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EXECUTJVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

DATE: 5/9/83 

TO: James Baker 

Lawrence A. Kudlow 
FROM: ASSOCIATE DIRECTOR 

FOR ECONOMICS ANO PLANNING 

For your information and review. 



MEMORANDUM FOR: 

FROM: 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

~ASHINGTON, O .C . 20503 

May 6, 1983 

David A. Stockman 

Lawrence A. Kudl ow fXJi 
SUBJECT: Economic Meeting with the President 

May 9, 1983 

Attached are a variety of update papers and analyses prepared during the 
past two weeks. The net effect of these and other indicators points 
toward a trend of solid improvement in the U.S. economy. Moreover, in 
both the business and financial sectors, this improvement trend is 
developing additional momentum. 

1) Monetary Policy 

o The pronounced slowdown in bank reserve growth, started in 
mid-December 1982, is now generating the lagged slowdown in 
money supply growth that would normally be expected. 

o The level of Ml (4 week moving average) has changed only 
slightly during the past 6 weeks, and the 4-week growth rate 
has slowed from 28% in late February to 0.7% in late April. 

o The balance sheet analysis of monetary policy continues to 
provide the only reliable reading of the Fed. 

1/8/82 - 6/30/82 
6/30/82 - 12/8/82 
12/8/82 - 4/13/83 

Source Base 

-0.7 
8.5 

-0.4 

Non-Borrowed 
Reserves 

0.0 
17.7 

l • 4 

o The policy turnaround from restraint to stimulus in mid-1982 is 
the dominant factor in the money growth surge from August to . 

• March. 



o The December shift in policy is now yielding a slowdown in 
money growth after a lag of 3 months. This is right in line 
with the normal econometric calculations of the bank reserves 
and money supply relationship. 

o Deposit shifts into money market deposit accounts caused a 
large increase in the money multiplier (Ml= Base x multiplier; 
Ml = nonborrowed reserve base x multiplier), causing some 
overstatement of money growth in Ql/83. 

o A large positive seasonal adjustment factor also caused some 
overstatement of Ml growth during Ql/83. 

o The new deposit effects have largely passed, and there is 
reason to believe that the multiplier will weaken and then 
stabilize during the next few months. Hence a slow reserve 
growth path will yield a modest increase rate for Ml. 

o Three factors will influence Fed policy during the second and 
third quarters: 

a) money growth rates, 
b) economic recovery indicators, 
c) monetary targets. 

a) The Fed will lower the Federal funds rate only if 
the May money numbers continue the weak 
March/April trend. Thus, the funds rate wi ll 
probably be reduced from the prevailing 8 1/2% 
level, but not for a few more weeks. 

b) Nearly all the economic evidence suggests a stronger 
than concensus recovery. If the next round of data 
for April continue this trend, then the Fed is not 
likely to rush toward a lower funds rate, a drop in 
the discount rate, and a speed-up in reserve 
expansion. With more economic growth, they can drag 
their feet in the open market. But a second shift 
toward ease is in the cards, at the latest by 
mid-year . 

c) Year-to-year Ml growth is still running above 10%, 
and the Fed would love to pull it back into the 4 to 
8% target, even though publicly it is said Ml does 
not matter. But I do not believe this public 
rhetoric. 

2 



Bottom line: 

~onetary policy has become less accommodative, and 
properly so, with no adverse i1npact on either the 
economy or the credit Tiarkets. But policy is ~till 
basically easy, and will continue so for quite a 
while. 

2) Financial Markets 

o Long term bond prices have rallied substantially in recent 
weeks, and the 10 3/3' s of 2007 are trad in g at a premium above 
par, yielding abou t 10.25%. This is a new lo..,, in yield, 
representing a breakthrough fro~ the previous low of 10.4 5% 
las t ~oveinber. 

o Gol rl pri ce s ha ve been stabl e at ar ou nd S430 per ounce . 

o D) llar exchange rate re~ains strong at 121.5, near the high of 
t0e pa st 2 years. 

o The Do~-Jones closed at 1233, sh owing that the widely expected 
"t ec hnical" correction has not occu rred -- the fu ri da1nentals are 
too goo d. 

o As is illustrated by the followin9 three charts, total credit 
de·1arid is well ~elow the average of 6 post -war re ce ssi on s 
{exclud i rig 1980 ) at co~par able stages. Fede ral credit demand 
is ab ')Ve av i::r age, but private credit de:1and is fa r be~ ow 
average. Deficit s are not a concern until privat e credit 
de·1an ds revive. This is the reliquification phase of th2 
business cycle, and there are am~le savings to finan ce t he 
defi cits. Right now, tti -' i a ,- k-::-~ s don't give a hoot ab ou t 
deficits. 
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o A pro xy for private credit demand, comprised of C&l loans and 
non-financial commercial paper, shows that during the 
Jan~ary-April period, private credit 1emand was essentially 
fl 9t. 
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o Corporate stock flotations are very high, and this reduces the 
demand for bank loans and bond issues, helping to reduce the 
overall credit demand. Also, profit margins are wide and 
prof it levels are r1s1ng fast, so much of the business 
expansion will be funded through retained earnings. 

o As long as the credit demand picture is weak, the markets will 
have little or no concern for the budget deficit problem. This 
honeymoon with liquidity will not last forever and the deficit 
will be a major problem at some future point, but not for the 
foreseeable future. 

Bottom line: 

1) Heavy reliquification and r1s1ng profits are positive 
factors for interest rates. 

2) Wi th stable gold and lower long-term rates, inflation 
expectations are not reviving -- maybe even some further 
reduction wi th the monetary growth pullback. 

3) With short rates well below long rates and perhaps a 
steeper yield curve if and when the Fed pushes down the 
funds rate, the bond market environment is quite positive. 

4) All this is still a green light for stocks, if not for the 
broad averages, at least for many of the groupings 
(particularly heavy industry, capital investment and raw 
materials producers) . 

3) Business Conditions 

.. 

o Recent data for housing, production, factory orders, income and 
employment all show growing recovery momentum. 

o Inflation rates are not likely to decline any more, but there 
are no signs of reviving inflation pressures. 

o A list of 29 leading and coincident indicators show: 

14 are above average compared to past cycles . 

15 are below average. 

5 



o The composite index of leading indicators is below average 
cyclical levels 20 months after the prior peak (July 1981), but 
it is catching up fast. 

o First quarter real "GNP was stronger than the Commerce data 
suggested. When properly adjusted for CCC distortions and the 
antiquated net export deflator procedure, real GNP increased by 
5.0%, real final sales by 6.9%, and the GNP deflator by 4.0%. 

Bottom line: 

1) First recovery year will not reach 7.2% average, but 5-6% 
range looks more and more likely. 

2) Big real GNP quarters for Q2 and Q3. 

2) Assuming no monetary shocks, the second year of recovery 
should run in 5-6% range, above the 3.3% average . 

. . 

6 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, O .C. 20503 

MEMORANDUM FOR: Lawrence A. Kudlow 

FR01•1: Ahmad Al-Samarrie Al.Jli-~ 
Mark A. Wasserman~//,....~ 

SUBJECT: Labor Market in April 

May 6, 1983 

1) The labor market continued to improve in Apri . 

o Total payroll ~mplo~ent, a key component of the inde x of 
coincident indicators, rose by 260,000 in April, with a large 
gain (110,000 ) occurring in manufacturing. Since the December 
1982 trough, total payroll employment has risen 650,000 and 
factory employment 250,000. 

o Factory hours and fac_!_or~overtime each increased a hefty 0.5 
hours in April, confirming that the recovery is gathering 
momentum. In an initial expansion phase, employers usually add 
hours to the schedules of those currently employed ·before 
hiring additional workers, thereby improving productivity and 
prof its. 

o Reflecting the combined effects of higher payroll employment and 
longer workweek, aggregate weekly hours in manufacturing surged 
2.1% last month. 

Based on these data, we estimate the rise in April 
industrial production (scheduled for release on 
May 13) to be around 1 3/4%. 

Since the cyclical trough in December 1982, aggregate 
manufacturing hours have risen 5.1%, or more than double 
the average increase of 2.2% experienced during comparable 
periods in the postwar cyclical recoveries. This 
above-average performance reflects in part the severity of 
the 1981-82 decline in manufacturing activity. 



,· 

o The employment diffusion index (percent of industries in which 
employment increased) rose to 72.6, the highest level in nearly 
two yea r s . 

o The overall £:!._vilian unemployment rate edged down to 10.2% in 
April from 10.3% in March and a high of 10.8% in December 1982. 
The small decline in Apr i l's jobless rate reflects large 
increases in both the civilian labor force (300,000) and 
civili~n em~loyment (350,000). 

2) Further employment gains are suggested by recent data . 

o New~~~~~or~_~rder2_, a leading indicator of production, averaged 
$159.6 billion in Ql/83, a 21.1% annual rate of increase over 

· the Q4/82 trough level. This gain is the same as the average 
increase in manufacturing new orders during the first quarter of 
past recoveries. 

New F acto r:x_ _()_rde_r_s_ 

Troug h Level T + 1 Level % Change 
..Ir_o_u-9..b._ _Q_u_~r_t_e r ($billions) ( $ bi 11 ions) (ann ual r_attl 

Q4 / 49 NA NA NA 
Q2/ 54 NA NA NA 
Q2/ 58 25.9 27.3 23.5 
Ql / 61 29 . 3 30.6 18 .4 
Q4/70 51. 7 55.3 30.5 
Ql/75 80.6 82 .6 10.6 
Q3/ 80 155.9 164.0 22.5 

Ave r age 21.1 

Q4/82 152 .1 159 .6 21.1 

o The April report of the _!!~~ion~l -~~sociation of Purchasing 
Management indicates marked strength in the industrial sector of 
the economy. The managers composite diffusion index (based on 
new orders, production, employment, vendor performance and 
inventories) was 57.1% in April, compared to 54.7% in March and 
a cyclical low of 41.0% in December. A reading above 50% 
ind~c_!_t_e_s _ _!_n__~x_e.a_~~~~c_onomy_:_ The increase in the composite 
index since December (39.3%) is slightly above the average gain 
of 36 . 9% in the previous six cyclical upturns. 

2 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, O.C. 2ID!i03 

May 6, 1983 

MEMORANDUM FOR: David A. Stockman 

FROM: Lawrence A. Kudlow (frll 
SUBJECT: Underestimation of Economic Strength in Ql/83 

o Nominal GNP is estimated to have increased at an annual rate of 
9.1% in Ql/83, with a 3.1% rate of growth in real GNP and a 5.8% 
rate of increase in the GNP deflator. 

o The real GNP data are appropriate for measuring production in the 
U.S. and for explaining changes in employment and productivity. 
However, these data may not be the most appropriate measure of 
U.S. residents' command over resources. As shown below, due to 
the par ticular manner in which net exports are estimated, there is 
some reason to believe that the economy in Ql/83 is str~er than 
what is suggested by the real GNP data, while inflation for people 
in the U. S. is lower. 

o In calculating real GNP, exports and imports are deflated 
separately to obtain real net exports . The current dollar value 
of exports are deflated by export prices and the current dollar 
imports by import prices. Net exports in constant dollars are 
then calculated by subtracting deflated imports from defLated 
~~~r_t_s_ . 

This method of calculating real net exports (a component of 
GNP) exaggerates the improvement in the economy in periods 
of deteriorating terms of trade, i.e., when import prices 
rise much more rapidly than export prices. During such 
periods, as occurred during roost of the 1970's because of 
the sharp rises in oil prices, the import deflator reduces 
the level of imports roore than the export deflator reduces 
the level of exports. As a result, the levels of 
constant-dollar net exports as well as real GNP are higher. 

In contrast, this estimating method underestimates the 
strength of the economy when U.S. terms of trade improve, as 
has been the experience in the recent quarter as a result of 
the discernible decline in oil prices. 



-u One way to reflect changes in the terms of trade on corrrnand over 
resources and their influence on economic activity is to use a 
given price deflator to deflate net exports instead of using 
separate deflators for the trade components. Edward Denison, in 
the May issue of the Su~ of Current Business, advocates using 
the import price deflater for converting current-dollar net 
exports into constant-dollar values. 

o Computing the improvement in purchasing power using Denison's 
approach and comparing the results with the real GNP estimates 
leads to the following conclusions. 

a) Real command over resources in Ql/83 rose at an annual rate 
of about 5% instead of the 3.1% rate of real GNP. Moreover, 
the increase in the implicit price deflator is lower than 
GNP deflator (4.0% vs. 5.8%). 

Real net exports are estimated to have increased $3.0 
billion in Ql/83 using the Denison method. This is in 
sharp contrast to the $3.2 billion decline in real net 
exports in that quarter using the official data. 

b) The 1981-82 recession is shallower than the real GNP 
estimates would imply. The peak to trough decline is 
estimated to be 1.8% using Denison's measure instead of the 
2.2% decline suggested by real GNP. 

c) During the recession from Q4/73 to Ql/75, when the terms of 
trade were deteriorating, command over resources declined by 
5.9%, fully 1.0 percentage points roore than the 4.9% decline 
in real GN P. 

o There was a large $7.5 billion decline in real CCC inventories in 
Ql/83 which slowed the growth of final sales. Excluding CCC 
purchases and adjusting for the distortion caused by the net 
export deflator, real final sales in the first quarter would have 
increased at an annual rate of 6.9% instead of the 0.9% gain 
reported by Commerce. 
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THE WH ! T E H O U SE 

April 29, 1 983 

MEMORANDUM FOR THE PRESIDENT 

FROM: CRAIG L. · FULLER 

SUBJECT: Houston Rapid Rail System 

The Department of Transportation has just this morning 
provided us with the attached status report on the Houston 
Rapid Rail System. It is an issue that may be raised during 
you visit to Houston, Texas later today. 

Suggested guidance: You are aware of Houston's application 
for funding to assist in building an 18 mile Rail Rapid 
Transit Project from Harris County, through downtown 
Houston and then into the far we st portion of Harris 
County. 

You can assure anyone that asks that Secretary Dole and 
the Department of Transportation are giving the 
application careful considerat i on, particularly in light 
of the high degree of local f i~ancial support and 
general community support this project has received. 

However, no commitment can be made at this time to the 
project, since the matter is unde r review by Eli zabeth 
Dole. 

cc: James A. Baker III 



BACKGROUND: 

FUNDING: 

NEW STARTS 
ISSUE: 

CURRENT 
STATUS: 

HOUSTON RAPID RAIL SYSTEM 

UCC-1 
4/29/ 83 

The Metropolitan Transit Authority of Harris County, Texas 
(METRO) is proposing to build an 18.2 mile Rail Rapid Transi t 
project for the county's most congested tr ansportation 
corridor. The project would run from Crosstimbers Street in 
northern Harris County through downtown Houston and then to 
West Belt in far west Harris County 

On September 29, 1982, the Metro Board of Directors approved 
the METRO-stage one, Regional Rail system. Houston's City 
Council has endorsed the rail project wi t h a sub way al ong Maif1 
Street in the downtown. 

Current estimates by Metro set the total project cost at 
approximately $2.1 billion. Metro has submitted a grant 
application to the Urban Mass Transportation Administration 
(UMTA) seeking a letter of intent for the project in the amount 
of $937 million in Federal funds. They are requesting $150 
million in FY 84, $200 million in FY 85, and $200 million in FY 
86. 

In most cases, UMTA makes grants for 75% of t he net project 
cost of mass transportation projects, with state and local 
government providing the remaining 25%. However, because of 
the very substantial local financial commit rnent to this 
project, UMTA's share of the total cost wo uld be less than 
50%. 

The l egislative history of the gas tax legis l ation indicates 
congressional intent that a fair share of the gas tax receipts 
be made available to rapid growing cities to fund cost 
effective new rail systems. This was a particularly important 
issue for the Texas congressional delegation. 

Prior to the passage of the gas tax legislation, the 
Administration position was to defer funding of new starts. 

,
However, both the Department of Transportat ion and OMB have ,fj 
confirmed recently that cost effective new rail starts are / 
eligible for funding with the gas tax receipts. 

The Department has received Houston's application for fun di ng. 
We will be reviewing that application, and will place 
particulary emphasis in our review on the cost effectiveness of 
the proposed system. In this context, cost effectiveness means 
both traditional cost effectiveness analysis in terms of added 
cost per rider and also the extent of the local financial 
commitment to the project. 



-2-

Secretary Dole met with with Houston officials and members of 
the Texas congressional delegation on Tuesday, April 26. They 
expressed their strong support for the project and for Federal 
funding. 

In addition, both the House and Senate Appropriations 
Committees will be marking up their bills and reports in May, 
and it is possible that one or both committees will 11 earmark 11 

funds for the Houston project. 
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SUBJECT: Houston Rapid Rail System 

The Department or ~ransportation has just this morning 
provided us with the attached status report on the Houston 
Rapid Rail System. It is an issue that may be raised during 
your visit to Houston, Texas later today. 

Suggested guidance: You are aware of Houston's application 
for funding to assist in building an 18 mile Rail Rapid 
Transit Project from Harris County, through downtown 
Houston and then into the far west portion of Harris 
County. 

cc: 

You can assure anyone that asks that Secretary Dole and 
the Department of Transportation are giving the 
application careful consideration, particularly in light 
of the high degree of local financial support and 
general community support this project has received. 

However, no commitment can be made at this time to the 
project, since the matter is under review by Elizabeth 
Dole. 

James A. Baker III ~ 
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ISSUE: 

CURRENT 
STATUS: 

HOUSTON RAPID RAIL SYSTEM 

UCC-1 
4/29/83 

The Metropolitan Transit Authority of Harris County, Texas 
(METRO) is proposing to build an 18.2 mile Rail Rapid Transit 
project for the county's most congested transportation 
corridor. The project would run from Crosstimbers Street in 
northern Harris County through downtown Houston and then to 
West Belt in far west Harris County 

On September 29, 1982, t~~ Matro Board of Directors approved 
the METRO-stage one, K~~ ;onal Ra~~ system. Houston's City 
Council has endorsed the rail project with a subway along Main 
Street in the downtown. 

Current estimates by Metro set the total project cost at 
approximately $2.1 billion. Metro has submitted a grant 
application to the Urban Mass Transportation Administration 
(UMTA) seeking a letter of intent for the project in the amount 
of $937 million in Federal funds. They are requesting $150 
million in FY 84, $200 million in FY 85, and $200 million in FY 
86. 

In most cases, UMTA makes grants for 753 of the net project 
cost of mass transportation projects, with state and local 
government providing the remaining 25%. However, because of 
the very substantial local financial commitment to this 
project, UMTA's share of the total cost would be less than 
50%. 

The legislative history of the gas tax legislation indicates 
congressional intent that a fair share of the gas tax receipts 
be made available to rapid growing cities to fund cost 
effective new rail systems. This was a particularly important 
issue for the Texas congressional delegation. 

Prior to the passage of the gas tax legislation, the 
Administration position was to defer funding of new starts. 
However, both the Department of Transportation and OMB have 
confirmed recently that cost effective new rail starts are 
eligible for funding with the gas tax receipts. 

The Department has received Houston's application for funding. 
We will be reviewing that application, and will place 
particulary emphasis in our review on the cost effectiveness of 
the proposed system. In this context, cost effectiveness means 
both traditional cost effectiveness analysis in terms of added 
cost per rider and also the extent of the local financial 
commitment to the project. 
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Secretary Dole met with wit h Houston officials and members of 
the Texas congressional delegation on Tuesday, April 26. They 
expressed their strong support for the project and for Federal 
funding. 

In addition, both the House and Senate Appropriations 
Committees will be marking up their bills and reports in May, 
and it is poss ib 1 e that one or both committees wil 1 11 earmark 11 

funds for the Houston project. 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

March 25, 1983 

MEMORANDUM TO: ED MEESE 

SUBJECT: 

JIM BAKER 
ED HARPER 
DICK DARMAN 
CRAIG FULLER 
KEN DUBERSTEIN 

Case Example of the Need for an Eventual Budget 
Resolution Compromise 

1) Can we do without a FY 1984 Budget Resolution? 

Given the House outcome Wednesday and the prospect of 
significant difficulties on the defense and tax issues in the 
Senate, the view will gain currency in some Administration 
quarters that no budget resolution would be better than the 
kind of overall compromise that will be needed to pass a 
conference report. 

I caution strongly against this view because I believe absence 
of a budget resolution and reconciliation process will lead to 
far higher domestic spending levels than might otherwise be 
the case, as a result of: 

o No legislative action on major entitlement savings 
(e.g. Medicare, Civil Service, CCC for which up to 
$70 billion in proposed savings is at risk over 
FY1984-88); 

o Major increases in discretionary appropriations due to 
an absence of 302(b) ceilings. 

The reason for this latter assertion is that the 302(b) 
appropriations ceilings emerge from a top-down process in 
which deficit minimization is a major factor iri the budget 
resolution equation. 

By contrast, domestic appropriation bills unconstrained by 
fiscal ceilings reflect the narrow, multiple, bottom-up 
pressures from program constituencies, advocacy oriented 
congressional sub-committees, and the fact that our 
veto-sustaining forces -- conservative Democrats and 
mainstream Republicans -- are highly influenced by the GOP 
committee "specialists" in each major program area (e.g. 
education, nutrition, energy, etc.). These "issue leaders" 
and ranking members invariably have a soft spot for their 
respective program jurisdictions. 

As a consequence, if they are supportive of, or even 
indifferent to, a bill or appropriation measure, our veto 
strength erodes significantly -- often entirely. 



Almost without exception, these "issue leaders" support 
funding levels in their program domains substantially higher 
than the Administration request, and frequently higher than 
would be permitted in a "compromise" budget resolution 302(b) 
ceiling. 

The attached illustrative rack-up of comparative funding 
recommendations for major programs in the jurisdiction of the 
House Education and Labor Committee clearly demonstrates this 
point. 

2) Comparative Funding Levels for Major House Education and Labor 
Committee Programs 

Recommendation 
FY1984 
Amount 

(billions) 

Overall Funding Recommendation for 
MaJor Programs Within Education 
and Labor Jurisd1ct1on: 

0 President's Budget .••••• 

0 Committee GOP • , ••••••••• 

0 House Budget Resolution. 

0 Committee Democrats ••.•. 

Funding for Employment/Training 
and Public Jobs: 

0 President's Budget .••••• 

0 Committee GOP • •••••••••• 

0 House Budget Resolution. 

0 Committee Democrats ••••• 

Funding for Education Program: 

o President's Budget ••••.• 

o Commit tee GOP ••••••••••• 

o House Budget Resolution. 

o Committee Democrats •••.• 

$26.5 

35.3 

41. 2 

49.5 

$5.0 

11.0 

14.5 

20.4 

$11.6 

13.2 

14.5 

15.7 

Percent Increase From 
Enacted President's 

1983 84 Budget 

-9% 

+21% +33% 

+42% +56% 

+70% +87% 

+1% 

+121% +118% 

+192% +188% 

+311% +305% 

-13% 

. -1% +14% 

+9% +25% 

+19% +36% 



3) Analysis of Implications 

o As excessive as it is, the House Budget Committee 
Resolution embodies considerable restraint ($8 billion 
less) relative to the recommendations of the Committee 
Democrats. 

o House Republicans recommended aggregate funding levels 
$9 '. billion higher that the President's budget, and double 
the President's level for employment, training and public 
jobs. 

o On a relative scale, the Education and Labor Republicans 
are closer to the HBC resolution level than the President's 

) 

budget. 

o In the absence of a budget resolution 302(b) ceiling, the 
President's budget level will not be a viable or 
sustainable veto benchmark -- given the position of the GOP 
committee leadership. 

o Since most of the big spenders in both parties congregate 
on the Education and Labor Committee, this is a somewhat 
exaggerated example. Nevertheless, absence of a budget 
resolution will result in a substantial escalation of the 
funding levels at which we could hope to sustain vetoes. 
The countervailing pressure of deficit reduction operative 
in a budget resolution compromise would almost certainly 
result in lower 302(b) ceilings and ultimate funding 
levels. 



' ' 

MAJOR FY84 BUDGET ASSUMPTIONS 

EDUCATION AND LABOR COMMITTEE 

FY 1984 
FY 1983 FY 1984 FY 1984 FY 1984 , ReEub. 

AEEroEri- Reagan Committee First Ed & Labor 
at ion Budget Re com- Budget Re com-

Estimate Request mendation* Resolution* mendation* 
{in millions of dollars) 

Elementar~, Secondar~ and 
Vocational Education 

1) Title ! ............................... 3168 3014 4138 3823 3172 
2) Education Block Grant/Special 

programs . ............................. 535 479 908 606 510 
3) Science and math ..•...••.•.•.••.••••.• 50 300 295 250 
4) Bilingual education .•..•••••.•.••••••. 138 94 212 140 100 
5) Impact aid . ........................... 480 465 930 505 475 
6) Education for the handicapped •••••.•.• 1,110 1,110 1,226 1,226 1,110 
7) Vocational education •••.••••••••••••.• 729 500 918 937 728 
8) Adult education ....•.•.•••••.•..•.•••• 95 ** 141 *** 95 
9) Indian education ....••.•••••.•..•••.•• 332 240 414 375 330 

10) Subtotal, elementary and 
vocational education ••..••••..•••••••• 6,587 .5, 952 . 9, 187 7,907 6, 770 

Higher Education 
: 

11) Pell grants ...•..••.•.•..••••••••••••. 2,419 2, 714 3,009 3,009 2,879 
12) Supplemental opportunity grants ••••.•• 355 0 370 370 355 
13) Work-study .... .......•................. 540 850 550 550 565 
14) Direct loans ••.••..•.•.•••...•••..•.•• 194 4 202 202 194 
15) State incentive grants ••.••••••••.•.•. 60 0 76 76 60 
16 ~ G SL •••.•.......••...••.••••••.•.••...• 3,100 2~048 2,349 2,349 2,349 
17 Subtotal, Higher Education ••.•••••.••• 6,668 5,616 6,556 6,556 6,402 

Other Education-Related · 

18) National Institute of Education ••.•..• 56 48 60 56 48 
19) Librarie·s . ............................ 80 0 88 81 82 
20) Arts and Humanities •.•.••••••...••.•.• 274 237 326 294 281 
21) Subtotal, Other education-related ••..• 410 285" m ill ill 



·- - - - ------------ -·- ----- - - ---

Employment and Training/Jobs 

22) Employment and training assistance •••• 
23) (Forward funding) ••.•••••••••••••••••• 
24) Emergency Jobs Program ••••.••••. • ••••• 
25) Corrmunity Service Employment for 

01 der Americans ...................... . 
26) WIN ••••••••••••••.•••••••••••••••••••• 
27) American Conservation Corps ••••••••••• 
28) Labor Services ....................... . 
29) Subtotal, Employment and 

Training/Jobs ••••••••••••••••••• •••••• 

Social Services 

30) Black lung benefits ••••••••••••••••••• 
31) Rehabilitation •••••.•.•••••••••••••••• 
32) Head Start .. ......................... . 
33) Aging ....•.................••.....••.. 
34) Community S~rvices Block Grant •••••••• 
35) Action ....... . ....................... . 
36) Low-income energy assistance •••.. ••••• 
37} Subtotal, Social Services •.••. ~ •...••. 

Nutrition Assistance . 

38) Special milk .•....••..••••.••••••••••• 
39) Child nutrition ••.••. ••••••••••••••••• 
40) WIC ........... . ... . .. . ....... .. ....... . 
41) Subtotal, Nutrition Assistance ••• • •••. 

!42) Total •.••••••••.•••••••••••••••••••••• 

FY 1983 
Appropri-

at ion 
Estimate 
---

3,789**** 
N/A 

0 

282 
271 

0 
630 

4,972 

1,093 
1,037 

912 
672 
360 
129 

1,r5 
6, 78 

20 
3,178 

i'~9i ' 
29,106 

FY 1984 FY 1984 
Reagan Committee 
Budget Rec om-

Request mendation* 

3,643**** 5,740 
4,304 
8,950 

725 
0 

0 
0 
0 

675 

5,043 

1,027 
1,037 
1,051 

998 
3 

110 
1,300 
5,526 

12 
2,932 

1,~§~ 
' 

26,459 

326 
365 

734 

20,419 

1,088 
1,154 
1,058 

818 
638 
162 

2,178 
7,096 

130 
4,440 

g'jf8 
' 

49,450 

*As supplied to Education and Labor Committee Members by E & L staff. 

FY 1984 
First 

Budget 
Resolution* 

5,014 
3, 911 
4,050 

296 
285 
300 
675 

14,531 

1,088 
1,152 
1,050 

707 
398 
136 

2,250 
6,781 

12 
3,630 
1,400 
5,042 

41,248 

FY 1984 
Re~ub. 

Ed & Labor 
Rec om-

mendation* 

4,450 
3,337 
2,000 

282 
270 

656 

10,995 

1,027 
1,036 

947 
686 
360 
108 

1,975 
6,139 

12 
3,430 
1,148 
4, 590 

35,307 

**Budget includes consolidation proposal of $500 million for vocational and adult education. 
***Assumes $937 million for vocational and adult education. 

****Before effect of youth opportunity wage legislation 

,• 
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MEMORANDUM 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

March 22, 1983 

FOR ED MEESE 
,.......JAMES BAKER 

RICHARD DARMAN 
FRED FIELDING 
HELENE VON DAMM -.. u 
CRAIG L. FULLER(p 

Reply to the Letter to the President 
From the Civil Rights Commission 

Attached is a draft of the letter discussed earlier 
thismorning. If I could have any comments you may have on 
the letter by 12 noon. 

If the letter is approved, Larry Speakes would like to 
indicate at his 12:30 briefing that this letter will be going 
to the U.S. Civil Rights Commission today. That seems ok to 
me, but I see no reason to release the letter or the 
statistics from Personnel. 



. :-; =- W H l T :::: '-i C U .S i:: 

'./·./ ~ S ;~ ! ~J s-o N 

March 22, 1983 

Dear Mr. Chairnan: 

Thank you for your letter to the President of March 14, 1983, 
concerning information the United States Commission on Civil 
Rights would like to secure from the White House and certain 
other Executive agencies. 

As I indicated to you by telephone last week, the President has 
directed that we should cooperate full y with the Commission's 
efforts to secure information relevant to fulfilling its 
statutory mandate, including information about Presidential 
appointees in this Administration. We believe the issuance of 
subpoenas to obtain such information is not only unnecessary, 
but might also complicate and delay the process of responding 
to proper Commission requests. 

As an initial response to your general request for information, 
a compilation of statistics about Presidential appointees is 
attached. It is not necessarily complete and may be subject to 
some error. But I hope you find it helpful. 

I suggest that you review this initial compilation and provide us 
with copies of prior requests for information that are mentioned 
in your letter of March 14, 1983. Once we have an opportunity to 
review your prior requests, we can get together and determine how 
best to provide the information that would be most helpful to 
you. 

In closing, let me reiterate the President's firm commitment to 
assisting the Commission in fulfilling its important responsi
bilities. 

Sincerely, 

Craig L. Fuller 
Assistant to the President 

for Cabinet Affairs 

The Honorable Clarence M. Pendleton, Jr. 
Chairman 
United States Commission on Civil Rights 
Washington, D.C. 20425 

FT 



TO: 

FROM: 

RE: 

0 

0 

0 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D .C . 20503 

Jim Baker 
Ed Meese 

March 14, 1983 

MEMORANDUM 

Ken Duberstein 
Dick Darman 
Craig Fuller 

Dave Stockman ~ 
Legislative Strategy Group/Budget Resolution 

Attached is a good example of our College of Cardinals 
problem. In the circled paragraph Stevens/Mathias 
summarily oppose the Administration's entire civil service 
reform package -- worth $16 billion in budget savings over 
1984-88. 

They also indicate that if Congress insists on a half-year 
pay increase for military -- a good likelihood -- they will 
push for the same treatment of civilian pay. This would 
amount to another $10 billion in lost budget savings over 
1984-88. 

$26 billion worth of opposition to Adminstration budget 
savings measures isn't bad for one paragraph in a "Dear 
Colleague" -- especially when in comes from the Repubican 
Chairman and Ranking Member of the Senate Civil Service 
Subcommittee. 



The Honorable Howard· Baker 
March 9, 1983 
Page Two 

of the pew oepsion would be grandfathered into the new program. 
The recommendations will also be required to address the need 
to shore up the solvency of the current retirement system to 
protect all current federal employees and retirees without 
reducing their benefits. Adoption of these two measures will 
provide us time to establi~h a good yet affordable ietir~~ent 
program for all federal employees. · 

~----------------We also want to take this opportunity to express our views 
on other proposals affecting federal employ~e enefits. We will · 
oppose all proposals which have the effect Ir ducin civil 
service retirement benefits ~creasin em o ee contri ions 
for current emplgy~es and retirees except or a e ay in the -
cost-of-living adjustment which is comparable to the delay pro-
posed for the social security benefit il the task force makes 
its recommendations. Finally, ·~1'~·~s~i~s~t::;-o~~~~~~..,.-
federal ciyjljan salaries if a ease is aut.h...,.., .... -. ... -...-
military. 

Federal employees have served this nation well. They are 
for the most part a highly qualified and energetic group of 
workers. l~e need them to ensure that our government continues 
to operate effectively and efficiently. 

With best wishes, 

Cordially, 



THE WHITE HOUSE 

WASHINGTON 

March 8, 1983 

MEMORANDUM FOR JAMES BAKER 

FROM: CRAIG L. FULLER 

SUBJECT: Call on Behalf of Lee Verstandig 

I have contacted Elizabeth Dole and requested that she 
release four people to assist Lee Verstandig at EPA. She has 
released three of the people requested but asked that we 
reconsider taking Susan Lauffer • 

.. 
Lee indicates that this is the person he needs the most. 
Susan is apparently willing and believes that she can spend 
the time on the project at EPA during the next 30 to 60 days. 

I think a call from you to Elizabeth will get us Susan 
Lauffer. Can you make the call? 

ACTION: 



THE WHITE HOUSE 

WASHINGTON 

March 8, 1983 

MEMORANDUM FOR ED MEESE 

FROM: 

JAMES BAKER - (// 

CRAIG L. FULLER~ 

SUBJECT: Chrysler Loan Guarantee Fee 

We are making little progress with respect to the Chrysler 
Loan Guarantee Fee. You will note that the Chrysler letter 
to stockholders is very positive: 

1. Net profit of $170.1 million in 1982; 

2. First 3rd quarter profit in 5 years; 

3. Three consecutive profitable quarters for the first 
time in five years. 

However, the Treasury department is still not satisfied. 
They cite the fact that the fourth quarter loss is 
"substantial" and the fact that the company sustained an 
operating loss of $68.9 million for the year as reasons not 
to review the risk portions of the guarantee fee. In 
Treasury's calculations they do not count the revenue 
generated by the sale of Chrysler Defense, Inc. And, little 
consideration is given to Chrysler's claim that without the 
strike at Chrysler Canada, the fourth quarter and the year 
would have shown an operating profit. 

The Chrysler record in 1982 led the Board of Directors to 
approve a major recapitalization plan to further strengthen 
Chrysler's financial standing and help pave the way for the 
eventual payment of Chrysler's federally guaranteed loans, 
according to the letter to Chrysler Shareholders. However, 
our administration, looking at the same numbers, finds that 
" ... they do not meet the threshold criterion of two consecutive 
quarters of significant operating profit that would occasion 
Chrysler Loan Guarantee Board review of the risk portion of 
the guarantee fee." 

I am at a loss to know what to suggest! 
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TH E SECR ETAR Y O F THE TR EASURY 

WASH I NGTON 

March 8, 1983 

MEMORANDUM FOR THE HONORABLE CRAIG L. FULLER 
ASSISTANT TO THE PRESIDENT 
FOR CABINET AFFAIRS 

FROM: DONALD T. REGAN 

SUBJECT: Chrysler Corporation Loan Guarantee Fee 

Chrysler's fourth quarter 1982 results reveal a rather 
substantial operating loss ($96.1 million vs $66.9 million for 
1981). For the entire year, the company sustained an operating 
loss of $68.9 million. While Chrysler's results have improved 
over those of earlier years, they do not meet the threshold 
criterion of two consecutive quarters of s~gnificant operating 
prof it that would occasion Chrysler Loan Guarantee Board 
review of the risk portion of the guarantee fee. This criterion 
was set forth in the Board's May 26, 1982, letter (attached) to 
Mr. Iacocca. The Board consulted on this issue again in 
December at Chrysler's request and affirmed its earlier decision. 

Attachment 



Chrysler Corporation loan Guarantee Board 

c/o Oepirtment of the Trusury 

M6m«rs 
jc"c~ry of &he 'Tnuury. Chairman 
ComptroHtt G4rwal of Che Untied Siatas 
Chairman of the Board of Go.,.,,..,rs 
of the Federal a-.. 5yll.lm 

. u Olfldo M..o.n 
Slcr'liary of Ubor 
s.u.&ary of TraftlllO"Wion 

Dear Lee: 

Wuhlnstan, D.C. 20220 

May 26, 1982 

Emblished by PL 96-1 SS 

Thank you for your letter f~llowing up on our recent dis
cussion concerning Chrysler's progress and certain issues 
arising from the administration of the Chrysler Corporation 
Loan Guarantee Act. 

As you know, Congress directed the Loan Guarantee Board 
(LGB) to impose a guarantee fee •sufficient to compensate the 
Government for all of the Government's administrative expense 
related to the guarantee, but in no case may auch fee be less 
than one half of l per centum per annum of the outstanding 
principal amount of loans guaranteed ••• • Congress also 
directed •to the maximum extent feasible, the Board shall ensure 
that the Government is compensated for the risk assumed in 
making guarantees ••• • An additional fee of one half of one 
percent was determined to be appropriate for this purpose by 
the LGB in 1980. The fundamental purpose of the additional fee 
i• not to cover the specific costs that might be associated with 
a Chrysler bankruptcy, but rather it is partial compensation to 
the taxpayers for putting at risk their resources to guarantee 
loans no private lender would have advanced in the absence of 
Government backing. Viewed in this context, the guarantee fee 
was a bargain for Chrysler when f irat imposed and likely remains 
ao today. 

The collateral aecuring the loans reduces the risk of this 
guarantee but by no means eliminates it. Estimates of the caEh 
Chrysler's assets might bring if the company failed are uncertain 
at best, and, in any case, there would likely be a substantial 
delay before any aales proceeds were received by the governme~t. 

The warrants you referred to were issued in accordance with 
Section 5(d)(2) of the Act, which authorizes the Government to 
cuter into contracts •contingent upon the financial auccess of 
the Corporation.• Although the warrants can be considered 
partial compensation to the public for assuming th~ guarantee 
risk, their value will only be realized if Chrysler's stock 



- 2 -

price rises; they would be worthless in liquidation, or if, as 
is presently the case, the company's stock remains significantly 
below $13, the exercise price of the warrants. 

I 

It is difficult to assess whether the risk in guaranteeing 
loans to Chrysler bas aignif icantly diminished since the guarantee 
fee w~s imposed. While Chrysler bas performed well under trying 
circumstances and bas made progress in many areas, the company 
bas not yet generated operating profits consistently. You have 
demonstrated resourcefulness in augmenting your cash balances, 
but this bas been accomplished largely through special actions 
that, in fact, may reduce your flexibility to meet possible future f 

cash shortfalls. In aany respects the risks to Chrysler -- and 
hence to the taxpayers -- are external to the company, a result 
of the difficulties currently being experienced by our economy. 
Among .the indicators that risk baa diminished to the point that 
a reduction in the fee aay be appropriate would be a record of 
operating profits. As I aaid in our recent meeting, we will be 
please~ to review the risk portion of the guarantee fee when 
Chrysler bas achieved two consecutive quarters of significant 
operating profits. (This approach baa been discussed with the 
other members of the LGB. They concur with it and they do not 
favor a change in the guarantee fee from the present level 
pending auch a review.) 

The Act's apecific direction that all fee monies be deposited 
into the miscellaneous receipts of the Treasury precludes the use 
of the guarantee ~ees received by the United States to establish 
the type of interest bearing escrow account you suggest. 

With regard to your concerns about operating aircraft, the 
Board has eatablished the .basis for auch operations in the Air
craft Procedures Memorandum. Under these procedures, the company 
may lease and operate one Cessna Citation II jet (or equivalent) 
and may charter additional aircraft for not more than five days . 
when there are established unmet business travel needs. Indeed, 
we have recently received notice of one auch charter. I believe 
that the Aircraft Procedures Memorandum continues to be the appro
priate framework for considering the use of business aircraft. 

Under your leadership, Chrysler has made strides towards t 

~eestablishing its long-term viability and its place as a strong 
and innovative competitor in the u.s. auto and truck markets. 
The Board deaires to give Chrysler the maximum flexibility to 
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proceed with its rebuilding, and we share your goal of a profit
~·::>le company, able to repay the outstanding guaranteed lo.ans as 
soon -as possible, thereby freeing Chrysler from oversight by the 
Board. However, as long as guaranteed loans remain outstanding, 
~:: ~~st continue to administer the Act responsibly within the 
requirements and spirit of the law. 

M,... J~e A. Iacocca 
r.hairman of the Board 
Chrysler Corporation 
~~r~it, Michigan 48288 

Sincerely, 

Donald 'l'. Regan 
Chairman 

-
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THE WHITE HOUSE 

February 28, 1983 

MEMORANDUM FOR THE SECRETARY OF THE TREASURY 

PP.OM: CRAIG L. FULLER ~ 
SUBJECT: Chrysler Corporation 

We have received that attached copy of Chrysler Corporation's 
Statement to Shareholders which was released on February 24, 
1983. 

Since this will raise "the question" again over here, could 
you please let me know the status of the Chrysler request to 
have their Loan Guarantee Board fee reduced. 

Thank you. 
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. :-.!i:ws Relstlons Oi!!ce, P.O. E3ox 1919 
Detroit , Michig<in 48288, (area cone 313) 956-2894 

FOR IM>!EDIATE RELEASE 
THURSDAY, FEBRUARY 24, 1903 

Statement to Shareholders Report~_r:l.9._~hrysler Corporation's 
Results for the Calendar Year 1982 
and for the Fourth quarter of 1982 

su:-:MJ.\R._Y OF RES UL TS 

Chrysler Corporation and its consolidated subsidiaries reported a net profit in 1982 of 
$170.l million ($1.S4 per common share) inclutiing the gain of $239 mi11ion from the 
sale of Chrysler Defense. Inc. which occurred on March 16, 1982. In 1981, Chrysler 
incurred a net loss of $475.6 million ($7.18 per coiilllon share). 

In 1982, the Corporation and its consolidated subsidiaries had worldwide sales of 
Sl0.04 billion, compared to worldwide sales of $9.97 billion in 1981. 

t~or1d\-Jide vehicle factory $.}les totaled 1,18L726 units in 1982~ compared to sa1es cf 
1.283,013 units in 1981. 

!OU~Th QUARTER RC~ULT5 

In the fourth quarter of 1982. Chrysler incurred a net loss of $96.l million ($1.30 
per common share) on world ... lide sales of $2.21 billion. In the fourth quarter of i;·sl> 
the Corporation incurred a net loss of $66.9 million ($1.01 per crnm1on share) on wcrld
wide sales of $2.53 billion. 

4th quarter Calendar Year 
I982 I98I !982 I981 

CHR'fSLER U.S. RETAIL UNIT SALES 

Car Sales 200,253 173,998 ' 793,930 840,813 
Car Market Share 9.9% 9.9% 10.0% 9. 9':t 

True!~ S<.11~:. , 55.357 42.~()7 ?.45.945 186.621 
Truck Market Share 8.8% 8.8% 9.5% 8.2~ 

CHRYSLER CANADIAN RETAIL UNIT SALES 

Car Sales 27,739 27,595 110,129 116,089 
Car Market Share 16.8% 14.2% 15.4% 12.9% 

Truck Sales 4,847 5,833 24,750 30,218 
Truck Market Share 10.8% 10.2% 12.1% 10.7% 

\ . 
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To Our·sh~rP.holders: 

Cl-IRVSL l=R 
CORPORAflON 

February 24 9 1983 

t Chrysler Corporation . reported 3 net profit of $170.l million (Sl.84 a 
common share) 1n 1982, which inc:luct~~ d qdi11 uf $239 milli1:>n in the first 
quarter from the sal~ of Chrysler O~fcnse~ lnc. Thi~ net prof it compares 
to a loss of $475.6 million in J9P.1. For the fourth quarter of 1982, 
Chrysler lost $g6.l mil lion t~l .3U a common snure), wn1c11 compares to a 
loss of $66.9 mi11ion in th<'! same quarti;r last year. 

Chrysler's overall imprP.ssivP showing in 1982· was marred by a strike 
at Chrysler Canana in the fourth (luarter. Without. this_ disruptive event, 
Chrysler would have reporten an operating profit for the fourth quarter as 
we 11 as for the year. 

As _it was, 1982 still stands nut as a pivotal year in Chrysler's 
resurgence. Despite having to cnnterid with the lowest industry sal~s in 21 
years, the company compiler! si~vP.r<tl significant achit!vernP.nts during the 

. year. 

~ Chrysler recorded its fir<st thirc!-quilrter profit in five years in 
1982; and, . aided by the sale of Chrysler Defense in the first quarter, .the 
company was able to put together thre~ consecutive profital)le quarters 

r aqain for the first time in f ivP. y~ars. 

At the heart of this improved financinl performance is Chrysler's 
lowered break-even point. Through diligent cost-cutting and dramatic 
increases in productivity, Chrysler hns cut its break-even point to ha1f 
the level of three years ago. 

In a more. recent financial development, the Board of Directors on 
February 3 ~pproved a major recapitnli7ation plan d~signed to further 
_strengthen Chrysl~r· s financictl sti1ndinq and h~lo pilVP. the way for the 
eventual payment of Chrysler's federal lv riuaranteed loans. If appro'led, 
the plan will constitute one more major milestone in Chrysler's comeback. 



The year 1982 was also signlficant fnr Chrysler in terms of the con
tinued success of it~ products. For the second ye~r in ~ row, Chrysler 
captured a larger share of the U.S. p~ssenqer-car market. The company 
took 10 percent of the market in 1982> up from 9.9 percent in 1981. In 
Cun~d~, Chrysler <..1pturcrl 15.11 pP.rc:1mt of th?. car marks;t (u·p from 1/_q pr>r
cent in 1981), thereby out-selling Ford Motor Company for seven months in 
1982. Chrysler's truck sal~s improved dramatically in 1982, rising 32 per
cent as the company posted sales increases in every sales period during the 
year. Chrysler captured 9 .5 nP.rc:ent of thP. U .S ~ truck market in 1982, up 
from 8.2 percent in 1981. 

As part of its ambitious five-year, $6.6 billion product development · 
proqram, Chrysler introduced sev~ral new high-quality, fuel-efficient pro
ducts in the past year -- all backed by our unmatched five-year, 
50,000-rni le warranty, the industry's strongest and most affirmative state
menL di.Juul prnduct quality 1:\nd valu~. 

Last fall, the company unveiled its fourth line of front-wheel-drive 
cars, the Chrysler E C_lass, Dodge 600, and OodgF> 600 ES family-size sedans. 
In January 1983, Chrysler introduced its new flag-shi~ model, the all-new, 
luxurious, front-wheel-drive Chrysler New Yorker. Chrysler will further 
sttengthen its line-up this spring with a "woody" convertible version of the 
Chrysler Town & Country; a Dodge 400 convertible priced affordably at 
$9,995; the high-performance Dodge Shelby Charger; and two fuel-efficient 
luxury front-wheel-drive 5pecialty cars, a spacious Executive Sedan and 
th!;! seven-passenger Cxf!cutive Limousine. 

In 1983 alone, Chrysler plans to spend $1.5 billion on new products. 
It will be one of our biggest product yeurs ever, culminating ·.<Jith the 
introduction this full of two exciting front-wheel-drive, turbo-charged 
sports c~rs, the 1984 Chrysler Laser and Dodye Daytona~ and our revolu
tionary ne~" high-mil ea.ge ~ seven-passenger 11 T-v1agons", the Plymouth Voyager 
and Dodge Caravan. 

With the addition of these exciting new products to our already strong 
line-up, we look for the company to perform well in what many analysts pre
dict will be a steadily improvinq market in 1983. We are already heartened 
by several positive signs pointinq to a recovery in auto sales this year, 
including th~ reduced level of inflation, the recent jump in housing starts, 
and most important, the qraduill lowering of interest rates. However, we 
must point out that whiie the short-term outlook is improving, there remain 
several unaddressed problems that cloud the long-term future of both Uw 
auto industry and the economy as a whole. 
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Foremost among these 11rob1erns are runaway federal budget deficits and 
their corresrondinq disastrous impact on interest rates. Unless th~ 
government's projected record deficits are brought under control, there can 
never be long-ranqe certainty in the economv about interest rates or their 
stabi I ity. Moreover, there can never be long-laslir1~ 5ecurity for the jobs 
of ArnP.rican wor!\P.rs unless decisive action is taken to correct or offset 
the unfair trade advantages enjoyed by the Japanese in several of our key 
industries, including automobiles. 

Chrysler continues to press the ·federal government for far-sighted 
action on these and other important na~lanal issues that will produce long
range benefits for America. We invite our sh~rcholdcrs to join us in the 
public debate by speaking out and by contacting their elected officials in 
~lashington. 

With its performance in 1982, ChryslP.r has etched a blueprint for the 
recovery of the economy as a whn1P. WP as a rnmp~ny are proud of our 
accomplishments. just as we are proud of our hard-working people, our pro
ducts, ~nd our role ~s a leader in the Am~rican autnmntib12 inrlu~try. With 
all that we have accomplished. we are now poised to take full advantage of 
better times in the year ahead. 

Lee A. I acocca 
Chairman, Chrysler Corporation 



CHRYSLER CORPORATION AND CONSOLIDATED SUBSIDIARIES 
CONSOLIDATED STATEMENT OF OPERATIONS 

(In millions of dollars) 

Net ~ .. ,.Jc:l 
Equi~y in net loss of 

unconsolidated subsidiaries 
Other income (Notes 6 and 9) 

Costs, other than items below 
Depreciation of plant and equipment (Notes 1 and 9) 
Amortization of special tools {Notes 1 and Q) 
Sell~ng and administrative expenses 
Pension plans (Note 15) 
Interest expense - net (Note 14) 

!_OSS FROM CONTINUING OPERATIONS 
BEFORE TAXCS AND EXTRAORDINARY ITEM 

Taxes on income (Note 16) 

LOSS FROM CONTINUING OPERATIONS 

Discontinued Operatio~s (Note 3): 
Earnings of Chrysler Defense, Inc. 
GJin on sale of Chrysler Defense. Inc. 

(Net of $66.9 million of tax~s) 

E.f..RNINGS (LOSS) BEFORE EXTRAORD I.NARY ITEM 

Extraordinary item - effect .of utilization 
of tax loss carryforwards (Note 3} 

NET EARNINGS (LOSS) 

Per share data (Note 19): 
Primary:. 

Loss from continuing operations 

Earninas (1n~~) bP.fore extraordinary item 

Net earnings (loss) per share of common stock 

Average number of shares of common stor.k 
used in primary computation (in thousands) 

See notes to financial statements. 
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$( 1.28) 

$ .97 

s· 1.84 

76,700 

S( 8.31) $(26.93) 

$( 7.18) $(26.00) 

$( 7.18) $(26.00J 

70}300 66l871 



ASSETS 

CURRENT ASSETS : 
Cash and time deposits 
Marketable securitic~ - at lower of cost 

or market {Note 6) 
Accounts receivable (less allowance for 

doubtful accounts: 1982-$27.2 million; 
1981-$48.2 million) 

Inventories (Note 7) 
Prepaid insurance, taxes and other expenses 
Income taxes allocable to the following year . 

TOTAL CURRENT ASSETS 

INVESTMENTS AND OTHER ASSETS: 
Restricted cash (Note 9) 
Inv~stments in associated co~panies 

outside the United ~tates (No~e 8) 
Investments in and advances to 20% to 50% 

owned companies (Notes 1 and 8) 
Investments in and advances to unconsolidated 

subsidiaries (Notes 1 and 8) 
Other noncurrent assets 

- TOTAL INVESTMENTS AND OTHER ASSETS 

PROPERTY, PLANT AND EQUIPMENT {Note 9): 
Land, buildings, machinery and equipment 
Less accumulated depreciation 

Unamort1zed special tools 
NET PROPERTY, PLANT ANO EQUIPMENT 

TOTAL ASSETS (Note 6) 

See notes to financial statements. 
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CHRYSLER CORPORA TIO~; AND 

$ 

CONSOL Io.:; TED 

(In milltons 

DECEMBER 31 
-rg-g~ 

109.7 

787.5 

247.9 
19133.0 

87.l 
3.9 

29369:r 

69·.6 

35Z.4 

.... 

886.0 
112.7 

1,420.7 

3,950.6 
2.255.2 
L69s.4 

778.3 
2,473.7 

-

$ 

~r 

121.3 

283.l 

429.7 
1~600.4 

98.8 
68.0 

2,601.1 

il.7 

352.4 

35.2 

671.7 
90.8 --,--

1~22.:..8 

3,886. 3 
2.,237 .S 
l,649.3 

797.6 
2,445.9 

$6,263.5 



CO;-.tSOLlOATED SUBSIDlARIES 

OAL.A.~~C( SI ICCT 

of dollars) 

LIABILITIES AND SHAREHOLDERS' INVESTMENT 

CURRENT LIABILITIES: 
Acc:ount.s payable 
Short-term cteht (Note 8) 
Payments ctue within one yenr on long-term dP.bt 
Employee compensation and benefits 
Taxes on income 
Other taxes 
Interest payable 
Accrued expenses 

TOTAL CURRENT LIABILITIES 

O.THER LIABILITIES AND DF.FERRED CREDITS: 
Accrued employee benefits (Note 15) 
Def erred taxes on income 
Other noncurrent liabilities 

TOTAL OTHER LIABILITIES AND DEFERRED CREDITS 

I.ONG-TERM DEBT (Note 6): 
Notes and debentures payable 
Convertible sinking fund debentur?.s 
12% Subordinated debentures 

0!3L IG . .\TIONS UNDER CAPITAL LEASES (Note 9) 

COMMITMENTS (Note 10) 

PREFERRED STOCK - No par value 
Authorizert 20,000,000 shares: 

TOTAL LONG-TERM DEBT 

10,000,000 $2.75 cumulative shares issued 
and outstanding (Redemption value of $250.0 million 
less unamortized issue costs and value of warrants 
to purchase common stock) (Note 11) 

342,951 1981 Ser1es shares issued and outstanding, 
at redemption value (Notes 5 and 11) 

COMNON STOCK - No par value 
Authorized 170,000,000 shares; issued and out-

standing 79,475,287 shares at December 31, 1982 and 
73,132,671 shares at December 31, 1981 (Notes 5, 12, and 13) 

ADDITIONAL PAiO-IN CAPITAL 

DECEMBER 31 
1982 1981 

$ 897 .8 
79.4 
15.9 

323.1 
5.6 

138.0 
59.4 

593.4 
2°7112.6 

635.7 
24.6 

310.5 
970.8 

2,009.7. 
60.0 
78.0 

2,147.7 

41.3 

$1,022.8 
163.8 

61.6 
329.2 

5.9 
148.6 

56.6 
630.5 

2";419 .0 

666.4 
68.3 

261.9 
996.6 

l,909.1 
72.0 
78.0 

2,059.1 

15.5 

223.5 221.9 

1,097.4 1,097.4 

501.4 460 .2 

692.5 692.5 

ACCUMULATED DEFICIT (Note 1) (1 2 523.7) (1.692.2} 
TOTAL LIABILITIES AND SHAREHOLDERS' iNVESTMENT i5,2'63.~ $1),270-:-0 
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CHRYSLER CORPORAT ION AND CONSOLIDATED SUBSIDIARIES 

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIA~ POSITION 

(In millions of dollars) 

YEAR ENDED DECE MBER 31 

Funds provided by (used in) operations: 
From continuing operations: 

Net 1 oss 
Depreciation and amorti?ation 
Contribution to employee stock ownership plan (Note 
Equity in net lass of unconsolidated subsidiuries 
Other 

Changes in working capital affecting operations: 
Decrease in accounts rece i vable 
Decrease (increase) in inventories 
Increase (decrease) in accounts payable and . accrued 

Net 

(Increase) decrease in noncurrent assets 
(Decrease) increase in noncurrent liabil i ties 

Funds provided by {used in) continuinq operations 

Discontinued operations (Note 3) 

12) 

expenses 

Net earnings from operations of Chrysler Defense. Inc. 
Funds provided by (used in) operations 

Funds provided by (used in) investment activities: 
Increase in investments a~d advances (Note 8) 
Sale of Chrysler Defense~ Inc. (Note 3) 
Purchase of ABKO Properties, Inc. (Note 4) 
Sale of property, plant and equipment 
Decrease (incr ease) in restricted cash 
Expenditures for property, plant and equipment 
Expenditures for special tools 
Othe'r' 

Funds used in investment activities 

Funds provided by (used in) financing activities: 
Net (payments) borrowings on short-term debt 
Proceeds f r om long-term borrowing 
Payments on long-term borrowing 
Proceeds from sale of common stock 

Funds provided by (used in) financin0 ~r.tivities 

Funds: 
Increase (decrease) during year 
Cash, time deposits and marketable securities 

at beginning of year 
Cash , time d~posits and marketable securities 

at end of ye ar 

See notes to fin ancial statements. 
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. . 

1982 

$ ( 68 .9) 
43? . 6 

40.6 
5.8 

~ 19.2} 
3-90 -~ 

83.6 
332.2 
45.3 

461.I 

( 21.9) 
1sa~ :j 1. 

802.7 

(184 .9) 
335.0 

( 65 • 6) 
62 .3 
2.1 

(146 .• 8) 
{227.0) 

2.3' 
22 .2 

( 24.4) 
11.0 

( 69.9) 
.6 

{ 82. 7 ) 

492.8 

404.4 

$ 897.2 

1981 l9]°d" 

$(555.1) $(1,771.E 
450.8 566.~ 
40.6 
56.0 67 .c 
~) ) ~ 47 .t 

l, 185 .: 

46.5 134 . : 
315.6 ( 42 . : 
514.0) 503 . ! 
151.9) 595 •' 

9.4 ( 31.1 
372 .4 33 . 1 

1753 ( 587. 

79.S 61. 
255.0 (525.' 

( 29.2) ( 38. 

119 .8 120. 
( 21.4) ( 50 . 
(241.6) ( 439. 
(214.l) ( 394. 
I 22.9) 6. 
t4o9.4) ( 796. 

13.3 50. 
431.8 1,155 . 

(184.7) ( 64. 
1.1 1. 

2br:5 1,144 . 

107 .1 ( 177 ' 

297.3 474 

s 404.4 $ 297 ---



CHRYSLER CORPORATION AND CONSOLI DATED SUijSlU !At< ll:~ 

NOTES TO FINANCIAL STATEMENTS 

Three Years Ended December 31, 1982 

Note 1. Summary of Significant ~~counting Policies 

Princieles of Consolidation 

The consolidated financiai statements include the accounts of Chrysler Corporation 
{11Chrysler") and majority-owned and controlled subsidiaries except those engaged 
primarily in financing, insuring. and retail selling activities. Investments in 
unconsolidated subsidiaries, as well as investments in associated companies repre
senting 20% or more of the voting stock and pursuant to which some degree of manage
ment control is ~xerciserl, are carried at acquisition cost plus changes in equity 
in net assets from date of acquisition. Other investments are carried at cost or 
less. 

The acc~mulated deficit of Chrysler and consolidated subsidiaries includes net 
accumulated earnings of Chrysler Financial Corporation ("CFC"), an unconsolidated 
subsidiary, of $356.9 million at necernber 31, 1982 of which $353.l mil1ion cannot be 
paid in dividends due to debt covenants. Total net accumulated earnings of uncon
solidated subsidiaries were $218.6 million at December 31, 1982 and $209.2 .million 
at December 31, 1981. 

Depreciation and Tool Amortization 

Property, plant and equipment are carried at cost less accumuJat:ea oeprec1at1on. · 
For assets placed in service beginning in 1980, deprecidLiun is provided on a 
straight-line basis. For assets placed in service pri_cr to 1980, depreciation is 
generally provided on an accelerated basis. 

The weighted average serv5ce lives of a~sets are 30 years for buildings (including 
improvements and building equipment), 12 years for machinery and equipment and 13 
years for furniture. Certain assets relating to rear-wheel-drive products are 
being depreciated over the remaining planned production periods. 

The cost of special tools is amortized rateably on a basis designed to al1ocate the 
cost to operations during the years in which the tools- are used in the productive 
process. 

- 5 -



NOTES TO FTNANCTAL STATEMENTS - CONTTN!li:D 

~lot.e l. Surr.rnarv of Significunt. Accounting Policies - continued 

Pension Plans 

Current service costs of pension plans are accrued on a current basis and past 
service costs are accrued based on amortization periods not exceeding 30 years 
from the later of Januarv 1~ 1982 or the date such costs are established. Prior 
to 1982, such past servi~e costs were amortized from the date such costs were 
established. Certain costs accrued in 1979 were not funded in 1979 but are being 
funded over a future period of 30 to 40 years. Certain costs accrued in 1980 were 
not funderl in 1980 but are being funded over a future period ending September l5t 
1984. Effective January 1, 1981, accrued costs are generally funded in the 
f o 11owi ng year. 

OthP.r Retirement Benefits 

The cost at continuinq life insurance provided upun r~t.irement is dt.:c.:rut:!Ll in a 
manner similar to peniion costs, but is not funded. Health insurance cost for 
retirees is charged to incnm~ as premiums are paid. 

Investment Tax Credits 

Proceeds from the sale of the tax benefits of investment tax credits ar?. taken 
into income when received. Investment tax credits resulting in reduced federal 
income taxes are recognized whP-n realized. 

Inventories 
-

Inventories are stated at the lower of cost or market, with cost determined 
substantially on a fir~t-1n, first-out basis. 

Product Warranty 

Estimated lifetime costs of product warranty are accrued at the time of sale. 

Foreiqn Currency Translation 

Foreign currency translation has been recorded in accordance w~th Statement 
of Financial Accounting Standards No. 52. The effect of adopting Statement of 
.Financial Accounting siandard No. 52 is not material. 
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NOTES TO FTNANf.TAI_ ~TATFMENTS - CONTINUED 

Note 2. 19R2 Developments and Future Risks and Uncertainties 

Chrysler's 1982 net earning~ of $170.l million includes a gain on sale of Chrysler 
Defense Inc., of $239.0 million. The loss from continuing operations of $68.9 millian 
is a $~86 . 2 million improvement over the 1982 loss of $555.l million. The operating 
loss in 1982 include~ the effect, ~stimated at $125 million> of a production 
interruption resulting from a five week strike by employees in Chrysler's Canadian 
plants, as well as losses of approximately $55 million incurred by Chrysler's Mexican 
operations, reflecting the adverse effects of the financial and economic crisis in 
Mexico. 

Despite the improvem~nt over 1981, the 19R2 operati~g loss was below the profit pro
jected in Chrysler's Operatinq Plan su~mi t ted to the . Chrysler Corporation Loan 
Guarantee Board (the 11 Guarantee Board") in December, 1901. The effect of depressed 
industry sale$, which were more than 20% bclm'I the levels anticipated in the 
Operat i ng Plan, was partially m1t1 9ated by an improvement in the mix of vehic1~s 
sold, increased operating P.fficiencies, further cost reductions~ and lower net 
interest expense. 

In accordance with the Chrysler Corporation Loan Guarantee Act ("the Act"}. the 
Guarantee Board is required to make periodic determinations as to Chrys1er 1 s present 
and future viability and unrler certain circumstances if such determinat ions cannot be 
made the Guarantee Rnard has th~ power to accelerate the maturity of outstanding 
guaranteed loans. Chrysler has filed with the Guarantee Board Operating and 
Financing Plans dated December 7, 1982 ("the Plans"). Chrysler anticipates that t he 
Plans will be ~nnrnv~d as filed after the normal review process has been completed. 
The Plans project an improvement in the results from continuing operations in 1983 
over 1982, based on assumptions as to a modest improvement in U.S. industry retail 
sales of cars and trucks and an improvement in Chrysler's share of the market. 
Capital expenditures for 1983 have been projected to be above the 1982 levels and the 
Plans indicate an ability to finance these expenditures. 

Chrysler's improved results from continuing operations> coupled with the sale of 
Chrysler Defense Inc., and stringent working capital management, have resulted in 
significantly higher cash levels at December 31~ 1982. Chrysler's access to bank 
credit and traditional credit markets is limited and> therefore> this level of 
liquidity represents a significant resource to deal with future financing needs 
should Chrysler hP 11nnhle to achieve its operating objectives in 1983. 

Chrysler's lon~ term viability is predicated 11pon its ability to achieve sustai ned 
levels of significant operating profits, which in turn requires that Chrysler succecc 
in launchinq and mar~etinq new products. If Chrysler cannot finance its planned 
spending programs and~ as a result, reduces the scope of its new products> Chr~s ler 
could be at a competitive disadvantage and its operating res r1lts could be adversely 
affected. Chrysler's success will depend on a number of factors, including the stat1 
of the economy and consumer confidence, interest rates and the availability of con
sumer financing, the degree of competition from generally larger foreign and domest1 · 
manufacturers, cooperation of its labor force, fuel price levels. consumer prefer
ences. the effects of government regulation and the strength of Chrysler's marketing 
net 1,-Jork. 
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NOTES TO FINANCIAL STATEMENTS - CONTINUED 

Note 3. Sale of Chrysler Oef~nse 2 lnc. 

On March 16, 198~, Chrysler sold for cash 100% of the outstanding capital stock 
of Chrysler Defense~ Inc.~ a wholly-owned subsidiary, to General Dynamics 
Corporation. This sale, effective January 1, 1902, re~ultcd in a gain of $239.0 
million which has been reflected on the consolidated statement of operations net of 
$66. 9 mi 11 i o·n of taxes. The results of operat i ans for the years ended nee ember 31, 
1981 and 1980 have been reclassified to reflect Chrysler Defense, Inc., as a discon
tinued operation. 

The extraordinary item reflects the elimination of the $66.9 million tax liability 
through the utilization of tax loss carryforwards. 

Note 4. Purchase of ABKO Prooert i es, I nr.. 

On Octoher 22, 1982, Chrysler acquired from ABKO Realty, Inc. all of the outstanding 
shares of ABKO Properties, Inc. at a total acquisition cost of $119.1 million, 
including $65.6 million in · cash. With this purchase, Chrysler regained direct 
control of more than 400 of thP. dealer facilities previously controlled by its 
wholly-owned subsidiary, Chrysler Realty Corporation, before its sale to ABKO Realty, 
Inc. in 1979. This transaction was accounted for as a purchase of assets and the 
r~sults cf operations of ABKO Properties, Inc. (renamed Chrysler Realty 
Corpor~tion), a consolidated subsidiary, were included in the consolidated statement 
of operations from the acquisition date. 

The proforma effects of the acquisition on the consolidated statement of operations 
of Chrysler for the twelve months ended December 31, 1902 and 1981 are not material. 

Note 5. Subsequent Event - Reclassification of Preferred Stock 

In January, 1983 Chrysler reached ;rn agreement in principle with a group of banks and 
other financial institutions on a proposed plan to restructure the 1981 Series 
Preferred Stock. The plan provides for the reclassification of the 1981 Series 
Preferred Stock, which has a liquidation preference and a redemption value of 
$1,097.4 million, into ~9,151,000 newly issued shares of Co1TTI1on Stock. The plan also 
calls for Chrysler to offer newly issued Corrmon Stock in exchang~ for 13,286,000 
warrants held by some of the financial institutions that hold the 1981 Seri~s 
Preferred Stock, at a rate of 1.7 warrants for each share of Cormion Stock. If that 
offer is accepted hy a11 such warrant holders, the exchange would result in the 
issuance of an additional 7,815,294 newly issued shares of Common Stnck and the can
cellation of the warrants. 

The plan is subject to a number of approvals, including those of the holders of two
thirds of the 1981 Series Preferred Stock, the holders of a majority of the Coiiii1on 
Stock, and the Guarantee Board. Tt is also subject to the successful completion by 
July 15, 1983 of an underwritten public offering of at least $125.0 million at a 
price of not less than $12 per share, for at least 8,745,000 of the shares of Corrmon 
Stock tn be issued in exchange for the 1981 Series Preferred Stock, and to the 
receipt by Chrysler~ in exchange for newly issued Corrnnon Stock, of at least so;~ of 
the warrants held by the financial institutions. 

Although the reclassification of the 1981 Series Pr~ferred Stock. will have no effect 
on 198j net earnings, there will be a dilutive effect on net earnings per share of 
Cori-vnon Stock due to the increase in the number of such shares outstanding. 
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NOTES TO FINANCIAL STATEMENTS - CONTINUED 

Note 6. Government Loan Guarantees, PlP.dqed Assets, and Restructuring of Debt 

The Agreement to Guarantee dated May 15, 19RO, as amended~ betwe?.n the United States 
governm2nt and Chrysler provides that if certain conditions are met, the United 
States government may issue guarantees up to a maximum of $1,500.0 million with no 
q11arantee to be issued after Decemher 31, 1qs3. Chrysler is obligated to pay a 
guarantee fee equal to nn~ percent of the outstanding principal of the guarant~ed 
indebtedness. The principal amount of guaranteed indebtedness outstanding as. of 
December 31, 1982, and 1981 was $1,200.0 million. 

Substantially all of Chrysler's U.S. assets are subject to the first lien of the 
United Stat~s go~ernment, with the exception of certain facilities pledged to the 
states of Michigan, Oe1aware, Ind ·iana drill Illinois to secure loans obta1ned frcm 
these states with respect to which the United States government has a second lien. 
Chrysler has agreed to maintain a value of collateral avai1able to the United States 
equal to ~t least $2,400.0 million. 

Covenants and other requirements contained in' the Agreement to Guarantee include, in 
addition to financial tests. obtaining consents of the Guarantee Board to certain 
transactions in the ordinary course of Chrysler's business. Chrysler is not able 
to meet all of these tests and accordingly must obtain consents and waivers from 
the Guarantee Board with respect to certain convenants and transactions. Chrysler 
will continue to need such consents and waivers in the future. Management believes 
Chrysler will be able to obtain such consents and waivers and that the possibility o 
the Guarantee Board accelerating the maturity of the loans is remote. 

The Agreement to Guarantee and the Indenture of Mortgage and Deed of Trust provide 
for the establishment of custody accounts in v1hich Chrysler must place certain of it 
marketable securities. Each month, Chrysler must deposit from its working funds int 
the custody account any Cils~ or cash equivalents equal to the. amount by \.'hich the 
sixty ·day moving average of the working funds account balonce excP.erl~ $200.0 mi11ion 
Withdrawals of marketable securities from this custody account by Chrysler are made 
with the consent of the Guarantee Board. Marketable securities aggregating $543.3 
million were held in this custody account at December 31, 1982. 

Restructuring of Debt 

On June ?.4, 1980, the date on which the United States government issued its first 
loan guarantees under the Act, $910.4 million of Chrysler's institutional debt was 
initially restructured. In February 1981, in connection with the United States 
government issuing additional loan guarantees of $400.0 million, the majority of 
Chrysler's institutional debt {$1,309.2 million) was again restructured. 

The accounting effect of the February. 1981 debt restructuring resulted in a gain of 
$?.1.7 million whic.h was credited to 1981 operations. 
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NOTES TO FINANCIAL STATEMENTS - CONTINUED 

Note 6. Government Loan Guarantees, P1P.dged Assets, and Restructuring of Debt - continu~~ 

l_ong-tenn debt included in the financial statements, less payments due within one yea 
is as fo l1ovJs: 

Non-Convertible Lonq-Term Debt: 
Chrysler . Corporation 

Peug~ot variable rate term loan due 1984 through 1986 
8.8753 sinking fund debentures due 1984 through 1995 
8% sinking fund dP.bent.ures due 1984 thl"ough 1998 
7% debentures due 1984 
7% Deutsche Mark Bonds due 1984 
14.903 United States Government Guaranteed Notes due 1990 
10.35% United States Government Guaranteed Notes due 1990 
11.4% United States Government Guaranteed Notes due 1990 
lS.5~ st~te of Michioan Notes due 1995 · 
15.53 State of Delaware Note due 1994 
15.5% Stat?, of Indiana Note due 1985 
15.75% State of Illinois Note duP. 1988 
A 11 other 

Total Chrysler Corporation 

Chrysler Realtv Corporation 
6% to 17% mortgage loans due 1984 through 201Y 

Subsidiaries Outside the United States 
12.5% Chrysler Canada Ltd. Notes due 1986 through 1991 
Chrysler de Mexico S.A. 
Other 

Total Subs1d1aries Oub itle tl1e United States 

Total Non-Convertible l_ong ... Term Debt 

Convertible Long-Term Debt: 
Chrysler Corporation 12% subordinatP-d debentures due 1991 

and convertible to 8% Cumulative Preferred Stock 
Chrysler Overseas Cnoital Corporation 

5% debentures due 1984 through 1988 and convertible to 
Chrysler Ccmmon Stock at $62.00 per share 
4-3/4% debentures due 1984 through 1988 and convertible 
to Chrysler Comnon Stock at $73.50 per share 

Total Convertible Long-Term Debt 

Total Long-Term Debt 

December 31 
1982 1~81 

{In iiiiTTions of°""'dOTlars) 

$ 60.0 $ 
80.5 87.0 

200.0 200.0 
2.5 5.0 
6.o· 14.3 

400.0 400.0 
500.0 500.0 
300.0 300.0 
150.0 150.0 

5.0 5.0 
32.0 32.0 
18.5 18.5 
14.0 14.6 

1,_768.5 l,726.4 

45.l 

194.0 179.9 
1.7 1.9 

.4 .9 
i96.I 182.7 

22009.7 12909.l 

78.0 78.0 

30.0 35.0 

30.0 36.0 ---
138.0 150.0 

$ 2,147 !.~ $ ~,059.~ --- ---
The aggreqate annual maturitie~ of .corysolidated long-term debt are as follows for 
the years ending December 31 (1n m1111ons): 1984--$93.7, 1985--$124.l, 1985--$102. 
1987--$112.2. 
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NOTES TO FINANCIAL STATEMENTS - CONTINUED 

Nate 7. Inventories 

Inventories are surrrnarized by major classifications as follm~s: 

Finished products, including service parts 
Raw materials~ work in process and 

finished production parts: 
/\utomotive operalion~ 
Chrysler Defense, Inc. 

Progress payments--defense contracts 
Chrysler Defenses Inc. 

Supplies 

Total 

December 31 
1982 1981 

(In ·mrTTions af-aoT1ars) 

$ 482.5 $ 615.0 

612.4 803.2 
467.8 

{ 332.6) 
38.l 47.0 

$_J_J1.1:.Q $_1,600.4 

Raw materials and work in process inventories are combined because segregation is 
not practical. 

In accordance with trade practice. the entire service parts inventory has been 
included in current assets. although in many instances parts are carried for 
estimated requirements during the serviceable lives of products sold and are, 
therefore, not expected to be sold within one year. Adequate prov1s1on has been 
made for obsolescence of service parts. 
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NOTES TO FINANCIAL STATEMENTS - CONTINUED 

Note 8. inves tweri Ls drili AJvances 

Detail of investments and advances included in the financial statements is as 
indicated below: 

Investments in Associated Companies Outside 
the United States: 

Peugeot S .A. 
Mitsubishi Motors Corporation 

Investments in and Advances to 20% to 50% 
Owned Company -

Sinm~ Motor Corporation (Pty.) Ltd. 

Investments in and Advances to 
Unconsolidated Subsidiaries: 

Chrysler Financial Corporation and Subsidiaries 
Retail sales outlets 
Other 

December 31 
~82 1981 

(InrnlTlions o((fci11ars) 

$ 323.9 
28.S 

$ 3"52 .4 

$ --

$ 863.l 
24.7 

( 1.8) 
$ as6.o 

$ 323.9 
28.5 

$ 352.4 

s 35.2 

$ 648.4 
22.0 
1.3 

$ 67I.7 ---

Chrysler's investment in Peugeot S.A. ("Peugeot") is valued at $323.9 million, 
representing the net assets of the Chrysler companies sold to Peugeot, less the 
cash consideration received net of costs related to the trdnSdction. Al the time of 
acquiring the shares, Chrysler obtained an independent valuation on a long-term 
investment bas i s ind~cating a value greater than $323.9 million and significantly 
greater than the aggregate market price on the Paris Stock Exchange on August 10, 
1978, the date on which the agreement to sell the companies to Peugeot was executed. 
Chrysler believes there has not been a permanent impairment in the value of the 
shares as a long-term investment. 

In February 1980, Peugeot arranged for Chrysler to obtain a $100.0 million 
short~term loan from a member of the Peugeot group. As part of the loan 
arrangement, Chrysler pledged as collateral the Peugeot shares it owns. The 
loan automatically converted to a non-recourse demand loan in June~ 1980 when 
Chrysler initially drew down the first of its Federally guaranteed debt. 
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NOTES TO FINANCIAL STATEMENTS - CONTINUED 

Note R. Investments and Advances - continued 

In February, 1983, the loan was converted into a non-recourse tenn 1oc.n. Under the 
term loan agreement, Chrysler is to make an initial payment of $40.0 million in 
March, 1983 and additional payments of $20.0 million each in March, 1984, 1985, and 
1986. At December 31, 1982 tt1e payments due atter March, lY8'.:i have been includ:=d in 
the balance sheet as long-term debt (See Note 6). The Peugeot shares held as collat
eral wi11 be released on a pro-rata basis as payments are made. 

In December, 1982 Chrysler sold its 25% interest in Sigma Motor Corporation (Pty,) 
Ltd. to Anglo-American Corporation. The effect of the sale on 1982 earnings was not 
material. 

Durinq the fourth quarter of 1982 Chrysler purchased $200.0 million of CFC corrmercia1 
paper having maturities of 1 to 35 days at market rates prevailing on the data of 
purch~se and increased this purchase to $250.0 million in January, 1983. At December 
31, 1982 the $200.0 million amount has been included in the balance sheet under the 
heading investment in and advances to unconsolidated subsidiaries as it is 
management's intent to continue to roll-over this investment indefinitely. 

As part of CFC's debt restructuring, Chrysler granted the private lenders to CFC an 
ootion exoirino on December 31. 1985 to ourchase 51% of CFC at a orice eaual to 51X 

- or t.n-e-snar~rnnaer..,s fnvestmen't or a ra1r vaiue tone aet.ermineaoy-<:ii'f in•JeSt~1:~mt--·----

banking firm. In addition, Chrysler has agreed to use its best efforts to sell a 
51% equity interest in CFC to a qualified third party who will maintain CFC's 
function of providjng financing for Chrysler dealers and customers. · 

Not~ 9. Property, Plant and Equipment and Capitalization nf Leases 

A summary~ by major c 1 assi fi cat ion, of property. p1 ant and equipment fo 11ows: 

December 31 
1982 l98f 

{In miTTions of dOTTars) 

Land 
Buildings 
Machinery and equipment 
Furniture and fixtures 
Construction in process 
Other, including ass?.ts under capita1 leases 

less accumulated depreciation 

Unamortized special tools 

Net Property, Pl~mt dtHl Equipment 

$ 106.4 $ 
1,172.4 
2,412.l 

79 •. 8 
141.9 
38.0 

3,950.6 
2 ,255 .. 2 
1,695 .4 

778.3 

62.7 
1,097.2 
2,455.8 

79.7 
153.4 

38.0 
3,886.8 
2,237.5 
1,1149.3 

797 .6 

Chrysler sold . the tax benefits of certain of its depreciation deductions and invest 
ment tax credits. The proceeds of $10.l million in 1982 and $38.4 million in 1981 
have been recorded as Other Income. 
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NOTES TO FINANCIAL STATEMENTS - CONTINUED 

Note 9. Propertv. ~lant and Equipment and Capitalization of Leases - continued 

Restricted cash resulting from the sale of certa1n Canadian assets represents escrow 
funds reserved for future expenditures for tooling and equipment in Canada. 

Chrysler conducts certain of its operations from leased facilities and a1so leases 
certain manufacturing, transportation and data processing equipment. The amor
tization of assets recorded under capital leases is not material and has been 
included with depreciation expense in the Consolidated Statement of Operations . 

.l\t December 31, 198?., the future minimum lease payments under noncancelable cap1ta1 
leases and rental pa}ments under noncancelable operating 1eases are as follows: 

Capital Operating 
Leases Leases 

(In millions of dollars) 

1983 ••••··••·••• 
1984 ..... . ..... . 
1985 •..•... • .••• 
1986 •••••••••••• 
1987 ·•••·••·•••• 
Thereafter •••••• 
TOTAL 

Less amount representinq 

$ 10.6 
9.0 
6.0 
5.8 
5.4 

36.0 
72.8 

interest 26.4 
Present value of minimum 
lease payments 46.4 
Less current portion 5.1 
Long-term obligations 
under capital leases $ 41.3 

$ 48.7 
43.7 
40.9 
38.4 
37.6 

137.3 
$346.6 

Future minimum sublease rentals under noncancelable subleases total $164.9 million as 
of December 31, 1982. 

Rental expense for aper at i ng 1 eases for the years ended December 31, 1982, 1981, 
and 1980 was $61.3 million, $31.8 million and $23.7 million, respectively. Subl e~ se 
rentals were not material. 
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NOTES TO FI NANCI AL STATEMENTS - CONTINUED 

Note 10. Commitments, Guarantees __ and Continqent Liabilities 

Col'llilitinents for the acquisition of property, plant and equipment excluding special 
tools, amounted to approximately $154.2 million at December 31, 1982. 

Chrysler and its subsidiari~s are parties to various legal proceedings, including 
some purporting to be class actions, and some which assert claims for damilges in 
larqe amounts. Chrysler believes each proceeding constitutes routine litigation 
incident to the business conducted by Chrysler and its subsidiaries, or wi11 not 
result in ultimate liability that is material in amount. 

During the 1980 and 1981 model years, Chrys1er Canada Ltd. failed to me.et certain 
production versus sales ratios required by Canada pursuant to the Automotive Trade 
Pact. In that regard Chrysler Canada Ltd. has requested from the Canadian Fed~ral 
Government a concession, similar ta that obtainerl in the past, to utilize the excess 
generated during the 1982 model year to offset these defic1ts. Chrysler believes 
the Canadian Federal Government will comply with the request. 

At December 31, 198?, Chrysler has guaranteed approximately $28.5 million of 8X 
notes due January 1, 1991 of an unrelated entity, ABKO Investment Company, Inc. 
(formerly debt of Chrysler Realty Corpor~tinn). ~hry~1~r and consolidated sub
sidiaries have also guaranteed securities approximating $16.1 million at December-
31~ 1982 of associated companies primarily outside the United States. 

Note 11. Redeemable Preferred Stock 

The terms of the Certificate of Designations, Preferences and Rights for the 
10,000,000 shares of $2.75 Cumulative PrP.ferred Stock issued and outstanding at 
December 31, 1982 provide for both optional and mandatory redemption of the shares . 
Undc:r the Chr_ysl(!r Corportition Loan Guarantee Act of 1979, Chrysl~r may not pay 
dividends on or redeem any Preferred Stock until the loan guarantees issued under 
the Act are no longer outstanding. Cash dividends at the rate of $.6875 per quarter 
were paid on the $2.75 Cumulative Preferred Stock each quarter from the date such 
stock was issued on June 20, 1978 through the third quarter of 1979. As of December 
31, 1982 dividend payments had been omitted for 13 consecutive quarters and the 
dividend arrearage on the $2.75 Cumulative Preferred Stock was $89.4 million. 

The 342,951 shares of 1981 Series Preferred Stock issued and outstanding at Dace'.r.Oer 
31, 1982 have a liquidation preference and a redemption value of $1,097.4 million. 
The dividend rate on the shares is 8-1/8% per annum noncumulative until the govern
ment guaranteed loans are paid in full and thereafter cumulative. The shares are ta 
be redeemed in 10 equal annua 1 installments commencing one year after the later to 
occur of (a) government guaranteed loans have been paid in full, and (b) a11 _divi
dend arrearages on all outstanding series of preferred stock have been paid (See 
Note 5 for a description of proposed recapitalization). 

At December 31 ., 1982, 400,000 shares of 8% Cumulative Preferred Stock were reserved 
for issuance upon the conversion of Chrysler's 12% Subordinated Debentures due 1991. 

- 15 -
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NOTES TO FINANCIAL STATEMENTS - CONTINUED 

Mote 1?. Common Stock, Warrants, Ernployet> Stock O•rmership Plan and Stock OptiOns 

Common Stock 

Of the 170,000,000 shares of authorized cof'Tmon stock at December 31, 1982, 3,509,926 
shares were reserved for the thrift-stock ownership programs, 6,164,725 shares were 
reserved for stock options for salaried officers and key employees under the Chrysler 
Corporation Stock Option Plan, 1,784,053 shares were reserved for issuance upon con
version of debentures, 5,000,000 shares were reserved for issuance upon exercise of 
warrants, and 13,775,400 shares were reserved for the Chrysler Corporation Employee 
Stock Ownership Plan. Chrysler is obliqated to reserve an additional 27 2 686,000 
shares for issuance upon exercise of the warrants held by the U.S. Government and 
various financial institutions. 

Warrants 

Warrants for 5,000,000 shares of comnon stock. issued in conjunction with the sale of 
the $2.75 Cumult\tive Preferred Stoel< are exercisable at $13 per share ($65.0 mil1ion 
aggregate a~ount) until June 15~ 1985. Under certain circumstances, Chrysler may 
accelerate the expiration date of the warrants to a date as early as July 1, 1983. 
The value assigned to the 5,000,000 warrants ($18.0 mil)inn) at the time of issuance 
was subtracted from the prefP.rred stock and added to additional paid-in capital. The 
difference between the initial carrying value ($217.0 mtllion) and the redemption val : 
of the preferred stock ($250.0 million), represented by the total of issue costs (S15 
million) and the value assigned to the warrants ($18.0 million), is being amortized o 
the interest method to attain redemption value over the period such preferred stock 
is expected to he outstanding. 

Chrysler h.as issued 14,400,000 warrants to the United States ga:vernment and 
13,286,000 warrants to certain participating lenders under various Credit Agreements 
(See Note 5), to purchase shares of corrrnon stock of Chrysler at $13 per share. The 
warrants issued to the United States are presently exercisable and those issued to 
the lenders will become exercisable on January 1, 1984. All of these warrants ~xpirc 
on December 31. 1990. 

Employee Stock Ownership Plan 

The Chrysler Corporation Loan Guarantee Act of 1979 required Chrysler to establish ~ 
Employee Stock Ownership Plan {ESOP) and to make contributions to the Plan in the 
form of nt:wly issued Chrysler common stock in four equal annua 1 installments of $40. : 
million at the then current market price in each of the four years ended June 30 , 
1981, 1982, 1983, and 1984. 

As of December 31, 1982 12~224,600 shares of conman stock, aggregating $81.2 mi11icn 
had been issued to the ~SOP. 
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NOTES TO FINANCIAL STATEMENTS - CONTI NUED 

No t~ 12. Common Stock, Wnrr;mts. EmplovP.P. Stock Ownership Plan and Stock Options -
continued 

Stock Oetions 

At ,January l, 1982, options for 2,672,125 shares of corrmon stock were oustanding 
under the Chrysler Corporation Stock Option Plan. ·During 1982, options were granted 
as to 1,105,500 shares, exercised as to 18,250 shares, forfeited for cash pursuant to 
stock ~pprP.c.intion rights as to 7.025 shares. and terminated as to 154,500 shares. 
At December 31, 1982, options for 3,597,850 shares were outst~nding at prices 
ranging from $6.25 to $26.63 a share, the averag~ being $7.97. Options for 1,708,800 
shares were exercisable at December 31, 1982. Information with respect to options 
is su1TTI1arized as follows: 

Options That Became Ex~rcisable During Each of th~ Three Years Ended December 31 

Market Price on Date 
Year Number _ Option Price First Exercisable 
Ended of Shares Per Share Tota1 Per Share Total 

1982 649,601 $ 6.25 to $ 9.88 $4,539,976 $ 4.25 to $14.69 $6.551.0SS 
1981 624,637 6.25 to 11.07 5,486,516 3.25 to 6.75 3,041,873 
1980 333,325 6.25 to 20.25 3,697,665 5.13 to 10.19 2,484,744 

Options Exercised During Each of the Three Years Ended December 31 

Market Price on Date 
Year Number OQtion Price of Exercise 
Ended of Shares 15er ~hare iotal Per ~hare rota1 

1982 18,250 $ 6.25 to $15.07 $ 147,867 $ 8.25 to $17.94 $ 269 ,91(} 
1981 
1980 3,388 8.82 to 9.07 30,054 10.06 to 10.69 34,814 

--
All outstanding options were granted at prices not less than 100% of fair market val ue 
at date of grant and in no cdse at an option price less than $5.25 per share. Options 
hecome exercisable on and after the first anniversary to the extent of not mere than 
40~ of the number of sharec; 1mrlPr n11tinn, on and aftP.r th~ second anniversary to th~ 
extent of not more than 70% of the number of shares under option, and aftRr the thfrd 
anniversary to the extent of 100% thereof. Options granted in 1973 through Nove;~ber 
1981 and still exercisable were ten-year nonqualified options. Incentive stock 
options were granted as to 1,256,500 shares and nonqualified stock options were 
granted as to 616,000 shares, all with 10 year terms. Incentive stock options p~o ~ 
vide tax advantages to the option holder if certain requirements are met. 

Ucon exercise of a nonqualified or an incentive stock option. the holder may forfe i t 
the option on up to an equal number of shares and receive an amount in cash or sh ares 
or any combination thereof, at the sole discretion of the Stock Option CommittE::, 
equal to the aggregate difference between the option price and the current market 
value of shares forfeited (Stock Appreciation Rights). Amounts resulting from such 
Stock Appreciation Rights are accrued and charged to compensation expense in the 
period services are rendered. No other charges or credits are made aga i nst incc rne 
in accounting for exercise of opt ions . 

- 17 -
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NOTES TO FINANCIAL STATE~~NiS - CONTINUED 

Note 13. Common Stock, Additional Paid-In Capital and Net Earnings Retained 
(Accumulated Deficit) 

Galance at December 31, 1979 

CoITTTion stock sold to thrift-stock owner
ship programs (shares sold - 265,690) 

Net loss 
Amortization of Preferred stock discount 

Balance at Uecember 31, i980 

Comnon stock sold to thrift-stock owner
ship programs (shares sold - 172,588) 

Conmen stock issued under Employee Stock 
Ownership Plan (shares issued - 5,987,400) 

Net loss 
Amortization of Preferred stock discount 

Balance at December 31, 1981 

Conmon stock sold to thrift-stock owner
ship programs (shares sold - 87,166) 

Corrmon stock issued under stock option 
plans (shares issued - 18,250) 

Common stock issued under Employee Stock 
Ownership Plan (shares issued - 6,237,200) 

Net earnings 
Amortization of Preferred stock discount 

Balance at December 31, 1982 

Comnon 
Stock 

Additional 
Paid-In 
Capital 

(In mi 11 ions 

$ 416.9 $ 692.2 

1.7 

418.6 

1..0 

40.6 

4fi0. 'J 

.5 

.1 

40.6 

--·-
$ 501.4 -------

.2 

-
692.4 

.1 

592.5 

$ 692.5 ----.--

Net Earnings Retain~ 
(Accumulated D~ficit 
of do 11ars} -

$ ~96.3 

(1, 709 .7) 
( 1.6) 

11 21 ... "') \ J., .I.~. u 

( 475.6} 
( 1.6) 

(1.592.2) 

170.l 
( 1.6) 

$ t~2?J .. :.ZJ 

Under the Chrysler Corporation Loan Guarantee Act of 1979, Chrysler may not pay any divi
dends on its common or preferred stock until the loan guarantees issued under the Act are 
no longer outstanding. 

Note 14. Interest Expense and Capitalized Interest 

Total interest char~es are as follows: 1982-$338.6 million, 1981-$406.2 million and 
1980-$404.8 million, of which $43.7 million in 1982, $71.9 mill i on in 1981 and 
$72.0 million in 1980 was capitalized and is included in property, plant and equipment. 
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NOTES TO FINANCIAL ST/\TEMENTS - CONTINUED 

Note 15. Pension Plans 

Chrysler and certain of its consolidated subsidiaries have pension plans 
covering substantially all of their employees. The net decrease in pension 
costs of $16.0 million in 1982 and $5.6 mi Ilion in 1981 resulted µrincipal1y 
from decreases in pension costs due ta changes in the actuarial interest rate 
assumptions, a change in the amorLi.rnUon of certain pa5t service costs (See 
Note 1) and reduction'.j in employment, and also in 1981 from changes in the 
asset valuation method for the Salaried Employees 1 Retirement Plan, which more 
than offset the costs of increases in benefits under the 1979 collective 
bargaininq aqreements and the interest cost of additional pension -contribution 
deferrals. · 

As of January l, 1982, the accumulated plan benefits, calculated by using January 1, 
1982 benefit levels (the last increase under the then current co11ective 
barqaining agreements), and the plan net assets for U.S. pension plans are as 
follow~ (in millions ot dollars): 

Actuarial present value of accumqlated plan benfits: 

Vested 

Nonvested 

Combined 

Net assets available for benP.fits including 
Chrysler's accrued pension liability of ~777.7 

Actuarial present value of accumulated 
vested plan benefits in excess of net 
assets available for benefits 

$2,849.4 

424.1 

$3?273.5 

$1~948.2 

$ 901.2' --
The weighted-average assumed rate of return used in determining the actuarial 
present value of accumulated plan benefits was 10.25%, and was based on rates pub
lished by the Pension Benefit Guaranty Corporation. 

Chrysler's foreign pension plans ·are not required to report to certain 
government agencies pursuant to the Employee Retirement Income Security Act and 
do not otherwise determine the: nctuu1"'ia1 value of accumulated b~nefits or net 
assets available for benefits as calculated and disclosed above. For those 
plans, the actuarially computed value of vested benefits as of January 1> 1982 
exceeded the value of pension funds and balance sheet accruals by $37.4 
million. 

- 19 -
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NOTES TO FINANCIAL STATEMENTS - CONTINUED 

lo. Taxes on Income 

Income tax expense as shown in the consolidated statement of operations 
includes the following: 

1982 1981 1980 
lfn mi 11 ioriSof dollars) 

Foreign Income Taxes: 
Current $ .9 $ 18.5 $ 50.5 
Def erred ( 1.2) ( 21. 5) 

Total Taxes on Income $ .9 $ 17.3 $ 29.0 

Foreign earnings . (loss) before taxes in 1982~ 1981 and 1980 amounted to $(37 .5) 
mi11ion, $24.2 million and $(107.4) million, respectively. 

At December 31, 1982-9 Chrysler Corporation and Chry~ 1 ~r Cand.l.ia Ltd. have unused 
operating loss carryforwards of approximately $1,800 million, and the Corporation 
also has U.S. investment tax credit carryovers of approximately S240 million 
available for potential tax benefits . Substantially all of these carryforwards 
may be used until the expiration dates which occur between 1989 and 1997. 
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NOTES TO F1NANCIAL STATE MENTS - CONTINUED 

Note 17. Information about Chrysler and its Subsidiaries Operatinq in 
D ltt_~rent Geograph 1c Areas 

Other 
United Principally 
States Canada Mexico 

Year ended December 31 2 1982 

Un i t Sales: 
SJ les to unaff iliated customers 969,106 126,592 86,028 
Transfers between geographic 

areas· 94 J..059 22~ 004 
Total Unit Sales l,063~f65 3sf,5g~- 86,n2a 

~---::-= 

Dollar Sales (millions): 
Sales to unaffiliated customers $ 8,497.3 $ 892.2 $ 655.4 
Transfers between geographic 

areas 1.795.9 2,086.6 127.4 
Total Dollar Sales $lQ.?.illd $2,978.8_ $ 782.8 

Net Earnings (Loss) 

Identifiable Assets at 
necernber 31, 1982 

Year ended December 31> 1981 

Unit Sales: 
Sales to un~ffiliated customers 
Transfers between geographic 

areas 
Total Units Sales 

Dollar Sales (millidns): 
Sales to unaffiliated customers 
Transfers between geographic 

areas 
Totnl Dollar Sales 

· Ne t Fnrnings (Loss ) 

Identifiable Assets at 
December 31. 1981 

$ __ ?.Q§.:2. $ - 20 • 2 $ ( 58 :.§1 

1,018,166 132,494 

941894 130,913 
1,113.060 . 263,407 

$ 7,788.B $ 909.0 

1,532.8 1,160.7 
$2.d?.L& $2,069.7 

$( 482.~)$( 49.3) 

$ 4,676.4 $ 621.4 

- 21 -

$ 776 .5 ---

$1,273.8 

66.0 
$.h~~.9 !.~ 

$ 56.2 ·-----

$ 972.2 
-==-

Adjustments 
and 

Eliminations 

$ 

$ 

225 807) 
225,~) 

Con so 1 i da t ~r: -

1 181 """"" , .. ,1c.u 

1 l .... 7-;-;.· ... , ... o .!. ,-_c 

$10,044.9 

1,283,013 

1,2s3 ., oTI 

$ 9,971.& 

$-go~ , JI .L":J 

S( 475,5 ; 

s 6,270.0 
~ 



NOTES TO FINANCI~L STATEMENTS - CONTINUED 

Note 17. Chrysler and its Subsidiaries in 
rcas - con rnue 

Other Adjustments 
Principally and United 

States Canada Mexico E 1 iminat ions Con soi id c: t : 
Year ended December 31, 1980 

Unit Sales: 
Sales to unaffiliated customers 
Tr ansfers between geographic 

areas 
Total Units Sales 

Dollar Sales (millions): 
Sales to unaffiliated customers 
Transfers b~tween geographic 

areas . 
Total Dollar Sales 

Net Earnings (Loss) 

Identifiable Assets at 
December 31, 1980 

935,384 144,181 145,358 

114,584 ~728 
1, 01ig ~-9~~ ~~~.~ 145) 35~ 

$ 6,524.2 $ 923.5 $1,15Z.4 

1,327.4 807.5 23.3 
$-2..J!§l:_§_ $k_731.0 $!_, 175. ! 

$J1.2.?_]_J_)$ .( 161.~.) $_ 25 .4 

$ 5~137.0 s 536.6 $ 944.2 

$ 

~214,312) 
214,3r~> -------

1,224,92: 

$ 8,600. : 

$ 8,600. : 

$( 1, 709 •· 

$ 6,617 •' 

Transfers between geographic areas are based on prices either negGtiated between buying 
and selling locations or on a formula as established by the parent company. 

Since the sale of Chrysler DefensP, Inc . 1n March, 1982, Chrysler operates principally 
in nnP. segmP.nt. automotiv~ npP.rntinns. Chr.v5lP.r 1 s automotive operat1ons are engaged 
primarily in the manufacture, assembly and s~le in North America of passenger cars, 
trucks and related automotive parts and accessories. Purchases of vehicles, component 
parts and service parts from Mitsubishi Motors Corporation, an associated company of 
Chrysler, for resale aggregated $644.8 m\11 ion i~ 1982, $809.5 million in 1981 and 
$875.1 million in 1980. 
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NOTES TO FINANCIAL STATEMENTS - CONTINUED 

Note 18. Income Maintenan:.:l:! Aqr·eement with Chrysler financial Corporation 

Chrysler and Chrysler Financial Corporation (a wholly-owned unconsolidated 
subsidiary) have an Income Maintenance Agreement, expiring December 31, 2000, to 
maintain CFC's ratio of income before taxes available for fixed charges at no less 
than 125% of fixed charges on an annual basis. · 

Payments of $63.1 mii ·l ion were m11dc p:..:r$uant to the agreement in 1982, $138.5 
million in 1981, and $106.4 million in 1980. The effect of this fee on both 
selling and administrative expense and equity in net earnings of unconsolidated 
subsidiaries is eliminated in the statement of operations of Chrysler and its co~
solidated subsidiaries. 

Pursuant to the Agree.nent to Guarantee between· the U.S. Government and Chrysl2r. 
CFC is required to pay a dividenrl equal to the ~ft~r-t~x amounts paid under the 
Income Maintenance Agreement. 

Note 19. Per Share Data 

For 1982 primary earnings per share were computed by dividing net earnings, less the 
preferred stock dividend requirement, and amortization of discount ($27.5 million 
and $1.6 million, respectively}, by the average number of corr.men shares outstanding . 
plus the common stock equivalents which would arise from the exercise of stock 
options, if dilutive. Fully diluted earnings per share were not reported because 
the effect is anti-dilutive. 

For 1981 and 1980 oer share amounts were computed by dividing the net loss adjustad 
for the preferred stock dividend requirement and amortization of discount Dy tne 
aver age number of common shares outstanding during the ye.3r. 

Note ..?_Q. Inflation Accounting 

Pursuant to Standard No. 33, "Financial Rl?pOl"'ting and Changing Prices" of the 
Financial Accounting Standards Board, Chrysler's Annual Report will provide 
supµ 1 enent ar y disc 1 os ure of certain information intended to measure the impact 
of chan~ino rrices due to inflation. 
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TOUCHE ROSS & CO. 
Detroit, Michigan 

Shareholders and Board of Directors 
Chrysler Corporation 
Detroit, Michig~n 

February 24, 1983 

t~e haw~ exar·1i ned the accompan_yi nq conso 1 ida ted ba 1 ance sheet of t:hrys r er 
Corporation and consolidated subsidiaries at December 31, 1982 and 1981, and the 
related consolidated statements of operations and changes in financial position 
for r.ac.h of the three years in the period ended December 31, 1982. Our examina
tions were made in accordance with generally acc-epted auditing standards and> 
according1y, included st1ch tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

In our report dated February 24, 1982, our opinion on the 1980 a~d 1981 financial 
statements was qualified as being subject to the effects of such adjustments. if 
any, which miqht have been required had the outcome of the uncertainties 
regarding Chrysler's going concern status and its investment in Peugeot S.A. been 
known. As explained in Note 2 Chrysler continues to face uncertainties in· the 
future 9 some of which are beyond its control. However, in 1982 Chrysler 
~~nerated significant cash from workin~ capital management and the sale of 
Chrysler Oefense Inc., and demonstrated its ability to produce positive cash flow 
from its automotive operations and to realize its assets and satic:;fy its liabili
ties in the normal course of business. In addition~ as described in Note 8, 
Chry~lPr nPgntiated a new loan aqreement with Peugeot S.A. which assures Chrysler 
contro1 of its investment in Peugeot 5.A. Accordingly, our opinion on the 1980 
and 1981 financial state1nents, as presented herein, i~ no 1onger qualified. 

In our opinion, the accompanying financial statements present fairly the f1nan
cial position of Chrysler Corporation and consolidated subsidiaries at December 
31, 1982 and 1981 and the results of thPir operations and changes in their finan
cial position for each of the three years in the period ended December 31~ 1982 
in conformity with generally accepted accounting principles applied on a con
sistent basis, except for the change, with which we concur, in depreciation 
ni?.tl1ods in 1981. 

Touche Ross & Co. 
Certified Public Accountants 
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(}RYSlER C,TRP\AATTrN ANO (J}J..<;QI[11.1ED SLBSIDI/\RIES 

SELECTED Q..U'.Rim. Y FINA.\'CIPL CATA 

lst QJarter 2nd Q;1arter 3rd QJarter 4th Q.;ar-~ -
rn2 1931* 1982 mi'i.* 1002 1981* fc"·' f :-: ::.t:,_ - -· 

(I n m i l 1 i o n s of d o 1 1 a r s) 

r: .=t so.les $ 2511.3 $ 2251.3 $ 2864.6 $ 28S4.8 $ 2463.5 $ 2))9.4 $ 2LCC.5 $ -w-·c.;-:_; 

c~. ; ts, other than 
taxes t:n i ncane 2fm.6 2535.6 2754.6 2"'o62.8 24€4.2 2455.1 2283.8 Z: ?. 

Gross profi t ( 00.3) ( 284.3) 110.0 22.0 ( .7) ( 145.7) ( 83.3) (E 
Equity in net ea-nings (1oss) 

of unconsolidated 
subs idi.:iries 3.8 

, 
·- A\ ... ' I , I'\ .,. \ • 4.0 I 19.l) ( 10.5) { 1 ~ J.~ .1;1) J • .l.) t .l.U.OJ \ 

Other ·in~ Y.!> .6 ~ 
Taxes oo irc::ire (credit) ( 5.4) 4.9 2.6 6.7 24.l ( .7) ( 20.4) 
: arn ings (loss) fran 

ccntinuing operaticns ( 89.l) { """' ('\ \ lO!l.3 1.7 ( 11 .3) ( 164.l) ( 72a8} ( "C 
-.1\Jr-oV/ \ • --

J isconti nued Operat.icns: 
Earnin~s of Oirysl9" 
C\=fense, Inc. 12.7 16.0 24.0 c 
(,.:i.i n on s .:1le of 

Chrysler CA=fen;e, Ire. 172.l 
'.: atnings (loss) before extra- --

ordin(]"'y it:-m 83.0 ( 209.3) 1C4.3 20.7 ( 11.3) ( 140.l} { 72.8) ( l 
t:xtrc:Gtdinary itan 66.9 - 2.6 ?JJ.7 - ~ 23.i~ N~l earnings (loss) $ I49.9 _ $( 289.3) $ J.C6-:9 $ ZJ.7 $ g)l $( 140.1) $ S6. srr 

·-- '==:,; 

P~r sh:;re data 
f1 r',i1ary: 
Et: nings (loss) frcm 

c:onti :iuing or:eraticns $( 1.31) $( 4.62) $ 1.30 $( 0.04) ${ 0.23) $( 2.34) $( 1.01) 
,.., 
~\. 1 

t c:-nings (loss) before 
extrnordinai-y i t3l1 $ 1.04 $( 4.43) $ 1.30 $ 0.20 $( 0.23) $( 2.01) S( l.01) $( 1 

: -:~ ·:: e~mings {1oss} i:>er share 
of cam-en $tock $ 1.q~ $( 4.43) $ 1.34 $ 0.20 $ 0.03 ${ 2.01) SC 1.20) $( 1 

''fa:stated fer deconsolidation of Oirys1er Defense. Ioc. (See Note 3) 

. .;. ..• .:. :.:. ... 
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CHRYSLER FINANCIAL CORPORATION AND CONSOLIDATED SU8SIDIAR1ES 

CONOtNSED CONSOLIDATED BALANCE SHEET 

ASSETS: 
r: c:i sh 
Short-term investme~ts 
Mar ketable securities 
Notes receivable: 

Retail and lease finuncir.g 
Wholesale financing · 
CoITT11ercial and other financing 

Tctal notes receivable 
Less: Unearned income 

Allowance for credit losses 
Notes receivable--net 

Amounts due and deferred f rom receivables 
Other assets and receivables 

LI ABILITIES: 
Notes payable, short-term 
Long-term notes payable within one year 
Other liabilities 
Amounts due to affiliated companies 
Senior not~s payable after one year 
Subordinated notes payable after one year 

SHAREHOLDER 1 S INVEST ME NT: 
Cornnon stock 
Additional paid-in capital 
NAt earning~ retained: 

Balance at beginning of year 
Net earnings for the year 
Cash dividand paid 
Balance at end of year 

sales 

TOTAL ASSETS 

TOTAL LIAB!LtTIES 

TOTAL SHAREHOLDER'S INVESTMENT 

TOTAL L til,8ILTTTFS ANO SHAREHOLDER 1 $ INVESTME NT 

DECEMBER 31 
1982 1981 

(In ililTTions of dollars} 

$ 133.4 $ 111.3 
216.3 90.3 . 

84 .4 90.2 

l , 957.5 2,241.4 
1,292 .6 1,224.g 

126.1 124.6 
3,376.2 3,590.9 

315.S 345.6 
26.7 28.6.: 

3,034.0 3:216.l 
214.5 240.6 
68.7 78.3 

$ 3,751,l. s _2.,827 . ~1 

$ 95.5 $ 125.8 
104.3 174.4 
309~0 319.Q 
201.8 22.0 

2,140.9 2,292.0 
235.4 245.8 

3,087.0 3.179.0 

25.0 25.0 
282.4 282.4 

341.0 360.5 
52.2 62.2 

( 36.3) 81.7 
356.9 ~ar:c ~. -. ' 
664.3 648 . ~ 

$ 3,751.3 $ 3, 827 , L ......,,_.:...._ ___ 
Chrysler F~nancial Corporation is a wholly-owned unconsolidated subsidiary of Chrysl er 
fnrrnr.:itinn . Thie; balance sheet has been surrmarized from the financial statements 
appearing in the Annual Report of Chrysler Financial Corporation. 
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GRYSLER CCWCR~TICJ'l AND (X}l~ID\TED SLBS!DIP<JUES 

tJ-lIT SALES CF Cl\RS .NlO TRLO<S 

rn32 l~l 1900 1979 1978 1977 19i5 

:: '! .\i·en of Manuf ac ~ ur~ 
L: .. , it C\i States 

P c.s<s ;~\')3'' C<'n·s 598,796 755.315 644,200 927,913 1,129,933 l,229,993 1,324,~.g 
Tn:c<s 122,942 100,316 139,302 259,691 493,658 457,740 423~520 

Cc.rnda 
r a -~sFJ1gff C.:U·s 149.9C6 70.003 72.72£> 143,074 177,365 217,935 ?c,l o..,.n 

- ' · , IV 
Trucks 96.038 862150 5421a:> 53%3ro 77z455 1052977 S"l .:;JJ 

fO!"l'.t.. U.S. ANO ~~l\fJ\ %7:632 1,011.&54 9lo,352 1,,,,, ~ 1 070 .Iii 1 ? t\'h ~~ ? IYJ6&°3 , .. , .,L -r' '-1\JU .a..,u,v.,-r.a..• c.-,.v ....... ,'-'"" \"" .... , ...., ) -t 

,1apc>.n 137,702 156,316 206,693 270,405 226,542 '2fJ7,428 lCS,295 
;-'cxim 76,342 114,833 1C6,300 91,785 79,325 60,545 56,J..;S 
~.us t.ra l ia 1,!19 8,620 11.371 21,830 27,271 
.:"-, l 1 OU1ff C'.ountr·ies 279 11,589 15,8&5 262853 ll C.·'.3 

TOfPl OJTSICE U.S. 
. , .... . 

.nNO O~~'!Dl. 214,044 271,149 314,571 382,399 333,124 316,656 293 WJ 
~--

TOf A!... W)~IJ..lHE 1,181,7?~ 1_,3~~,011 1,224.923 .1.7%.465 2.211.535 2.328.))2 2.370.8:9 
-- · · - - -~-

_,___,_ 
.;:t:.;:a.;.~--::-= 

:;y Area of Sale 
United States 

P ilsscnge- C'.ars 737,350 834,155 721,868 1,021,826 1,229,548 1,354,721 1, 4"""8' 6S3 
Tnicks 2312756 184:0li 2i32S16 329 ""' ....... 50225;.+ ""..,,.. 533 441.S'ti z~l~ '-+~2 

TOfN.. LNI1ED STATI:S 969.106 1,018,166 935,3&1 l,3St038 1,732,142 l,854,254 u10:6w 
Csv;.da 

Passenga-- Cars 105,264 103,0'.31 112,692 158,020 100,575 205,078 224,215 
Tnr.:1<.s 212328 292463 3124139 ~ 432856 47,145 50 127 

~f' ··" "'."CIT';\L U.S. Al\'D CN !Af'.A l.095,698 r,n:.o,660 l,079,56S l.!)56,573 2, to7 ,477 2,.-: ., ... ,/· -;'.J 
'-wts i <'.e u .s • & c. mada 

P t15<,engE-r Cars 46,231 119 .. 172 82,285 165,587 166,526 159.625 164,307 
Truc'.<s 
rar.nL OJTS HE U.S. 

392797 63%181 63,073 792118 882436 612200 61.152 

AND Ou~ 86,028 132,353 145,358 _2442705 254,962 220,825 2252459 

TCTf.UJ. w:Rl..Dr.'ID: 1,181,726 b.2832013 1,2242923 1,796,465 2,211,535 2,328,))2 2 370 r:;-· ... :Z I ~--.i~ ·----

~977 i.\nd 1976 restated to exclude deconsolidated oi:;erations in ~urope and Latin Arn:rica • 
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THE. WHITE HOUSE 

WASHINGTON 

February 23, 1983 

MEMORANDUM FOR ED MEESE 
~S BAKER 

RICHARD DARMAN 
KEN DUBERSTEIN 
FRED FIELDING 
DAVID GERGEN 
HELENE VON DAMM 

FROM: CRAIG L. FULLER 

SUBJECT: EPA Actions 

, 

Attached are two memoranda concerning EPA actions. Both 
memoranda are in draft form and attached for your review and 
comment. 

/ 



THE. WHITE HOUSE 

WASHINGTON 

February 23, 1983 
DRAFT 

MEMORANDUM FOR THE RECORD 

FROM: CRAIG L. FULLER 

SUBJECT: EPA Personnel/Management Actions 

It has been. agreed that the following actions will be taken 
and announced jointly by the White House and the 
Environmental Protection Agency today: 

1. Commission on the Management and Administration of the 
Superf und Act 

A commission will be established according to the 
charter that has been developed to advise the EPA 
administrator concerning the implementation of the 
Superfund Act. The Commission will make recommendations 
with regard to improvements in the site designation and 
evaluation process. It will also recommend improvements 
with regard to internal control procedures associated 
with negotiating Superfund settlements. 

David Linowes will chair this cominission. Other 
commissioners will be appointed as rapidly as possible. 

2. Assistant Administrator, Solid Waste and Emergency 
Response 

Lee Thomas will be detailed to fill this position which 
is now vacant. We anticipate that he will serve in the 
position for 30 to 60 days. After that period of time 
the White House, in consultation with EPA, will 
determine who should fill the position on a permanent 
basis. 



3. Director, Legislation 

Lee Verstandig will be detailed to a special assistant 
position for congressional relations. In this position 
he will assist Leland Modesitt, Director, Legislation. 
We anticipate that he will serve in the position for 30 
to 60 days. After that period of time the White House, 
in consultation with EPA, will determine whether a 
special assistant for congressional relations is 
required and who should fill the Director of Legislation 
position on a permanent basis. 

4. Assistant Administrator, Administration 

John Franke will be detailed from the Department of 
Agriculture to fill this position. We anticipate that 
he will serve in the position for 30 to 60 days. After 
that period of time the White House, in consultation 
with EPA, will determine who should fill the position on 
a permanent basis. The incumbent, John Horton, will be 
asked to resign by the White House. 

5. Inspector General 

A yet to be identified Inspector General who has a solid. 
reputation will be rotated into EPA to replace Matthew 
Novick. Matthew Novick will remain at EPA until such 
time as the investigations that he has control of are 
completed or transferred to the new IG. 

• 
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? 
DRAFT 

Charter 
Commission on the Management 

and Administration of the Superfund Act 

1. The official designation of the Commission is the 
Commission on the Management and Administration of 
the Superfund Act. 

2. The purpose of the Commission is to advise the 
Adrninistr~of the Environmental Protection 
Agency concerning the implementation of the 
Superfund Act by the Solid Waste and Emergency 
Response Division of the Environmental Protection 
Agency. 

a. Examine the allegations; 

b. Evaluate and recommend improvements to the 
Environmental Protection Agency's toxic and 
hazardous waste site evaluation and designation 
process. 

c. R~commend improvements in the internal controls 
Jiii: Rlila9 related to the negotiated settlements 
related to the Superfund. 

3. The Commission will be in existence not to exceed six 
months from appointment of the last Commissioner. 

4. The Commission will deliver its final report to the 
Administrator of the Environmental Protection Agency, 
and will function independently of, but in cooperation 
with, established organizations of the Agency. 

5. Staff support for the Commission is to be provided by 
the Office of the Administrator. 

6. The duties of the Commission are advisory in nature 
in accordance with this document. 

7. The estimated operating cost of the Commission is 

-----, including approximately 1.5 staff-years of 
support. 
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8. The Commission will meet approximately 12 times at the 
call of the Chairman. All meetings of the Commission 
and all agenda must have prior approval of the Federal 
Representative. The Federal Representative will be a 
member of the Environmental Protection AGency's Office· 
of 

9. The Commission shall submit a final report to the 
Administrator of the Environmental Protection Agency 
within six months after appointment of the last 
Commission or no later than August 15, 1983, whichever 
comes earlier, and shall terminate on that date unless 
extended by the.Administrator of the Environmental 
Protection Agency. 

10. The Commission is composed of 5 members, who shall be 
appointed by the Administrator of t~e Enviromental 
Protection Agency, one of whom shall be designated 
as Chairman. 

11. Creation of this Commission is by the authority of 

It is in the public interest in conjunction with 
the responsibilities of the Environmental Protection 
Agency. 

12. Members of the Commission may receive compensation, 
travel and per diem expenses for each day such member 
is engaged in the work of the Commission. Travel and 
per diem reimbursement shall be up to a daily rate in 
accordance with the Federal Travel Regulations. 

13. In carrying out its responsibilities, the Commission 
is authorized to: 

a. Use the support services within the Environmental 
Protection Agency as appropriate in carrying out 
its function; 

b. Select an Executive Director and other required 
personnel in accordance with an established 
budget; 

c. Conduct hearings (swearing in witnesses as 
appropriate), interviews, and reviews at 
regional centers and field offices, or 
wherever deemed necessary to fulfill its 
duties; and 

d. Confer with contractors, lessees, and other 
parties dealing with the Agency on matters 
pertaining to the Commission's mission. 
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14. The Chairman of a Commissioner specifically designated 
by the Chairman shall be the spokesperson for the 
Commission for contact with the Congress, public, media, 
and others. 

15. All Commission meetings and activities will operate in 
accordance with the Federal Advisory Committee Act 
(5 u.s.c. Appendix I, Section). 

Isl 
Administrator, EPA Date filed 

Date signed 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

W ASHINGTON, D .C . 20503 

February 17, 1983 

MEMORANDUM FOR JAMES A:_.. 8jfER II I 

FROM: FRED KHEDOUR~ 

SUBJECT: 11 Pulling the Plug 11 on the Jobs Bill Co111pror.iise 

We have on several occasions rejected the option to start preparing the 
grounds for 11 pulling the plug 11 on the bipartisan jobs bill. 

I have tried repeatedly to make the point that whatever consensus we might 
have with both the Democratic and Republican leadership cannot survive more 
than a brief negotiating period. 

Powerful elements in both houses outside the leadership are in the orocess of 
maturing to the point of breaking key agreements in the packaqe. 

The Administration's Exposure: 

The str.ategy of inflating the apparent size of the package by counting 
deferrals and rescissions, obli gation limits, and other elements that do 
not require congressional action created a risk. 

That risk is that the Congress wi ll make major , unacceptable additions to 
ou r or iginal package and still stay within the $4.3 billion figure with 
which the President is now identified. 

For example, they could drop our CDBG advances, highway and t ransit funds ~ 
and UDAG deferral from the package. 

The Public Works Committee leadership will press strongly its argument that 
these are not "real increases" ; our probl em is that their argument is correct. 

If these elements are dropped, it would be a simple matter for the Congress 
to replace them with nearly $2 billion of "make-work" CETA-type jobs or 
other additions that would grossly violate the Pre~ident's guidelines. 

Conclusion: 

I make these ooints because I bel ieve that we need to make an assessment now 
of the li kelihood of the risks in our situation being realized. ~ 

We have lost four days this week ; in those four days the non-leadership 
elements in the Congress have been dissecting our proposal and finding its flaws. 

If we cannot proceed any more according to prior plans, we should start now 
to lay the groundwork for 11 pulling the plug." 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D .C . 20503 

February 16, 1983 

MEMORANDUM FOR JAMES A. BAKER III 

FROM: FRED KHEDOUR~ 
SUBJECT: Hatfield/ Baker Meeting on Jobs Bill 

c 

Our first objective and priority must of course remain that of seeking 
Hatfield's aqreement to the bipartisan compromise in its present form. 

A review of the contents of last winter's Continuinq Resolution jobs 
title reveals little basis for optimism, however. -

Although there is a considerable overlap between the House version of 
the Continuing Resolution and the current proposal, there is much less 
overlap with the Senate version . 

Of the 35 items in the House version, ]l apoear in the bipartisan compromise. 

Of the 15 items in the Senate version, only one (National Forest roads) 
appears1n the bipartisan compromise. -

A comparison of the new Hatfield proposal and the bipartisan compromise s·s 
a bit more of a cause for optimism; we have dealt with 20 of the 47 programs 
on his list (although not always in the same fashion).-~=-=- "' 

Our problem is to isolate those amonq the rema1n1ng 27 progra~s that are 
priorities for both Hatfield and the House Democrats. 

If we cannot do this properly, we will inevitably be 11 bid up 11 to an unacceptabl;-? 
total bill. ::J 

Conclusion and Recommendation: 

~ If efforts to persuade to drop his separate ort and sign on to 
fhe packaqe are unsuccessful ~ e shou qe 1s aqreement to work within 
s.et _Earame~rs. I have attached a draft 11 defini tion of I 1mlts. 11 

-

We should if necessary indicate some flexibility in a few program areas 
that are evident priorities for both Hatfield and the Democrats. These 
are in my judgment those displayed on my second attachment. 
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Programs of Apparent Priorit)I to Hatfield and House Democrats r'ffe-· 
Program Hatfield Package Prior House Level 1 "Ii"'~· 

USDA WIC $100M 

DOE weatherization 

Summer youth 

Rural Water and Sewer2 

Dislocated Workers 

$150M 

$100M 

$125M 

$125M 

$250M 

$200M 

$200M 

1
Prior House level refers to Title II of the Continuing Resolution as reported 
by the House Appropriations Committee last winter. 

2While Hatfield himself is not an ardent supporter of this program,it is very 
important to Thad Cochran and to Jamie Whitten. 

i lfld. ~ ,.._ -
~~'~/~• 

~~/. 
~ 

J/ul- ~;ii ~. ~~ ~. 
c/<--~~1;;::: 
~. w-Yr-r~~- . 



GUIDING PRINCIPLES FOR JOBS BILL 

No new programs other than one-time distribution of humanitarian aid. 

No local public works or other traditional anti-recession "make-work" jobs. 

No increase to existing formula grant programs that would have the effect of 
raising the basic funding level expectations of cities and state in the future, 
e.g. CDBG, UDAG, or Social Services Block Grant. 

Total new budget authority created by the bill for jobs and ..tiumanitaria~;-~ 
assistance not to exceed $2 billion, inclusive of transfers from Sec""7"32 
and CCC funds. I 
Base for calculating size of the package should recognize Administration 
deferral, rescission, and obligation limits. , 
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EXECUTIVE OFFICE OF THE PRESIDENT 
O FFICE O F MANAGEMENT AND BUDGET 

MEMORANDUM FOR JIM BAKER 
RIC~ARD DARMAN 

W ASHINGTON, D .C. 20503 

February 15, 1983 

KEN DUBERSTEI~ -

FROM: FRED KHEDOU~ 

SUBJECT : New Hatfield "Jobs" Package 

Hatfield has made a number of highly si gnificant additions to his package: 

--$500 million for Community Development Block Grants 

- -$500 mill ion in new USDA commodity donations 

--$150 million in DOE low income weatherization 

--$100 million in summer youth employment 

--$100 mill ion in USDA Spec i a 1 Supplemental Food (vJIC) 

Hatfield has not changed in any evident way is basic approach. All funds would 
be newly-appropriated, net additions to spending. 

The descriptive sheet provided by Hatfield shows a number of deletions , most 
notably $400 million in 1 oan authority for Rura 1 l~ater and Sewer Gran t s and $100 

million in loan authority for SBA loans. I believe this to be an error because the 
appropriated funds that go with these loan funds remain in his oackage. 

Budget Effect Summary: 

Previous Hatfield package totalled $2.995 billion. 

New package totals $4.445 billion . 

Exclusive of deferrals and rescissions, Hatfield package is now $1.496 billion 
higher than the bipartisan compromise. 

Because Hatfield oresumes conqressional disaoDroval of deferrals and rescissions, 
his package would. actually be-$2.513 billion . ~ore than the bipartisan compromise, 
however. 
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' ·JOBS PACKAGE 

Agriculture Subcommittee 
Rural Water and Waste Disposal Grants: 

, Appropriations 
{ _, FmHA Salaries and expenses 

. Watershed and Flood Prevention Oper~tions 
Agricultu~al Research Service 
Special Supplemental Food Program (WIC) 
Food and Drug Administration 
USDA Surplus .. Food Donations · 

r o • • "• • 

Commerce-Justice-State-Judiciary Subcommittee 
SBA Small Business Guarantee Program: 

Appropriation 
Federal Prison System 
Suppcirt~ ot United States Prisoners 

:;~~ ~~:;.::~-0~.~~-: .. · 
Energy & Water Development Subcommittee 
Corps of Engineers -- Construction 

Operations & maintenance 
Mississippi River & tributaries 

Bureau of Reclamation Construction 
Operations & maintenance 
Loan program 

HUD - Independent Agencies Subcommittee 
VA hospital repair and maintenance 
FEMA - emergency food and shelter 

. Community Development alack Grants 

~)Interi~r Subcommi~tee 
Forest Service -- Reforestation 

-- Construction 
National Park Service -- Construction 
Fish and Wildlife Service 
Indian Health Service 

· Schools and Hospitals 
Indian Education 
Indian Housing 
Low Income Weatherization 

Labor-HHS Subcommittee 
Dislocated workers 
Jobs Corps 
Job Search Assistance 

(State Employment Services) 
Summer Youth Employment and Training 
Social Services Block Grant 
Community Services Block Grant 
Community Service Employment for 

.·Older Americans 
· College Work Study 

Impact Aid Construction 
Removal of · Archi tectu.ral Barriers in Schools 
Library Construction 
Centers for Disease Control 

$125,000,000 
6,500,000 

75,000,000 
10,000,000 

100,000,000 
39,000,000 

(500,000,000) 

2,000,000 
60,000,000 
10,000,000 

250,000,000 
115 I 0 0.0 t 0 0 0 

40,000,000 
65,000,000 
25,000,000 
20,000,000 

50,000,000 
50,000,000 

500,000,000 

35,000,000 
25,000,000 

100 , 000,000 
20,000,000 
39,000,000 

150,000,000 
. 24,450,000 

30,000,000 
150,000,000 

125,000,000 
32,400,000 

(50,000,000) 
100,000,000 
500,000,000 

41,375,000 

14,550,000 
110,000,000 

60,000,000 
40,000,000 
50,000,000 
15,560,000 

... 
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~ilitary · ·construction Subcommittee 
Family Housing 

Transportation Subcommittee · 
Interstate Transfer Grants: 

Highways. · 
Transit 

Northeast· Corridor Overhead Highway Bridges 
AMTRAK Maintenance of Way 
Metro . 

Treasury Subcommittee · .: 
GSA Federal Buildings Fund ·; .. 
GSA Motor Vehicle Purchases =~ : ~ 

..... 

250,000,000 

100,000;000 
25,000,000 
40,000,000 
90,000,000 
10,000,000 

125,000,000 
50,000,000 

.. Total Proqram Level $4,444,835,000 
'- · - -- · -·-·- • ... ~· - ·'·-- Budget Authority 3,894,835,000 

Limitation (550,000,000) 

"- -· 



TH E SECRETARY OF T HE TREASURY 

WASHINGTON 20220 

January 31, 1983 

NOTE FOR JIM BAKER: 

I was rather startled to read the attached article 
in the "Banking Regulator". This is widely read in the 
banking field. If indeed this happened without any 
reference to Treasury, I have to protest. I don't think 
it fair that the White House follow one line when we are 
using another . This is particularly true in our answers 
to Senators, Congressmen and bankers that this Administra
tion is sticking with its 1982 tax initiatives and will 
not back off. 

I wish you would look into this and let me know what's 
going on. 

Donald T. Regan 

Attachment 
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January 31, 1"983 No·. 3/83 

ENCAPSULATION: White House to review withholding :.rule (pg ll • ~-:-_i-L, 
Reg. E amendments proP<>sed· (pg i) + •"' Three· ·States! :T-i-L ·1aws· preempted 
(pg 3) • Ase· deposits: -reached· $55. J blnion .in September (pg 6) 

'·• 
. j ..... ,!· 

EXECUTIVE ·oFFICE OF THE PRESIDENT 

white Fioase .. Recons'iaerin·g Withholding-at-source 
. . ...... 

White House executives - met : W~qnesday: afteFnoon ar:id will recovene· in the 
next few days to reconsid~r 1;.}1~ .adm.inistration 's commitment to -makirig 
dividend- and interest.;.,paY;_ing RFg'!-nizations withho;Ld a p<)rtion of those 
payments for remittance to Treasury .. as pa.rt of the consumers' tax payments. 

Preifrdential specia1... assistant Wayne. _val is . announced the unexpected meetings 
following a presentation, during a meeting ~ith the' National Association . : . 
of Federal Credit Unions . (N~FCU) .• · During .the mee'ting, ;credit' union -manage-rs 
and voluntee.rs compla_ined ,about- the: burd.ens . created ·by· wi_thholding""'.at
source. They also. explai~ed--that, according ,tQ _IRS! ow~ -study, · taxpayer 
compliance runs at 96. 7% when 1099 forms ' a're prepared, as ' is the case 
with credit unions, banks and thrifts. By comparison, the- gover·~ment's 
own estimates indicate that substantial . noncompliance has resulted· from 
the DepartJ!lent of .the Treasuty's inability-- to police ·it$ own inter:est 
payments _on T.;.bills~ Series" E· bonds·· and -t-he ·· Hke. _ · 

•, -: . 

While noncommital, Valis said_ that ·· perhaps, .. only perhaps, the administration 
"may not have been all that thorough~·' iri its iesearch . wheri it pressed - for 
inclusi6n of withholdirig-~t-sourc~; ciauses , in ·the tax bill. :Consequently, 
he inv-ited the association to represent its case to the iadll)inistration. 

Ea~J:y indications ~re tha~ NAFCU -1 s. arg~~e~~s-~ wni·~ be rec~~~idere~ 'by_ 
·white ·House. executives Ed Meese'- Jim Baker and Waype V~l1s and Secretary 
of the- Treasury D.onald T. Regan. · It is not. clear~ .. however, when · the 
White House will.. announce the results, of its_ r~·consid~ratiorf~'.' . 

Valis' appearance before the · co.nferehcEi· capped the f.our-day se~sion in · 
which many Republicans and Democrats from the Senate and the House pledged 
to support NAFCU's legislative' goals of repe~li~~ withholding-at-source 
and amending the bankruptcy stat~i:e·. 

FEDERAL RESERVE SYSTEM 
.•.; ~ . .. - - ...... ---

T-i-L &' Reg·. ·.E Amendmen-ts Pr.oposed 

The Federal ·Reserve Board is. a.;kin~ ;for : p~bllc comme~t on .proposals to 
implement the Truth-in-Lending '.('i'-i-L) ame.hdments "mal')'dated by the ·Garn-St 
Germain Act. . - · ~ 

-· ·, "' ~ 

. .. . . . ...~ .: r .. -: .: ~ ~· ~"' -. .. 
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-2-BAMfiN6~6ULATOR 
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Open for 30 days of comment, the proposals would strike "arrangers of 
credit" from T-i-L, exempt certain student loans from coverage and reinsert 
two footnotes designed to .safeguard creditors who make improper disclosures 
due to faulty tools they used to calculate the APR and finance charge. 
The proposals also would make technical changes to Reg. E (Electronic 
Fund Transfers) so that the rules properly cross reference provisions in 
revised Reg. z_ (Truth-in-Lending). 

. ~ . 

Additionally,. the. proposals would revise .the Fed staff commentaries on 
Regs. z and E to reflect the Garn-St Germain Act amendments and to respond 
to new questions Fed. staff had received on the rules. Staff . said the 
proposed commentary changes "generally give creditors more flexibility in 
making disclosures, while preserving basic consumer protections." 

,· ; 

SpecificaVY~ ,. \:h~. - boa,ra prop<;>ses to amen~ Reg. Z's- sec~ion 226.2 by .removing 
the definiti6n of "a~ianger of cr~dit" arid striking "arrangers of credit" 
from the reg.'s definition of "creditor." Last February, the board decided 
to exempt from Reg. z real ·estate brokers who arrange seller financing of 
homes, but . the board said it would reconsider its action in early 1983 . 
without further guidance from ·congress on the proper way to handle arrangers 
of credit. With the Garn-St Germain Act, Con9r~ss re~ponded by ordering 
as exempt ail arran9er:~ · of crec:H.~. ·, .. 

For student loans., . the. ,proposa1 ~exempts from ·Reg. · z those loans made ·-
under Title :·IV .- of ~; the . ,Higher :.Ed1:1cation Act · of 1965. Falling into this 
category .at.e the (;uarant:eed :Student Loan, Auxiliary Loan·s to Assist Students 
and ~ation:~I · Dir.ect '.Student ~ Loan programs. ·, If 1adopted, these changes 
would b~ inade retroactive· to Oct. _ l; 1982,, tbe :date revised Reg. z became . 
mand.atofy.'"ior cted~tors~- . '. . ' . . ,, ' -. : . . . . . . . 

' ' . ;. ... ~ . . .· . 
-

As i-n. . the old Reg. ~z '· the p·ropqsed foot-notes would ndt cons i_der as a 
violation an. error i-n the APR or financ~r charge that 1) stemmed from a 
corresporuHng· .. err.o~ .. in a cal(:ulat-ion -tool used · in good ·faith by the credito'r, 
and 2i · once: tne :..er:ror was· .spotted, th;e creditor· ·stopped ·using the faulty 
tool and .;;told .. the, boa~-d : about" it in wr-iting. ' 

• ~ -{· oR~ ' 0 "' "J ' ' -?• .... j • • •o ~ 

[The boa.ta l:las . eliminated tl}ese footnotes from revised Reg. z, reasoning 
that they b'~d~Iile . Lin~e~essary thanks 't~ the. ~ev).sed rule' ·s expanded "bona 
fide error~' defe·n'se to civil suits, whlch. says· basically -that the creditor 
isn I :t liable . if .. th~· . erro·r •was ···untn;te11ti,.-Onal. After further consideration, 
though, the . oo:ard.' wants 'to put the footnotes back i~ the rule: Sa id the 
board: . "The- ame-nded act protects creditors· ·for 'violations · r-esulting from 
bona fid.e erroq;-,. ·ever;i .. in the. abse~ce of footnbtes. However, withou·t the 
prot~c.t. i.on of fpptootes, creditor.s cou,ld .. be sµpject to administrative 
enforceme.nt, ·-,in_c;:J.1.!d _~!lg .. ,J;,e~tif~_tipri, for th.e .same en:prs. ") 

• . .. - ~ . J ·- ' - --~ ' .. . 

Here is the Fed'-s · brief · description of its proposed changes to its Reg. z 
commen~ary: 

• Section -226. 2- Def ini ~ion- of, Rules .and Construction 

CommerrtS;~ 2(a) ( 3)-1 through 6 ·wou-ld be · re.moved to-. C::brrespond to the . regulatory 
amendments ·t;hat ·reinovfL-"arranger:s of credit." from the · "creditor" definition. 

Comme;;t · 2 (a) ( f7) ( il)-1 would be removed to conform the., comm~ntary · to the 
regulatory amendments that implement the Garn-St Germai!l A.ct T-i-L al1\endments. 
The comment designations "Paragraph 2(a)-(17) (iv)" and "Paragraph 2(a) (17) (v) 
would be redesignated "Paragraph 2 (a) (17) (iii)" and· ".Paragraph 2 (a) ( 17) (iv), 
respective.1,.y · ·- :_ , _ . .... ::ri,. . . .. -

A sentence -w.ould be .. added · to the par-agraph under 1981 Changes discussing 
"arranger of credit" indicating that the definition has been removed from 
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the statut;.e. · -This would reflect J :he- G<irn-St Ger~~i~ .p:_i~L aqien9it1ent. . .. . - . . . .. .. ·-' ·~~ ;' ' 

• Section 226. 3 - Exempt TranSaCtiori'S .. · ...... 
- .... ... . - . . ... . .. 

Comment 3'{~)-1 wou.ld b.e added to cl"arif:Y which · 1oa.n programs ar·e administered 
under Ti~t"l:~ IV of th~ High!'!r Education- Act·_ of 19.65. , This co:mment corresponds 
to the regul.-a-tory- amendment.· "implement'fng'. the -c;a·r-n:-St .Ger.:maJn ~-i-L amendments 
that exempt ' these loan P.r.ograms . fr_om tfie ·regulation:. - · ·· · - · · 

• section 226: 7 - General Disclo.sur_~ ie~u-ir'~men·ts ·· 
Comment i:?\,{f -1 would be amended to remove referenc.~s to the Guaranteed . 
Student Loa"fi~- ·prograni and :' the PLUS. prog-ra~. __ The~e . · loan pr_ograms are admiriis.tered 
under Title. JVof the Higher Educatio~ Act o.fl96s ' and are" thus no longer 
covered µnder the s.tatutory •amendments e~empting these programs. 

Comment 17 (.iJ.-4 woula be ~eleted. .This comment add~eJ>s_es loan programs 
that are now .·exempt under the ""Garn-St "Germain. Act's T-i-L amendments. 
Comment 17 (-i~..-:§-~~u-id~ be.-r:e.desig:ila-t.ed <comme.nt 1-7 (1i)-~4 .• , . . . 

-; -:--

• Apperidii!Ji -H :~ Closed-End Model Forms and. Clauses · _ · ' , . 
~··) :'f •. ""tr. , . . · ·. · , . . : : .: •• '".'·"' ' . . '- . . 1 _ AO! '· ~ . • • • . • 

current -c:-onime)1ts H-:-17 t.hrou.gh 2o ~ wou1~·- be - - iem.ove.d as they r,eflect tne 
approval under "sect)ciri ni 'of "th~ ('~ct . of .s _tudent __ Joan 'disclosiure _forms. 
issued by the Department of Education'. The _lQafl'.pr;ogram'S to which the 
forms apply have . been exempted fiom .the regulation in the recent DIA 
amendments to the T-i.:..L . Act. ~ . ,,, .,- ., : ·!:>- -. -i• .; 

• I ~: 

Comment is also ·sought on p:r,9posed· ~h'.an9~§
1 

t 6' •tj}e . F~d Is ' Reg ~ E staff 
commentary. The changes reflect. redes-lgnat~d s?ct"'lons- in:·-revised· Reg • .z, 
and some also implemen~ ,r'egLil;atory r'evi"sio"ri's the Fed adopted in October. 
The Reg. E provisions" ,that rel-at:~ :to rr'- i-C'• cove:.r ~rss·uanc.e ' of access· devices, 
liability for ·unauthor.1zed . transd:e'r"s·:, documentation of transf~.rs and · 
procedures foL,resolv~ng I ehod;: -r~'e "sec:tfonal : ~~fetences_ i~ these sections 
would be revised _under the prof29sar to .match ' toe oo_r.re;sp_onding refer-~nces 
in revised Reg. z. · ··:;_ . ~>-; .. ,;-i·r :~ ,.~· , . : ' ~ . , .• 

' ~. · ., ~, .. ~ .· .... . ' . . · .. 
Comments should be ma_il_ed "tq Wil~i~m w: Wlles; secfe'tary, __ 'Board of Governors 
of the Federal Rese1ve . Syste.rn~ - -~~shfoiJ:~6ri', · pc ·· _:ws~Sl~ .:· .. 

. • ... ·; ' ... , "!"·' ""'; '"". . ~· \ .... . J ~ - ' · 

· T-1-L L-awS •' in·' Three. :St_ates .1Pr:e~pted. ' 
J • .• ·: , ,. ':' . . .. ...... . -;'", , !. • . ... l . : ' • . ' •• • 'li"'., ' ..:;,_ . ..... ; : • • , ··-~ 

Arizona, Flor idq- and . . MisS}_pl!r i ;~_re..,4_it~~s ~can abide by1 ·~cer-tain -federal _';l".ruth---
in-Leriding laws inste-ad' of ; cont'radi~t0ry1 sta·t:e · ~Xaw's'"'; .the _Fede·ral ·Reserve' 
Board ruled ·iast week. ·. cre'd'itors 'can follow efthei 1aws until Oct. 1, 

• - f- - . ... --~~~-·- - -·t •. ..L..,....__ _ :...i:,,,•:_,, -... ¥ · - : _.....,_ .. -·· -.- ~ :. - .. ' 
1983, when the ·federal preemptfon becomes manda't::oI'y-t: , -· : . 

: : ... ·_ :« ... .. ·:. .... :~.:( ~ .. : +. 

The action marks the;-'.first tj.m~ ,_ 1fhe __ q,q~q:-~ und_er re.vised ,Reg. z ~as substituted , 
federal fp;:. state T-i-L laws.- In doJ:flg . so, the ,bbard al-so· laid down three 
new prin~·ipfes Fed st_aff wi-11 use ~he~'- ·]~~ i,ew'in,9 : st-ate . .- T~(~-L laws, .and 
gave tne oir~c.tor , ?~ its consumer and comm·unity affairs division ·the authority 
to make pr:~emp.t:.io·I"! decision·s ·: · ! .~:1 · · ; ~v ;. :\:~{: .. . · ~ 

Under the T-i-~ ~-ct, t~e -boa~d. c-~ . P;Fee1g~t: '.~~t)i~~':: T"'--·f:-L .laws · "tha.t are inconsistent 
with federal la\Js. Accor<U~q. tt,o ,Reg~latr,J,on' :Z'._JT'rl1th-in-Lending), a , -s_t~ ,te 
law is incons_istent and thus pre_e.mpted . ~( i,t ·signi'fica:ritly' "_impedes the , 

. . - . · • 4· , _LJ .• :rr ~.:"z.,·.· ~ ..... ~· . 
operation of federal ; law or . iQte.rfe_res ·with th'e -·purpo~e 0£ the stat.ute. 
If the board ~ ae~ms .'tne ~st.ate iaw ·rrltionsfste'ht;. '. .'ere'dit6rs in. the --state 
can' t r make disci9P.ur~~ : ~~iri9 :, tbd~~---, I5'ro~'fsi"Ons , :~h<i":must.~ in$tea~~.- f~ll9~ the ' ' 
federal law that .. a'pplie_~. _, _ . _· · :~,i~ ,··cv· ~ · .::':?~ "., }h · ~ ;..~_, ,,:, ,.~: ; · · -::. ·. ·· ·- - · · · 

.... _. , . • , . :.,. ; l_, • · ~· ···~·· : ,·,;-;· ·:: -~~~ ,. /~· ... ~; .;"<· ~ ~:~7 · ~ ·.:.. ··· ··' ·~; 

In April, Ariz"ona, Florida, ~i.ssou.i:,i . anS} So_U:th ~.i:tF:p.J.Jn_a...?PPl.ied to the. 
board for pr~.~mption . of c;e.rt~in -sta~t:~ . -la'f'S . th~y. b~.lie.veq _ contr,aqicted~ 
federal T-i-L . .laws., and their. appli.ca.tions .we~e .put. out>, .fo.r, .. comment (BR 
4/12/82). , r.sQ.~th . caroli~a has s.i_nc~ , .withdr.'~wn ·,~ts .-applica}:i.9~ after.: ·the 
relevent provisions in its law were amended.] ;, . ;; ~ 
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Some of the 60 commenters, however, challenged Reg. Z's preemption standard 
as either ·overstepping the board's authority or as too imprecise. After 
reviewing the comments,. the ooard opted to stick by Reg. Z's standard, 
but, while reviewing the three applications, came up with three new principles 
for determining if state law meets Reg. z's standard. Fed staff will 
continue to use these .principles when reviewing states·' applications. The 
principls are: 
• When uncertainty exists about whether a state requires the use of specific 
terminology in making state disclosures, it will be assumed the terminology 
used in the state law provisions is required. · Reg. Z provides examples of 
contradictory state requir.emel'lts involving required terminology. If state 
law requires the use of a term that is the same as the federally required 
term to represent a different amount or a different meaning in the federal 
law, it is considered contradictory and is preempted. Some commenters had 
questioned the Fed on whether state law actually re~uires the use of the 
specific term1noidgy r~ferred to in~ the statute. "In view of this uncertainty 
about the mandatory nature of state terminology," the Fed said, "the reference 
in Reg. z to 'required terminology' should be interpreted broadly so that 
where state terminology differs from the federally required term, the 
state term is preempted." 
• State disclosures that have no functional equivalent in the federal 
disclosure scheme and do not detract from or confuse the federal disclosures 
are not inconsistent with the federal ac.t. This principle would preserve 
several state disclosures that are u~ef~l to creditors, staff said. Under 
Reg. z, a stat~ · 1aw is preempted if ·it specifies a different term than the 
federal law to describe the same item. With t;,his principle, Fed staff is 
taking a more limited view of what constitutes the "s~me item" than was 
taken in the April proposal. 

• A state law is preempted only in those transactions in which an actual 
inconsistency exists. After considering comments, the board decided that 
a state law should be preempted only in cases of actual contradiction, 
reasoning that this position ".best fulfills the congressional purpose 
underlying the preemption provision, .and will ease the burden on creditors 
and others in dealing with preempti_on determinations." 

Also, the board decided t;hat. preempting one state~s law won't have an 
effect on a simila~ provision .in another st~te without formal board action. 
Fed staff said t ,his i :S- "the most: -p.ract-ic·a-:l :app.roach't since it ensures a 
thorough review of each state's laws. A Fed staffer also cautions that, 
absent formal preemptive action by -the Fed, creditors should comply with 
both federal and state T-i-L laws, · even if they appear inconsistent. Failure 
to do so could make the creditors liable if the Fed later found the laws 
were consistent. ·,. 

The board's preemption decisions for Arizona, Florida and Missouri all 
take effect Oct. 1, 1983 a~d are as follows: 
Arizona: 
• Section 44-287 B.5 - Disclosure of ~inal cash balance. This provision 
is preempted in those tran.sactions in which the amount of the final · cash 
price balance is the same as the federal amount financed, since in such 
transactions the state law requires the use of a term different from the 
federal term to repres.~nt the s!'l,me amount. 

• Section 44-287 B. 6 - Disclosure of finance , charge. This provision, is 
preempted in those transactions ·in which the amount of the finance charge 
is different from the amount of the federal finance charge, since in such 
transactions the state law requires the use of the same term as the federal 
law to represent a different amount. 
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• Section. 44.-287 B.'7 - _._, Disclosure of ,th.e time balance • . The t.ime balance 
• ~ •• ·-. -I. .... J . .. ....... . f • ~ • ' • ' • • 

disclosure proyision is _ P,reempt.~d._ .j.n ,~h9se., ..__tr a.r:i.sapt;;o_nf? in . which the amount 
is the same as,. t):le amount . of t he fed~:ral to.t:.;i l o~ payments, since in such 
transactions the state law req,ui ~ e_-s·:=tl'l:~: ~ed>,f a ~terrri , Q.i.tfeient .fro1J1 the 
federal te r m to r epre.sen_t th~~ sai!ie . ~mounJ~. ~~- ,: . .. . 
Florida: . :: " : . "-· - .' :._ .. · .. ,,':!" ·- ·-=·: ·· :·~~ _: ""·' 

. . . :·~ .... f-. . i . . ,_ . .. . - - . 

• section!'i .520.07(2) '-cf) ·: arid .·520'"34(2}-(f );- - . Disclosure pf amount .financed. 
This- di.sclosui-.e is preempt~d , fo.~·tho·se · h .ani;;a'ctf ons l n .. which the ampunt is 
different from the f~derai1 ~ahiot:m t:; : -fi~~tl~~d, ~inc~ -~i~::'such transac~ions the 
state- law ··:requ'i r~s· th:e . use of the . sitme: ter m •as the federal law to represent 
a different amoun t-'. "' · --~- .,.,. ,.- ·' ·•· 

• Sections·' '5.20.07(2)(g ): -. 34(2)(g), ~rici : 35(2)"(d) _- ' Disclos.ure of finance 
charge and a description of frs componentlL i:,: The finance charg.e disclos-Ure 

- . ·"': . : ' -~ . -' . '·; ! 1 •. • ' ..... ~ , . . -- . • 

is preempt~d- in .those tra.n:s.ac.tion_::; · in . whi_ch the amount. of· the finance 
charge l S rn-e.ren't r r om Ehe"'.:~~ a1:· ~rnoa]'l t, .$in.ce--±n-:-c.sucA::--ot r-:a-nsas;:-t-i-9.nS 
the state' -1a"~ r~quir~s: the_ 'u.se' of th~ same term ·a's ' t _he -federal '1a~ to 
represent a differen t amount. . ; .. - . . . 

' . . . . ' (' 

• section.s 520.07(2) (h) and ,34(2) (h) _..,_ p.is.c,losur'~ .Q.f tota_l of payments. 
The total of payments disclosure is preempteC:t in·; those ~ransactions in 
which the .amount differs froni'. the am9unt of t he .fed.era! · tota-1 of payments, 

• • • • ._ ! • • ~ • • 

since in such transactions th.e sta~e . law . requir~$ the use of the same term 
as_ the federal : law to ·rep~e·sent ~ dif (,eren-~ amount than the federal law • 

• . Sectiop~ S20 :.9.7.J 2) c-i) . anc! ._ . . ~_4 ,j ,2>. .ti) '.;;.T. r Q~~.c);~_!=>U r~-~ oi_ .. d~f~r~_ed payment 
pr ice_. This,, disclo~ure is preenipt_ed . in_ ;th9~e ,t:qrns~ctions in which t~e . 
amount is the same :as t~e .. federal J otal, -s_al~- price ~ ·since in such tran~actions 
the state. l~w .requires th.e ui;;e o (..a diff~ r,en t- . t~.rit!- 'than the federal law to~- -
rep.rese11t the same amount as. the . :feq~ral · J aw:! _, . , . :; 

• ..... .... ~ ._ • .; - ·-- · .>;"~ ;:-• • -· ..... -~ .. 

Missouri: ;, ·· .' ... J.;"r•·L r~· i(;~-,..;( .~'!.J ~·- 1 ·." ·-::·f ·-,·~ 
• .. .. , • ,) .. . .._ ..... ~ • l"j .... • .-~ ... 

;' ~. 

• Sections 36S ~ 070-6(9) and 408.260_: 5-(°6")-: -(: o is(;fost.i~e'. ot principal bala.:ice. 
This disclosure is preempted .in· those -trans cict i:ons" i:n_ which the· amount of 
the. principal balance -:iS ' th•e .same as .. the· .f~de'i: al a~unt financed, since . in 
such transadit ions the ·state i~-w. reqCiires· :t ne'::use .. of '.~';'t~·:rm different from 
the fede r al t erm to represe~t the· sanie '~mount ~ -f:·.--· .. ·; ·: ~ .· ) · · · 

-. - . :... ~· .. : :'·. - ·' ' . .. ·-. . . . -
• Sections 365'.070-6(10) -and !4 08-.260..,5(7) ~ Disclosures o"f time price 
differen.t i~d~ ·~nd . time char ge,,1'. respec'tive1.y ;. · '.i. 'J'he's.~ .ate pt"eempted: in transactions 
where tfie - amolfift...--YStn~s' ~ttn!· fettera±---if.1:-n-anee• ·c har ge-; s-i-nc~i.n <such-
tr~actio~s ' the st·ate.-' law re·qu1 r-~·s '"'th~ ·use vof a'·· term d-i fferen.t froin the 

federal law ' •to "represel'ft :.che- same amount . ; .,· .. ··' • ·. ,'. .. 'L 

• se~tion~ 3 6~ •. 070-2· ;n~:;· 4o~f~ 26 01:2 . _; • iise~_o!,~~th~ : ·~~im's _ .. , t i.me : pr ice :dff_ferential" 
and "time . ctia~"ge n ~ i ri ··C:er t ciiri 1hot foes': t q,; tbe:·tiuyer . .. ' · rn' .:t hb s¥ '--hansact.ions .. 
in which the state. _di_sclo~~re of. the d,pie _. p r.,ic~ .differential or time -charge 
is preempted , · the use of t'he ~~rm~ · in ,t he. Fed' I:! ;nbt-ice -;also ·· is preempted, 
but the : !1()tice itseif isn't pr~empted. · ,,;_; · 

• Sections .-365.070-6 t ll) and 40S.260 ..:: scsp : .:.. ' 1H'sclosa.r ~,--of time balance. 
The time balance 'disclosure ·is ·:pr¢'empted .in those transactions in which 
the amount is the same as · the aniqunt of '' the {:.'J e.deral total of payments. 

• Sections 3'65.070-6(12) · a~d - 408.260-5 (,9) :~ ~Disc-lo~i.rre of time sale pric~. 
This· disclosure is preempted in those .. 'tran-sactions'._ in which the . amount is 

~ • • . • ·.. . • • ... • . - • ... ,lo.. . ..l -

the same as the federa~ ~ totq;i.· sa l,e _ prfo~ .1; ; s~n~e. · t be -. state .. law requires use -
of a different ~~rm_ frgll\ . the .~ ~eg~~al , , ],~w-, ,t,Q;- r~pre:;sent . the :-s~me amount; 

. . I' ,., , ' . 

·-~ . ~ ; .. 
-.. 

~·. . .:. . ' •. :. ! .. 

_, ".~ 

.. ~ .l,, ~ . 

.· . ~ ... . , r .~., 

.":,~ -~ ·- G; . J ~ :· !'.<"' . . -~, 
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FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL 

~-"· -ASC deposits Reach $55. 3 Billion in Third Quarter 

All Savers Certificate deposits in the nation's depository institutions 
.as of Sept. 30, i982 reached $55.3 billion, acc6rding to the exam council's 
.latest report on ASC deposits. The September figures is up from $52.9 
billion the exain council reported as of June JO, 1982. 

'· ,; 

As in p(evious qu~rters, federaily insured savings and loan associations 
held the ·in;st AS_C_ deposits, foilowed by national banks. Here is the 
breakdown, with · the figures in ·billions of dollar·s:: . 

National .Banks 
State Memb~r Banks 
Federally lnsured ~orimember Banks 
Federally insur~d Mu~ual Sa~ings Banks 
Federally insure~ Savings and Loans 
Federally ·rns·u:red "Credi t unions 

se12t. 30, 1982 

.. $13.0 
2.8 
7.8 
5.9 

22.9 
2.9t 

· June 30, 1982 

$12.2 
2.7 
7.5 
5.7 

21. 9 
2.9 

TOTAL ' $55.3 $52.9 

tAmount at Jµn-e :.30, 1982. Federally i-nsured . credit unions report only 
for June 30 and Dec. 31. 

SIDELIGHTS' '. 
~ .. ,,, ; 

1 ' 

* * * ·Pre.sid_ent ... Reagan :is backing a · new savings accdunt ·aimed at encouraging 
parents to set a?ide ~f.unds for their' children's education. In his Jan. 
25 State . of the union speech, Reagan s-aid establishing "Education Savings 
Acco~~ts" will . be a major ~aucation goal this .year. Such accounts, he 
said~ "will give middle- and lower-income families an incentive to save . 
for their children's coilege eaucation, and, a~ the s~me time, encourage 
a real Savin.gs fO~ eCOn-OIDiC growth.,, .. Oetaiis · are expected in . the administration 1 S 
proposed fis;cai '1984 budget, which is sla.ted for. release today. 

* * * The Vice President's t;ask- -gr~uE on · regulating · financial services 
pla-ns to see!< public comment on restt'ucturing the federal financial regulatory 
agencies. The request fo·r comn\ent will b-e· published in the Feder~! Register 
in about a wee~. . 

* ·• · * "Super NOW" accounts att;rc~cted ' about $8 .• 3 . billion in dep9sits~during 
their first wee~ on .the market, according to preli~inary Federal Reserve 
Board figures·. Bu~ _the ceiling-f-ree checking accounts' debut failed-..,.eo-,.,-~------
outshine that of Money Market Deposit Accounts, which the Fed said took 
in . abo_u,t _$59., bi:Uion one week after their Dec. 14 introduction. Meanwhile, 
the Fed -r.ep.orts MMD~ . deposits eontinued to 'climb, reaching about $147 
billion as of Jan. 12. Also·, revised :Fed figures show ·MMDAs did better 

• _.. J 

than first reported for the week ended Jari. 5. Initially pegged at about 
$lll billion, - the Fed now reports MMDAs · drew $ll8 billion. 

* * * Allowlng bank holding· company subsidiaries to s12onsor mutual funds 
aod underwrite revenue~onds i~ a Reagan admiriistration priority for 

I . ·~· 

1983, said :Beryl Spr inke~, . the .T.reas~iy Department's under secretary for 
mone.t.ary. affairs .. _ Speaking .to the: National Association of Federal Credit 
Unions last week, SprJrikel said i_solating securities· powers' within a 
separate . subsidiary "satisfies. the compone-rlts1-of competitive equity" 
while "im;ulating banks from the higher· risks· involved." The administration 
had tried, without success, to get such a plan inserted in Sen. Jake 
Garn's (R-UT) financial services reform package. However, Garn is expected 
to hold fresh hearings this year on securities powers for banks. 

Banking Regulator Is now available electronically via NEWSNET. For more information contact 
Reoorts, Inc. 800-441-7098, in Wiimington, DE 302-656-2209 or call NEWSNET 800-345-1301, in Pennsylvania 215-527-8030. 
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THE S E C RETARY O F THE T RE A S U R Y 

W A SH I NGTO N 2 0 22 0 

January 19, 1983 

MEMORANDUM FOR THE HONORABLE CRAIG L. FULLER 
ASSISTANT TO THE PRESIDENT 
FOR CABINET AFFAIRS 

SUBJECT: Chrysler Request for Airplane 

Attached you will find a copy of the letter 
I sent earlier this week to Lee Iacocca regarding 
an airplane. As you know the Loan Guarantee Board 
must approve this action. 

Please be advised that Mr. Iacocca will get a 
fair consideration of his wishes. 

Aft1 1 
Donald T. Regan 

Attachment 



·-

THE SECRETARY OF THE TREASURY 

WASHINGTON 

January 17, 1983 

Dear Lee: 

Thank you for your letter regarding Chrysler's proposals to 
redu~e the guarantee fee and to acquire an aircraft. 

My staff is preparing a recommendation for the Loan Guar
antee Board to approve changes to the Agreement to Guarantee that 
will permit Chrysler to acquire corporate aircraft. We antici
pate that Board action will be completed by early February. 

As I indicated to you in my letter of May 26, 1982, the 
Board will review the risk portion of the guarantee fee after 
Chrysler has achieved "two consecutive quarters of siqni;icapt ~ 
operating profits." The Board has not changed its position. , 
While Chrysler's progress in many areas has been laudable, 
market conditions have not been such that a return to consistent 
earnings has been attainable. The result is that Chrysler 
has not yet met the Board's operating profit criteria. We would 
all hope that the long-awaited recovery in automobile sales 
materializes in 1983, and that Chrysler benefits with sustained 
profits which the Board would then take into consideration 
in evaluating a change in the fee. 

With best wishes. 

Mr. L e A. Iacocca 
Chairm n of the Board 
Chrysl r Corporation 
Detroi , Michigan 48288 

Sincerely, 

Donald T. Regan 
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CHRYSLER 
CORPORATION 

L£E A. IACOCCA 

CHAIRMAN Of THE llOARD 

CHIEF EXECUTIVE OFFICER 

'lbe Hoix:>rable Donald T. Regan 
Secretary of the Treasury 
Washington, D.C. 20500 

Dear D:Jn: 

Deoenber 15, 1982 

After several nonths of difficult ne<}:>tiatians, we have finally cxmcl.u1ed 
a fair and i:easanable agresnent with our U .s. and canadian unions. I 
l«>llld have prefen:ed a twcryear agreement, bit the union demands for 
a secxni year were so high I decided to settle for a thirteen-nonth 
contract. 

As discussed with you, an maybe too many oo=asians, the present procedure 
for the use of aircraft by our tq> managanent people has been especially 
burdensace. Therefore, I would like to ask your CXlnSideratioo in 
rescinding the current Aircraft Procedure Men'Drandun, dated April 1, 1981. 
Cbviously, we will continue to awly prment business jtrlgrrent .in the 
use of any aircraft. I lx:ipe you and the rest of the Board will .txlnor 
this request, and I will wait to hear fran you directly. 

I would be nost awreciative if you would also take a look at our request 
for a fee reduction which we sul:mi.tted oo No\7e!lber 9, 1982. 'lhis extra 
half percent is still costing us $500,000 a DDnth. 

~----· 

I appreciate your personal .involvement in these matters and lx:ipe to hear 
fran you soon. 

Happy Holidays to you and your family. 

S.inoerely, 

· ·· -~ · --"" ·- ... . _.... 

DETROIT, MICHIGAN 48288 


