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, ‘S\é EXECUT|VE OFFICE OF THE PRESIDENT
57,78 OFFICE OF MANAGEMENT AND BUDGET

DATE: 5/9/83

TO: James Baker

Lawrence A. Kudlow

FROM: ASSOCIATE DIRECTOR
FOR ECONOMICS AND PLANNING

For your information and review.



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

May 6, 1983

MEMORANDUM FOR:  David A. Stockman

FROM: Lawrence A. Kudlow M

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

0 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.

o0 The balance sheet analysis of monetary policy continues to
provide the only reliable reading of the Fed.

Non-Borrowed
Source Base Reserves

1/8/82 - 6/30/82 -0.7
6/30/82 - 12/8/82 8.5 17.
12/8/82 - 4/13/83 -0.4

—_ -
H N O

0 The policy turnaround from restraint to stimulus in mid-1982 is
the dominant factor in the money growth surge from August to
March,



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.

Deposit shifts into money market deposit accounts caused a
large increase in the money multiplier (M1l = Base x multiplier;
Ml = nonborrowed reserve base x multiplier), causing some
overstatement of money growth in Q1/83.

A large positive seasonal adjustment factor also caused some
overstatement of M1 growth during Q1/83.

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 M.

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 will
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) VYear-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.



Bottom Yine:

Monetary policy has become less accommodative, and
properly so, with no adverse impact on either the
economy or the credit markets. But policy is stil}
basically easy, and will continue so for quite a
while,

2) Financial Markets

0

Long term bond prices have rallied substantially in recent
weeks, and the 10 3/3's of 2007 are trading at a premium above
par, yielding about 10.25%. This is a new low in yield,
representing a breakthrough fron the previous low of 10.45%
last November,

Gold prices have been stable at around $430 per ounce.

Od1lar exchange rate remains strong at 121.5, near the high of
the past 2 years,

The Dow-Jones closed at 1233, showing that the widely expacted

"technical” correction has not occurred -- the fundamentals are
too good.

As is illustrated by the following three charts, total credit
denand is well below the average of 6 post-war recessions
(excluding 1950) at comparable stages. Federal credit demand
is above average, but private credit demand is far below
average. Deficits are not a concern until private credit
dz7ands revive. This is the reliquification phase of the
business cycle, and there are ample savings to finance the
deficits. Right now, th> 73-ks%s don't give a hoot about
deficits,
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A proxy for private credit demand, comprised of C&[ l1oans and
non-financial commercial paper, shows that during the
January-April period, private credit demand was essentially
flat.



3)

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
profit levels are rising fast, so much of the business
expansion will be funded through retained earnings.

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 rising profits are positive
factors for interest rates.

2) With stable gold and lower long-term rates, inflation
expectations are not reviving -- maybe even some further
reduction with 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) A1l 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).

Business Conditions

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

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

A 1ist of 29 leading and coincident indicators show:
-- 14 are above average compared to past cycles.

-- 15 are below average.



0

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.

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.

Big real GNP quarters for Q2 and Q3.

Assuming no monetary shocks, the second year of recovery
should run in 5-6% range, above the 3.3% average.
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

May 6, 1983

MEMORANDUM FOR: Lawrence A. Kudlow

FROM: Ahmad Al-Samarrie
Mark A. %ssermanﬂﬂ/”/
SUBJECT: Labor Market in April

1) The labor market continued to improve in Apri1.

0

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.

Factory hours and factory 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
profits.

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 years.

o The overall civilian 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 April's jobless rate reflects large
increases in both the civilian labor force (300,000) and
~civilian employment (350,000).

2) Further employment gains are suggested by recent data.

o New factory orders, a leading indicator of production, averaged
$159.6 billion in Q1/83, 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 Factory Orders

Trough Level T+ 1 Level % Change
Trough Quarter ($ billions) ($ billions) (annual rate)

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
Q1/75 80.6 82.6 10.6
Q3/80 155.9 164.0 22.5
Average 21.1
Q4/82 152.1 159.6 21.1

o The April report of the National Association 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%
indicates an expanding economy. 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.




EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

May 6, 1983

MEMORANDUM FOR: David A. Stockman

FROM: Lawrence A. Kudlow m(/

SUBJELT: Underestimation of Economic Strength in Q1/83

o Nominal GNP is estimated to have increased at an annual rate of
9.1% in Q1/83, 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 particular manner in which net exports are estimated, there is
some reason to believe that the economy in Q1/83 is stronger than
what is suggested by the real GNP data, while inflation for people
in the U, S. is Tlower,

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
exports.

-~ 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 most of the 1970's because of
the sharp rises in oil prices, the import deflator reduces
the level of imports more 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 0il prices.




‘0 One way to reflect changes in the terms of trade on command 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 Survey of Current Business, advocates using
the import price deflator 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 Q1/83 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 Q1/83 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 Q1/75, when the terms of
trade were deteriorating, command over resources declined by
5.9%, fully 1.0 percentage points more than the 4.9% decline
in real GNP.

o There was a large $7.5 billion decline in real CCC inventories in
Q1/83 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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PERCENT 0,5 1.0 0.0 1.0 0.4 1.1 (AP 1.0 0.3l 0.5 0.0 0.4 NA
AFEAL P.C.F., HIL. ¢, A.R, 957.4 960,.% 951.1 954,1 9%54.4 94n_, 4 9640,0 959,3 971.4 972.6 971.8 NA NA
PERCENT n,1 0.7 -1.0 0.1 n.o 0.6 -0.) 1.0 0.2 0.1 -0.1! NA NA
HOUSING SECTOR .
NINULING STARTS, THOU, UNTTS, AR, 911.0 1029.0 910.0 11RS.0¢ 1045,0 1134.0 1142,0 1351,0 1280.0 1494.0 1775.0 14611.0 NA
HOUSING PERMITS, THOU, UNITS, ALl a79.0 944,00 9728.0 1062,0 RARG.0 1001,0 1172,0 1192,0 1305.0 1470,0 1491,.0 1414.0 NA
NEW H0OMES SALES, THOU, UNITH, ALK, I42.0 Ins.0  349,.0 364,0 3IN9.0 473,00 AAL.0 545,0 529,0 10,0 S587.0,:577.0 NA
AUSINESS SECTOR
MFf. ORDERS, DUR, GoODS, BIL. # 16,0 EATN 74,0 7M,A 7v.0 7.1 9,6 70.6 76.6 80.9 .t Bo,.8 NA
PERCENT =2.1 -0, -1.5 2.5 -4.5 0,4 ~5,0 1.4 5.9 5.7 -1.5 1.5 NA
NOSMDEF, CAP, GOUN:s ONDRRYG, BIL, ° 2.5 m, 12,0 20, 19.9 20,1 20,2 20,2 20,2 20,5 1a.n 20,3 NA
PERCENT : 2.0 =yl =%.2 H.4A =7.n 7.1 -N.4 0.0 =-n.1 1.5 -4, 1 0.7 NA
MANUFACTURING AND TRADE:
[NVENTORY CNANGE, RTL, S, A0, 1.4 =64, YA, A 2, 1," 0,6 =120 A% & <74,7 =591 Ne? 1A NA
TAVENFORY ZSALTS AT 1,51 1,2 1.0 1.50 1.5 1.491 LA 1.51 LI 1.4¢ 1. nn NA NA



THE WHITE HOUSE

WA =Nl T DN

April 29, 1983

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 west portion of Harris
County.

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 firancial 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.

cc: James A. Baker III



ucC-1
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HOUSTON RAPID RAIL SYSTEM

BACKGROUND: 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, the Metro Board of Directors approved
the METRO-stage one, Regional Rail system. Houston's City
Council has endorsed the rail project with a subway along Main
Street in the downtown.

FUNDING: 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 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%.
NEW STARTS The legislative history of the gas tax lTegislation indicates
ISSUE: 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 hav?/y
confirmed recently that cost effective new rail starts are
eligible for funding with the gas tax receipts.

CURRENT The Department has received Houston's application for funding.

STATUS: We will he 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.



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 "earmark"
funds for the Houston project.
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MEMORANDUM FOR THE PRESIDENT

FROM:

CRAIG L. FULLER@Q

SUBJECT: Houston Rapid Rail System

The Department or fransportation has just this morning
provided us with the attached status report on the Houstcn
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

ccC:

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.

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 communityv support this project has received.

However, no cormitment 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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HOUSTON RAPID RAIL SYSTEM

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, th: Metio Board of Directors approved
the METRO-stage one, Renrignal Raii 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 75% 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 shdre 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.



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 "earmark"
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
JIM BAKER
ED HARPER
DICK DARMAN
CRAIG FULLER
KEN DUBERSTEIN

SUBJECT: 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 otf:

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 in the budget
resolution eguation,

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

Percent Increase From

FY1984 Enacted President’s
Recommendation Amount “I1983 84 Budget
(b1TTIons) -
Overall Funding Recommendation for
Major Programs Within Education
and Labor Jurisdiction:
O President's Budget...... $26.5 -9% -
0 Committee GOP...cececeeen 35.3 +21% +33%
o House Budget Resolution. 41.2 +42% +56%
6 Committee DemocratS..... 49.5 +70% +87%
Funding for Employment/Training
and PubllctJdbs:
0 President's Budget...... $5.0 +1% ———
‘ 0 Committee GOPeceosscsase 11.0 +121% +118%
5 o House Budget Resolution. 14.5 +192% +188%
0 Committee Democrats..... 20.4 +311% +305%
Funding for Education Program:
O President's Budget...... $11.6 ~-13% -——
0 Committee GOP.seeecesnoss 13.2 -1% +14%
i o House Budget Resolution. 14.5 +9% +25%
0 Committee Democrats..... 15.7 +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.

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.

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

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
commlttee leadershilp.

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 iIn 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 . Repub.
Appropri- Reagan Committee First Ed & Labor
ation Budget Recom- Budget Recom-
Estimate Request mendation* Resolution* mendation*
(in millions of dollars)
Elementary, Secondary and
Vocational Education
P 1) Title Toeieeieeeeeencncenceannconces .o 3168 3014 4138 3823 3172
2) Education Block Grant/Spec1a1
programs....... Cesetecnescssceanns cose 535 479 908 606 510
3) Science and math...vviveivenneenecnnss 50 300 295 250
4) Bilingual education.....oeveeevenncees 138 94 212 140 100
5) Impact aid.e..eeeeenrenereneceennnenens 480 465 930 505 475
6) Education for the hand1capped ......... 1,110 1,110 1,226 1,226 1,110
7) Vocational education...c.eeeeeeeeeeese . 729 500 918 937 728 -
8) Adult education....e.ceeeeeecensoncnns 95 *k 141 *kk 95
9) Indian education............ Ceeesens .. 332 240 414 375 330
10) Subtotal, elementary and
vocational education......... ceasecans 6,587 5,952 9,187 7,907 6,770
Higher Education
11) Pell grantsS..cceeeeereececececnanes coe 2,419 2,714 3,009 3,009 2,879
12) Supplemental opportunity grants....... 355 0 370 370 355
13) Work-study....eceeveeenn.. cececseseeas 540 850 550 550 565
14) Direct 10aANS.eecveeeereencennss teeneses 194 4 202 202 194
15) State incentive grants.. ceretenenn 60 0 76 76 60
163 6 PR . 3,100 2,048 2,349 2,349 2,349
17) Subtotal, Higher Education............ \ 5.616 6,556 6,556 6,402
lother Education-Related
18) National Institute of Education....... 56 48 60 56 48
19) Libraries..ieeeeeeseeeeeanoesssocesans 80 0 88 81 82
20) Arts and Human1t1es .................. 274 237 326 294 281
21) Subtotal, Other education- related..... 110 285 a7x 43T 11T




Fy 1984

FY 1983 FY 1984 FY 1984 FY 1984 Repub.
Appropri- Reagan Committee First Ed & Labor
ation Budget Recom- Budget Recom-

Estimate Request mendation* Resolution* mendation*

Employment and Training/Jobs
22) Employment and training assistance.... 3,789%**x 3 643*%**k 5740 5,014 4,450

23) (Forward funding)...ccee.. creesssennes N/A 725 4,304 3,911 3,337
24) Emergency Jobs Program.....eccceesoces 0 0 8,950 4,050 2,000
25) Community Service Employment for
: Older AmericanS...cceeecess cecessenscns 282 0 326 296 282
26) WIN. . euieveouenononnncannns teseaane ves 271 0 365 285 270
27) American Conservat1on CorpSeeacess ceos 0 0 . 300
28) Labor ServiCeS..ceeseseececeosncnescns 630 675 734 675 656
29) Subtotal, Emp]oyment and

Training/Jobs........ ...... cesrsscanss 4,972 5,043 20,419 14,531 10,995

Social Services

30) Black lTung benefitS..eeeeeeeeeeceeenes 1,093 1,027 1,088 1,088 1,027
31) Rehabilitation..ceeeeeeeeencness cesoens 1,037 1,037 1,154 1,152 1,036
32) Head Start...eeeeeeceeccecrocecncsnces 912 1,051 1,058 1,050 947
33) AQiNGececeecesorennccsonscascnns cesens 672 998 818 707 686
34) Community Serv1ces Block Grant........ 360 3 638 398 360
35; ACETON . et eeeererroreoneensnanonns ceces 129 110 162 136 108
36) Low-income energy assistance.......... 1,975 1,300 2,178 2,250 1,975
37) Subtotal, Socia? ServViceS.eeercacnens . 6,178 5,526 7,096 6,781 6,139

Nutrition Assistance .

38) Special milk....... fertsestensasennans 20 12 130 12 12
39) Child nutrition...ceececeee. cecscenann 3,178 2,932 4,440 3,630 3,430
B0) WIC.ue.uiveeeueoueoenoonoseacnonoanonons 1,093 1,093 1,148 1,400 1,148
41) Subtotal, Nutrition Ass1stance ..... cee 4,291 4,037 5,718 5,042 4,590
§42) Totaleeevereenoeccesscosccnnas cesssene 29,106 26,459 49,450 41,248 35,307

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

**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







THE WHITE HOUSE

WASHINGTON

March 22, 1983

MEMORANDUM FOR ED MEESE
vJAMES BAKER
RICHARD DARMAN
FRED FIELDING
HELENE VON DAMM

FROM: CRAIG L. FULLER

SUBJECT: 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.






EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

March 14, 1983

MEMORANDUM
TO: Jim Baker
Ed Meese
Ken Duberstein
Dick Darman
Craig Fuller
FROM: Dave Stockman 98
RE: Legislative Strategy Group/Budget Resolution

o 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.

0 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.

0 $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 jon would be gggggfa;hg;gd into the rogram.
The recommendations will also be required t§ address the need
to shore up the solvency of the current retiremept system to
protéct all current federal employees and retirees without -
reducing their benefits. Adoption of these two measures will

provide us time to establish a good yet affordable retirement
program for all federal employees. - : :

[ S—

N R

We also want to take this opportunity to express our views V\
on other proposals affecting federal employee;Eenefits. We will

oppase _2all propgsals which have the effect ducing civil
service retirement bepefits qEZ;icreasing emp ofee contributions
f25_22§£%g;_gmnlgxges and retlTees except for a delay in the -
cost-of-living adjustment which is comparaEIe to the delay pro-

pose or the social security benefit il the task force makes
its recommendations. Finally, we wi sist o i se in
fedexral ciyili ies if a pay i ease is authori r the

ml 1tar2 .
e

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

With best wishes,

//j Cordially,
- FE

<y )
TED S?EVENS RL McC. MATHIAS, JR.

N\




THE WHITE HOUSE

<§( //' WASHINGTON
AN
kj\ih 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
JAMES BAKER

FROM: 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. 1In
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!






THE SECRETARY OF THE TREASURY

WASHINGTON

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 significant operating
profit 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
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" Chrysler Corporation Loan Guarantee Board

c/o Department of the Treasury
Washington, D.C. 20220

Members Established by PL 96-185

secreiary of the Traasury, Chalrman
Comptrolier General of the Unhed Statss
Chairman of the Board of Governors

of the Federal Ressrve Systsm

: May 26, 1982
Ex Officio Members

Secrstary of Labor
Secretary of Transportation

Dear Lee: ‘ .

Thank you for your letter following 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 such fee be less
than one half of 1 per centur 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
is 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
wvas a bargain for Chrysler when first imposed and likely remains
so today.

The collateral securing the loans reduces the risk of this
guarantee but by no means eliminates it. Estimates of the cacsh
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 sales proceeds vere received by the government.

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



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.

It is difficult to assess whether the risk in guaranteeing
loans to Chrysler has significantly diminished since the guarantee
fee vas inposed. While Chrysler has performed well under trying
circumstances and has made progress in many areas, the company
has not yet generated operating profits consistently. You have
demonstrated resourcefulness in augmenting your cash balances,
but this has been accomplished largely through special actions
that, in fact, may reduce your flexibility to meet possible future
cash shortfalls. In many 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 has diminished to the point that
a reduction in the fee may be appropriate would be a record of
operating profits. As I said in our recent meeting, we will be
Pleased to review the risk portion of the guarantee fee when
Chrysler has achieved two consecutive quarters of significant
operating profits. (This approach has 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 such a review.)

The Act's specific direction that all fee monies be deposited
into the miscellaneous receipts of the Treasury precludes the use
- of the guarantee fees 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 established the basis for such operations in the Air-
craft Procedures Memorandum. Under these procedures, the company
may lease and operate one Cessna Citation II jet (or eguivalent)
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 such charter. 1 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 .
seestablishing its long-term viability and its place as a strong
and innovative competitor in the U.S. auto and truck markets.
The Board desires to give Chrysler the maximum flexibility to



proceed with its rebuilding, and we share your goal of a profit-
»ble company, able to repay the outstanding guaranteed loans as
soon -as possible, thereby freeing Chrysler from oversight by the
Board. However, as long as guaranteed loans remain outstanding,
s pust continue to administer the Act responsibly within the
requirements and spirit of the law.

Sincerely,

O

Donald T. Regan
Chairman

Mr. I.ee A. lacocca
Chairman of the Board
Chrysler Corporation
Netroit, Michigan 48288



THE WHITE HOUSE -~

WA LN G T O

February 28, 1982

MEMORANDUM FOR THE SECRETARY OF THE TREASURY
(d
FROM: CRAIG L. FULLER QL§

SUBJECT: Chrysler Corporation

We have received that attached copy of Chrysler Corporation's

Statement to Shareholders which was released on Februaryv 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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_ Mews Relstions Oidlce, P.O. Box 1919 FOR IMMEDIATE RELEASE
Detroit, Michigan 48288, (area code 313) 956-2894 THURSDAY, FEBRUARY 24, 1983

Statoment to Shareholders Reporting Chrysler Corporation's
Results for the Calendar Year 1982
and for the Fourth Quarter of 1982

SUMMARY OF RESULTS

Chrysler Corporation and its consolidated subsidjaries reported a net profit in 1932 of
$170.1 million ($1.84 per common share) including the gain of $239 million fram 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 common share).

In 1982, the Corporation and its consolidated subsidiaries had worldwide sales of
$10.04 billion, compared to worldwide sales of $9.97 tillion in 1981.

Worldwide vehicle factory sales totaled 1,181,726 units in 1982 compared to sales of
l 283,013 unius in 1981.

FOURTH QUARTER RCSGLTJ

In the fourth quarter of 1982, Chrysler incurred a net loss of $96.1 million ($1.3
per common share) on warldwxde salas of $2.21 billion. In the fourth quarter of 1%
the Corporation incurred a net loss of $66.9 million {$1.01 per cammion share} on we
wide sales of $2,53 billion.

4th Quarter Calendar Year
1982 1981 1982 1981
CHRYSLER U.S. RETAIL UNIT SALES
Car Sales 200,253 173,998 793,930 840,813
Car Market Share 9.9% 9.9% 10.02 9.9%
Truck Seley §5.367 4?2 . RQ7 » 745 _945 186.6_21
Truck Market Share 8.8% 8.8% 8.5% 8.2%
CHRYSLER CANADIAN RETATIL UNIT SALES
Car Sales 27,739 27,585 110,129 116,089
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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R ' : February 24, 1983

To Our'Shareholdersf

. Chrysler Corporation reported 2 net profit of $170.1 million (51.84 a
common share) in 1982, which includes a yain of $239 million in the first
quarter from the sale of Chrysler Defense, Inc. This net profit compares
to a loss of $475.6 million in 1981. For the fourth quarter of 1982,
Chrysler lost $S6.1 miifion (31.30 a comnan snare)}, which compares to a
Toss of $66.9 million in the same quarter last year.

Chrysler's overall impressive showing in 1982 was marred by a strike
at Chrysler Canada in the fourlh quarter. Without this disruptive event,
Chrysler would have reported an operating profit for the fourth quarter as
well as for the year.

As it was, 1982 still stands out as a pivotal year 1in Chrysler's
resurgence. Despite having tc contend with the lowest industry sales in 21
years, the company compiled scveral significant achievements during the
-year. . .

. Chrysler recorded its first third-quarter profit in five years in
1932; and, . aided by the sale of Chrysler Defense in the first quarter, the
company was able to put together three consecutive profitable quarters --
again for the first time in five years.

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

In a more recent financial development, the Board of Directors on
February 3 approved a major recapitalization nlan designed to further
strengthen. Chrysler's financial standing and help pave ‘the way for the
eventual payment of Chrysler's federallv quaranteed loans. 1If approved,
the plan will constitute one more major milestone in Chrysler's comeback.
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The vear 1982 was also significant for Chrysler in terms of the con-
tinued success of its products. For the second vear in a row, Chrysler
captured a larger share of the U.S. passenger-car market. The company
took 10 percent of the market in 1982, up from 9.9 percent in 1981. 1In
Canada, Chrysler captured 15.4 percent of the car market (up from 12.9 par-
cent in 1981), thereby out-selling Fard Motor Company for seven months in
1982. Chrysler's truck sales 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 percent of the 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
program, Chrysler introduced several new high-quality, fuel-efficient pro-
ducts in the past year -- all backed by our unmatched five-year,
50,000-mile warranty, the industry's stronqest and most affirmative state-
ment aboul product qua11ty and value.

Last fall, the company unveiled its fourth line of front-wheel-drive
cars, the Chrys1er E Class, Dodge 600, and Dodge 600 ES family-size sedans.
In Ja“"=fv 1983, Chrysler 1nfr0duced 1ts new flag-ship model, the all-new,
1uxur1ous, front-whepl drive Chrysler New Yorker. Chrysler w111 further
strengthen its line-up this spring with a "woody" convertible wversion 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 specialty cars, a spacious Executive Sedan and
the seven-passenger Txecutive Limousinc.

In 1983 alone, Chrysler plans to spend $1.5 billion on new products,
It will be one of our biggest product ysars ever, culminating with the
introduction this fall of two exciting front-wheel-drive, turbo-charged
sports cars, the 1934 Chryslier Laser and Dodye Daytona and our revolu-
tionary new high-mileage, seven-passenger “"T-wagons", the Plymauth Voyager
and Dodge Caravan. ..

With the addition of thecse 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 steadi 1y improving market in 1983. We are already heartened
by several positive signs pointing to a recovery in auto sales this year,
including the reduced level of inflation, the rccent jump in housing starts,
and most important, the gradual lowering of interest rates. However, we
must point out that while the short-term outlook is improving, there remain
several unaddressed problems that cloud the long-term future of both the
auto industry and the eccnomy as a whole,



Foremost ameng these problems are runaway federal budget deficits and
their corresponding disastrous impact on interest rates. Unless the
government's projected record deficits are brought under control, there can
never be long-range certainty in the economv about interest rates or their
stahility. Moreover, there can never be long-lasting security for the jobs
of American workers unless decisive action is taken to correct or offset
the unfair trade advartages 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 national issues that will produce long-
range henefits for America. We invite our sharchslders to jein us in the
public debate by speaking out and by contacting their elected officials in
Washington. |

With its performance in 1982, Chrysler has etched a blueprint for the
recovery of the economy as a whnle. We as a rampany are proud of our
accomplishments, just as we are proud of our hard-working people, our pro-
ducts, and our role as a leader in the American autnmotibla industry. With
21l that we have accomplished, we are now poised to take full advantage of
better times in the year ahead.

Lee A. Tacocca
Chairman, Chrysler Carporation



CHRYSLER CORPORATION AND CONSOLIDATED SUBSIDIARIES
CONSOLIDATED STATEMENT OF OPERATIGNS

Het sales

Equity in net loss of
unconsolidated subsidiaries

Other income (MNotes 6 and 9)

Costs, other than items below

Depraciation of plant and equipment (Notes 1 and 9)

(In millions of dollars)

Amortization of special tools {Notes 1 and 9)

Selling and administrative expenses

Pension plans (Mote 15)

Interast expense - net (Note 14)

1.0SS FROM CONTINUING OPERATIONS

BEFORE TAXES AND EXTRAORDINARY ITEM

Taxes on income (Note 16)

LOSS FROM CONTINUING OPERATIONS
Discontinued Operations (Note 3):
Earnings of Chrysler Defense, Inc.

Gain on sale of Chrysler Defense, Inc.
(Net of $66.9 million of taxes)

EARNINGS (LOSS) BEFORE EXTRACRDINARY ITEM

Extracrdinary item - effect of utilization
of tax loss carryforwards (Note 3)

NET EARNINGS (LOSS)

Per share data (Note 19):
Primary:

Loss from continuing operations

Earnings {1nss) before extraordinary item

et earnings (loss) per share of common stock

Average number of shares of common stock
used in primary computation (in thousands)

See notes to financial statements.

Year Ended Decemier 31

1982 1581 192
$ 10,044.9 § 08,0716 § 2,500.1
{ 5.8) ( 56.0) ( 67.0)

10.1 60.1 -
10,049.2 9,975.7 g8,533.1
8,585.1 8,915.3 8,583.5
195.9 233.0 261.2
236.7 217.8 305.7
669.8 598.C 556.5
271.7 287.7 293.3
158.0 __26l.7 275.5
10,117.2 10,513.5 16,2757
( 68.0) ( 537.8) ( 1,742.6)
.S 17.3 29.0
( 68.9) ( 555.1) { 1,771.6)
- 79.5 61.9

172.1 - -
103.2 ( 475.6) ( 1,709.7)

66.9 - -
$ 170.1  $(_ 475.6) $(_1,709.7)
$( 1.28) $( 8.31) $(26.93)
$ .97 $( 7.18) $(26.00)
$ 1.84 $( 7.18) $(25.00]
76,700 70,300 65,871



CHRYSLER CORPORATION AND

CONSOLIDATED

(In millions

ASSETS
DECEMBER 31
1982 1881
CURRENT ASSETS:

Cash and time deposits $ 109.7 § 121.3
Marketable securitics - at lower of cost

or market (Note 6) 787.5 283.1
Accounts receivable (less allowance for

doubiful accounts: 1982-$27.2 million;

1981-%48.2 million) 247.9 429.7
Inventories (Note 7) _ 1,133.0 1,600.4
Prepaid insurance, taxes and other expenses 87.1 98.8
Income taxes allocable to the following year . 3.9 68.0

TOTAL CURRENT ASSETS 2.369.1 ,001.
INVESTMENTS AND OTHER ASSETS:
Restricted cash (Note 9) . 69.6 71.7
Investments in associated companies _ ,
outside the United States (Note 8) . 352.4 352.4
Investments in and advances to 20% to 50%
owned companies (Notes 1 and 8) - 35.2
Investments in and advances to unconsolidated :
subsidiaries (Notes 1 and 8) 886.0 671.7
Other noncurrent assets 112.7 80.8
3 TOTAL INVESTMENTS AND OTHER ASSETS 1,420.7 1,221.8
PROPERTY, PLANT AND EQUIPMENT (Note 9):
l.and, buildings, machinery and equipment 3,950.6 3,886.3
Less accumulated depreciation 2.255.2 2,237.5
1,695.4 1,649.3
Unamortized special tools 778.2 727.6
NET PROPERTY, PLANT AND EQUIPMENT . 2,473.7 2,445.9

TOTAL ASSETS (Note 6) $6,263.5  $6,270.0

See notes to financial statements.



CONSOLIDATED SUBSIDIARIES

BALANCE SHCET

of dollars)

LIABILITIES AND SHAREHOLDERS® INVESTMENT

CURRENT LIABILITIES:
Accounts payable
Short-term debt (Note 8)
Payments due within one year on long-term debt
Employee compensation and benefits
Taxes on income
Other taxes
Interest payable
Accrued expenses

TOTAL CURRENT LIABILITIES

OTHER LIABILITIES AND DRFERRED CREDITS:
Accrued employee benefits (Note 15)
Deferred taxes on income
Other noncurrent liabilities
TOTAL OTHER LIABILITIES AND DEFERRED CREDITS

LLONG-TERM DEBT (Note 6):
Notes and debentures payable
Convertible sinking fund dehentures
12% Subordinated debentures -
TOTAL LONG-TERM DEBT

OBLIGATIONS UNDER CAPITAL LEASES (Note 9)
COMMITMENTS (Note 10)

PREFERRED STOCK - No par value
Authorized 20,000,000 shares:
10,000,000 $2.75 cumulative shares issued
and outstanding (Redemption value of $250.0 million
Jess unamortized issue costs and value of warrants
to purchase common stock) (Note 11)
342,951 1981 Series shares issued and outstanding,
at redemption value (Notes 5 and 11)

COMMON STOCK - No par value
Authorized 170,000,000 shares; issued and out-
standing 79,475,287 shares at December 31, 1982 an
73,132,671 shares at December 31, 1981 (Notes 5, 12, and 13)

ADDITIONAL PAID-IN CAPITAL

DECEMBER 31

1587 1581
$ 897.8 $1,022.3
79.4 163.8
15.9 61.6
323.1 329.2
5.6 5.9
128.0 148.6
59.4 56.6
593.4 630.5
2.112.6 2.419.0
635.7 666.4
24..6 68.3
310.5 261.9
. T 996.6
2,009.7 1,909.1
60.0 72.0
78.0 78.0
2,147.7 2,055.1
41.3 15.5
223.5 221.9
1,097.4 1,097.4
501 .4 460.2
692.5 692.5
(1,523.7) (1,692.2
35.763.5 $5,270.0




CHRYSLER CORPORATION AND CONSOLIDATED SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL PQSITION

(In millions of dollars)

YEAR ENDED DECEMBER 31

1982 1981 1880
Funds provided by (used in) operations:
From continuing operations:
Net loss $( 68.9) 3$(555.1) $(1,771.
Depreciation and amortization 432 .6 450.8 566.
Contribution to employee stock ownership plan (Note 12) 40 6 40.6 -
Equity in net loss of unconsolidated subsidiaries 56 0 67 .
Other 19 2 i 47 .
Changes in working capital affecting operat1ons
Decrease in accounts receivable 83.6 46.5 134,
Decrease (increase) in inventories 332.2 315.6 ( 42.
Increase (decrease) in ‘accounts payable and accrued expenses 45.3 {514.0) 503.
Net 461.1_  (151.9) 505.
(Increase) decrease in noncurrent assets ( 21.9) 9.4 ( 31.
(Decrease) increase in noncurrent ljabilities 1_27 4} 372 4 33.
Funds provided by {(used in) continuing operations ( 587.
Discontinued operations (Note 3)
Net earnings from operations of Chrysler Defense, Inc. - 79.5 __6l.
Funds provided by (used in) operations 802.7 255.0 ( 525,
Funds provided by (used in) investment activities:
Increase in investments and advances (Note 8) ) : (184.9) ( 29.2) ( 38.
Sale of Chrysler Defense, Inc. (Note 3) 335.0 - -
Purchase of ABKQ Properties, Inc. (Note 4) ' ( 62.6) - -
Sale of property, plant and equipment 62 .3 119.8 120.
Dacrease (increase) in restricted cash 2.1 ( 21.8) ( s0.
Expenditures for property, plant and equipment - (146.8) (241.6) { 439.
Expenditures for special tools: (227.0) (214.1) ( 394.
atner 2.3} { 22.9) 6.
Funds used in investment activities 227 .2 i409.4) {796,
Funds provided by (used in) financing activities:
Net (payments) borrowings on short-term debt ( 24.4) 13.3 50.
Proceeds fraom long-term borrowing : 11.0 431.8 1,158,
Payments on long-term borrowing ( 69.9) (184.7) 64,
Proceeds from sale of common stock .6 1.1 1.
Funds provided by (used in) financing artivities . (82.77 261.5 1,148
Funds:
Increase (decrease) during year _ . 492.8 107.1 (177
Cash, time deposits and marketable securities
at beginning of year 404.4 297.3 474
Cash, time deposits and marketable securities
at end of year $ 897.2 $.404.4 5 __ 297

See notes to financial statements.



ChRYSLER CORPORATION ANU CUNSQULIDATED SUBSIDIAKLES

NOTES TO FINANCIAL STATEMENTS

Three Years Ended December 31, 1982

Note 1. Summary of Significant Accounting Policies

Principles of Consolidation

The consolidated financial statements include the accounts of Chrysler Corporaticn
("Chrysler") and majority-owned and controlled subsidiaries except those engagad
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 ta which some degree of manage-
ment control is exercised, are carried at acquisition cost pius changas in eqguity

;n net assets from date of acquisition. Other investments are carried at cost or
ess.

The accumulated deficit of Chrysler and consolidated subsidiaries includes net
accumulated earnings of Chrysler Financial Corporation ("CFC"), an unconsolidated
subsidiary, of $356.9 million at December 31, 1982 of which $353.1 million 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 $202.2 million
at December 31, 198l.

Depreciation and Tool Amortization

Property, plant and equipment are carried at cost less accumutated deprectation.
For assets placed in service beginning in 1980, deprecidliun is provided an a
straight-1ine basis. For assets placed in service prior to 1980, depreciation is
generally provided on an accelerated basis.

The weighted average service lives of assets 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 allocate the
cost to operations during the years in which the tools are used in the productive

process.,



NOTES TQ FINANCTAL STATEMENTS - CONTINUED

Mate 1. Summary of Significant 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 January 1, 1982 or the date such costs are established. Prior
to 1982, such past service costs were amortized from the date such costs were
establishad. 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 funded in 1980 but are being fundad over a future period ending September 15,
1984. Effective January 1, 1981, accrued costs are generally funded in the
following year,

Other Retirement Benefits

The cost ot continuing 1ife insSurance provided upoun retirement is accrued in a
manner similar to pension costs, but is not funded. Health insurance cost for
retirees is charged to income as premiums are paid.

Investment Tax Credits

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

Inventories

Inventories are stated at the lower of cost or market,-with cost determined
substantially on a first-in, first-out basis.

Product Warranty

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

Foreign Currency Translation

Foreign currency translation has been recorded in accordance with Statement
of Financial Accounting Standards No. 52. The effect of adopting Statement of
Financial Accounting Standard No, 52 is not material,



NOTES TQ FTNANCTAL STATFMENTS - CONTINUED

Note 2, 1982 Developments and Future Risks and Uncertainties

Chrysler's 1982 net earnings of $170.1 million includes a gain on sale of Chryslar
Defense Inc., of $239.0 million. The loss from continuing operations of $63.9 millia
is a $486.2 million improvement over the 1982 loss of $555.1 million. The operating
loss in 1982 includes the effect, estimated at $125 million, of a production
interruption resulting from a five week strike by employees in Chrysler's Canadian
plants, as well as lesses of approximately $55 million incurred by Chrysler's Mexican
operations, reflecting the adverse effects of the financial and economic crisis in
Mexico.

Despite the improvement over 1981, the 1982 cperating loss was below the profit pro-
jected in Chrysler's Operating Plan suhmitted to the Chryslier Corporation Loan
Guarantee Board (the "Guarantee Board") in December, 1981. The effect of depressed
industry sales, which were more than 20% below the levels anticipated in the
Operating Plan, was partially mitigated by an improvement in the mix of vehiclas
sold, increased operating efficiencies, further cost reductions, and lower nst
interest expense. :

In accordance with the Chrysler Corporation Loan Guarantee Act (“the Act"), the
Guarantee Board is required fo make periodic determinations as to Chrysier's present
and future viability and under certain circumstances if such determinations cannot be
made the Guarantee Board has the power to accelerate the maturity of outstanding
quaranteed loans. Chrysler has filed with the Guarantee Board Operating and
Financing Plans datcd December 7, 1982 ("the Plans"). Chrysler anticipates that the
Plans will be approved as filed after the normal review process has been completed.
The Plans project an improvement in the results from continuing operations in 1883
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 ahility to finance these expenditures. :

Chrysler's impraoved results from continuing operations, coupled with the sale of
Chrysler. Defense Inc., and stringent working capital management, have resultad in
significantly higher cash lavels 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 reeds
should Chrysler he unahle to achieve its operating objectives in 1983,

Chrysler's lonq term viability is predicated upon its abiljty to achieve sustained
levels of significant operating profits, which in turn requires that Chrysler succeac
in Jaunching and marketing new products. If Chrysler cannot finance its planned
spending programs and, as a result, reduces the scope of its new praducts, Chrysier
could be at a competitive disadvantage and its operating results could be adversely
affected. Chrysler's success will depend on a number of factors, including the stat
of the economy and consumer confidence, interest rates and the availability of con-
sumer financing, the degree of competition from generally larger foreign and domesti
manufacturers, cooperation of its labor force, fuel price levels, consumer prefer-
ences, the effects of government regulation and the strength of Chrysler's marketing
network.
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MOTES TO FINANCIAL STATEMENTS - CONTINUED

3. Sale of Chrysler Defense, Inc.

On March 16, 1982, Chrysler sald 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, 1992, resultced in a gain of $239.0

~million which has been reflected on the consolidated statement of operations net of

Note

$66.9 million of taxes. The results of operations for the years ended December 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 Tiability
through the utilization of tax loss carryforwards.

4. Purchase of ABKO Properties, Inc.

Note

On Qctober 22, 1982, Chrysler acquired from ABKG 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 the dealer facilities previocusly 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 ths
results of operations of ABKO Properties, Inc. (renamed Chrysler Realty
Corporation), 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, 1982 and 1981 are not material.

5. Subsequent Event - Reclassification of Preferred Stock

In January, 1983 Chrysler reached an 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 29,151,000 newly issued shares of Common Stock. The plan also
calls for Chrysler to offer newly issued Common Stock in exchange for 13,235,000
warrants held by some of the financial institutions that hold the 1981 Serias
Preferred Stock, at a rate of 1.7 warrants for each share of Common Stock. If that
of fer is accepted by all such warrant holders, the exchange would result in the
jssuance of an additional 7,815,294 newly issued shares of Common Stock 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 Common
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 2
price of not less than $12 per share, far at least 8,745,000 of the shares of Commen
Stock to be issued in exchange for the 1981 Series Preferred Stock, and to the
receipt by Chrysler, in exchange for newly issued Common Stock, of at least 0% of
the warrants held by the financial institutions.

Although the reclassification of the 1981 Series Preferred Stock will have no effect
on 1983 net earnings, there will be a dilutive effect on net earnings per share of
Cormon Stock due to the increase in the number of such shares outstanding.



NOTES TO FINANCIAL STATEMENTS - CONTINUED

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

The Agreemant to Guarantee dated May 15, 1980, as amended, between the United States
governmant. 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
quarantee to be issued after December 31, 1983. Chrysler is cobligated to pay a
quarantec fee equal to one percent of the outstanding principal of the guaranteed
indebtedness. The principal amount of quaranteed indebtedness outstanding as of
December 31, 1982, and 1681 was $1,200.0 million.

Substantially all of Chrysler's U.S. asscts are subject to the first lien of the
United States government, with the exception of certain facilities pledged to the
states of Michigan, Delaware, Indiana and I11inois to secure loans obtained frem
these states with respect to which the United States government has a second lien.
Chrysler has agreed to maintain a value of collataral available to the United States
equal to at least $2,400.0 million.

Covenants and other requirements contained in the Agreement to Guarantee include, in
addition to financial tests, obiaining consents of the Guarantee Board to certain
transactions in the ordinary course of Chrysler's business. Chrysler is not adle

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 believas
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 which Chrysler must place certain of it
marketable securities. Each month, Chrysler must deposit from its working funds int
the custody account any cash or cash equivalents equal to the amount by which the
sixty-day moving average of the working funds account balance exceeds $200.0 million
Withdrawals of marketable securities from this custody account by Chrysler are made
with the consent of the Guarantee Board. Marketable securities aggregating $5£3.3
million were held in this custody account at December 31, 1982,

Restructuring of Debt

On June 24, 1980, the date on which the United States government issued its first
loan quarantees 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 gquarantees 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 restruycturing resulted in a gain of
$21.7 million which was credited to 1981 operations.



NOTES TO FINANCIAL STATEMENTS - CONTINUED

Note 6. Government Loan Guarantees, Pledged Assets, and Restructuring of Debt - continuc

l.ong-term debt included in the financial statements, less payments due within one ye
is as follows: _

December 31
1952 1981
(In miTTions of dollars

Non-Convertible Long-Term Debt:
Chrysier. Corporation

Peugeot variable rate term loan due 1984 through 1986 $ 60.0 § -
8.875% sinking fund debentures due 1984 through 1995 80.5 87.0
8% sinking fund debentures due 1984 through 1998 200.0 200.0
7% dchentures due 1984 2.5 5.0
7% Deutsche Mark Bonds due 1984 6.0 14.3
14.90% United States Government Guaranteed Notes due 1990 400.0  4040.0
10.35% United States Government Guaranteed Notes due 1990 500.0 503.0
11.4% United States Government Guaranteed Notes due 1990 300.0 300.0
15.5% State of Michigan Notes due 1995 150.0 150.0
15.5% State of Delaware Note due 1994 5.0 5.0
15.5% State of Indiana Note due 1985 ' 32.0 32.0
15.75% State of !11linpis Note due 1988 18.5 18.5
A1l other 14.0 14.6
Total Chrysler Corporation 1,768.5 1,725.4
Chrysler Realty Corparation
6% to 17% mortgage loans due 1984 through 2019 45.1 -
Subsidiaries Outside the United States
12.5% Chrysler Canada Ltd. Notes due 1986 through 1991 194.0 179.9
Chrysler de Mexico S.A. 1.7 1.9
Other - .4 .9
Total Subsidiaries Qulside the United States 196.1 182,7
Total Non-Convertible Long-Term Debt 2,009.7 1,609.1

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

and convertible to 8% Cumulative Preferred Stock 78.0 78.0
Chrysler Overseas Capital Corporation

5% debentures due 1984 through 1988 and convertible to

Chrysier Ccmmon Stock at $62.00 per share 30.0 36.0

4-3/4% debentures due 1984 through 1988 and convertible

to Chrysler Comnon Stock at $73.50 per share 30.0 36.0
Total Convertible Long-Term Debt 138.0 150.0
Total Long-Term Debt | $ 2,147.7 § 2,059.1

The aggregate annual maturitias of consolidated long-term debt are as follows for
the years ending December 31 (in millions): 1984--393.7, 1985--3124.1, 1986--5102,
1987--%$112.2. ‘
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NOTES TO FINANCIAL STATEMENTS - CONTINUED

Mote 7. Inventories

Inventories are summarized by major classifications as follows:

December 31
1982 19381
(In millions of dollars)

Finished products, including service parts $ 482.5 §$§ 615.0
Raw materials, work in process and
finished production parts:

Automotive operaliouns 612.4 803.2
Chrysler Defense, Inc. - 467.8

Progress payments--defense contracts
Chrysler Defense, Inc. - { 332.6)
Supplies ' . 38.1 47.0
Total $ 1,133.0 $.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 serviceahle lives of products sold and are,

. therefore, not expected to be sold within one year, Adequate provision has been
made for obsolescence of service parts,
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NOTES TQ FINANCIAL STATEMENTS - CONTINUED

Note §. Investienly dtid Advances

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

December 31
1987 1931
(In"miTlions of dallars)

. Investments in Associated Companies Outside
the United States:

Peugeot S.A. $ 323.9 $ 323.9
Mitsubishi Motors Corporation 28.5 28.5

$ 352.4 $ 3524

|
|

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

Sigma Motor Corporation (Pty.) Ltd. $ _ - $ 3.2
Investments in and Advances to
Unconsolidated Subsidiaries:

Chrysler Financial Corporation and Subsidiaries $ 863.1 $ 648.4

Retail sales outlets ‘ 24.7 22.0

Other ( 1.8) 1.3
' o : $ 886.0 $ 71,7

Chrysler's investment in Peugeot S.A. ("Peugeot™) is valued at $323.% million,
representing the net assets of the Chrysler companies sold to Peugeot, less the
cash consideration received net of costs related to the Lramsaction. AL the time of
acquiring the shares, Chrysler obtained an independent valuation on a long-term
investment basis 1nd€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 executad.
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, Chryslier pledged as collateral the Peugeot shares it owns. The
Joan 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 8. Investments and Advances - continued

In February, 1983, the 1oan was converted into a non-recocurse terin 1ocan. Under ths
term loan agreement Chrysler is to make an initial payment of $40.0 m11lxo in
March, 1983 and add1t1ona1 payments of $20.0 million each in March, 1984, 1985, and

1986. At December 31, 1982 the payments due atter March, 1Y83 have been 1nr]u1°d in
the balance sheet as 10ng-term debt (See Note 6)., The Peuqeot shares held as collat-
eral will 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.

During the fourth quarter of 1982 Chrysler purchased $200.0 million of CFC commercial
paper having maturities of 1 to 35 days at market rates prevailing on the date of
purchase and increased this purchase to $250.0 million in January, 1983. At Dacember
31, 1982 the $200.0 million amount has been in¢luded 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

onotion_expirina on December 31. 1985 to ourchase 51% of CFC at a price equal to 51%
0T TNE Snarenoiaér's i1nvéstihent or a Tair vaiue to he ceterm1ned"by Tan nvestrEnt T

hanking 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 providing financing for Chrysler dealers and customers.

Note 9. Property, Plant and Equipment and Capitalization of Leases

A summary, by major classification, of property, plant and equipment follows:

December 31

1982 1981
(In miTTions of dollars)
Land $ 106.4 3 62.7
BullunngS 1,172.4 1,097.2
Machinery and equipment 2,412.1 2,455.8
Furniture and fixtures 79.8 79.7
Construction in process ) - lgé.g lgg.g
Other, including assets under capital leases . .
' - 3,950.6 3,886.8
Less accumulated depreciation 2,255.2 2,237.5
1,695.2 1,A239.3
Unamortized special tools 778.3 797.6
Net Property, Plidant and Equipment 5 2,473.7 5 446.9

Chrysler sald the tax benefits of certain of its depreciation deductions and invest-
ment tax credits. The proceeds of $10.1 million in 1982 and $38.4 million in 1981
have been reccrded as Other Income.
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NOTES TO FINANCIAL STATEMENTS - CONTINUED

Hote 9. Property, Plant and Equipment and Capitalization of Leases - continued

Restricted cash resulting from the sale of certain 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 also leases
certain manufacturing, transpartation and data process1ng equipment. The amor-
tization of assets recorded under cap1ta1 leases is not material and has been
included with depreciation expense in the Consoiidated Statement of Operations.

At December 31, 1982, the future minimum lease payments under noncancelable capital
leases and rental payments under noncancelable operating leases are as follows:

Capital Operating

Leases Leases
(In ' milTions of dollars)

1983 eneo.... .o $ 10.6 $ 48.7
1984 ... iieeen. 9.0 43.7
1985 ...v..... cos 6.0 40.9
1986 .ceeevannnn. 5.8 - 38.4
1987 tiieriieninns 5.4 37.6
Thereafter ...... 36.0 137.3
TOTAL 72.8 $346.6
Less amount representing
interest 26.4
Present value of m1n1mum
lease payments 46.4
Less current portion 5.1
lLong-term obligations
under capital leases $ 41.3

Future minimum sub]ease rentals under noncancelab\e subleases total $164.9 millien as
of December 31, 1982, ~

Rental expense for operating leases for the years ended Descember 31, 1982, 1981,

and 1980 was $61.3 million, $31.8 miliion and $23.7 million, reSpect1ve1y Sublezsa
rentals were not material.
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NOTES TO FINANCIAL STATEMENTS - CONTINUED

Note

10. Commitments, Guarantees and Contingent Liabilities

Commitments for the acquisition of praperty, plant and equipment excluding special
tools, amounted to approximately $154.2 million at December 31, 1882.

Chrysler and its subsidiaries are parties to various legal proceedings, including
some purporting to be class actions, and some which assert claims for damages in
large amounts. Chrysler believes each proceeding constitutes routine litigaticn
incidaent to the husiness conducted by Chrysler and its subsidiaries, or will not
result in ultimate 1iability that is material in amount.

During the 1980 and 1981 model years, Chrysler Canada Ltd. failed to meet 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 Federal
Government a concession, similar to that obtained in the past, to utilize the excess
generated during the 1982 model yecar to offset these deficits. Chrysler believas
the Canadian Federal Government will comply with the request.

At December 31, 1982, Chrysler has gquaranteed approximately $28.% @million of 8%
notes due January 1, 1991 of an unrelated entity, ABKO Investment Company, Inc.
(formerly debt of Chrysler Realty Corporation). Chrysler and consclidated sub-
sidiaries have also guaranteed securities approximating $16.1 million at December
31, 1982 of associated companies primarilv outside the United States.

11. Redeeméb1e Preferred Stock

The terms of the Certificate of Designations, Preferences and Rights for the
10,000,000 shares of $2.75 Cumulative Preferred Stock issued and outstanding at
December 31, 1982 provide for both optional and mandatory redemption of the shares.
Under the Chrysler Corporation Loan Guarantee Act of 1979, Chrysler may not pay
dividends on or redeem any Preferred Stock until the loan quarantees 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 an June 20, 1978 through the third quarter of 1979. As of DOacember
31, 1982 dividend payments had been omitted for 13 consecutive quarters and the
dividend arrearage on the $2.75 Cumulative Preferred Stock was $83.4 million.

The 342,951 shares of 1981 Series Preferred Stock issued and outstanding at Dacemder
31, 1982 have a liquidation preference and a redemption value of $1,097.4 millicn.
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 ara to
be redeemed in 10 equal annual installments commencing one year after the later to
occur of (a) government guaranteed loans have been paid in full, and (b) all divi-
dend arrearages on all outstanding series of preferred stock have been paid (Sze
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 Dehentures due 1661,
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NOTES TO FINANCIAL STATEMENTS -~ CONTINUED

Mote 12. Common Stock, Warrants, Employee Stock Ownership Plan and Stock Options

Common Stock

0f the 170,000,000 shares of authorized common 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 Employze
Stock Ownership Plan. Chrysler is ohligated to reserve an additional 27,686,000
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 Cumulative Preferred Stock are exercisable at $13 per share ($65.0 million
aggregate amount) 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 ($123.0 millian) at the time of issuance
was subtracted from the prefprred stock and added to additional paid-in capital. Tha
difference between the initial carrying value ($217.0 million) and the redemption val
of the preferred stock ($250.0 million), represented by the total of issue costs {315
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 be outstanding.

Chrysler has issued 14,400,000 warrants to the United States government and
13,286,000 warrants to certain participating lenders under various Credit Agreemants
(See Note 5), to purchase shares of common stock of Chrysler a% $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, 1934. A1l of these warrants expir:
on December 31, 1990.

Employee Stock Ownership Plan

The Chrysler Corporation Loan Guarantee Act of 1979 required Chrysler to establish a;
Employee Stock Ownership Plan (ESOP) and to make contributions to the Plan in the
form of newly issued Chrysler common stock in four equal annual installmants of S40.:
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 common stock, aggregating $81.2 miliicn
had been issued to the E£S0P.
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NOTES TO FINANCIAL STATEMENTS - CONTINUED

Note 12. Common Stock, Warrants, Employee Stock Ownership Plan and Stock Options -
’ continued

Stock Optiens

At January 1, 1982, options for 2,672,125 shares of common 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 teo
stock appreciation rights as to 7,025 shares, and terminated as to 154,500 shares.

At December 31, 1982, options for 3,597,850 shares were outstanding at prices

ranging from $5.25 to $26.63 a share, the average being £7.97. Options for 1,702,80C
shares were exercisable at December 31, 1982. Information with respect to options

is summarized as follaws:

(ptions That Became Exércisable During Each of the Three Years Ended December 31

Market Price on Date

Year Number Option Price First Exercisable

Ended of Shares Per Share Total Per Share Total
1982 649,601 $ 6,25 to $ 9.88 $4,5398,4978 §$ 4,25 to $14.89 $6,551,058
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 20.2% 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 Option Price of Exercise

“Ended of Shares Per Share Total Per Shara ‘ fotal

‘ 193§ 18,250 $ 6.25 to $15.07 $ 147,867 $ 8.25 to $17.94 $ 269,910
198 - - - - - - -
1980 3,388 8.82 to 9.07 30,054 10.06 to 10.69 34,513

A1l outstanding options were granted at prices not less than 100% of fair market valus
at date of grant and in no case at an option price less than $6.25 per share. Optiong
become exercisable on and after the first anniversary to the extent of not more than
40% of the number of shares under option, an and after the second anniversary to the
extent of not more than 70% of the numher of shares under option, and after the third
anniversary to the extent of 100% thereof, Options granted in 1973 through Novemder
1981 and still exercisable were ten-year nonqualified options. Incentive stock
options were granted as to 1,256,500 shares and nongualified stock options were
granted as to 616,000 shares, all with 10 year terms. Incentive stock opticns pro-
vide tax advantages to the option holder if certain requirements are met.

g Y

llnon exercise of a nongualified or an incentive stock option, the holder may forfeit
35

the option on up to an equal number of shares and receive an amount in Cash or shar
or any combination thereof, at the sole discretion of the Stock Option Committee,
equal to the aggregate difference between the option price and the current market
value of shares forfeited (Stock Appreciation Rights)., Amounts resulting frem such
Stock Appreciation Rights are accrued and charged to compensation expense in the
‘period services are rendered. No othar charges or credits are made against inceore
in accounting for exercise of options.
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NOTES TO FINANCIAL STATEMENTS - CONTINUED

Nota 13. Common Stock, Additicnal Paid-In Capital and Net Earnings Retained
{Accumulated Deficit)

Additional
Common Paid-In Net Earnings Retain
Stock Capital (Accumulated Dafict
(In miliions of dollarsj

Balance at December 31, 1979 $ 416.9 § B92.2 $ 496.3
Common stock sold to thrift-stock owner-
ship programs (shares sold - 265,690) 1.7 2 -
Net loss - - (1,708.7)
Amortization of Preferred stock discount - - ( 1.6)
Balance at Uecember 31, 1980 418.8 632.4 {1,215.0)
Common stock sold to thrift-stock owner-
ship programs (shares sold - 172,588) 1.0 1 -
Conmon stock issued under Employee Stock
Ownership Plan {shares issued - 5,987,400) 40.6 -
Met loss - - 47: 5)
Amortization of Preferred stock discount - - ! .6)
Balance at December 31, 1S&1 460.7 592.5 - (1,892
Common stock sold to thrift-staock owner-
ship programs (shares sold - 87,166) .5 - -
Common stock issued under stock option
plans (shares issued - 18,250) .1 - -
Common stock issued under Employee Stock
Ownership Plan (shares issued - 6,237,200) 40.6 - -
Net earnings - - i70.1
Amortization of Preferred stock discount - - 1.6)
8alance at December 31, 1982 $ 501.4 $__ 692.5 $(1,523.7)

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 charges are as follows: 1982-$338.6 million, 1981-§406.2 million and
1980-35404.8 mllllon, of which $43.7 million in 1982, $71.9 mi11ion in 1981 and
§72.0 million in 1980 was capitalized and is 1nc1uded in property, plant and equipment.
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NOTES TO FINANCIAL STATEMENTS - 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 million in 1981 resuited principally
from decreases in pension costs due to changes in the actuarial interest rate
assumptions, a change in the amortication of certain past service costs (See
Note 1) and reductions in employment, and also in 1981 from changes in the
asset valuation method for the Salaried Employees' Retirement Plan, which nore
than offset the costs of increases in benefits under the 1979 collective

bargaining agreements and the interest cost of additional pension . centribution
deferrals. )

As of January 1, 1982, the accumulated plan benefits, caiculated by using January 1,
1682 benefit levels (the last increase under the then current collective
bargaining agreaments), and the plan net assets for U.S. pension plans are as
follows (in millions ot dollard):

Actuarial present value of accumulated plan benfits:

Vested $2,849.4
Nonvested _ 424 .1
Comb ined $3,273.5

Net assets available for benefits inc1uding
Chrysler's accrued pension liability of $777.7 $1,948.2

Actuarial present value of accumulated
vested plan benefits in excess of net :
assets available for benefits $ 901.2

B

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 actuarial value of accumulated benefits or nat
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.



NOTES TQ FINANCIAL STATEMENTS - CONTINUED

Note 16. Taxes on Income

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

1982 1981 1980
{Tn millions of dollars)

Foreign Income Taxes:

Current $ .9 $ 18.5 $ 50.5
Deferred - ( 1.2) ( 21.5)
Total Taxes on Income $ .9 . $ 17.3 $ 29.0

P )

Foreign earnings (loss) before taxes in 1982, 1981 and 1980 amounted to §(37.5)

SN Rar -t N TReaAw e

miliion, $24.2 million and $(107.4) million, respectively.

At December 31, 1982, Chrysler Corporation and Chrysier Canade Lid. have unused

operating loss carryforwards of approximately $1,800 million, and the Corporation

also has U.S. investment tax credit carryovers of approximately $240 millign
available for potential tax henefits. Substantially all of these carryforwards
may be used until the expiration dates which occur between 1989 and 1997.
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NOTES TO FINANCIAL STATEMENTS - CONTINUED

Note 17.

Infaormation about Chrysler and its Subsidiaries Operating_ in

Ditterent Geqgraphic Areas

- 21 -

Other Adjustments
United Principally and
States Canada Mexico Eliminations Consclidats
Year ended Decemher 31, 1982
Unit Sales:
Sales to unmaffiliated customers 969,106 126,592 86,028 - 1,181,72G
Transfers between geographic
areas 94,059 225,004 - 319,063) -
Total Unit Sales 1,083,185 351,506 86,008 'é'ﬂ‘é’,"o‘ 63) 1,181,747
Bollar Sales {millions):
Sales to unaffiliated customers § 8,497.3 3 892.2 $ £55.4 $ - $10,044.¢
Transfers between geographic ' .
areas 1,795.9 2,086.6 127 .4 4,009.9 -
Total Dollar Sales $710,293.2 $2,978.8 ¢ 782.8 $(4,009. $10,0470.9
Net Earnings (Loss) § _208.5%_ 20.2 $( 58.6) §_170.1
Identifiable Assets at
December 31, 1982 $4,949.8% 537.2 $ 776.5 $ 6,263.5
Year ended December 31, 1981
Unit Sales:
Sales to unaffiliated customers 1,018,166 132,494 132,353 - 1,283,013
Transfers between geographic
areas 94,894 130,913 - 225,807) -
Total Units Sales 1,113,060 263,407 132,353 %225,807) 1,263,013
Dollar Sales (millions): :
Sales to unaffiliated customers $ 7,788.8 3 909.0 $1,273.8 $ - $ 9,971.8
Transfers between geographic
areas 1,832.8 1,160.7 66.0 2,759,5) _ - -
Total Dollar Sales $ 9.321.6 $2,069.7 §1,339.8 $(2,759.5) $9,37i.3
"Het Farnings (Loss) $( 482.5)$( 49.3) & 56.2 S£2_51§;§]
Identifiable Assets at
December 31, 1981 $ 4,676.4 8 621.4 §_972.2 $ 6,270.0



Note 17. Information about Chrysler and its Subsidiaries Operating in

Different Geographic Areas - continued

'

Year ended December 31, 1980

Unit Sales:
Sales to unaffiliated customears
Transfers between geographic
areas
Total Units Sales

Dollar Sales (millions):
Sales to unaffiliated customers
Transfers between geographic
areas .
Total Dollar Sales

Net Earnings (Loss)

Identifiable Assets at
December 31, 1980

Other

United Principally

States Canada Mexico

Adjustments

and

935,383 144,181 145,358
114,584 99,728 -

1,049.968 243,900 145,358

——re

$ 6,524.2 § 923.5 3$1,152.4

1,327.4 807.5 23.3
$ 7,851.6 $1,731.0 S$T,T175.7

$(1,573.3)5( 161.8) § 25.4

$ 5,137.0 §_536.6 $_944.2

214,312)
214,312)

P

$

S%2:158:2;

Eliminations Consolidit:

1,224,892

T,728,%7,

$ 8,600.

$ 3,000,

$(1)70§I

$ 6,617,

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

Since the sale of Chrysler Defense, Inc. in March, 1982, Chrysier operates principally

in one segment, automotive aperations.

Chrvsler's automotive operations are engaged

primarily in the manufacture, assembly and sale 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 agsogiatgd company of
Chrysler, for resale aggregated $644.8 million in 1982, $809.5 million in 1981 and

$875.1 million in 1980.
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Note

NOTES TO FINANCIAL STATEMENTS - CONTINUED

18. Income Maintenan-e Agrewiient with Chrysler Financial Corporation

Note

Chrysler and Chrysler Financial Corporation (a wholly-owned unconsolidated
suhsidiary) 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 millicn were made pursuant to the agreement in 1982, $138.5
million in 1981, and $10A6.4 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 con-
solidated subsidiaries.

Pursuant to the Agreement to Guarantee between the U.S. Government and Chrysier,

CFC is required to pay a dividend egual to the after-tax amounts paid under the
Incoma Maintenance Agreement.

19..Per Share Data

Note

For 1982 primary earnings per share wera 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 common shares outstanding -
plus the common stock equivalents which would arise from the exesrcise of stock
options, if dilutive. Fully diluted earnings per share were not reported becausa
the effect is anti-dilutive.

For 1981 and 1980 per share amounts were computed by dividing the net loss adjusted

for the preferred stock dividend requirement and amortization ef discount by the
average number of common shares outstanding during the year.

20. Inflation Accounting

Pursuant to Standard No. 33, "Financial Reporting and Changing Prices" of the
Financial Accounting Standards Board, Chrysler's Annual Report will provide
supplenentary disclosure of certain information intended to measure the impact
of chanqing prices due to inflation.

- 23 -




TOUCHE ROSS & CO.
Detroit, Michigan

February 24, 1983

Shareholders and Board of Directors
Chrysler Corporation
Detrait, Michigan

We have exanined the accompanying consolidated balance sheet of Chrysiter
Corporation and consolidated subsidiaries at December 31, 1982 and 1981, and the
related consolidated statements of operations and changes in financial position
for each of the three years in the period ended December 31, 1982. OQur examina-
tions were made in accordance with generally accepted auditing standards and,
accordingly, included such 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 and 1981 financial
statements was qualified as being subject to the effects of such adjustments, if
any, which might 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, some of which are beyond its control. However, in 1882 Chrysler
generated significant cash from working capital management and the sale of
Chrysler Defense Inc., and demonstrated its ability to produce positive cash flow
from its automotive operations and to realize its assets and satisfy its liabili-
ties in the normal course of business. In addition, as described in Note 8,
Chrysler negatiated a new loan agreement with Peugeot S.A. which assures Chrysler
cantrol of its investment in Peugeot S.A. Accordingly, our opinion on the 13980
and 1981 financial statements, as presented herein, is no longer qualified.

In our opinion, the accompanying financial statements present fairly the finan-
cial position of Chrysler Corporation and consolidated subsidiaries at December
31, 1982 and 1981 and the results of their 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
methods in 1981.

Touche Ross & Co.
Certified Public Accountants
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CHRYSLER (TRPORATT(N AND (IINS(LIPATED SUBSIDIARIES

SELECTED QUARTERLY FINANCIAL DATA

1st Quarter 2nd Quarter 3rd Quarter 4th Q.za'{:r_'_
IS%Z"&_T%T* < Lk 1582 L3N O 5 Y

(In millions of dollars)

nat sales $ 2611.3  § 2251.3 $§ 2864.6 $ 28%3.8 $ 24535 $ 2309.4 $ 22G=.5 § =3
“usts, ather than :

taxes on income 2605.6 2535.6 2754.6 2362.8 26E4.2 2455.1 2Z3.8 255
Gross profit CRI3) (.3 160 20 (D (1B (83 (1

Equity in net earnings (loss)
of unconsolidated

subs idigrias 38 ( 12.8) ( 3.1) { 10.6) 4.0 { 13.1) ( 10.5) ( %
Jthae income - - - - Yb - D =
Taxes on income (credit) ( 5.4) 4.9 2.6 6.7 24.1 ( .72 (20.4) L
Zarnings (loss) from _

continuing operaticns ( 89.1) 22.0) 8.3 A7 { 11.3) ( 164.1) ( 72.8) (¢
Jiseontinued Operaticns:

Zarnings of Chrysler

Defense, Inc. - 12.7 - 16.0 - 24.0 Vs

Gain on sale of :

Chrysler Defense, Inc. 172.1 - - - - - e

“anings (loss) befare extra-

ordinary itsm 83.0 ( 289.3) 1.3 20.7  { 11.3) ( 140.1) ( 72.8) ( €
Extreordinary item 66.9 - 2.6 - 20.7 - 23.3) "
Nt earnings (loss) $ T899 $(289.3)8 8.8 $ &7 $ 94  $CIED) 55 5.0 St

Pgr share data

Byimary:

Eznings (loss) from -
continuing operaticns $( 1.31) $( 4.62)3 1.0 $( 0.04) $( 0.23) $( 2.34) 8( 1.01) 5( 1

Zarnings (loss) before o

extraordinary itam $ 1.4  § 4.43)% 1.0 $ 0.20 §( 0.23) $( 2.00)8( 1.01) ¥ 1
izv eamings {loss) per share -
of comon stock $ 195 $( 4435 1. 0§ 0.20 $§ 0.03  $( 2.01) 3( 1.20)  §( .1

*festated for deconsolidation of Chrysler Defense, Inc. (See Note 3)
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CHRYSLER FINANCIAL CORPORATION AND CONSOLIDATED SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEET

DECEMBER 31

1982 1981
{(In miTlions of dollars
ASSETS:
Cash $ 133.4 § 111.3
Short-term investments 216.3 90.3
Marketable securities 84.4 80.2
Notes receivable:
Retail and leasc financing 1,9857.5 2,241.3
Wholesale financing ) 1,292.6 1,224.9
Commercial and other financing 126.1 124.6
Tetal notes receivable : »376.2 3,390.9
Less: Unearned income 315.5 345,85
Allowance for credit losses : 26.7 28.3
Notes receivahle--net 3,034.0 3.216.7
Amounts due and deferred from receivables sales 214.5 240,56
Other assets and receivables 63.7 78.3
TOTAL ASSETS § 3,751.3 $ 3,327.%
LIABILITIES:
Notes payable, short-term $ 95.6 $ 125.8
Long-term notes payable within one year _ 104.3 174.4
Other liabilities 3038.0 312.0
Amounts due to affiliated companies 201.8 22.0
Sehior notos payable after one year 2,140.9 2,292.9
Subordinated notes payable after one year 235.4 245.8
TOTAL LIABILITIES 3,087.0 3,179.30
SHAREHOLDER'S INYESTMENT :
Common stock 25.0 25.0
Additional paid-in capital 282.4 282.4
Net earnings retained:
Balance at beginning of year 341.0 360.5
Net earnings for the year 52.2 62.2
Cash dividend paid . ( 36.3) 81,7
Balance at end of year 356. 341.C
TOTAL SHAREHOLDZR'S INVESTMENT 664.3 6548 .4

TOTAL LTARILITIFS AND SHAREHOLDER'S INVESTMENT $ 3,751.3 § 3,827.!

Chrysler Financial Corporation is a wholly-owned unconsolidated subsidiary of Chrysler
Forparation. This halance sheet has been summarized from the financial statements
appearing in the Annual Report of Chrysler Financial Corporation.
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Sy Area of Manufaciure
United States
Passongar Cars
Trucks
Cenada
Passenga Cars
Tmc’s
AL ULS. AND CANADA
x.dDEn
Mevico v
Zuystralia
511 Other Countries
TOTAL QUTSICE U.S.
AND GWNADA

TOTAL WORLIWITE

sy Area of Sale
United States
- Passange” Cars
Trucks
TOTJA_ UNITED STATES
a
vassengz Cars
Trucks
TOTAL U.S. AND GAMADA
Qutsice U.S. & Cinada
Passenger Cars
Trucks
TOTY, QUTSICE U.S.
AND CWADA

TOTA. WRLOWITE

GRYSLER CORPORATION AND CONSOLIDATED SUBSIDIARIES

UNIT SALES OF CARS AND TRUCKS

1902 1081 1980 1979 1978 1977 1975
508,796 755,315 644,208 927,918 1,120,933 1,229,993  1,324,4%
122,92 100,316 139,302 289,601 493,658 457,740 423,530

149.906 70083  7203% 143,074 177,365 217,93 231,070
%08 8150 5006 53,3 77,85 105,977 85,50
5’07 682 1,011.864 910,352 1,4 -u.-r,uuu .;.,878,4.;1 2.\;1.1,&1-‘:5 '.,u}O £ 9
137,702 156,316 206,693 270,405 226,542  207.428  163.2%
76,342  114.833 106,350  91.785 79.325 60,545 £6,3:5
z - 1,219 8,620 11,371 21,80 27.271
- - 279 11,589 15,856 26,853 41,03
4,04 271,149 34,571 32,39 333,124 316,65 263,50
LISL76 1,008,013 1,224,923 L756,465 2211535 2.328.02 2,370,509
737,350 84,155 721,868 1,021,826 1,229,543 1,354,721 1,42?,6?3
231,756 1840011 _ 213.518 _ 39.212  S02.5%% 499 451,57
%60.106 1,018,166 935,380 T,351.08 1.72.102 T8424 T.80.60
06,260 103,031 U262 188,00 10,575 25,08 24,205
21.328 29463 31489 42702 43,855 47,145 £0,127
Ios.6% TIR000 T00.5% THEL70 1985/ J0L%1 20500
46,231 69,172 82,285 165,587 166,526 150,625 164,07
39.797 63181  63.073 79,118 82.435 61,200 61,152
86,08 132,353 145,358 244,705 264,962 220,825 225,459
1,081,726 1,283,013 1,224,923 1,796,465 2,211,535 2,328,302  2,370.5C3

1G77 and 1976 restated to exclude deconsolidated cperations in Zurope and Latin America.
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THE WHITE HOUSE

WASHINGTON /

February 23, 1983

MEMORANDUM FOR ED MEESE
,JAMES 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
Superfund 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 commission. Other
commissioners will be appointed as rapidly as possible.

Assistant Administrator, Solid Waste and Emergency

—_—

ResEonse

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 f£ill the position on a permanent
basis. '




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.

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.

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.



2}5283 - EEeogo—
DRAFT

Charter
Commission on the Management
and Administration of the Superfund Act

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

The purpose of the Commission is to advise the
Administr 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. Recommend improvements in the internal controls
Menwges related to the negotiated settlements
related to the Superfund.

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

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.

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

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

The estimated operating cost of the Commission is
, including approximately 1.5 staff-years of
support.



10.

11.

12.

13.

2

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 .

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.

The Commission is composed of 5 members, who shall be
appointed by the Administrator of the Enviromental
Protection Agency, one of whom shall be designated

as Chairman.

Creation of this Commission is by the authority of

It is in the public interest 1in conjunction with
the responsibilities of the Environmental Protection
Agency.

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.

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.



3

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.S5.C. Appendix I, Section).

/s/
Administrator, EPA Date filed

Date signed



FROM:

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

February 17, 1983

MEMORANDUM FOR JAMES A. BAKER III
FRED KHEDOUR

SUBJECT: "Pulling the Plug" on the Jobs Bill Compromise

We have on several occasions rejected the option to start nreparing the
grounds for "pulling the plug" 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 Teadership cannot survive more
than a brief negotiating period.

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

The Administration's Exposure:

-- The strategy of inflating the apparent size of the package by counting
deferrals and rescissions, obligation limits, and other elements that do
not require congressional action created a risk.

-- That risk is that the Congress will make major, unacceptable additions to
our original 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 transit funds,
and UDAG deferral from the package.

-- The Public Works Committee Teadership will press strongly its argument that
these are not "real increases"; our problem 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 President's guidelines.

Conclusion:

I make these points because I believe that we need to make an assessment now
of the likelihood 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 Tay the groundwork for "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 KHEDOURI

SUBJECT: Hatfield/ Baker Meeting on Jobs Bill

E

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

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

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

0f the 35 items in the House version, 13 appear in the bipartisan compromise.

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

A comparison of the new Hatfield proposal and the bipartisan comoromise is
a bit more of a cause for optimism; we have dealt with 20 of the 47 programs
on his 1ist (although not always in the same fashion). e — =

Qur problem is to isolate those among the remaining 27 programs that are
priorities for both Hatfield and the House Democrats.

If we cannot do this properly, we will inevitably be "bid up" to an unaccepta?i%]
total bill.

Conclusion and Recommendation:

4g>1f efforts to persuade Hatfiekd to drop his separate effort and sign on to

the package are unsuccessful(®we shouTd et his aareement to work within
set parameters. I have attached a draft "definition of T3
’-\_____,/

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 Priority to Hatfield and House Democrats 142“‘“"
. | | B
Program Hatfield Package Prior House Level

USDA WIC $100M --

DOE weatherization $150M $250M
Summer youth $100M --

Rural Water and Sewer? $125M $200M
Dislocated Workers $125M $200M

]Prior House level refers to Title II of the Continuing Resolution as reported

by the House Appropriations Committee last winter.

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




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 humamtaman i¢
assistance not to exceed $2 billion, inclusive of Transfers from From Sec. 32

and CCC funds.
Base for calculating size of the package should recognize Administration
deferral, rescission, and obligation 1limits.
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EXECUTIVE OFFICE OF THE PRESIDENT
67/
OFFICE OF MANAGEMENT AND BUDGET 2 70
WASHINGTON, D.C. 20503

February 15, 1983

MEMORANDUM FOR JIM BAKER
RICHARD DARMAN
KEN DUBERSTEIN

FROM: FRED KHEDOU@%

SUBJECT: New Hatfield "Jobs" Package

Hatfield has made a number of highly significant additions to his package:
--$500 million for Community Development Block Grants

--$500 million in new USDA commodity donations

--$150 million in DOE Tow income weatherization

--$100 million in summer youth employment

--$100 mi1lion in USDA Special Supplemental Food (WIC)

Hatfield has not changed in any evident way is basic approach. A1l funds would
be newly-appropriated, net additions to spending.

The descrintive sheet provided by Hatfield shows a number of deletions, most
notably $409 million in loan authority for Rural Water and Sewer Grants and $100
million in loan authority for SBA loans. I believe this to be an error because the

appropriated funds that go with these Toan funds remain in his package.

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 presumes congressional disabproval of deferrals and rescissions,
his package would actually be $2.513 billion more than the binartisan compromise,
however.
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JOBS PACKAGE

Agriculture Subcommittee

Rural Water and Waste Dlsposal Grants:

Appropriations
FmHA Salaries and expenses

- Watershed and Flood Prevention Operations
Agricultural Research Service

Special Supplemental Food Program (WIC)
Food and Drug Administration

USDA Surplus Food Donations

Commerce Just1ce—State—Jud1c1ary Subcommlttee

SBA Small Business Guarantee Program.
_ Appropriation
" Federal Prison System

Support of United States Prisoners

. Energy & Water Development Subcommittee

Corps of Engineers —--

Bureau of Reclamation

Construction _
Operations & maintenance
Mississippi River & tributaries
——- Construction

—-— Operations & maintenance
-— Loan program

HUD - Independent Agencies Subcommittee

VA hospital repair and maintenance
FEMA - emergency food and shelter

Community Development Block Grants

©)

nterior Subcommittee

Forest Service —— Reforestation

—— Construction

Natlonal 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 Architectural Barriers in Schools
“-1 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
115,000,000
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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Rilifgry"Construction Subcommittee
Family Housing . , 250,000,000

Transportation Subcommittee
Interstate Transfer Grants:

Highways - : 100,000,000
Transit - : 25,000,000
Northeast  Corridor Overhead Highway Bridges ' 40,000,000
AMTRAK Maintenance of Way 90,000,000
Metro . P | LT 10,000,000

Treasury Subcommittee - '
GSA Federal Buildings Fund " ' 125,000,000

. GSA Motor Vehicle Purchases ' - . 50,000,000
| _ Total Program Level $4,444,835,000

Limitation (550,000, 000)



THE SECRETARY OF THE 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. TIf 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.
P
A
/ \4;
Donald T. Regan
Attachment

2/
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NKING REGUL ATOR 2

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 consumetr protections."

Specifically, the board proposes to amend Reg. 2's section 226.2 by removing
the definition of "arranger of credit" and striking "arrangers of credit"
from the reg.'s definition of "creditor." Last February, the board decided
to exempt from Reg. 2 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, Congress responded by ordering

as exempt all arrangers of credit.

For student loans, the-proposal exempts from Reg. Z those loans made -

under Title IV:of the Higher Education Act of 1965. Falling into this
category are the Guaranteed:Student Loan, Auxiliary Loans to Assist Students
and National Direct Student Loan programs. If adopted, these changes

would be made retroactive to Oct. l, 1982, the date revised Reg. Z became
mandatory for cred1tors.

As in_ the old Reg. 'Z, the proposed footnotes would not consider as a
violation an error in the APR or finance charge that 1) stemmed from a
corresponding .error .in a calculatjon tool used in good faith by the creditor,
and 2) once the error was spotted, the creditor stopped using the faulty
tool and told the board about it in writing.

[{The board has ellmlnated these footnotes from revised Reg. 2, reasoning
that they became unnecessary thanks to the revised rule's expanded "bona
fide error" defense to civil suits, which says ba51cally that the creditor
isn't liable if .the' error -was unintentional. After further consideration,
though, the board wants to put the footnotes back in the rule. Said the
board: "The. amended act protects creditors for violations resulting from
bona fide errors, even .in the absence of footnotes. However, without the
protection of footnotes, creditors could be subject to administrative
enforcement,'inc}dding,restitution, for the same errors."}

Here is the Fed's brief description of its proposed changes to its Reg. 2
commentary: S
e Section 226.2- Definition of Rules and Construction

Commerts:- 2(a) (3)-1 through 6 would be removed to correspond to the regulatory
amendments. that remove "arrangers of credit" from the "creditor" definition.

Comment 2(a) (17) (ii)~1 would be removed to conform the commentary to the
regulatory amendments that implement the Garn-St Germain Act T-i-I, amendments.
The comment designations "Paragraph 2(a)(l7)(1v)" and "Paragraph 2(a)(l7)(v)
would be redesignated “Paragraph 2(a)(17)(111)" and "Paragraph 2(a) (17) (iv),
respectively.. .

A sentence would be added - to the paragraph under 1981 Changes discussing
"arranger of credit®™ indicating that the definition has been removed from




the statute. -This would reflect thé Garn-St Germain T-i-L améndment.
e Section 226.3 - Exempt Transactions -

Comment 3(f)-1 would be added to clarify which loan programs are administered
under Title IV of the Higher Education Act of 1965. . This comment corresponds
to the regulatory amendment implementing ‘the Garn-St Germain T- -L amendments
that exempt these loan programs from the regulat1on.‘

o Section 226.7 - General Disclosure Requ1rements

Comment l7(;) -1 would be amended to remove references to the Guaranteed

Student Loan program and:the PLUS. program. These’ loan programs are adm1nlstered
under Title IV of the Higher Education Act of 1965 and are thus no longer
covered undef the statutory amendments exempting these programs.

Comment 17(i)-4 would be deleted. This comment addresses loan programs
that are now exempt under the Garn-St Germain Act's T-i-L amendments.
Comment 17(i)~5-would be redesigﬁated-comment 17¢i)-4..

. Appendlx H - Closed ‘£End Model Forms and Clauses

Current comments H-17 through 20 would ‘be ‘réméoved as they reflect the
approval under Section 113 of 'the act of student loan ‘disclosure .forms
issued by the Department of Educat1on. The loan: programs to which the
forms apply have been exempted from the regulatlon in the recent DIA

i

amendments to the T-i-L Act. . . : . oo

Comment is also :‘sought on. proposed changes to the Fed's' Reg E staff
commentary. The changes reflect redes1gnated sections in revised Reg. Z,
and some also 1mp1ement requlatory revisions the Fed adopted in October.

The Reg. E provisions that relate to T-i-L cover issuance of access devices,
liability for unauthorized transfers, documentat1on of transfers and
procedures for resolving errors. The sectional ‘references in these sections
would be revised under the proposal to match- the correspondlng references

in revised Reg. Z. TRt

Comments should be mailed to W1111am Ww. W1les,’secretary, ‘Board of Governors
of the Federal Reserve.System,. Wash1ngton, DC 20551.

T—1 L Laws- in: Three States Preempted

.....

Arizona, Florida and Mlssour1 credltors ‘can abide by certa1n ‘federal Truth-
in-Lending laws instead of contrad1ctory stateilaws, the Federal Reserve
Board ruled last week. Creditors can follow either laws until Oct, 1,
1983, when the federal preempt1on becomes mandatory.v‘

The action marks the: first time the board under rev1sed Reg. Z has substltuted
federal for state T-i-L laws. In d01ng so, the board also laid down three

new principles Fed staff will use when rev1ew1ng state. T~i-L laws, and

gave the director of its consumer and commun1ty affairs division the authorlty
to make preempt1on dec151ons. :

Under the T-i-L Act, the board can. preempt state T-1 -L laws that are inconsistent
with federal laws. According to Regulat1on t (Truth-1n#Lend1ng), a .state
law is inconsistent and thus preempted 5f it 51gn1f1cantly ‘impedes the
operation of federal: law or. 1nterferes with the - purpose of the statute.
If the board-deems the state law 1ncons1stent, ‘créditors in the state
can't’ make d1sclosures using those prov1$10ns ahd ‘mist: 1nstead follow the '
3

federal law that applles.,\_n; - ”, g ‘_‘w;\,«

In April, Arizona, Florida, Mlssourl and South Cargl1na applled to the
board for preempt1on of certain state laws they believed contradlcted
federal T-i-L laws, and their appl1cat1ons were put out, for. comment (BR
4/12/82). [South Carolina has since withdrawn its appllcat;on after the
relevent provisions in its law were amended.] :



BANKING REGULATOR -

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 board opted to stick by Reg. 2'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:

e 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 requirements 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 requires the use of the
specific terminology referred 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.”

e 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 act. This principle would preserve
several state disclosures that are useful to creditors, staff said. Under
Reg. Z, a state law is preempted if -it specifies a different term than the
federal law to describe the same item. With this principle, Fed staff is
taking a more limited view of what constitutes the "same item" than was
taken in the April proposal.

e 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 preemption determinations.”

Also, the board decided that preempting one state's law won't have an

effect on a similar provision in another state without formal board action.
Fed staff said this is "the- most practical approach" since it ensures a
thorough review of each state's laws. A Fed staffer also cautions that,
absent formal preemptive action bylthe 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 and are as follows:

Arizona:

e Section 44-287 B.5 - Disclosure of final cash balance. This provision
is preempted in those transactions 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 same amount.

e 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.



e Section 44-287 B.7 - .Disclosure of the time balance. The time balance
disclosure provision is preempted in those transactions in which the amount
is the same as the amount of the federal total of payments, since in such
transactions the state law requlres the use -of -a iterm d1fferent from the
federal term to represent the same amount

Florlda-

. Sectlons 520. 07(2)(f) and 520 34(2)(f) - D1sclosure of amount flnanced
This disclosure is preempted in-those transact1ons 1n which the amount is
different from the federal .amount’ f1nanced,,s1nce in such transactions the
state law requires the use of the same term as the federal law to represent
a different amount. SR :

e« Sections '520.07(2) (g), .34(2)(g), and 35(2)(d) - Disclosure of finance
charge and a description of its components. "The finance charge disclosure
is preempted in ‘those transactions: ih which the amount of the finance
charge is dlfferent from the Federal’ amount, since in such transactions
the state law requires the use of the same term as the federal law to
represent a different amount.

e Sections 520.07(2) (h) and 34(2)(h) - D1sclosure of total of payments.
The total of payments disclosure is preempted in, those transactions in
which the amount differs from the amount of the federal total of payments,
since in such transactions the state law requlres the use of the same term
as_the federal law to represent a d1fferent amount than the federal law.

e Sections 520,07(2) (i) and 34(2)(1) - D1sclosure of deferred payment

price. This. dlsclosure is preempted in those transactions in which the

amount is the same as the federal total sale price, since in such transactions
the state law requires the use of a d1fferent term than the federal law to"-
represent the same amount as the federal law. -

Missouri:

e Sections 365.070~ 6(9) and 408. 260 5(6) - D1sclosure of principal balance.
This disclosure is preempted in those transactions in which the amount of
the principal balance is the same as the federal amount financed, since in
such transactions the state law reqULres the’ use of a term dlfferent from
the federal term to represent the same amount

e Sections 365.070~ 6(10) -and 408, 260-5(7) - Dlsclosures of time price
differential and time charge,: respectively. ' These are preempted in transactions
where the amount 'is the same as-the federal-finance—-echarge, since -in such
transactions the state law requ1res the use-of a term différent from the

federal law to represent the- same amount : : :

® Sect1ons 365. 070-2 and '408.260-2 ~ Use. of the terms "time price differential”
and "time charge" in certaln not1ces - to,.the. buyer. "In.those-transactions

in which the state disclosure of the time price differential or time charge

is preempted, the use of the terms in the Fed's notlce also is preempted,

but the notice itself isn't preempted.

e Sections.365.070- -6(11) and 408.260-5(8):'- Disclosureé of time balance.
The time balance disclosure is-preempted in those transactions in which
the amount is the same as the amount of "thé federal total of payments.

o Sections 365.070-6(12) and 408.260-5(9) - Disclosure of time sale price.
This disclosure is preempted in those - transactlons in which the amount is
the same as the federal total sale price, since the ‘state law requires use
of a different term from thepfederal,law»to represent the same amount,

-4






THE SECRETARY OF THE TREASURY
WASHINGTON 20220

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.

AL,

Donald T. Regan

Attachment



A0/

THE SECRETARY OF THE TREASURY

WASHINGTON

January 17, 1983

Dear Lee:

Thank you for your letter regarding Chrysler's proposals to
reduce 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.

g

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
operating profits.”

signi;igﬁgt ;7
The Board has not changed its sition. .
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.

Sincerely,

fSen

Donald T. Regan

Mr. Lee A. Iacocca k&&
Chairmpn of the Board
Chrysler Corporation

W\ g \
Detroit, Michigan 48288 qup
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a CHRYSLER

CORPORATION -

LEE A.IACOCCA
CHAIRMAN OF THE BOARD
CHIEF EXECUTIVE OFFICER

Decenber 15, 1982

The Honorable Donald T. Regan
Secretary of the
Washington, D.C. 20500

Dear Don: .

After several months of difficult negotiations, we have finally concluded
a fair and reasonable agreement with our U.S. and Canadian unions. I
would have preferred a two-year agreement, but the union demands for

a second year were so high I decided to settle for a thirteen-month
contract.

As discussed with you, on maybe too many occasions, the present procedure
for the use of aircraft by our top management people has been especially
burdensame. Therefore, I would like to ask your consideration in
rescinding the current Aircraft Procedure Memorandum, dated April 1, 1981.
Obviously, we will continue to apply prudent business judgment in the

use of any aircraft. I hope you and the rest of the Board will honor
this request, and I will wait to hear from you directly.

I would be most appreciative if you would also take a look at our request
for a fee reduction which we submitted on November 9, 1982. This extra
half percent is still costing us $500,000 a month.

I appreciate your personal involvement in these matters and hope to hear
fram you soon.

Happy Holidays to you and your family.
Sincerely,

DETROIT, MICHIGAN 48288

et WaIRT, T



