves are included under other liabil- 
ities. 

(Continued) 
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FEDERAL HOME LOAN BANK OF SEATTLE 

Notes to Financial Statements 

(31 Investments 

Investmenta at December 3 1 were aa follows: 

U.S. Treasury obligations 
Federal funds sold 
Bankers ’ acceptances 
Option to purchase U.S. 

Treaeury obligation 
Certificates of deposit - 

domaatic 
Certificates of deposit - 

Eurodollars 
Participation in the 

FlitBanks’ Consolidated 
Securities Fund 

1984 1983 
Book Market Book Market 

value value value 

( In thousands) 

8 118,466 120,224 29,805 
1,369,OOO 1,369,OOO 590,000 

57,038 

462 462 

4,999 

128,110 128,363 64,996 

412,795 410,536 241,600 

$ 2,028,833 2,028,585 988,438 

value 

29,803 
590,000 

57,038 

5,006 

64,993 

239,574 

986,414 
-- 

The FHLBanka’ Coneolidated Securities Fund (Fund) waa established by the Bank 
Board to offer a centralized portfolio management system for securities 
owned by FHLBanka. The Fund is managed by the FHLBanks Office of Finance 
and investa primarily in short-term money market instruments. 

(4) Advances to Members 

At December 31, 1984 and 1983, the Bank had advances outstanding to members 
at interest ratea ranging from 7.875% to 15.875% and from 7.500% to 
15.875X, respectively, ae summarized below: 

December 31, 1984 
Weighted 

Amount average 
Year of maturity (in thousands) interest rate 

1985 $ 2,114,941 11.26% 
1986 942,542 11.89 
1987 668,580 11.75 
1988 559,108 11.79 
1989 383,968 13.08 

1990-1995 1,296,899 13.05 

$ 5,966,038 11.97% 

(Continued) 
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FEDERAL HOME LOAN BANE OF SEATTLE 

Notes to Financial Statements 

Year of maturity, 

December 31, 1983 
Weighted 

Amount average 
(in thousands) interest rate 

1984 

1985 

1986 

1987 
1988 

1989-1994 

$ 2,114,837 10.47% 

503,829 11.63 

434,793 11.97 
515,060 11.60 
517,157 11.73 

1,452,650 13.10 

$ 5,5X3,326 11.61% 
-- 

Outstanding advances aggregating $5,953,592,090 at December 31, 1984 and 
$5,535,411,000 at December 31, 1983, respectively, were collateralized by 
pledged investment securities, first mortgage loans and FHLBank deposits 
and property which is acceptable to the Banks. The capital stock of the 
Bank owned by borrowing members is also pledged as additional collateral 
for outstanding advances. Bank System regulations permit a borrowing 
member to physically retain mortgage collateral assigned to the Bank, and 
in such circumatancea, the member executes a written security agreement and 
agreea to hold such collateral for the benefit and subject to the direction 
and control of the Bank. The Bank may, however, require a borrowing member 
to place physical possession of such collateral with the Bank or its safe- 
keeping agent. 

The Bank participates in the Community Investment Fund, a five-year advances 

program initiated in June of 1978. The program provides funds to members 
meeting eligibility criteria for active involvement in preserving and revi- 
talizing older communities. As of December 31, 1984 advances to members of 
$24,199,700 were outstanding under this program with an average original 
maturity of one to two years at rates ranging from 9.60% to 15.10%. These 
rates were l/2 of 1% below the estimated cost of issuing consolidated obli- 
gations of comparable maturities at the time the commitments to advance 
funds were made. The net interest cost of this program amounted to 
approximately $250,000 for 1984 and $400,000 for 1983. 

(Continued) 
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FEDERAL HOME LOAN BANK OF SEATTLE 

Notes to Financial Statements 

(5) Loans to Other Federal Home Loan Banks 

Following is a summsry of loans, in thousands, made to other Federa 
Loan Banks at December 31, 1984 and 1983: 

1 Home 

1984 1983 
fiiGFTr Principal Lnteres t Maturity Principal Interest 

date 8SlOUnt rate date amount rate 

1986 $ 30,000 11.01% 1984 $ 10,000 10.30% 
1987 20,000 11.26 1986 30,000 11.01 

$ 50,000 $ 40,000 
~_ .- 

(6) investment in Federal Home Loan Mortgage Corporation 

The investment in the Mortgage Corporation is stated at cost and consists of 
3,900 shares of nonvoting common stock, par value $1,000, redeemable at par 
value (common stock) and a $1,950,000 subordinated capital debenture, due 
June 20, 1987. The Bank received cash dividends of $3,198,000 in 1984 and 
$1,345,500 in 1983. 

The subordinated capital debenture issued on June 20, 1980, bears interest at 
11*50X, payable semiannually; may not be sold, transferred, exchanged or 
pledged without the express written consent of the Mortgage Corporation; is 
subordinated in right of payment to the prior payment in full of all other 
obligationa and indebtedness of the Mortgage Corporation; and may be 
redeemed in whole or in part on or after June 20, 1985 at specified redemp- 
tion prices at the option of the Mortgage Corporation. Interest of 
$224,250 wae earned on the debenture for the years ended December 31, 1984 
and 1983. 

On December 6, 1984, the Mortgage Corporation created a new class of partici- 
pating preferred stock (preferred stock) and authorized the distribution of 
such preferred stock to the twelve district banks of the Federal Hwe Loan 
Bank System and by those district banks to their member institutions that 
were stockholders of record a8 of December 31, 1984. The Federal Home Loan 
Bsnk of Seattle received and distributed to its member institutions 585,000 
shares of such preferred stock of the Mortgage Corporation. 

The Mortgage Corporation resolution that authorized the distribution of the 
preferred stock required that such preferred stock be distributed to the 
member insti.tutions as a condition of the district bank’s receipt of the 
stock. Because the district banks did not have the benefits of ownership 
of the preferred stock at any time, such stock has not been recorded as an 
asset or income of the bank, or as a dividend of such stock to the member 
institutions. 

(Continued) 
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FEDERAL HOME LOAN BANE OF SEATTLE 

Note8 to Financial Statements 

(7) 

In any future calendar year, unless and until dividends on the preferred 
stock in the aggregate amount of $10 million have been declared and paid or 
set apart for payment, no dividends may be declared or paid or set apart 
for payment on the common stock of the Mortgage Corporation. Thereafter in 
8uch yea*, holders of outstanding preferred stock will be entitled to 
receive in the aggregate $90 in dividends for every $10 in dividends paid 
on the common stock in the aggregate. 

Borrowinga from Other Federal Home Loan Banks 

Following is a summary of loans, in thousands, from other Federal Home Loan 
Banka at December 31: 

1984 1983 
Maturity Principal Interest Maturity Principal Interest 

date - amount rate date amount rate 

1987 $ 20,000 
1987 50,000 
1987 50,000 

$ 120,000 

(0) Consolidated Obligations 

11.57% 1984 $ 40,000 9.35% 
10.45 1987 50,000 10.45 
10.46 1987 50,000 10.46 

$ 140,000 

The outstanding consolidated obligations of the FHLBanks (see “Organization 
and Related Agencies” above), including the pass-through6 to the Mortgage 
Corporation (see note 131, were $67,257,265,000 and $53,498,979,000 at 
December 31, 1984 and 1983, respectively. Regulations require the FHLBanks 
to maintain in the aggregate, unpledged qualifying assets in an amount 
equal to the consolidated obligations outstanding, “Qualifying assets” are 
defined aa cash, obligatione of or fully guaranteed by the United States, 
collateralized advances, and Federally insured or guaranteed mortgages. 
The FHLBanks were in compliance with this requirement at December 31, 1984 
and 1983. 

(Continued) 
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FEDERAL HOME LOAN BANK OF SEATTLE 

Notes to Financial Statements 

The following ie a swmnary of the Bank’s participation i.n consolidated obli- 
gations at December 31 (in thousands): 

December 31, 1984 
Bonds .- 

Year of Range of Weighted average 
maturity coupon rates interest rate Outstanding 

1985 8.125-15.00% 13.06% $ 673,000 

1986 9.55-16.40 12.90 849,000 

1987 7.00-13.30 11.02 775,000 

1988 10.15-14.20 11.78 547,000 

1989 11.375-15.10 14.24 488,000 

1990-1997 10.70-13.20 11.40 1,095,000 

4,427,OOO 

Leas deferred net lose from hedging transactions 1,097 

$ 4,425,903 

Discount notes 
Book value Par value 

Due within one year $ 1,679,048 1,743,400 
~- 

Year of 
maturity 

December 31, 1983 
Bonds 

Range of Weighted average 
coupon rates interest rate Outstanding 

1984 11.83 - 13.35% 12.52% $ 805,000 

1985 12.57 - 13.80 13.24 573,000 

1986 13.25 - 13.30 13.28 374,000 

1987 10.15 - 10.28 10.22 475,000 

1988 10.27 - 13.05 11.83 522,000 

1989-1993 10.80 - 14.33 12.13 1,418,OOO 

4,167,OOO 
Leas deferred net lose from hedging transactions 5,203 

$ 4,161,797 

Due within one year 

Discount notes 
Book value Par value 

$ 842,031 858,000 

(Continued) 
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FEDERAL HOME LOAN BANE OF SEATTLE 

Notes to Financial Statements 

(9) Credit Available from the 1J.S. Treasury 

Section 11(i) of the Federal Home Loan Bank Act authorizes the Secretary of 
the Treasury, in his discretion, to extend credit aggregating not more than 
$4 billion to the FHLBanks; the terms, conditions and interest rate to 
be determined by the Secretary of the Treasury. There were no outstanding 
borrowings from the U.S. Treasury during the two-year period ended 
December 31, 1984. 

(10) Capital 

The capital stock of the Bank has a par value of $100 par share. Capital 
stock held by members in excess of their statutory requirement may be 
redeemed at par value by the Bank or sold to other Bank members at par 
value provided the resulting stock transfer is recorded on the books of the 
Bank. 

Retained earni.ngs of the Bank consist of undivided profits, a legal reserve 
and a dividend stabilization reserve (DSR). The Bank must transfer 20% of 
its net income to the legal reserve semiannually until the reserve equals 
the capital stock amount. Thereafter, 5% of the Bank’s net income must be 
allocated for this purpose. 

In 1984 and 1983 dividends were permitted only to the extent of current 
year’s net income, after the statutory transfer, and any allowed transfer 
from the DSR, and were authorized to be paid either annually or semi- 
annually. In addition, the Bank Roard required that the Bank retain in the 
dividend stabilizat,ion reserve that portion of income from prepayment 
penalties which, if allocated on a pro rata basis over the maturity of the 
advances prepaid, would be allocated to future dividend periods. Dividends 
may be paid in the Eorm of capital stock if authorized by the Board of 
Directors. 

(11) Employee Retirement Plan -- 
The Bank i s a partici.pant in the Financial Institutions Retirement Fund 

(FIRF) and substantially all of its officers and employees are covered by 
the retirement plan (Plan). The Bank’s contributions are determined by 
FIRF and generally represent the normal cost of the Plan (unfunded prior 
service costs are not significant). Pension costs charged to other oper- 
ating expenses were $126,380 in 1984 and $122,000 in 1983. The Bank’s 
policy is to fund pension costs as accrued. FIRF does not segregate the 
assets, liabilities, or costs by participating employer. As a result, 
disclosure of accumulated vested and non-vested benefits and net assets 
available for benefits as required by FASB 36 cannot be made. According to 
the FIRF administrators, as of June 30, 1984, the date of the latest nctu- 
aria1 valuation, the book and market values of the fund assets exceeded the 
value of vested benefits in the aggregate. 

(Continued) 
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FEDERAL HOME LOAN BANK OF SEATTLE 

Notes to Financial Statements 

(12) Ccznmitments .~-- 
Camnitments for Idvances to members totaled $255,600,000 at December 31, 1984 

and $33,783,410 at December 31, 1983. 

Outstanding standby letters of credit totalled $40,001,000 at December 31, 
1984. 

(13) tnterest Sx ---- 
An intereat rate swap ia a contractual intereat exchange agreement in which, 

for a predetermined peri.od, one party agrees to make periodic fixed 
interest rate payments to another party in return for receiving variable 
interert rate payments. At December 31, 1984, the Bank had outstanding 
$422,000,000 i.n underlying notional principal of interest rate swap agree- 
ments. The net interest expense amounted to $1,766,203 for 1984. 

(14) Cant-ci.es .- -~ 
An provided by Section 306(c) of the Federal Home Loan Mortgage Corporation 

Act, the Bank Board has provided for the guarantee by the FHLBanks of 
certain borrowings of the Mortgage Corporation from the FHLBank of 
New York. Each of the FALBanks participates in the guarantee in proportion 
to its investment in the common stock of the Mortgage Corporation (see 
note 6). At December 31, 1984, the FHLBanks have guaranteed $1,790,000 of 
the Mortgage Corporation’s borrowings from the FHLBank of New York in the 
form of pass-througha of the proceeds of certain consolidated obligations. 
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Suite 1800 
100 Peachtree Street 
Atlanta. Georqa 30303 
(404) 656-l 501) 
TWX 810.751-3131 

AUDITORS' REPORT 

Federal Home Loan Bank of Atlanta: 

We have examined the statements of condition of the Federal 
Home Loan Bank of Atlanta as of December 31, 1984 and 1983 
and the related statements of income, capital accounts, and 
changes in financial position for the years then ended. Our 
examinations were made in accordance with generally accepted 
auditing standards and the standards for financial and 
compliance audits contained in the Standards for Audit of 
Governmental Organizations, 
lFunctions as promulgated b 

y 
GeneralTf the 

united States and, accordingly, included z:ch tests of the 
accounting records and such-other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, such financial statements present fairly the 
financial position of the Bank at December 31, 1984 and 1983 
and the results of its operations and the changes in its 
financial position for the years then ended, in conformity 
with generally accepted accounting principles applied on a 
consistent ba6i.s. 

January 2.5, 198.5 
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Atlanta 

STA’I’EMWE OF GXJDITION 

Uecemlx~ 31, 1984 and 1983 

I 
Cash 
Investments 
Advances to msinbers 
Advances tn another Federal Hare Loan Bank 
Accrued interest receivable 
Furni t we, equipnt , and leasehold 

Iqmmmmts - net 
Investmnt in Federal Home Ioan Mortgage 

(brporat ion 
Crmcessions on consol iclated oh1 igation bonds 
k?ferred charges ” Rank Board cost of quarters 

and other capital expenditures 
Ot her 

VEAL, 

I.lAHlI.Il’IB; AND CAI’I’I’AI. 

I,IAHII,J1’IF~S: 
l-kmherfl ’ drpon i t:fi : 

Ikmml 
Overnight. 
Term 

lbtal deposita 

Secwri t. iew sold under agreerrmts to repurchase 
Consol idated obligations : 

D$iwunt notes 

Accrued interest payable 
0 Iv f den& payirbl e 
0rht:r 

Total liabilities 

4, 14, 15 

IWI’IRI~: 
Gpltitl stock 
Retained earnings: 

lq,A 1 reserve 
Dividend stabilization reserve 
Undivided profits 

12 
991,612 924,31.2 

166,282 140,159 
9,505 26,618 

16,600 16,600 

Total retained earnings 192,387 183,377 

Total capital 1,183,999 1,107,689 

lrYrAl1 $12,112,567 $8,480,616 

Sect Notes tn Financial Statements. 

NUES 

i 
4 
5 

6 

7 

8 

9 
10 

2 

1984 1983 
(in thousand 

$ 32,131 
2,013,255 
9,946,641 

75,000 
7,673 

$ 8,908 
1,178,403 
7 ,?54,769 

3,413 

2,130 

21,300 
4,094 

5 ,390 
2,209 

$8,480,616 

1,894 

21 ,300 
5,351 

5,107 
4,215 

$12,112,567 

s 892 
2,899,641 

189,610 

3,090,143 

137,126 

2,053,372 
5,410,107 

148,1.66 
68,868 

I 20,786 

10,928,568 

$ 2,151 
1,650,ROl 

1.91) 834 

1,844,786 

35,326 

1,259,917 
4,043,OOO 

1.23,126 
50,955 
15,817 

7,372,927 

Page H7 GAO/AIMlN3623 Federal Home ban Banks 
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FlinmALHone~BAHKoFA~ 

STATEMZNTS OF INCOME 

For the years ended December 31, 1984 and 1983 

NOTES 1984 1983 
(in thousatir 

INUME: 
Income frm advances to members : 

Interest and fees 
Prepaymmt penalties 

Incane from investments 
Dividend on Federal Hme Loan Mortgage 

Corporation stock 
Interest on Federal Hune I&an Mortgage 

(;orporat ion debenture 
Interest on advances to other Federal 

Hme Ioan Banks 
Xncme from services to members 
Other 

Total 

EXPENSE : 
Interest and concessions on consolidated 

obligations 
Interest on deposits 
Other interest 
Assessments: 
’ Bank Board 
( Federal Home Ioan Banks ’ Off ice of: 

Finance 
Pub1 icat ions 

Amrtizstion of deferred charges - Bank 
Board cost of quarters 

Other operating, expense 

Total 

NET INCCPlE 

See Notes to Financial Statements. 

$ 962,745 $ 842,516 
3,446 20,251 

168,229 182,789 

7 11,644 4,899 

7 816 816 

9,487 
6,232 4,728 

166 108 

1,162,765 1,056,107 

763,351 685,337 
247,584 248,193 

5,698 3,775 

1. ,741 1,711 

561 605 
26 

283 285 
13, 14 12,905 10,881 

1,032,149 950,787 

$ 130,616 $ 105,324 

,. .,..” “11 II “““.. “_..I~.I_..- ___-_- “_.I -~ 
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STAlTEHEITS OF CAPTTAL ACCOUNTS 

For the years ended December 31, 1984 and 1983 

Capital Stock Retained Earnings 
Dividend 

BAINCE, December 31., 1982 

Proceeds frm sale of 
capital stock 

Redemption of capital stock 
Nek incane 
St)stutory transfer (Note 12) 
Dividends on ca 

stock (11.46% f 
i tal 

(Note 12) 

HALANCE, December 31, 1.983 

Proceeds frum sale of 
capital. stock 

Redemption of capital stock 
Net income 
Statutory transfer (Note 12) 
Dividemds on capital 

stock (12.50%) (Note 1.2) 

BAI+CE, December 31, 1984 

Shares 

9,186 

436 
(379) 

9,243 

See iNotes to Financial Statemnts. 

Par Legal Stabilization Undivided 
Value Reserve Reserve 
-‘(in-?-IiYusands) 

J?rof its 

$918,554 $119,095 $47,247 $ 16,600 

43,615 
(37,857) 

924,312 

105,320 
21,064 (21,064) 

(20,629) (84,256) 

140,159 26,618 16,600 

1.30,616 
26,123 (26,123) 

(17,113) (104,493) 

976 97,606 
(303) (30,306) 

9,916 $991,612 $166,282 $ 9,505 $ 16,600 

J 

Page 89 GAO/AFMD-86-23 Federal Home Loan Hanks 



FtDlBALHCMZLiMNBAtXOFA~~ 

STATEMENTS OF CHANGES IN FINANCIAL POSITION 

For the years ended December 31, 1984 and 1983 

1984 1983 
(in thousanm 

FTNANCIAI, KESOlJRCES !+‘ERE E’ROVTJXB BY: 
Operdt icm : 

Net income 
Noncash charges to income: 

&nort izet ion of discount on consolidated 
obl igat ion discount notes 

Amort izat. ion of concessions on consol idated 
oh1 igal ion bonds 

$ 130,616 $ 1.05,320 

Arm-t ization of deferred losses - hedging 
act ivit ies 

67,937 24,920 

2,239 2,364 

589 7 
Depreciation and amrt ization of 

furniture, equilxnent, and lease- 
hold improvement R 

Aaorti7at ion of deferred charges - Rank 
Hoard cofit of quarters 

57% 

Total 

283 

202,256 

465 

285 

133.361 

Net lmx:eeds frtm issuance of consolidated 
obligations : 
I) i scount not es 
Bonds, including deferred Josses from 

hedging activities 
Advances repaid 
Increase (decrease) in members’ deposits 
Increase in fiecurities sold under agreements 

to repurchase 

5,484,648 1 ,9%0,237 

2,753,540 438,983 
3,485,306 3,938,927 
1,245,357 (910,632) 

I+oceeds from sale of capital stock 
Increase (decrease) in accrued interest payable 
Incrcasc in dividends payable 
lncrcasc in other 1 iahil ities 

101 ,800 
97,606 
25.040 
17;913 
4,969 

35,326 
43,615 

(35,312) 
4,763 

11,154 

TUTAl, $13,418,435 $5,5RO,422 

FINANC I Al, KIEKIUH(:E:S WERE mm FYlK : 
Advances nwie, including deferred losses from 

hedging activities 
Payments on maturing consolidated obligations: 

Discount notes 
Hondfi 

$ 6,177,700 $2,483,696 

Tnrrease (decrease) in investments 
Dividends on capital stock 
Advances to another Federal Hcxne Inan Rank 
Redemption of capital stock 
Increase in cash 

4,759,150 
1,390,OOO 

834,852 
121,606 
75,000 
30,306 

Increase (decrease) in accrued interest receivable 
Increase in other assets 
Net additions to furniture, equipment, and 

leasehold improvements 

23;223 
4,260 
2,006 

37,857 
305 

(5,264) 
1,630 

332 1,633 

TYIAI, $13,41.8,435 $5,580,422 

See Notes to F’inancial Statements. 
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NOTES 1’0 F’INANCTAL STATEMIZIS 

For the years ended December 31, 19R4 and 1983 

The Federal 14~ Loan Bank of Atlanta (the Bank) is the credit reserve 
hsnk for savings institutions in Alabama, the District of Columbia, Florida, 
Ceorgi a, Maryland, North Carol ina, South Carolina, and Virginia that are 
members of the Federal IIcme loan Bank System (the System). Created by an Act 
of Congress in 1932, the Bank is one of twelve Federal Home Loan Banks 
(FIlLRanks) organized under the authority of the Federal Home Loan Bank Board 
(Rank Board) to serve member savings and loan associations, savings banks, and 
other eligible financial institutions located in the various F’HLBank 
districts. 

The basic purpose of the Bank is to provide a supplementary source of 
credit to assist its members in meting their liquidity needs including the 
eland for hane mortgage loans. To obtain the necessary funds, the Bank 
depends primarily on borrowing frm the public by selling bonds and notes in 
participstion with the other FHIBanks. The resulting debt instruak?nts are 
referred to as consolidated obligations, since the twelve FHLBanks are jointly 
liable for their repayment. Other funds are provided by issues of capital 
stoCk, all of which is owned by the Bank’s raembers, and by members’ deposits. 

The Bank Board, the governing body of the System, is an independent 
federal agency in the executive branch of the Govemnt. It regulates the 
IWLHanks, churters federal savings and loan associations and federal savings 
banks, and regulates and supervises these and other members of the System. 
The Bank Board also governs the Federal Savings and Loan Insurance Corporation 
(F’SIJC:), which insures the accounts of savers in federally insured member 
institutions, and the Federal H~XW Loan Mortgage Corporation (I%ortgage 
Corporation), which is a secondary mortgage market institution. The non- 
voting ccmn stock of the Mortgage Corporation is owned by the FHLBanks, and 
the participating preferred stock is owned by the member institutions of the 
SystEm. Bank Board costs and expenses are met by assessments to the FHLBanks 
and the FSLTC and by fees charged to member institutions for examinations. 

1. S.Pt#iRY OF SIGNIF’IMN’I ACCOUNTING POLICIES 

Inveatmznts - Investment securities are carried at cost, adjusted for 
amnrtizatlon of prernim and accretion of discounts. Gains and losses on 
sales of investments are included in income from investments. 

Furniture, Equipment, and Leasehold Improvements - Furniture, 
and leasehold improveraents are stated at cost less accmlated 

equipment, 

depreciation andasortization. Depreciation and amortization are 
canputed using the straight-line method over the estimated useful lives 
of the assets or, for leasehold improvements, over the estimated useful 
life of the improveraent or the remaining term of the lease, whichever is 
shorter. 

Page 9 1 GAO/AFMD-86-23 Frderal Home Loan Han kn 
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E’EDERAI., IIOME LOAN HANK OF ATLANTA 
Notes to Financial Statemnts, continued. “. 

Iolprovements and major renewals are capitalized; ordinary maintenance and 
repaira are expensed as incurred. Gains and losses on disposals are 
included in other incaw. 

Concessions on Consolidated Obligations - The amounts paid dealers in -- 
connection with the sale of consolidated obligation bonds are deferred 
and ‘amortized using the straight-line method to the maturity of the 
obligations; however, the amounts applicable to the sale of consolidated 
obligation discount notes are charged directly to expense as incurred 
because of their short-term maturites. 

I *I 

Discount on Consolidated Obligation Discount Notes - The discount on 
consolidated obligation discount notes is amortized to expense using the 
straight-line method to the maturity of the related notes. 

Federal Hame toan Rank Board Assessments - The Rank charges to expense 
its pro rata share of the Rank Board assessment for operating 
expenditures during the year in which the assessment is levied. 

The Hank Board has assessed the Bank for its portion of the cost of the 
Hank Eoard’s office building in Washington, D.C. Payments are treated as 
deferred charges, and amortization is canputed using the straight-line 
method for a period of twenty-five years. 

Hedging - The Hank is engaged in an asset and liability management 
program that involves the use of hedges in the cash market. Gains and 
losses on hedge transactions are deferred as adjustments to the carrying 
value of the hedged assets or liabilities and amortized as adjustments to 
the yield or cost to maturity using the level yield method. 

2. CASH HAIANCES 

Cwnsat ing balances - The Hank has agreed to maintain average collected 
cash balances with two conmercial banks in consideration for various 
services. There are no legal restrictions under these agreements as to 
the withdrawal of funds. The average compensating balances were 
approximately $6,880,000 for the year ended December 31, 1984, and 
$7,300,000 for the year ended December 31., 1983. 

In addition, the Hank maintained average collected balances with various 
Federal Reserve Hanks and branches of approximately $3,286,000 for the 
years ended December 31 , 1.984 and 1983. These average balances are 
required clearing balances and may not be withdrawn; however, earnings 
credits on these balances may be used to pay for services received from 
the Federal Reserve. 

-.-- ..“.““.” _l. ,._.._. ._ _.-_- ..__ ---__ - --.- 
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I3IERA.1, HOPE I@,N RANK OF ATIANTA 
Notes t.o Financial Statements, continued.. . 

Pass-‘Ihrough Deposit Reserves - The Depository Institutions Deregulation 
-980 authorizes the Rank to act as a pass- 
through correspondent for member institutions required to deposit 
reserves with the Federal Reserve. The aggregate of members’ pass- 
through reserve requirements was $19,934,000 and S14,704,000 as of 
December 31, 1984 and 1983, respectively. The amounts on deposit at 
Federal Reserve Ranks are included in cash, and member reserve balances 
sre included in other liabilities. 

3. IMs?rn 

Investments at December 31, 1984 and 1983, were as follows: 

Carrying Market 
Value Value 

‘(inhousr- 

December 31, 1984: 
II. S. Treasury obligationa 
Federal funds sold 
Term federal funds sold 
Participation in the FIRBanks 

(‘onsol idated Recur i t ies Fund 
Securities held as a hedge against 

granting advances to members: 
II, S. Treasury obl igations 
Hankers’ acceptances 
Certificates of deposit - Eurodollar 

Tot al 

December 31, 1983: 
II. S. Treasury oh1 igations 
Federal funds sold 
Term federal funds sold 
Participation in the FIILRanks 

Consolidated Securities Fund 
II. S. Treasury obligations held as 

a hedge against granting 
advances to members 

Total 

$ 106,663 $ 107,369 
1,425,OOO 1,425,OOO 

35,000 35,000 

347,535 348,395 

63,100 62,565 
15,957 15,968 
20 000 ) 20,018 

$2,013,255 $2,01.4,315 

$ 30,369 $ 30,146 
725,000 725,000 
144 ) 000 144 ) 000 

244,487 245,159 

34 ) 547 34,802 

$1,178,403 $1,179,107 

The IW.Hanks’ Consolidated Securities Fund (Fund) was established by 
the Rank Hoard to offer a centralized portfolio management system for 
securities owned by the FIRBanks, ‘Ihe Fund is managed by the Office of 
Finance of the FIIT;Ranks and invests primarily in short-term money market 
instrmnts. 

GAO/AFMD-86-23 Federal Home Loan Ranh 



Atlanta 

11*11 ___._ I . . - . .  - . __ - “ “ . - - . *  l_“l l”l”l_ll”“l” - - .  ._,__,__.-- .  - - “ - - - -  _-__- __--” - - . - . - - - - ~  

4 

F'EERAI,HoME UMNBANKOF ATIANTA 
Notes to Financial Statements, continued... 

4. ADvANcES To mm 

At December 31, 1984 and 1983, the Rank had advances outstanding to 
members at interest rates ranging from 7.875% to 16.75% as summarized 
belai: 

Years of Weighted Average 
Maturity Interest Rate 

Decemlxx 31, 1984: 
1985 
1986 
1987 
1988 
1989 

L990-1994 

1.1.28% $6,130,123 
11.75% 1,674,200 
11.72% 715,837 
11.74% 406,350 
12.47% 356,056 
11.65% 661,976 

11.47% 9,944,542 

Deferred losses from 
hedging activities - net 2,099 

Total $9,946,641 

Decmb?r 31, 1983: 
1984 
1.985 
1986 
1987 
1988 

1989-l.993 

10.68% 
10.69% 
11.28% 
11.91% 
11.56% 
11.85% 

10.97% 

$4,239,404 
864,945 
651,416 
393,665 
276,950 
827,280 

7,253,660 

Deferred losses frcnn 
hedging activities - net 

Total 

1,109 

$7,254,769 

Page 94 GAO/AFMD-86-23 Federal Home Loan Barh 
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5 

Notes to Financial Statements, continued... 

Outstanding advances aggregating $9,775,691,000 at December 31, 
1984, and $7,056,830,000 at December 31, 1983, were collateralized by 
investment securities and first rrortgage loans. The capital stock of the 
Hank owned by borrowers is also pledged as additional collateral for 
outstanding advances. Rank System regulations permit a borrower to 
physically retain mortgage collateral assigned to the Bank; and, in such 
circmtances, the mber executes a written security agreant 
describing the type of collateral and agrees to hold such collateral for 
the benefit of and subject to the direction and control of the Bank. The 
Bank may, however, require the borrower to deliver such collateral to the 
Rank or its agent. 

At December 31, 1984, cannitments for advances to members totaled 
$229,300,000 and standby letters of credit totaled $37,585,000. 

The Rank participated in the &ornunity Investment Fund, an advance 
prqram initiated in June 1978. ‘Ihe program provided funds to members 
meeting eligibility criteria for active involvement in preserving and 
revitalizing older carraunities. There were no advances outstanding under 
this program as of December 31, 1984. Advances were made under this 
program at interest rates of approximately l/2% below the estimated cost 
of issuing consolidated obligations of ccxnparable maturities at the time 
the ccemitments to advance funds were made. The net interest cost of 
this program was approximately $362,000 and $1,917,000 for 1984 and 1983, 
respectively. 

5, ADVANCES 'III ANUIIER F”EDERAL HOME U-IAN BANK 

Advances to another Federal Hare Loan Bank at December 31, 1.984, 
were as follows: 

Maturity Interest 
Date Rate Amount 

(in thousands) 

September 25, 1986 10.94% $25,000 
November 25, 1986 10.99% 25,000 
December 26, 1986 11.02% 25,000 

Total $75,000 

‘Ihere were no advances to other Federal Hane Loan Banks at 
December 37, 1983. 
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F’ElXRAI. HOME II’UIN MNK OF’ ATIANTA 
Notes to F’inancinl Statements, cnnt inurd.. 

h. F-URN I ‘IIN: , K)II I I’t-lEflI , ANl) I WSFH~~I J) 1MI’ROVEMIWIS 

Furn i t urc , equ i lnent., and leasehold improvements at December ‘31, 
1984 and 1987, and the estimated useful lives used for the computation of 
depreciation and am)rtizat ion are smrized by classification as 
TOI l<xJS : 

IJseful 
Classi f icnt ion -..1------.. 1984 1987 1.i fe 

en t housantls) (in years) 

Fbn it-ure and eclui pmc?nt $2,911 $2,681 3-10 
leasehold improvements 669 613 3-9 -- _- 

‘rota 1 3,5H2 3,294 

Isss nccumulatr~d depreciation 
;Intl am0rt i %ilt ion E 1 164 -.!--- 

Furniturca, equirm’nt, and 
1 easeho I rl improvement s - net: $1,894 $2, 

7. I NVI:S’IWNI’ IN I~‘FXESlI, 1IOtW IIVtN M)R’N:AGE CORPORATION 

‘Ihr investment in the Mortgage Corporation is stated at cost and 
consists of 14,700 shares of nonvot in8 common stock, par value Sl ,000 per 
share, rcdemhle at. par value (c-n stock) and a S7,100,000 
subord i nat ed cap i tal &bent ure , due .June 7.0, 1987. The shares of c-n 
stock represent 14.X of the c(mn stock outstanding. ‘Ihe sutnrd inated 
cnpi t.al debenture issued on .lune 20, 1980, hears interest at a rate of 
11 .50X per annum, paysl)le semiannually; may not. be sold, transferred, 
exchanged or pledged without the express written consent of the Mortgage 
Corporat ion ; is sutx)rtiinatrd in right of payment. to the prior payment in 
full of a1 I other 0111 igat ions and indehtedncss of the Mortgage 
On-lx>rat ion; an<! may be redeemed in whole or in part on or after .June 20, 
1985, at. specified redemption prices at the option of the Port-gage 

ChrrXJriJ t ion , 

On December 6, 1984, the Mortgage Corporation created a new class of 
part: ic ipat ing preferred stock, authorized the distrihution of such 
preferred stock to the twelve Rll.Hanks, and required further distribution 
of the preferred stock to their member institutions that were 
stockholders of record as of December 31, 1984. The Rank received and 
disrrihutcd to its -her institutions 7,129,742 shares which represented 
14.2%, of such participating preferred stock. Since the Rank w3s required 
to distribute the preferred stock to its member institutions, and because 
the Hank did not have the benefits of ownership of the preferred stock at 
any time, this transact ion is not include? in the acccmpanyinlz, financial 
st.atemenf.s HS an asset or as income of the Rank, or as a dividend to 
number inst i t.ut inns. 

In any fut-urcb calendar year, unless and until dividends on the 
preferred stock in t.he agg;rep,ate zununt of $10 million have been declared 
and paid or set aside for payment , no dividends on the cmn stock of 

_l.l . . . . “..” .._... -_._-__-_--_..----__---.--- -_-- - 
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ITUCRAI, HoME IIAN WNK (fl;’ ATIANTA 
Notes to Financial Stntemnt:s, continued.. . 

t.he Mortgage ibpratiort may be decl.ared or paid or set aside for 
payment . Thereafter in such year, holders of outstanding preferred stock 
will be entitled t.o receive in the aggregate $90 in dividends for every 
$10 in dividends paid on the corrmn stock. 

Deferred charges for Hank Board cost of quarters and other capital 
expenditures at December 31, 1984 and 1983, were as follows: 

1984 1.983 
‘< thousands) 

Cost of quarters 
Other capital expenditures 

Less accumulsted amortization 

$7,082 
281 .- 

1,363 
2,256 

$7,082 
281 

Total $5,107 $5,390 

9. SEQlKJ1’JF.S SOID UNDEK AGREifMENE To REPURCHASE 

At December 31, 1984 and 1983, the Bank had securities sold under 
agreements to repurchase with a weighted average cost of 8.07% and 8.24X, 
respectively. l%ese short-term borrowings were collateralized by U. S. 
Treasury obligations included in Investments (see Note 3) as follows: 

Carrying Market 
Value Value 

‘Tthousand??j---- 

1984 $1.33,792 $134,098 

3987 $ 34,547 $ 34,802 

IO. QINS~lI,IDA’I’ED 0HLJC;ATTCINS 

‘Ihe outst.anding consolidated obligations of the Fl-ILBanks (see 
“Organization and Related Agencies”), including the pass-through to the 
MDrtg,age Ckx-poration, at December 31, 1984 and 1983, were $67,257,265,000 
and $51 ,208,979,000, respectively. Regulations require the F’HLBanks to 
m3intnin, in the aggregate, unpledged qualifying assets in an amount 
equal to the consolidated obligations outstanding. “Qualifying assets” 
are defined as cash, obligations of or fully guaranteed by the United 
States, collateralized advances, and federally insured or guaranteed 
mortgages, The F’HLHanks were in compliance with this requirement at 
December 31, 1.984 and 1983. 

I”. _...# .“” . . . .._.. --“... _.- ̂... --- .._.. _ __,__,-__.-..-.” -..--- 
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FEDERAJa HOMJZ l&AN RANK OF ATLANTA 
Notes to Financial Statements, continued... 

me following is a smmary of the Bank’s participation in 
consolidated obligations: 

Years of 
Matur i ty - 

Range of Weighted Average 
Coupon Rates Interest Rate 

December 31, 1984: 

Bonds : 

1985 8.10% - 14.70% 12.32% 
1986 9.55% - 16.40% 12.59% 
1987 7.60% - 13.00% 11.24% 
1.988 10.15% - 14.20% 11.22% 
1989 11.375% - 15.1.0% 12.28% 

1990-1994 10.85% - 12.15% 11.17% 

Less deferred losses from hedging activities - net 

Total 

Discount notes, due within one year 
(par value $2,117,050,000) 

December 31, 1983: 

Bonds : 

1984 9.05% - 16.40% 13.32% 
1985 8.10% - 14.70% 12.85% 
1986 9.55% - 16.40% 1.4.05% 
1987 7.60% - ll..lO% 9.53% 
1988 10.15% - 14.20% 11.47% 

1989-1993 10.85% - 15.10% 1.1 .56% 

Total 

Discount notes, due within one year 
(par value $1,280,650,000) 

The weighted average interest rate for all consolidated obligations 
outstanding at December 31, 1984 and 1983, was 11.80% and 11.94%, 
respectively. 

+ I -... ,_,_.- ,_,. _-.-. -.- “_.-..--_---.- ~--- - 

$; 8 ;;; ‘g; 

‘572;OOO 
433,360 
317,640 
575,000 

5,413,OOO 

2,893 

$5,410,107 

$2,053,372 

$1,390,000 
738,000 
727,000 
247,000 
198,360 
742,640 

$4,043,000 

$1,259,917 
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FT’D~I, HOME IOAN MM OF ATI ANTA 
Notes to ITinancial Statmmts, continued.. . 

Il. CRFZI)J?’ AVATJAHJE FROM TIE II. S. ‘JXF&URY 

Section 11(i) of the Federal Home Loan Rank Act authorizes the 
Secretary of the Treasury, in his discretion, to extend credit to the 
FHI,Hanks aggregating not mre than $4 billion dollars. The terms, 
conditions, and interest rate are to be determined by the Secretary of 
the Treasury, There were no outstanding borrowings from the U. S. 
Treasury during the two-year period ended December 31, 1984. 

The capital stock of the Rank has a par value of $100 per share. 
Capital stock held by mbets in excess of their statutory requirement 
may be redemed at par value by the Bank or sold to other Bank mmbers at 
par value provided the resulting stock transfer is recorded on the books 
of the Hank. 

Retained earnings of the Hank consist of undivided profits, a legal 
reserve, and a dividend stabilization reserve. Unless waived by the Bank 
Board, the Bank must transfer 20% of its net inccme to the legal reserve 
semiannually until the reserve equals the capital stock amount. 
Thereafter, 5% of the Rank’s net inccme mst be allocated for this 
purpose. 

For 1984 and 1983, dividends could be paid annually or semiannually 
only frcm current year’s net inccm (after the 20% transfer to the legal 
reserve) and the dividend stabilization reserve. In accordance with 
current Hank Board policy, the Hank must retain in the dividend 
stabilization reserve that portion of incane from prepayment penalties 
which, if allocated on a pro rata basis over the maturity of the advances 
prepaid, would be allocated to future dividend periods. 

‘Ihe Hank is a participant in the Financial Institutions Retirement 
Fund (FIRF), and substantial.ly all of its officers and employees are 
covered by the Plan. Ihe Bank’s contributions are determined by F1R.F and 
generally represent the normal cost of the Plan. Unfunded prior service 
costs m+e not significant. Pension costs included in other operating 
expense were $449,000 in 1984 and $426,000 in 1983, which included 
amrtjzation of past service cost over ten years. The Rank’s policy is 
to fund pension costs as accrued. FIRF does not segregate the assets, 
liabilities, or costs by participating empl.oyer. Therefore, disclosure 
of accumulated vested and non-vested benefits and net assets available 
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FEDERAL HOME IMN BANK OF ATIMA 
Notes to F’inancial Statements, continued... 

for benefits as required by Financial Accounting Standards Board 
statement number 36 cannot be made. According to the FIRF 
administrators, as of .June 30, 1984, the date of the latest actuarial. 
valuat.ion, t.he book and market values of the fund assets exceeded the 
value of vested benefits in the aggregate. 

15 

Rental expense of $830,000 in 1984 and 1983 for premises and 
software and equivnt has been included in other operating expense. 
Future minimum rentals are as follows: 

Software and 
Year Premises Equipment Total 

1985 s 545 ) 000 S161,OOO S 706,000 
1986 413,000 129,000 542 ,OCI 
1987 43 ) 000 60,000 103 ,000 

Total Sl ) 001 ,000 $350,000 $1,351,000 

The lease agreement for the Rank’s premises provides for increases 
in the basic rentals resulting from increased property taxes and 
maintenance expense. 

As provided for in Section 306(c) of the Federal Home Loan Mortgage 
Corporation Act, the Rank Board has provided for the guarantee by the 
IWBanks of certain borrowings of the Mortgage Corporation from the 
RLHank of New York. Each of the F’HLBanks participates in the guarantee 
in proportion to its investment in the cmn stock of the Mortgage 
Corporation (see Not.e 7). At December 31 , 1984, the F’HLRanks have 
guaranteed $1,790,000,000 of the Mortgage Corporation’s borrowings from 
the IWBank of New York in the form of pass-throughs of the proceeds of 
certain consolidated obligations. 
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Deloitte 
Haskins 1 Sells 

200 East Randolph Drwe 
Chlcago. lll~ms 60601 
(312)861-1161 
TWX 910-221-2695 

AUDITORS’ OPINION --l_” . - -..-... - _-.-..--- I_. 

To the Federal Home Loan Bank Board: 

We have examined the statements of condition of the Federal 
Home Loan Bank of Chicago as of December 31, 1984 and 1983 
and the related statements of income, capital accounts, and 
changes in financial position for the years then ended. 
Our examinations were made in accordance with generally 
accepted auditing standards and the standards for financial 
and compliance audits contained in the Standards for Audit 
of Governmental-,.crg,anizations, Programs, Activities, -a& 
i”unctions as promulgated by the Comptroller General of the -’ ‘i -’ 
Unlted States and, accordingly, included such tests of the 
accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, such financial statements present fairly the 
financial position of the Federal Home Loan Bank of Chicago 
at December 31, 1984 and 1983 and the results of its 
operations and the changes in its financial position for the 
years then ended, in conformity with generally accepted 
accounting principles applied on a consistent basis. 

January 18, 1985 
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I.'f'I>EKAI, HOME LOAN BANK OF CfiICACO 

STATLMIiNTS OF CONDITION, DECEMHEK 31, 1984 AND 1983 
(In thousands) 

ASSETS NOTES 

CASH 3 

INVESTMENTS 4 

ADVANCf:S TO MEMHEKS 5 

LOANS TO OTffEK FEDEIIAL ffOM17 LOAN BANKS 6 

ACCKUED INTEKEST KECEIVAHLE 

FIJKNTTIJKE, EQUIPMENT, AND LEASEHOLD 
IMPROVEMENTS - Net 

INVESTMENT IN FEDERAL HOME LOAN MORTGAGE 
COKPOKATION 7 

CONCESSIONS ON CONSOLIDATED OBLIGATIONS - 
Bonds 

DEFERKED CHAfiGES - Federal Home Loan Bank 
Moard cost of quarters 

OTHER ASSETS 

1981+ 

$ 24,314 

1,783,401 

2,895,792 

2 0 0 , 0 0 0 

32,405 

1,564 

15,450 

1,931 

3,094 

l., 393 

1.983 

$ 15,280 

1,256,929 

2,765,769 

32,450 

1,395 

15 ) 4 5 0 

1,914 

3,266 

4 7 9 

TOTAL ASSETS 

The accompanying notes are an integral part of these financial statements. 
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1 ‘1 ) 14 

11 

‘l’(~‘f’~l, l,IAHI I,f’I’l I’S ANI) CAI’I’I’AI, 

$1,561,128 
866 103, 

1,664,994 
7 5 ) 0 0 0 

73,138 

%,144,21.1 1) 772) 309 
270,817 174,918 

76,237 77,904 
16 28 

$1,125,313 
16%; 600 

1,281 913 
170: 000 

507,717 485,299 

118,938 
4,802 

12,134 

102,788 
3,286 

12; 134 
118,208 
603,507 

- 2 - 
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Chicago 

FEDERAL HOME LOAN BANK OF CHICAm -- _ .._ “_. _ .I ..-._-_ 

STATEMENTS OF INCOME 
FOR THE YEARS ENDED DECEMBER 31, 1984 AND 1983 
.Lz!.. -t.~ou.~~~dsl_--.--~_---. - ~-.~. 

NOTES ~ 1984 

INCOME : 
Interest on advances to members 
Income from prepayment fees 
Income from investments 
Interest on Federal Home Loan Mortgage 

Corporation debenture 
Dividend on Federal Home Loan Mortgage 

Corporation stock 
Earned commitment fees 
Xncome from services to members 
Income from services to other Federal Home 

Loan Banks 
Interest on loans to other Federal Home 

Loan Banks 
Other income 
Total income 

EXPENSES: 
Interest and concessions on consolidated 

obligations 
Interest on deposits 
Interest on interbank borrowings 
Other interest 
Federal Home Loan Bank Board assessments 
Federal Home Loan Banks’ Office of Finance 

assessments 
Other operating expenses 
Total expenses 

NET INCOME 

The accompanying notes are an integral part 
statements. 

$34;,;;55 $356,226 

154:195 
5,017 

115,311 

7 592 592 

7 8,446 3,554 
381 622 

4,158 2,965 

1,121 715 

1,024 7 
18 

485,027 

266,425 268,672 
141,053 127,503 

13,597 10,654 
2,701 52 
1,081 1,032 

335 354 
10,051 8,201 

435,243 416,468 

of these financial 

- 3 - 
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FEDERAL HOME LOAN BANK OF CHICAGO 

STATEMENTS OF CAPITAL ACCOUNTS 
FOR THE YEARS ENDED DECEMBER 31, 1984 AND 1983 
(In thousands) 

..CAPITAL STOCK.. 
NOTES SHARES PAR VALUE - ~ 

Proceeds from sale of capital stock 
Redemption of capital stock 
Net income 
Statutory transfer 
Transfer to dividend stabilization reserve 
Dividends on capital stock (12.5%) - cash 

payment 

BALANCE, DECEMBER 31, 1984 

The accompanying notes are an integral part 

BALANCE, DECEMBER 31, 1982 

Proceeds from sale of capital stock 
Kedemption of capital stock 
Net income 
Statutory transfer 
Transfer to dividend stabilization reserve 
Dividends on capital stock (11.25%) - cash 

payment 

BALANCE, DECEMBER 31, 1983 

4,816 $481,569 

124 12,462 
(87) (8,732) 

11 
11 

11 

4,853 485,299 

333 33,375 
(109) (10,957) 

11 
11 

11 

of these financial statements. 
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I’KOI’ITS 

68,559 
(13, 71%) 

(2 ) 012) 

12,134 

no, 749 
(16,150) 

( 2 ) 3 ‘3 4 > 

wq (62,265) 

.-_-_-- -. - 
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I: EDIJRAL HOME LOAN HANK OF CHICAGO -- 

STA’I’I:ME;N’I’S OF CHANGES IN FINANCIAL POSITION 
F01< THE YEAKS ENDED DECJ.:MHER 31, 1984 AND 1983 
(In thousands) - -_, 

F I NANC 1 AL RISSOIJKCES WERE PROVIDED BY: 
Operat ions : 

Net income 
Noncash charges (credits) to income: 

Depreciation and amortization of furniture, equipment and leasehold 
improvements 

Amortization of concessions on consolidated obligations - bonds 
Amortization of discount on consolidated obligations - discount notes 

Amortization of deferred charges - Federal Home Loan Bank Hoard cost 
of quarters and other capital expenditures 

Other 
Total from operations 
Net proceeds from issuance of consolidated obligations: 

HOl-idS 
1) iscount notes 

Advances repaid 
Proceetls from sale of capital stock 
Net increase in members’ deposits 
Increase in securities sold under agreements to repurchase 
[)ecrease in accrued interest receivable 
Increase in other liabilities 

‘I’O’L’A L 

FINANCIAL RESOURCES WERE USED FOR: 
Payments on maturing consolidated obligations: 

Hands 
Discount notes 

r 

Advances made, net of deferred gain on hedging transactions 
Redemption of capital stock 
Dividends paid on capital stock 
Net additions to furniture, equipment and leasehold improvements 
Increase in investments 
Net change in interbank loans and borrowings 
Increase (decrease) in deferred charges and other assets 
Decrease (increase) in accrued interest payable 
Increase in cash 

‘J’O’I’AL 

The accompanying notes are an integral part of these financial statements. 
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E’EDERAL HOME LOAN BANK OF CHICAGO 

NOTES 7’1) F’INANC.l:AI, STATE:MENTS 
FOR THE YEARS ENDED DECEMBER 31, 1984 AND 1983 

1 

2 

ORGANI.%ATIUN AND REI,ATE:D AGE:NCIES 

The Federal. Home Loan Rank of Chicago (the “Bank”), a federally 
chartcircd corporation rsempt. From income taxes, is one of the 
twelve District. F’edera: Home Loan Banks ( “F’HLRanks” ) which , 
together with their member institutions, comprise the FWLBank 
System The E’HLBank Syst-em is designtrd to promote home 
ownership through the extension of credit to savings and home 
financing institutions. Member institutions include all 
federally chartered savings and loan associations, all 
federally chartered savings banks, and all institutions insured 
by the Federal Savings and Loan Insurance Corporation (FSLICI. 
Membership is also available to qualifying institutions, such 
as st.at.e ch,lrt.ered, non. FSLIC insured savings associations and 
snv i ngs banks 

The F‘HLP,nnks are i.rist~rumentalit-ies of the federal government; 
they are owned by, and serve as central credit banks for, 
member institutions, A principal source of funds for the 
FHLBanks is sales to the public of debt instruments (consoli- 
dated obligations) which are the joint and several obligations 
of all F’HLBanks. Other funds are provided by issuance of 
capital stock, all of which is owned by the Bank’s members, and 
member deposits. 

The FHLHartk System is governed and regulated by the Federal 
Home Loan Bank Board (“Bank Board”) which is an independent 
federal agency in the executive branch of government. The 
Bank Board is the chartering and regulatory authority for 
federal savings and loan associations and federal savings 
banks. The Bank Board governs the Federal Home Loan Mortgage 
Corporation (“Mortgage Corporation”) which is a secondary 
mortgage market facility. The principal function of the 
Mortgage Corporation is to promote the flow of capital into t-he 
housing marl.ets by establishing an active secondary market in 
resident ial mortgages Further, the Bank Board also governs 
the FSLIC which insures r.he accounts of savers in federally 
insured savings and loan associations and federal savings 
banks. Bank Rmrd expt?nses are met through assessments to the 
FHLRanks and thr E’SLIC nnd assessments to member institutions 
for examinations. 

SlIMMARY OF SIGN1 F’ICAN?’ Ai:f;OIJNTING POLICIES 

The more signif icant. ac(‘ount.ing policies not described else 
where in the notes to tbtl financial stat.ements ace as follows: 

0 - 
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Invesfmenfs -- Investment securities are carried at cost, 
aa-ju%ted for amortization of premiums and accretion of 
discounts. Gains and losses on sales of securities are 
included in income from investments. 

Furr!itu,re -- -FAuipm-e.nL.and Leasehold Imp.rovements - These assets 
are stated at cost less accumulated dep%?mn and amortiza- 
tion of $1,528,000 and $1,265,000 at December 31, 1984 and 
1983, respectively. Depreciation and amortization are computed 
on the straight-line method over the estimated useful lives of 
the property or for leasehold improvements over the estimated 
useful life of the improvement or the remaining term of the 
lease, whichever is shorter. 

Improvements and major renewals are capitalized; ordinary 
maintenance and repairs are expensed as incurred. Gains and 
losses on disposals are included in other income. 

E.e,deral ,JQne.,..L~,a.n Bank Board Assessmen.ts - The Bank expenses 
its pro rata share of the Bank Board assessment for operating 
expenses during the year in which the assessment is levied. 

The Bank Board also assesses the Bank for its portion of the 
cost of capital expenditures for furniture, equipment, and 
furnishings for the Bank Board’s building. Payments against 
these assessments are treated as a deferred charge and amorti- 
zation is computed using the straight-line method over a 
U-year period. 

FHLBanks ’ o,~.Sl__cl!,.o,f-~,itlance Assessments - The FHLBanks’ Office 
of Finance manages the Consolidated Securities Fund, the sale 
of consolidated obligations and certain accounting functions 
for the twelve FHLBanks as a group. Assessments for the 
Office’s operating costs are charged directly to expense when 
billed. 

Concqs.sions on Consolidated Obligations- - The amounts allowed 
dealers in connectionmthe sale of consolidated obligation 
bonds are deferred and amortized on the straight-line method 
to the maturity of the obligations. However 1 the amounts 
applicable to the sale of consolidated obligation discount 
notes are charged directly to expense as incurred because of 
their short-term maturities. 

Dt,scount.s, on Ci?r?s,~,~..itd__a_te,.-~~~tions - Discount Notes. - The -5 .-.-_. _ ..-...,- - 
discounts on consolidated obligation discount notes are 
amortized to expense using the straight-line method to the 
maturity of the related notes. 

- 7 - 
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3. 

Hedging - The Bank is engaged in an asset/liability management 
program that includes the use of hedges in the cash and financial 
futures markets. Gains and losses on hedge transactions are 
deferred and amortized using the level yield method over the term 
to maturity of the related hedged assets or liabilities. 
Deferred gains and losses are reflected as an adjustment of the 
carrying value of hedged assets or liabilities. 

Commitment fees for advances - Advance commitment fees are T---,.--?----- -....-. .^ 
initially set up as a deferred credit when received. Non- 
refundable fees of less than $5,000 are recognized as income 
immediately, and fees of $5,000 or more are amortized to 
income over the period of the commitment on the straight-line 
basis. Refundable fees are deferred until the commitment 
expires or the advance is made. 

Rfes.Qssifications - Certain 1983 amounts have been reclassified 
to co?i%??m-Gm-the 1984 presentation. 

CASH BALANCES 

C-ompensatinp, balances - The Bank has agreed to maintain 
average collected cash balances with various commercial banks 
in consideration for certain services. There are no legal 
restrictions under these agreements as to the withdrawal of 
funds. The average compensating balances were approximately 
$2,114,000 and $3,113,000 for the years ended December 31, 1984 
and 1983, respectively. 

In addition, the Bank maintained average collected balances with 
various Federal Reserve Banks and branches of approximately 
$1,353,000 and $1,698,000 for the years ended December 31, 1984 
and 1983, respectively. These average balances are required 
clearing balances and may not be withdrawn; however, earnings 
credits on these balances may be used to pay for services 
received from the Federal Reserve. 

Pass-Throxh Depository Reserves - The Depository Institutions 
%%?e?i?i?iori-and Monetarv Control Act of 1980 authorizes FHLBanks 
to azt as pass-through correspondents for member institutions 
required to deposit reserves with the Federal Reserve. The 
amount shown as cash includes pass-through reserves deposited 
with Federal Reserve offices of $2,337,000 and $1,054,000 as of 
December 31, 1984 and 1983, respectively. Member reserve 
balances are included in Other Liabilities. 

- 8 - 
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4. INVESTMENTS 

Investments at December 31, 1984 and 1983 were as follows: 

. , 1984...... 
Book Market 
Value _.- _ --.- . _ Value 
(in thousands) 

U.S. Treasury obligations 
U.S. Government agencies 
Federal funds sold 
Term funds sold 
Bankers ’ acceptances 
Certificates of deposit - domestic 
Participation in the FHLBanks’ 

Consolidated Securities Fund’: 

$ 82,332 $ 82 593 
29,969 30 088 

1,028.OOO 1,028 000 
73,000 73 000 
4,805 

20: 
816 

200,000 010 

.  1983.......... 
Book Market 
Value -___-. Value -___-- 
(in thousands ) 

U.S. Treasury obligations 
U.S. Government agencies 
Federal funds sold 
Term funds sold 
Certificates of deposit - domestic 
Participation in the FHLBanks’ 

$ 160,417 $ 159,736 
20,002 19,925 

530,500 530,500 
150,000 150,000 
131,962 131,986 

Consolidated Securities Fund” 264 048 --.---A _._. 263 858 -...--.--!-- 

- $1.,_2_li4:&9-U 

‘(The FHLBanks’ Consolidated Securities Fund (“Fund”) was 
established by the Bank Board to offer a centralized portfolio 
management system for securities owned by FHLBanks. The Fund 
is managed by the Office of Finance of the FHLBanks and invests 
primarily in short-term money market instruments. 

At December 31, 1984, U.S. Treasury obligations with a total 
book value of $73,000,000 are pledged as collateral for 
securities sold under agreement to repurchase. 

5. ADVANCES TO MEMBERS 

At December 31, 1984 and 1983, the Bank’s advances outstanding 
to members had interest rates ranging from 7.750% to 16.500% as 
summarized below: 

- 9 - 
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Year 
of 

Ma t~dL.y 

1985 
1986 
1987 
1988 

. December 31, 1984.. 
Weighted 

Amount Average 
(In Interest 

thousands) Rat_e_ 

$1.204.668 10.76% 
291,647 11.66 
471,953 12.90 
222,636 11.53 

1989 
1990-1994 

Deferred net gain from hedging 
transactions (Note 2) 

315,696 12.77 
11.92 --- 390 2 137 .._ __._ 

2,896,737 11.63 

( 9 4.5 ) --_- ---- 

Year 
of 

Maturity ,_““.-_” 

1984 
1985 
1986 
1987 
1988 

1989-1993 

December 

Amount 
(In 

thousands) 

$1,479,658 
305,885 
160,280 
288,717 
141,883 

-390,12s 
2.766.548 

1, 1983.. 
Weighted 
Average 
Interest 

Rht E 

10.74% 
11.45 
13.27 
13.94 
11.60 
12.53 
11.59 

Deferred net gain from hedging 
transactions (Note 2) _-.--.-. (779) 

$2_,.265 .,14.5 

Outstanding advances aggregating $2,896,737,000 and 
$2,766,548,000 at December 31. 1984 and 1983, respectively, were 
collateralized by pledged investment securities, first mortgage 
loans and FHLBank deposits and property which is acceptable to 
the Bank. The capital stock of the Bank owned by borrowing 
members is also pledged as additional collateral for outstanding 
advances. Bank System regulations permit a borrowing member to 
physically retain mortgage collateral assigned to the Bank, and 
in such circumstances, the member executes a written security 
agreement which describes the type of collateral and agrees to 
hold such collateral for the benefit and subject to the direction 
and control of the Bank. The Bank may, however, require a 
member to place physical possession of such collateral with the 
Bank or its safekeeping agent. 

The Bank participated in the Community Investment Fund, a five- 
year advances program from June 1978 to June 1983. The program 
provided funds to members meeting eligibility criteria for active 
involvement in preserving and revitalizing older communities. 

- 10 - 
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I NVF::;‘I’MENT LN E’EDEKAI, HOME LOAN MORTGAGE CORPORATION 

'I'jlf? :~lJhC~I'dirl~itC?d ~~apitai deberit,ure issued on June 20, 1980, bears 
,YII int t~rest. rate ~?f 11 ‘,0X per annum, payable semi-annual ly; may 
lli,i hP sold, r.ransfPrred, exch;?ngc+d or pledged without. the express 
wr'i 1t.rl11 consent of the Mortp,ne,e Corporation; is subordinated in 
r ip,iit l,f payment: t.cJ the prior payment in full of all other 
lib1 ip,,tt ions ;rnd indebt,ednf~ss of: the Mar t.gage Corporation; and may 
bc rt~~l~c!m~~d in whole or in p;rrt.. on or after .June 2.0, 1985 at: 
:~pr~c 1 f iced rtadempt.ion prices <at. t-he opt.ion of the Mortgage 
(If,rpi,I Pt. i 011 Interest. of $592,250 was earned on the debenture 
r111riri!: t!nc,h of t.he years ended December 31, 1984 and 1983, 

on I .JPrPmt)f~ I f, ) 1084, the Mortgage Corporation created a new class 
of 1~31’t i(:~~at..ine preferred stock (preferred stock) and aut.hotized 

ttlt' distr,bllt:if,n of such preferred stock to the 12 District- Banks 
of %ht? F’rderal Home Loan Bank System and by those District Banks 
1.r~ t.hci r mr~rnhr~r institutions that were stockholders of record as 
rsf IJf!r:Pmhf~r '31 , 198h 

'l'hf, rt:de~ #i 1 HI-,mr! I.&an Rank of Chicago received and distributed to 
It.!: mernbtar inst 1 t.\lt ions I ,544,820 shares of such participating 
pl ttfi!rr(!d Iit o(‘k of the MortSgSjge ~orporat~ion. 

Tht* Mortgage COI pcjr;+t.ion resolution authorizing the dist.ribution 
of t.hfa prt:fF”rred st.ock requires that the preferred st-ock be 
tlist’ribut.ed t.r> t h,-l mi~rnh<~c instit.utions as a condition of the 
dist.ri?t- t)i.inL,'S rtbr:f!ipt of t-he stock. Because the district banks 
did nnt have the hcrlrf’it.s of ownership of the preferred stock at 

- 11 - 
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( Chicago 

any time, for financial reporting purposes, it has not been 
reported as an asset or income of the District Bank, or as a 
dividend to the member institution. 

In any future calendar year, unless and until dividends on t:he 
preferred stock in the aggregate amount of $10 million have been 
declared and paid or set apart for payment, no dividends may be 
declared or paid or set apart for payment on the common stock of 

t.he Mortpge Corporation. Therefore, in such year holders of 
outstanding preferred stock will be entitled to receive in the 
aggregate $90 in dividends for every $10 in dividends paid on the 
common stock in the aggregate. 

INTERBANK BORROWINGS 

The Eank borrowed from other FHLBanks in 1984 and 1983. The 
following is a summary of these borrowings at December 31: 

I . 
i&&y 

1984............. . . . . . . . . . . . ..1983............. 
Principal Interest Maturity Principal Interest 

Date Amou.nt Rate Date Amount __ _ _ ._ Rate 
(in thousands ) (in thousands) 

l-25-85 $20,000 10.60% 6-25-84 $ 30,000 10.30% 
8-26-85 25,000 11.15 6-25-84 15,000 10.00 

11-25-86 30,000 12 IO0 

$.U.,?QQ 

7-25-84 50,000 9.10 
1-25-85 20,000 10.60 
8-26-85 25,000 11.1.5 

11-25-86 3?,000 12.00 
$b7..Q! go 0 

CONSOLIDATED OBLIGATIONS 

The outstanding obligations of the FHLBanks, including the pass- 
throughs to the Mortgage Corporation (see Note 14), were 
$67,257,265,000 and $51,208,979,000 at December 31, 1984 and 
1983, respectively. Regulations require the FHLBanks to 
maintain in the aggregate unpledged qualifying assets in an 
amount equal to the consolidated obligations outstanding. 
“Qualifying assets” are defined as cash, obligations of or fully 
guaranteed by the United States, collateralized advances, and 
Federally insl:red or guaranteed mortgages. The FHLBanks were 
in compliance with this requirement as of December 31, 1984 and 
1983 

- 12 - 
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X)utf wit,.hirr one year 

I)IJE! within one year 

December ‘31 , 1984............. 
. Bonds , 

Weighted 
Average 

Range of Interest 
Coupon Rates Rates Outstanding 

7. 375% 15.000x 12.242’%> $ 796,000 
9.550 - 15.750 12.370 365,000 
7.600 “. 13.500 10.842 278,000 

10.200 - 14.200 11,292 183,000 
1.1.77s - 15.100 13.165 201,000 
lr~L700 ... 12.500 11 .hh? 320,000 

12.001 2,L4?,000 

Discount Notes., 
Rook Val.ue Par Value 

$.2!0,817 $280..600 

December 31, 1987............ 
.., Bonds................... 

Weighted 
Average 

Range of Interest 
Coupon Rates Rates Out.stnnding 

9. 050X- 
7.37s -. 

16. OOO’%, y;;x $ 533,000 
15.000 356,000 

9.550 - lS.750 13.938 205,000 
7.bOO ‘. 11.350 LO.337 193,000 

10.2or1 - 14.200 11.515 133,000 
lr).700 - 15.100 12.477 ??.I, 000 ... 

12.518 1,771,ooo 

1,309 
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CREI)IT AVAII,ABI,E FKDM THE; Ii, S TRKASURY 

Sect.ion 11(i) of t.he Federal Home Loan Bank Act authorizes the 
S f: c r e t, :i I: y 0 f the T r e a s u c y , i II h i s d i s c r e t i 0 n , to extend credit. to 
t.he FH1.Bsnk.s nggregating not more than $4 hi1 lion, the terms, 
cond i t ions , and interest rate to be determined by the Secretary 
‘:J f I: h P T r t? ,?t s 11 r y There were no outstanding borrowings from the 
1J.S. ?‘~c!As~J~T{ during the two-year period ended December 31, 1984. 

CAP ITAL 

The c;ipi t nl stock. of the Bank has a par value of $100 per share. 
Cnpltnl stock. held by members in excess of their statutory 
requirement may be redeemed at par value by the Bank or sold t.o 
ot.her Bank members at par value provided the resulting stock 
transfer is recorded on the books of the Bank. 

Retained earnings of the Bank consist of undivided profits, a 
legal reserve, and a dividend stabilization reserve (DSR). The 
Bank must transfer 20’2 of its net income to the legal reserve 
semi-annually until the reserve equals the capital stock amount. 
Thereafter, 5’%, of the Bank’s net income must be allocated for 
this pUrpOSf2. 

In 1984 snd 1983 dividends Mere permitted only to the extent <of 
current year’s net income, after statutory transfer to the legal 
reserve and transfer to the DSR, and were authorized to be pald 
either annually or semiannually. In addition, the Bank Board 
required that the Bank retain in the DSR that portion of income 
from prepayment penalt-ies which, if allocated on a pro rata basis 
over the maturity of the advances prepaid, would be allocated to 
future dividend periods, Dividends may be paid in the form of 
capital stock if authorized by the Board of Directors. 

EMPLOYEE RETIREMENT PLAN 

The Bank is a participant in the Financial Institutions 
Ret: i rement Fund (FIRI?), and substantially all of its officers and 
employees are covered by the Plan. The Bank’s contributions are 
determined by FIRF and generally represent the normal cost of the 
Plan (unfunded prior service costs are not significant). 
Pension costs charged to other operating expenses were $322,000 
in 1984 and $278,000 in 1983. The eank’s policy is to fund 
pension costs as accrued FIRF does not segregate the assets, 
liabilities, or clJst:s by participating employer. As a result, 
disclosure of accumulated vested and norl- vested benefits and net 
assets available for benefits ,XS required by FASB 36 cnnnot be 
made. According to the E‘IRF administrators, as of June 30, 
1984, the date of the latest actuarial valuation, the book and 
market values of the fund assets exceeded the value of vested 
benefits in the aggregate. 

- 14 - 
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Chicago 
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1 ‘1 COMMLTMENTS 

Rental expense of $1,098,000 in 1984 and $984,000 in 1983 for 
premises and equipment has been charged to other operating 
exprnsfd Future minimum rentals are as follows (in thousands): 

P.remjses Equ ipment T-0-t a 1 

lY85 $ 747 $ 651 $1,398 
1986 747 532 1,279 
1987 747 355 1,102 
1988 747 108 855 
1989 747 108 855 
There?rter 436 436 

Tota 1 $4,171 ua u22 

The lease agreement for the Bank’s premises provides for 
increases in the basic rentals resulting from increased 
property taxes and maintenance expense. 

Commitments for advances to members totaled $233,825,000 at 
December 31, 1984 and $299,800,000 at December 31, 1983. 

1 4 CONTINGENCIES 

As provided for in Section 306(c) of the Federal Home Loan 
Mortgage Corporation Act ~ the Bank Board has provided for the 
guarantee by the FKLBanks of certain borrowings of the Mortgage 
Corporation from the FHLBank of New York. Each of the FHLBanks 
participates in the guarantee in proportion to its investment in 
the common stock of the Mortgage Corporation (see Note 7). 

At. December 31. 1984 the FHLBanks have guaranteed $1,790,000,000 
of the Mortgage Corporation’s borrowings from the FHLBank of New 
York in the form of pass-throughs of the proceeds of certain 
consolidated obligations. 

I Outst-anding standby letters of credit totaled $2,200,000 at 
December 31, 1984. 

15. SUBSEQUENT EVENT 

On January 3. 1985, the FHLBanks issued $200,000,000 
consolidated bonds at 11% due December 27, 1989. Interest is 
payable annually commencing December 27, 1985. The bonds are 
the joint and several obligations of all twelve FHLBanks. 

The Bank’s participation in the consolidated bonds issued 
January 3, 1985 is $20,100,000. 

- 15 - 
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Cincinnati *, ‘, 

Deloitte 
Haskins t Sells 

OPINION OF INDEPENDENT CERTIFIED PUBLTC ACCOUNTANTS 

‘1’0 the Hoard of Directors of the 
Federal Home Loan Rank of Cincinnati and the 
Federal Home Loan Rank Board 
Washington, D.C.: 

We have examined the statements of condition of the 
Federal. Home Loan Bank of Cincinnati as of December 31, 
1984 and 1983, and the related statements of income, 
capital accounts, and changes in financial position for 
the years then ended. Our examinations were made in 
accordance with generally accepted auditing standards and 
the standards for financial and compliance audits 
contained in the Standards for Audit of Governmental 
Organizations, Programs, Activities, and Functions as 
promulgated by the Comptroller General of the United 
States and, accordingly , included such tests of the 
accounting records and such other auditing procedures as 
we considered necessary in the circumstances. 

In our opinion, the financial statements for 1984 and 1983 
present fairly the financial position of the Federal Home 
J.,oan Hank of Cincinnati at December 31, 1984 and 1983 and 
the results of its operations and the changes in its 
financial position for the years then ended, in conformity 
with generally accepted accounting principles applied on a 
consistent basis. 

.January 25, 1985 

- 1 ” 
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FEDEKAL HOMt: LOAN BANK OF CINCINNATI -- 

STATEMENTS OF CONDITION 
DECEMHEK 31, 1984 AND 1983 - 

ASSk~‘f’S NOTES 

CASH 

1 NVESTMkiN’I’S , AT AMORTIZED COST 

ADVANCES TO MEMHEf(S 

INVES’rMEN’r IN FEDERAL HOME LOAN MORTGAGE 
CORYOKAT I ON , AT COS’I 

LINAMOR’rI%EI) CONCESSIONS ON CONSOLIDATED 
oHI,IGATIoNS 

‘I‘OT’At ASSF’I’S A . . . . 

SC&C! notes to finnncial statements. 

2 

1, 3 

4 

1 2,662 

1984 1983 
(In thousand 

$ 54,955 $ 37,287 

1,619,164 1,209,aoo 

3,245,594 3,283,566 

31,700 33,331 

3,408 1,941 

13,950 13,950 

2,410 2,700 

3,089 

2,810 

1,520 

Page 122 GAO/AFMD-86-23 Federal Home Loan Hanks 



“ - - , , 1 - -  - .  _- . ._ . - ._ ._  - - . -  - - . -  I - - - - . ~  
--___-~---- - - - -~  - ___ 

Cincinnati 

r,iAHILI’r’IES AND CAPITAL 

LIAHILI’I‘ZE:S: 
Member depos i t s : 

Uernnnd 
Overnight 
Term 

‘Tot;11 dcposi ts 
Securities sold under agreements to 

rupurchase 
Cons01 irfnted oh1 ient ions : 

Bonds 
Discount notc:s, net 

Act c uctl i n t er es t pay ah1 e 
OLher liabilities 
‘I’O’l’hl, l,IAHILI’I’Lt~S 

l:ON’I’I N(:KNC 11:s AND COMMITMENTS. 

it tll’A I Nl,:l) tlAl< N I NC:!; : 
I,cf;;31 rescrvc 
Dividend still)i 1 iz:ition reserve 
Ilnclivid~d profits 
‘I’l)‘l’,Al. ttlC’TA1 NKl) I:AIININ(:S 

‘I’( )‘I”A I, (:.&I’ I ‘I’A I. 

‘I’o’l’AI.. l.IAH I LT’I’II’S AND CAPITAL 

$ 343,899 
554.050 

NOTES 1984 1983 
( thousand;) 

$ 460,227 
757.235 
296;975 233;675 

1,514,437 1,131,624 

16,035 
1, 6 

2,438,500 
391,801 

72,627 
2 6,099 

4,056,686 

6, 7, 
10.11 

8 425,485 419,490 

8 
93,034 83,757 

3,487 6,759 
20,213 20,213 

116,734 110,729 

542,219 530,219 

$6J76.932 &-LS86.905 

-.--.-__--.------.--.-._____ - 
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Cincinnati T 

FKDEKAL HOME LOAN RANK OF CINCINNATI 

STATEMKNTS OF INCOME 
FOK THE YEAKS ENDED DECEMREK 31, 1.984 AND 1983 

( 1 n thousands) 

NOTES 1984 1983 

INCOME : 
Interest and commitment fees on 

advances to members 
income from investments 
Gash d ividcnd from Federal Home 

Loan Mortgage Corporation 
Income f ram member services 
income from prepayment fees 
Other 
Total i ncomc 

1,4 

5 

EXPENSES: 
Interest and concessions on 

consol idnted obligations 
Interest on deposits 
Other interest 
Federal. Home Loan Hank Board 

assessments 
Federa’l Home Loan Hanks’ Off ice 

of Finance assessments 
Other operating expenses 
‘rota 1. expenses 

See notes to financial statements. 

$358,258 $380,443 
150,409 142,791 

7,626 3,208 
4,647 3,313 

949 6,269 
139 --?&% 536,163 

334,451 364,455 
120,505 116,509 

4,897 1,250 

978 938 

336 358 

-3 - 
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Cincinnflti 

FEDERAL HOME LOAN BANK OF CINCINNATI 

STATEMENTS OF CAPITAL ACCOUNTS 
FOR THE YEARS ENDED DECEMREK 31, 1984 AND 1983 

(In thousands) 

BALANCE, JANUARY 1, 1983 

PROCEEDS FROM SALE OF CAPITAL STOCK 

KEDEMPTION OF CAPITAL STOCK 

NET INCOME 

STATUTORY TRANSWK 

TRANSFER TO DIVIDEND STABILIZATION 
RESERVE 

DIVIDENDS ON CAPITAL STOCK: 
Cash payments - June 30, 1983 (7.5% 

annualized) 
Cash payments - December 31, 1983 (7.75% 

annualized) 

BALANCE, DECFMHER 31, 1983 

PROCEEDS FROM SAJ.,t: OF CAPITAL STOCK 

REDEMPTION OF CAPITAL STOCK 

NET I NCOMIS 

STATUTORY TRANSFfX 

TRANSFER FROM DIVIDEND STA;~ILI%ATION 
RESERVE 

DIVIDENDS ON CAPITAL STOCK: 
Cash payments - .June 30, 1984 (8.625% 

annualized) 
Cash payments - December 31, 1984 (10.5‘1, 

annualized) 

BALANCE, DECEMBER 31, 1984 

..CAPITAL STOCK... 
PAR 

NOTES SHARES L VALIJE 

4,242 $424,239 

108 10,809 

(1.55) (15,558) 

8 

8 

8 

4,195 419,490 

234 23,364 

(17[+) (17,369) 

8 

See notes to financial statements. 
---.-~ .---- 
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I)IVII)KND 
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277 

(‘1,7/P) 

(227) 

(15,616) 

(16,‘~5fq 

20, 2 1 3 

3.27% 

;. -. - .._ -_ ^._ ,___---_ 
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iurniture, equipment, and 
leasehold improvements 

Amortization of deferred charge 
Total from operations 
Advances repaid 
Net proceeds from issuance of con- 

sol. idated obligation d iscount 
notes 

Net proceeds from issuance of con- 
solidated obligation bonds 

Increase (decrease) in member 
deposits 

I Proceeds from sale of capital stock 
Kncrease in other liabilities 
Decrease in accrued interest 

receivable 
Increase (decrease) in accrued 

interest payable 

-5- 
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FEDERAL HOME LOAN HANK OF CINCINNATI 

STATEMENTS C)F CHANCES IN FINANCIAL POSITION 
FOR THE YEARS ENDED DECEMBER 31, 1484 AND 1983 

(In thousands) 

1984 1983 

FINANCIAL KESOLJKCES WERE PKOVIDED 
FROM : 

Operations: 
Net i ncorne 
Noncash charges to income: 

Amortization of discount on 
consolidated obligation discount 

notes 
Amortization Of concessions on 

consolidated obligation bonds 
Depreciation and amortization of 

$ 46,386 $ 40,249 

54,063 31,750 

1,057 1,240 

445 285 
148 148 

1,333:079 102 095 1,331:023 I3 672 

812,909 731,131 

703,220 443,925 

382,813 

23,364 

'"1)y;;' 

' 5,750 52 

1,631 7,658 

740 (21,251) 
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Cincinnati 
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FEDEKAL HOME LOAN HANK OF CINCINNATI 

STATEMENTS OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAKS ENDED DECEMBEK 31, 1984 AND 1983 

(In thousands) 

1984 1983 

FINANCIAL RESOURCES WERE USED FOR: 
Advances made 
Payments on maturing consolidated 

obl.igat ion bonds 
Payments on maturing consolidated 

obligation discount notes 
Increase (decrease) in investments 
Cash dividends paid on capital stock 
Increase in cash 
!iedempt ion of capital stock 
Decrease (increase) in securities sold 

under agreements to repurchase 
Additions to furniture, equipment and 

leasehold improvements 
Increase in deferred charge and other 

assets (net of amortization) 

TOTAL 

,See notes to financial statements. 

$1,295,107 $ 807,691 

868,000 881,000 

698,200 787,706 
409,364 

40,381 
'1;;';;;' 

17,668 26:527 
17,369 15,558 

16,035 (16,035) 

1,912 237 

1,569 949 

-6- 
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,ll~:[,l%Al, HOMII: IJAN HANK OF CINCINNATI . . 

NO’1’P:S ‘1’0 I’LNAN(: I AI, STATEMENTS 
Ilt~(:I1MHEt: 71 , 1984 AND 1987 -- - 

ORGAN I %A’l’I ON AND KI:LATtlD AGENClES 

The I~(:tl~~r;ll Home Loan Bank of Cincinnati (the Bank) , ;I 
f’cdr~rill ly ch;lr terccl corporation exempt from income tilxes, 
I !i on<‘ of the twelve I)ist:rict Federal Home Loan Btlnks 
(l~‘HI..H;~nks) which, together with their member institutions, 
compr i st’ the IWLHnnk System. The FHLHank System is 
designed to promote home ownership through the extension of 
credit to s;lvings and home financing institutions. Member 
institut.ions include al.1 federally chartered savi.ngs nnd 
lo;ln associations, all federally chartered savings banks, 
and ;11.1 institut:ions insured by the Federal Savings and 
1,oitn Insurilnce Corporation (FSLIC). Membership is also 
;~vnilabl.t! to qualifying institutions, such as state 
ch;lrLc?rcd, non-FSL1.C insured savings associations nnd 
savings banks. 

‘I’hc! FllLl5anks ;~re instrumentalities of the iederal 
g;ovcrnmcnt ; they itre owned by, and serve as central credit 
hanks for, mc?mhcr institutions. A principal source of 
f~lnds for the l.?HLB;lnks is the sale to the public of debt 
instruments (consol idated obligations) which ace the joint 
;ind several obligations of all FHLHanks. Other funds are 
provided by issuance of capital stock, all of which is 
owned by the FHLRnnks members, and member deposits. 

The I:tII.,Rank System is governed and regulated by the Federal 
llome Loan Bank Hoard (Hank Hoard) which is an independent 
Pcderal agency in the executive branch of government. The 
bnk Board is the chartering and regulatory authority for 
fudorol savings and I.oan associations and federal savings 
hiInks. The Hlrnk Hoard governs the Federal Home Loan 
MorLg;~ge Corporation (Mortgage Corporation) which is a 
secondary mortgege market facility. The principal. function 
of the Mortg;ige Corporation is to promote the fl.ow of 
capital into the housing markets by establishing an active 
sc~~ond~~rv market in residential mortgages. Further. the 
R;lnk l%o:l;d irlso governs the FSLIC wh‘icK insures the’ 
:iccounts of s;-lvers in federal 1.y insured saving and lonn 
ilasociiit ions and federal. savings banks. Bank Board 
c!xpenses are met through assessments to the FHLHanks and 
!.he FSLIC ;ind i3ssessments to member institutions for . . 
t~xarnlnet ton8. 

- 7 - 
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1. . SUMMAKY OI: SIGNIFICANT ACCOUNTING POLICIES 

The more significant accounting policies not described 
elsvwhcre in the notes to the financial statements are 
iis f’ol lows : 

Lnvcstments - Investment securities are carried at 
cost y--Yq-zted for amortization of premiums and 
accretion of d iscounts, and deferred gains and losses 
from hedging activities. Gains and losses on sales of 
securities are included in income Erom investments. 

Purniture, Equipment, and Leasehold Improvements - 
These assets are stated at cost less accumulated 
depreciation and amortization of $1,072,000 and 
$2,551,000 at December 31, 1984 and 1983, 
respectively. Depreciation and amortization are 
computed on the straight-line method over the estimated 
useful lives of the property or, for leasehold 
improvements over the estimated useful life oE the 
improvement or the remaining term of the lease, 
whichever is shorter. 

Improvements and m;ljor renewals are capitalized; 
ordinary maintenance and repairs are expensed as 
incurred. Gains and losses on disposals :ire included 
in other income. 

Federal Home Loan Bank Board Assessments - The Bank 
C?Xoenscs its ore rata share oE the Bank Board 
assessment for operating expenses during the year in 
which the assessment is levied. 

The R:ink Board has assessed the Bank For its portion of 
the cnst of the Bank Board’s office building in 
Washington, U.C. These payments are treated as a 
deferred charge and are amortized using the 
straight-line method over a twenty-five year period. 

I’HLHanks ’ Office of Finance Assessments - The FHLBanks’ 
mx Finance manages the Consolidated Securities 
E’untl ) the sale of consolidated obligations and certain 
accounting functions for the twelve FHLBanks as a 
group . Assessments for the Office’s operating costs 
are charged directly to expense when billed. 

Concessions on Consolidated Obligations - The amounts 
n llowed dealers in connection with the sale of 
consolidated obligation bonds are deferred and 
amortized on the straight-line method to the maturity 

- 8 - 
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of the obligations. However, the amounts applicable to 
the sale of consolidated obligation discount notes are 
charged directly to expense as incurred due to their 
short-term maturities. 

Discounts on Consolidated Obligations - 
Discount Notes - The discounts from the issuance of 
consolidated obligation discount notes are amortized to 
expense using the“straight-line method to the maturity 
of the related notes. 

Hedging - The Rank is engaged in an asset/liability 
management program that includes the use of hedges in 
the cash and financial futures markets. Gains and 
losses on hedge transactions are deferred and amortized 
using the level yield method over the term to maturity 
of the related hedged assets or liabilities. Deferred 
gains and losses are reflected as an adjustment of the 
carrying value of the related hedged assets or 
liabilities. 

Commitment Fees for Advances - Advance commitment fees 
are initially recorded as a deferred credit when 
received. Nonrefundabl.e fees of less than $5,000 are 
recognized as income immediately, and fees of $5,000 or 
more are amortized to income over the period of the 
commitment on the straight-line basis. Refundable 
commitment fees are deferred and are either recognized 
as income on the expiration date of the commitment or 
are refunded when the advance is made. 

CASH BALANCES 

Compensating RaLances - The Rank has agreed to maintain 
average collected cash balances with various commercial, 
banks in consideration for certain services. There are 
no legal restrictions under these agreements as to the 
wi thdtawal. of funds. The average compensating balances 
were approximately $7,200,000 and $5,400,000 at 
December 31, 1984 and 1983, respectively. 

In addition, the Bank maintains average collected 
balances with various Federal Reserve Banks and 
branches of approximately $75,000 for the years ended 
December 31, 1984 and 1.983. These average balances are 
required clearing balances and may not be withdrawn; 
however, earnings credits on these balances may be used 
to pay for services received from the Federal. Reserve. 

- 9 - 
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Pass-through Deposit Reserves - The Depository 
Institutions Deregulation and Monetary Control Act of 
1980 authorizes FHLRanks to act as pass-through 
correspondents for member institutions required to 
deposit reserves with the Federal Reserve. The amount 
shown as cash includes pass-through reserves deposited 
with Federal Reserve offices of $6,100,000 and 
$5,449,000 as of December 31, 1984 and 1983, 
resoectivelv. Member reserve balances are included 
under other’liabilities. 

3. INVESTMENTS 

Investments at December 31 
amortized cost, were as fo 

Federal Funds sold 
U. S. Treasury obligations 
Participation in the Federal 

Home Loan Ranks’ Consolidated 
Securities Fund 

Total. 

Federal Funds sold 
II. S. Treasury obligations 
Participation in the Federal 

Home Loan banks’ Consolidated 
Securities Fund 

Total 

1.984 and 1983, stated at 
lows : 

. . . . . . . . . 1984......... 
Hook Market 

Vslue Value 
(In thousanns) 

$1,185,000 $1,185,000 
92,830 94,152 

341,334 342,687 

g&&61.9,164 .gl&620_Lg39 

. . . . . . . ..1983......... 
Rook Market 

Value Value 
(rn thousand 

$ 830,000 $ 830,000 
124,454 123,483 

255,346 255,728 

The FHLHanks’ Consolidated Securities Fund (CSF) was 
established by the Rank Board to offer a centralized 
portfolio management system for securities owned by the 
FHLHanks. The CSF is managed by the Office of Finance 
of the FHLHanks and invests primarily in short-term 
money market instruments. 
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4 . ADVANCKS ‘I’0 MEMHIIKS 

At Dc!ccmbcr 31, 1984 and 1983, the advances outstanding 
to members had weighted average interest rates of 0 I 1 m 2 9 b il n tl 0 1 0 . 8 7 L , respectively, and mature at various 
dates, ;1s summilr ized below: 

. . . , . . .Decernber 31, 1984.. . . . . . . 
Yo;rrs of Amount Weighted Average 
M;1tur i ty (In thousands) Interest Rate 

1985 $1,476,903 1 0 . 8 8X 
1986 222,21.6 IL.62 
1987 400,613 11.86 
1988 4 1.6 , 9 0 4 11.04 
I989 124,608 12.17 . 
1390 - 1999 605,527 11.77 
‘1’0 1 H I 3,246,7/l. 
Deferred net (gain) 

from hutiging trans- 
act ions (Note I) 177) (I., 

‘IS0 t: ii 1 Ji.l.2 _= 4 “, ,,,5_94 

Y 

. . . . . . . December 31 , 1983.. . . . . . . . 
Years of Amount Weighted Average 
MaLur ity (In thousands) Interest Rate -- 

1984 $1,475,203 10. 31.X 
1985 456,062 1.0 . 6 7 
1986 160,944 11.. 77 
1987 267,917 12.02 
1988 346,675 10.92 
19x9 - 1993 576,765 11.65 

‘1’0 t: 3 1 j,iJ .2_8,3 n.Sti 

(Jutstilncl ing advances aggregating approximately 
$3,2~t6,800,000 a~ December 31, 1984 and $3,241,300,000 
ot Dcccmber 31 , 1983 were coIlateral.ized by pledged 
invcst’rncnt secur it ies and first mortgage loans. The 
capi tt.11 stock of the! ISank owned by borrowing members is 
:]I so pledged ;iS add it. ional collateral for outstanding 
adv;.tnct~.s. FtlLfSank System regulations permit a 
borrowing membt!r to physicnl.1.y retain coll.ateral 
ilssignerl to the Hank and, in such circumstances, the 
lnt?tnbC!r cxccutes il written security agreement and agrees 
to hold such collateral for the benefit of and subject 
LO the direction anti control. of the Bank. The Bank 
m;ly, howr!vcbr, rsquire 2 member to pl.ace physical 
posst!ssion of such co1 lateral with the Hank or its 
safekeeping ;tgcL’nt , 
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The Hank part icipated in the Community Investment Fund, 
a five-year advances program, from .June 1978 to June 
1.9 8 ‘3 * The program provided funds to members meeting 
eligibility criteria for active involvement in 
preserving and revitalizing older communities. As of 
Uecember: 71., 1984, advances of $251,960,100 were 
outstanding under this program with an average 
remaining maturity of 21 months at rates ranging from 
8.657, to 15.00%. These rates are .5X below the 
estimated cost of issuing consolidated obligations of 
comparable maturities at the time the commitments to 
advance funds were made. The subsidized cost of this 
program, if consolidated obligations had been issued at 
the time the commitments to advance funds were made, 
would have amounted to approximately $1,640,000 in 1984 
and $2,150,000 in 1983. 

5. INVESTMENT IN FEDERAL HOME LOAN MORTGAGE CORPORATION 

The investment in the Mortgage Corporation is stated at 
cost. and consists of 9,300 shares of $1000 par value 
nonvoting common stock redeemable at par, which 
represents 9.7% of the common stock outstanding, and a 
$4,650,(100 subordinated capital debenture, due June 20, 
1.987, The Mortgage Corporation paid a cash dividend of 
$7,626,000 in 1984 and $3,208,500 in 1983 to the Rank 
on its investment in the Mortgage Corporation common 
stock. The subordinated capital debenture issued on 
June 20, 1980, bears an i.nterest rate of 11.50% per 
annum, payable semiannually; may not be sol.d, 
transferred, exchanged or pledged without the express 
written consent of the Mortgage Corporation; is 
subordinated in right of payment to the prior payment 
in ful.1 of all other obligations and indebtedness of 
the Mar tgage Corporat: ion ; and may be redeemed in whole 
or in part on or after -June 20, 1985 at specified 
redemption prices at the option of the Mortgage 
Corporation. Interest of $53l4,750 was earned on the 
debenture for the years ended December 31, 1984 and 
1983. 

On December 6, 1984, the Mortgage Corporation created a 
new class of participati.ng preferred stock (preferred 
stock), par value $1.0 per share, and authorized the 
distribution of such preferred stock to the twelve 
FHLHanks of the FHLKnnk System and by those FHLRanks to 
their member institutions that were stockholders of 
record as of December 31.) 1984. 

- 12 - 
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The Hank received and distributed to its member 
institutions approximately 1,395,OOO shares or 9.3% of 
such preferred stock of the Mortgage Corporation. 

The Mortgage Corporation resolution that authorized the 
distribution of the preferred stock required that such 
preferred stock be distributed to the member 
institutions as a condition of the FHLBanks receipt of 
the stock. Because the FHLBanks did not have the 
benefits of ownership of the preferred stock at any 
time, for financial reporting purposes, it has not been 
reported as an asset or income of the Bank, or as a 
dividend by the Bank to the member institutions. 

In any future calendar year, unless and until dividends 
on the preferred stock in the aggregate amount of 
$10,000,000 have been declared and paid or set apart 
for payment, no dividends may be declared or paid or 
set apart for payment on the common stock of the 
Mortgage Corporation. Thereafter in such year, holders 
of outstanding preferred stock will be entitled to 
receive in the aggregate $90 in dividends for every $10 
in dividends paid on the common stock in the aggregate. 

CONSOLIDATED OBLICATIONS 

Consolidated obligations are the joint and several 
obligations of all the FHLBanks (see “Organization and 
Related Agencies” above). 
of the FHLBanks, 

The outstanding obligations 
including the pass-throughs to the 

Mortgage Corporation (see Note 11) were approximately 
$67,260,000,000 and $51,210,000,000 at December 31, 
1984 and 1983, respectively. Regulations require the 
FHLBanks to maintain in the aggregate, unpledged 
qualifying assets in an amount equal to the 
consolidated obligations outstanding. 
assets” 

“Qualifying 
are defined as cash, obligations of or fully 

guaranteed by the United States, collateralized 
advances, and federally insured or guaranteed 
mortgages. The FHLHanks were in compliance with this 
requirement at December 31, 1984 and 1983. 

The following is a summary of the Rank’s participation 
in consolidated obligation bonds at December 31, 1984 
and 1.983 (In thousands) : 

(See following page) 

- 13 - 
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Years 
of Maturity 

1985 
1.986 
1987 
1988 
1989 
1.990 - 1993 
Total 
Deferred net 

(Loss) from 
hedging 
transactions 

Total 

Due within one year 

Years 
of Maturity 

1984 
1985 
1986 
1987 
1988 1 
1.989 - 1993 1 

Total 

Due within one year 

December 31, 1984 
. ..*............. BOndS.............*.. 

Weighted 
Average 

Range of Interest 
CoupoG Rates 

8.100 - 15.000% 
9.550 - 15.750 
7.600 - 13.000 

10.150 - 11.625 
12.500 - 15.1.00 
10.750 - 12.500 

Rates Outstanding 

12.44% $ 867,000 
14.10 424,000 
10.09 142,000 
10.71 275,000 
13.13 84,000 
11.19 483,500 
12.15 2,2/5,506 

(1,013) 

$2.274,487 

..Discount Notes.. 
Book Par 

Value Value 

December 31, 1983 
,*...a........... Bonds................ 

Weighted 
Average 

Range of Interest 
Coupon Rates Rates Outstanding 

7.375 - 16.000% 12.24% $ 868,000 

k 
.:: 
.O. 

100 - 15.000 12.92 427,000 
550 - 15.750 14.69 299,000 
600 - 11.300 9.45 117,000 
150 - 11.625 10.67 225,000 
750 - 15.100 11.34 502,500 

12.20 

..Discount Notes.. 
Book Par 

Value Value 

- 14 - 
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8. 

9. 

(;RI:I)IT AVAI l,ARLE FICOM THE lJ . S. TKL:ASUllY 

Sect.ion 1 I(i) of 11hc Federal Home Loan Rank Act 
;luthorizrss the Secretary of the Treasury, in his 
d i s c r e t. i 0 n , to extcud credit: to the FHLHanks 
;Iggreg,ilL’ i ng not more than $4,000,000,000 ; the terms, 
cond i t ions, and interest. rate to he determined by the 
Secret nry of the Treasury. There were no outstanding 
borrow i rtgs from the U.S. Treasury during the two-year 
period ended December 71, 1984. 

(:Af”ITAI. 

The capital stock of’ the Honk has a par value of $1.00 
per share. CapiC;~l stock held by members in excess of 
Lhcir StillUtOry requirement may be redeemed at par 
value by the Hank or sold to other Rank members at par 
value provided the resul.ting stock transfer is recorded 
on the books of Lhe Bank. 

I<etained earnings of the Bank consist of undivided 
profits, il legal. reserve and a dividend stabil.ization 
reserve. The Hank must transfer 20’31 of its net income 
to the leg;11 reserve semiannually until the reserve 
c~quals the capital stock amount. Therenfter, 5% of the 
H;tnk’s net income must be allocated for this purpose. 

In 1984 and 1.983, dividends were permitted only to the 
(Axtent of current year’s net income, after statutory 
transfer, and the d ividentl stabil izat ion reserve and 
were iluthorized to be paid either annunlly or 
semi C9IIr\Uill 1 y . The FHLHanks were requested to retain in 
the dividend stabilization reserve for future years 
that portion of prcpaymcnt fee income which, if 
:il loc;~t.ed on :I pro ril ta basis over the maturity of the 
prep;3 id iiclvnnccs, would he allocated to future dividend 
periods. A8 authorized by the Hoard of Directors, 
d ividencls were paid in the form of cash in 1984 and 
1983, including amounts omorti.zed from the dividend 
stohil iz;ll ion reserve. 

The Hank is ;I participant in the? Financial Institutions 
Ret i remen t. Fund (FI KF) , and substantin1l.y all. of its 
off iccrs and employees itre covered by the Plan. The 
HiInk’s contributions are determined by FTRF and 
generally rcpresenl the norma cost of the Pl.an. 
Pension costs charged to other operating expenses were 
;ipproximately $423,000 in 1984 and $392,000 in 1.98’3. 

- 15 - 
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The Hank’s policy is to fund pension costs as accrued. 
FIRF does not segregate the assets, liabilities, or 
costs by participating employer. As a result, 
disclosure of accumulated vested and nonvested benefits 
and net assets available for benefits as required by 
Statement of Financial Accounting Standards No. 36 
cannot be made. According to FLRF’s administrators, as 
of June 30, 1984, the date of the last actuarial 
valunt ion, the book and market values of the fund 
assets exceeded the value of the vested and nonvested 
benefits in the aggregate. 

Commitments for advances to members totaled $68,264,000 
at. December 31, 1984 and $143,541,000 at December 31, 
1983. 

Net rental costs of approximately $2,344,000 in 1984 
and $2,008,000 in 1983 for premises and equipment have 
been charged to operat ions. Future minimum rentals are 
as follows (In thousands): 

Premises 

1985 $ 1,609 
1986 1,629 
1987 1,609 
1.988 1,548 
1989 1,484 
1990- 1994 6,402 

Total 

Equipment Total 

$1,124 $ 735 ;a; 

229 I.;838 
11 I) 559 

9 1,493 
6,402 

The lease agreements for the Bank’s premises provide for 
increases in the basic rentals resulting from increased 
property taxes and maintenance expense. 

Interest Rate Swaps - An interest rate swap is a 
contractual interest exchange agreement in which, for a 
predetermined period, one party agrees to make periodic 
Fixed interest rate payments to another party in return 
for receiving variable interest rate payments. At 
December 31, 1984, the Bank had outstanding $15,000,000 
in underlying notional principal of interest rate swap 
agreements. The net interest expense amounted to 
appcox imetely $47,000 for 1984. 



I- 

ll.. CONTINGENCIES 

As provided for in Section 306(c) of the Federal Home 
Loan Mortgage Act, the Bank Board has provided for the 
guarantee by the FHLBanks of certain borrowings of the 
Mortgage Corporation from the Federal Home Loan Bank of 
New York. Each of the FHLBanks participates in the 
guarantee in proportion to its investments in the common 
stock of the Mortgage Corporation (see Note 5). At 
December 31, 1984 and 1983, the FHLBanks have guaranteed 
$1,790,000,000 and $2,290,000,000, respectively, of the 
Mortgage Corporation’s borrowings from the Federal Home 
Loan Hank of New York in the form of pass-throughs of 
the proceeds of certain consolidated obligation bonds. 

Outstanding standby letters of credit totaled $1,810,000 
itt December 31., 1984. 

I 
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1400 Lirlcoln Plaza 
LB#4 
Dallas. Texas 75201 
(214) 954-4500 Telex 732648 
Wr~ter’s Direct Dual Number 

AUDITORS OI'ZNION -.-._ -.--. 

'I%e Federal Home Loan Bank Board 
Washington, D.C. 

We have examined the statements of condition of the 
Federal Home Loan Bank of Dallas as of December 31, 1984 
and 1983, and the related statements of income, capital 
BCCoUntS, and changes in financial position for the years 
then ended. Our examinations were made in accordance with 
generally accepted auditing standards and the standards 
for financial and compliance audits contained in the 
Standards for Audit of Governmental Organizations f- 
E-ams, Activities, and Functions as promulgate$ by the 
Compt%!ler General of the United States and, accordingly, 
included such tests of the accounting records and such 
other auditing procedures as we considered necessary Fn 
the circumstances. 

In our opinion, the financial statements present fairly 
the financial position of the Federal Home Loan Bank of 
Dallas at December 31, 1984 and 1983 and the results of 
its operations and the changes in its financial position 
for the years then ended, in conformity with generally 
accepted accounting principles applied on a consistent 
basis. 

January 28, 1985 

I ” *  . , _ .  . . , . . ,  “ . ”  . . _  
. . I _  .  . . - . . - . . .  - . . .  .  . . _  .  .  -_-_- __l_l” 
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IK,,Y:HAL t,,JHK I.W.N BANK Up’ I)hLl.A:i 

STM’EhtENT’i OF UJNIlITI(IN, IJKCW4Hbl( 31, IYRb AND ,19HJ _, ,. ._ _ _ .._ _ __ _ _ .- ._ _ 

$ 76O,Y45 $ 55.214 

7,297,156 I .RD2,534 

5,RR0.903 3,813,7Hl 

310,000 1 RIJ ) 000 

llR.940 h3,YhR 

10,752 10,732 

10.1OD 10,700 

4,113 ‘3 ,091 

7,075 2,lYO 

5.343 1, ho6 

.^. 

$R,.H99.,R%I, 5s.043.317 

I.1 AR ILITIFS AND CAPI-T.A.k- ___ _.... -_ 

I.IABILITICS: 
“ember depo8ite: 

IJemnnd end overnight 
Term 

Total depnnito 

Loans from other Federal Home 
Lnnn BtlllkH 

NOTES l9R4 198’) 
(Ii thounendo) 

S2.706,llR $1,019,861 
--...?4”1! ‘1’ _.._ Sh,.U’.L 

3,046,655 1,076,7’JH 

5 h25,OOO 704,593 

7 
3,445,075 ? ,601,000 

YHl,l45 HD%.ll4 

174,ROl 93,463 

2 95,230 3 3 , 1 Ob 

1,122 601 

3 556. _ _....._ L-1. 1 480 --... -- 1. 

8 17H SYO ___ I..-. .> _._ . -.s 343 003 1 2. 

CONTINGENCIES AND COMHITMLNTS 7, 11, 12 

CAPITAL: 

capltnl stock, $100 par value _ ___ 563 _. .,.. 778 -... -..... 471,h,hl 

Heteined eerningn: 
I.q,el rCRer”P 
,,ividend ntnbillzatian reserve 
IJndividt’d profits 

101.633 UZ,39l 
45,H?h 35,111 
1 o,oqc: --- .._ I.0 ,‘!?J 

Total rctainrd Fernlnpn 

Total cs,>lCal 

Is 7,4_59 12.7 563 _ .- ..I- 

721.231 hO0) 924 

TOTA,. LIAHILITIES ANI1 CAPITAL s.ui99.,tu 52*9”%Lw 
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FEDEXAI~ HOME LOAN BANK OF DALLAS I.- - --. - -.-.-.. I .-.- .-_-- -_- 

STATEMENTS OF lNCOME 
FOR THE YEAKS ENDED DECEMBER 31, 1984 AND 1983 l"_"l .I --_ .-.-.."~.--- 

NOTES 1984 1983 
-( thousand 

INCOME : 
Interest and fees on advances to 

members 
Interest on loans to other FHLBanks 
Income from investments 
Inttirest and dividends from Federal 

Home Loan Mortgage Corporation 
Income from services to members 
Income from prepayment fees 
Other income 
Total income 

$559,212 23,604 "4:;Jg 

215,532 165 :592 

6 5,967 2,737 
6,305 4,220 
4,238 16,257 

228 
sls,o86 

EXPENSES : 
Interest and concessions on 

consolidated obligations 
interest on deposi.ts 
Interest on loans from other FHLHanks 
Other interest 
Bank Board assessments 
FKLHar1ks' Office of FFnance 

assessments 
Other operating expense 
Total expenses 

465,356 402,423 
176,971 83,200 

60,756 26 5793E 
1,030 792 

346 333 
10 

NET LNCOMh: $,96,211 $ 85,376 

See notes to financial statements. 

I 
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FEDERAL HOME LOAN HANK OF DALLAS __. ., _ _ .__-.--.-..- -.... -_-” -._------_--l- 

STATEMENTS OF CAPITAL ACCOUNTS 
FOR THE YFAftS ENDED DECMBAK 31, 19R4 AND 1983 _._-_-_.- .---.--- _- -- --- “..-...- 

(in thouaanda) 

BALANCE, DECEMBER 31, 1982 

Proceeds from sale of capital stock 
Redemption of capital Rtock 
Net income for 1983 
Statutory trawfer (Note 9) 
Trnriafer to dividend stabilization 

wnerve 1983 (Note 9) 
Cash dividend8 on capital stock (Note 9) 

BALANCE, DECEHBER 31, 1983 

Proceeds from sale of cepital stack 
Rcdrmption of capital atnck 
Nrt income for 1984 
Statutory transfer (Note 9) 
Transfer to dtvtdend stebilization 

r@Rerve 19W4 (Note 9) 
CnRh dividenda on capital stock (Note 9) 

BALANCE, DECEMBER 31, 1984 

I_ Capital Stock 

Par 
Shares value ---- -- 

4,388 $438,810 

775 77,481 
(436) (43,630) 

4,727 472,661 

991 99,126 
(80) (8,009) 

-- 
5&2 Q563.778 

Retatned Earnings 
Dividend 

Legal stabilization Undivided 
reserve reserve __ profits 

$ 65,316 $17,583 $ 10,000 

85,376 
17,075 (17,075) 

17,589 ‘;;B;;;{ 
I 

82,391 35,172 10,000 

96,211 
19,242 (19,242) 

10,654 Up] 
, 

5_101,633 !t!i.k. so0 __- 

See notea to financial statements. 

---_L--l__.__l.---~-- 
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FF:l’>BKAL HOME LOAN UANK OF DALLAS .-_ __-~~-_-- 

STATEMENTS OF CHANGES IN FINANCIAL POSITION 
FOK THE YEARS ENDIX) DECEMBER 31 1984 AND 1983 . ..-. I. ” .-._ ------“-.---A-.------.-- ~~_ 

FINANCIAL RESOURCES WERE PROVIDEI) BY: 
Operot lCnl!i : 

Net. income 
Nnncanh charms to income: 

Depreciation end mD*rtizetlon of 
bank premlaes, furniture, 
equipment and leasehold 
imprnvemencs 

Amorilzstlon of concessions on 
consolidated obli8ations - bonds 

AmortFzntion of discount an 
con#olidated obli8atione - dia- 
count notes 

Amortizetim of deferred 
charges - Bank Board coat of 
quarcer~ and other capital 
Wtp@nditUtX2ti 

Amortiztition of discount on 
cnnRolidat.ed obliBations - bond8 

Other 
Total from operations 

Net proceed@ from issuance of con- 
snlideted ohli8atlonfi: 
Bonds 
Discount note8 

Advances repaid 
Proceeda from sale of ceoitnl stock 
Nrt increase in aembera”deposits 
Increase in pass-throu8h deposit 

rrser”eD 
Increase (decrease) in accrued interest 

plYtIblC? 
Net increase in other liabilities 

and unearned commitment end service 
ferfi 

TOTAL 

r 

FINANCIAL HESOUHCES WERE USED FOK: 
Payment6 on maturing consolidated 

ohli8atione: 
Bonds; 
nFacnunt notes 

Advrnccli wide, net of deferred gain 
or lolifi on hedging rranfisctionx 

Redemption of capital etock 
Cash dividends paid on capital stock 
Nrt rdditione to bank premises, 

rutn1ture, equipment end leasehold 
improvements 

Net increa&e In lnvastments 
Increase in accrued intereet 

receivable 
Net change in loans to/from other 

FWLBenks 
Incree~e in other aseats 
Increase in cash 

TOTAL 

1984 1983 
----Tin thousands) 

$ 96,211 $ 05,316 

615 

1,353 

112,556 57,714 

115 

434 
59 

11,323 

1,721,192 
2,108,4ll 

14,338,208 
99,126 

1,969,917 

62,126 

81,344 

3,473 1,214 

$ 2 o”Ez”,:: s , 

16,405,330 
8,009 

66.315 

633 
494,622 

54,372 

409,593 
3,783 

205,731 

359 

2,385 

116 

145.m 

973,990 
1,580,769 
5.087,623 

77,481 
41,675 

24,624 

(1,899) 

sy;m; 
, I 

4,906,775 
43,630 
50,712 

10,459 
799,570 

9,915 

set- n*tes t” financial Bt.%teme”cs 

--~-_ 
- 5 - 
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FEDERAL HOME LOAN B_ANK OF DALLAS 

NOTES TO FXNANCIAL STATEMENTS 
FOR THE YEARS ENDED DECEMBEK 31, 1984 AND 1983 -m--e----- 

OKGANIZATION AND RELATED AGENCIES . . ..---. 

The Federal Home Loan Bank of Dallas (the Bank), a 
federally chartered corporation exempt from income 
taxes, is one of the twelve District Federal Home Loan 
Banks (FHLBanks) which, together with their member 
institutions, comprise the FHLBank System. The 
FHLBank System is designed to promote home ownership 
through the extension of credit to savings and home 
financing institutions. Member institutions include 
all federally chartered savings and loan associations, 
all federally chartered savings banks, and all 
institutions insured by the Federal Savings and Loan 
Insurance Corporation (FSLIC). Membership is also 
available to qualifying institutions, such as state 
charted, non-FSLIC insured savings associations and 
savings banks. 

The FHLBanks are instrumentalities of the federal 
government; they are owned by, and serve as central 
credit banks for, member institutions. A principal 
source of funds for the FHLBanks is sales to the 
public of debt instruments (consolidated obligations) 
;k;;,;;e the joint and several obli ations of all 

. Other funds are provided % y issuance of 
capital stock, all of which is owned by the Banks' 
members, and member deposits. 

The FHLBank System is governed and regulated by the 
Federal Home Loan Bank Board (Bank Board) which is an 
independent federal agency in the executive branch of 
government. The Bank Board is the chartering and 
regulatory authority for federal savings and loan 
associations and federal savings banks. The Bank 
Board governs the Federal Home Loan Mortgage 
Corporation (Mortgage Corporation) which is a 
secondary mortgage market facility. The principal 
function of the Mortgage Corporation is to promote the 
flow of capital into the housing markets by 
establishing an active secondary market in residential 
mortgages. Further, the Bank Board also governs the 
FSLIC which insures the accounts of savers in 
federally insured savings and loan associations and 
federal savings banks. Bank Board expenses are met 
through assessments to the FHLBanks and the FSLIC and 
assessments to member institutions for examinations. 

-6- 
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1. SUMMARY OF SIGNIFLCANT ACCOUNTING POLICIES 

The more significant accountLng policies not described 
elsewhere in the notes to the financial statements are 
as follaws: 

Investments - Investment securities are carried at I.-_--.I" -- 
cost., a-ted for amortization of premiums and 
accretion of discounts, and deferred gains and losses 
from hedging activities. Gains and losses on sales of 
securities are included in income from investments. 

Bank PPemFses, Furniture, Equipment and Leasehold 
!K&?hii;;~S -mese assets are stated at cost less 

deprecFati.on and amortization of 
$1,161,000 and $698,000 at December 31, 1984 and 1983, 
respectively. Depreciation and amortization are 
computed on the straight-line method over the 
estfmated useful lives of the property or for 
leasehold improvements over the life of the lease. 

Maintenance and repairs are charged to expense, except 
that major repairs whish extend the useful lives of 
the assets are capitalized. The cost, less 
accumulated depreciation, of assets sold or retired is 
eliminated from the accounts in the year of disposal 
and the related gain or loss is included in the 
statements of income. 

Federal Home Loan Bank Board Assessments - The Bank ---- 
expenses its pro rata share of the Bank Board 
assessment for operating expenses during the year in 
which the assessment is levied. 

r 

The Bank Board has assessed the Bank for Fts portion 
of the cost of the Bank Board's office building in 
Washington, D.C. These payments are treated as a 
deferred charge and are amortized using the 
Btraight-line method over a 25-year period. 

The Bank Board also assesses the Bank for its portion 
of the cost of capi.tal expenditures for furniture, 
equipment, and furnishings for the Bank Board's 
building. Payments against these assessments are 
treated as a deferred charge and amortization is 
computed using the straight-line method over a 5-year 
period. 

FhLBanks Office of Finance Assessments - The 
EHmnks'Office of Finance manages the Consolidated 
Securities Fund, the sale of consolidated obligations 
and certain accounting functions for the FHLBanks as a 
group. Assessments for the Office's operating costs 
are charged directly to expense when billed. 

- 7 - 
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Concessions on Consolidated Obligations - The amounts 
ami-dat?rs connection with the sale of consolidated 
obligation bonds are deferred and amortized on the 
straight-line method to the maturity of the obligations. 
However, the amounts applicable to the sale of consolidated 
oblLgation discount notes are charged directly to expense 
as incurred because of their short-term maturities. 

Discounts on Consolidated Obligations - Discount Notes - 
Thecounts from the issue of consolidated obligation 
discount notes are amortized to expense using the 
straLght-line method to the maturity of the related notes. 

_Hedging - The Bank is engaged in an asset/liability 
management program that includes the use of hedges in the 
cash and financial futures market. Gains and losses on 
hedge transactions are deferred and amortized using the 
level yield method over the term to maturity of the related 
hedged assets or liabilities. Deferred gains and losses 
are reflected as an adjustment of the carrying value of 
hedged assets or liabilities. 

CommFtment fees for advances - Advance commitment fees are 
'Initially set up as a deferred credit when received and are 
amortized to income over the period of the commitment on 
the straight-line basis. Refundable fees are deferred 
until the commitment expires or the advance is made. 

Reclassifications - Certain amounts for 1983 have been 
reclassified to conform with the 1984 presentation. 

2. CASH BAI.,ANCES 

Compensating Balances - The Bank has agreed to maintain 
average collemcash balances with various commercial 
banks in consi.deration for certain services. These 
arrangements are informal and there are no legal 
restrictions as to the withdrawal of funds under these 
agreements. While during 1984, the average compensating 
balances were approximately $1,800,000, as of December 31, 
1984 the Bank was not required to maintain any compensating 
balances. The average compensating balances were 
;;g;oximately $2,000,000 for the year ended December 31, 

Pass-through Deposit Reserves I The Depository Institutions 
Deregulation and Monetary Control Act of 1980 authorizes 
FHLBanks to act as pass-through correspondents for member 
institutions required to deposit reserves with the Federal 
Reserve. The amount shown as cash includes pass-through 
reserves deposited with Federal Reserve offices of 
$95,230,000 and $33,104,000 as of December 31, 1984 and 
1983, respectively. 

- 8 - I 
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3. INVESTMENTS 

A comparison of book and estimated market values of 
investments at December 31 follows: 

1984 
Book Value Market Value 
'(thousands) 

U.S. Treasury obligations 
Federal funds sold 
Term funds sold 
Bankers' acceptances 
Certificates of deposi.t - 

domestic 
CertFficates of deposit - 

Eurodollars 
Hedge SecuritFes - Advances 
Participation in the 

FHLBanks' Consolidated 
Securities Funds* 

Total 

U.S. Treasury obligations 
Federal funds sold 
Term funds sold 
Bankers' acceptances 
Certifixates of deposit - 

domestic 
Certifixates of deposit - 

Eurodollars 
Deferred gain from hedging 

activity 
I Participation in the 

FHLBanks' Consolidated 
Securities Funds* 

I 
Total 

$1 41;1;% $1 4‘x: 
' ;p; ' SO:000 

, 78,420 

30,000 30,023 

30,003 30,291 
124,330 127,261 

455,073 455,056 

$2.297.156 $2,300,917= 

1983 
Book Value Market Value 

(in thousands) 

315,645 317,697 

$1,805,37-fj $1.802.534 

*'The FliLEtanks' Consolidated Securities Fund (Fund) was 
established by the Bank Board to offer a centralized 
portfolio management system for securities owned by 
FHLBanks. The Fund is managed by the Office of 
Finance of the FHLBanks and invests primarily Fn 
short-term money market instruments. 
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4. ADVANCES TO MKMHEKS 

At December 31, 1984 and 1983 the Bank's advances 
outstanding to members had interest rates ranging from 
8.35% to 17.30% and from 7.25% to 17.50%, respectively, 
as summarized below: 

Year of Maturity ~----.~-- 

1985 
1986 
1987 
1988 
1989 
1990-1999 
Tt,rtal 

Deferred Net Gain 
from Hedging Trans- 
actions (Note 1) 

Overdrawn demand 
deposit accounts 

Total 

Year of Maturity ---*..l-~ ~ 
1984 
1985 
1986 
1987 
1988 
1989-1993 
Total 

Deferred lJet Loss 
from Hedging Trans- 
actions (Note 1) 

Overdrawn demand 
deposit accounts 

Total 

December 31, 1984 
Amount Weighted Average 
jin thousands) Interest Kate _ 

$3,;48;,8"5"; 10.26% 

399:909 12.14 12.95 
277,834 11.96 
340,707 11.64 

--d-3% 
(1,091) 

9,520 

$5.8_809Q3. 

11.74 
11,oo 

December 31, 1983 
~XGiiint 
(in thousands) 

Weighted Average 
Interest Rate 

11.39% 
11.86 
12.33 

275,819 13.51 
256,285 12.12 
785,501 11.61 

, , 11.77 

124 

-- 24,934 

$3.813.781 . ---_ 

and first mortgage loans. The capital stock of the 
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bank owned by borrowing members Fs also pledged as 
addLtEona1 collateral for outstanding advances and for 
the overdrawn demand deposit accounts. FHLBank System 
regulations permit a borrowing member to physically 
retain mortgage collateral assigned to the Bank, and 
in such circumstances, the member executes a written 
securFty agreement which describes the type of 
collateral. and agrees to hold such collateral for the 
benefit and subject to the direction and control of 
the Bank. The Hank may, however, require a member to 
place physical possession of such collateral with the 
Bank or i.ts safekeeping agent. 

The Bank partFci.pated in the Community Investment 
Fund, a five-year advances program from June 1978. 
The program provided funds to members meeting 
eligibility criteria for active involvement in 
preserving and revitalizing older communities. As of 
December 31, 1984 advances of $128,595,000 were 
outstnnding under this program with an average 
original maturity of three to four years at rates 
ranging from 9.00% to 15.00%. These rates are l/2 of 
1 percent below the estimated cost of issuing 
consolidated obligations of comparable maturities at 
the time the comml.tments to advance funds were made. 
If consolidated obligations had been issued at the 
time the commitments to udvance funds were made, the 
net interest cost of this program would have 
approximated $833,000 in lY84 and $1,268,000 in 1983. 

LOANS TO (FKOM) OTHER FEDEKAL HOME LOAN BANKS 

The following is a summary of loans to (from) other 
FHLHanks at December 31: 

Loans to Other Federal Home Loan Banks . . "" ._. _ ..-.- _..._.. - .-_ 
lI-?xG -' 1983 ._." ."--*.._-l_ -.__--.- _-..- --- --..-- -- 

Wxghted Weightea 
Average 

Year of 
Average 

Principal Interest Year of Principal Interest 
Mnt"ricY Amount Rate Maturit Amount Rate ...I.-_" _ ---""_-. --- __- 

(in"Xiousan;Is) 4 in-Tousands) 

1985 
lY86 
1987 
lYY% 
19Y4 

Tot a 

30,000 9 -48% 1985 9.48% 
lOO,OUO 9.57 1986 "1ixE 9.57 

80,000 10.54 1987 5o:ooo 10.05 
50.000 11.90 

- - 

- 11 - 



-. .-...- . . . ..- . .._ .--_.--.-_.. ..- .__. ______ ---.----___I___ -.---_1----- ----.-_ I.I__.. .-- ._._ ~._ 

IhllklS ‘I ‘, 

Loans From Other Federal Home Loan Banks --- -- 
1984 1983 --~--. -- 

WeFg6m Weighted 
Average 

Year of 
Average 

Principal Interest Year of Principal Interest 
Maturity ~,$m~;~~sands~ate Maturity Amount Kate 

(in thousan'as)- 

1985 $2:; 4;; 9.50% 1984 $279,593 9.11% 
1986 

11o:ooo 
9.95 1985 250,000 9.50 

1987 9.91 1986 15,000 9.95 
1989 ___ 50,000 11.00 1987 110,000 9.90 

1989 50,000 11.00 

Total $gG&J!OO ..A - __-a7 Total $7(34,593 

6. INVESTMENT IN FEDERAL HOME LOAN MORTGAGE CORPORATION 

The investment in the Mort a e Corporation is stated 
at cost and consists of 6, 0 shares of nonvoting I48 
common stock, par value $1,000, redeemable at par 
value (common stock), which represents 6.8% of the 
common stock outstanding, and a $3,400,000 
subordinated capital debenture, due June 20, 1987. 
The Mort age Corporation declared dividends of 
$5,576,080 in 1984 and $2,346,000 in 1983 to the Bank 
on its investment in the Mortgage Corporation common 
stock. 

The subordinated capital debenture issued on June 20, 
1980, bears an interest rate of 11.50% per annum, 
payable semiannually; may not be sold, transferred, 
exchanged or pledged without the express written 
consent of the Mortgage Corporation; is subordinated 
in right of payment to the prior payment in full of 
all other obligations and indebtedness of the Mortgage 
Corporation; and may be redeemed in whole or in part 
on or after June 20, 1985 at specified redemption 
prices at the option of the Mortgage Corporation. 
Interest of $391,000 was earned on the debenture for 
each of the years ended December 31, 1984 and 1983. 

On December 6, 1984, the Mortgage Corporation created 
a new class of participating preferred stock 
(preferred stock) and authorized the distribution of 
such preferred stock to the 12 District Banks of the 
Federal Home Loan Bank System and by those District 
Banks to their member institutions that were 
stockholders of record as of December 31, 1984. 

The Bank received and distributed to its member 
institutions 1,019,752 shares which represented 6.8% 
of such participating preferred stock of the Mortgage 
Corporation. 

- 12 - 
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The Mortgage Corporation resolution that authorized 
the distribution of the preferred stock requires that 
the preferred stock be distributed to the member 
institutions as a condition of the Bank's receipt of 
the stock. Because the Bank did not have the benefits 
of ownership of the preferred stock at any time, for 
financial reporting purposes, it has not been reported 
as an asset or income of the Bank, or as a dividend to 
the member institutions. 

In any future calendar year, unless and until 
dividends on the preferred stock in the aggregate 
amount of $10 million have been declared and paid or 
set apart for payment, no dividends may be declared or 
paid or set apart for payment on the common stock of 
the Mortgage Corporation. Thereafter in such year, 
holders of outstanding preferred stock will be 
entitled to receive in the aggregate $90 in dividends 
for every $10 in dividends paid on the common stock in 
the aggregate. 

7. CONSOLLDATED OBLLGATIONS 

Consolidated FHLBank Obligations are the Joint and 
several obligations of all FHLBanks (see 'Organization 
and Related Agencies" above). The outstanding 
obligations of the FHLBanks, including the 
pass-throuIhs to the Mortgage Corporation (see Note 
13), were 8 67,257,000,000 and $51,209,000,000 at 
December 31, 1984 and 1983, respectively. RegulatFons 
require the FHLBanks to maintain in the aggre ate, 
unpledged qualifying assets in an amount equa f to the 
consolidated obligations outstanding. 
assets" 

"Qualifying 
are defined as cash, obligations of or fully 

guaranteed by the United States, collateralized 
advances, and federally insured or guaranteed 
mortgages. The FHLBanks were in compliance with this 
regulation as af December 31, 1984 and 1983. 

The following is a summary of the Bank's participation 
in consolidated obligations at December 31 (in 
thousands): 

- 13 - 
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.--..--.-------A December 31 1984 
Bonds 

Years of 
---_.-_ 

Range of Weigh'ted A 
~--" 

verage 
Maturity ___-._---_ Coupon Rates -~. ---- Interest Rates- Outstanding 

1985 7.375-14.700X 11.33% $1 
1986 9.875-16.400 13.63 

M&,0";; 

1987 7.600-13.300 12.19 763;OOO 
1988 10.150-14.200 11.14 155,000 
1989 10.600-15.100 12.40 363,000 
1990-1993 10.700-12.500 11.45 570,000 
Deferred Net 

Gain from 
Hedging 
Transactions 75 

Total $3 -445.011 -5 

Discount Notes _- 
BookValue Par Value -- 

Due within one year $986,334 $1,012,450 
Deferred Net Gain 

from Hedging 
Transactions 811 

Tot a 1 i$iizaa 

December 31, 1983 _"_ ,_____.- --l----.-- 
Bonds 

Years of 
_ "-Kanpe--o~' 

Weighted Average 
Maturi.ty. Coupon Kates Interest Rates -___ _ -_____ .---- Outstanding 

1984 7.375-16.4002 13.37% 
1985 8.125-14.700 11.84 

$ ;;;c; 

1986 11.300-16.400 14.76 3451000 
1987 7.600-11.350 10.95 323,000 
1988 10.150-14.200 11.20 155,000 
1989-1993 10.600-15.100 
Total 

11.94 

Discount Notes 
--'SookValue Par Value _-~ -~ 

I)uc within one year ,$.Lu..gT $864.100 

8. CKtil,IT AVAILABLE FKOM THE U.S. TKEASUKY 

Section 11(i) of the Federal Home Loan Bank Act 
authorizes the Secretary of the Treasury, in his 
discretion, to extend credit to the FHLBanks 
aggregating not more than $4 billion, the terms, 

- 14 - 
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conditions, and interest rate to be determined by the 
Secretary of the Treasury. There were no outstanding 
borrowings from the U.S. Treasury during the two-year 
period ended December 31, 1984. 

9. CAPlTAL 

The capital stock of the Bank has a par value of $100 
a share. Capital stock held by members in excess of 
their statutory requirement may be redeemed at par 
value by the Rank or sold to other Bank members at par 
value provided the resulting stock transfer is 
recorded on the books of the Bank. 

Retained earnin 
profits, a lega f 

s of the Bank consists of undivided 
reserve, and a dividend stabilization 

reserve (DSK). The Bank must transfer 207, of its net 
Income to the legal reserve semiannually unti.l the 
reserve equals the capital stock amount. Thereafter, 
5% of the Rank's net income must be allocated for this 
purpose. 

In 1983 and 1984 dividends were permitted only to the 
extent of current year's net income (after statutory 
transfer) and the DSK and were authorized to be paid 
either annually or semiannually. In addition, the 
Bank Board required that the Bank retain in the DSR 
that portion of income from prepayment fees which, if 
allocated on a pro rata basi.s over the maturity of the 
advances prepaid, would be allocated to future 
dividend eriods. Dividends ma 
of capita P stock If authorized i: 

be paid in the form 
y the Board of 

Directors. 

IO. EMPLOYEE RETIREMENT PLAN 

'The Bank is a participant in the Financial 
Institutions Retirement Fund (FIRF) and substantially 
all of its officers and employees are covered by the 
Plan. The Bank's contributions are determined by FIKF 
and generally represent the normal cost of the Plan 
(unfunded prior service costs are not significant). 
Pension costs charged to other operating expenses were 
$194,529 in 1984 and $164,420 in 1983. The Bank's 
policy is to fund pension costs as accrued. FIRF does 
not segregate the assets, liabilities, or costs by 
participating employer. According to the FIRF 
administrators, as of June 30, 1984, the date of the 
latest actuarial valuation, the book and market values 
of the fund assets exceeded the value of vested 
benefits in the aggregate. 

- 15 - 
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11. COMMITMKNTS 

Rental expenses of $1,637,000 in 1984 and $1,348,000 
in 1983 for premises and equipment have been charged 
to other operating expense. Future minimum rentals 
are as follows (in thousands): 

1985 1986 

1987 
1988 
1989 

Premises -- 

$ 561 518 

463 
155 

76 

Equipment Total -- 

$: 9;;: 

1;630 
155 

76 

12 

Total $6.187 
Commitments for advances to members totaled 
$843,946,000 at December 31, 1984 and $295,159,000 at 
December 31, 1983. 

Znterest Kate Swaps - An interest rate swap is a 
contractual interest exchange agreement in which, for 
a predetermined period, one party agrees to make 
periodic fixed interest rate payments to another party 
in return for receiving variable interest rate 
payments. At December 31, 1984 the Bank had 
outstanding $1,361,000,000 in underlying notional 
principal of interest rate swap agreements. The net 
interest income resulting from interest rate swavs. 
included in income from investments, amounted to* . 
$3,457,000 for 1984. 

CONTINGENCIES 

As provided for in Section 306(c) of the Federal Home 
Loan Mortgage Corporation Act, the Bank Board has 
provided for the guarantee by the FHLBanks of certain 
borrowings of the Mortgage Corporation from the 
FHLBank of New York. Each of the FHLBanks 
participates in the guarantee in proportion to its 
investments in the common stock of the Mortga e 
Corporation (see Note 6). At December 31, 19 4 the 8 
FHLBanks have guaranteed $1,79O,OOO,OQO of the 
Mortgage Corporation's borrowings from the FHLBank of 
New York in the form of pass-throughs of the proceeds 
of certain consolidated obligations. 

Outstandin? standby letters of credit totaled 
$34,589,008 at December 31, 1984. 

- 16 - 
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13. SUBSEQUENT EVENT 

On Janusry 3, 1985, the FHLBanks issued $200,000,000 
consolidated bonds at 11% due December 27, 1989. 
Interest is payable annually commencing December 27, 
1985. The bonds are the joint and several obligations 
of all. twelve FHLBanks. 

The Bank's participation in the consolidated bonds 
issued January 3, 1985 is $22,000,000. 

. 

- 17 - 
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Des Moines 
- - - - - - - . - X _ . - - - - -  - _ . .  

l”“---..- -._. _“. I, ., .-_I__ .-____ -----~~-- --. 

Deloitte 
HaskitwSells 

1200 Carriers Bufldbng 
Des Momes. IOWR 50309 
(515) 288-1200 
Cable DEHANDS 

AUDITDHS' OF'1NIDN .-__-__-- ---.. -.. 

Federal Home Loan Bank Board 
Washington, D.C. 

WE have examinea the statements of condition of the Federal 
Home Loan sank of Des Moines as of December 31, 1484 and 
1903, and the relatecl statements of income, capital accounts, 
and changes in financial position for the years then ended. 
Our examinations were made in accordance with generally ac- 
cepted auditing standards and the standards for financial and 
compliance audits contained in the Standaros for Audit of -- - 
Governmental Organizations, f’~“~~- a-~-~~~ “, big rcGc I_ 6 y ..- EFe Programl;~rA~~~~,i,"ie,SFt~"~~d c o “, p t r o 

'STCTtXs and, accordingly, included such tests of the account- 

ing records and such other auditing procedures as we con- 
sidered necessary in the circumstances. 

In our opinion, such financial statements present fairly the 
financial position of the Federal Home Loan Bank of Des 
Moines at December 31, 19&4 and 1463 and the results of its 
operations and the changes in its financial position for the 
Years then ended, in conformity with yenerally accepted ac- 
counting principles applied on a consistent basis. 
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-------_-____. --.- ----- --.l__..“.-.-- ---- -e--........ -.--_ -l.-” 

Des Moines 9 @ 8, 

( I  I . _ . - - - - -  

FEDEHAL HOME LOAN BANK OF DES MOINES - 

STATEMENTS OF CONDITIUN 
DECEMBER 31, 1984 AND 1983 

ASSETS NOTES 1984 1983 
(in thousands) 

Cash 

Investments 

Advances to members 

Loans to other Federal Home 
Loan thanks 

Accrued interest receivable 

Furniture, equipment, and 
leasehold improvements - net 

Investment in Federal Home 
Loan Mortgage Corporation 

Concessions on consolidated 
obligations - bonds 

Deferred charges - Bank Board 
cost of quarters and other 
capital expenditures 

Uther assets 

TUTAL 

See notes to financial statements. 

2 $ 79,633 $ 55,550 

3 515,072 299,269 

4 4,190,687 3,095,772 

5 75,000 

4,447 

1,738 1,734 

6 9,150 9,150 

1,879 1,951 

1,968 2,078 

1,914 5,417 

75,000 

1,454 

$4.881,488 _-.. $3.547.375 ., ,..,- 
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Member deposits: 
Demand 
Uvernight 
Term 

T 0 t ii 1. d e p II s i t s 

Interbarik borrowinqs 

Cnrisolidated obligations: 
Bonds 
Uiscount noter, w.. 

:Accrued interest payable 

Unearned cnmmitment fees 

IItrrer liabilities 

Contingencies ano commitments 

c:iwLTnL: 

Capital stock, $100 par value 

Ret$ined earnings: 
Lo,qaL reserve 
Dividend stabilization reserve 
Undivided profits 

Total retained earnings 
Total capital 

TUTAL 

NOTES 1984 1983 
Tin thousands) 

$ 310,139 
564,767 
179,985 

1,054,891 

7 435,000 

8 
2,244,482 

591,288 

62,751 

263 

8,12,13 

10 

4,824 

4,393,499 

$ 254,670 
340,142 
124,010 

718,822 

190,000 

2,132,292 
12,714 

61,093 

709 

5,087 

3,120,717 

392,680 347,139 

75,826 
9,483 

10,000 

62,339 
7,180 

10,000 

95,309 
487,989 

79,519 
426,658 

$4,881,488 43.547",375 
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Dee Mofnm ‘# ’ 

FEDERAL HDME LDAN BANK OF DEIS MOINES . ..." _...- -_ -----.-~--_ 

STATE-MENTS OF INCOME 
FOR THE YEARS ENDED DECEMBER 31, 1964 AND 1983 ..-"._ - - - 

1984 1983 
FthousandS) 

I INCOME: 

Interest on advances to members $403,020 $431,611 

Interest on loans to other FHLE3anks 9,917 5,028 

IncrIme f rum investments 29,354 34,172 

interest on Federal Home Loan 
Mortgage Corporation debenture 

Dividend on Federal Home Loan 
Mortgage Corporation stock 

Lncome from prepayment penalties 

(Jt.her income 

Total lncome 

t XF'E NSLS : 

Interest and concessions on 
consolidated obligations 

Interest on deposits 

Interest on interbank borrowings 

Other interest 

Bank Board assessments 

FHLBanks' Office of Finance 
assessments 

Other operating expense 

Total Expenses 

NCT INCOME 

See notes to financial statements. 

351 351 

5,002 2,104 

1,201 0,095 

1,190 679 

450,035 480,040 - 

286,181 346,543 

55,280 51,L170 

25,967 17,403 

29 

747 742 

230 240 

14,166 11,316 

382,600 L127,714 

$67.435$_52,326 
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Des Moines ‘, 

r--- --.---I~- ----_ --- 
FEDERAL HOME LOAN BANK OF DES MOINES 

STATEMENTS OF CAPITAL ACCOUNTS 
FOR THE YEARS ENDED DECEMBER 31, 1984 AND 1983 

BALANCE, JANUARY 1, 1983 

Proceeds from sale of capital stock 
Redemption of capital stock 
Net income for 1983 
Statutory transfer (Note 10) 
Transfer to dividend stabilization 

reserve 1983 (Note 10) 
Dividends on capital stock 

(Note 10): 
Cash payment (9% annualized) 
Cash payment (13% annualized) 

175 
(95) 

BALANCE, DECEMBER 31, 1983 3,472 

Proceeds from sale of capital stock 
Redemption of capital stock 
Net income for 1984 
Statutory transfer (Note 10) 
Transfer to dividend stabilization 

reserve 1984 (Note 10) 
Dividends on capital stock 

(Note 10): 
Cash payment (12% annualized) 
Cash payment (16.5% annualized) 

BALANCE, DECEMBER 31, 1984 

See notes to financial statements. 

Capital stock 

Shares 

3,392 

Par 
Value 

$339,163 

17,515 
(9,539) 

571 
(116) 

347,139 

57,158 
(11,617) 

3,927 $392,680 
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ll”.ll*.l**-m,_lm-_...- --._ _ -._- -.“~---.--“__..- .-“” -_--- I ---- -.~--. ~- 

Den Moinef3 

(in thousands) 

Retained Earnings -- 
Dividend 

Legal Stabilization Undivided 
Resew& Reserve Profits 

$I 51,874 $ 2,858 $ 10,000 

10,465 

4,322 

52,326 
(10,465) 

(4,322) 

62,339 

13', 487 

7,180 

2,303 

$ ?ji- 9,483 ,..--_---- 
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(15,236) 
w&303) 

10,000 

67~435 
(13,487) 

(2,303) 

(21,198) 
(30,447) 

$ 10.000 ----- 
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f t [)I t(lil. tiI’lMt. 1 [IAN HANK OF DE.!, MOINES _ ._. ._ ._ - . -.-. . ._ _ __._ .^ __ 

5 i A ‘I I.. M t N 1 0 (11 Ltil\NGf i IN FINANCIAL PClSITItiN 
f Oi+. I tilt. Yt 0112 E’Nflt U Ut’CEMt3LH 31 1384 AND 1983 _ . _____ _ . “. _ . ..! .,.. L . ..-._--- --- -.----- ------ .-.-- .-..... - --.--.-. -..-. ^..---. _- 

1984 1983 
-‘-Tin thousanzT-‘ 

$ 52,326 

431 

1,314 

13,809 

159 853 
22%: 765 

3,195,G07 
17,515 

5,000 
(156,281) 

(19,749) 

313 
(127,013) 

1,042 
4,648 

_____- -c..G&L!. ) 

I 

, 



, 
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f-tl)t.RAl. HUMt LOAN BANK OF DES MOINES . "_ I. _,_ II._ --". .."."_.._ - ..---- ---.--..-..--.-__--.. 

NUltS TO FINANCIAL STATE:MENTS 
FOft THE YEARS LNOED ULCEMBEN 31 1984 AND 1983 -._ _ _ ..-.._---.-- --__ . . _ .--.._ -_- -..----- --.....-.--L.-- ---. -- -~--.-_- ..-.-__-. 

ClRGANI%ATIClN AND RELATED AGENCIES -l..-.l-_- -.-.. -.--.___ _-___--_---.~ ------ 

The Federal Home L.oan Bank of Des Moines (the Bank), a feder- 
ally chartered corporation exempt from income taxes, is one of 
the twelve C)istri.ct Federal Home Loan Banks (FHLBanks) which, 
togF?ther with their member institutions, comprise the FHLBank 
System. The FHLHank System is designed to promote home owner- 
ship through the extension of credit to savings and home fi- 
nancing institutions. Member institutions include all feder- 
ally chartered savings and loan associations, all federally 
chartered savings banks, and all institutions insured by the 
Federal Savings and Loan Insurance Corporation (FSLIC). Mem- 
bership is also available to qualifying institutions, such as 
s te a t t2 chartered, non-FSLIC insured savings associations and 
savirlg!, banks. 

The FHL$anks are instrumentalities of the federal government; 
they are owned by, and serve as central credit banks for, mem- 
her institutions, A principal source of funds for the FHLBanks 
is sales to the public of debt instruments (consolidated obli- 
cj a t i CI n s ) which are the joint and several obligations of all 
FHLUanks. Other funds are provided by issuance of capital 
5 t (.I c: k ! all of which is owned by the Banks' members, and member 
deposits. 

The FHLL:,arrk System is governed and regulated by the Federal 
Eiomr.: Loan Bank Board (Bank Board) which is an independent fed- 
eral aqency in the executive branch of government. The Bank 
Board is the chartering and regulatory authority for federal 
savings and loan associations and federal savings banks. The 
Bank Board governs the Federal. Home Loan Mortgage Corporation 
(Mortgage Corporation) which is a secondary mortgage market 
facility. The principal function of the Mortgage Corporation 
is to promote the flow of capital into the housing markets by 
establishing an active secondary market in residential mOrt- 
gages. Further, the Bank Board also governs the FSLIC which 
insures the accounts of savers in federally insured savings and 
loan associations and federal savings banks. Bank Board ex- 
penses are met through assessments to the FHLBanks and the 
FSLIC and assessments to member insti- tutions for examinations. 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Investments -- ..-.- -----.. 

Investment securities are carried at cost, adjusted for amorti- 
zation of premiums and accretion of discounts, and deferred 
gains and losses from hedging activities. Gains and losses on 
sales of securities are included in income from investments. 
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- _ ._“._ ..----___-- -------__I_ 

Furniture, Equipment and Leasehold Improvements 

These assets are stated at cost less accumulated depreciation 
and amortization of $1,962,047 and $1,532,185 at December 31, 
1984 and 1983, respectively. Depreciation and amortization are 
computed on the straight-line method over the estimated useful 
lives of the property or for leasehold improvements over the 
life of the improvement or the remaining term of the lease, 
whichever is shorter. 

Improvements and major renewals are capitalized; ordinary 
tenance and repairs are expensed as incurred. Gains and 1 
on disposals are included in other income. 

main- 
osses 

Federal tiome Loan Bank Board Assessments -I--- .- 

The Bank expenses its pro rata share of the Bank Board assess- 
ment for operating expenses during the year in which the as- 
sessment is levied. 

The Bank Board has assessed the Bank for its portion of the 
cast of the Bank Board’s office building in Washington, D.C. 
These payments are treated as a deferred charge and are amor- 
tized using the straight-line method over a 25-year period. 

FHLBanks' Office of Finance Assessments --___ ~- 

The FHLBanks' Office of Finance manages the Consolidated Se- 
curities Fund, the sale of consolidated obligations and certain 
accounting functions for the twelve FHLBanks as a group. As- 
sessments for the Office's operating costs are charged directly 

Y to expense when billed. 

Concessions on Consolidated Obligations ~.~ . . 

The amounts allowed dealers in connection with the sale of con- 
solidated obligation bonds are deferred and amortized on the 
straight-line method to the maturity of the obligations. How- 
ever, the amounts applicable to the sale of consolidated obli- 
gation discount notes are charged directly to expense as in- 
curred because of their short-term maturities. 

Discounts on Consolidated Obligations - Discount Notes -- 

The discounts from the issue of consolidated obligation dis- 
count notes are amortized to expense using the straight-line 
method to the maturity of the related notes. 
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7. 

The Bank is engaged in an asset/liability management program 
that includes the use of hedges in the cash and financial 
futures markets. Gains and losses on hedge transactions are 
deferred and amortized using the level yield method over the 
term to maturity of the related hedged assets or liabilities. 
Deferred gains and losses are reflected as an adjustment of the 
carrying value of hedged assets or liabilities. 

Commitment Fees for Advances -- .---* -z- I~- - - 

Advance commitment fees are initially set up as a deferred 
credit when received. Nonrefundable fees of less than $5,000 
are recognized as income immediately, and fees of $5,00C or 
more are amortized to income over the period of the commitment 
on the straight-line basis. Refundable fees are deferred until 
the commitment expires or the advance is made. 

Reclassifications -,__,.__ --.- _-..-"___._---.. 

Certain balances for 1983 have been reclassified to conform 
with 1984 financial statement presentations. 

CASH RALANCLS 

Compensating Bal.ances --. -.-.-.-"-"- I_.-.-_.---- 

The Bank has agreed to maintain averaye collected cash balances 
with various commercial banks in consideration for certain ser- 
vices. There are no legal restrictions under these agreements 
as to the withdrawal of funds. The average compensating bal.- 
antes were approximately $855,000 and $700,000 for the years 
ended December 31, 1984 and 1983, respectively. 

In addition, the Bank maintains average collected balances with 
various Federal Reserve Banks and branches which approximated 
$4,2OO,OOU and $3,750,000 for the year ended December 31, 1984, 
and 1983, respectively. These average balances are required 
clearing balances and may not be withdrawn; however, earnings 
credits on these balances may be used to pay for services re- 
ceived from the Federal Reserve. 

Pass-through Deposit Reserves -- 

The Cepository Institutions Deregulation and Monetary Control 
Act of 1980 authorizes FHLBanks to act as pass-through corres- 
pondents for member institutions required to deposit reserves 
with the Federal Reserve. The amount shown as cash includes 
pass-through reserves deposited with Federal Reserve offices of 
$4,660,000 and $4,768,000 as of December 31, 1984 and 1983, 
respectively. Member reserve balances are included under other 
liabilities. 

P 
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l)en Molnen 
* 

3. INVLSTMENTS 

Investments at December 31, 1984 and 1983 were as follows: 

1984 
Book Value Market Value 

(in thousands) 

II. s . Treasury obligations 
Federal funds sold 

nation in the FHLBanks' f"artic.i. 
C 0 n s c 

$ 59,596 $ 59,752 
365,000 365,000 

i.dated Securities Fund PO, 476 - 

6515.072 

90,500 

$ilaGGs Total 

1983 
Book Value Market Value 

(in thousands) 

II . 5 . Treasury obligations $ 24,347 $ 24,286 
f.F!dt”ral funds sold 165,500 165,500 
lerm funds sold 
l’articipa’cion in the FHLBanks' 

35,000 35,000 

Consolidated Securities Fund 74,422 74,446 

Total $299,269 $299.232 

The FHLDanks 1 Consolidated Securities Fund (Fund) was estab- 
lished by the Rank Board to offer a centralized portfolio man- 
agement system for securities owned by FHLBanks. The Fund is 
managed by the Office of Finance of the FHLEanks and invests 
primarily in short-term money market instruments. 
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4. ADVAN(3t.S TO MEMBERS 

At December 31, 1.984 and 1983 the Bank's advances outstanding 
to members had interest rates ranging from 8.00% to 17.50% and 
from 7.50% to 16.90%, respectively, as summarized below: 

1984 -~- December 31, 
Year of Amount WeighyeT-@ 
Maturity (in thousands) _ .I _.- ._.. "._. -_ Interest Rate _ - 

19a5 $2,229,096 10.11% 
1986 640,422 13.50 
198.1 629,766 12.18 
1988 294,601 11.32 
zslay 241,792 12.28 
LSISU-1994 154,798 11.69 
Tot:11 4,19D,475 11.21 

Deferred Net Loss from 
hedging Transactions (Note 1) 212 - 

Total $4.190.6~ ------ 

Yuar of 
Maturity -.---- ..-. -. 

1984 
1985 
1986 
1987 
1988 
lY8P-1993 
Total 

_.I Decembe_r 31, 1983 
Amount Weighted Average 

(in thousands) Interest Rate 

$1,232,877 11.00% 
535,634 11.10 
559,169 13.77 
375,855 12.55 
18C,430 11.02 

11.84 
11.76 

Y 
Deferred Net Loss from l Hedging Transactions (Note 1) 262 

‘1 ota1 $3.095.772 m.*..-..--__---. 

Dutstanding advances aggregating $4,190,475,053 at December 31, 
1984 and $3,095,509,953 at December 31, 1983 were collat- 
eralized by investment securities, first mortgage loans and 
F'HLBank deposi.ts and property which is acceptable to the 
Banks. The capital stock of the Bank owned by borrowing mem- 
bers is alSO pledged as additional collateral for outstanding 
advances. Bank System regulations permit a borrowing member to 
physically retain mortgage collateral assigned to the Bank, and 
in such circumstances, the member executes a written security 
agreement and agrees to hold such collateral for the benefit 
and subject to the direction and control of the Bank. The Bank 
w, however, require a member to place physical possession of 
such collateral with the Bank or its safekeeping agent. J 

Page 171 GAO/AFMD-86-23 Federal Home Loan Bank@ 



The Bank participated in the Community Investment Fund, a five- 
year advances program from June 1978 to June 1983. The program 
provided funds to members meeting eligibility criteria for 
active involvement in preserving and revitalizing older com- 
munities. As of December 31, 1984 advances of $82,765,000 were 
outstanding under this program with an average original matu- 
rity of 3.05 years at rates ranging from 9.40% to 14.05%. 
These rates are l/2 of 1 percent below the estimated cost of 
issuing consolidated obligations of comparable maturities at 
the time the commitments to advance funds were made. If con- 
solidated obligations had been issued at the time the commit- 
ments to advance funds were made, the net interest cost of this 
program would have approximated $498,000 in 1984 and $987,000 
in lY83. 

5. LOANS TO OTHER FEDERAL HOME LOAN BANKS 

The Bank has made loans to other Federal Home Loan Banks. The 
following is a summary of these loans at December 31: 

1984 1983 -----.- . 
Maturity f' 

-~ 
ri?icipal Interest Maturity Principal Interest 

Date I Amount Rate Date Amount Rate -.----.-- -... 
(in thousands) (in thousands)--- 

fk-2sa6 $35,000 11.76% 6-25-84 $30,000 9.70% 
5-13-86 10,000 10.95 4-25-86 35,000 11.76 
11-25-87 10,000 11.40 11-25-87 10,000 11.40 
12-28-87 ~20,000 11.57 

‘Total $L2~&ooo $75.000 

6. INVESTMENT IN FEDERAL HOME LOAN MORTGAGE CORPORATION 

The investment in the Mortgage Corporation is stated at cost and 
consists of 6,100 shares of nonvoting common stock, par value 
$l,OUO, redeemable at par value (common stock), and a $3,050,000 
subordinated capital debenture, due June 20, 1987. The shares 
of common stock represent 6.1% of the common stock outstanding. 
The Federal Home Loan Bank of Des Moines received cash dividends 
On the? common stock of $5,COZ,OOO in 1984 and $2,104,500 in 1983. 

The subordinated capital debenture issued on June 20, 1980, 
bears an interest rate of 11.50% per annum, payable 
semiannually; may not be sold, transferred, exchanged or pledged 
without the express written consent of the Mortgage Corporation; 
is subordinated in right of payment to the prior payment in full 
of all other obligations and indebtedness of the Mortgage 
Corporation; and may be redeemed in whole or in part on or after 
June 20, 1985 at specified redemption prices at the option of 
the Mortgage Corporation. Interest of $350,750 was earned on 
the debenture during each year ended December 31, 1984 and 1983. 

,__... .^ ̂ _ _ ._ .._... _ ___--___-__ . ..__ -. ._.- 

Page 1.72 GAO/AFMD-86-23 Federal Home ban Banks 



Uri ~(!(.E~~II~J~:L. 6, 1984, the Mortgage Corporation created a new 
clasr, of participating preferred stock (preferred stock) and 
authr~I~izcd the distribution of such preferred stock to the 12 
District banks of the Federal Home Loan Bank System and by those 
District flanks to their member institutions that were stock- 
holdr!r::, of record as of December 31, 1984. 

‘lhrr Federal tlome Loan Bank of Des Moines received and distri- 
tJUtt.td tn its member institutions 915,000 shares which repre- 
r;f.'r11.t'~~ L.lC% of such participating preferred stock of the 
Mortgar,~t~ Lorpnration. 

1tit2 MortcJtiCJe Corporation resolution that authorized the 
distributioJ~ of the preferred stock requires that the preferred 
titoik br: distributed to the member institutions as a condition 
(1 f t tlF* Ui strict Bank's receipt of the stock. Because the 
Li.i:;f rict bank d.id not have the benefits of ownership of the 
pr't~fr:r~rt:d stock at any time, for financial reporting purposes, 
it.. tldc., not tIeen reported as an asset or income of the District 
tldltk, 01 as a dividend to the member institutions. 

111 ariy fIJt,LJrE! calendar year, unless and until dividends on the 
pI'r?f r!r’rcti stock in the aggregate amount of $10 million have been 
d~:r.lart:d ar~tl paid or set apart for payment, no divi.dends may be 
C I r’: (. 1 ii r’ C: d CJ I’ p rJ i Cl (.I r set apart for payment on the common stock of 
t.tlt: Mortga~,le Corporation. Thereafter in such year, holders of 
r.) I I t ii t ii I I ( I i n (1 p r e f e r r e cl stock will be entitled to receive in the 
nr]r,]r'r+r];rte $90 in dividends for every $10 in dividends paid on 
ttlr.) common stock in the aggregate. 

TtJra tiar~k borrowed from other Federal Home Loan Banks in 1984 and 
1 'iii:5 * "Itic following is a summary of these loans at December 31: 

r 
1784 1983 

M;i t:‘;‘i’i cy - - ‘“~~-‘. ,“_.- ,..-_ - .-., --.-~ 
F’r srrcipal Interest Maturity Principal Interest 

[ J a t f.: Am o u n t Rate Date Amount Rate I I. * _ ( ,i'r;' -ty.;(y(j~a~yd sJ------ (in thousands)--- 

10. UU% 7-25-64 $ 10,000 10.30% 
10.95 7-25-86 10,000 10.95 
11.01 7-25-86 30,000 11.01 
10.60 8-25-86 80,000 10.60 
10.7D 9-25-86 60,000 10.70 
11.35 
11.26 
11.45 .---- 
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i-3. CIJNSULIDATtD CJBLLGATIONS 

The outstanding consolidated obligations of the FHLDanks, (see 
"Urganizatiori and Related Agencies" above) including the pass- 
tt1rougt1s to the Mortgage Corporation (see Note 131, 
were$67,257,265,000 and $51,208,979,DO0 at December 31, 1984 and 
1.983, respectively. Regulations require the FHLBanks to main- 
tain in the aggregate, unpledged qualifying assets in an amount 
oqual to the consolidated obligations outstanding. "Qualifying 
assets" are defined as cash, obligations of or fully guaranteed 
tJy the united States, collateralized advances, and federally 
insured or guaranteed mortgages. The FHLBanks were in com- 
pliance with this requirement as of December 31, 1984 and 1953. 

The following is a summary of the Bank's participation in con- 
solidated obligations at December 31 (in thousands): 

Year of 
Maturity __"._._ -__. -. 

1985 
1986 
I.987 
I.988 
1. 9 8 ‘1’ 14.25 - 15.10 14.51 5c,ooo 
IYYO-IYYZ 10.85 - 11.10 10.98 101,5DO 

2,245 5U0 
Ueferred nnt loss from hedging transactions 1'018 -- .-..-.---L~- 

'Total iLL2!_4,_48? 

December 31, 1984 __-._.--__-.-----.--- __--I_.- ~..-- 
Bonds -.-.~~~~~~-...-.T~T g ----.--_- e 

d Average 
Coupon Rates Interest Rates _.-. _.. ..-_ ~ _... - Outstandi _~-- 

8.10 - 15.00 11.95 $ 916,000 
9.55 - 16.40 12.49 585,000 
7.60 - 13.00 10.97 433,000 
10.15 - 14.20 11.59 160,000 

Discount Notes . ..- .__ - .._ -_--~..-_~ .._._--..I .-.. ~a~~~uii;‘- -.---..- --.. -.-. 
Book Value -. _ -..-----.. ---_ 

Year of 
Maturity _---_-- 

December 31, 1983 --.- .-..^ ---- 
Bonds 

_-_. 
_-.--.-.- - 

Range of Weighted Average 
Rates Coupon Interest Rates -- -- Outstanding 

1984 7.375 - 16.40 12.09% $ 613.000 
1985 
lY86 
1987 
1988 
lY89-1992 

8.10 - 15.00 
9.55 - 16.40 
7.60 - 11.30 
10.15 - 14.20 
10.85 - 15.10 

Deferred net loss from hedging transactions --.-.L.zG 

Total ss2LkAzm2 

Discount Notes -- -__-"-- -_--~--. ----.-..--- 
Book Value Par Value ----__. 

Due within one year 8. J&.jl$. $ I.JZ,pp! 

Page174 GAO/Mm-86-23 Federal Home ban Bank 



_. I .  “ I_  I  *  . . -  . I  . _ - .  . . I -  _ . - - - - -~ - - ”  . - - - . - - - - . .  l.__-l-.-.._- -__ . - . - -  - - ~ - - - . -  

I)rr Mr,lntw 

..-. I. -. -. ___....-_.__i_.__-_. ,-.-- --- -_ --- 

Y. Lt<E IJIl I\VI\Il.At~l.E F-RUM THE U.S. THtASUHY 

'st:cticJrl II.(i) of the Federal Home Loan Bank Act authorizes the 
Srcrt:tary of the Treasury, in his discretion, to extend cre;;;i,” 
to the FHLE:Tlnks aggregating not more than $4 billion, 
t tl r m 5 , contli t ions, and interest rate to be determined by the 
5 ti I: r f: t a I' y cl f" t he Treasury. There were no outstanding borrow- 
i I I !I "i from ttle U.S. Treasury during the two-year period ended 
L)c.ic:ernt.Jfzr 31, 1Y84. 

Ttlr: ca[Jital stock of the Bank has a par value of $100 a share. 
La[iital stock held by members in excess of their statutory re- 
c~~~irt!rnf?r~t may be redeemed at par value by the Bank or sold to 
CI t h t: r li s r) k me m be I: s at pa r value provided the resulting stock 
tr;in:,f’f:r is recorded on the books of the Rank. 

i<~:t.nir~t~~~ c;arnings of tho Bank consist of undivided profits, a 
I f~‘)I-il rf-“,f!I’Vf?, and a dividend stabilization reserve (DSR). The 
li;lrlk nllJ’-t transfer 2b% of its net income to the legal reserve 
~~,:,tirrli;iririu;llly until the reserve equals the capital stock 
a m 0 I I I I t 1 Thereafter, 5% of the Bank's net income must be al- 
1 c~r.‘nt~!~j fOr this purpose. 

Iri 1Yli3 arid 1484 , dividends were permitted only to the extent 
uf current year’5 net income, after statutory transfer and the 
LY:,tt anfl were authorized to be paid either annually or semi- 
;IrlrilJEJl I y . ln addition, the Bank Board required that the Bank 
rtitair\ i ri t.h C: dividend stabilization reserve that portion of 
i.r~conlt: from prepayment penalties which, if allocated on a pro 
I’ ii t. a ti a $1 i s over the maturity of the advances prepaid, would be 
H 1. 1 r) c: a t. t: tl t o f u t u r u d i v i de n d p e r i o d s . Dividends may be paid in 
tht.! furm of capital stock if authorized by the Board of Di- 
rt?ct.r.~rs. 

I1 1 . t.MF'L0YL.F. ~it:Tl[HCMENT PLAN 
4 

, 
Itie Hank is a participant in the Financial Institutions Retire- 
rn C: r I t F u n rJ ( F 1.R F ) , and substantially all of its officers and 
errl~lloyr?cs are covered by the Plan. The Bank's contributions 
are determined by FIRF and generally represent the normal cost 
CJ t the Plan (unfunded prior service costs are not signifi- 
c il r I t ) I Pension costs charged to other operating expenses were 
$51J8,36> in 1984 and $216,588 in 1983. The Bank's policy is to 
fund punsion costs as accrued. 
asr;et s, liabilities, 

FIRF does not segregateA;h; 
or costs by participating employer. 

rfi?SUlt, disclosure of accumulated vested and non-vested bene- 
fits and net assets available for benefits as required by FASB 
36 cannot be made. According to the FIRF administrators, as of 
June 30, 1484, the date of the latest actuarial valuation, the 
book and market values of the fund assets exceeded the value of 
vested benefits in the aggregate, 

. .,._. __._ “.. “I_ I”__. _._.I “-_._“_ ..- I_-.. II_--~ -.I_._.---_-,-- ~~ 
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12. CDMMIT'M~NTS 

f4erltal. expenses of $2,95D,383 in 1984 and $2,341,616 in 1983 for 
premises and equipment have been charged to other operating ex- 
pense. Future minimum rentals are as follows (in thousands): 

Premises 
lYHL, 
1986 

$ :~~ E$uiy;T;; $ TcI;I;, 

161 721 
1.987 560 22 582 
1 tan 236 ~- ~~_ 236 -..----- 

lotal $.:,..2& g-$?p L4,24_1 L.,Adm. _ _ _ _. _. 

The lease agreement for the Bank's premises provides for increases 
irl ttle tJaSic rerltals reSUl.ting 

maintenance expense. 
from increased property taxes and 

Commitments for advances to members totaled $277,1u6,679 at Decem- 
tlcr 31, 1Y84 and $151,2GD,DOO at December 31, 1983. 

1.5. COtiT 1NtiENClt.S 

A:, provided for in Section 306(c) of the Federal Home Loan Mortgage 
Lorporatiun Act, the Bank Board has provided for the guarantee by 
the FHLBanks of certain borrowings of the Mortgage Corporation from 
ttie FHLUank of New York. Each of the FHLRanks participates in the 
guarantee i.n proportion to its investments in the common stock of 
the Mortgage Lorporation (see Note 6). At December 31., 1984 the 
FHLOanks have guaranteed $1,790,000,000 of the Mortgage Corpora- 
ti.on’s borrowi.ngs from the FHLRank of New York in the form of pass- 
ttlroughs of the proceeds of certain consolidated obligations. 

I I .” .-. I - _.__. _. _.._ - .-... . .._ __._ ,- ..-.- --.--.---.--~---I --.--.-...-----.--.-..- 
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%in l?rmcisco 

Deloitte 
Haskins 1 Sells 

1 

44 Montgorw~y S!rwt 
Sara Francisco. Calitorrlla 94104 
(415) 393-4300 
Telex 340336 

‘J’o the Roarcl of Directors of the 
I~‘ccleua1 Itome Loan Rank of San Francisco 
;~ncl the Federal Home Loan Bank Board: 

We have examined the statements of condition of the Federal 
1Iomr: I.onn Hank of San Francisco as of December 31, 1984 and 
19ti7 zinci t.he related statements of income, capital, and 
chirnges in fin;lncial position for the years then ended. our 
examin;~tions were made in accordance with generally accepted 
auditint: standards and the standards for financial and 
r:01111~1iiince audits contained in the Standards for Audit of 
(..lovcrnrilental Organizations, Programs, Activities, and 
J’unctions as promulgated by the Comptroller General of the 
lln i ted States and, accordingly, included such tests of the 
accounC.irq: records and such other auditing procedures as we 
cons itierr.:d necessary in the circumstances. 

In our opinion, such financial statements present fairly the 
iin;incial position of the Federal Home Loan Bank of San 
f*‘r ltnc i sco at. December 31 ) 1984 and 1983 and the results of 
i L s opt:rr~t ions and the changes in its financial position for 
lhe ye;lrs then ended, 
;~cc:ount ini; pt inciplcs 

in conformity with generally accepted 
applied on a consistent basis. 
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l..--____-_.ll- .“--l_* - . , -  ll”l_. ~~-~,_l_,~,l”“.~~ -_._.  

Slrn F’ranchro ’ 1 

Statements of Condition 
_ _ - _. .._.._ ._. _...... - - - ..-. -.---._-_- -..-. _.-..... --_-.-_.----- __........ .._... _...._. 

1984 198’3 

$ 228,692 $ 158,321 

3,637,554 1,151,440 

23,900,783 17,582,Rl I 

815,000 1,465,000 

139,763 175,790 

10,474 IO,31 1 

26,850 26,H50 

18,723 15,878 

6,613 h,YRO 

5,935 7, 0 3 2 

$28,790,387 
-.---- . _--.._-_--. 

0 535,407 

2,492,875 

216,175 

273,000 

$ 3,517,457 $ 2,608,934 

3,495,544 461,325 

18,897,664 15,X3,41 6 

609,139 482,873 

1,809 1,637 

198,074 1 17,085 

$26,719,687 $18,925,270 

$ 1,801,963 $ I,41 1,264 

$ 224,641 $ 201, I08 

9,442 29,017 

34,654 34,654 

$ 239,034 

1,303,400 

600 

7Y2,YOO 

273,000 

$ 268,737 $ 264,779 

$ 2,070,700 $ 1,676,043 

$28,790,387 
---- .-._ “~._ ~-- 

$20,601,31B 
-_.---- _.. .,__..__ 
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Statements of Income 

Year Ended December 31 

. I ”  “ . .  . ,  , ”  . ,  . -_  I  . -  ___-_._._.___. - - - . . . . _ _ -  I-__.~- 

Incame: 
Intrtwt on rldv,rnc 05 to rwmtwrs 

Irrtewst on i~dnr to othw Frbdwdl t iomr Loan Banks (Note 5) . . 

In< wne from invt:stmcWs . . 

Inttwst ;Ind dividrwd from F:cAral tiome Loan Mortgage Corporation (Note 6). 

Irlc’trrW from wrvices to members . . 

Incurw from prtyqrntW pcrulties . 

Othrr . . . . . . . . . . . ..~.,..,,....,..,.I..,,........_.......I...._.. 

ktdl lnwrw . . . 

Expense: 
Inttw$t ,ind wrwwion~ on u)nsolidated obligations . . 

Interelrt ,on c+osits. 

Intcwst on deposits from othw Federal t iome Loan Banks (Note 7) . 

Other interest *. . , . . . 

Federal tiome Loan Hank Board assessments . . 

Federal Homci Loan Banks’ Office of Finance assessments 

Other opwating expense t . . 

1984 

$2,258,712 
111,906 
237,891 

15,707 
14,256 

5,682 
544 

--~ 
$2,644,698 

$2,204,199 
232,538 

35,507 
13,845 

3,193 
731 

37,016 

$2,527,029 

$ 117,669 

1983 

$1,921,724 

107,347 

247,499 

7,205 
10,240 
65,539 

389 
-~- 

$2,359,943 

$1,981,151 

246,200 
18,228 

3,462 
2,799 

896 
29,223 

$2,282,039 

$ 77,904 
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Statements of Capital (NON IO) 

Capital Stock 
---__- --...-- --- 

Shares Par Value 

Legal 

Reserve 

Retained Earnings 
_- -.__ --l--.-^.. 

Dividend 

Stabilization Undivided 

Reserve Profits 

Balance, January 1, 1983 
Prortw~r from sdle of (~al)~taL $toc’k 

Redwnptiorr of capital stock 

Net income 

Slatutory tntnsfcr 

Transfer to dividend stabilization reserve 

TXvidends on (.at)itdl stoc k (3.20%): 

Cash payment . 

Stock 

Balance, December 31, 1983 
Procwds from sale of capital stock 

Redemption of capital stock 

Net income . 

Statutory transfer 

Transfer to dividend stabilization reserve 

Dividends on capital stock (7.25%): 

Cash payment 

Stock .,..,..........t..__....,.._ 

Balance, December 31, 1984 

1,5,085 $1,508,490 

1,911 191,058 

(3,303) (330,267) 

$185,527 $ 8,686 

15,581 

62,323 

$ 34,654 

77,904 

(15,581) 

(62,323) 

420 41,983 

14,113 $1,411,264 

3,937 393,693 

(1,167) (1'16,685) 

1,137 113,691 

18,020 $1,801,963 

(9) 

(41,983) 
--- 

$201,108 $ 29,017 

23,533 

94,136 

(20) 

(113,691) 
----- _-- 

$224,641 $ 9,442 
_-- 

$ 34,654 

117,669 

(23,533) 

(94,136) 

~-- 
$ 34,654 
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Statements of Changes in Financial Position ----I 
. ._.___..... - __ .__ ..,. ._ . . . . .-..-.. ---.----. -_.- ---- -“-.- ..-- .-..--. -- 

Ytxr Ended December 71 

1984 1983 
-. -_._--._.--.-_ 

$ 117,669 B 77,004 

672 
8,123 

367 

(4,348) 

641 
7,657 

367 

(474) 
_.__ __... - ..-__- --. 

% Ah,OYS $ 122,483 

4,907,305 

8,329,900 
31,399,415 

792,850 
393,693 
650,000 
908,523 
126,266 

197,864 
36,027 

1,997 
81,161 

$47,947,484- 

$ 2,070,950 

4,691,OOO 
38,511,509 

116,685 

20 
835 

2,486,114 
70,371 

$47,947,484 
ZL-...------_-- 

1,229,230 
4,181,932 

16,292,790 

190,850 
191,058 

(1,072,OOO) 

(926,394) 
(90,630) 
64,512 
51,668 

(5,760) 
h4,322 

-~,"----- 
$20,257,673 

--- 

$ 2,x9,500 
5,R37,485 

13,481,625 
370,267 

'1 
636 

(I ,683,(X)7) 
21,158 

~--~_ .- 
$20,257,673 

_l-_..l-.l-..- --.. -. ---_- - 
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Han Franriwo 8, ” 

Notes to Financial Statements 

computed on the straightline method over the estimated useful 
liws of the property or for leasehold improvements over the Itfe 
of rhe lease. 

Maintenance and repairs are charged to expense, except that 
major repairs that extend the useful lives of the assets are cnpitdl- 
iled. The cost, ICFS accumulated depreciation, of asset\ sold or 
rc?Grtd is eliminated from the acc.ounts in the year of dispo\.il 
,tnd thcl related gain or loss 15 included in income 

tfdfml ffornf~ Loan Rank Board Anessmentc 

The Hank expenses its pro rata share of the FtiLRBoard asses+ 
rntwt for operating expenses during the year in which the 
aswssment is levied. 

The FtiLBt3oard has assessed the Bank for its portion of the 
cost of the ft-iLBBoard’s office building in Washington, DC 
There paymcwts dre deferred and amortized using the Ftraighl- 
line mrthod over a period of 25 years. 

It II Banks’ Oh t* of frrrancr A.wsmrntc 

The FtiLHanks’ Office of Finance manages the Consolidated 
Securities Fund, the sale of consolidated obligations, and certain 
accounting functions for the FHLBanks as a group. Assessments 
for the Offiw’s operafinK costs are charsed direc:tly to exprnw 
when billed. 

(‘one rcoon.5 on ~~onco/rc/dtrtl Obl~gationc 

The amounts allowed dealers in connection with the ~lle of 
conrolidated obligation bonds are deferred and amortized on 
thr straightline method to the maturity of the obligations. lhc. 
amounts applicable to the sale of consolidated obligation dis- 
counl notes are charged directly to expense as Incurred because 
of thrir short-ttrm maturities. 

hc ounfs on (:onw/rddcrd ohllgatrorl DIcc’ount NOW\ 
The dixzuntt from the issue of consolidated obligatwn dix.ount 
notes are amortized to expense on the straightline method to 
th<, maturity of the related notrs. 

The Bank is engaged In an asset/liability managemenl program 
that includes the use of hedges in the cash and financial futures 
markets. Gains and losses & hedge transactions are deferred 
and amortized using the level yield method over the term to 
maturiry of the related hedged asset’r or liabilities. Deferwd Rain5 
and losses are reflected as an adjustment of the aggregate 
carrying valuc~ of hedged assets or liabilities. 

Advanw commitment feet are worded as a deferwd credit 
when rcwwd. Nonrelundable fees are principally .~rnortizetl 
to income over the period of rhl, commitment on the straight- 
Ihrw baw. Ktafundable fws are deferwd until the commitment 
rxpirrs or the advance (5 made. 
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Note 4 
Advances to Members (Dollars in Thousands) 
At [>t*c.rmht~r 31, 1984 and 1983, the Hank had advances out- 
standing to members dl interest rates ranging from 8.40 pt%:tAnt 
ttr lb.75 pf’rc’ent and from 7.50 perctanl to 16.75 percent, 
rt~q)t~c,rivc!ly, a’, summdnred below: 

-. ---.-.. -..-.-.-...- .-.. - .-.-._- - .._._..._.._ 
thxemher 31, 1984 Dcccmher 31, 1983 

Weighted Weighted 
Y&N 01 AwnBe AWage 
Maturity *ItlO”“, tntcmt Rate Amount Intere5t Ilate 

-. -. .._.. .._~ ._- ._... . ..-...- ..-. ..-_ . .._... 
I %I4 6 f~.LNiH.Of,L I(1 7 1’%, 
1 ‘,I, ‘, 113,053,191 10.91% 1, l71,01 I II LH 
l’M 4,105,976 1137 L,i,71,4,,1 II Lf) 
l’tn7 2,151,561 11.h2 I, 1 S?.Lf,‘, IO ‘90 
I IInn 1.269,468 11.47 t,IlS,Zt” 111 21 
I ‘)O’l :J56,659 12.04 I M!. 1’59 II 7, 
1 WI, I 994 2,965,2811 11.89 2. IOR.I11H 11 ‘11 

. . _ 
$23,902,143 t 1.30% ~17.579.214 I ,.c,f,*% 

.._ _... ;_... _ 
I lvtwrd Nrl 
I(l<iln) l<M 
110111 t II’d~lllfJ 
Ilrlll\.l< ,,o,,, (1,360) I, 597 

_ ._ _ _ _ ..-. 
$23,900,783 ~17,%lL,BIl 

- ._._ .z:.:1::=-=--3-.:. 

Outstdntf1118 dtivance~ are collateralized by pledge, of first 
mortgage loans, investment securities, FHLBank deposits, and 
other property that is acceptable to the Bank. The capital stock 
of the Bank owned by borrowing members is also pledged a:, 
additional collateral for outstanding advances. FHLBank System 
rcy&Itdtlons permit d borrowing member physically to retain 
< ollateral assigned to the Rank, and in such circumstances thf> 
mcsmber executes a written security agreement that desc ribcs 
th<, type of collateral and agrees to hold such collateral for the 
benefit and subject to the direction and control of the Rank. 
7 he Bank may, however, require d member to place physical 
l)ossession of such collateral with the Bank’s safekeeping agent. 

Advances made and advances repaid on the statement of 
( hanges in financial posltion include all transactions for all 
advances account\, except for Special Senes advances. Special 
Gricr$ advances made I” lY83 were $6,918,RO0, and Special 
%Gs ddvances repaid in 1984 and 1983 were $792,850 and 
$7,109,650, respectively. Special Series advances outstanding at 
l)ec,ember 31, 1983, included in advances to members on the 
statements of condition, aggregated $792,850. 

I he Bank participated in the Community Investment Fund, 
a five-year advances program, from June 1978 to June 1981. The 
orq’arn provided funds to members meeting eligibility critena 
for active involvement in preserving and revitalizing older < om- 
munities. As of December 31, 1984, advances of $256,997 were 
outstanding under this program with an average original maturity 
of 1K years at rates ranglngfrom 8.82 percent to 15.30 percent. 
These rates are % of 1 percent below the estimated cost of ESU- 
ing consolidated ohligatlons of comparable maturities at the time 
the commitments to advance funds were made. The net interest 
< ost of this program if consolidated obligations had been is\& 
dt the time the commitments to advance funds were made would 
havtt amounted to approximately $1,705 for 1984 and $3,250 
for lYH3. 
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Bm I’rattchw 8, 

Ik I-mtnv ‘II, 1984 Ihwvnlxv :Il, 19H’l 
_ 

Weilhtwcl Wcightd 
Prim iprl Anvdp Principal AW-4@. 
Anwunt IntCml ltdtr AfTlOUfll lnlcN”sl ItdIP 

Note 7 

Weighted 
Principal Awrrgc 
AfIllJUfll Interest Rate 

s 3Iuxx~ ‘I 48% 
I ,O.IXX, 0 44 
‘I’,.lKXJ 10 57 
1 H,fXX) I I Ml 

_..---.-.. 
$27 1,fKU 10 21% 

. . . . . .: 

(hsolidatrd Obligations (Uollars in Thousands) 
‘I he outst,mding ohligaGons of the FHl.Bank, (SW “Org,~nt/ation 
,~nd Related Agenc%s” dbovr), Inc.ludlng the passthroughs to 
the Mortgage Corporation (see Note 131, were $67,257,265 and 
$5 1,2OR,O70 dt Decembrr )l, 1984 and 1983, rttspec‘tively. 
Kr~gulations rcquirt~ thr F’HLHdnks to maintain, in thr aggqatr, 
unpledged qualifying assets in an amount equal to the (on5oli 
dated obllgdtions outstandIng. Qualifying assets are defined as 
c .sh, obligdfionr of or fully gu,lranteecl by the LJnWd St;&, 
cx~llatt:rdlirrd advance,, and federally insured or guaranteed 
mortgage,e,. The FHLRanks were in r:ompliance with this rrquin- 
mcnt ds of Decrmber 131, 1984 and 1983. 

The following IS d summary of the bank’s p~rt~c~~p~t~on 111 
c on~olidated obligation bonds: 

llecembrr 31, 1984 Decembl!r :31, 1983 

Weighted Weitthted 
Ye.N of Amount Avenge Amount AWage 
Maturity Outstanding Interest Rate Outstanding Interest Rate 

i ‘,“.I 
._ _ _.. __ .._._... -. ..__ -.. _......._._ .̂ . 

5 4,bYl .(xX) 12 504L 
IW’, $ 7.756,265 ll.Yltt% 1,53l,Lf,‘, IL.225 
1’981, 4,252,wo 12.991 I,LY‘!,lXXl 13 Ml 
lW7 2,469,m ll..51R 1, 1’M,Mxl IO 510 
1 wt, 1,485,ooo 11.220 I, IHS,IXXl ,l.O,‘, 
1 WY 275,CW 13.523 I51),lXX) 14 141 
I ‘W I w‘l 2,h30,000 11.684 1,995,1xx) 114s5 

$18.867.265 12.043% $15,230,2ti5 1 I I ‘,H’L 

t khrt.d Nt4 

(111111 fnml 

f  IW1fj”1K 

Ir.lrl\.N ,,<,n\ 30,399 11,151 

$18,897,bb4 ‘61’i,L51,41t, 
-. .._.. __ _. _. _ 

Note 9 
(‘redit Available from the U.S. Treasury 
(I)ollars in ThousandsI 
I he Fr+r~ll t iomt~ Lodn tlank Art Cluthori~c+s 1ht-b SW ret,rry of 
thcb .Irr+isury, in his discretion, to extend credit to thr f:t Il.Hank% 
q,gregating not more than $4,000,000, the ttarms, conditiom, 
and intcarct\t rate to be determined by the Secretdry of thcl 
Irt~tury. ThtArr were no outstanding borrowings from th(b U.S 
lrtadsury in lYO4 or lW33. 



Note 11 
Employs Retirement Plan (I)ollan tn Thou5and5) 
The Bank 15 <* partic ipant in the Financial InsWutionc Retirement 
f.und VIRF), and substantially all of it5 officer5 and employees 
.lre covered by the Plan. The Bank’s contributions are drter- 
mined tr/ F IRF and generally represent the normal cost of the 
f’lan (unfunded pnor ~rv~cc <acts arc’ not significant). Pension 
( 051s charged to other operating expen5e5 were $761 in 1984 
.~nd $910 111 1983. The flank’s policy 15 to fund pension co5ts 
s ‘K trued. f IRf drx? not regregate the assrts, liabilities, or costs 
In/ +u-ti< IparIng employc~ According to the f IRF administraton, 
,l5 of June 30, 1984, the date of the Iate5l a< tuartal valuation, 
the book and market vIIIIues of thcs fund as,et5 excreded thr 
vdlu~ of vta\l<*d benc.fll\ ,n thcb aggr<‘g<itc’. 

Note 12 
Cormitments (Dollars in 1 hou5dnd5) 

Kfanrdl expmw of $4,326 tn 1984 and $3,987 tn 1983 for 
premi\fr and eqtttpmrnt ha5 txac*n c barged to other operating 
expen5r f rrlurr mInImum if~nt~lls on nom ancell,lble IeLr15t~5 are 
Iis follow5: 

Note 13 
Contingencies (Dollars in 1 housands) 
A5 provided for in Section 306(c) of the Federal tiomcn Loan 
Mortgage Corporation Act, the FHLBBoard ha5 provided for the 
guarantee by the FHLBanks of certain borrowings of the Mart- 
gage Corporation from the FHlBank of New York. Each of the 
f:tIl.Bank, participate5 in the guarantee in proportion to 1t5 
lnvttstments in the common stock of the Mortgage Corporatmn 
(5~ Note 6). At December 31, 1984, the FHLBanks had guaran- 
teed $1,790,000 of the Mortgage Corporation’s borrowing5 from 
the FIiLBank of New York in the form of passthrough of the 
proceed5 of certain consolidated obligations. 

A former member Institution ha5 brought an action against 
the Hank alleging a discriminatory credit policy and is request- 
Iny, direct damages of $62,400 and consequential damages In 
excess of $114,000. The federal district trial court resolved all 
issue5 in favor of the Bank. The plaintiff has appealed the trial 
(ourt’c derisions to the U.S. Court of Appedts for the Ninth 
Clrc-uit where the matter IS now pending. Management and 
outside legal counsel believe that it is unlikely that the plaintiff 
WIII prevail in this matter. 
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Topeka 
18 

Deloitte 
Haskins t Sells 

AIJDITOKS OPINION 

To the Federal Home Loan Rank Board 
Washington, D.C. 

We have examined the statements of condition of the Federal Home 
Loan Bank of Topeka as of December 31, 1984 and 1983, and the 
related statements of income, capital accounts, and changes in 
financial position for the years then ended. Our examinations were 
made in accordance with generally accepted auditing standards and 
the standards for financial and compliance audits contained in the 
Standards for Audit of Governmental Organizations 
Activities, anacnons as promulgated by the C$m$$%?$%“General 
of the Unitentates and accordingly, included such tests of the 
accounting records and sbch other auditing procedures as we 
considered necessary in the circumstances; 

Zn our opinion 
financial posi 

such financial statements present fairly the 

December 31. 1 
;ion of the Federal Home Loan Bank of Topeka at 
984 and 1983 and the results of its operations and the 

changes in its financial position for the years then ended, in 
conformity with generally accepted accounting principles applied on 
a consistent basis. 

.January 18, 1985 
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tul1’ES 1984 1983 _. . . 

7 s 14,696 $ 9,114 

3 495,575 791,213 

4 4,071 ,091 3,5A7.R39 

44 ) 90h 11,470 

4 7R 4 5? 

‘1,549 1,705 

-._ l”.-_-._ -_--.-. 
~.5R9.210 3”,917,638 

LIABILITIES AND CAPITAL ---_-___ 

LIARILITIKS: 

Hrmhrrn’ drponita: 
Demand 
Overnight 
TPiTl 
Special Series 

Total depanitn 

b 735,000 lhs,nntr 

Acrrurd interrst QeynblP 

Ilnrnrnrd commitment and service fep8 

Other liabilitica 

Total liahilitiea 

CttNTINCENC1P.S AN” COb”,,Tt,ENTS 

7,709 ,nno 2 ,RSI ,000 
1 lb,448 R3.Rlh 

104,9hT Iv+,771 

771 7A 

2 24 284 ----.-A...-.. 2’547 _-- 

4,lR5,21R - 3#573,918 - 

7,11,17 

CAPITAL: 9 

Capital stock, $100 pnr value 

Retninrd earninlta: 
LPRRl teRCr”C 
Dividend stabilization rCBCTVP 
Undivided profits 

Total retained earning8 
Total capital 

TOTAL I.IARlLITlES ANO CAPITAL 

19R4 19A3 
~tho,,an,&?--- 

$ 116,419 i 125,771 
279,450 185, ZOll 

v,15n 5,000 

57,150 ---.s.,R_L! 
495,169 179,9’Ih 

59,959 52,05h 
10,747 11,415 

9,19R 9,19R 

79,404 77,hR9 
401,992 359,770 

$h,w9.230 $1,933,6x3 

/ . -- 

-7- 
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FETIICRAL HOME LOAN HANK OF TOPEKA 

STATEMENTS OF INCOME 
FOR THE YEARS ENDED DECEMBER 3l., 1984 AND 1983 

NOTES 1984 1983 
(inthousanas) 

INCOME : 

Interest on advances to members 

Tncome from prepayment penalties 

Income from investments 

Interest and dividends from Federal 
Home Loan Mortgage Corporation 

Earned commitment fees 

Income from services to members 

Other income 

Total Income 

EXPENSES: 

Interest idnd concessions on 
consolidated obligations 

Interest on deposits 

Interest on interbank borrowings 

Other interest 

FHl,RH assessments 

FHLRanks ’ Office of Finance 
assessment.s 

Other operating, expense 

Total Expenses 

NET INCOME 

$427,028 $403,374 

2,358 9,741 

38,799 38,725 

6 3,422 1,570 

2,396 3,346 

3,012 1,921 

104 81 

477,119 458,758 

373,058 370,491 

36,581 32,779 

21,989 11,089 

34 66 

630 618 

200 208 

10 5,113 3,692 

437,605. 418,943 

See notes to financial statements. 

- 3 - 
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BALANCE, JANUARY I, 1983 

Proceeds from sale of 
capital stock 

Redemption of cnpi tal 
stock 

Net income for 1983 
Statutory transfer 

(Note 9) 
Transfer to dividrnd 

rrtabiliznt ion 
reserve 198’1 (Note 9) 

Cash dividend8 on capital 
rtock (10.6%) (Note 9) 

FF.T)F:RAI. I\OMF: LOAN HANK OF TOPEKA --- -~---.-I ---- 

STA’PEHF:N’I’S OF CAPITAL ACUXJNTS 
FOR THE YFAHS ENDED DFXEMRER 31, 1984 AND 1983 -- 

(in thousands) 

Capital Stock - Retained Earnings 
Dividend 

Par Legal stabilization Undivided 
Shares value reserve reserve -- - profits 

2,682 $268,277 $44,093 $ 0,400 $ 9,198 

229 22,871 

(41) (4,117) 

HALAN(‘F DF(‘FMBFR ‘31 A,) ,,I 1 , 1983 

Proceeds from sale of 
capital utock 

Redemption of capital 
ntnck 

Nel income for 1984 
Statutory trannfrr 

(Nob 9) 
Transfer from dividend 

y ntabilizstion 
reserve 1984 (Note 9) 

Cboh dividend8 on capital 
stock (10.6%) (Note 9) 

RAIANCE, DECEMBER 31, 1984 

Sre noteR to financial statements. 

39,815 

7,963 (7,963) 

3,035 (3,035) 

(28,817) 

2,870 287,031 52,056 11,435 9,198 

397 39,639 

(21) (2,082) 

7,903 

39,514 

(7,903) 

(1,188) 1,188 

(32,799) ~--~ 

u $59,959 $10,247 

-4- 
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Topeka “I 

FEDEKAI, HOME LOAN BANK OF TOPEKA 

STATFMI:NTS OF CHANCES IN FINANCIAL POSI’IION 
FOR TtIE YEARS ENDED DECEMBER 31, 1984 AND 1983 

1984 1983 
-(?i thousanm 

FTNANCTAL RESOIJKCES WEKE PROVIDED BY: 
Oprrnt ions: 

Net income $ 39,514 $ 39,815 
Noncash charges to income: 

Depreciation and amortization of furni- 
ture, equipment and leasehold 
improvements 91 53 

Amortization of concessions on 
consolidated obligations - bonds I., 329 1,347 

Amnrtization of discount on consolidated 
obligations - discount notes 13,084 lb ,997 

Amortization of deferred charges - Bank 
Roard cost of quarters 
Total from operations 

Net proceeds from issuance of consolidated 
oh1 ieat ions: 

Bonds 
Discount notes 

Advances repaid 
Proceeds from sale of capital stock 
Net chnnee in interbank loans and borrowings 
Net increase (decrease) in members’ deposits 
Decrease in securities sold 

under agreements to repurchase 
Increase (decrease) in accrued interest 

payable 
Increase in other liabilities 

Total 

FINANCTAL RESOURCES WERE IJSED FOR: 
Payments on maturing cons01 idated obligations 

Hands 
Discount notes 

Advances made, net of deferred gain on 
hedginp transactions 

Redemptions of capital stock 
(:nsh dividends paid on capital stock 
Net additions to furniture, equipment 

and 1 ensehold improvements 
Increase (decrease) in investments 
Tncrense (decrease) in accrued interest 

receivable 
Increase .in other asset.s 
‘Increase (decrease) in cash 

Total 

86 85 
t 56,297 

1 ,108,327 793,325 
246,138 244,513 

1,378,829 1,111,780 
39,639 22,871 
70,000 135,000 

115,873 (25,133) 

(20, 250) 

20,244 14,631 ‘1”‘;‘;‘;’ 

$ 752,000 $ 919,000 
226,650 448,100 

l-,812,083 1,1?4,713 
2,082 4,117 

32,799 28,817 

117 156 
204,352 (214,495) 

11,486 (I, 705) 
654 444 

5,562 (1,211) 

See notes to financial statements. 
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FEDERAL HOMIi IOAN BANK OF TOPEKA -” 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEARS ENDED DECEMBER 3l, 1984 AND 1983 

ORGANIZATION AND RELATED AGENCIES 

The Federal Home Loan Bank of Topeka (the Bank), a federally 
chartered corporation exempt from income taxes, is one of the 
twelve District Federal Home Loan Banks (FHLBanks) which, 
together with their member institutions, comprise the FHLBank 
System. The FHLBank System is designed to promote home owner- 
ship through the extension of credit to savings and home 
Financing institutions. Member institutions include all fed- 
erally chartered savings and loan associations, all federally 
chartered savings banks, and all institutions insured by the 
Federal Savings and Loan Insurance Corporation (FSLIC). Mem- 
bership is also available to qualifying institutions, such as 
state chartered, non-FSLIC insured savings associations and 
savings banks. 

The FHLBanks are instrumentalities of the federal government; 
they are owned by, and serve as central credit banks for, mem- 
ber institutions. A principal source of funds for the FHLBanks 
is sales to the public of debt instruments (consolidated obli- 
Rations) which are the joint and several obligations of all 
EHLBank a. Other funds are provided by issuance of capital 
stock, all of which is owned by the Banks’ members, and member 
deposits. 

The FHLBank System is governed and regulated by the Federal 
Home Loan Bank Board (Bank Board) which is an independent fed- 
eral agency in the executive branch of government. The Bank 
Board is the chartering and regulatory authority for federal 
aavinga and loan associations and federal savings banks. The 
Bank Board governs the Federal Home Loan Mortgage Corporation 
(Mortgage Corporation) which is a secondary mortgage market 
facility. The principal function of the Mortgage Corporation 
is to promote the flow of capital into the housing markets by 
establishing an active secondary market in residential mort- 
gages _ Further, the Bank Board also governs the FSLIC which 
insures the accounts of savers in federally insured savings and 
loan associations and federal savings banks. Bank Board 
expenses are met through assessments to the FHLBanks and the 
FSLIC and assessments to member institutions for examinations. 

- 6 - 
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1. SlIMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The more significant accounting policies not described else- 
where in the notes to the financial statements are as follows: 

Investments 

Investment securities are carried at cost, adjusted for amorti- 
zation of premiums and accretion of discounts, and deferred 
gains and losses from hedging activities. Gains and losses on 
sales of securities are included in income from investments. 

Furniture, Equipment and Leasehold Improvements 

These assets are stated at cost less accumulated depreciation 
and amortization of $270,459 and $179,609 at December 31, 1984 
and 1983, respectively. Depreciation and amortization are com- 
puted on the straight-line method over the estimated useful 
lives of the property or for leasehold improvements over the 
estimated useful life of the improvement or the remaining term 
of the lease, whichever is shorter. 

Improvements and major renewals are capitalized; 
maintenance and repairs are expensed as incurred. 

ordinary 
Gains and 

losses on disposals are included in other income. 

Federal Home Loan Bank Board Assessments 

The Rank expenses its pro rata share of the Bank Roard assess- 
ment for operating expenses during the year in which the 
assessment is levied. 

The Bank Board has assessed the Bank for its portion of the 
cost of the Bank Board’s office building in Washington, D.C. 
These payments are treated as a deferred charge and are amor- 
tized using the straight-line method over a 25-year period. 

FHLBanks ’ Office of Finance Assessments 

The FHLBanks ’ 
r it ies Fund, 

Office of Finance manages the Consolidated Secu- 
the sale of consolidated obligations and certain 

accounting functions for the twelve FHLBanks as a group. 
Assessments for the Office’s operating costs are charged 
directly to expense when bill.ed. 

7 - 
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(Joncessions on Consol ideted Obligations -- -- 

The amounts allowed dealers in connection with the sale of con- 
xnlidated obligation bonds are deferred and amortized on the 
straight-line method to the maturity of the obligations. How- 
ever, the amounts applicable to the sale of consolidated obli- 
gation discount notes are charged directly to expense as 
incurred because of their short-term maturities. 

Discounts on Consolidated Obligations - Discount Notes 

The discounts from the issue of consolidated obligation dis- 
count notes are amortized to expense using the straight-line 
method to the maturity of the related notes. 

The Rank is engaged in an asset/l.iability management program 
that permits the use of hedges in the cash and financial 
futures markets. Gains and losses on hedge transactions are 
deferred and amortized using the level yield method over the 
term to maturity of the related hedged assets or liabilities. 
Deferred gains and losses are reflected as an adjustment of the 
carrying value of hedged assets or liabilities. 

Unearned Commitment Fees 

Advance commitment fees are initially set up as a deferred 
credit when received. Non-refundable fees of less than $5,000 
are recognized as income immediately, and fees of $5,000 or 
more are amortized to income over the period of the commitment 
on the straight-line basis. Refundable fees are deferred until 
the commitment expires or the advance is made. 

2. CASH HAI.ANCES 

The Depository Institutions Deregulation and Monetary Control 
Act of 1980 authorizes FHLBanks to act as pass-through corres- 
pondents for member institutions required to deposit reserves 
with the Federal Reserve. The amount shown as cash includes 
pass-through reserves deposited with Federal Reserve offices of 
$12,905,000 and $5,744,500 as of December 31, 1984 and 1983, 
respectively. Memher reserve balances are included under Other 
Liabilities. 

- 8 - 
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Topeka 

3. INVESTMENTS 

A comparison of book and estimated market values of investments 
at December 31 follows: 

1984 
Book Value Market Value 

(In thousands) 

Federal funds sold 
Participation in the FHLBanks’ 

Consolidated Securities Fund* 

Total 

$402,500 $402,500 

93,075 93,188 

1983 
Book Value Market Value 

(In thousands) 

U.S. Treasury obligations 
Federal funds sold 
Term funds sold 
Participation in the FHLBanks’ 

Consolidated Securities Fund* 

Total 

“l:%oD 
$ 24,930 

35:ooo 
177,800 

35,000 

53,633 53,736 

*The FHLBank s ’ Consolidated Securities Fund (Fund) was estab- 
lished by the Bank Board to offer a centralized portfolio man- 
agement system for securities owned by FHLBanks. The Fund is 
managed by the Office of Finance of the FHLBanks and invests 
primarily in short-term money market instruments. 

4. ADVANCES TO MEMBERS 

At December 31, 1.984 and 1983, the Bank’s advances outstand- 
ing to members had interest rates ranging from 7.75% to 15.75% 
and from 7.50% to 16.63%, respectively, as summarized below: 

” 9 - 



Yeilr of Mat ur Ety 

1QHS 
1986 
l(iU-7 
1988 
1 YU’4 
I 0 9 0 - 1 4 9 4 

Tot al 

December 31, 19R4 
Amount Weighted Averap,g 

(in thousands) Interest Rate 

$1,188,242 11.442. 
768,852 11.55 
730,519 11.87 
454,833 11.50 
312,159 11.69 
566,372 12.24 

, 9 11 .68 

Deferred Net Loss from 
Hcrl,!inp, Transactions (Note 1) 

‘1’0 t a 1 

December 31, 1983 
Amount Weighted Average 

Yenr of Maturity 

1984 
1985 
1 c)Hh 
1987 
1988 
1989-1993 

Total 

{in thousands) 

$1 ,118,859 
637,823 
520,128 
376,340 
359,1.90 

Deferred Net Cain from 
Hedp,in~. Transactions (Note 1) 

Tntnl 

(1,072) 

Interest Rate 

11.26% 
11.33 
11.30 
11.64 
11.33 
11. .89 
11.43 

Outstanding advances ageregating $4,021,093,000 at December 31, 
Y 1984 and $3,587,839,000 at December 31, 1983 were collateral- 

ized by pledged investment securities, first mortgage loans, 
and FWLRnnk deposits and property which is acceptable to the 
Rnnk. The capital stoclc of the Bank owned by borrowing mem- 
bers is also pledged as additional collateral for outstanding 
advances. Rank System regulations permit a borrowing member to 
physically retain mortgage collateral assigned to the Rank, and 
in sllch circumstances, the member executes a written security 
agreement and agrees to hold such collateral. for the benefit 
bind subject. to the direction and control of the Rank. The Rank 
may, however, require a member to place physical possession of 
slrch collateral with the Rank or its safekeeping agent. 

- IO - 
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Topeka I 

The Hank participated in the Community Investment Fund, a five- 
year advances program from .June 1978. The program provided 
ft1nd.c; to members meeting elipibility criteria for active 
involvement in preserving and revitalizing older communities. 
As of December 31, 1984, advances of $20,905,000 were outstand- 
inF: under this program with an average original maturity of .6 
years at. rates ranging from 9.45% to 13.80%. These rates arc 
I/? of 1 percent below the estimated cost of issuing consoli- 
dated ohlisntions of comparable maturities at the time the 
commitments to advance funds were made. The net interest cost 
of this propram amounted to $201 ,000 in 1984 and $637 ,OfJO in 
1983, 

5. I NVk:STMKNT IN FF:Dt:RAI, HOME IJOAN MORTGAGE CORPORATION 

The investment in the Mortgage Corporation is stated at cost 
and consists of 7,900 shares of nonvoting common stock, par 
value $1 ,000, redeemable at par value (common stock), and a 
$1,95O,OfJO subordinated capital debenture, due June 20, 1987. 
The shares of common stock represent 3.9% of the common stock 
outstanding. The Federal Home loan Bank of Topeka received 
cash dividends on the common stock of $3,198,000 in 1984 and 
$1 ,346,OOO in 1983. 

The subordinated canitnl debenture issued on June 20, 1980, 
hears an interest rate of 11.50% per annum, payable semi- 
annual 1 y ; may not he sold, transferred, exchanged, or pledged 
without the express written consent of the Mortgage Corpora- 
t ion; is subordinated in right of payment to the prior payment 
in full of all. other obligations and indebtedness of the Mort- 
gnrre Corporation; and may be redeemed in whole or in nart on 
or after &June 20, 1985 at specified redemption prices at the 
option of the Mortgage Corporation. Tnterest of $224,000 was 
earned on the debenture during each year ended December 31, 
1984 and 1983. 

rJn December 6, 1984, the Mortgage Corporation created a new 
class of participating preferred stock (preferred stock) and 
authnrized the distribution of such preferred stock to the 12 
District Banks of the Federal Home Loan Bank System and by 
those District Ranks to their member institutions that were 
stockholders of record as of December 31, 1984. 

The Federal Home Loan Bank of Topeka received and distributed 
to its member institutions 585,000 shares which represented 
3.9% of such participating preferred stock of the Mortpaee 
Corporation. 

- 11 - 
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The Mortgage Corporation resolution that authorized the distri- 
bution of the preferred stock requires that the preferred stock 
be distributed to the member institutions as a condition of the 
District Bank’s receipt of the stock. Because the District 
Bank did not have the benefits of ownership of the preferred 
stock at any time, for financial reporting purposes, it has not 
been reported as an asset or income of the District Bank, or as 
a dividend to the member institutions. 

In any future calendar year, unless and until dividends on the 
preferred stock in the aggregate amount of $10 million have 
been declared and paid or set apart for payment, no dividends 
may be declared or paid or set apart for payment on the common 
stock of the Mortgage Corporation. Thereafter in such year, 
holders of outstanding preferred stock will be entitled to 
receive in the aggregate $90 in dividends for every $10 in 
dividends paid on the common stock in the aggreate. 

6. I NTERHANK BORROW I NGS 

The Bank has borrowed from other FHLBanks in 1.984 and 1983. 
The fol.lowing is a summary of these loans at December 31: 

1984 1983 
Maturity Principal. Interest Maturity Prlnclpal Interest 

r 

7 

Amount Rate Date Amount Rate 
(in thousanas) (in thousands) 

$ 5,000 
35,000 

5,000 
5,000 

25,000 
10,000 
25,000 
25,000 
50,000 
50,000 

11.122 
11.76 
11.16 
11.21 
10.94 
11.31 
10.99 
11.02 
11.90 
12.15 

CONSOLIDATED OBLIGATIONS 

11/14/86 

$ 35,000 
30,000 
40,000 

5,000 
35,000 

5,000 
5,000 

10,000 

9.30% 
9.70 
9.22 

11.12 
11.76 
11.16 
11.21 

11.31 

The outstanding obligations of the FHLBanks (see “Organization 
and Related Agencies above), including the pass-throughs to 
the Mortgage Corporation (see Note 12), were $67,257,265,000 
and $51,345,965,000 at December 31, 1984 and 1983, respec- 
tively . Regulations require the FHLBanks to maintain in the 
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aggregate, unpl.edged qualifying assets in an amount equal to the 
consolidated obligations outstanding. “Qualifying assets” are 
defined as cash, obligations of or fully guaranteed by the United 
States, collateralized advances, and federally insured or 
guaranteed mortgages, The FHLBanks were in compliance with this 
regulation as of December 31., 1984 and 1983. 

The following is a summary of the Bank’s participation in 
consolidated obligations at December 31 (in thousands): 

Yearn of 
Maturx 

‘I.985 
1986 
1987 
1988 
L9a9 
1990 - 1993 

Total 

Due within one year 

Years of 
Maturity 

December 31, 1983 
Bonds 

Range of Weighted Average 
Coupon Rates Interest Rates Outstanding 

1984 7.38-16.40% 
1985 7.38-15.00 E2 
1986 9.55-16.40 13: 59 

December 31, 1984 
Bonds 

Range of Weighted Average 
Coupon Rates Interest Rates Outstandinq 

7.38 - 15.00% 12.13% $ 810,000 
9.55 - 16.40 13.12 596,000 
7.60 - 13.30 11.09 668,000 

10.15 - 14.20 11.00 420,820 
11.38 - 15.10 13.89 269,180 
10.70 - 13 70 11.50 445,000 

Discount Notes 
Book Value Par Value 

1987 
1988 
1.989-1993 

Total 

7.60-11.35 10.21 443; 000 
10.15-14.20 10.91 320,820 
10.70-15.10 12.53 489,180 

Discount Notes - 
Book Value Par Value 

Due within one year 

- 13 - 
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n. CKEDI’I” AVAT1,AHI.E FROM THE U.S. TREASURY 

Sect inn 11 (i) of the Federal Home Loan Bank Act authorizes the 
Secretary of the Treasury, in his discretion, to extend credit 
to the FHLRanks aggregating not more than $4 billion, the 
t ems I conditions, and interest rate to be determined by the 
Secretary ni the Treasury. There were no outstanding borrow- 
ings from the U.S. Treasury during the two-year period ended 
December 71 , 19x4. 

9. CAPITAI, 

The capital stock of the Rank has a par value of $100 per 
share. Capital stock held by members in excess of their statu- 
tory requirement may be redeemed at par value by the Bank or 
sold tn other Bank members at par value provided the resulting 
stock trwnsfer is recorded on the books of the Bank. 

Retained earnings of the Hank consist of undivided profits, a 
legal reserve, and a dividend stabilization reserve (DSR). The 
Rank must transfer 20% of its net income to the legal reserve 
semiannually until the reserve equals the capital stock amount. 
Thereafter, 5% of the Bank’s net income must be allocated for 
this purpose. 

In 1983 and 1984, dividends were permitted only to the extent 
of current year’s net income, after statutory transfer, and the 
DSR, anal were authorized to be paid either annually or semi- 
annually. In addition, the Bank Board required that the Bank 
retain in the dividend stabilization reserve that portion of 
the income from prepayment penalties which, if allocated on a 
pro rata basis over the maturity of the advances prenaid, would 
be allocated to future dividend periods. Dividends may be paid 
in the form of capital. stock, if authorized by the Board of 
Directors. 

10. EMPILIYEE RETIREMENT PLAN 

The Rank is a participant in the Financial Institutions Retire- 
ment Fund (FIRF) and substantially all of its officers and 
employees are covered by the Plan. The Bank’s contributions 
are determined by FIRF and generally represent the normal cost 
of the Plan (unfunded prior service costs are not significant). 
Pension costs charged to other operating expenses were $102,000 
in 1984 and $91,000 in 1983. The Bank’s policy is to fund 
pension costa as accrued. FIRF does not segregate the assets, 
lishil it ies, or costs by participating employer. According to 
the FIRF administrators as of June 30, 1984, the date of the 
latest actuarial valuatfon the book and market values of the 
fund aasete exceeded the value of vested benefits in the 
aa,grea,ate. 
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11. COMMITMENTS 

Rental expenses of $672,000 in 1984 and $583,000 in 1983 for 
premises and equipment have been charged to other operating 
expense. Future minimum rentals are as follows (in thousands): 

1.2 

1.3 SUBSEQUENT EVEN? 

1.985 
1986 
1987 
1988 
1989 

Total 

Premises Equipment Total 

w; $ 574 $ 743 
365 534 

179 297 476 
176 176 
146 146 -- 

The lease agreement for the Bank’s premises provides for in- 
creases in the basic rentals resulting from increased property 
taxes and maintenance expense. 

Commitments for advances to members totaled $224,145,000 at 
December 31, 1984, and $134,725,000 at December 31, 1983. 

Interest Rate Swaps - An interest rate swap is a contractual 
interest exchange agreement in which, for a predetermined 
period, one party agrees to make periodic fixed interest rate 
payments to another party in return for receiving variable 
interest rate payments. At December 31, 1984, the Bank had 
outstanding $185,000,000 in underlying notional principal of 
interest rate swap agreements. The net interest income from 
interest rate swap agreements amounted to $348,000 for 1984. 

CONTINGENCIES 

As provided for in Section 306(c) of the Federal Home Loan 
Mortgage Corporation Act, the Bank Board has provided for the 
guarantee by the FHLRanks of certain borrowings of the Mortgage 
Corporation from the FHLBank of New York. Each of the FHLBanks 
participates in the guarantee in proportion to its investment 
In the common stock of the Mortgage Corporation (see Note 5). 
At December 31, 1984, the FHLBanks have guaranteed 
$1,790,000,000 of the Mortgage Corporation’s borrowings from 
the FHLBank of New York in the form of pass-throughs of the 
proceeds of certain consolidated obligations. 

On January 3, 1985, the FHLRanks issued $200,000,000 consoli- 
dated bonds at 11% due December 27, 1989. Interest is payable 
annually commencing December 27, 1985. The bonds are the 
joint and several obligations of all twelve FHLBanks. 
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The Hank’s participation in the consolidated bonds issued 
.January 3, 1985 is $12,400,000. 

14. RECLASSZFICATIONS 

Certain 1983 amounts have been reclassified to provide 
consistency with 1984 amounts. 

1 
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