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of the financial statements of the Government National 
Mortgage Association, Department of Housing and Urban 
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/--- --.. --. 
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We are sending copies of this report to the Director, 
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Treasury; the Secretary of Housing and Urban Development; 
and the President, Government National Mortgage Association. 
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EXAMI:4ATIdi4 OF THE GOVERNXXNT 
NATIC)NAL ?lOR’%AG% .rlS.SOCI 4TIO~~ ’ S 
FI BA:JCI AL ST4TEMENT3 F3R 
FISCAL YEAR 1975 
Department of Zousing and 
Urban Development 

DIGEST ------ 

OPINION ON FINANCIAL STATEMENTS ------.------------------------- 

The financial statements (sch. 1 through 3) 
present fairly the financial position of the 
Government Zlational Mortgage Association at 
June 30, 1975 and 1974, and the results of 
its ooerations and the changes in financial 
position for the years then ended, in con- 
formity with principles and standards of 
accounting prescribed by the Compzroller 
General of the United States. 

OTHER MATTERS -_-------.---- 

The Association is involved in several 
programs to stimulate mortgage lending and 
home building. Through these programs it 

--provides special assistance for financing 
mortgages (see ch. 2), 

--amanages and liquidates federally owned 
mortgages (see ch. 3), 

--guarantees mortgage-backed securities 
(see ch. 4), and 

--acts as trustee for three trusts. (See 
aoop. I.) 

The Association's major activities during 
fiscal year 1975 were under the soecial 
assistance functions tande:n plans and the 
mortgage-backed securities guaranty oro- 
grain. 

TJnder soecial assistance functions tandem 
plans, the Association issued commitments 
to purchase $11.8 billion in mortgages. 
These commitments included, for the first 
time, commitments to ourchase conventionally 
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financed home mortgages. Previousl.y, the 
Association was authorized to purchase only 
mortgages insured by the Federal FIousing 
Administration or guaranteed by the Veterans 
Administration. Costs to the Association 
for the tandem plans decreased to $198 mil- 
lion in fiscal year 1975 from $210 million 
in fiscal year 1974. (See p. 5.) 

irnder the mortgage-backed securities guaranty 
program, the Association had $17.7 billion in 
outstanding guarantees at June 30, 1975-- 
$15.7 billion on pass-through securities and 
$2.0 billion on bond-type securities. (See 
pr). 7 and 8.) 

The Association does not receive appropriated 
funds but instead borrows funds from the U.S. 
Treasury to carry out its operations, The 
amount outstanding at June 30, 1975, was 
$5,413 million. (See p. 1.) 

ii 



CH.APTER 1 -_------- 

INTRODUCTION __---------- 
I The Government Xational Mortgage Association, 3eoartment:L(O//+2 

of Housing and ilrban Development, is a Government-owned cor- 
poration. It was created by the Congress in 1968 through 

,' the division of the Federal National Mortgage Association cl< -c&&a 
(FNMA) into two corporations. 4s a Government-owned corpora- 
tion, the Government National Mor+flafle Association (1) oro- by-1 
vides special assistance for financing mortgages, (2) manages 
and liquidates federally owned mortgages, and (3) guarantees 
mortgage-backed securities. These activities are discussed 
in subsequent chapters of this report. The Association also 
acts as trustee for three trusts, which are discussed in ap- 
pendix I of this report. 

FNMA, which inherited the name of the predecessor 
corporation, is a Government-sponsored, privately owned cor- 
poration engaged in mortgage activities. Under the Govern- 
ment National Mortgage Association's direction, FNMA buys 

iation and 
fore the 
ly mortg 
(FHA) or 

the Veterans Ad re purchased for the 
Association. urses FNMA for its serv- 
ices according to a vices agreement between the two 
entities. 

ssistance Act of 1374 
aporoved October 18, 

's mortgage purchase program 
by allowing it to purchase conventionally financed home 
mortgages, including individual units of condominiums and 
cooperatives. The provisions of this act are performed 
under the qssociationss special assistance functions. In 
fiscal year 1975, the Association issued commitments under 
this authority to purchase $4,936 million of mortgages in- 
volving 140,000 housing units. Of these commitments, 
12,000 units valued at $422 million were purchased. 

The Association does not receive appropriated funds 
to finance its operations but instead borrows from the 
U.S. Treasury. The .7une 30, 1975, balance of notes oay- -32 

fl able to the Treasury was $5,413 million--$5,355 ;nillion -2 
, for special assistance functions and $58 million for man- 

agement and liquidating functions. 



I  

The Secretary of Housing and Urban Development directs 
the administration of the 4ssociation and determines general 
operating policies. The Secretary appoints the President 
and other executive officers. The principal officials of 
the Association during fiscal year 1975 are listed in ap- 
pendix II. 

2 



CHqPTZR 2 _ _ __ - _ - - ._ - 

SPECIAL ASSISTAHCE FUNCTIQNS - -.-. ------------------------ 

Tne purpose of the Association's special assistance 
functions is to suoport the financing of housing for people 
unable to obtain acceptable housing under established home- 
financing programs. The Association orovides this support 
oy establishing a market for selected types of FHA-insured, 
VA-guaranteed, or conventional mortgages whicl! are insured 
by private insurers or have outstanding principal balances 
which do not exceed 80 percent of the values of the aroperty 
securing the mortgages. When authorized by the President 
or the Congress, the Association buys these mortgages from 
mortgage lenders thereby providing them with cash for re- 
lending. The Association then sells the mortgages to 
mortgage investors or retains the mortgages in its portfolio. 

MORTGAGE ACTIVITY --------------__- 

At June 33, 1375, the Association's mortgage portfolio 
was $5,227 million. The cost and unamortized discount of 
this portfolio was $5.080 million and $147 million, respec- 
tively, About $8fl5 million of these mortgages ~.as assigned 
to the trusts administered by the Association as trustee. 
(See sch. 1.) The average interest rate for mortgages in 
the portfolio, including those assigned to the trusts, at 
June 30, 1975, was 5.62 percent --an increase from 3.99 per- 
cent at June 30, 1974. 

The graph on the following page shows that the 
downward trend of mortgages in the Association's portfolio 
was reversed in fiscal year 1975. The graph also shows 
that in fiscal year 1975 the portfolio of mortgages bearing 
interest rates from 7 to 9-l/2 percent increased while 
mortgages of the other interest categories decreased. 

3PERATIONS ---------- 

The \ssociation finances its operations primarily with 
funds borrowed from the !J.S. Treasury. At June 30, 1975, 
notes payable to the Treasury were $5,355 million--an in- 
crease of $2,296 million over the previous year. The 
average interest rate on these notes increased in fiscal 
year 1975 to 7.33 percent from the orevious year's 6.46 per- 
cent. The notes mature on July 1 of each year from 1975 
to 1979. 

In conducting its special assistance functions, the 
Association incurred a net loss of $314 million for fiscal 
year 1975. (See sch. 2.) The loss was attributable 

3 
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largely to (1) the difference between the average interest 
rate of 7.38 percent paid on funds borrowed fro-m the Treas- 
ury and the average interest rate of 5.62 percent earned 
on mortgages in the portfolio and (2) the costs of $198 mil- 
lion incurred Fn tandem plan financing. gur ing fiscal -fear 
1975, most nortgages were purchased and sold under tandem 
2lans. 

Under tandem plans the Association subsidizes and 
2tiz\‘312t-cs the financing of !lousing withol~i- massive cash 
outlays required by direct mortgage purchasing programs. 
To provide an outlet for qualified mortgages, the Issocia- 
tion purchases them at higher than market prices and then 
sells them to investors at prevailing market prices, ab- 
sorbing the difference between market prices and purchase 
prices as a subsidy. Tandem plan costs, which were prin- 
cipally the subsidy, amounted to $198 million for fiscal 
year 1975 compared with $210 million for fiscal year 1974. 

The following table shows the number and amount of 
foreclosures for fiscal years 1975 and 1974 and the Tort- 
folios at fiscal yearend. Yxcept for a relatively nominal 
amount of $300,000, the Association did not suffer any loss 
or. foreclosures during fiscal year 1975 since the mortgages 
are either insured or guaranteed. 

Fiscal veal: 1975 Fiscal year 1974 

Units ----- 

(note a) -- ________ ------------------T--- 
Foreclosures Portfolio _--_----------_ _-_--_-_-----~ 

Number Amount _---_ A!!o_!!t_ Number _--_-- ----_- 

(note a) ----------------------------:--- 
Foreclosures Portfolio __-_--_--~---- -------------- 

Number Amount Number Amount _____ - ------ ---- -- ----- - 

(millions) (millions) (millions) (millions) 

FHA single-family 774 $ 12 70,049 $1,076 1,288 $ 21 51,084 $ 516 

VA single-family 273 5 48,057 967 134 2 24,364 248 

Conventional 
single-family 12,153 421 - 

FHA multifamily 111 208 1 678 w-L--- 2 763 ----- --- -r-.- 88 135 1 492 2 416 - ----- --- -.-r-- -I--- 

Gross mortgages 1 158 -'--- $225 131,937 $5 227 1 510 $158 76,940 $3,180 --- ------- -L--- -L--- --- ----__ ----- - -- - -- 
a_/Includes mortgages assigned to the trusts. 
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CHAPTER 3 -VW------- 

MANAGEMENT AND LIQUIDATING FUNCTIONS --------__-_-__.----_---------------- 

The Association is responsible for managing and 
liquidating federally owned mortgaqes with a minimum adverse 
effect on the !lome mortgage market and a minimum loss to the 
Government. 

Liquidation of the mortgages is accomplished through 
regular principal repayments, by sales of mortgages to pri- 
vate investors, and by prepayments and foreclosures. The 
Association did not purchase any mortgaqes under this pro- 
gram during fiscal years 1375 or 1974. In fiscal year 1975, 
mortgage liquidations and net earnings provided $4.1 million 
each. (See sch. 2.) These funds helped finance repayments 
to the U.S. Treasury of $16.7 million. No borrowings from 
the U.S. Treasury were made during the year. 

The following table shows the number and amount of 
foreclosures for fiscal years 1975 and 1974 and the port- 
folios at fiscal yearend. Most mortgages are insured by 
FHA or guaranteed by VA. 

Units ----- 

Fiscal 1975 year Fiscal 1974 year 
(note a) --~orecios;;es------~~~~~~i~~-- (note a) ---- ------ --Eofecios;res ---- 

----- ------ ----- Number Amount Yumber ---- 
---Po;t~oiio-- 

--- 
------ --- Amount Number Amount _-- _----- _----_ 

----- - ------ N3m6e; - - -li~ount 
------ ------ -- ---- -.----- 

(millions) (millions) 

253 $2 44,933 $266 548 

9 23,759 56 18 

1 58 53 1 

1,152 8 2 --- 

263 $2 69 902 --L--- $383 569 - --- --._ - - 
a/Inciudes mot cgdgej assigned to tne crusts. 

FHA single-family 

VA single-family 

FHA multifamily 

Other 

Gross mortgages 

(millions) (millions) 

$5 48,223 $296 

32,828 72 

2 61 57 

--'--- 1 776 11 -- 

$7 82 888 $436 ; --L--- -- - 

6 



CHAPTER 4 __------- 

MORTGAGE-BACKED SECURITIES GUARANTY PROGRAM _-_--_--_---___-_--_----------------------- 

The mortgage-backed securities guaranty program is a 
ineans of channeling new capital into mortgage financing. The 
Association guarantees, for a fee, mortgage-backed pass- 
through and bond-t ype securities issued to the public by ap- 
proved issuers. The securities are backed by pools of mort- 
gages controlled by the issuers of the securities. The 
mortgages are insured by FHA or guaranteed by VA. 

PASS-THROUGH SECURITIES ---------_------------- 

Securities on which principal and interest are paid 
monthly to the security owners are designated "pass-through." 
The issuers administer the mortgage pools backing the securi- 
ties, collect principal and interest on the mortgages, and 
make payments to the security owners. 

Should the issuers default in making the required 
monthly payments, the Association will take such steps as 
are required or deemed necessary to fulfill the terms of 
the gllaranty agreement. The Association considers the FHA 
insurance and VA guaranty of the mortgages as providing 
sufficient resources to support and safeguard its guaranty. 
No issuers have defaulted in making the required monthly 
payments. 

During fiscal year 1975, $5.9 billion in securities 
was issued? an increase of $1.8 billion over the previous 
year. The securities outstanding at June 30, 1975, totaled 
$15.7 billion. 

Issuers are required to furnish monthly financial 
reports to the Association that include data on their pay- 
lnents of principal and interest to security holders. The 
Association reviews the reports and makes site visits on a 
selected basis to issuers and to the custodians of mortgage 
documents to review their records and provide them with 
guidance. 

BOND-TYPE SECURITIES -----------~.-----_-- 

On bond-type securities: interest is paid semiannually 
and principal is paid at maturity, which is generally 2 to 
25 years after issue. FNMA and the Federal Home Loan Mort- 
gage Corporation have issued securities of this type. How- 
ever, in fiscal year 1975 no securities were issued. Securi- 
ties outstanding at June 30, 1975, totaled $2.0 billion. 

7 



CHAPTER 5 --------- 

SCOPE OF EXAMINATION AND ---------------~---~~~- - 

OPINION ON FINANCIAL STATEMENTS ----_----_--------~_---~.~---~~- 

SCOPE OF EXAMINATION ~_---_--~--_--_---_ 

We examined the Association's comparative statement of 
financial cond ition as of June 30, 1975 and 1974; its re- 
lated statements of income, expense, and retained earnings; 
and changes in financial position for the years then ended. 
The statements are presented on a combined basis and sepa- 
rately for the special assistance functions, the management 
and liquidating functions, and the mortgage-backed securities 
guaranty program. 

We did not examine the financial statements of the 
Government Mortgage Liquidation Trust, the Federal Assets 
Liquidation Trust, and the Federal Assets Financing Trust. 
We did, however, examine the Association's interest as 
trustor in these trusts. An explanation of the trust opera- 
tions and the trusts' unaudited comparative statement of 
financial condition as of June 33, 197'5 and 1974. and its 
related statements of income and expense and a statement of 
changes in financial position for the years then ended are 
presented in appendix I. - _ 

We made our examination in accordance with generally 
accepted auditing standards and included such tests of the 
accounting records and such auditing procedures as we con- 
sidered necessary in view of the effectiveness of the sys- 
tem of internal control. 

Our examination was conducted at the Association 
offices in Washington, D.C. We also observed and tested 
the work of the FNMA audit staff in their review of Associa- 
tion accounts at the FNMA regional office in Los Anqeles and 
at FNMA's office in Washington, D.C. In addition, we re- 
viewed reports of the Federal Home Loan Mortgage Corporation 
in Washington, D.C.. as they pertained to mortgage-backed 
securities guaranteed by the Association. 

OPINION ON FINANCIAL STATEMENTS - ----. -------------------------- 

In our opinion, the accompanying financial statements 
(sch. 1 through 3) present fairly the financial position of 
the Association at June 30, 1975 and 1974, and the results 
of its operations and the changes in financial position for 
the years then ended, in conformity with principles and 
standards of accounting prescribed by the Comptroller General 
of the llnited States. 
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GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 

COMPARATIVE STATEMENT OF FINANCIAL CONDITION 
AT JUNE 30, 1975 AND 1974 

Combined 
6/30/75, 6/30/74 

-iin thousands) 
Assets 

Mortgages less unamortized discounts of 
$153,509,851 in 1975 and $18,062,123 
in 1974 (Notes 1 and 5) 

Less mortgages subject to participation 
sales trust 

$ 5,456,iBO $ 3,598,265 

1.110.833 1.235.259 

Net mortgages 4,345,747 2,363,006 

Equity in trusts 
Accrued interest receivable 
Other receivables 
Claims against FHA and VA 

(net of allowance for losses) 
Cash 
Federal securities at cost plus 

accrued interest 
Deferred charges 

413,037 416,574 
23,686 9,176 
11,649 8,596 

43,587 41,410 
42,543 247 

41,685 19,422 
1.103 1.320 

Total assets $ 4,923,037 $ 2,859,751 

Liabilities 

Accrued interest payable to U.S. Treasury $ 167,667 $ 94,740 
Trust and deposit liabilities 84,860 72,387 
Accounts payable 14.456 26.144 

Total liabilities 266,983 193,271 

Investment of the U.S. Government 

Notes payable to U.S. Treasury 
Retained earnings or (deficit) 
Appropriations fDr Trust Fund 

insufficiencies 

5,412,865 
(799,083) 

3,133,335 
C501,050) 

34.195 

2.666.480 

$ 2,859,751 

42.272 

Total investment 4.656.054 

Total liabilities and investment $ 4,923,037 

The notes following schedule 3 are an integral part of this schedule. 

10 



SCHEDULE 1 

Special Assistance 
Functions 

6/30/75 6/30/74 

Mansgement and 
Liquid,tine Functions 

6/30/;'5 6/30/74 

(in thousands) 

Mortgage-Backed 
Securities Program 

6/30/75 6/30/74 

. $ 5,079,699 $ 3,168,096 $ 376,"81 $ 430,169 

306,136 355.337 

70,745 74,832 

$ 

1,498 646 

25 25 

26,009 15,777 

$ 27,532 $ 16,448 

$ 

804.697 879.922 

4,275,002 2,288,174 

312,742 317,921 100,295 98,653 
23,296 8,759 390 417 

5,106 212 5,045 7,738 

42,583 39,982 1,004 1,428 
42,430 79 88 143 

141 1,860 
554 649 

$ 178,262 $ 185,720 

15,535 1,785 
549 671 

$ 4,717,243 $ 2,657,583 

$ 1,807 $ 2,298 
16,059 11,065 

5.246 4.658 

23,112 18,021 L 

$ 165,860 $ 92,442 
68,801 61,322 

9.193 21.274 

$ 

17 

17 

27,515 16,236 

243,854 175,038 

5,354,675 3,058,435 58,190 74,900 
(923,558) (610,085) 96,960 92,799 

42.272 34.195 

4.473.389 2.482.545 155.150 167.699 

$ 178,262 
- $ 25y720 

27.515 16.236 

$ 27,532 $ 16,448 $ 4,717,243 $ 2,657,583 

11 



GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 

COMPARATIVE STATEMENT OF INCOME, EXPENSE, AND RETAINED EARNINGS 
FOR THE FISCAL YEARS ENDED JUNE 30, 1975 AND 1974 

Combined 
6/30/75 6/30/74 

(in thousands)- 
Income 

Interest and discount on moatgages 
Fees: 

Mortgage-backed securities 
Commitment and other . 
Processing 
Purchase and marketing 

Income from investments 
Other 

Total income 214,306 127,450 

Expense 

Interest on notes payable to U.S. Treasury 
Tandem plan costs: (Note 4) 

Subsidized 
Unsubsidized 

Fees : 
Servicing mortgages 
Processing 

Administrative 
MBS guaranty costs 
Provision for possible losses 
Other 

$ 194,493 $ 115,853 

11,303 7,870 
3,811 1,051 

944 
27 

1,518 814 
2.237 1.835 

312,115 

132,594 
65,538 

5,093 
699 

7,586 
709 
175 

a 

Total expense 524,518 432,323 

Earnings or (loss) from operations 
Gain or (loss) from trust operations 

Net earnings or (loss) 
Retained earnings or (deficit) at 

beginning of year 
Adjustments affecting prior years 

Retained earnings or (deficit) at end of year 

(310,212) (305,373) 
11.966 10.086 

(298,246) (295,287) 

(501,050) (205,846) 
213 83 

$ (799,083) $(501,050) 

212,956 

147,966 
62,246 

2,600 

6,657 
378 

20 

The notes following schedule 3 are an integral part of this schedule. 
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SCHEDULE 2 

Special Assistance 
Functions 

6130175 6/30/74 

Management and Mortgage-Backed 
Liauidating Functions Securities Program 
6/30/75 6/30/74 6/30/75 6/30/74 

iin thousands) 

$ 109,583 $ 5,778 $ 6,270 $ $ 

11,303 7,870 
1,051 

27 

1.787 

112,'448 

208,218 

147,966 
62,246 

2,278 

5,291 

') 

; 188,715 

3,811 
944 

2,058 

195,528 

1,518 814 
179 48 

5,957 6,318 12,821 8,684 

307,601 

132,594 
65,538 

4,770 
699 

6,079 

90 

4,514 4,738 

323 322 

674 790 833 576 
709 378 

85 
9 18 

517,371 426,oo: 5,bC5 5,868 1,542 954 

(321,843) (313,553) 352 450 
8.185 7.962 3.781 2.124 

(313,658) (305,591) 4,133 2,574 

(610,085) (304,447) 
185 (47) 

'(923,558) $(610,085) 

92,799 90,095 
28 130 

$ 96,960 $ 92,799 

11,279 

11,279 

7,730 

7,730 

16,236 8,506 

$ 27,515 $ 16,236 

13 



SCHEDULE 3 

GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 

COMPARATIVE STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE FISCAL YEARS ENDED JUNE 30, 1975 AND 1974 

Funds Provided 

Combined 
6/30/75 6/30/74 

-(in thousands)- 

Income from operations 
Mortgage liquidations 
Appropriations for participation 

certificate insufficiencies 
Borrowings from the U.S. Treasury 
Net changes in other assets and 

liabilities 
Gain from trust operations 
Adjustments applicable to prior year: 

FNMA services 
Reversal of sales discounts on 

repurchased mortgage loans 

Funds Applied 

Expense of operations 
Mortgages purchased 
Repayment of borrowings to the U.S. 

Treasury 
Investments at cost plus unmatured 

net earnings 
. Adjustments applicable to prior year: 

FNMA services 

$ 214,306 
1,491,659 

$ 127,450 
1,718,081 

8,077 8,544 
3,285,830 1,174,270 

3,399 37,555 
11,966 10,086 

212 

$ 5,015,449 

151 

$ 3,076,137 

$ 524,518 $ 432,823 
3,474,399 1,542,075 

1,006,300 1,093,570 

10,232 7,601 

68 

$ 5,015,449 $ 3,076,137 

The notes following schedule 3 are an integral part of this schedule. 
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SCHEDULE 3 

Special Assistance 
Functions 

6130175 6/30/74 

Management and Mortgage-Backed 
Liauidatina Functions Securities Program 

6/30;75 6130174 6/30/75 6/30/74 

(in thousands) 

$ 195,528 $ 112,448 $ 5,958 $ 6,318 $ 12,820 $ 8,684 
1,487,571 1,707,424 4,088 10,657 

8,077 8,544 
3,285,830 1,165,350 8,920 

(4,016) 
8,185 

185 

S 4,981,360 

45,725 8,461 (8,041) (1,046) (129) 
7,962 3,781 2,124 

27 

151 

$ 3,047,453 $ 22,315 $ 20,129 $ 11,774 $ 8,555 
- 

$ 517,371 $ 426,001 $ 5,605 $ 5,868 $ 1,542 $ 954 
3,474,399 1,542,075 

989,590 1,079,330 16,710 14,240 

10,232 7,601 

47 21 

$ 4,981,360 $ 3,047,453 $ 22,315 $ 20,129 $ 11,774 $ 8,555 
- 

15 



:;JTES TO THE .ASSOCfATIOd n s FIN4WCI4L STATZCl.ef!JTS -.-_-----.-- .--.-- --.----_---- .-.- --- --.- ------_.-----__ _-_ 

GENERAL ------- 

The combined statements of financial condition, income, 
expense, anti retained earnings, and changes in financial po- 
sition exclude the activity of the 1ssociation as trustee 
for the Government obligations participation sales trusts, 
for which data is furnished in appendix I. 

iJOTE 1: ------ 
UBPAID TRINCIPAL OF ---------__---_--- -- 
NORTGAGE LOANS (sch. 1) ------------ 

The amounts reported for mortgage loans, including 
loans subject to the participation sales trusts, are reported 
at cost on the basis of unpaid principal less unamortized 
purchase discount, participation eauities, and deferred tan- 
dem plan discounts. Following are the amounts of unpaid 
princioal due to the Association from the mortgage debtors: 

lombined 

Special Xanageaent 
assistance and liouidat- 

functions ina functions -_--_--.-- --i --__-_ --_-- 

Gross mortgage 
portfolio $5,610,090.227 $5,227,475,129 $382,615,398 

Less unamortized 
discount -153 cicls CEi 147 775 671 -. -----L--.-'-- _ --5_,7_?_4_11_*0 -- 

Mortgages less 
unamortized 
discount $5 456,580 376 -r--.----c- -- $5 079 699 -L--.--r---r 458 $376 880 918 .--- - ---L-.--L--- 

NOTE 2: ---- 
TR;IS’-f &Ii-J DE-@3cTrP --A. _ -------.-- -_---.---- 
LIABILITIES (sch. 1) -.- ---__.--- 

The balances identified as trust and deoosit liabilities 
include only the oortion of mortgage tax and insurance pay- 
qent deoosits held directly by the Association. It is also 
responsible for payments by servicing contractors of taxes 
and insurance frcn nortgaqors' funds held in escrow in banks 
insured by the Federal Deposit Insurance Corporation: 
$24,325.776 at June 33, 1975, and $14,166,484 at June 30, 
1974. 
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NOTE 3: --. 
COKTINGENT LIABILITY AS GUARANTOR 
--__I “-------.------ 

OF MORTGAGE-BACKED SECURITIES ------ --w-w.----- 

The Association is contingently liable for about 
$17.7 billion pursuant to its guaranty of timely payment of 
principal and interest to holders of mortqaqe-backed secu- 
rities. The se securities are issued by financial organiza- 
tions and are based upon, and backed by, pools of FHA-insured 
and VA-guaranteed mortqage loans. 

NOTE 4: 
WA PLAN (scn. 2) ---.- 

As a means of holding down the cash outlays needed for 
a direct purchasing program, the Association has developed 
a so-called tandem plan, which provides for paying differen- 
tials between required investment yield prices and prices 
appropriate for meeting housing and economic stability goals. 
The Association issues advance commitments to purchase mort- 
gages. To the extent possible, it then transfers these com- 
mitments to private investors for completion of the mortgage 
financing transactions, making such transfers at prices based 
upon market requirements for mortgage investment yields. 
Xh2n the mortgage transactions are completed, the Association 
pays to the transferee-investor the difference between the 
advance commitment purchase price and the agreed-upon trans- 
fer price. When the Association is unable to dispose of an 
advance commitment before delivery of the final mortgage 
loans, it completes the purchase at the commitment price and 
places the mortqage loan for sale at auction. Tandem plan 
commitments totaled $11,778.8 million in fiscal year- 1975. 
Tandem plan expenses were $198.1 million. 

NOTE 5: 
COMMITMENTS To PURCHASE MORTGAGE --- 
LOANS AT FUTURE DELIVERY DATES (sch. 1) -- ----- 

In addition to the mortgage principal presently included 
in the accounts, the Association has advance commitments to 
purchase mortgage principal totaling $3.7 billion including 
corn-mitments sublect to tandem arrangements. 
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APPENDIX I 4PPEIVDIX I 

TRUSTEE OPERATI3DIS I-y-__-.__-- 

The Association manages the assets and Liabilities of 
tht ee trusts and iS the ‘JUZit.antOt of payments on the paretic- 
ipation certificates tne trusts issued. The three trusts 
a I. e tne Government MoL tgage Liquidat ion Tr ust, tne Federal 
Assets Liquidation Trust, and the Federal .Assets Financinq 
T1. ust . 

The agencies par-ticipating with tne Association as 
trustors in one OI- more of the three tr.usts are (1) t!le 
Farmers Home Administration, (2) the Department of CIealth, 
Educat i on, and We1 fare, (3) the Department of Housing and 
Urban Development, (4 I VA, and (5) the Small Business Admin- 
istration. 

These participatinq agencies conveyed title to assets 
(mortgages and housing-r-elated debt instruments) to the three 
trusts for which the Association is trustee; however, the 
agencies r.etsined control and administration of these assets. 
Then the trustee issued and sold to private investors partic- 
ipation certificates backed by these assets. The last sales 
were in 1968. The agencies used the proceeds from these 
sales to reduce funds borrowed fr-om the Treasury and to re- 
duce the use of Government funds for their programs. Cer- 
tificates outstanding at June 30, 1975, totaled $4.2 billion. 

The Association, as tr-ustee, receives from the trustor 
agencies the pr-incipal and interest collected on the assets, 
13s~ the agencies’ ser-vice char-ges. These funds ar-e used to 
pay interest on the participation certificates, pay trust ex- 
penses, and retie-e par-ticipation certificates at maturity. 
If these funds are not adequate, the Association requests ad- 
ditional funds fKOm the trUStOr agencies. .Specif ic appropr-ia- 
tions are available to the trustor- agencies fat- payment of 
participation sales insufficiencies. 

In the Government Mortgage Liquidation Trust, five is- 
sues of participation certificates, totaling $1.9 oillion, 
have been sold since the tl-ust was established. The last 
issue was so1.d in 1966. Dur inq fiscal year 1975, certifi- 
cates totaling $110 million were redeemed. The outstanding 
balance of the certificates was $770 million at June 30, 
1975. The certificates will mature at various times through 
1981. Collections received during the fiscal vear were 
sufficient to cover inter:est due on the certificates. 

In the Feder.al Assets Liquidation Trust, four issues of 
participation cer-tificates, totaling $3.2 billion, have been 
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APPENDIX I APPENDIX I 

sold since it was established. The last issue was sold in 
1968. During fiscal year 1975, no certificate redemptions 
we1.e made. The outstandinp balance of the certificates was 
$1 oillion at ,June 30, 1975. The cej.tificates mature at 
var ious times through 1987. Because net interest earned on 
the assets and cash deposits held fol the trustors were less 
than the interest expense incurred on the certificates, addi- 
tional contributions of $7.6 million were made to the trust 
by the tr ustors. 

In the Federal 4ssets Financinq Trust, four issues of 
participation certificates, totaling $4.3 billion, have been 
sold since the trust was established. ,The last issue was 
sold in 1968. The certificates will mature at various times 
through 1988. During fiscal year 1975, certificates total- 
ing $12.4 million were reacquired. The outstanding balance 
of the cer-tificates was $2.4 billion at June 30, 1975. Be- 
cause net interest earned on the assets and cash deposits 
held for the trustors were less than the interest expense in- 
curred on the certificates, additional contr-ibutions of 
$31.1 million were made to the trust by the tcustors. 

‘&e Ciiti not examine the following unaudited financial 
statements (sch. 4 throush 6). 
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A?PE;;lDIX I 
SCHEDULE 4 

UNAUDITED 

GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 

TRUSTEE FOR GOVERNMENT OBLIGATIONS PARTICIPATION SALES TRUSTS 

Comparative Statement of Financial Condition 
At June 30, 1975 and 1974 

Assets 

Obligations subject to trust: 
Principal 
Accrued interest receivable - net 
Total subject to trust 

Collections due from trustors 
Investments at cost plus unmatured 

net earnings 
Cash 

Total assets 

Combined Trusts 
6/30/75 6130174 

-(in thousands)- 

$3,5;y;; $3,836;,;;; 
3 . 

3,553,828 3,900,790 
27,372 24,761 

l,331,521 1,117,452 

$4,912,72Z 
23 

5,043,026 

0 

Liabilities 

Participation certificates: (note 1) 
Principal 
Accrued interest payable 
Total due certificate holders (note 2) 

Accounts payable 
Trustors' equity 661,810 668,299 

Total liabilities $4,912,729 $5,043,026 

$4,173,255 $4,295,635 
77,639 79,063 

4,250,894 4,374,698 
25 29 

The notes following schedule 3 of Appendix I are an integral part of this schedule. 
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APPENDIX I 
SCHEDULE 4 

Government Mortgage Federal Assets Federal Assets 
Liquidation Trust Liquidation Trust Financing Trust 

6/30/75 6/30/74 6/30/75 6/30/74 6/30/75 6/30/74 

(in thousands) 

$ 987,551 $1,096,138 
2,962 

$ 8158,5486; $ 914,785 $1,725,817 $1,858,596 
2,680 9 9,631 13,725 18,678 

990,231 1,099,100 824,055 924,416 1,739,542 1,877,274 
7,086 -O- 8,471 11,195 11,815 13,566 

312,864 319,704 

$1,310,18; $1.418,8;: 

$ 770,000 $ 880,000 
8j609 91989 

778,609 889,989 
14 18 

531,559 528,813 
$1,310,182 $1,418,820 

289,666 186,268 728,991 611,480 

$1,122,1968 $1,121,88: $2,480,34: $2,502,32; 

$l,O;;,W& $1,025,000 $2,378,255 $2,390,635 
I 21,713 47,317 47,361 

1,046,713 1,046,713 2,425,572 2,437,996 
5 5 6 6 

75,480 75,166 54,771 64220 
$1,122,198 $1,121,884 $2,480&S!& $2,5(X,322 
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APPENDIX I 
SCHEDULE 5 

UNAUDITED 

GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 

TRUSTEE FOR GOVERNMENT OBLIGATIONS PARTICIPATION SALES TRUST 

Comparative Statement of Income and Expense 
For the Fiscal Years ended June 30. 1975 and 1974 

Combined Trusts 
6/30/75 6/30/74 

(in thousands) 

Income 

Interest earned on obligations 

Subject to trust - net of 
allowance for servicing expense 

Investment income 
Total income 

$ 154,849 $ 164,621 
80,569 66,187 

$ 235,tlB $ 230,808 

Expense 

Interest on participation 
certificates 

Administration 
Total expense 

$ 241,419 $ 247,307 
253 358 

241,672 247,665 

Net income or (loss) from operations (6,254) (16,857) 

Interest contributions by trustors 38,694 40,986 

Interest retained by trustors (29,595) (57,422) 

Net Allocation to trustors $ 2,845 $ (33,293) 

The notes following schedule 3 of Appendix I are an integral part of this schedule. 
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APPENDIX I 
SCHEDULE 5 

Government Mortgage Federal Assets Federal Assets - - 
Liquidation Trust Liquidation Trust Financing Trust 

6/30/75 6/30/74 6/30/75 6/30/74 6/30/75 6/30/74 

(in thousands) - 

$ 48,881 $ 53,848 $ 32,762 $ 37,928 $ 73,206 $ 72,845 
19.378 22.354 $- 16.864 9.335 68,259 $ 76,202 $ 49,626 $ 47,263 $ $7,533 44.327. 

$ 40,282 $ 45,444 $ 53,100 53,100 $ 148,037 $ 148,763 
82 - 133 58 78 147 
40.364 

- 113 
45,577 53,158 53,178 148.,150 148,910 

27,895 30,625 (3,532) (5,915) (':JO,617) (41,567) 

-O- -O- 7,607 9,258 :)1,087 31,728 

(24,967) (53,823) (966) (3,400) (3,662) (199) 

$ 2,928 $(23,198) $ 3,109 $ (57) u.LE2) =- $ ,,10,038) 
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APPE:JDIX I 
SCdEDULE 6 

UNAUDITED 

GOVE&WENT NATIONAL MORTGAGE ASSOCIATION 

TRUSTEE FOR GOVERiWENT OBLIGATIONS PARTICIPATION SALES TRUSTS 

Compar&ive Statement of Changes in Financial Position 
For the Firscal Years Ended June 30, 1975 and lfiT'4 

ts 
6/30/75 6/30/74 

(in thousands) _,_ 
Funds Provided 

Income from operations 
Obligations subject to trust: 

Principal deposits 
Accrued interest receivable 

Collections due from trustors 
4dditional interest contributed 

by trustars 
Increase & (decrease) in cash 

Total funds provided 

$ 235,418 $ 230,808 

340,562 381,526 
6,398 11,513 

(2,611) 14,833 

9,099 (15,437) 
15 (16) 

$ 588,883, $ 622,227 

Funds Appliec! 

Expense of operations 
Retirement o,f pa;rtici‘pdation certificates 
Accrued intere.%t paya,ble 
Investments 
Additional 

aTcquired 
r-etaiued by 

Miscellane*ous TZrincipal accounts payable 
trustors 

$ y;m; $ 247,665 
110,000 

1:377 1,379 
224,756 190,877 

11,072 4 
72,306 

The notes following schedule 3 of Appendix I are am integral part of this schedule. 
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MPENDIX I 
SCiSEDfJLE 6 

Ckwernment Mortgage Federal Assets Federal Assets 
Liquidation Trust Liquidation Trust FinancinP: Trust 

6/30/75 6/30/74 6/30/75 6/30/74 6/30/75 6/30/74 
. 

(in thousands) 

$ 68,259 

108,586 
2"' 

(7,OE) 

$ %,202 

117,698 99,197 
(25) 1,164 

4,001 2,724 

(24,967) 
14 

(53,823) 
(14) 

$ 145,087 $ 144,039 

$ 40,364 $ 45,577 
110,000 110,000 

1,377 1,379 
(6,839) (83,613) 

181 70,698 
4 0 

$ 145,087 $ 144,039 S 159,352 

$ 49,626 

6,641 

$ 159,352 

$ 53,158 

103,398 
2,796 

$ 47,263 $ 117,533 $ 107,343 

105,827 132,779 158,001 
2,192 4,953 9,346 
2,018 1,751 8,814 

5,858 27,425 31,528 
(1> 1 0 

$ 163,157 $ 284,442 $ 315,031 

$ 53,178 $ 148,150 

105,792 128,197 
4,185 8,095 

2 

$ 163,157 $ 284,442 

$ 148,910 

168,698 
(2,577) 

$ 315,031 
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APPENDIX I 4PPENDIX I 

&JOTES TO THE TRIJST'S FITqANCIAL STATEMENT _--__-__-_---------- -__-_ -_-___----.----- 

_slOTE 1: ------ 
PARTICIPATION CERTIFICATES (sch. 4) ----_----.-__----------.---- 

The participation certificates of $2.4 billion in the 
Federal 4ssets Financing Trust do not include $84.7 million 
held by the trust as Treasury certificates. The certificates 
were purchased by the trust and are subject to reissue. 

LVOTE 2: ----- 
CONTINGENT LIABILITY AS GUARANTOR ----_--_--------_--_------------- 
OF TRUST LIABILITIES (sch. 4) ----_--_-----_-.-_--_ 

As trustee, the Association has legal title to all trust 
assets. Additionally, by virtue of a separate guaranty in 
its regular corporate capacity. the Association is contin- 
gently liable for the timely payment of principal and inter- 
est due the trust beneficiaries. 

The Congress has authorized appropriations to meet 
trust obligations, as may be necessary. The trustor Federal 
agencies having control and administratio:: of t!le obligations 
subject to the trusts have provided much of the financial 
data in schedules 4 through 6 of appendix I. 
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APPENDIX II APPENDIX II 

PRINCIPAL OFFICIALS -----.--e--------s- 

RESPONSIBLE FOR THE ACTIVITIES ----.-.-. -- -_---- --- --------.a---.-- 

DISCUSSED IN THIS REPORT ----- ---------- ----- 

SECRETARY OF HOUSING AND URBAN 
DEVELOPMENT: 

Carla A. Hills 
James T. Lynn 

ASSISTANT SECRETARY FOR HOUSING 
PRODUCTION AND MORTGAGE 
CREDIT AND COMMISSIONER OF 
THE FEDERAL HOUSING ADMINIS- 
TRATION: 

David S. Cook 
David M. DeWilde (acting) 
Sheldon B. Lubar 

GOVERNMENT NATIONAL MORTGAGE 
ASSOCIATION: 

Daniel P. Kearney, President 
Woodward Kingman, President 
Richard C. Dyas, Executive 

Vice President 
John L. Burke, Vice 

President--Fiscal 
Management 

Albert J. Fulner, Jr., 
Secretary-Treasurer 

Raymond J. Seitz, Controller 

Tenure of office __________I_- -_--------- 
From To -- -a-- 

Mar. 1975 
Feb. 1973 

Sept. 1975 
Dec. 1974 
June 1973 

July 1974 
May 1971 

Apr. 1970 

Mar. 1972 

Nov. 1969 
June 1972 

Present 
Feb. 1975 

Present 
Sept. 1975 
Nov. 1974 

Present 
July 1974 

Present 

July 1975 

Present 
Present 
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