


FOREWORD

his edition of the ‘“Background and History’’ represents a re-

vision and update of the 1973 issue. The ‘“Background and His-
tory”’ was introduced in order to provide readers with an analysis of the
considerations which led to the creation of the Federal National Mort-
gage Association and its subsequent development. It also discusses
some of the economic and credit market conditions influencing the
mortgage market and FNMA activity. The objective of this revision is an
update of the history of the corporation, its programs, practices, and
activity.

Government activities carried on by FNMA through September 30,
1968, are included in the appendices. Information on those programs
since that date are available from the Government National Mortgage
Association.

The current revision represents the work of our economics staff with
assistance from several other departments.

ey Hunter
Chairman6f the Board and President




TABLE OF CONTENTS

Pre-1938 Housing Activities ....... [T eees
Early History of FNMA ... .. o i i i
The Federal National Mortgage Association Charter Act—1954 ... ..........
The Federal National Mortgage Association Charter Act—1968 ............
The Dilemma of the Mortgage Market ........... ... ..ciiiiiiivnnnn..
An Overview of FNMA Activity ... ...ttt eae
Sales of MOrtgages .. ... .. it it ittt
The Commitment Purchase Procedure ............. ..o,
Financing FNMA . ... .. i e e
Appendix A Lo e i e

Appendix B .. ... e e

Appendix C ..ottt i it e e

O N O N W W




x
.
-
.

BACKGROUND AND HISTORY

he Federai Government has been interested in

housing and housing problems for a little more
than three quarters of a century,! but its active and
continuing concern for the housing market covers
a span of four decades. Incident to the develop-
ment of housing policies during the period, it be-
came increasingly evident that housing stability and
growth are basically dependent upon mortgage
credit and the degree to which it is available.

The Federal Government entered the mortgage
field in the 1930’s for essentially two major reasons.
First, the disarray in the market was very great due
to the illiquid position in which many of the financial
institutions found themselves. Second, the fear that
was evident in the market during this period indi-
cated the need for some way of developing condi-
tions that would lead to long term solvency.

During the pre-1938 period, immediate or
short-term housing problems were met with a suc-
cession of Federal programs which ranged from
emergency relief measures to more far-reaching
steps to bring about fundamental improvements in
the financing and the distribution of the national
housing supply. Since then, and after several years
of thorough study by the Congress, a basic coordi-
nation and a fundamental policy and objective of
Federal housing operations have gradually been
developed. .

The initial endeavor of the Federal Government
to create a Government-sponsored source of liquid-
ity for residential mortgage financing was the
establishment of the Federal Home Bank System.
The system, which was created under the authority
of the Federal Home Loan Bank Act,2 was in-
tended to operate largely for the accommodation of
savings and loan associations and cooperative

banks which specialize in home financing to a
greater extent than other types of financial in-
stitutions. In addition to this, the 1932 Act au-
thorized the Federal Home Loan Banks to make
direct loans to home buyers who were otherwise
unable to find private financing for the homes they
wished to purchase or refinance.

The authority of the Federal Home Loan Banks
to make direct loans to individuals was repealed
with the enactment of the Home Owners’ Loan
Act in 1933. The Home Owner’s Loan Cormpora-
tion (HOLC), created by the act, was empowered
for three years after its establishment to refinance
existing indebtedness on 1-to-4 family dwellings of
borrowers who were faced with the loss of their
homes through foreciosure or tax sales. 3

The HOLC operations marked the beginning of
the utilization of large-scale Federal commitments
and obligations to supplement existing supplies of
private capital available for home construction and
home financing.

The Federal Housing Administration (FHA) was

another depression-born Federal Agency designed

1 Examples of the Federal Government's direct participation
in housing and home financing activities are listed on pages
19-20.

2P.L. 304, 72d Congress, approved July 22, 1932.

3P L. 43, 73d Congress, approved June 13, 1933. During
the three year period ended June 12, 1936, HOLC refinanced
the home indebtedness on 1,017,821 individual homes in the
aggregate amount of $3,093.4 million, principally through the
issuance of tax-exempt HOLC bonds to the holders of the
mortgages and by the payment in cash of delinquent taxes,
assessments and other such items. As a result of its operations,
and after paying all costs of its activities, HOLC returned net
eamings of some $14 million to the United States Treasury as
of December 31, 1951. The HOLC's corporate existence was
terminated February 3, 1954.




to improve the home financing system. It was
created by the National Housing Act, approved
June 27, 1934.4 This provided for low down pay-
ment loafts with the FHA insuring the repayment of
principal &nd interest. The fully amortized loan,
which had been an innovation of the HOLC, was
one of the FHA's outstanding features. It has
subsequently become the staple of the modern
day mortgage. In addition, the high loan-to-value
ratio of the FHA mortgage significantly broadened
the market for homes, making it possible, for the
first ime, for home ownership to be financially com-
petitive with home rental.

To qualify under the FHA program the mort-
gage, the mortgagor and the home itself had to meet
standardized criteria. This standardization was the
key to the development of a nationwide market of
government-underwritten loans. For the first time,
for example, a lender in New York City could with
some confidence purchase govemment-insured
mortgages from an originator in Topeka without
even seeing the property or interviewing the
mortgagor.

An additional step taken by the Federal Govern-
ment to promote the creation of some secondary
facility for marketing residential housing mortgages
was provided by Title Il of the National Housing
Act. This title provided for the establishment of
national mortgage associations, which were to be
private organizations chartered and supervised by
the Federal Housing Administrator, and authorized
them to borrow the funds needed for their opera-
tions through the sale to the public of notes, bonds,
debentures, or other such obligations.

Although it was generally believed that no diffi-
culty would be experienced in establishing the
acceptability of mortgages which had been insured
by the FHA under the provisions of the National
Housing Act, in fact, some mortgage lenders would
have little to do with these mortgages.

The home building industry needed a source of
mortgage credit to be made available to home pur-
chasers by direct borrowing from private financial
institutions, or a means of enabling lending institu-
tions to convert their already existing home
mortgage investments into new credit. Many finan-
cial institutions, even those with liquidity, were
reluctant to lend in the environment of the 1930’s,
especially on long terms and with moderate down
payments. Because of the foregoing, a market in
which originators of mortgages could sell their loans
was needed, not only to provide liquidity for FHA-

insured mortgages, but also to establish lender
confidence in such mortgages.

The Act gave the Federal Housing Administra-
tor the authority to charter national mortgage
associations which were designed to assist indirectly
in satisfying the need for home construction credit.
The primary purpose of the associations was to
purchase, hold, or sell FHA-insured mortgage loans
which had been originated by private lenders.

The creation of this supplementary source of
home mortgage credit was expected to generate a
greater degree of lender confidence in FHA-insured
loans, provide a means whereby an interchange of
mortgage funds could be more effectively accom-
plished between capital surplus and capital shortage
areas and establish more equitable national interest
rates. As primary lenders obtained a more depend-
able market for FHA mortgages, it was expected
that they would use the funds obtained from the
sale of existing mortgages for investment in new
mortgages.

Notwithstanding the inducements provided
by Title Il of the National Housing Act for private
enterprise to organize national mortgage associa-
tions, no private mortgage associations were formed
under authority of the legislation. The statutory
authority of the Federal Housing Administrator to
charter private national mortgage associations was
repealed by the Housing Act of 1948. 5

In March 1935, the RFC (Reconstruction Fi-
nance Corporation) created The RFC Mort-
gage Company under section 5(c) of the RFC
Act® ., . . to assist in the re-establishment of a
normal mortgage market.” The new organization
was intended to accomplish a variety of purposes,
including the origination and financing of mortgages
on apartment houses, hotels, and office buildings if
financing was not obtainable at reasonable rates
from private sources. Its activities were originally
limited to loans for new construction or to the fi-
nancing of income-producing real estate; however,
in order to ease the construction industry’s financing
problems, which resulted from the lack of an ade-
quate private secondary market, officials of the FHA

4P.L. 479, 73d Congress, approved June 27, 1934.

5P.L. 864, 80th Congress, approved July 1, 1948.

8 Section 5(c) was added to the RFC Act on January 1, 1935,
by P.L. 1, 74th Congress. The Company was initially furnished
with a $10 million revolving fund by the RFC which was later
expanded to $25 million. Needed borrowings were effected
from the RFC. This section also authorized the RFC to subscribe
to the capital stock of national mortgage associations.
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and the RFC made arrangements to have the RFC
Mortgage Company assist in the development of
the mortgage market by its purchases of certain
FHA-ipsured mortgages covering residential hous-
ing.” Rurchases of VA-guaranteed mortgages were
begun'by The RFC Mortgage Company in October
19468 and purchases of both FHA and VA mort-
gages were thereafter continued through 1948
under contracts entered into on or before June 30,
1947, at which time The RFC Mortgage Company
was ordered to be dissolved.®

EARLY HISTORY OF FNMA

It had become apparent by early 1938 that the
volume of mortgage purchases by the RFC Mort-
gage Company might be insufficient to meet the
mortgage demands of the housing industry. In
recognition of this fact and also because no national
mortgage association had been established under
the existing legislation, the President of the United
States requested on February 8, 1938, that the
Chairman of the RFC organize a national mortgage
association. The new organization was designed to
provide assistance to the mortgage market by pur-
chasing from lending institutions FHA-insured
mortgages on homes on which construction had
begun after December 31, 1936.

In compliance with the Presidential directive
and pursuant to Title Ill of the National Housing Act,
the organization known today as the Federal Na-
tional Mortgage Association (FNMA) was chartered
on February 10, 1938. The original charter, issued
by the Federal Housing Administrator, was under
the name ‘‘National Mortgage Association of Wash-
ton.” On April 1, 1938, however, the name was
changed to ‘“‘Federal National Mortgage Associa-
tion.”” 1 The Association began operations with
initial capital of $10 million and paid-in surplus of
$1 million provided by the RFC, which maintained
supervisory control over the Association. FNMA re-
mained a subsidiary of the RFC until September 7,
1950. The first purchase of mortgages was made by
the Association on May 5, 1938.1? '

In 1944, the Serviceman'’s Readjustment Act of
1944, more commonly known as the Gl Bill of
Rights, was enacted. It provided for a mortgage
guarantee program in many ways similar to the ex-
isting FHA program. The major difference, how-
ever, was that the VA loan provided a percentage
guarantee of the amount of the loan up to a total
dollar ceiling for each veteran. In 1948, FNMA was

authorized to purchase these loans and its first pur-
chase was made in 1949,

On September 7, 1950, the Association was
transferred to the Housing and Home Finance
Agency (later the Department of Housing and Urban
Development).'2 The transfer was undertaken in
order to better coordinate the secondary market
functions of the Association with related housing
matters under the direction of HHFA.

THE FEDERAL NATIONAL MORTGAGE
ASSOCIATION CHARTER ACT-1954

For several years various groups or organizations
interested in housing and home financing had
advocated the formation of a secondary market

T During the period from September 1935 through 1948,
purchases under contracts of The RFC Mortgage Company
included 63,424 FHA-insured mortgages in the aggregate
amount of $252.2 million covering residential housing on which
construction had begun on or after April 1, 1935.

8 Purchases of VA mortgages were authorized by P.L. 656,
79th Congress, approved August 7, 1946. Under this authority,
The RFC Mortgage Company purchased 24,070 VA-guaranteed
mortgages totaling $140.8 million during the period from
October 1946 through 1948.

9P.L. 132, 80th Congress, approved June 30, 1947. Actual
dissolution occurred April 8, 1948. The RFC Mortgage Com-
pany’s portfolio of mortgages at the end of June 1947 was
transferred to the RFC. Under Reorganization Plan No. 2 of
1954, dated April 19, 1954, and effective July 1, 1954, the
remainder of the RFC Mortgage Company’s portfolio con-
sisting of 58 FHA-insured mortgages ($0.1 million), 14,965
VA-guaranteed mortgages ($61.9 million), and 12 direct loans
($2.2 million) — a total of 15,035 loans aggregating $64.2 million
—was transferred to the Federal National Mortgage Association;
the same Plan also assigned to the Association the task of
liquidating for the Secretary of the Treasury four Defense Homes
Corporation loans (then under the jurisdicion of the RFC)
having unpaid principal balances of $41.5 million.

10 The Board of Directors authorized the change in corporate
name to the Federal National Mortgage Association on April 1,
1938, subject to approval by the Federal Housing Administra-
tion, which was given on April 11, 1938.

11 After temporarily suspending the purchase of FHA-
insured mortgages following the creation of the Association, The
RFC Mortgage Company re-entered the residential housing
field in July 1938 to lend further support to the FHA-insured
mortgage market by purchasing residential housing mortgages
which were ineligible for purchase by the Association.

12 Reorganization Plan 22 of 1950 was transmitted to the
Congress on May 9, 1950. Testimony and commentary regard-
ing that proposal and other data relating to the Association are
contained in the report of the Hearings before the Committee on
Expenditures in the Executive Departments (United States
Senate, 81st Congress) on Senate Res. 299 to disapprove
Reorganization Plan No. 22, June 28-29, 1950.




facility whick would have a limited amount of
Govermnment.participation and supervision and ulti-
mately becorne privately financed and operated. 13
The secondary market facility proposals advocated
by these segments of the housing industry were
among the programs that were considered by the
President’s Advisory Committee on Government
Housing Policies and Programs 4 during the latter
part of 1953. Title Il of the National Housing Act,
as amended by Title 1l of the Housing Act of 1954,
(P.L. 560, 83rd Congress, approved August 2,
1954) represented a working composite of various
plans and proposals providing for the establishment
of a secondary market facility for home mortgages,
which was intended to be financed by private
capital to the maximum extent feasible, with pro-
gressively decreasing dependence on Federal Gov-
emment financing and with the expectation that
the secondary market operations would ultimately
be transformed into an organization that would be
wholly privately financed and operated.

The Charter Act as it existed from 1954, to Sep-
tember 1968, specifically authorized the Federal
National Mortgage Association to conduct and to
maintain separate accountability for the three fol-
lowing-described principal activities or operations:

1. Secondary Market Operations. These opera-
tions, to be privately financed, were designed
to provide supplementary assistance to the
private secondary market for residential
mortgages by providing more liquidity for
mortgage investments.

2. Special Assistance Function. These functions
were to be operated exclusively for the ac-
count of the Government and almost entirely
with funds borrowed from the United States
Treasury. They were designed to provide
special assistance for certain residential mort-
gages when either the President of the United
States should deem it in the public interest or
Congress should specifically designate
special programs.

3. Management and Liquidating Functions.
These functions, to be operated exclusively
for the account of the Government, were
designed for the management of mortgages
acquired before 1954. 15

The Charter Act charged FNMA with the re-
sponsibility under its secondary market operations,
. . . to provide supplementary assistance to the
secondary market for home mortgages by providing
a degree of liquidity for mortgage investments

thereby improving the distribution of investment
capital available for home mortgage financing . . .” 16

In order to accomplish this supplementary func-
tion in the market, FNMA was directed that: “In
the interest of sound operation, the prices to be
paid by the corporation for mortgages purchased
in its secondary market operations under this sec-
tion should be established . . . within the range of
market prices for the particular class of mortgages
involved, as determined by the corporation.” 17

Further, since the function of the secondary
market activity of FNMA was to provide supplemen-
tary assistance to the mortgage market, “the volume
of the corporation’s purchases and sales, and the
establishment of the purchase prices, sales prices,
and charges or fees, in its secondary market opera-
tions . . . should be effected only at such prices and
on such terms as will reasonably prevent excessive
use of the corporation’s facilities . . .”” 18

Finally, FNMA was to accomplish this supple-
mentary function and meet the requirements
outlined below and yet be self-supporting. This self-
supporting provision further evidenced the Con-
aressional intent that the Secondary Market Op-
erations were to be managed, to the maximum
extent practicable, as the operations of a wholly
private corporation would be managed. ?

The Charter Act further provided that, as
promptly as practicable after all of the preferred
stock held by the Secretary of the Treasury had
been retired, the Housing and Home Finance Ad-
ministrator (later the Secretary of Housing and

13 Organizations such as the National Association of Home
Builders, the Mortgage Bankers Association of America, the
National Association of Real Estate Boards, and the United
States Savings and Loan League were among those that pre-
pared proposals relating to the formation of a new secondary
market facility with the Association’s portfolio as a nucleus.

14 The Committee met in Washington during the period of
September to December 1953, and considered broad phases
of the housing situation. The report of the Committee was
transmitted to the President by the HHFA Administrator on
December 14, 1953. The Association’s portion of the report was
prepared by the Subcommittee on Housing Credit Fadilities.

18 The Association was subsequently authorized by a series
of legislative acts to acquire under its Management and Liqg-
uidating Functions any mortgage covering residential property
offered to it by any Federal instrumentality or the head thereof.
The various authorizations under the related legislation are
described on page 38.

16 Section 301(a), Federal National Mortgage Association
Charter Act as amended.

17 FNMA Charter Act, op. cit., Section 304(a) (1).

18 Section 304(a) (1).

19 Section 304(a) (1).




Urban Development) should fransmit to the
President of the United States, for submission to
the Congress, recommendations for such legisla-
tion as would be necessary or desirable to make
appropriate provisions to transfer to the holders of
the outstanding FNMA common stock the assets
and liabilities of the Corporation in connection with,
and the control and management of, the Secondary
Market Operations in order that its operations could
thereafter be carried out by a privately owned and
privately financed organization.

The goal to achieve a privately financed and
operated organization was established in recogni-
tion of the fact that the Secondary Market Opera-
tions were activities that logically belonged in the
private sector. The reformation of the Federal
budget to a unified basis in 1968, which would
have accounted for all of FNMA’s mortgage pur-
chases as Federal Expenditures, made the move to
private status, as soon as possible, absolutely
necessary.

THE FEDERAL NATIONAL MORTGAGE
ASSOCIATION CHARTER ACT-1968

Under the Housing and Urban Development Act
of 1968, FNMA as it existed on August 31, 1968,
was partitioned into two separate corporations.
One such corporation, to retain the name the Fed-
eral National Mortgage Association (FNMA), was
to become entirely privately owned. It consists of
the pre-September 1, 1968, privately financed
FNMA Secondary Market Operations. The other,
to be known as the Government National Mortgage
Association (GNMA), was to remain in the Depart-
ment of Housing and Urban Development and to
consist of the Special Assistance Functions and
Management and Liquidating Functions. This
legislation also provided specifically that FNMA and
GNMA could provide by contract for the operation
by either of any of the functions of the other.29 That
Act also provided for a transitional period during
which control of FNMA’s board of directors wouid
pass from the Govermnment to the stockholders. This
period was to end when at least one third of the
Corporation’s stock was held by persons or cor-
porations within the housing, real estate and
mortgage lending industries. This condition was
metin May 1970,

The Federal government maintains regulatory
power over the corporation through the Secretary
of Housing and Urban Development. His duty, ina
broad sense, is to insure that the purposes of

the Corporation, as specified in its charter, are
accomplished.

The Charter Act authorized the Board of Direc-
tors to determine the general policies which govern
the operations of the Corporation, to adopt and
amend the bylaws goveming the performance of
its powers, and to appoint persons to fill the offices
of President and Vice-President, and such other
officers as may be provided for in the bylaws.

There are 15 members of the Board, 10 of
whom are elected annually by the stockholders and
5 of whom are appointed annually by the President
of the United States. The board now elects its own
Chairman, but during the period 1954 to 1968,
however, the Administrator of HHFA (and subse-
quently the Secretary of HUD) was chairman.

The day-to-day business affairs of the Corpora-
tion are administered by its President as chief
executive officer. In addition to the offices of
President and several Vice-Presidents, the Corpor-
ation’s bylaws provide for the appointment of a
General Counsel, a Treasurer, a Secretary and a
Controller.2?

The Corporation is continually examined by its
internal auditing staff. The Charter Act empowers
the Secretary of Housing and Urban Development
to “. . . examine and audit the books and financial
transactions of the corporation . . . as he deems
advisable.” The corporation is also examined, as
are other private corporations, by a public account-
ing firm. The fiscal year of the Corporation ends on
December 31. 22

20 With this background, the rest of the text of the pamphlet
deals only with the Secondary Market Operation which is
presently the only function of FNMA. For some detailed dis-
cussion of the Special Assistance and Management and Lig-
uidating functions please see Background and History, the
Federal National Mortgage Association, 1970 and the appen-
dices to this volume.

21 The Presidents of FNMA and their terms of office are listed
below:

Sam Husbands ................ February 1938 to May 1946
GeorgeE. Allen................. May 1946 to January 1947
dohn D. Goodloe ......... January 1947 to September 1948

James L. Dougherty .. ... September 1948 to September 1950
dJ. Stanley Baughman . .. . September 1950 to December 1966
Raymond H. Lapin............ duly 1967 to December 1969
OakleyHunter.............................danuary 1970-

22Prior to the time that the Corporation became privately
controlled, the General Accounting Office of the United States
made an annual audit. A report of each audit was made annually
to the Congress by the Comptroller General.




THE DILEMMA OF THE MORTGAGE
MARKET

There is a basic dilemma in the mortgage market.
It stems from the fact that deposits at thrift institu-
tions as well as the availability of funds to other
mortgage lenders tend to move in the same way
over the credit cycle. That is, in periods of tight
credit availability, funds available for mortgage
lending tend to decline concurrently at all mortgage
lenders, while in periods of easy credit availability,
these funds tend to increase. In addition, those
mortgage lenders which have the authority to
lend or invest in other investment areas tend to shift
to these other markets in periods of tight credit.
Thus the need for secondary market facilities that
do not depend on cyclical credit availability is
important.

Home financing has many facets. On the one
hand, there are institutions, such as banks and
savings and loans, which obtain funds from de-
positors and invest these funds in mortgages as an
earning asset for their portfolios. These institutions
comprise the primary market where investors

_nommally allot-a portion of their available or
anticipated funds for permanent investment in resi-
dential mortgages.

This type of home financing is provided prin-
cipally by deposit institutions, such as savings and
loan associations, mutual savings banks, and com-
mercial banks. They have accounted for as much
as 87 percent of total residential financing in years
when deposit savings have been in large volume,
and as little as 70 percent in a year, such as 1969,
when new savings deposits fell to a very low level
and credit availability generally was stringent. Life
insurance companies also play a role in the resi-
dential mortgage market, but their participation has
declined considerably since the 1950’s. These in-
stitutions may be referred to collectively as primary
lenders and investors. They originate or acquire
mortgages largely for their own portfolios.

Although primary mortgage lenders and in-
vestors can have a network of correspondents, a
somewhat independent group of mortgage lenders
that originate mortgages primarily for sale to others
has also developed. This reflects several facts. First,
there are significant differences in the supply of
mortgage money relative to demand in various
parts of the country. Second, even within a major
metropolitan area or a given state, the location of
primary investors in relation to all areas of mortgage

demand may be substantially less than a good ~
match. Third, while primary investors can put their
own offices where there is mortgage demand or
develop agents or correspondents where the busi-
ness may be, this is not always economical. As a
consequence, independent lenders, some of which
may formerly have been correspondents, have
developed. These lenders, known as mortgage
bankers, provide the service of bringing the bor-
rower and primary investor together. The service of
mortgage bankers is more than a brokerage or
correspondent arrangement. The mortgage banker
originates mortgages for his own account in antic-
ipation of finding a ready market for such loans.
Indeed, a mortgage banker may, and frequently
does, obtain advance commitments to cover some
part of his business. The mortgage banker is a
primary lender, but he does not accept deposits
and usually does not have enough capital to make
permanent investments.

This is one of the elements giving rise to the
secondary market Mortgage bankers seek to sell
mortgages which they have originated. In addition,
a fair number of other primary lenders are also
sellers of mortgages because they are located in
mortgage markets which do not generate enough
savings to satisfy local mortgage demand. Thus, the
secondary market consists of purchase and sale
transactions between organizations which originate
mortgages for their own account, but expect to sell
all or some part of their originations, and institutions
which buy mortgages to supplement their own
origination activities. The secondary market is a
stream, spreading and weaving to interconnect
various elements of the mortgage market through-
out the country.

The secondary mortgage market is not a highly
organized market in the sense that markets for
stocks, bonds, and agricultural commodities are
organized. It has no common gathering place where
buyers and sellers may meet to complete their
transactions. It is an ill-defined and poorly under-
stood phase of the complex financial structure
which comprises the market for residential housing
mortgages. But while it does not have a formal
structure, the secondary mortgage market is mean-
ingful in a special sense to each of its participants.

As mentioned briefly above, the secondary
market for residential housing mortgages may be
defined as the aggregate of all purchase and sale
transactions of residential mortgage instruments.
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The need for supplementary assistance in this
secortdary market arises due to the cyclical nature
of mortgage credit.

During periods of tight credit the availability of
funds for mortgage investment has tended to
decline dramatically as the flow of savings to thrift
institutions diminishes, largely because individuals
invest more in open market securities when interest
rates are high. At the same time, institutions such as
commercial or mutual savings banks which make
residential mortgage loans or purchase mortgage
loans in the secondary market, to the extent they
have funds available, shift these funds to other
forms of investment. Consequently, mortgage
bankers who rely on the secondary market for the
permanent placement of their mortgage loans find
the traditional sources unavailable and turmn to
FNMA for financing. )

On the other hand, during periods of ease in
credit availability, the mortgage market in some
cases has attracted an overabundance of funds. It
is with the purpose of minimizing the extremes of the
mortgage credit cycle that FNMA acts as a second-
ary investor. Its services are generally called upon
most heavily during cyclical credit squeezes, as in

1966 and 1969-1970.

FNMA operates principally as a supplementary
source of mortgage funds, to provide liquidity to
mortgage originators during periods when mortgage
credit from other sources falls short of the market
needs.

How this is accomplished may be best illustrated
by an example. When a mortgage banker originates
a mortgage, he can finance it with a short-term bank
loan (this is known as warehousing) but eventually
he will have to sell that mortgage to an investor in
order to raise funds with which to finance additional
mortgage originations. He can sell the mortgage to
a number of permanent investors, such as savings
and loan associations, mutual savings banks, and
insurance companies. He can also sell that mortgage
to FNMA. However, this latter course may be some-
what less desirable. He must pay a fee in order to
obtain a commitment from FNMA to purchase that
mortgage. Hence, when other permanent investors
are in a favorable liquidity position, the mortgage
banker is more likely to sell mortgages to a primary
investor. When interest rates start to rise, savings
flows tend to taper off and other signs of credit
stringency start to appear, more and more the seller
of a mortgage must rely on FNMA for funding. He
obtains this funding by selling his mortgages to

FNMA, which in tum frees up his warehouse line of
credit to make new loans. Hence, FNMA acts as a-
residual supplier of funds in the mortgage market.
If the mortgage banker were unable to sell his
mortgage to FNMA, he would be unable to make
any further mortgage loans. Hence the mortgage
market would be severely restricted.

The above is, of course, a simple example, but
the generalization to the mortgage market as a
whole is straightforward. The magnitude of FNMA's
role in the mortgage market will be discussed in the
next section. It is sufficient to note here by way of
example, that during the 1969-1970 credit crunch
FNMA took 50 percent of all FHA and VA mort-
gages originated in the fourth quarter of 1969 and
the first quarter of 1970. By serving in its capacity
as a residual purchaser of mortgages in the
secondary market, FNMA aids in smoothing, al-
though certainly not eliminating, the cycle in
mortgage credit.

FNMA is able to do this by tapping large sources
of funds on a national scale. While primary mort-
gage lending is generally local in nature, the size of
FNMA and its preferred borrowing status in the
credit markets, as a Federally-sponsored credit
agency, allows it to gather funds from all over the
country and transfer these funds to the mortgage
market. In the process it also shifts funds from
capital surplus to capital deficit areas.

The fact that FNMA has recently expanded its
operations to include conventional mortgages adds
to the role it has to play in the secondary market.
FNMA will now be called upon to act as a backstop
to the conventional sector during periods of cyclical
decline in residential mortgage credit.

AN OVERVIEW OF FNMA ACTIVITY

FNMA started as a rather small factor in the mort-
gage market. By the end of 1954, after two months
of operation under the new Charter Act, FNMA had
a very small portfolio of mortgages acquired in its
secondary market operations By the end of 1974
the portfolio was almost $30 billion. How this
growth occurred and the impact of this growth on
the mortgage market is the subject of this section.

Purchases of mortgages increased substantially
from 1954 to 1956 so that the mortgage portfolio
had reached $648 million by the end of 1956. In
1957, with fairly tight credit conditions prevalent in
the economy, the Corporation purchased $1 billion
in mortgages. This purchase of $1 billion indicated
that FNMA was becoming an important factor in




the morfgage market. Referring to Table 1 it can
be seen that net FNMA activity accounted for more
than 11 percent of all 1-4 family residential mort-
gages made in 1957.

The relatively easy credit conditions that pre-
vailed in 1958 marked the first year of significant
FNMA sales. However, in 1960 as a result of the
credit crunch which began in 1959, FNMA again
was required to enter the market in a substantial
way, increasing its portfolio by more than $850 mil-
lion and accounting for almost 9 percent of single
family mortgage money.

The period 1961-1963 marked a watershed in
FNMA's growth. With the large availability of funds
for mortgages, FNMA became a significant and
consistent seller of mortgages during this period.
The details of FNMA's role as a seller of mortgages
will be discussed in a later section. It will suffice here
to note that over the years 1961-1963 FNMA sold
more than $1.5 billion in mortgages which combined
with repayments resulted in a decrease in the FNMA
portfolio, despite moderate purchases, from $2.9
billion at the end of 1960 to $2.0 billion at the
end of 1963. This was the only period of sustained
and significant sales of mortgages in the history of
FNMA. In 1964 sales were still important, although
not of the same order of magnitude as in the pre-
vious period, but in 1965 as the credit markets
began to tighten somewhat FNMA purchased a
relatively large amount of mortgages.

With the credit crunch of 1966, FNMA be-
came of much greater importance in the market.
That year marked the first time FNMA purchased
over $2.0 billion worth of mortgages. As a result,
FNMA'’s portfolio almost doubled to $4.4 billion
in 1966 from $2.5 billion in 1965. Moreover,
FNMA accounted for fully 18 percent of all home
mortgages in 1966.

The years 1967 and 1968 saw purchases well
over $1 billion each year and by the end of 1968
FNMA’s portfolio stood at $7.2 billion. With the
credit crunch of 1969-1970, FNMA, freed from
Federal Government budget considerations, pur-
chased over $4 billion of mortgages in each year, its
portfolio increasing by $3.8 billion in 1969 and
$4.5 billion in 1970. The impact on the mortgage
market of FNMA activity is made clear by noting
that in 1969 FNMA accounted for 24 percent of all
home mortgage financing and in 1970 for 35 per-
cent. By the end of 1970 FNMA's portfolio had
grown to more than $15.5 billion. The 1969-1970
crunch was a clear indication of the importance of

TABLE 1
FNMA AND THE MORTGAGE MARKET

Total Change in FNMA Change in FNMA
Home Mortgages Portfolio* portfolio as a % of

Years (billions) (millions)  total home mortgages
1955 13 $ 86 q

1956 11 563 51

1957 9 987 11.0

1958 10 255 2.6

1959 13 669 51

1960 10 853 8.5

1961 12 (31) (.3)
1962 14 (25) (-2)
1963 16 (785) (4.9)
1964 15 (65) (-4)
1965 15 523 3.5

1966 10 1,877 18.8

1967 13 1,126 8.7

1968 15 1,645 11.0

1969 16 3,778 23.6

1970 13 4,547 35.0

1971 37 2,299 6.2
1972 51+ 2,000 3.9
1973 50* 4,293 8.6*
1974 37* 5,395 14.6*

*Includes multifamily mortgages. These mortgages were of
limited importance in FNMA’s portfolio untit 1971 and 1972.

FNMA'’s ability to help moderate the mortgage credit
cycle. Despite FNMA’s substantial assistance, the
mortgage market had decreased from $15.4 billion
in 1965 to $10.4 billion in 1966 or by one third. In
1969 the mortgage market actually increased by
$.3 billion dollars before decreasing about $2
billion dollars in 1970. Clearly much of the
moderation in that decrease, despite severe credit
restriction, was due to FNMA.

With credit readily available in 1971 and 1972,
FNMA, although still purchasing a substantial
amount of mortgages, was well below the levels of
1969 and 1970. Further, FNMA sold more than
$200 million in mortgages for the first ime since
1963. As a result of these sales as well as repay-
ments, the net change in FNMA's portfolio in 1971
and 1972 was only half that of the 1969-1970
period (see Table 1). This represented substantially
less than 10 percent of the increased flow of funds
to the mortgage market. 23

23For a further discussion of the importance of FNMA to
the mortgage inarket see Harmry S. Schwartz, “The Role of
Govemment-Sponsored Intermediaries” in The Federal Re-
serve Bank of Boston, Conference Series No. 4, Housing and
Monetary Policy, October, 1970, pp. 77-78.




A record volume of mortgage purchases was
made,by FNMA in 1973 and again in 1974. Record
high igflation rates and a restrictive monetary policy
coupléd with a high demand for credit combined to
create conditions which resulted in a reduction in
mortgage credit available from thrift institutions,
which experienced a reduction in net savings in-
flows. Consequently, FNMA’s commitment and
purchase activity increased sharply. Exclusive of
commitments assigned by GNMA, FNMA commit-
ments totaled $4.2 billion and $5.4 billion in 1973
and 1974, respectively {or $8.9 billion and $10.8
billion in 1973 and 1974, respectively, if GNMA
assigned commitments are included). FNMA mort-
gage purchases in 1973 were a record $6.1 billion
and $7.0 billion in 1974, also a record.

Correspondingly, the proportion of total net
new residential mortgage credit provided by FNMA
increased in 1973 and 1974 from 1972. In 1972,
FNMA'’s net new residential mortgage investment
was $2.0 billion or 3.9 percent of total net new
residential morgages investment. In 1973, FNMA’s
net new residential mortgage investment was $4.3
billion or 8.6 percent of a $50.2 billion total. In
1974, FNMA’s net new residential mortgage in-
vestment of $5.4 billion provided 14.6 percent of a
$37.0 billion total.

SALES OF MORTGAGES

FNMA is sometimes referred to as a secondary mar-
ket for mortgages. This reflects the fact that some
proponents of the 1954 Charter Act believed that
the mortgage market would be assisted if it had
available to it the type of secondary market which
exists for securities. It is interesting to note, how-
ever, that the Charter Act itself states that *‘Con-
gress declares that the purposes of the (Act) are
to establish secondary market facilities. . .’ rather
than a secondary market.

A secondary market implies that there are
buyers and sellers with quite different motives for
holding securities or whatever commadity is being
traded and therefore there are frequent or almost
continuous purchases and sales of the security or
commodity being discussed. As has been pointed
out earlier, the basic dilemma of the mortgage
market is that the permanent investors in mort-
gages are generally influenced by the same forces
at about the same time. Consequently, mortgage
money is plentiful or short at deposit institutions
and insurance companies at about the same time.
Therefore, those who have to rely on the secondary

market must turmn to a facility such as FNMA which
supplies supplementary liquidity by purchasing
mortgages during periods of credit stringency.-
Conversely, it sells mortgages during periods of
credit ease.

To illustrate this further, we can look at partic-
ular time periods. By the end of 1961, FNMA had
accurnulated $2.8 billion in mortgages with pur-
chases in excess of $1 billion in 1957 and almost $1
billion in 1960. During the period from 1954 for-
ward, there were sales of mortgages in almost
every year but these were sometimes in nominal
amounts, with large sales approaching or slightly
exceeding half a billion dollars in 1958 and 1961. It
is well to note that 1958 was a year of very low
purchases.

Even as early as 1961, it was evident that during
any one period of time FNMA would either be pri-
marily a purchaser or a seller of mortgages. This
is even more pronounced if one examines monthly
data.

Beginning in 1961, FNMA was a very sub-
stantial seller for a little over three years with an
unusually large volume —almost $800 million was
sold in 1963. In 1963 and again in 1964, FNMA
purchased only a modest volume of mortgages.
Since 1963 and particularly since 1965, FNMA has
sold only nomimal amounts of mortgages in almost
every year with the exception of 1971 and 1972.
The sales were confined to the first quarter in each
of these years and reflected the fact that there were
sudden surges in flows of savings to deposit institu-
tions without a commensurate increase in the de-
mand for mortgage money. In effect, sales of mort-
gages by FNMA indicate an excess availability of
mortgage money at deposit institutions either on a
very brief basis or for a somewhat longer period as
was evidenced in the early 1960’s. These periods
of very heavy savings flows and excess mortgage
money availability coincide, as a rule, with either
periods of significant credit ease or a significant
moderation in credit stringency. In those periods,
the developments are just the reverse of those in
which purchases by FNMA are the rule of the day.

During periods of tight credit, savings flows
diminish and lenders shift away from the mort-
gage market, necessitating as has already been
pointed out, substantial assistance to the mortgage
market by FNMA. On the other hand, when credit
is easy and there is a plentiful supply of funds at
deposit institutions and at thrift institutions in par-
ticular, an excess demand for mortgages above




mortgage needs tends to develop. In those circum-
stances, '_permanent investors will approach those
mortgage originators that are not permanent in-
vestors, such as mortgage bankers, and confront
them with a greater demand for mortgages than
they can deliver. Given this kind of demand, mort-
gage bankers and indeed some deposit institutions
will turn to FNMA in an attempt to satisfy the needs
for mortgages.

FNMA, on the other hand, is very conscious of
the fact that its principal role is to provide supple-
mentary liquidity to the mortgage market. It there-
fore tends to maintain a position which will not
damage the availability of mortgage funds. It follows
a policy which releases mortgages to the market
only under conditions which are characterized by
an excess of mortgage money. It can do this
through its pricing policy and, as a rule, as is the
case with any secondary market facility, it requires
a price for its sales above that for its current pur-
chases. If buyers appear under such circumstances,
then it is clearly evident that the secondary market
is short of mortgages.

In summary, FNMA’s sales activity has been a
tool for assisting permanent investors to obtain
access to a ready supply of mortgages in periods of
great credit ease. From an economic and mortgage
market point of view, FNMA therefore has been
primarily a secondary market facility over time.
That is, it has been primarily a purchaser in some
periods and primarily a seller in others, rather than
a continuous buyer and seller, or in effect, a dealer
in mortgages.

THE COMMITMENT-PURCHASE
PROCEDURE

This section is concermned with the programs by
which FNMA attempts to cope with the mortgage
market dilemma by providing supplementary as-
sistance to the secondary market.

The Corporation purchases acceptable FHA,
VA, and conventional mortgages from lenders,
including banks, savings and loan associations,
mortgage companies and other organizations that
have qualified as eligible sellers and have executed
an appropriate Selling Agreement with the Cor-
poration. Also, the Corporation is authorized to
purchase certain mortgage loans insured by the
Farmers Home Administration of the Department
of Agriculture. Usually the seller is also the serv-

icer, although, FNMA does permit assignment of
servicing with prior approval.

The basic committing and purchasing proce-
dures follow. The specifics can be obtained from
the FNMA Selling Agreement.

Free Market System—On May 6, 1968, the
Corporation initiated this system of pricing and
purchasing home mortgages. [nitially the Free
Market System (FMS) was solely for the purchase
of FHA and VA insured mortgages. In February
1972, however, with the implementation of the
authority to purchase conventional loans, the FMS
was expanded to include conventionally financed
mortgages.

This competitive auction procedure for home
mortgages replaced an immediate or over-the-
counter purchasing procedure. Under the prior
system, purchasing was done at posted prices,
established by the Corporation from time to time.

The FMS originated from the idea that the prices
or vields for mortgages would be determined by a
bidding and acceptance process. This, it was
thought, and experience has proven, would make
for a more flexible pricing of mortgages and more
closely reflect market conditions than the previous
practice of purchasing mortgages at posted prices.
Originally FNMA specified a dollar limitation on
available commitment funds on 3, 6, 12, 15, and
18 month commitment periods for FHA and VA
insured mortgages. This specification of a maximum
amount of available funds for each auction did not
match market requirements, particularly in a rapidly
changing environment.

FNMA ceased to specify a maximum amount of
funds available following the February 8, 1971,
auction and simply stated when the commitment
auctions would be held. This method, it was felt,
would prove less constraining on the Corporation,
as the decision on maximum commitment volume
could be determined based on the amount of bids
received, the vields offered, and the projected
capital and mortgage market conditions rather than
on a pre-announced maximum of available funds.
Thus, FNMA could better serve the residential
lending sector.

In July 1971, FNMA ceased to make FMS com-
mitments on the 6, 12, 15, and 18 month basis,
for these commitments were not felt to be serving
the intended purpose. In addition, the long-term
commitments exposed FNMA to substantial risk.
These longer, term commitments were replaced in
October 1972 by Convertible Standby commit-




ments sfor FHA/VA home mortgages, and in
Januarg 1973 by Convertible Standby Commit-
ments for conventional home mortgages. These
commitments, which will be discussed later, are for
12 months.

In October 1971, FNMA changed the 3 month
commitment term to a 4-month term, to serve the
sellers better as they experienced a slowdown in the
processing of FHA mortgages. The most recent
major change of the FMS procedure occurred in
February 1972 when conventional mortgages be-
came acceptable for FNMA commitments in the
FMS auctions.

Conventional mortgages have traditionally
comprised about 70 percent of all home mortgage
originations. FNMA will purchase conventional
mortgages with loan-to-value ratios-up to 95% if
the excess over 80 percent is insured by an accept-
able insurer or, in some situations, if the seller
agrees to repurchase the mortgage in the event of
default.?* FNMA exercises careful underwriting to
assure that conventional mortgages meet such
standards as to make them generally acceptable to
institutional investors.

Because some lenders wish to be assured of a
buyer for the permanent mortgage before they
agree to originate the loan, FNMA is prepared to
give prior approval of property and borrower. Prior
approval of property alone, before the credit por-
tion of the application is submitted, is available for
both existing and proposed construction.

FNMA'’s activity in the conventional mortgage
area has continued to expand since inception of the
program in February 1972. During the 11 months
the conventional program was in operation in
1972, FNMA purchased $55 million in conven-
tional mortgages. Conventional mortgage pur-
chases amounted to $938 million in 1973 and
$1.13 billion in 1974. At the end of 1974, FNMA’s
conventional mortgage portfolio totaled $2.08
billion. :

FNMA’s FMS auctions for FHA, VA and con-
ventional mortgages are generally held bi-weekly.
A separate auction is held for the FHA and VA
mortgages from that for conventional mortgages.
A qualified seller wishing to make a bid to sell
mortgages to the Corporation telephones FNMA
on the day of the auction and specifies his bid
amount and the yield he will accept on the package
of loans he is offering.

24 Prior to November 6, 1972, the maximum loan-to-value
ratio on conventional mortgages FNMA would purchase was
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FNMA determines what the lowest vield it will
accept at the auction is and every seller that has
tendered a bid to the Corporation above this yield
is accepted. The selling organization then has a
period of four months in which it may deliver all or
part of the amount specified in its accepted bid. This
is an optional delivery commitment, and delivery of
the mortgages is at the discretion of the seller.

Sellers not willing to accept the possibility of
their bid being rejected can make non-competitive
bids which are automatically accepted at the aver-
age vield of all accepted offers. Noncompetitive
bids are subject to a smaller dollar limit than
competitive bids.

This auction of forward commitments assures
the seller of a ready buyer for its mortgages at a
specified vield, thus giving it flexibility in its
mortgage operations.

Convertible Standby Commitments are issued
for both FHA-VA and conventional mortgages.
FNMA began issuing these commitments on
October 24, 1972, for FHA-VA loans and on Jan-
uary 30, 1973, for conventional loans. These 12-
month commitments are for FHA-VA mortgages
on 1-4 family units and for conventional mort-
gages on single-family residences.

The vield required is determined periodically by
the Corporation and is related to yields obtained in
the FMS auctions, adjusted for future assumed in-
terest rate risks.

The holder of a Convertible Standby Commit-
ment, may, after four months, request the conver-
sion of the commitment to a yield equal to the
average yield accepted in the FMS-FHA/VA or
conventional auction for 4-month commitments
immediately preceding the date of conversion.
Upon conversion the remaining commitment
period is reduced to 4 months, but in no case can it
exceed the expiration date of the original commit-
ment.

At the end of 1973, a total of $1.3 billion in
convertible standby commitments were outstand-
ing. This volume dropped slightly to $1.1 billion on
December 31, 1974.

90 percent. This maximum ration was increased to 95 percent so
as to bring the Corporation more in line with current lending
practices in the residential housing field. In January, 1973, the
Corporation also eliminated the yield differential of ' of 1 per-
cent it required for mortgage loans it purchased where the loan
to value ratio was in excess of 90 percent. The Housing and
Urban Development Act of 1974 increased from 75 percent to
80 percent the maximum loan-to-value ratio loan FNMA could
purchase without insurance by qualified insurers.




Thus, the co?gvertible commitment gives the
lender the security of a firm 1-year commitmentat a
specified yield, with the option of taking advantage
of improvement in the market.

Standby Project Commitments—This type of
FINMA Commitment is for FHA project mortgages,
which encompasses, among others, multi-family
structures. A Standby Commitment for a period of
24 months, at a specified vield, can be obtained
from the Corporation by an approved seller. This
commitment yield is determined periodically by
the Corporation and it reflects current yields and
the inherent risk involved in making a firm periodic
commitment at a specified yield for a term of 2
years. The standby commitment is an optional de-
livery commitment, but upon delivery to FNMA the
purchase price will be adjusted (but not to exceed
par) to yield FNMA the lesser of, (1) the yield set
forth in the commitment contract or, (2) the yvield
applicable to Immediate Purchase Contracts at the

date of disbursement of the loan proceeds by
FNMA.

Immediate Purchase Contracts are available to
approved sellers only if the FHA final insurance
endorsement has been received. Yields required on
these mortgages are related to the FMS auction
results.

FNMA also provides funds for loan advances for
construction or rehabilitation of certain eligible FHA
projects, on a participation basis with the mortgage
seller, where the long-term permanent financing
is to be provided by FNMA or GNMA. The Cor-
poration’s participation in this construction lending
activity cannot exceed 94 percent of the amount of
the advances insured by FHA. The interest rate
charged by FNMA on each participation amount is
set at the time the note is initially endorsed by the
FHA for mortgage insurance. The seller provides the
remaining percentage of financing and supervises
the construction advance for a share in the total fee.

In 1974 FNMA initiated a program for purchase
of mortgages on individual units in condominiums
and planned unit developments (PUDs). The con-
dominium and PUD program is part of FNMA's
conventional mortgage program. FNMA's opera-
tions in the conventional condominium and PUD
area will be restricted to the sale and purchase of
mortgages of such quality as generally meet the
purchase standards imposed by private institutional
investors. To implement this program, FNMA de-
veloped a comprehensive set of standards and pro-

cedures to assure appropriate credit, construction,
and market analysis before projects are approved.

From time to ime FNMA has purchased insured
loans from the Farmers Home Administration of the
Department of Agriculture. The required retum
on such purchases has been determined by
negotiations. -

FNMA-GNMA Tandem Plans are special agree-
ments between FNMA and GNMA under which
GNMA issues commitment contracts for the pur-
chase of mortgages, which are warehoused or
assigned to FNMA and subsequently purchased
by GNMA, FNMA, or other investors. In the case of
warehousing or under any other circumstances in
which GNMA may assign a commitment to FNMA,
FNMA receives the fuill amount of the fee or a pro
rata share of the fee depending upon the circum-
stances and the agreement which is applicable to
the particular program.

The original purpose of the Tandem Plans was
to maintain a special market for mortgages of
selected classifications backed by the Federal
Government in order to stimulate and support the
construction or rehabilitation of housing for low
and moderate income families. Tandem Plan
Agreements for GNMA program numbers 16, 17,
and 18 are of this type and are for government sub-
sidized mortgages.

Program 16. This program involves mort-
gages insured by FHA under Section 235 (j) which
is designed to enable lower-income families to buy
homes or memberships in cooperative housing pro-
jects. Under this program, FNMA may accept
commitments and make purchases at the same
price as that applying to reqular FHA commitments
and purchases. If the Government National Mort-
gage Association has made its commitment at a
higher price, it absorbs the difference.®

Program 17. This program involves project
mortgages insured by FHA under Sections 221 (d)
(3) (rent subsidy) or 236 (interest subsidy) and is
designed to reduce costs on certain rental and
cooperative housing projects designed for occu-
pancy by low-income families.

Prices for the Program 17 project mortgages
purchased by FNMA are determined by taking the
greater of (a) prices for the project standby, or (b)
the current over-the-counter price. However, in
those cases in which the Government National
Mortgage Association has made the commitment

= This Tandem Plan expired December 31, 1974.
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and chodses to deliver to FNMA, a special price
may apply. FNMA has granted a preferential price
2.75 percent above its regular price on the first $1
billion of such mortgages purchased in any year.
Thus far, FNMA has provided commitments for
about 90 percent of these project subsidized loans.

Program 18. This program covers single
family homes purchased by families with low and
moderate income under Section 235 of the Na-
tional Housing Act. This program involves an
interest subsidy, the results of which are similar
to the interest subsidies under Section 2362¢

Prices paid by FNMA for Program 18 mort-
gages are set to produce a yield to FNMA equival-
ent to the average yield obtained by FNMA at the
current 4-month free market auction.

The Tandem Plan arrangements between
GNMA and FNMA took on a broader scope with
the institution of Programs number 19 and 20 for
Operation Breakthrough Prototype Projects and
Housing on Guam, respectively. However, these
programs are relatively small in comparison to the
other Tandem Plans.

Program 19. This program involves project
mortgages insured by FHA but certified by HUD as
part of an Operation Breakthrough Prototype pro-
jest. These prototype mortgages represent the orig-
inal long-term financing of an Operation Break-
through Prototype project. Prices under this pro-
gram are comparable to those applying in Pro-
grams 17 and 18.

Program 20. This program covers 1-4 family
and project mortgages of properties located on
Guam. The Government National Mortgage As-
sociation makes the original commitment and im-
mediately assigns it to FNMA. FNMA accepts the
assignment at prices which are the same as those
applying for regular FHA commitments.

In 1974, the Tandem Plan Agreements were
expanded to include programs 21 and 22. Under
these programs certain FHA or VA mortgages are
eligible. The eligibility is limited to proposed con-
struction covered by project and existing construc-
tion on single family mortgages

Programs 21 and 22. These programs came
into being in July 1971 as a means of providing
additional support to the overall FHA-VA housing
market. Basically, these are price-support pro-
grams which support the market price of FHA-VA

2 GNMA has exercised its options to make purchases under
Program 18 since early 1973.

mortgages in periods of mortgage market instability.
Program 21 covers unsubsidized multi-family hous-
ing while Program 22 covers unsubsidized 1-4
family housing.

Assistance to the market is provided through an
above-market commitment price by GNMA. To
encourage commitment holders to seek other
buyers for these mortgages, GNMA agrees to sell
these commitments to the commitment holder at a
price usually below that which GNMA has agreed
to pay. This price differential, payable by GNMA, is
set at a predetermined level but is subject to change
with changes in mortgage market conditions.
FNMA's role in this program is that of administrator
and warehousing source. The costs of the price
subsidy are borne entirely by GNMA.#

Program 24: This program was created pur-
suant to the Emergency Home Purchase Assistance
Act of 1974. It covered non-subsidized FHA-VA
mortages at rates below market and 90 percent of
the funds ($1 billion) was for new homes. The rate
was 7% percent, effective January 22, 1975, and
terminating February 28, 1975.

This describes in very general terms the manner
in which the Tandem Plans operate. Currently,
some of the special assistance programs are in-
operative but may be reactivated by congressional
or executive authorization.

The important point to remember with the Tan-
dem plans is that, while FNMA may purchase
mortgages through these programs, it is actually
GNMA that is committing to purchase them. FNMA
simply agrees to purchase the mortgages if and
when the mortgages are delivered for purchase to
GNMA and GNMA requests purchase by FNMA.
Any net subsidy that results between the GNMA
commitment and the price FNMA pays for mort-
gages under these programs is borne by GNMA,

The Emergency Home Purchase Act of 1974
authorized GNMA to begin purchasing conven-
tionally-financed home mortgages. Previously, the
law allowed GNMA to purchase only those mort-
gages insured by FHA or VA. The first phase of the
program made available $1.5 billion through the
facilities of FNMA in 1974. An additional $2.0 bill-
ion was made available under the 1974 Act
through the facilities of FNMA in 1975. However,

# Because of revisions in the FNMA-GNMA agreement,
after November 10, 1974, GNMA warehouses its own commit-
ments and makes purchases for its own account for Programs 21
and 22.
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under thigprogram FNMA acts purely as agent for
GNMA since GNMA is the acquiring agency.

The legislation converting FNMA from an
agency of the Department of Housing and Urban
Development into a privately owned, privately
managed corporation provided that the Secretary
of HUD could (by regulation) require ‘‘that a rea-
sonable portion of the corporation’s mortgage
purchases” be related to the housing needs of the
low and moderate income families of the nation.
This activity was not to be an act of charity on
FNMA'’s part, but rather was to be done in such a
manner as to provide “‘a reasonable economic re-
turn to the corporation.”

Another method of committing and purchasing
of mortgages by GNMA is through GNMA sales
auctions. From time to time GNMA holds auctions
of mortgages it has purchased and invites potential
buyers to submit bids for the mortgage packages.
FNMA participates on the same basis as any other
buyer in these auctions.

Committing and purchasing procedures by the
corporation through its various mortgage programs

_.are in_a continuous state of flux. In view of the

rapidly changing character of the mortgage mar-
ket, FNMA is continually reviewing, adjusting, and
changing all phases of its current programs, as well
as searching for new methods to improve its secon-
dary market operations.

FINANCING FNMA

FNMA depends heavily on the money and capital
markets to obtain the funds necessary to support
its operations. Toward this end, FNMA has issued
several types of corporate obligational securities.
Obligations issued by FNMA as well as several other
government sponsored corporations and agencies,
are known as ‘‘Federal Agency Securities,”” despite
the fact that FNMA is no longer owned by the fed-
eral government but is instead owned entirely by
private stockholders. FNMA's securities possess
the following characteristics in common with many
other Federal Agencies’ securities:
1. They are issued under the authority of an
Act of Congress.
2. They are exempt from registration with the
Securities and Exchange Commission.
3. They are legal investments for Federally
supervised institutions.
4. They are issuable and payable through the
facilities of the Federal Reserve Banks.
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5. They are eligible collateral for Federal Re-
serve Bank advances and discounts.

6. They are ‘“‘public securities” eligible to be
purchased and held without limitation by
National Banks.

7. They are supported or ‘‘backstopped” by an
authority to borrow from the Federal
Treasury.

8. Their issuance must be approved by the
U. S. Treasury Department.

One type of security issued by FNMA, short-
term discount notes, is comparable to commercial
paper. These notes, which are marketed by FNMA
through four distributors, are tailored to the indi-
vidual needs of investors within a maturity range of
30 to 270 days. The rate of return is announced
from time to time and remains in effect until
changed. Many of these obligations are bought by
private corporations and state and local govern-
ments which have temporarily idle funds to invest.

This form of financing serves as a supplement
to the Corporation’s principal method of borrowing
through the issuance of debentures and provides it
with a considerable degree of operational flexibility.
Since short-term rates are typically lower than long-
term rates, for example, issuance of discount notes
as opposed to longer-term obligations reduces the
overall costs of borrowing by FNMA. [ssuance of
discount notes also permits FNMA to hold off long-
term financing when market conditions are clearly
unfavorable and to wait for more favorable condi-
tions. Should FNMA have excess funds, the dis-
count notes offer a ready opportunity to retire debt.

Debentures, which are similar to the bonds
issued by other private corporations, are currently
issued for periods from about 3 to as long as 25
years. The funds obtained from these securities
are usually used to redeem debentures sold eatlier,
and in some cases discount notes, and to buy more
mortgages.

The notes and debentures are available only in
relatively large dollar amounts—a minimum order
of $50,000 for the notes and $10,000 for the deb-
entures. The high denominations are in part an
attempt to prevent a situation where individuals
would take small amounts out of a deposit ac-
count at a thrift institution and buy FNMA debt
instruments. If small denominations are available
when rates are high and institutions suffer
withdrawals as investors purchase securities
directly (called ‘‘financial disintermediation’’),
the issuance of small denomination securities by




FNMA opuld make the disintermediation worse.
Since financial intermediaries, especially savings
and loan associations, are a major source of mort-
gage credit, disintermediation would reduce the
amount of mortgage money generally available.

Subordinated capital debentures are general
obligations of the Corporation, some of which
contain stock conversion provisions. Principal and
interest on the subordinated capital debentures
are subordinated to any payments due on the reg-
ular debentures and short-term discount notes.

On September 30, 1971, FNMA issued $250
million of convertible subordinated capital deben-
tures bearing an interest rate of 4.375 percent.
These obligations have a maturity of 25 years but
are redeemable and are convertible into common
stock any time on or before maturity at a price of
$19.63 per share. The subordinated feature makes
them part of the capital base for senior securities.
This convertible feature makes them potential
equity since whatever amount of these obligations
are converted will increase FNMA'’s equity and thus
further increase its debt capacity.

The discount notes, regular debentures and
subordinated capital debentures are general debts
of the Corporation and are not identified with any
particular collateral. However, classification of these
obligations as Federal Agency securities, although
they are not guaranteed by the U. 5. Government,
permits maintenance of an adequate borrowing
capacity at favorable interest rates.

FNMA’s total borrowing authority is fixed from
time to time by the Secretary of Housing and
Urban Development. The maximum borrowing
authority is expressed as a multiple of the amount
of its capital base which for debt purchase includes
outstanding common stock, surplus and subordi-
nated capital debentures. Subordinated capital
debentures may be issued in ratio of $2 to each $1
of common stock plus surplus. The limitation on
outstanding regular debentures and discount notes
is established at $15 for each $1 of the capital
base, or at such higher levels as may be set by the
Secretary of HUD. At the end of 1972, the maxi-
mum borrowing authority in effect was $25 of debt
for every $1 of the capital base.25

% The maximum permissible borrowing ratio under the
Charter Act has been adjusted upward to its current level several
times since 1954. The barrowing ratio was 10:1 from August 2,
1954 to September 9, 1966, 15:1 from September 10, 1966,
until September 30, 1968, and 20:1 from October 1, 1968, to
December 4, 1969.

FNMA also has a borrowing authorization with
the U. S. Treasury which permits the Secretary of
the Treasury, at his option, to purchase up to $2.25
billion of FNMA obligations. While the Secretary
cumrently does not hold any obligations issued by
FNMA, this borrowing authorization is important
since the Treasury can be regarded as a potential
source of funds to meet maturing obligations or
finance current operations if funds cannot other-
wise be raised.

In addition to the Treasury back-up, FNMA also
maintains a sizable line of credit with a consortium
of the nation’s leading banks. Although the bank
line of credit has rarely been used, it does provide
additional flexibility should unusually adverse fi-
nancial conditions develop.

Finally, FNMA has also obtained long-term
funds from the issuance of mortgage-backed
bonds. Since the timely payment of interest and
principal on these bonds is guaranteed by GNMA,
an instrumentality of the U. S. Government, such a
guarantee invokes the full faith-and-credit of the
United States. #*

Like most other private corporations, FNMA
also finances its operations through the sale of
common stock. However, this source of financing
plays a less important role in FNMA than in most
other corporations.

From the inception of the secondary market
function under the Charter Act, stock was issued by
FINMA under a unique arrangement whereby seller
of mortgages or borrowers from the corporation
were required to buy FNMA stock. This legal re-
quirement has changed in various ways since 1954.
The Charter Act now permits the corporation to
require a subscription not to exceed 2 percent of
the unpaid principal amount of mortgages and
loans purchased or to be purchased by the Cor-
poration from such sellers. The Corporation deter-
mines this percentage from time to time with the
approval of the Secretary of Housing and Urban
Development, taking into consideration conditions
in the mortgage market and the general economy.
The current subscription requirement is .25 of 1
percent. No stock retention requirement is currently
imposed on sellers of multi-family mortgages.

# FNMA's authority to sell mortgage-backed bonds was
authorized by P.L. 90-448 approved August 1, 1968. The first
bonds on this type were issued by FNMA in the amount of $1
billion in 1970. No additional mortgage-backed bonds were
issued until 1973 when $280 million of direct placements were
negotiated with various state agencies.
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Serficers of mortgages for the corporation,
however, must at all times own a minimum amount
of the common stock. This minimum amount may
not exceed 2 percent as determined from time to
time by the Corporation, with the approval of the
Secretary of Housing and Urban Development, of
the aggregate outstanding principal balances of all
mortgages of the Corporation which have been
purchased under contracts executed subsequent to
September 1, 1968, and which are being serviced
by such servicers for the Corporation. The retention
requirement applicable to servicers with respect to
mortgages currently being purchased by FNMA is
.25 percent of the unpaid balance of the mortgages.

The Charter Act provides that the Corpora-
tion may issue additional shares to the investing
public in return for appropriate payments into
capital or capital and surplus. On November 12,
1970, Secretary of HUD approved the issue and
sale of additional common stock through a rights

16

offering which served to increase FNMA's capital
base by approximately $50 million. Stockholders
were offered the opportunity at that time to buy
one share for every eight shares owned, at a price
which was about 85 percent of the market price
when the rights were distributed. Approximately
98 percent of all rights were exercised during the
November 13, 1970, through December 1, 1970,
subscription period. The strong market reception
afforded the ‘“rights offering,” as well as the
convertible subordinated capital debentures in
1971, is evidence of an enthusiastic acceptance of
FNMA by the investing public.

In addition to borrowing and equity issues,
other sources of funds utilized by FNMA in financing
its operations are: (1) eamings, including fees for
various services or facilities; (2) income from in-
vestments other than mortgages; and (3) portfolio
liquidation, including sales.




«
.
-
v.

APPENDIX A
TABLE OF CONTENTS

Subject

Participation of the Federal Government in
Housing Activities

National Mortgage Associations—Statutory
Provisions and Criteria

Capitalization of FNMA
1. Pre-1954 Capitalization
2. 1954-1968 Capitalization
3. Post 1968 Capitalization

Preferred Stock
1. Issuance of Preferred Stock
2. Dividends on Preferred Stock
3. Retirement of Preferred Stock

Transfer of the Secondary Market Operations
to Private Ownership

Common Stock
1. Common Stock Subscription Require-
ments (Contributions to Capital)
a. Purchase of Mortgages or Loans
b. Loans on Mortgages
c. Resale of Stock
d. Servicing of Mortgages
e. Other Issuances
2. Issuance of Common Stock
3. Dividends on Common Stock
4. Eligible Common Stock Subscribers
and Holders
5. Treatment of Common Stock for
Federal Income Tax Purposes

Financing

1. Pre-1954 Association Financing

2. Post-1954 Association Financing—
Management and Liquidating Functions
Sources of Funds
a. Treasury Borrowing Arrangements
b. Private Borrowing Authority
c. Private Borrowing Arrangements
d. Investment of Surplus ML Funds
e. Eligibility of ML Obligations as

Legal Investments

3. Post-1954 Association Financing—

Special Assistance Functions

Page

19

24

24
24

24
24
24
24
24
25

25
25

Subject

a. Sources of Funds

b. Investment of Surplus SAF Funds
4. Post-1954 Financing-Secondary Market
Operations
a. Sources of Funds
b. Short-Term Discount Notes
c. United States Treasury Borrowing
Arrangements—Interim Borrowings
d. Sales of Debt Obligations or Trust
Certificates Against Pools of
Mortgages
e. Sales of Subordinated Obligations
(Capital Debentures)
f. Tax Status of the Corporation and
its Obligations
g. Eligibility of Obligations as
Legal Investments
5. Sales of Participations Under
Fiduciary Powers of the Association—
Management and Liquidating Functions
a. Government Mortgage Liquidation
Trust
Small Business Obligations Trust
Federal Assets Liquidation Trust
Federal Assets Financing Trust

o o

Types of Mortgages or Loans Authorized for
Purchase and the Dates on Which Such
Types Were Authorized by Statute
1. FHA-Insured Mortgages
2. VA-Guaranteed Mortgages
3. Farmers Home Administration Loans

Statutory Borrowing Authority and Other
Limitaitons
1. Prior to Enactment of the Charter Act
2. Under the Charter Act
a. Secondary Market Operations
b. The Association—Special Assistance
Functions

26
26
26
26

31
31
31
31

31
31
31
31

32

(1) Under Direction of the President

of the United States
(2) Under Direction of the
Congress

32
32




Subject Page
c. Management and Liquidating

Functions

SpeciakAssistance Programs Established by

the

President of the United States

Special Assistance Programs Established by

the

Congress

Statutory and Administrative Mortgzage
Amount Limitations

1.

Prior to 1954

2. Special Assistance Functions

3.

Secondary Market Operations

Statutory Dollar Volume Limitations on
Mortgzage Purchases

Limitation on Ownership of Mortgages

Purch

ases of Mortgages from Federal, State,

or Municipal Instrumentalities
Waiting and Cutoff Periods

1.

Prior to 1954

a. Special Assistance Functions

2.
Types
1.

=W

IS

-1

10.
11.
12.

13.
14.

The Secondary Market Operations

of Mortgage Acquisition Programs
Immediate or Over-the-Counter
Purchases

“Set Aside Funds”—Management and
Liquidating Functions

Purchase Receipt Program—Management
and Liquidating Functions

“One-for-One” Program (Advance
f Lol

Contract to Purchase)—Management
and Liquidating Functions
Defense-Disaster Housing Mortgages—
Management and Liquidating Functions
Cooperative Housing Mortzagzes—
Management and Liquidating Functions
Transfers and Purchases from Other
Federal Governmental Instrumen-
talities—Management and Liquidating
Functions

Acquisition of Federal Housing
Commissioner-Owned Mortzages in
Exchange for FNMA-Held FHA
Debentures

Participations—Special Assistance
Functions

Construction Loans—Special Assistance
Functions

Purchase Options—Secondary Market
Operations

Purchases from Federal and Other
Instrumentalities—Secondary Market
Operations

Participations—Secondary Market
Operations

Standby Commitments—Secondary
Market Operations

Commitments and Purchases of Home
Mortgages Under Free Procedure—

32

33

34

35

35
35

36
36

36

36
36
36
36

36
37

38

38
38
38

39

39

18

Subject

Secondary Market Operations
16. Commitments and Purchases of Home
Mortgages Under Convertible Standby
Procedure—Secondary Market
Operations
17. Purchases of Multifamily Housing
Mortgages—Secondary Market
Operations
a. Preliminarv Commitments
b. Firm Commitments
c. Standby Project Commitments
d. Immediate Purchase Contracts
18. Construction Loans—SMO
19. Tandem Plans—FNMA-GNMA Joint
Programs
a. FHA Sections 221(d) (3) and
236—Low and Moderate Income
Housing
b. FHA Section 235(i)—Home owner-
ship Mortgzages for Lower Income
Families
.c. Assistance Programs for Unsub-

sidized FHA and VA Mortgages

Treatment of Tax and Insurance Escrow
Funds by Servicers

Establishment of Purchase Prices
1. Secondary Market Operations

a. Immediate Purchase Contracts
{Home Mortgages)

b. Determination of Purchase Prices
(Immediate Purchase Contracts
{Home Mortgages)

¢. Standby Purchase Prices
{Home Mortgages)

d. Determination of Purchase Prices
Under the Corporation’s Free
Market System

e. Purchase Prices-Convertible Standby
Contracts (Home Mortgages)

f. Purchase Prices—Project
Mortgage Commitments

2. The Special Assistance Functions

Commitment Procedure
1. Procedure Prior to the Charter Act
2. Special Assistance Functions
3. Secondary Market Operations
a. Standby and Immediate Purchase
Commitments
b. Free Market System Commitments

Fees and Charges

Suspension of Purchasing and Commitment
Issuance

Morteage Sales and Sales Price
1. Management and Liquidation Function
2. Special Assistance Function
3. Secondary Market Operations

Page
39

39

40

40

41

4]

41
41

41

41
41

42

42
42

42

43
43

43
43

44

44
46
46




«
.
&
-

APPENDIX A

Participation of the Federal Government
In Housing Activities

The Federal Government’s interest and direct participa-
tion in housing and home financing problems, which cover
a period of over three quarters of a century, were first evi-
denced in the form of legislation which was enacted before
the turn of the century. This interest and participation be-
came progressively more pronounced in connection with the
conduct of World War I defense activities; in actions de-
signed to counter the chaotic conditions confronting the
housing market during the: depression years of the 1930s; in
activities related to post-World War Il housing shortages:
and, more recently, in a broad attack on special categories
of housing problems.

The story of the evolution of Federal housing policies
and practices can, for convenience, be divided into four
general phases: (1) the period prior to the Great Depres-
sion; (2) the depression and recovery period of the 1930’s;
(3) the defense and war period; and (4) the period of
post-war adjustment and conversion to long-range housing
objectives. Each brought to light deficiencies in the eco-
nomic and administrative aspects of the mechanism for the
production and distribution of housing; and each led to
revisions of policy and methods calculated to overcome the
discovered defects and to form the basis for a higher stand-
ard of housing.

On July 20, 1892, by Pub. Res. 22, 52d Congress, $20,000
was provided for investigation by the Department of Labor
of slums in cities of 200,000 or more population. P. L, 102,
65th Congress, approved March 1, 1918, authorized the U. S.
Shipping Board, Emergency Fleet Corporation, to provide
housing for shipyards’ employees. Through loans to realty
organizations incorporated by ship-building companies,
projects in 24 localities were constructed, including 9,000
houses, 1,100 apartments, 19 dormitories, and 8 hotels. Un-
der authority of P. L. 149 and P. L. 164, 65th Congress,
approved May 16 and June 4, 1918, respectively, the Bureau
of Industrial Housing and Transportation, Department of
Labor, working through the U. S. Housing Corporation
organized, built, and managed 25 completed community
projects comprising more than 5,000 single-family dwell-
ings, apartments, dormitories, and hotels, and also adjusted
rent grievances. Funds were provided by P.L. 18, 67th Con-
gress, approved June 16, 1921, for the creation of a Division
of Building and Housing in the National Bureau of Stand-
ards,

The Emergency Relief and Construction Act of 1932,
P. L. 302, 72nd Congress, approved July 21, 1932, author-
ized the RFC to make loans to corporations formed to pro-
vide housing for families of low income or for reconstruc-
tion of slum areas. P. L. 67 (National Industrial Recovery
Act), 73d Congress, approved June 16, 1933, authorized the
use of Federal funds to finance low cost and slum clear-
ance housing and subsistence homesteads. Under this and
subsequent appropriation acts, 50 low rent public housing
projects containing 21,600 units were built in 37 cities and
15,000 units were provided in resettlement and Greenbelt
towns. In addition. loans were made for 7 limited-dividend
praojects with 3,065 dwelling units. The Emergency Relief
Appropriations Act of 1935 (Pub. Res. 11, 74th Congress,
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approved April 8, 1935) provided $450 million for housing.
The Works Progress Administration (WPA) and the Bu-
reau of Labor Statistics of the Department of Labor under-
took a composite construction pattern survey to aid public
works planning. The Bankhead-Jones Farm Tenant Act
(P. L. 210, 75th Congress, approved July 22, 1937) author-
ized the Secretary of Agriculture to make 40 year, 3 per-
cent loans to farm tenants, laborers and sharecroppers to
finance the purchase of farms and repairs, including hous-
ing, and to finance existing indebtedness. The Bureau of
the Census was authorized by P. L, 385, 76th Congress, on
August 11, 1939, in connection with the 1940 census, to
obtain data on the characteristics of the nation’s home
supply and occupancy. This was the first census on liousing.

Other examples of Federal participation in housing and
llousing matters are:

1932—Federal Home Loan Bank System
1933—Home Owners’ Loan Corporation
1934—Federal Housing Administration
—Federal Savings and Loan Insurance Corporation
1935—The RFC Mortgage Company
1937—U. S. Housing Authority (subsequently the Federal
Public Housing Administration, later the Public
Housing Administration, now the Housing Assist-
ance Administration)
1938—Federal National Mortgage Association
1940—Lanham Act-financing of war heusing
1941—War Emergency and Post-World War IT Rental Hous-
ing (FHA title VI)
1942—National Housing Agency
1944—VA-guaranteed home loans (GI)
1946—Farmers Home Administration under the Department
of Agriculture
1947—Housing and Home Finance Agency
—National Housing Council
1949—Military housing (FHA section 803) (Wherry Act)
Present System of Public Housing
1950—Direct Loans to Veterans
—College Housing
—Cooperative Housing (FHA section 213)
—Community Facilities
—Housing for Low and Moderate Income Groups (FHA
section 8)
1951—Defense Housing (FHA title IX)
1954—FNMA Special Assistance Funetions, Secondary
Market Operations and Management and Liquidat-
ing Functions under the FNMA Charter Act
—Urban Renewal Housing (FNMA sections 220, 221)
—Housing for Servicemen and their families (FHA
section 222)
1955——;1\1-m;3d Services Housing (FHA section 803, Cape-
art
1956—Civilian Employees Housing (NASA and AEC em-
ployees, 1963) (FHA section 809)
1958—Low and Moderate Priced Housing Mortgages
(FNMA Special Assistance Program Number 10)
1959—Elderly Persons Housing (FHA section 231)
~—Nursing Homes Housing (FHA section 232)
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—Housing for Military and Civilian Personnel in De.
fense Impacted Areas (NASA and AEC employees,
1963) (FHA section 810)

1961—Home Improvement Loans (FHA sections 203(k),
203(j) and 220 (h))

—FNMA Short-term Loans on security of FHA-insured
or VA-guaranteed Mortgages

—Experimental Housing (FHA section 233)

—Insurance of Mortgages on Individually owned units
in Multi-family Structures—*“Condominiums” (FHA
section 234)

1965—Land development mortgages (FHA title X)
—Department of Housing and Urban Development
—Rent Supplement Program

1966—FHA insurance for land development for new Com-

munities

—Demonstration cities and Metropolitan Development

1968—Partitioning of the 1954 chartered FNMA into (1) a
Federally-financed corporation encompassing former
FNMA Special Assistance and Management and Liq-
uidation functions; and (2) a government-sponsored,
privately financed and privately owned corporation
encompassing FNMA’s former Secondary Market Op-
erations.

—Housing for Lower Income Families (FHA sections
235, 236 and 237)

—HUD guaranties of bonds of new towns

1970—Authorized FNMA to deal in Conventional Mortgages

—Federal Home Loan Mortgage Corporation

—Home Owners’ Assistance Program

National Mortgage Associations—Statutory
Provisions and Criteria

The establishment of national mortgage associations was
authorized by the provisions of title 111 of the National
Housing Act, approved on June 27, 1934. Such associations,
which were to be chartered and supervised by the Federal
Housing Administrator, were intended to provide home
construction credits for the housing industry through the
origination, purchase, and sale of conventional and FHA-
insured first mortgages.

Under the 1934 Act, any five or more persons could apply
to the Administrator for authority to establish a national
mortgage association by transmitting to the Administrator
articles of association, signed, sealed and acknowledged by
each of the incorporators, containing (1) the name of the
association, (2) the location of its principal office or place
of doing business, and (3) such information with respect
to its capital stock as the Administrator might require. The
associations were authorized and empowered to (1) pur-
chase and sell first mortgages, not to exceed 80 percent of
the appraised value of the property, and (2) borrow money
necded for the foregoing purposes through the issuance of
notes, honds, debentures. or other such obligations.

Initially. the law provided that an association must have
capital stock of a par value of not less than $5 million fully
subscribed and paid in before a charter could be issued.
Borrowings by an association, with the approval of the
Administrator. could not be greater than ten times the ag-
gregate par value of the association’s outstanding capital
stock and in no event could borrowings exceed the sum
total of (a) the face value of the mortgages held by the
association and insured under title II of the National Act;
(b) cash on hand and on deposit; and (c) investments in
the form of United States Governmeni-guaranteed obliga-
tions. Subsequent legislation in 1935 considerably liberal-
ized these limitations by reducing the amount of required
subscribed capital stock from $5 million to 82 million, of
which only 25 percent had to he paid in as a prerequisite
to obtaining a charter to commence husiness; the associa-
tions were also authorized in 1935 10 increase their borrow-
ing authority from 10 times the par value of their out-
standing capital stock to 12 times the amount of their paid-
up capital and surplus,

Amendments to the National Housing Act in 1938 in.
creased the authorized borrowing ratio to 20 to 1 and

broadened the authority of any national mortgage associa-
tion established thereunder to permit it to (1) make real
estate loans accepted for insurance under title II of the
National Housing Act, except section 203; (2) purchase,
service, or sell any mortgages, or partial interests therein,
insured under title II of the Act; (3) purchase, service or
sell conventional first mortgages. The amount of the princi-
pal obligation of any conventional mortgage purchase could
not exceed 60 percent of the appraised value of the property
as of the date the mortgage was purchased by an association
and could not be included in the association’s borrowing
base.

Prior to 1938, national mortgage associations were subject
to taxation to the same extent as State-chartered corpora-
tions, except that no State or political subdivision thereof
could impose any tax on an association or its franchise, capi-
tal, reserves, surplus, loans, income, stock or its securities or
income therefrom at a greater rate than was imposed by
such taxing authority on corporations engaged in similar
business within the State. Real property of the associations
was subject to State or local taxation to the same extent,
according to its value, as other real property was taxed.
Under the 1938 amendments, the associations and their ob-
ligations were exempted from Federal, State, and local taxa-
tion, except for real property taxes.

The only national mortgage association ever established
under this authority was the National Mortgage Association
of Washington, chartered on February 10, 1938. On April
11, 1938, its name was changed to Federal National Mort.
gage Association. The authority of the Federal Housing
Administrator to establish national mortgage associations
was repealed by P.L. 864, 80th Congress, approved July 1,
1948.

Capitalization of FNMA

1. Pre-1954 Capitalization

At the time of its establishment in 1938, FNMA was pro-
vided with capital of $10 million and paid-in surplus of 81
million through the purchase by the Reconstruction Finance
Corporation of 100,000 shares of the Association’s $100 par
value stock at a price of 8110 per share. Pursuant to the
Housing Act of 1948 (P.L. 864, 80th Congress, approved
July 1, 1948), additional capital of $10 million was provided
by the RFC.

2. 1954-1968 Capitalization

The FNMA Charter Act (P.L. 560, 83d Congress, ap-
proved August 2, 1954) authorized FNMA to issue nonvot-
ing, $100 par value preferred stock to the Secretary of the
Treasury and nonvoting, $100 par value common stock to
those organizations that sold or contracted to sell mortgages
to the Corporation.

3. Post 1968 Capitalization

The 1968 changes in the law required the retirement of
the preferred stock, changed the common stock to no par
and vested all voting power in it, and authorized unlimited
issuances of common stock with permission of the Secretary

of HUD.
Preferred Stock

The conditions under which the Corporation’s preferred
stock was issued to, and was purchased by, the Secretary
of the Treasury were prescribed by the Charter Act.

1. Issuance of Preferred Stock

During the period between November 1, 1954, and Sep-
tember 1, 1968, the preferred stock of the Corporation was
issued to, and (except for that portion that from time to
time was held by it as corporate treasury stock), was held
solely by the Secretary of the Treasury. As of November 1,
1954 (the day following the cut-off date administratively
determined by the Association under section 303(d) of the
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Charter Act (P. L. 560, 83d Congress)), the Corporation
issued ypreferred stock to the Secretary in the amount of
$92,820,304.97 to obtain funds and capital with which to
begin its activities under the Secondary Market Operations.
This issue was equivalent to the Association’s original pre-
1954 capitalization of $20 million and paid-in surplus of $1
million plus its $71,820,304.97 of reserves for losses and
contingencies and undistributed earned surplus at October
31, 1954, The amount of the preferred stock issued to the
Secretary of the Treasury was increased by $50 million on
March 27, 1957, to $142,820,304.97 (P. L. 85-10); the pre-
ferred stock authorized to be issued was increased by $65
million to $207,820,304.92 by P. L. 85-104, approved July
12, 1957; and by $110 million to a total of $317,820,304.97
by P. L. 89-566, approved September 10, 1966. Of the total
authorized stock, $163,820,304.97 had been issued at Aug.
ust 31, 1968, the last day on which such stock could by
action of law be issued to the Secretary of the Treasury.
Public Law 90-448, approved August 1, 1968, prescribed
that Corporation preferred stock could not be issued on or
after an effective date which the Secretary of Housing and
Urban Development established as September 1, 1968 (pub-
lished in the Federal Register August 2, 1968).

2. Dividends on Preferred Stock

During the time in which preferred stock was outstand-
ing, the Secretary of the Treasury was entitled to cumula-
tive dividends on such stock for each fiscal year or portion
thereof, from the date or dates the capital represented by
such stock was initially utilized. The law required such
dividends in an amount not less than the greater of (1) the
rate concurrently being paid on the common stock, or
(2) a rate established by the Secretary of the Treasury at
the beginning of each fiscal year, taking into consideration
the current average interest rate on outstanding marketabie
obligations of the United States as of the last day of the
preceding fiscal year.

Under the described arrangement, dividends on the pre-
ferred stock were established on a fiscal year basis at the
following rates:

Minimum rate Rate
established by established
Fiscal Secretary of by Board of
vear the Treasury Directors

1955 265 2,
1936 2qe5e, 2l
1957 2.375% 2.375¢,
195 DI T

b} Z.9%¢ 2.9%¢
1960 2875, 28755
1961 3.5¢; 3.5%
1962 3.1255¢ 3.21
1963 3.25% 3.36% (v-62)

3.6% (11-62

1961 3.375% 36‘;‘?
1965 3.625C 3.72¢
1966 3.75¢ 3.81¢;
1967 1.125¢ 1.1259;
1968 1.125¢ 1.125%,
1969 1.75¢¢ 1.756¢

3. Retirement of Preferred Stock

At the Corporation’s option, the preferred stock could be
retired at par value at any time and as rapidly as the Cor-
poration deemed feasible, out of funds of its capital and
general surplus accounts. Concurrently with the retirement
of the last of the preferred stock, that portion of the gen-
eral surplus and reserves of the Corporation (except re-
serves for depreciation of assets, including mortgages)
deemed to have been earned by the capital represented by
the preferred stock was required to be paid over to the
Secretary of the Treasury for covering into miscellaneous
receipts. The amount of the payment was determined by

applying to the surplus and reserves that percentage which
was equivalent to the proportion borne by the employed
capital represented by the preferred stock to the total em-
ployed capital of the Corporation, computed monthly for
the period between November 1, 1954, to the date on which
the last of the outstanding shares of preferred stock were
retired.

On September 30, 1968, the outstanding preferred stock
held by the Secretary of the Treasury, amounting to
$163,820.304.97, was retired from the proceeds of a $250
million issue of subordinated capital debentures. Also from
the proceeds of the issue, the Corporation paid $52,190.693
to extinguish the Treasury’s equity in the Corporation’s
earned surplus,

Transfer of the Secondary Market
Operations to Private Ownership

The Charter Act in effect prior to September 1, 1968. re-
quired the Secretary of Housing and Urban Development,
as promptly as practicable after all of the preferred stock
had been retired. to transmit to the President of the United
States for submission to the Corgress, recommiendations for
such legislation as might be necessary or desirable to make
appropriate provision to transfer to the holders of outstand-
ing common stock the assets and liabilities of the Corpora-
tion in connection with, and the control and management
of, its Secondary Market Operations in order that such
operations could thereafter be carried out by a privately
owned and privately financed corporation.

The preferred stock, as noted above. was retired on Sep-
tember 30, 1968, and as a consequence. the holders of the
common stock became the sole owners of the Corporation.

Under the provisions of P. L. 90-448, approved August 1,
1968, transfer of majority control of management to the
holders of the common stock could occur at any time be-
tween May 1, 1970, and May 1, 1973, if the Board of
Directors of the Corporation, with the approval of the
Secretary of Housing and Urban Development, determined
that not less than one-third of the then outstanding comnion
stock was held by persons or institutions in the mortgage
iending, homebuilding, real etsate or related business. This
determination was made on May 21, 1970. During the
transitional period, i.e., September 1, 1968, to May 21, 1970,
the Board of Directors consisted of nine members; all of
the members were initially appointed by the Secretary of
Housing and Urban Development to serve until the first
annual meeting of the shareholders, held in May 1969;
during the second year, seven members were appointed by
the Secretary and two members were selected by the share-
holders; beginning with the third year and for the remain-
der of the transitional period, five members were to be
appointed by the Secretary and four members selected
annually by the shareholders. During the transitional period,
the President of the Corporation was appointed a member
of the Board of Directors. Also, during that period, the
President of the Corporation was appointed by the President
of the United States, by whom he could he removed only
for good cause. At meetings of the shareholders. each share
of stock is entitled to one vote, with rights of cumulative
voting in the election of directors.

The transitional period ended on May 21, 1970. Begin-
ning with that date the Board consisted of fifteen members.
one-third of whom were appointed by the President of the
United States with the remainder elected by the sharehold-
ers. Such appointments and elections of board members are
required annually by the statute. Any member may be re-
moved by the President of the United States for good cause.
Of the members appointed by the President. at least one
member must be from each of the home building, mortgage
lending, and real estate industries. The Board selects and
appoints the President, Vice-President. and such other offi-
cers of the Corporation as may be provided in the hy-laws.

Within the limitations of law and regulation. the Board
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has authority to determine the general policies which gov-
ern the operations of the Corporation, to adopt, amend, or
repeal by-laws governing the performance of the powers
and duties granted or imposed upon it by law, and to
select and compensate its officers and employees.

The Secretary of Housing and Urban Development has
regulatory authority over the Corporation in @ number of
specific instances, and, generally, can make such rules and
regulations as shall be necessary and proper to insure that
the purposes of the Charter Act are accomplished. Most
important of his regulatory powers are: (1) No stock,
obligation, security, or other instrument may be issued by
the Corporation without the prior approval of the Secretary;
and (2) He may require that a reasonable portion of the
Corporation’s mortgage purchases be related to the national
goal of providing adequate housing for low and moderate.
income families, but with reasonable economic return to
the Corporation. Also, the Secretary may examine and
audit the books and financial transactions of the Corpora-
tion and require the Corporation to make such reports on
its activities as he deems advisable.

Common Stock

The conditions under which the Corporation issues com-
mon stock to suhscrihers are prescrihed hy the Charter Act.

1. Common Stock Subscription Requirements (Contribu-
tions to Capital)

a. With Respect to Purchases of Mortgages or Loans

Sellers of mortgages to the Corpuration were, from
1954 through 1970, required by law to make non-
refundable payments into FNMA’s capital in an

—amount équal to a prescribed percentage of the unpaid
principal amount of the mortgages and loans they sold
or contracted to sell to the Corporation. Since the end

of 1970, the law authorized FNMA to make such a

li‘tleqlgrement subject to approval of the Secretary of

U

Between August 2, 1954, and August 7, 1956, the
amount of the capital contribution requirement was
established by P. L. 560, 83d Congress, at not less than
3 percent. Public Law 1020, 84th Congress, approved
August 7, 1956, provided for a rate of 2 percent or such
greater or lesser percentage than 2 percent, but not less
than 1 percent, determined from time to time by the
Corporation, taking into consideration conditions 1n the
mortgage market and the general economy. On Aug-
ust 9, 1956, the Corporation administratively estab-
lished the stock subscription at 2 percent of the un-
paid principal amount of the mortgages involved and
on September 21, 1956, reduced the rate to the legal
minimum of 1 percent. The latter action was one of
a series of measures that were taken by the home
financing agencies of the Federal Government to help
relieve the extraordinary demand for credit which,
accompanying the then current peak levels of busi-
ness activity, limited the supply of funds that was
available to home builders and home buyers. The 2
percent rate was reestablished on January 5, 1957.
Public Law 85-104, approved July 12, 1957, as amended
by P. L. 89-117, approved August 10, 1965, changed the
requirement to not more than 2 percent nor less than
1 percent. On February 3, 1961, the subscription rate
was administratively established at 1 percent on a
temporary basis as a part of an overall program con-
ducted by the Government housing agencies to stimu-
late home construction and to reduce housing costs;
the rate was increased to 2 percent on DecemMer 20,
1961, but was subsequently reduced to its current rate
of 1 percent on November 28, 1962.

Public Law 91-609, approved December 31, 1970, removed
the legal minimum of 1 percent, and, effective with con-
tracts executed on and after January 27, 1971, the Corpora-
tion administratively reduced the subscription rate to .5
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percent. The rate was further reduced to .25 percent, effec-
tive with contracts executed on and after January 26, 1972,
On March 28, 1973, FNMA announced that it would no
longer require sellers of project mortgages to subscribe to
stock in the corporation.

b. With Respect to Loans on Mortgages

Each borrower that obtains from the Corporation a
short-term loan secured by FHA.insured or VA-
guaranteed mortgages or FHDA.insured loans is re-
quired by P. L. 87-70. approved June 30, 1961, as
amended by P. L. 89-117, approved August 10, 1965,
to make a nonrefundable payment into capital of an
amount equal to not more than 1/2 of 1 percent of
the amount loaned to such borrower. Effective
May 16, 1969, this requirement was waived until fur-
ther notice.

c. With Respect to Resale of Stock by Mortgage Seller

Prior to January 17, 1971, the Corporation required
the Seller to agree that, within a period of thirty-six
months after the issuance of any share of stock pur-
suant to a commitment and purchase transaction re-
sulting from:

1. a multifamily housing mortgage offer after July

31, 1969, or

2. a Free Market System offer on or after the offer
period ending August 11, 1969,
it will not sell such share unless it has first offered
such share to FNMA at its issue price and FNMA
has refused to accept the offer.

This agreement does not apply to the shares issued
pursuant to the subscription equal to the proportion
of mortgage deliveries under a Free Market System
contract.

The requirement was discontinued with respect to
commitments issued on and after January 17, 1971.

d. With Respect to Servicing of Mortgages

In addition to the capital contributions described
above, the Charter Act requires (P.L. 90-448, approved
August 1, 1968) that the Corporation must at all
times require each servicer of its mortgages to own a
minimum amount of its common stock. Such minimum
ownership may not exceed 2 percent, as determined
from time to time by the Corporation with the ap-
proval of the Secretary of Housing and Urban Devel-
opment, of the aggregate principal balances of all
mortgages purchased by the Corporation pursuant to
commitments issued subsequent to September 1, 1968,
and serviced by such servicers for the Corporation.

The stock ownership requirement is met if the
servicer is the registered owner. Since the Corporation
relies solely upon its own records of shareholders,
registered owners are guided by the advice of their
own counsel when they desire to deal with elements
of beneficial ownership of stock.

To implement the ownership requirement, the Cor-
poration initially determined that a servicer must own
one share of stock for each $8,000 of the aggregate
of principal balances of mortgages it serviced and
which were purchased pursuant to commitments en-
tered into after September 1, 1968. At the then issue
price of $130 per share, the value of the required stock,
measured by its issue price, amounted to 1.625 percent
of the aggregate of the principal balances of the mort-
gages covered. Since that time issue prices and stock
retention ratios have been changed from time to time
as conditions warranted.

Effective with contracts issued on and after August
10, 1970, the retention requirement was reduced from
1 percent to 7/10th of 1 percent of the amount of serv-
iced mortgages by continuing the 1 percent require-
ment but permitting sellers to offer 30 percent of the
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stock for repurchase by FNMA at the issue price. The
retention requirement was again reduced, effective with
contgacts issued on and after January 27, 1971, to 1% of
1 petcent of the principal amount serviced, based on
the issue price. The rate was further reduced to its
presént ¥ of 1 percent of the principal amount serv-
iced on contracts executed on or after January 26, 1972.

Effective at the close of business July 1, 1970, the
Corporation split each share of its outstanding common
stock into four shares, and again, as of the close of

subscription that cannot be evidenced by one or more
whole shares may not be withdrawn but may be trans-
ferred by the seller or borrower, and the owner thereof
is permitted to supplement any such amount by payment
of an additional sum sufficient to pay for one full share
of common stock.

Stock issue prices and their effective dates are de-
tailed below:

lIssue Price

:Jl:l:;:::.ss January 17, 1972, split each share into four a]‘]“ﬂ’.,ucsklesilfi?;) smtpeadr calue
Stock ownership requirements and their effective November 1, 1954 6.25 $100.00
dates are detailed below: November 28, 1962 6.875 100.00
July 17, 1964 7.50 100.00
Serviced January 18, 1966 8.125 100.00
:‘:;‘f,:‘:l April 23, 1969 8.75 100.00
for which July 16, 1969 9.0625 100.00
ownership of . July 2,1970 (1st 4
sty S for 1 stock split) 9.00 25.00
Issue price of stock as adjusted percentage January 27,1971 13.25 25.00
. (adjusted for for of serviced Apl‘ll 28,1971 14.75 25.00
Effective date (actual) stock splits) stock splits principal October 27, 1971 16.25 95.00
September 1, 1968 $130 $ 8.125 $ 500 1.625 January 18, 1972 (2nd
April 23, 1969 140 8.750 .500 175 4 for 1 stock split) 22.00 6.25
July 16, 1969 145 9.0625 900 1.00 June 28, 1972 20.00 6.25
July 2, 19707 36 9.00 900 1.00 April 13,1973 16.00 6.25
August 10, 1970 36 9.00 1,285 .70 October 4, 1974 18.00 6.25
January 27,1971 53 13.25 2,650 50 July 30, 1974 16.00 6.25
April 28, 1971 59 14.75 2,950 .50 June 4, 1975 17.00 6.25
October 27, 1971 65 16.25 3,250 .58
January 28, 1972* 22 22.00 4,400 .5 - :
Jaunary 26, 1972 2 22.00 8800 925 5 Diridendson Common Stock
June 28, 1972 20 20.00 8,000 25 Prior to September 1, 1968, dividends were pay?ble on
April 13,1973 16 16.00 6,400 25 lhe'corg.mon §locli) as declared hy lhefBgard of I?lrefclos
October 4, 1973 18 1800 7,200 .25 Value per anmam. Also. unti] all of the mreferred steck
}:’lllye 'Z?’ 11997‘753 ig iggg gzggg g‘g was retired, the rate of dividends that could be paid on

_* Effectivc dates of stock splits.

Servicers can purchase from the Corporation all of
the stock necessary to meet the above requirements.

e. With Respect to Other Issuances

The Housing and Urban Development Act of 1968
authorized the Corporation, upon approval of the
Secretary of Housing and Urban Development, to
issue additional shares of its common stock for ap-
propriate payments into capital or capital and surplus
for purposes of obtaining additional working capilal.

On December 1, 1970, the Corporation completed a
rights offering. gelling 1,130,598 shares of its common
stock. On October 1, 1971, it sold an issue of $250
million of convertible debentures, ultimately to be
converted into common stock.

2. Issuance of Common Stock

Prior to September 1, 1968, shares of common stock
were issued only to sellers or borrowers in denomina-

the common stock in any one fiscal year could not ex-
ceed the rate paid to the Secretarv of the Treasury on
the preferred stock during that year.

Under the amendments made by P. L. 90-448, such
dividends as may be declared hy the Board of Directors
at its discretion are paid to the holders of the common
stock. but in any one fiscal year the aggregate amount of
cash dividends paid on account of any share of such
stock may not exceed any rate which may be determined
from time-to-time by the Secretarv of Housing and Urban
Development to be a fair rate of return after considera-
tion of the current earnings and capital condition of the
Corporation.

From January 1956 through June 1970 dividends
were declared and paid monthly by the Corporation
on each share of common stock outstanding as of the
beginning of the dividend month. Concurrently with
the four-for-one stock split effective after July 1, 1970,
the Corporation changed the declaration of its divi-
dends from a monthly to a quarterly basis.

Dividend declarations shown below are an annual
rate adjusted for all stock splits:

tions of $100 or multiples thereof evidencing subscrip-
tions therefor, but under the provisions of P. L. 87-70,
approved June 30, 1961, the subscription price could be

Annual rate

adjusted by reason of any payments into surplus re- January 1956.-December 1958 $0.1275
quired by the Corporation. The stock was transformed January 1959-July 1959 0.1500
into no par, voting stock by P. L. 90-448, approved August 1959-August 1960 0.1725
August 1, 1968. However, the issue price procedure September 1960-June 1962 0.2025
remained unchamged except that the excess of the issue July 1962-October 1962 0.2100
price over the stated value of the stock is allocated to November 1962-June 1964 0.2250
paid-in capital surplus. Prior to the quarter beginning July 1964-June 1965 0.2325
July 1. 1970, the stock certificates werc issued by the July 1965-September 1971 0.2400
Corporation as of the first day of the calendar month September 1971-July 1972 0.3000
next succeeding the month of sellers’ or borrowers’ pay- July 1972-December 1972 3600
ments therefor. Subsequent to that date, the certificates January 1973-January 1974 .5000
arc issued as of the first business day of the first month  February 1974-April 1975 6800
of cach calendar quarter based on the balance of the  May 1975 .8000

subscriber’s account on that date. The amount of any

23
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Federaily Related Financial Institutions as Eligible Com.
mon Stock Subscribers and Holders

Any institution, including a national bank or state
member bank of the Federal Reserve System, or any
member of the FDIC, trust company, or other banking
organization, organized under any law of the United
States, including the laws relating to the District of
Columbia, is authorized to make capital contributioris
and to receive common stock of the Corporation evi-
dencing such contributions, to purchase additional shares
of such stock, and to hold or dispose of such stock.

Treatment of Common Stock for Federal Income Tax
Purposes

Sections 162(d) and 1054 of the Internal Revenue
Code of 1954 provide that with respect to taxable years
beginning after December 31, 1959, whenever the market
value of the Corporation’s common stock as of the date
of its issuance is less than its issue price, the difference
shall, for Federal income tax purposes, be treated by the
initial holder of the stock as an ordinary and necessary
expense incurred during the taxable year in carrying on
a trade or business. and its basis in the hands of such
holder is reduced by such difference.

Financing

1. Pre-1954 FNMA Financing

Prior to the enactment of the Charter Act on
August 2, 1954, the Association’s activities were fi-
nanced, for the most part, with funds furnished di-
rectly or indirectly by the United States Treasury.
During the period between February 10, 1938, (when
FNMA was established) and September 7, 1950,
{(when it was transferred from the RFC to the
HHFA), the Association issued two series of its
obligations to the public through the facilities of the
RFC to raise funds. Other funds required during that
period were borrowed from the United States Treasury.
Between September 7, 1950, and November 1, 1934.
(the effective date of the Charter Act), funds required
by the Association were borrowed in its behalf from
the United States Treasury by the Administrator.
HHFA (who was also Chairman of FNMA’s Board
of Directors).

The two series of obligations that were issued by
the Association during the pre-1954 period were:

(1) Series A 2% five-year notes aggregating $29.748,-
000, due May 16, 1943, issued at par and ac-
crued interest on May 16, 1938, These notes
were redeemable after May 15, 1939, on 30 days’
notice at a premium of 1% during the first year,
which premium decreased at the rate of 1/4%
for each year thereafter to the date of maturity;

2

Series B 1339, five-year notes aggregating $55,-
492,000, due January 3, 1944, issued at par
and accrued interest on January 3, 1939. These
notes were redeemable at 102 at the end of the
first year, which premium decreased at the rate
of 1/29 for each succeeding year to the date of
maturity. The notes were called for payment
July 3, 1943, at 100.5, the Association thereby
incurring a premium loss of $277,460.

The decision to redeem the outstanding notes prior
to maturity was prompted by the desire of the United
States Treasury to concentrate the Government's fi-
nancing in the Treasury so as to remove all inter-
ference by Federal agencies with the Government’s
efforts to conduct its war financing. As partial security
for these notes, and also to provide a source of
interest income, the Association acquired from The
RFC Mortgage Company 10,592 FHA-insured mort-
gages covering residential housing and aggregating

2. Post-1954  Financing—Management
Functions

$40,509,731. The pre-1954 financing is summarized
on page 56.

and Liquidating

Sources of Funds
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Funds required to finance the Association’s Manage-

ment and Liquidating Functions were obtained from (a)
borrowings from the Secretary of the Treasury; (b) sales
of obligations to private investors; {(c) earnings from
operations;
mortgages, loans. or obligations; (e) portfolio liquida-
tion; and (f) sales of beneficial interests, or participa-
tions, in niortgages. loans or obligations owned by the
Association under
Functions, as described under the section titled “Sales of
Participations under Fiduciary Powers of the Associa-
tion” on pages 26-27.

(d)

income from investments other than

its Management and Liquidating

a. Treasury Borrowing Arrangements

Interest on funds borrowed from the United
States Treasury and dividends on utilized capital
stock prior to September 7, 1950, were paid to
the United States Treasury through the RFC;
between September 7, 1950, and November 1.
1954, interest and dividends were paid through
the Housing and Home Finance Administrator.

Under the Management and Liquidating Func-
tions, the Association was authorized to deal
directly with the Secretary of the Treasury in
financial matters. The Act provided that obliga-
tions which were issued to the Secretary of the
Treasury under the Managenient and Liquidating
Functions must mature in not ore than five
years from their respective dates of issue. could
be redeemed at the option of the Association
before maturity in such manner as may be thercin
stipulated. and bear interest at rates determined
by the Secretarv of the Treasurv. taking into
consideration the current average rate on out-
standing marketable obligations of the United
States as of the last dav of the month preceding
the issuance of such notes or obligations. Prior to
September 1, 1968, the Association’s indebtedness
to the Secretary of the Treasury under these func-
tions was evidenced by notes executed by the Pres-
ident of the Association and held by the Secretary.

b. Private Borrowing Authority

For the purpose of assuring that. to the maxi-
mum extent and as rapidly as possible. private
financing would he substituted for Treasury
borrowings in connection with the portfolic of
the Management and Liquidating Functions, the
Association was authorized by the Charter Act
to issue, upon the approval of the Secretary of
the Treasury, and have outstanding at any one
time obligations having such maturities and bear-
ing such rate or rates of interest as determined
by the Association with the approval of the Secre-
tary of the Treasury, redeemable at the option of
the Association before maturity in the manner
stipulated in such obligations. :

c. Private Borrowing Arrangements

The Association was prevented by law from
issuing obligations of its Management and
Liquidating Functions to private investors if, at
the time of such proposed issuance and as a
consequence thereof, the resulting aggregatc
amount of its outstanding obligations would cx-
ceed the amount of the Association’s ownership
under these functions, free from any liens or en-
cumbrances, of cash, mortgages, and obligations
of the United States or guaranteed thereby, or
obligations, participations or other instruments
which are lawful investments for fiduciary, trust,



or public funds. However, in connection with its
isguances of ML notes, the Association warranted
that it would not issue such notes if, at the time
of such proposed issuance and as a consequence
thereof, the resulting aggregate amount of the
outstanding notes would exceed 80 percent of its
ownership under these functions of assets de-
scribed in the preceding sentence.

Although the ML notes expressly stated that
they were not guaranteed by the United States.
under an arrangement entered into between the
Association and the Secrctary of the Treasury,
the Association was to be permitted, under sec-
tion 306(d) of the Charter Act, to borrow from
the United States Treasury such funds as may
bhe necessary to make timely payments of prin-
cipal and interest on the outstanding notes should
the need therefor arise. ML notes sold to private
investors were generally not included in the
public debt of the Federal Government. Partici-
pation Certificates sold during fiscal year 1968,
however, were specifically included in the public
debt by P.L. 90-39, approved June 30, 1967.

The Association was authorized by the Charter
Act to purchase in the open market any of the
outstanding obligations issued by it to private
investors under the Management and Liquidating
Functions at any time and at any price. ML
notes that had been issued to private investors
prior to September 1. 1968, are described on
page 56.

d. Investment of Surplus ML Funds

Moneys of the Association under its Manage-
ment and Liquidating Functions which were not
invested in mortgages or other security holdings
or in operating facilities were required to be
held in cash or on deposit or invested in obliga-
tions of the United States or guaranteed thereby.
or in obligations, participations, or other instru-
ments constituting lawful investments for fidu-
ciary, trust, or public funds (P. L. 86-372, ap-
proved September 23, 1959). Prior to enactment
of P. L. 86-372, such investments were limited to
bonds or other obligations of, or to honds or other
obligations guaranteed as to principal and in-
terest by, the United States.

e. Eligibility of ML Obligations as Legal Investments

ments

Obligations, participations, or other instru-
ments that were issued by the Association under
its Management and Liquidating Functions are
lawful investments, and acceptable as security
for all fiduciary, trust. and public funds, the
investment or deposit of which are under the
authority and control of the United States or any
officer or officers thereof.

3. Post-1954 Financing—Special Assistance Functions
a. Sources of Funds

Funds required to finance the Special Assistance
Functions were obtained through (a) borrowings from
the Secretary of the Treasury; (b) fees charged for
services or facilities; (c) earnings from operations;
(d) portfolio liquidation; (e) income from invest.
ments other than mortgages; and (f) sales of bene-
ficial interests, or participations, in mortgages owned
by the Association under its Special Assistance Func-
tions, as described under the section titled “Sales of
Participations under Fiduciary Powers of the Associa-
tion on page 26. The Association was required to
impose fees or charges for its services under the Spe-.
cial Assistance Functions with the general objective
that the functions would be fully self-supporting; these
functions were not required, however, to be self-
supporting in respect to transactions involving FHA
section 221(d) (3) below-market interest rate mort-

gages or with respect to transactions involving the is.
suance of beneficial interests, or participations, in
mortgages or obligations where the income from the
mortgages or obligations was insufficient to cover the
cost of such securities.

The Association’s borrowings from the United States
Treasury under the Special Assistance Functions were
evidenced by notes executed by the President of the
Association.

. Investment of Surplus SAF Funds

Moneys of the Association under its Special Assist-
ance Functions not invested in mortgages or other
security holdings or in operating facilities could be
invested in the manner described above in respect to
the Management and Liquidating Functions.

4. Post-1954 Financing—Secondary Market Operations
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a. Sources of Funds

The Corporation obtains most of the funds needed
to finance its Secondary Market Operations through
the sale of its obligations (debentures and short-term
discount notes) to private investors. Upon approval of
the Secretary of the Treasury and the Secretary of
Housing and Urban Development, the Corporation may
issue and have outstanding at any time general
(non-subordinated) obligations which in their aggre-
gate do not exceed 25 times the sum of the Corpora-
tion’s capital and surplus and its outstanding subordi-
nated obligations. The borrowing leverage was in-
creased to that amount on December 5, 1969, from the
20 to 1 ratio established on October 1, 1968. The 15 to
1 ratio in effect up to October 1, 1968, had been
established by P.L. 89-566, approved September 10,
1966. The rate that had been in effect between August
2, 1954 and September 10, 1966, was 10 to 1. Other
sources of funds required by the Corporation are (a)
non-refundable contributions made to capital (com-
mon stock) by organizations that sell mortgages or
loans to, or borrow funds from, the Corporation; (b)
sales of common shares in return for appropriate
payments into capital and surplus; (c) earnings from
operations; (d) fees for numerous Corporation serv-
ices or facilities; (e) income from investments other
than mortgages or loans; (f) mortgage portfolio liqui-
dation; (g) interim borrowings from commercial
banks under special arrangements; and (h) sales of
debt obligations or trust certificates of beneficial inter.
est, or both, in mortgages held by the Corporation and
set aside for such purposes. These operations are re-
quired by the Charter Act to be fully self-supporting.

Obligations of the Corporation are not obligations
of the United States or of any agency or instrumental-
ity thereof other than the Corporation nor do they
constitute public debt transactions of the Federal Gov-
ernment unless they involve redemptions, purchases or
sales of such obligations by the Secretary of the
Treasury. The Corporation is authorized to purchase
in the open market any of the outstanding obligations
issued by it to private investors at any time and at
any price. Private borrowings via sales of corporate
debentures are effected by the Corporation through its
Fiscal Agent, assisted by a recognized group of secu-
rity dealers and dealer banks.

Debenture obligations that have been issued by the
Corporation to private investors as of December 31,
1972, are described on pages 52-54.

. Short-Term Discount Notes

On April 18, 1960, the Corporation inaugurated a
method of meeting a portion of its financing needs
by sales to private investors of short-term discount
notes similar to commercial paper. These notes, which
are marketed and distributed by the Corporation
through its contract distributors. are tailored to the
individual needs of corporate, institutional, or other
investors at published rates within a maturity range
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of 30 to 270 days. This form of financing serves as a
supplement to the Corporation’s debenture-borrowing
program and provides it with a greater degree of
operational flexibility by (1) reducing the cost of
borrowings; (2) enabling it to pay off maturing notes
from the proceeds of sales or other liguidation in-
stead of being required to hold, or to invest, them
temporarily awaiting the due dates of future deben-
ture maturities; and (3) permitting it to go into the
intermediate and long-term market when rates are
favorable and holding off when conditions are un-
favorable for such financing. Between April 18, 1960,
and January 2, 1969, short-term discount notes were
issued through a single distributor; on the latter
date the dealership was expanded to a group of four
nationally recognized dealers in this type of finarc-
ing medium. A summary of short-term discount notes
that had been issued as of December 31, , s
shown on page 64 (04

Treasury Borrowing Arrangements—
Interim Borrowings

Prior to June 30, 1969, the Corporation borrowed
interim funds from the United States Treasury as
needed to finance its operations. When these horrow-
ings aggregated a sufficient size to justify offerings in
the public market, debentures were offered to the in-
vesting public and the proceeds used to repay the bor-
rowings, to finance additional purchases of mortgages
or for other corporate purposes. Interim Treasury
borrowings were also repaid from the proceeds of
short-term discount notes that were sold to private
investors, from income, stock issues, and from the pro-
ceeds of portfolio liquidation. Interim horrowings from
the Secretary of the Treasury were evidenced by notes
executed by the President of the Corporation and held
by the Secretary.

The limitation on the Corporation’s borrowings
outstanding at any one time from the Secretary of
the Treasury was established by P. L. 560. 83rd Con-
uress, approved August 2. 1954, at $500 million plus
any net reduction in the Management and Liquidat-
ing Functions portfolio after October 31. 1954. Public
Law 85-10, approred March 27. 1957, increased the
limitation to $1,350 million. Public Law 85-104, ap-
proved July 12, 1957, further increased the limitation
to the present $2.250 million. The authorization was
originally scheduled to expire upon retirement of the
preferred stock, but that provision was repealed by
P. I.. 90-448. approved August 1. 1968,

The rates of return on any notes given to, and held
by. the Secretary of the Treaczury evidencing the Cor-
poration’s interim Treasury borrowings were deter-
mined by the Secretary, taking into consideration the
current average yield on outstanding marketable obli-
gations of the United States as of the last day of the
nionth preceding the issuance of such notes.

The above-described interim horrowing arrange-
ments with the United States Treasury were effected
under the discretionary authority of the Secretary of
the Treasury to purchase the Corporation’s obliga-
tions. On June 30. 1969. the Corporation’s Treasury
horrowing arrangements were phased out and are in-
tended to he used on an emergency basis only; com-
mercial lines of credit have been established to per-
mit substitution of private horrowings for short-term
funds formerly borrowed from the United States
Treasury.

. Sales of Debt Obligations or Trust Certificates Against

Paols of Mortgages

To provide a greater degree of liquidity to the
mortgage investment market and an additional means
of financing its operations, the Corporation is author-
ized by P. L. 90-448, approved August 1, 1968, to set
acide any mortgages held by it, and, upon approval
of the Secretary of the Treasury, to issue and seil
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securities based upon the mortgages so set aside. Se-
curities issued thereby may be in the form of debt
obligations or trust certificates of beneficial interest,
or both. These securities may have such maturities
and bear such rates of interest as may be determined
by the Corporation with approval of the Secretary of
the Treasury, and shall be deemed to be exempt se-
curities within the meaning of laws administered by
the Securities and Exchange Commission. Mortgages
set aside for these purposes must at all times be ade.
quate to enable the Corporation to make timely pay-
ments of interest and principal on the securities is-
sued and sold. The Government National Mortgage
Association is authorized to guarantee any of such
obligations. The FNMA guaranty is backed by the full
faith and credit of the United States. Mortgage-backed
bonds that have been issued by the Corporation are
described on page 54.

Sales of Subordinated Obligations (Capital Deben.
tures)

The Corporation is authorized by P. L. 90-448, ap-
proved August 1, 1968, to issue, upon approval of the
Secretary of the Treasury, obligations which are sub-
ordinated to any or all other obligations of the Cor:
poration, including subsequent obligations. Rates and
maturities are determined by the Corporation with
approval of the Secretary of the Treasury and may
be redeemed at the option of the Corporation before
maturity in such manner as may be determined in
the obligations. Any of such obligations may be con-
vertible into shares of common stock in such man-
ner, at such price or prices, and at such time as may
be stipulated therein. The total principal amount of
such subordinated obligations which may be out-
standing at any one time may not exceed two times
the sum of the (1) capital of the Corporation repre-
sented hy its outstanding common stock and (2) its
surplus and undistributed earnings at such time. The
outstanding total obligations issued or to be issued
under conditions above described are deemned to be
capital of the Corporation for the purpose of deter-
mining the aggregate amount of its general obliga-
¢ations that may De outstanding at any one time.
Such subordinated securities are exempt from laws
administered by the Securities and Exchange Com-
mission. These obligations are not guaranteed by the
United States or by any Federal agency or Depart-
ment. The Corporation is authorized to purchase in
the open market anv of these obhligations outstanding
at any time and at any price.

Tax Status of the Corporation and its Obligations

Obligations issued by the Corporation to private in.
vestors are generally subject to taxation.

. Eligibility of Obligations as Legal Investments

All obligations, securities, participations, or other
instruments issued by the Corporation are lawful
investments, and may be accepted as security for in.
vestments of the types prescribed for the Management
and Liquidating Functions (page 25).

S. Sale of Participations Under Fiduciary Powers of the
Association—Management and Liquidating Functions
Public Law 88-560, approved September 2, 1964, vested

fiduciary powers in the Association to provide a means of

substituting the funds of private investors for the United

States Treasury’s

investment in Association-owned first

mortgages and in first mortgages in which the United
States or any agency or insirumentality thereof had a fi-
nancial interest, through the sale to private investors of
beneficial interests, or participations, in such morigages.
The fiduciary powers of the Association were administered
under its Management and Liquidity Functions.

The Association’s fiduciary authority was expanded by
P. L. 89-117, approved August 10, 1965, to include obliga-




tions that were owned by it; that Act, as amended by
P. ‘L. 89-174, approved September 9, 1965, authorized the
Association to enter into commitments to purchase, and
purchase, service, or sell any obligations (not necessarily
mortgdges) offered to it by the Secretary of Housing and
Urban Development as more fully described on page 39.

The “Association’s fiduciary powers were modified by
P. L. 89429, approved May 24, 1966 (the Participation
Sales Act of 1966), to authorize it, as Trustee, to issue
beneficial interests, or participations, in any mortgages or
other types of obligations in which (a) the Farmers Home
Administration of the Department of Agriculture, (b) the
Department of Health, Education and Welfare, (c)} the
Department of Housing and Urban Development, other
than the Secondary Market Operations of FNMA, (d) the
Veterans Administration, (e) the Export-Import Bank of
the United States, or (f) the Small Business Administra-
tion, had a financial interest, provided the participations
which were issued for the account of any such Trustor
Agency or Department did not exceed any amount which
was authorized by an appropriation act. The principal
amount of any participations sold was treated as a sale or
repayment of the mortgages or obligations represented
thereby.

Public Law 89-117 provided that if one or more trusts
that may be created pursuant to the Association’s fiduciary
powers included any mortgages bearing a below-market
interest rate and insured by FHA under section 221(d)(3)
of the National Housing Act after August 10, 1965, the
Congress was authorized to appropriate from time to time
such amounts as would be necessary to reimburse the As-
sociation for the difference (including interest, other costs,
and a fair amount of administration expenses) between the
total outlay with respect to outstanding participations which,
at the time of issuance, were predicated upon or otherwise
related to such below.market interest rate mortgages, and
the total receipts from such mortgages. This provision was
repealed by P. L. 89-429, approved May 24, 1966, which
authorized the Congress to appropriate without fiscal year
limitation such sums as would he necessary to enable any
Trustor, including the Association, to pay the Trustee any
insufficiencies as the Trustee may require on account of
outstanding beneficial interests, or participations, authorized
to he issued pursuant to the provisions of the Charter Act.
After the imitial authorization to issue participation cer-
tificates in the Independent Offices Appropriations Act,
1967 (P. L. 89-555), the Congress departed from the prac-
tice of providing indefinite appropriations for insufficien-
cies and reverted to definite annual appropriations. Con-
sequently, issues of participation certificates other than
those authorized by P. L. 89.555, approved September 6,
1966, require annual appropriations for insufficiencies.

Pursuant to the foregoing, the Association’s participa-
tion program provided, under one or more trust inden-
tures, for the pooling of stated amounts of mortgages or

other types of obligations in which the departments or
agencies above specified had a financial interest. The Asso-
ciation, as Trustee, with fiduciary powers, sold to private
investors through its established facilities and contacts in.
the private money market participations in the pooled
mortgages or obligations. Four separate trusts have been
created pursuant to trust indentures entered into between
the Association as Trustee, and various departments and
agencies as Trustors. See pages 57-58 for summary of issues.

As of August 31, 1968, fourteen issues of participation
certificates aggregating $9,620 million had been issued by
the Association, as Trustee, of which on that date $9,195
million were outstanding. Participation activities under the
four trusts as of August 31, are described below:

a. Government Mortgage Liquidation Trust

As of October 1, 1964, the Government Mortgage
Liquidation Trust (GMLT) was created pursuant to
a trust indenture entered into between the Associa-
tion and the Administrator of Veterans Affairs. Five
issues of participation certificates aggregating $1,790
million were sold to private investors, as follows:

(1) On October 19, 1964, the Association, as Trustee,
sold at an average price of 99.7539 for delivery
on November 2, $300,000,000 of series 1965-74 A
serial participation certificates to a nationwide
group of underwriters. The certificates, which
were issued in registered form only, bear interest
ranging hetween 4.125% and 4.375%, mature
over a term of 10 years in equal annual install-
ments of $30,000,000 beginning on November 1,
1965, and represent future payments of principal
and interest from first mortgages placed in the
pool for that purpose, as follows:

Amount of jssue

Agency (in millions) Pool

FNMA (SAF) $200 $428,115,729

VA 100 204,646 818
300 632,762,547

(2) On June 15, 1965, the Association, as Trustee,
sold at an average price of 99.7002, for delivery
on July 1, $525,000,000 of series 1966-80 B serial
participation certificates to a national group of
underwriters. The certificates, which were issued
in registered form only, bear rates ranging be-
tween 4.375% and 4.50%, mature over a period
of 15 years in equal annual installments of $35,-
000,000 beginning on July 1, 1966, and represent
future payments of principal and interest from
first mortgages placed in the pool for that pur-
pose, as follows:

Cumulative

Amount of issue Additions to GMLT issues
Agency (in millions) pool (in millions) Total pool
FNMA ($130 ML; $120 SAF) $250 $331,866,774 $450 8 759,982,503
VA 275 345,464,675 375 650,111,493
525 677,331,449 825 1,410,093,996

(3) On November 16, 1965, the Association, as Trus-
tee, sold at an average price of 99.622, for deliv-
ery on December 1, $375,000,000 of series 1966-80
C serial participation certificates to a national
group of underwriters. The certificates, which
were issued in registered form omly, bear rates

ranging between 4.625% and 4.70%, mature over
a term of 15 years in equal annual installments
of $25,000,000 beginning on December 1, 1966,
and represent future payments of interest and
principal from first mortgages placed in the pool
for such purposes as follows:

Amount of issue

Cumulative

Additions to GMLT issues

Agency (in millions) pool (in millions) Total pool

FNMA (SAF) 875 $ 95,366,578 $ 525 $ 855,319,081

VA 300 381,013,136 675 1,034,121,629
375 479,379,714 1,200 1,889,473,710
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(4) OnMarch 16, 1966, the Association, as Trustee,
soldeat 100, for delivery on April 4, $410,000,000
of series 1967-81 D serial participation certifi-
cates to a nationwide group of underwriters. The
certificates, which were issued in registered form
only, bear rates ranging between 5.25% and
5.50%, mature over-a term of 15 years in

equal annual installments of $20,000,000 each on
April 1, 1967-1976 and in equal installments of
$42,000,000 each on April 1, 1977-1981, and rep-
resent payments of interest and principal from
first mortgages placed in the pool for such pur-
poses, as follows:

Cumulative

. Federal Assets Liquidation Trust

As of December 1, 1966, the Federal Assets Liqui-
dation Trust (FALT) was created pursuant to a trust
indenture entered into between the Association, as
Trustee and as Trustors, of the Department of Housing
and Urban Development, the Department of Health,
Education and Welfare (Office of Education), the
Department of Agriculture (the Farmers Home Admin-
istration), the Veterans Administration, and the Small
Business Administration. Four issues of participation
certificates aggregating $3,230 million were sold to
private investors, as follows:

(1) On January 5, 1967, the Association, as Trustees,
sold at 100, for delivery on January 19, $1,100,-
000,000 of series 1972, 1977 and 1982 A partici-
pation certificates to a nationwide group of un-
derwriters and Federal Government Investment
accounts, The certificates, which were issued in
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Amount of issue Additions to GMLT issues
Agency (in millions) ponl (in millions) Total pool
FNMA (SAF) 8160 §220,696,087 § 685 81,076,015,168
VA 250 315,619,926 925 1,319,774,555
110 536,346,013 1,610 2,1425,819,723
(5) On June 9, 1966, the Association, as Trustee, sold and 5.375%, mature over a term of 3 years in
at 100, for delivery on June 23, $180,000,000 of equal annual installments of $60,000,000 begin-
series 1979-81 E serial participation certificates ning on June 23, 1979, and represent future pay-
to a nationwide group of underwriters. The cer- ments of interest and principal from first mort-
tificates, which were issued in registered form gages placed in the pool for such purposes, as
only, bear interest rates ranging between 5.40% follows:
Cumulative
Amount of issue Additions to GMLT issues
Agency (in millions) pool (in millions) Total pool
FNMA (SAF) S 60 — § 715 §81,076,015,168
VA 120 — 1,015 1,319,771,555
180 — 1,790 2,125,819,7°3
b. Small Business Obligations Trust registered and bearer fnnlllm. bear a rate of 5.20%,
As of June 1, 1966, the Small Business Obligations Inature 1n a"n“_al installments of _$275,000,000
Trust {SBOT) was created pursuant to a trust inden- 8?)((:)}100%" Jajluar) 191’9 1?3‘323"({({19'7’ and 1_3550,-
ture entered into between the Association and the Ad- -0 on fanuqry_ V and an reprefsent uture
ministration of the Small Business Administration. payments °l prl}r)l]qnpa. an lmtf{r‘?“ hrom mort-
Pursuant to the provisions of the trust indenture, the gagﬁs or other o fxglaltxo'n§ placed in the pool for
Association, as Trustee, sold on June 9, 1966, to a such purposes, as lollows:
nationwide group of underwriters at 100, for delivery
on June 23, $350,000,000 of series 1967-71 A serial  agency Amount of issuc
participation certificates. The certificates, which were (in millions) Pool
issued- in registered form only, bear rates ranging be-
tween 5.70% and 5.75%, mature over a term of 5 FNMA ($100. SAF; § 165 8§ 721,117,886
years in equal annual installments of $70,000,000 be- $365. ML)
ginning June 23, 1967, and represent future payments  College Housing (HUD) 150 158,612,000
of principal and interest from $531,656,148 of loans Office of Education (HEW) 60 63,033,000
owned by the Small Business Administration and spe- Small Business Administration 155 162.921.913
cifically set aside for that purpose. Veterans Administration 100 157,472,059
Farmers Home Administration 170 179,052,368
(Agriculture)

1,100 1,145,539,226

(2) On March 22, 1967, the Association, as Trustee,
sold at 100, for delivery on April 5, 8900,000,000
of series 1969, 1972, and 1987 B participation
certificates to a nationwide group of underwriters
and Federal Government Investment accounts.
The certificates, which were issued in registered
and bearer form, bear interest ranging between

4.75% and 5.10%, and of which $450,000,000 ma-
ture on April 7, 1969, $250,000,000 on January 19,
1972, and $200,000,000 on April 6, 1987, and rep-
resent future payments of interest and principal
from mortgages or other types of obligations set
aside for such purposes, as follows:




Cumulative
Amount of issue Additions to FALT issues
.-\genc-y (in millions) pool (millions) Total pool

FNMA (8100, SAF; $50. ML) $150 — $ 615 § 721,117,886
Co]]qﬁe Housing (HUD) 225 $226,671,000 375 385,313,000
Public Facilities (HUD) 10 41,713,900 10 11,743,900
Office of Education (HEW) 15 15,029,000 75 78,062,000
Small Business Administration 175 181,170,422 330 317,392,335
Veterans Administration 75 25,996,818 175 183,168,877
Farmers Home Aduiinistration (Agriculture) 220 231,002,930 390 110,055,298
900 721,911,070 2,000 2,170, 153,296

(3) On June 15, 1967, the Association, as Trustee,

sold at 100, for delivery on June 29, $900,000,000
of series 1969 and 1972 C participation certificates
to a nationwide group of underwriters and Federal
Government Investment accounts. The certificates,
issued in registered and bearer form, bore inter-

est ranging between 5.25% and 5.50% and ma-
tured in equal installments of $450.000.000 each
on September 26, 1969, and June 29, 1972, and
represented future payments of interest and prin-
cipal from mortgages or other types of obligations
set aside for such purposes, as follows:

Amount of issue Additions to }(':-I\I;I_]'Fllaslsll‘lzs

Agency (in millions) pool (millions) Total pool
FNMA ($100. SAF; 825. ML) S125 S 14,562,637 S 710 S 768,980,523
College Housing (HUD) 225 231,574,000 600 616,887,000
Public Facilities (HUD) 10 11,886,700 80 83,630,600
Office of Education (HEW) 25 25,000,000 100 103,062,000
Small Business Administration 190 190,215,136 320 337,637,171
Veterans Administration 85 89,307,816 260 272,776,723
Farmers Home Administration (Agriculture) 210 220,501,076 600 630,556,371

900 813,077,395 2,900 3,013,530,691

(4) On March 26, 1968, the Association, as Trustee,

sold at 100 for delivery on April 8, $330,000,000 of
series 1973 D participation certificates to a nation-
wide group of underwriters. The certificates, is-
sued in registered and bearer form, bore an

interest rate of 6.45% and matured on April 9,
1973, and represented future payments of interest
and principal from mortgages or other types of
obligations set aside for such purpeses, as follows:

Cumulative
Amount of issuc Additions to FALT issues
Agency (in millions) pool tmillions) Total poul

Small Business Administration $330 $331,088,957 S 850 S 868,726,128
FNMA — — 710 768,980,523
College Housing (HUD) — — 600 616,887,000
Public Facilities HUD — — 80 83,630,600
Oflice of Education (HEW) — — 100 103,062,000
Veterans Administration —_ — 260 272,976,723
Farmers Home Administration (Agriculture) — — 600 630,556,371
330 331,088,957 3,230 3,311,619,618
d. Federal Assets Financing Trust (1) On November 28, 1967, the Association, as Trus-

As of November 1, 1967, the Federal Assets Fi-

. nancing Trust (FAFT) was created pursuant to a
trust indenture entered into between the Association,

as

Trustor, and as Trustee; by supplemental agree-

ment, the trust indenture was supplemented by the ad-
dition, as Trustors, of the Department of Housing and
Urban Development, the Department of Health, Edu-

ca

tion and Welfare, the Department of Agriculture

(the Farmers’ Home Administration), the Veterans
Administration and the Small Business Administra-
tion. Four issues of participation certificates aggre-
gating $4,250 million have been sold to private in-
vestors, as follows:
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tee, sold at 100 for delivery on December 11,
$1,000,000,000 of series 1970 and 1987 A partici-
pation certificates to a nationwide group of un-
derwriters and Federal Government Investment
accounts; of this issue $650,000,000 mature on
February 11, 1970, and $350,000,000 on Decem-
ber 11, 1987. The certificates, issued in registered
and bearer form, bear interest at 6.35% for the
1970 A maturity and 6.40% for the 1987 A ma-
turity; and represent future payments of interest
and principal from mortgages or other types of
obligations set aside for such purpose, as follows:



]
.
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Amount of issue

(2) On January 16, 1968, the Association, as Trustee.

sold for delivery on January 30, $1,250,000,000 of

Ageney {in millions) Pool series 1971 and 1988 B participation certificates
FNMA (SAF) g 125 8 125,026,545 to a nationwide group of underwriters and Fed-
College Housing (HUD) 350 350,598,000 eral Government Investment accounts. The Series
Housing for the Elderly 1971-B certificates bear interest at 6.0% and were
(HUD) 50 50,799,704 sold at 100; the Series 1988-B certificates bear
Veternas Administration 175 175,500,540 interest at 6.05%, and were sold at 9935 to yield
Office of Education (HEW) 25 25,000,000 6.0827%. The certificates were issued in regis-
Farmers Home Adminis- tered and bearer form. Of this issue, £8800,000,000
tration (Agriculture) 175 181,719,460 matured on February 1, 1971, and $450,000,000
Small Business Adminis- will mature on February 1, 1988, and represent
tration 100 100,495,027 future paymenls}l of interest and principal from
— morigages or other types of obligations set aside
1,000 1,009,139,276 for such purpose, as follows: &
Total FAFT
Amount of issue Additions to issues

Agency (in millions) pool (millions) Total pool
FNMA ($125 SAF; $90 ML) $ 215 S 216,800,963 S 310 S 341,827,508
College Housing (HUD) 150 151,161,000 800 802,062,000
Public Facilities (HUD) 80 80,189,800 80 80,189,800
Housing for the Elderly (HUD) — — 50 50,799,701
Oflice of Education (HEW) 30 30,000,000 35 55,000,000
Veterans Administration 250 260,398,362 125 135,898,902
Farmers Home Administration (Agriculture) 225 226,000,000 100 107,719,160
Smal Business Administration — — 100 100, 195,027
1,250 1,265,153,125 2,250 2,271,292 101

(3) On March 26, 1968, the Association, as Trustee,

sold at 100, for delivery on April 8, $670,000,000
of series 1971 and 1988 C participation certifi-
cales to a nationwide group of underwriters and
Federal Government Investment accounts. The
certificates, issued in registered and bearer form,
hear interest at the rate of 6.30% for the series

1971 C maturity and 6.45% for the series 1988 C
maturity; of the issues, $335.000,000 matured on
April 8, 1971, and the remainder will mature on
April 8, 1988, respectively, and represent future
payments of interest and principal from mortgages
or other types of obligations set aside for such pur.
poses, as follows:

Total FAFT
Amount nf issue Additions to issies

\gemr v (in millions} pool (millions) Total pool
FNMA (8125 ML) 8125 8125,256,366 S 165 S 167,083,871
College Housing (HUD) 200 201,361,000 1,000 1,003, 126,000
Public Facilities (HUD) — — 80 80, 189,800
Housing for the Elderly (HUD) 10 10,056,698 60 60,856,102
Ollice of Education (HEW) 30 30,000,000 85 85,000,000
Public [Tealth (HEW) 15 15,000,000 15 15,000,000
Veterans Administration 165 170,032,273 590 605,931,175
Small Business Administration — — 100 100, 195,027
Farmers Home Administration (Agriculture) 125 126,033,860 525 533,753,320

670 77,713,197 2,920 2,952,035,598

(4) On July 23, 1968, the Association, as Trustee,

sold at 100, for delivery on August 12, $1,330,-
000,000 of series 1978 and 1988 D participation
certificates to a nationwide group of underwriters
and Federal] Government Investment accounts.
The certificates, issued in registered and bearer
form, bear interest at the rate of 6,125% for the

1978 D maturity and of 6.209 for the 1988 D
maturity; of the issues, $500,000,000 mature on
August 14, 1978, and $830,000,000 August 12,
1988, and represent {future payrtents of interest
and principal from mortgages or other obliga-
tions set aside for such purposes, as follows:

Total FAFT
Amount of issue Additions to issues

Azeney {in millions) poel {millions) Total pool
FNMA (ML) $ 140 $ 140,027,361 § 605 8 607,111,238
College Housing (HUD) 600 605,000,000 1,600 1,608,126,000
Public Facilities (HUD) — — 80 80,189,800
Housing for the Elderly (HUD) 40 40,138,102 100 100,991,801
Oftice of Education (HEW) 15 15,011,000 115 115,011,000
Veterans Administration 260 261,861,117 850 870,792,322
Small Business A dministration 50 50,009,678 150 150,501,705
Farmers Home Administration (Agriculture) 225 226,000,089 750 759,753,109

1,330 1,341,047,680 4,250 1,293,083,278




The proceeds from the described sales of participation
certificates were renitted by the Trustee to the Trustors
and were applied by them to reduce the use of Govern-
ment funds. Interest and principal derived from the pooled
obligatfons will be used by the Trustee to pay the in-
terest gn the certificates- and to provide for redemption at
maturity. Such payments were guaranteed by the Associa-
tion in its ordinary, as distinguished from its fiduciary,
capacity under its Management and Liquidating Functions.
In this connection, the Secretary of the Treasury, by sepa-
rate letters dated October 5, 1964, May 28, 1965. May 25,
1966. December 21. 1966. and November 15. 1967. respec-
tively. provided assurance that funds could be borrowed
from the United States Treasury pursuant to the Charter
Act to make timely payments of interest on. or principal of
the certificates should the need arise. The Attorney General
of the United States stated in an opinion dated September
30. 1966. that “FNMA’s guaranty of a participation certifi-
cate brings into being a general obligation of the United
States backed by its full faith and credit.” and that “the
holders of participations guaranteed by FNMA hold valid
general obligations of the United States and are in a posi-
tion to reach beyond the assets of FNMA to the United
States for payment, if necessary.” Pursuant to the Housing
and Urban Development Act of 1968, all the participation
certificates became an obligation of GNMA.

The amounts, terms. and interest rates of the participation
certificates that were issued under this authority as of Au-
gust 31, 1968. are shown on pages 57-58.

Types of Mortgages or Loans Authorized for Purchase and
the Dates on Which Such Types Were Authorized by Statute

1. FHA-Insured Mortgages

Sec. 8, April 20. 1950. P. L. 475, 81st Congress (except for
commitments outstanding. expired August 2, 1954): this
section was absorhed by sections 203(h) and (i);

Sec. 203, June 27, 1934, P. L. 479. 73 Congress;

Sec. 207. June 27. 1934, P. L. 479. 73d Congress;

Sec. 210. February 3. 1938, P. L. 424. 75th Congress (ex-
pired June 3, 1939):

Sec. 213, April 20, 1950. P. L. 475. 81st Congress:

Sec. 220, August 2, 1954, P. L. 560. 83d Congress:

Sec. 221, August 2. 1951, P. L. 560, 83d Congress:

Sec. 231, September 23, 1959. P. L. 86-372;

Sec. 232, September 23, 1959, P. L. 86-372;

Ser. 233, June 30, 1961, P. L. 87-70

Sec. 234, June 30, 1961, P. L. 87.7
Sec. 235. August 1, 1968, P. L. 90-448;

Sec. 236, Augnst 1, 1968, P. L. 90-448;

Ser. 237, August 1. 1968, P. L. 90-448 ;

Sec. 242, August 1. 1968. P. L. 90-448:

Sec. 603, March 28, 1941. P. L. 24. 77th Congress (except
for commitments outstanding. expired April 30. 1948);
Sec. 608, May 26. 1942, P. L. 559, 77tli Congress. except
for commitments oulstanding. expired March 1, 1950:
Sec. 610, August 5. 1947, P. L. 366. 80th Congress (secs.
603 and 608 insured pursuant to sec. 610). FNMA pur-
chases discontinued by administrative action August 20,
1952: this section discontinued August 2, 1954, and ab-
sorhed by FHA section 223, but hy adwministrative action
such mortgages were not purchased by FNMA;

Sec. 611 (Individual only). August 10, 1948, P. L. 901.
80th Congress (no purchases made or committed by FNMA
and authority to purchase terminated July 7, 1953, by ad-
ministrative action) ;

Sec. 803 (Wherry Act), August 8, 1949, P. L. 211, 81at
Congress: also Armed Services Housing (Capehart hous-
ing) included pursuant to P. L. 345, 84th Congress, Aug-
ust 11. 1955 (except for commitinents outstanding, expired
October 1. 1962) ;

Sec. 809, June 13. 1956, P. L. 574, 84th Congress;

Sec. 810, September 23, 1959, P. L. 86-372;

Sec. 903, September 1. 1951, P. L. 139, 82d Congress (ex-
cept for commitments outstanding. expired August 1, 1955) ;
Sec. 908, September 1. 1951, P. L. 139, 82d Congress (ex-
cept for commitments outstanding, expired August 1, 1955) ;
Sec. 1002, August 10. 1965, P. L. 89-117;

»
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Sec. 1004, November 3, 1966, P. L. 89-754;
Sec. 1101, November 3, 1966, P. L. 89-754,

2. VA-Guaranteed Morigages

The Association was authorized on the dates indicated
below to purchasc the following types of VA mortgages-
guarantecd under the Servicemen’s Readjustment Act of
1944, or Chapter 37 of title 38, United States Code, as
amended:

Sec. 501, July 1, 1948, P. L. 864, 80th Congress;

Sec. 502, July 1, 1948, P. L. 864, 80th Congress (Pur-
chases discontinued by administrative action Novem-
ber 1. 1954 ;

Sec. 505a, July 1. 1948, P. L. 864, 80th Congress (Pur-
chases discontinued by administrative action August
20. 1952).

Public Law 531. 82d Congress, approved July 14, 1952,
and P. L. 560. 83d Congress, approved August 2, 1954,
authorized purchases of insured VA loans but by admin-
istrative action VA purchases are confined to guaranteed
mortgages. (See also footnote 17 with respect to codifica-
tion. restatement and amendment of the foregoing VA sec-
tions under chapter 37 of title 38, United States Code.)

3. Farmers Home Administration Loans

The Corporation was authorized by P. L. 89-117. ap-
proved August 10. 1965. to purchase rural housing loans
insured by the Farmers Home Administration of the De-
partment of Agriculture (FHDA loans) under title V of
the Housing Act of 1949,

Statutory Borrowing Authority

1. Prior to Enactment of the Charter Act

Maximum staintory borrowing authority or other limite-
tions outstanding at any time prior to the enactment of
the Housing Act of 1954 (P, 1. 560. 83d Congress. ap-
proved August 2. 1954) were established as follows:

Febrnary 3. 1938. P. L. 424, 75th Congress. $220 mil-
lion (20 times the sum of its paid up capital of 810
million and paid-in surpluz of $1 million):

July 1. 1948. P. L. 864. 80th Congress. $840 million
plus 40 times earned surplus (40 times the sum of its
paid up capital of $20 million and paid-in surplus of
$1 million. plus 40 times carned surplns):

Tuly 19, 1949, P. L. 176, 81st Congress. 81.500 million;
]0('!0])91' 25. 1949, P. L. 387. 81<t Congress, $2.500 mil-
ion:

April 20, 1950. P. L. 475, 81st Congress, $2.750 mil-
lion:
July 14. 1952, P. L. 531. 82nd Congress, $3,650 million.

2. Under the Charter Act

The Charter Act authorized separate borrowing author-
ity for each of the three {unctions or operations that were
established thereunder and required that separate account-
ability he maintained for each such activity. The borrow-
ing or other limitations that were prescribed by the Char-
ter Act from time to time arc as follows:

a. Secondary Market Operations

Borrowing authority is limited to 25 times the sum
of capital, capital surplus, general surplus, reserves.
and undistributed earnings applicable to such opera-
tions. An initial leverage of 10 to 1 was established
by the Charter Act on August 2, 1954 (P. L. 560, 83d
Congress). and was increased to 15 to 1 by P. L. 89-
566, approved September 10. 1966; it was further in-
creased to 20 to 1 by the Secretary of Housing and
Urban Development under the regulatory power
vested in himn by P. L. 90-448, approved August 1.
1968. by publication in the Federal Register as of
October 1, 1968, 33 F. R. 14779, 24 C. F. R. 814. Tt
was later increased to 25 to 1 by the Sccretary by
publication in the Federal Register as of December
5. 1969. 34 F. R. 19656, 24 C. F. R, 81 4.

31




b. Special Assistance Functions
(1) Under Birection of the President of the United

States »

The Charter Act as of August 2, 1954, estab.
lished a portfolio and commitment limitation of
$300 million outstanding at any one time under
the direction of the President of the United
States, including $100 million of commitments
outstanding at any one time for the purchase of
immediate (20%) participations in mortgages but
excluding the amount of any related (80%) de-
ferred participations. The authority to purchase
20 percent participations was repealed by P. L.
85-104, approved July 12, 1957, and the funds
theretofore reserved for the purchase of 20 per-
cent participations were made available for pur-
chases of whole mortgages. Public Law 85-104
also increased by $150 million to $450 million
the authorization to purchase whole mortgages.
The President’s authorization was further increased
by 8500 million to $950 million by P. L. 85-364,
approved April 1, 1958.

Under the provisions of P. L. 87-70. approved
June 30, 1961, the President’s authority was in-
creased to $2,046,546.576 by (1) a general in-
crease of $750,000,000 in special assistance au-
thority; (2) an increase of $207,188,642 repre-
sented by the transfer to his specific control of
the unused commitment and purchasing authori-
zation as of June 30, 1961, remaining from the
Special Assistance Program established by P. L.
85-364, approved April 1, 1958, the Emergency
Housing Act of 1958 (Special Assistance Pro-
gram Number 10, Low-and-Moderate-Priced Hous-
ing Mortgages), as to which commitment and
purchasing authority was terminated by P. L.
87.70, and (3) an increase on July 1, 1961, of
$139,357,934, which amount was equal to the net
decrease during the fiscal vear 1961 in the aggre-
gate principal amount of all mortgages owned by
the Association under its Management and Liqui-
dating Functions.

Public Law 87-70 provided for the transfer on
July 1 of each of the years 1961 through 1964 of
an amount equal to the net liquidation of the
portfolio of the Management and Liquidating
Functions during the preceding fiscal year, com-
puted in the manner described in the next pre-
ceding paragraph of this subsection, and its
merger with, the special assistance authority that
is under the direction of the President of the
United States and for such authority to be in-
creased by any amounts so transferred. The
amounts by which the authority of the President
was expanded under this arrangement were $139,-
357,934 on July 1, 1961, $170,472.120 on July 1,
1962, $146,028.069 on July 1. 1963, and $147,221.-
681 on July 1, 1964.

The President’s special assistance authority
was expanded by P. L. 89-117, approved August
10, 1965, by (1) a general increase of $100,-
000,000 on August 10, 1965; (2) an increase on
August 10, 1965, of $303,760,878, represented by
the transfer to his specific control of the unused
commitment and purchasing authority remaining
as of that date from the Armed Services Housing
program {(authorized by the Congress under P.
L. 345, 84th Congress, approved August 11, 1955,
(Special Assistance Program Number 7)) after
reserving $58,750,000 for use in making commit-
ments to purchase and purchases of FHA section
809 mortgages. The 1965 Act also provided for
additional general increases as follows: $450,000,.
000 on July 1, 1966, (rescinded by P. L. 89-429,
approved May 24, 1966); $550,000,000 on July

1, 1967; and $525,000,000 on July 1, 1968. It also.

requires the transfer to, and merger with, the
President’s authority on July 1, 1966, and on
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July 1 of each year thereafter of the unused com-
mitment and purchase authority remaining in
Special Assistance Program Number 7 as of the
end of the preceding fiscal year after reserving
$58,750,000 for commitments to purchase and
purchases of FHA section 809 mortgages, as
above set forth. The amounts so transferred were
$4,387,833 on July 1, 1966, $6,209,900 on July 1,
1967, and $5,299,254 on July 1, 1968. The Presi-
dent’s authority was decreased by $500,000,000 on
September 10, 1966, by P. L. 89-566, approved on
that date, by transfer of that amount to the special
assistance program authorized by the Congress
for low-and-moderate-cost housing mortgages. P.
L. 90-448, approved August 1, 1968, will increase
the President’s authority by $500,000,000 effective
on July 1, 1969. The aggregate amount of out-
standing special assistance authority subject to
direction of the President of the United States
as of August 31, 1968, was $3,504.9 million.

Under Direction of the Congress

By a series of legislation enacted prior to Sep-
tember 30, 1959, the Congress had established spe-
cific special assistance programs with commitment
and purchasing authority totaling 81,725 million
outstanding at any one time. The aggregate author-
ity provided for these Congressional programs was
decreased on June 30, 1961, by $207,188,642
(represented by the decrease in Special Assist-
ance Program Number 10 as above described) to
$1,517,811,358, which amount is to be further
progressively reduced by an amount equal to the
principal reduction of the mortgages owned by
the Association under its program Number 10.
Also, as above stated, authority for specific
Congressional programs was decreased on August
10, 1965, by $303,760,878 (said amount being the
then unused portion of the authorization that
had bheen made available for Special Assistance
Program Number 7, exclusive of $58,750.000 re-.
served for commitments to purchase and pur-
chases of FHA section 809 mortgages), and was
to be further reduced on July 1, 1966, and each
July 1 thereafter by an amount equal to that
which otherwise would be available for new
purchases under the program. The Association’s
Congressional special assistance authority was
reduced by $4,387,833, $6.209,900, and $5,299,254,
respectivelv. on July 1, 1966, July 1, 1967, and
July 1, 1968, pursuant to that legislation. The
.Congressional authority was increased by 81
billion on September 10, 1966, through the estab-
lishment under P. L. 89-566. of a special assist-
ance housing program of that amount for low
and moderate-income families. As noted above,
$500 million of that amount was obtained by
reducing the authority of the President for specif-
ic programs and the remaining $500 million was
provided in the form of additional borrowing au-
thority from the Secretary of the Treasury, thereby
increasing the total authority for all congressional
special assistance programs from $1,725 million
to $2,725 million. As of August 31, 1968, the
amount of authority outstanding in respect to the
various special assistance programs that had been
established by the Congress aggregated 81,500.3
million.

The special assistance programs which at Au-
gust 31, 1968, had been established under author-
ity of the Charter Act are described on pages
33-35.

c. Management and Liquidating
Functions
The total mortgages and commitments held by the

Association under its Management and Liquidating
Functions could not exceed those outstanding at

(2
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October 31, 1954, and in no event could they exceed
83,650 million (excluding therefrom the amount of
afy wmortgages, loans or obligations acquired by it
from authorized sources pursuant to P. L. 86-372,
approved September 23, 1959, and P. L. 89-117, ap-
proved August 10, 1965, (see footnote 40). At Octo-
ber 31, 1954, the DManagement and Liquidating
Functions portfolio and purchase liability aggregated
§3,012.9 million; thereafter, the outstanding wmort-
gages, commitments or other obligations under these
functions were reqyuired by law to be reduced by
orderly liquidation until their complete dizposition
is effected. As previously stated in subsection (2)(b)
(1) of this section, authority equal to the net amounts
by which this portfolio was decreased during fiscal
vears 1961 through 1964 (aggregating 2603.079.804)
was Iransferred to, and merged with the authority
of the President of the United States in respect to
the Ascociation’s Special Assistance Functions.

Special Assistance Programs Established by
the President of the United States

The President of the United States, after taking into
account (1) the conditions in the building industry and the
national economy and (2) conditions affecting the home
mortgage investment market generally. or various types or
classifications of home mortgages. or both, and after deter-
mining that such action is in the public interest, could
under section 305(a) of the Charter Act, authorize the Asso-
ciation, for such period of time and to such extent as he
prescribed, to exercise its powers to make commitments to
purchase and to purchase such types, classes, or categories
of home mortgages (including participations therein) as he
determined. Pursuant to this authorily, the President had, as
of August 31, 1968, approved the establishment of the
following special assistance programs, which on September
1, 1968 became responsibilities of GNMA.

Program
Number  Description and Limitation of Program
1  $5 million of purchases and commitments outstand-

ing al any one time covering residential properties
intended to be imade available primarily for fam-
ilies who are the victims of a catastrophe that the
President of the Unitcd States has determined to
be a major disaster pursuant to P. L. 875, 81«1
Congress, approved September 30, 1950. Established
September 14, 1954, in the amount of $10 million,
but reduced by 85 million to $5 million on October
1. 1966:
§25 million of purchases and counmitments out-
standing at any onc time, covering residential prop-
erties on the Island of Guam. Originally authorized
for 815 million, but subsequently reduced or in-
creased, as follows:
ta) deereased by $§7.5 million to $7.5 million on
April 4, 1938;
(b) increased by $4 million to $11.5 million on
April 10, 1968;
(¢) increased by $13.5 million 1o $25 million on
July 22, 1968 ;
8260 million of purchases and commitments out-
standing at any one time covering residential prop-
erticz rehabilitated or construcicd in connection
with Rehabilitation or Neighborhood Conservatinon
housing programs and for families that are dis-
placed from urban renewal areas or as a result of
Government action. Establiched Januvary 26. 1955,
for 8100 million. and subsequently increased, or re-
duced. ac follows:

(a) increased by 850 million to $150 million on
October 10. 1957:
(1)) increased by $250 million to $400 million on

April 4, 1938;

(c) increased by $200 wmillion to $600 million o
September 8, 1959;

(d} increased by $50 million to $650 million
Janvary 5. 1961;

)]

on
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Program
Nummher Description and Limitation of Program
(e) increased by $75 willion to §725 million on
August 4, 1961, including authority to pur-
chase FHA-insured section 220(h) home im-
provement loans in urban renewal areas;
tf) increased by £150 million to £875 million on
July 20, 1962;
(g) reduced hy §112.5 million to £762.5 millien on
June 14. 1965;
U1 reduced by 8502.5 million to $260 million on
October 1, 1966;
1 857 million of purchases and commitments out-

(93]

standing at any one time covering lhousing located
in Alaska. Established July 1, 1955. for 810 mil-
lion and subsequently increased, or reduced, as
follows:

tal increased by &5 million 1o 815 million on
April L 1938;

(h) increased by 85 million to 820 million on
November 6. 1958:

(¢) inereased by 88 million to 828 million on
June 4. 1959;

td) increased by €10 million to 838 million en
Novembher 27, 1959

te) inereased hy €10 million to $48 million on
April 22. 1960

tf1 increased hy R10 million to 838 wmillion on

March 21,1961
ta) reduced to $56.973.000 in December 1963, and

terminated ;
Program terminated January 310 1963, subject to
then cutstanding commitment:. Mortrages on hous.
ing in \Alaska were made cligible for purchasze un-
der the Sceondary Market Operations on March
13. 1962:
11 million of purchases amd commitments cover-
ing defense houzing programed by the HHF A Ad-
ministrator in an arca determined by the President
of the I'nited States to be a critical defense housing
arca. and FH\ ~cction 803 (Wherry et military
lousing)  morteage~ with respect to which FHA
issued a commitment {o insure prior fo Auzust 1)
1955. Established July 1. 1955, for $25 million. hut
reduced ta $11.131.000 October 10, 1957, and to
€11.072.000 oun Mpril 4. 1958, and terminated:
€1 million of purchases and commitmients outstand-
ine at any one time covering FHA-insured section
213 consumer type cooperative housing mortgages,
Extablished Jonuary 8. 1962, for 10 million. but
reduced 10 €8 million January 31. 1963. and to
£710.000 June 30. 1964, cnd terminated:
8533 million of purcha-cs and commitments owt-
standing at any one time covering residential prop-
erties for elderly persons. Established October 18.
1956. for 820 million. and subsequently increased.
or reduced. as follows:

(a) increased by 8§50 million to 8§70 million on
April 4. 19538:

(1) increased by €20 million to 290 million on
March 9. 1960:

(¢) increased Dby $30 miillion to 8120 million on
Augzust 1, 1960:

(d) increazed by 810 million to f130 wmillion on
January 17. 1961:

(e} increasced Dby 830 million 1o 8160 million on
June 8.1961;

(f) increased by $41 million to $201 million on
August 4. 1961:

{e) increased by $50 million to $251 million on
March 14. 1962;

(Y reduced by 8196 million to $35 wmillien on

October 1, 1966:
On February 16. 1962, purchases under this pro-
gram were restricted to nonprofit type FHA insured
section 231 mortgages.
Effective on January 1, 1962, FHA-insured section
203 wmorigages covering housing for clderly persons
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Program >

Number

11

Description and Limitation of Program

were made cligible for purchase under the Second-
ary Market Operations, and on February 16, 1962.
both profit motivated and nonprofit FHA-insured
section 231 wmortgages were made eligible for pur-
chase under the Secondary Market Operations;

82 million of purchases and commitments relating
to FHA-insured sections 203¢h), 203(i) and 222
housing mortgages with original principal balances
of 810,000 or less. Established March 7, 1958, for
€200 millinn, but reduced to $4 million on April 4,
1958, and on Jjune 4. 1958, to $1.744.000, and
terminated;

§2,520 million of purchases and commitments out-
standing at any one time covering FHA-insured
section  221(d1(3)  below-market interest rate
lou~ing niortgages, Established August 4. 1961, for
$30 million. and <ubsequently inereazcd. as follows:
tat §100 million to $130 million on March 14. 1962;
thyy 8230 million to $380 million on July 20, 1962,
(¢c) $370 million to 8730 million on July 29, 1963;
td) £200 million 10 $950 million on May 15, 1964;
fe) $350 wmillion to $1.3C0 million on August 10,

1964

(fr $112.5 million to $1,412.5 niillion on June 14,
1965 ;

{g) $325 million to $1.837.5 million on October 5,
1964

thr €32.5 million to 81.870 million on October 1,
1966

i) 300 willion to $2.170 million on August 29,
1907 -

(j1 $350 million to $2.520 million on July 22, 1968;

S13 million of purchases and commitments out-
<tanding at any one time covering FHA.insured
cection 233 experimental hou<ing mortgaaes. E<tah-
li~hed Augu~t 4. 1961. for §3 million and subse-
quently increased. or reduced, as follows:

tar increa~ed hy §10 million to $15 million on

Mav 7. 1965:
thy reduced by 82 million 1o §13 milfion on Qecto-
bher 1. 1966

S5 miltion of purchases and commitments  out-
ctanding al auy one time covering housing on ve-
<tricted Indian land<. Extablished October 10. 1962.
S200 million of purchases and commitments out-
<landing at any one time covering mortgages on
houcing ~ubject 10 annual payment contracts en-
tered into under section 101 of the Housing and
Urban Development Act of 1965, which are in-ured
under <ection 221(d1 (3) of the National Housing
Act and bear interest at the maximum rate per-
mitted by FHA regulations commonly referred to
a~ Rent Supplement Honsing, Eetablished October
1. 1966,

Special Assistance Programs Established by
the Congress

In addition to the special programs that could be under-
taken pursuant to specific authorization of the President of
the United States, the Association was directly authorized
by the Congress to undertake four other special programs,
and in conncction therewith to:

Program

Number

6

Description and Limitation of Program

Enter into advanee commitment contracts and pur-
cha=e trancactions not in excess of 8225 million out-
~tanding at any one timc if such commitments or
transactions relate to mortgages with respect to
whiel the Federal Housing Commissioner <hall
have i=sued pursuant to section 213 either a com
mitment to insure or a statement of eligibility. With
respeet to 8200 million of the overall authorization,
comitments in any State may not exceed $20 mil-
lion outstanding at any one time, and $50 million

Program

Number

34

Description and Limitation of Program

shall be available solely for commitments or pur-
chases of mortgages certified by FHA to be “con-
sumer” cooperatives; also, of the commitments in
any one State, not more than §15 million may he
outstanding at any one time for commitments and
purchases of non-consumer types of cooperative
housing mortgages. Of the remaining $25 million.
which is not subject to a State limitation, $12.3
million shall be available for commitments or pur-
chascs of mortgages certified by FHA to be con-
sumer cooperatives and £12.5 million for huilder-
spon<ored cooperative mortzages. Public Law 345.
84th Congress. approved August 11, 1955. estab-
lished a commitment and purcha-ing authorization
of S350 million outstanding at any one time with a
S5 million State commitment limitation: the au-
thorization was increased to $100 million by P. L.
85-10. approved March 27, 1957. and the State
limitation on commitments was increased to $10
million: the authorization was increased to $200
million by P. L. 85-104. approved July 12, 1957.
and to $225 million by P. 86-372. approved
September 23, 1939. a< herein deseribed;

Make commitmenis to purchase and purchase mort-
gages which are insured by FHA under title VIII
of the National Housing Act, as amended on or
after Nugust 11. 19535, provided the total amount
of purchases and commitiments to purchase such
morigages do not exceed 8500 million outstanding
at any onc time. and of which not less than $38.75
million shall be made available for purchases and
commitments to purchase section 809 mortgages
convering sales type housing for essential civilian
emplovees at a rescarch or development installa-
tion of one of the military departments of the
U'nited States and emplovees connected with any
NASA or AEC rezearch or developiment installation.

Public Law 345. 84th Congress, approred August
11. 1955, established a section 803 commitment andl
nurchasing authority of 8200 million outstanding
at any one time: civilian cmployee housing (section
8091 was added by P. L. 574. 84th Congress. ap-
proved June 13. 1956. and mortgages covering
rental-type housing for military and eszential eivil-
ian emplovees in defense impacted areas (=ection
810). by P. L. 86-372. approved September 23.
1959. Sections 809 and 810 were expanded by
P. L. 88-127, approved September 23. 1963, to in-
clude housing for emplovees of the National Aero-
nautics and Space Administration (NAS\A) and
Atomic Energy Commission employees (AEC) at
any NASA or AEC research or development in-
stallations; the authorization was increased to $450
million by P. L. 85-104, approved July 12, 1957, of
which 7.5 percent (833.75 million) was reserved
for ccction 809 mortgages: the authorization was
further increased to $500 million bv P. L. 85-364.
approved April 1, 1958, and the amount reserved
for section 809 mortgages was increased to 838.75
million,

Purchasing and commitment authority under this
program was cdecreased on August 10, 1965, by
$303.760.878 to $196.239,122 pursuant 1o P. L.
89-117. under which there was required 10 he trans-
ferred to. and merged with. the special assistance
funds under direction of the President authority
equal to the amount which, on August 10. 1963, was
otherwise available for commitments and purchases
of FHA section 803 and 810 mortgages; transfers
and mergers are required to be similarly effected on
July 1. 1966. and on July 1 of each vear thercafter
of the eommitment and purchasc authority remain-
ing unuscd as of the end of the preceding fiscal
vear in respect to FHA sectjon 803 and 810 mort-
gages. The amount transferred to. and merged
with. the President’s authority on July 1. 1966,
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Program
Numbeg Description and Limitation of Program

10

*July 1, 1967, and July 1, 1968, was $4,387,833,
*%6,209,900, and $5,299,254, respectively. Of the total
authority provided for this program, $58,750,000 is
required to be reserved for commitments and pur-
chases of FHA-insured section 809 mortgages.

The section 803 military housing mortgages in-

cluded in this program are the so-called Capehart
military housing mortgages which are identified with
Senator Capehart of Indiana, sponsor of the legis-
lation authorizing the establishment of armed serv-
ices housing insurance.
Make commitments to purchase and purchase mort-
gages which were insured by FHA under title [I
of the National Housing Act or which were guar-
anteed by VA under the Servicemen’s Readjustment
Act of 1944 provided (a) the original principal
balance of any such mortgage did not cxceed $13,-
500, (b) construction of the related lousing had
not commenced at the time application was made
for the Association’s commitment, and (c¢) the
total amount of purchases and commitments under
this authority did not cxeeed &1 billion outstanding
at any one time.

Program established by P. L. 85-364, approved
April 1, 1958, The issuance of commitments was
discontinued by administrative action on October
8, 1958. P. L. 87-70, approved June 30. 1961,
terminated this program and reduced the commit-
ment and purchasing authority thereunder by $207.-
188.642 to $792.811.358, which amount will be fur-
ther progressively reduced by an amount equal to
the principal reduction of the mortgages held in the
Association’s portfolio under this program. At
August 31, 1968, the Association’s authority under
this program had been reduced by €905 million to
£95 million.

e e i o~ 14 __Mlake commitments to purchase and purchasc mort-

gages which are insured by FHA under title 1l of
the National Housing Act or guaranteed by VA
under Chapter 37 of title 38. U. S. Code, provided
(a) the original principal balance of any such
mortgage does not cxceed $15.000, or $§17.500
(822,500 in Alaska, Guam or Hawaii) if the Secre-
tary of Housing and Urban Development finds that
cost levels in any arca so require, () construetion
of the related housing has not commenced at the
time application is made for FNMA’s commitment,
and (c) the total of purchases and commitments
under this authority does not exceed $1 billion out-
standing at any one time,

Program - established by P. L. 89-566, approved
September 10, 1966. Of the $1 billion authority,
8500 wmillion was obtained by reducing the au-
thority of the President for specific programs and
transferring that amount to this program and the
remaining 2500 wmillion was authorized to he hor-
rowed from the Secretary of the Treasury.

Statutory and Administrative Mortgage
Amount Limitations

1. Prior to 1954

Prior to Juiy 1, 1948, the dollar amount of a mort-
gage that could be purchased by the Association was
not limited by statute or by administrative determina-
tion. Public Law 864, 80th Congress, approved July 1,
1948, provided that no mortgage could be purchased
by the Association if its original principal amount
exceeds or exceeded $10,000 for each family resi-
dence or dwelling unit covered by the mortgage. The
810,000 limitation was not applicable, however, to
contracts entered into prior to November 1, 1954
relating to FHA-insured mortgages on housing located
in Alaska (P. L. 52, 81st Congress, approved April
23, 1949); or in Guam or Hawaii (P. L. 94, 83d

Congress, approved June 30, 1953) ; or to a qualified

FHA-insured section 213 cooperative housing mort-

gage if such mortgage was the subject of a commit. .
ment made by the Association and covered housing

in which the number of rooms equaled or exceeded

six for each fawily unit and in which the number of

bedrooms equaled or exceeded three for each family

unit (P.L. 94, 83d Congress).

2. Special Assistance Functions

The dollar limitation on the original principal
amount of a mortgage that could be purchased under
the Special Assistance Functions was established by
P. L. 560, 83d Congress, approved August 2, 1954,
at 815.000 per family dwelling unit. The $15,000
statutory limitation was incrcased by P. L. 86-372,
approved September 23, 1959, to $17,500 in original
principal amount for each family residence or dwell-
ing unit covered by the mortzage. The increased
mortgage amount limitation was administratively es-
tablished on November 7, 1959, for all special assist-
ance programs not otherwisc exempted from the
limitation by statute.

Mortgages covering property located in Hawaii,
Alaska and Guam and FHA-insured section 803 hous-
ing were made excmipt from any dollar amount limita-
tion by P. L. 1020, 84th Congress, approved August 7,
1936. A ceiling of $13,500 was prescribed for each
single family housing morigage originated under
the Association’s 81 billion emergency special assist-
ance program established by P. L. 85-364, approved
April 1, 1958. The 817,500 ceciling exemption pro-
vided for section 803 mortgages by P. L. 1020, 84th
Congress was also accorded to FHA-insured section
220 mortgages by P. L. 86-372, approved September
23. 1959; and to FHA.insured section 213 mortgages
on cooperative housing located in urban renewal
arcas and FHA-insured sections 809 and 810 mort-
zages by P. L. 87.70. approved Junc 30. 1961. The
limitation was removed on August 10, 1965, by P. L.
89-117, approved August 10. 1965, in respect to any
FHA scetion 221(d) (3) below-market interest rate
mortgage if the related property has the benefit of a
local tax abatement sufficient to keep rentals at the
level they would he if the §17.500 limitation were ap-
plied. The 1965 act increased to $20.000 for cach
residence or dwelling unit the maximum amonnt of
any mortgage not otherwise exempted by statute, if
such family residence or dwelling unit contains four
or more bedrooms. P. L. 89-566. approved September
10. 1966, established a general mortgage amount
ceiling of $15.000 for cach single familv mortzage
purchased under the $1 bhillion special assistance
program authorized by that act. provided. however,
that the ceiling could be 817.500 ($22.500 in Alaska.
Guam, or Hawaii) in any geographical area where
the Scerctary of Housing and Urhan Development
found that cost levels so required. P.L. 89-754, ap-
proved November 3. 1966. exempted any FHA-insured
title X wmortgage from the $17,500 statutory aniount
limitation if such mortzage related to a new com-
munity.

3. Secondary Market Operations (SMO)

The dollar limitation on the original principal amount of
a mortgage that could be purchased by the Corporation
under SMO was established by P.L. 560, 830 Congress,
approved August 1, 1954, at $15.000 per family residence
or dwelling unit. The $15,000 statutory limitation was in-
creased to $20,000 of principal obligation for each family
residence or dwelling unit by P.L. 86-372, approved Sep-
tember 23, 1959, The maximum limitation was administrat-
ively increased to $20,000 in original principal amount on
January 5, 1960. The statutory mortgage amount limitation
was eliminated by P.L. 88-560, approved September 2, 1964.
Effective April 2, 1966, the maximum ceiling was adminis-
tratively established at $15,000, except in respect to Hawaii
and Alaska, to reduce the volume of mortgages then being
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offered for purchase and to conserve Corporation funds.
The limit was established at $18,750 on Hawaii mortgages
(25% sbove $15,000), but was not imposed on Alaska mort-
gages in view of the high cost aspects of housing in that
area. On October 4, 1966, the ceiling was increased to
$25,000 in respect to proposed new construction and $17,500
on existing homes ($25,000 and $18,750 respectively, in
Hawaii, but none in Alaska). The ceiling on existing home
mortgages was increased to $20,000 on November 2, 1966,
in all States except Alaska. The purchase ceilings were re-
moved effective February 3, 1967.

Statutory Dollar Volume Limitations on
Mortgage Purchases

Statutory limitations on the dollar volume of mortgages
that could hc purchased from a sellcr were established at
various times as follows:

Public Law 864, 80th Congress, approved July 1, 1948,
limited purchases to 25 percent of the overall dollar
amount of all loans, hoth FHA and VA, originated by a
seller which would otherwise qualify for purchase; this
limitation was increased on August 10, 1948, to 50 percent
by P. L. 901, 80th Congress. Under P. L. 387, 8lst Con-
gress, approved QOctoher 25, 1949, VA section 501 mort-
gages guaranteed after Octoher 25, 1949, and FHA section
803 mortgages were cxempted from the restriction and
under P. L. 531. 82nd Congress, approved July 14, 1952,
the 50 percent limitation (established at 25 percent by
administrative action in respect to FHA mortgages) was
reimposed with respect to all mortgages except those cov-
ering defensc, disaster, and military housing. Mortgages
delivered for purchase under an Advance Contract to
Purchase (“one-for-one” program described on page 37
were exempted from the purchase limitation by P. L. 94,
83d Congress, approved June 30, 1953; the limitation was
entirely omitted as a purchasing requirement under P. L.
560, 83d Congress, approved August 2, 1954, The dollar
volume limitations were ncver made applicable to mort-
gages covering Alaska housing.

Limitation on Ownership of Morigages

Public Law 864, BOth Congress, approved July 1, 1948,
provided that no mortgage could be offered for purchase
if it were previously sold by the originating mortgagee
beforc the offering datc. This requirement was eliminated
on Auvgust 2, 1954, by P. L. 560, 83d Congress, but was
reimposed administratively effective Septemher 7, 1956 in
respect to mortgages offered for purchase under the Spe-
cial Assistance Functions.

Purchases of Mortgages from Federal, State, or
Municipal Instrumentalities

Public Law 864, 80th Congress, approved July 1, 1948,
contained a general provision prohibiting the Association
from purchasing a mortgage if it werc offered by, or
covercd property held by, a Federal, State or municipal
instrumentality, and was expanded by P. L. 560, 83d Con-
cress, approved August 2, 1954, to include a territorial
instrumentality in that restriction. The restriction was
modified in some degree by P. L. 86-372, approved Sep-
tember 23, 1939, to permit the Association, under its Man-
agement and Liquidating Functions, to commit to purchase
and to purchase, service, or sell any mortgages offered to it
by the HHFA Administrator or by the Agency’s constituent
units or agencies. Public Law 87-70, approved June 30,
1961, removed the restriction with respect lo any mortgage
which is insured by FHA under section 221(d) (3) of the
National Housing Act and the mortgagor is a public body
or agency which is not receiving financial assistance from
the United States exclusively pursuant to the United States
Housing Act of 1937. Further liberalization was provided
by P. L. 89117, approved August 10. 1965, to allow the
Association, under its Management and Liquidating Func-
tiong, to commit to purchase, and to purchase, service or
sell any mortgages covering residential property offered to
it by any Federal instrumentality or the head thereof. Also.
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under that law, the Corporation under the SMO can purchase
qualified FHA or VA mortgages and FHDA loans from any
Federal instrumentality having authority to effect such sales
and to acquire the Corporation’s common stock; and to
purchase FHDA loans from State, territorial, or municipal
instrumentalities. Public Law 90-448, approved August 1,
1968, repealed the statutory restriction on the Corporation’s
purchases of eligible insured and guaranteed mortgages
from Federal, State and Municipal instrumentalities.

Waiting and Cutoff Periods

1. Prior to 1954

Under P. L. 864, 80th Congress, approved July 1,
1948, purchases were limited to mortgages which were
insured or guaranteed after April 30, 1948. Effective
on May 10, 1950, the Association established a re.
quirement (which was applicable to over-the-counter
or immediate purchases) specifying that the VA
Certificate of Guaranty or the FHA Insurance En-
dorsement must have heen dated not less than two
months nor more than twelve months prior to the
date of delivery of a mortgage to the Association for
purchase, Mortgages covering defense, military. disas-
ter and Alaska housing, and mortgages delivered
pursuant to commitment contracts or to a Purchase
Receipt were not subject to the two months waiting
period. The two months waiting period requirement
was adopted for the purpose of encouraging sellers to
dispose of their mortgages in the private secondary
market rather than in the Association-financed secon-
dary market, therehy conserving the Association’s
purchasing authorization and lessening the impact of
the Association’s activities on the Federal budget.
Public Law 531, 82nd Congress. approved July 14,
1952, established a February 29, 1952, cutoff on pur-
chases of mortgages other than those relating to
defense and disaster housing.

. Special Assistance Functions

By administrative action, eflective September 28,
1956, the Association required that an offer of a home
mortgage (ie,, a mortgage covering property upon
which there is located a dwelling designed principally
for residential use for not more than four families)
for sale to the Association on an immediate purchase
basis in the Special Assistance Functions must be
made to the Association within three months of the
date of the final FHA lInsurance Endorsement or the
VA Certificate of Guaranty. On March 21, 1960, the
offering cutoff period for mortgages under the Spe-
cial Assistance Functions was established at four
months,

2. The Secondary Market Operations

The offering restriction was established at four monthe
by administrative action en November 23, 1936, in respect
to immediate purchases; it was extended to 12 months on
June 30, 1958, reestablished al four mmonths on September
12, 1959, and on November 28, 1962, the cutoff was fixed
at August 2, 1954, the earliest date then permitted by the
Charter Act; on and after January 18, 1966, mortgages
were rcquired 1o be submitted for purchase within four
months following issuance of the FHA insurance or VA
Certificate of Guaranty. The four-month delivery require-
ment was repealed eflfcctive February 3, 1967, thereby per-
mitting delivery of acceptable mortgages that were insured
or guaranteed on or after August 2, 1954. Public Law
90-448, approved August 1, 1968, repealed the August 2,
1954, statutory cutoff datc which had been established by
P. L. 560, 83d Congress.

Types of Mortgage Acquisition Programs

Froni time to time, mortgages have been acquired under
various arrangements designed to achieve certain preseribed
objectives or to aid in financing certain types or categories
gflhousing. These purchasing arrangements are described

elow:



1. Immediate or Over-the-Counter Purchases

Mortgages on one-to-four family housing have been regu.
larly purchased on an over-the-counter or immediate pur-
chase bgsis under all of the operations or functions. Such
purchases related to mortgages on existing construction
(housing that was in existence at the time of the contract)
that were then ready for delivery for purchase. Multi-family
housing mortgages are also purchased over-the-counter
under the Secondary Market Operations. Immediate pur-
chases of one-to-four family housing mortgages were dis-
continued under the Secondary Market Operations on May
4, 1968, and were replaced by purchases under the Corpora-
tion’s Free Market System,

2. “Set Aside Funds” (Management and Liquidating Func.
tions)

In addition to regular over-the-counter and commitment
purchases of mortgages covering nondefense and non-
disaster housing the Association, by administrative actions
taken during the last half of calendar year 1951, “set
aside” a total of $600 million of its uncommitted funds
(ie., $350 million on July 15, $50 million on August 31,
and $200 million on October 2) to be available for over-
the-counter or immediate purchases of eligible FHA-insured
or VA-gzuaranteed mortgages covering (a) housing pro-
gramed by the Housing and Home Finance Administrator
in ecritical defense housing areas prior to November 21,
1951. (HHFA Programs 1 through 94), (b) military hous-
ing insured under title VIII of the National Housing Act
as to which FHA commitments to insure were issued on or
after March 1, 1951 but prior to November 21, 1951, (the
so-called Wherry Act military housing which is identified
with Senator Wherry of Nebraska, co-sponsor with Senator
Maybank of South Carolina of the legislation under which
authority to insure scction 803 housing mortgages was
initially authoriced), and (c¢) lousing intended to meet
the needs of families who were victims of catastrophes
whicli the President of the United States had determined
to be major disasters. The setting aside of funds for these
purchiases was not a contractual undertaking by the Asso-
ciation to purchase mortgages, but it did provide reason-
able assurance that funds would be available when the
mortgages were presented for purchasc.

3. Purchase Receipt Program (Management and Liquidat-
ing Functions)

Between October 1, 1952, and June 30, 1953. the Associa-
tion, by administrative action, established special PPurchase
Funds to be available for over-the-vounter or immediate
purchases of eligible mortgages froni those institutions that
purchased nondefense and nondisaster mortgages from that
portfvlio. This program provided for the issuance without
charge or fee of a non-contractnal and nontransferable
Purchase Receipt either to ta) the purchaser that signed
the Association’s Mortgage Sales Agreement or (b)) the
immediate assignee of the mortgages, in an amount equal
to the unpaid principal amount of the nondefen-e and
nondisaster mortgages that were purchased from the Aszso-
ciation’s portfolio. The holder of the Purchase Reccipt was
thereafier permitted to sell to the Association within onc
vear after izsuance thereof an equal dellar volume of mort-
cages which. at the time of delivery, met all the statutory
and adminicirative requirements applicable to other over-
the-counter sales. Mortgages totaling $46.1 million were
cold in connection with the Purchase Receipt program dur-
ing the nine-month peried it was in operation and mort-
eages aggregating $40.3 million were purchased pursuant
to the arrangements. The program was succeeded by a
procedure made possible by authority contained in P. L. 94.
83d Congress, approved June 30. 1953, under which the
Association could issue commitments (Advance Contract to
Purchase (“one-for-one” commitments)) on a basis de-
seribed in subsection (4) immediately following.

4, “One-for-One” Program ( Advance Contract to Purchase)
—Management & Liquidating Functions

The Association on July 27, 1953, announced the in-
auguration of a program to purchase and sell mortgages on
the hasis of what came to be known as the “one-for-one”
progran. This program, authorized by P. L. 94, 83d Con-
gress, approved June 30, 1933, enabled the Association to
issue commitments (Advance Contract to Purchase) pro-
viding for the purchase of eligible mortzages within one
vear after issnance of the contracts in a dollar amount
equal to the principal amount paid to the Association for
mortgages which investors had purchased from the Man-
agement and Liquidating Functions portfolio. The “one-
for-one” contracts were issued either to (a) the purchaser
that signed a Mortgzage Sales Agreement. or (b) the im-
mediate assignec of the mortzages. The “one-for-one” plan
expired July 1. 1954, and the total amount of the com-
mitments that could be issued thercunder cculd not exceed
8500 million.

The Association initially offercd in connection with its
“one-for-one” program to sell mortgages on one-to-four
family dwellings at prices ranging from 96 to 100 and. on
January 29, 1954, increased the rate to prices ranging from
98 to 100. Sales of mortgages covering multi-family housing
mortgages were effccted on a negotiated bacis. Under this
procedure. the Association purchased only those mortgages
bearing the highest interest rates permitted hy FHA and
VA (4% percent covering one-to-four family dwellings and
414 percent on multifamily dwellings).

In order to obtain an Advance Contract to Purchase from
the Association as a part of its “one-for-one” program. a
purchaser was charged a nom-refundable commitment fee
equal to 1 percent of the total amount of the contract, and
sellers delivering mortgages under such contracts were re-
quired to pay an Acquisition and Scrvice charge equal to
1% of 1 percent of the aggregate principal amount paid for
the mortgages by the Association under the contracts. The
“one-for-one” commitments were not subject to extension
nor were the commitnient amounts increased.

During the eleven months the “one-for-one™ prograni was
in operation (July 23, 1933, through June 30, 1954). the
unpaid principal balanees of the mortgages sold under the
~one-for-one” procedurc totaled $514.395.000 and purchase
dizcounts absorbed in connection therewith totaled 814,483.-
000. resulting in net proceeds to the Assaociation of $499.-
812.000. Advance Contracts were issued in the amount of
$499.812,000. Mortgages tolaling $431.482,000 were deliv-
ered for purchase under these commitments and contracts
amounting to §65.330.000 were cither cancclled or expired.

5. Dejense-Disaster Housing Mortguges—anagement and

Liquidating Functions

Public Law 139. 82d Corfgress, approved September 1,
1951, authorized the Association 1o issue before December
31. 1931, advance commitments which did not exceed $200
million outstanding at any one time, if such commitments
related to morteages (a) covering defense honsing pro-
eramed by the Housing and Home Finance Administrator
in an area determined by the President of the United
States, or his designee, to be a critical defense housing
area; or (h) with respect to which the Federal Housing
Commissioner had issued a commitment to insure pursuant
to title VI of the National Housing Act. as amended.
(Wherry Act military housing) ; or {(c¢) covering lousing
intended to he made available primarvily for families who
were victims of calastrophes which the President of the
United States Lad determined to be major disasters.

The commitment authority provided in P. L. 139 was
increased by P. L. 309, 82d Congress. approved April 9.
1952, to $252 million; P. L. 331, 82d Congress, approved
July 14, 1952, increased the amount to $1.152 million out-
standing at any one time and provided a June 30. 1953.
termination date; P. L. 94, 83d Congress, approved June
30. 1953. changed the termination date to June 30. 1954
tsubsequently extended to July 310 1954 by P, 1. 438. 83d
Congress. approved June 29, 1951), and repealed the re-
striction that no part of the 8900 million of purchasing
authority provided by P. L. 531 could be used for over-the-




counter purcKases of nondefense and nondisaster housing
mortgages.

6. Cooperative Housing Mortgages

Public Law 243, 82d Congress, approved October 30, 1951,
authorized the Association to enter into advance commit-
ments which did not exceed $30 million outstanding at any
one time, if such commitments related to mortgages with
respect to which the Federal Housing Commissioner had
issued prior to June 29, 1951, pursuant to section 213 of
the National Housing Act, as amended, either a commit-
ment to insure or a statement of eligibility, provided not
more than $3.5 million of such authorization was made
available to any one State. Public Law 243 was amended by
P.L. 94, 83d Congress, approved June 30, 1953, by substitut-
ing September 1, 1953, for June 29, 1951, as the final date
on which the FHA commitment or statement of eligibility
could be issued, and by removing the $10,000 statutory
mortgage amount limitation for each dwelling unit under
circumstances outlined on page 000. Public Law 243 was
repealed on August 2, 1954, by P.L. 560, 83d Congress. The
Association’s cooperative housing commitment authority was
reestablished by direct authorization of the Congress under
the provisions of P.L. 345, 84th Congress, approved August
11, 1955, as part of the Special Assistance Functions (page

(S)O). FHA section 213 morigages are also purchased in the
MO.

7. Transfers and Purchases from Other Federal Govern-
ment Instrumentalities — Management and Liquidating
Functions

Public Law 86-372, approved September 23, 1959, au-
thorized the Association under its Management and Liqui-
dating Functions to make commitments to purchase and
to purchase, service, or sell any mortgages offered to it by
the HHFA Administrator, or the HHFA, or by such
Agency’s constituent units or agencies or the heads thereof,
after such Administrator had found the acquisition thereof
to be in the interest of the efficient management and
liquidation of the mortgages. This authority was expanded
by P. L. 89-117, approved August 10, 1965, to permit the
Association to make commitments to purchase. and to pur-
cha-e, service, or scll any obligations (not necessarily
mortgages) offered to it by the HHF A or its Administrater.
or by such Agency’s constituent units or agencies or the
heads thereof, or any mortgages covering residential prop-
crty offered to it by any Federal instrumentality or the
head thereof. Under the cited legislation, financing of
HHF A programs and of its constituent units and agencies
and, pursuant to P. L. 89-174, approved September 9. 1965,
of its successor. the Secretary of Housing and Urhan De-
velopment, can be concentrated in the Association; P. L.
89-117 also permits steps to be taken to centralize in it the
Federal Government's ownership, management (servicing).
and sales ot recidential mortgages to the extent deemed
desirable from time to time. Pursuant to authoerity provided
by P. L. 86-372, approved September 23, 1959, the Associa-
tion. during fiscal vear 1960. acquired the major part of
the HHFA portfolio of World War 1I Lanham Act mort-
gages and contracts then being serviced by the Public
Housing Administration. and during fiscal year 1962 ac-
quired a portion of HHFA’s portfolio then being serviced
by the Community Facilities Administration. During fizcal
years 1964-1969. the Association acquired from the Federal
Housing Administration Commissioner-owned mortgages ag-
gregating $1,757.2 million representing the unpaid principal
balances of mortgages that agency was holding in connec-
tion with its sales of owned properties to private purchasers.

8. Acquisition of Federal Housing Commissioner-Ouwned
Mortgages in Exchange for FNMA-Held FHA Deben-
tures

Under arrangements made with the Federal Housing
Commizzioner on March 16, 1962, FNMA acquired for the
portfolios of its Secondary Market Operations, Special
A-sistanec Functions. and Management and Liquidating
Functions Federal Housing Commissioner-owned mortgages
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in exchange for FHA debentures it held as a consequence
of foreclosure proceedings involving certain FHA mort-
gages.

9. Participations—Special Assistance Functions

Public Law 560, 83d Congress, approved August 2, 1954,
authorized the Association under its Special Assistance
Functions to make commitments to purchase immediate
participations in mortgages and to make related deferred
participation agreements. No participations were purchased
by the Association under this authority which was re-
pealed by P. L. 85-104, approved July 12, 1957,

The procedure provided for the purchase of immediate
participations (of a 20 percent undivided interest in
mortgages) and an agreement to purchase the related de-
ferred participations (80 percent) upon the occurrence of
such default as would give rise to the right to foreclose.
The commitment period for an immediate participation was
12 months in respect to one-to-four family liousing mort-
gages and 24 months in connection with multifamily mort-
gages. The commitment period for a deferred participation
was 5 years. A seller desiring to enter into a participation
agreement was required to pay the Association a commit-
ment fee (which was non-refundable if the application was
accepted) equal to 1 percent of the original principal
amount of the mortgages. Prior to the termination of any
5-year deferred commitment period, the seller could effect
renewal of the deferred commitment for a succeeding period
of 5 years upon payment of an additional commitment fee
of 1 percent of an amount equal to 80 percent of the princi-
pal amount of the mortgage that was outstanding and un-
paid at the end of such period.

10. Construction Loans—Special Assistance Functions
Publie Law 89-754, approved November 3. 1966, au-

thorized the Association. in any case where it makes a
commitment under its Special Assistance Funections to pur-
chase a mortgage insured under (1) section 213, (2)
section 220, or (3) section 221(d) (3) and executed by a
cooperative (including an investor-sponsor) a limited divi-
dend corporation, a private nonprofit corporation or asso-
ciation, or a mortgagor qualified under section 221(e),
such commitment may provide for participation by the
Association in the making of insured advances on the
mortgage during construction. Public Law 90-448, ap-
proved August 1, 1968, added to this authority by advances
in connection with mortgages insured under Section 236
of the National Housing Act. Such participations must be
limited to 95 percent of the amount of each of the ad-
vances involved, and the mortgagee providing the balance
of such amount must perform all necessary servicing and
processing of sucll advances until tlie final insurance en-
dorsement of the mortgage. The Secretary of Housing and
Urban Development is required to determine the reason-
ableness of the fee 1o be paid a participating mortgagee,
taking into aceount its services and the extent of its par-
ticipation in the advances. No loans were made by the
Association pursuant to this authority.

11. Purchase Options—Secondary Market Operations

Under a supplement to its regular purchasing procedure
inaugurated in January 1956, but terminated on July 17,
1968, in connection with the purchase of an acceptable
one-to-four family housing mortgage at its current price,
the Corporation concurrently permitted the seller to obtain
an option to repurchase the mortgage at the price paid by
the Corporation. The option period was originally 9 months
and was increased to 12 months on July 27, 1964.

12. Purchases from Federal and Other Instrumentalities—
Secondary Market Operations

Public Law 89-117, approved August 10, 1965, authorized
the Corporation (1) to purchase FHA and VA mortgages
and FHDA loans from any Federal instrumentality having
authority to effect such sales and to acquire the Corpora-
tion’s common stock and (2) to purchase FHDA loans from
State, territorial and municipal instrumentalities.
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13. Participations—Secondary Market Operations

The €orporation is authorized by P.L. 88.560, approved
September 2, 1964, to purchase, sell, and deal otherwise in
participations in FHA-insured and VA-guaranteed mort-
gages and by P.L. 89-117, approved August 10, 1965,
FHDA-insured loans. Prior to September 2, 1964, it was
prohibited by law from dealing in participations in its Sec-
ondary Market Operations. Participations in mortgages and
loans may be purchased and sold at prices determined on
the basis of negotiation between the Corporation and the
seller or buyer.

14. Standby Commitments—Secondary Market Operations

Public Law 1020, 84th Congress, approved August 7, 1956,
authorized the Corporation in its Secondary Market Opera-
tions to issue advance commitments (i.e., prior to com-
mencement of construction) only at prices which were suf-
ficient to facilitate advance planning of home construction,
but which were sufficiently below the prices then being of-
fered by FNMA for immediate purchases to prevent exces-
«jve sales to the Corporation pursuant to such commitments.
This authority was expanded on October 18, 1960, by P.L.
86-372, approved September 23, 1959, to permit commit-
ments to be issued to facilitate home financing (i.e, issued
to facilitate financing of then unstarted construction, con-
struction in process of completion, or completed construc-
tion). These commitments are commonly referred to in the
trade as “standby” commitments.

The statutory requirement that commitments must be is-
sued at prices which were sufficient to facilitate home financ-
ing was repealed by P.L. 89-754, approved November 3,
1966. As a consequence, the Corporation could then issue
hoth “firm” and standby commitments in the Secondary
Market Operations.

The standby commitment procedure was discontinued in
respect to FHA and VA one-to-four family housing mort-
gages on May 4, 1968, and such mortgages were thereafter
purchased only under commitments issued under the Corpo-
ration’s Free Market System or auction of forward commit-
ment funds described below. Multifamily housing mort-
gages continued to be offered for purchase under standby
commitments or at negotiated prices on an individual case
basis.

The objective of the standby procedure was to enable
sellers, through the use of the Corporation’s commitments,
to obtain construction funds for proposed housing; the pro-
cedure also was utilized to facilitate the financing of hous-
ing on which construction was completed or was in process
of completion with the expectation that the mortgages, when
ready for delivery, would be sold to other investors. The
seller could elect to sell the mortgages to other purchasers,
but during the commitment period the Corporation was
prepared to purchase the mortgages at the contract price,
i.e.. it occupied a standby position under which it would
purchase the mortgages if the seller elected not to hold or
to dispose of them elsewhere.

The provision for the issuance of standby commitments
replaced another type of commitment procedure formerly
authorized by section 304(d) of title 11 of P.L. 560, 83d
Congress, approved August 2, 1954, Under that procedure,
the Corporation, at the discretion of its Board of Directors,
could issue purchase contracts (commitments—“one-for-one”
program) in an amount not exceeding the amount of mort-
gages purchased from the Corporation, entitling the holder
thereof 10 sell to it mortgages in the amount of the contract,
subject to such terms and conditions as it might prescribe.
No administrative action to effectuate such a program was
ever taken by the Corporation under that authority, which
was subsequently repealed on August 7, 1956, by P.L. 1020,
84th Congress.

15. Commitments and Purchases of Home Mortgages Under
Free Market Procedure—Secondary Market Operations

Between November 1, 1954 (the effective date of the
Charter Act), and May 4, 1968, home (one-to-four family
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housing) mortgages were purchased in the Secondary Mar-
ket Operations on an over-the-counter or Immediate Pur-
chase Contract basis at published or negotiated prices, and
between August 7, 1956, and May 4, 1968, pursuant to
Standby Commitment Contracts. On May 4, 1968, the prac-
tice of accepting offers of home mortgages under Immediate
Purchase and Standby Commitment contracts was discon-
tinued; multifamily housing mortgages continued to be
purchased under either type of contract at negotiated prices
on an individual case basis. Effective May 6, 1968, the
Corporation inaugurated its so-called Free Market proce-
dure pursuant to which qualified sellers desiring to sell
home mortgages to it were required to make offers on either
a competitive or noncompetitive basis for specific dollar
amounts of the Corporation’s funds, within dollar and other
limitations established and announced by it from time-to-
time, on a 90-day, 6-month or 12-month commitment con-
tract basis (modified on November 14, 1968, to permit sell-
ers to obtain 15-month and 18-month contracts on new
construction). Subject to pre-established and announced
limitations, sellers specified the amount of funds desired
with respect to each type of contract. Competitive sellers
were required to specify the precise yield at which they
propoesd to sell mortgages to the Corporation; acceptable
offers are evaluated and accepted competitively on the basis
of yield, cost of borrowing funds for the operations, and
such other factors. Acceptable noncompetitive offers were
approved in toto under each type of contract, prior to ap-
proval of any competitive offers, at the average price of all
accepted competitive offers applicable to each such con-
tract category. Commitment contracts issued under the
Free Market procedure do not require delivery of mort-
gages thereunder.

The auction procedure underwent a change at the Novem-
ber 10, 1970 auction, when FNMA stopped making 15 and
18 month commitments. At the July 26, 1971 auction,
FNMA ceased to make FMS commitment on the 6 and 12
month basis and offered only 3 month commitments. This
3 month period was changed at the October 18, 1971 auc-
tion to a 4 month commitment period. At the February 14,
1972 auction Conventional Mortgages became eligible for
Free Market System commitments. Separate auctions are
held for FHA/VA and couventional mortgages.

16. Commitments and Purchases of Home Mortgages Under
Convertible Standby Procedure—Secondary Market Op-
erations

Convertible Standby Commitments are issued for both
FHA-VA and conventional mortgages. Effective dates are
October 24, 1972 for FHA-VA loans and January 30, 1973
for conventional loans. These are 12 month optional deliv-
ery commitments on single family residences.

The holder of a Convertible Standby Commitment may,
after four months, request the conversion of the commit-
ment to a yield equal to the average yield accepted in the
FMS.FHA/VA or conventional auction for 4 month com-
mitments immediately preceding the date of conversion.
Upon conversion, the remaining commitment period is
reduced to 4 months, but in no case can it exceed the
expiration date of the original commitment.

Prior to June 30, 1975, the fee for obtaining 12-month
convertible standby commitments was % of 1 percent. The
fee for delivering mortgages at either the standby yield or
the converted yield was also % of 1 percent. However, since
June 30, 1975, sellers who convert commitments and deliver
mortgages at the latest Free Market System auction yield
pay Y. percent for conversion and 1% percent for delivery
for a total cost of 134 percent.

Several other changes in the convertible standby program
were implemented and became effective after June 30, 1975.
These are:

—Maximum loan limit for 95 percent conventional
mortgages was increased from $40,000 to $42,000. (It
remains $50,000 for Alaska and Hawaii).

—The minimum offer amount for 12-month convertible



stand
$25,008.
—Offers dor 12-month convertible standby commitments
were limited to one per day per seller.
—Sellers of mortgages to FNMA must specify how
many mortgages are expected to be delivered under

commitments was increased from $10,000 to

each 12.month convertible
obtained.

standby commitment

17. Purchases of Multi-family Housing Mortgages—Secon-
dary Market Operations

a. Preliminary Commitments

The Board of Directors on February 26, 1969, authorized
expansion of the Corporation’s FHA section 236 mortgage
commitment procedure to encourage project developments
involving those types of mortgages. On May 8, 1970, the
Corporation extended this change to cover all eligible multi-
family mortgages with the exception of those insured under
FHA sections 235(j) and 213(j), and Title X. Under the
new procedure, a preliminary commitment is issued to the
mortgagee at a price developed from the Corporation’s
Free Market System average prices, as of the time it re-
ceives FHA’s feasibility letter inviting a formal application
for a commitment. The amount of FNMA’s preliminary
commitment is limited to the amount stated in the FHA
letter and is issued and renewed on a monthly basis not to
exceed 12 months. Within the 12.month period, the sponsor
initiates the necessary preliminary work, processes the ap-
plication to FHA, and obtains a commitment from FHA to
insure the mortgage. During that period of time, it is pro-
tected against sudden fluctuations in the money and capital
markets. A periodic charge is made for the commitment,
which is self-canceling unless renewed prior to its expira-
tion. If the project mortgage amount changes prior to the
issuance of the FHA commitment. the FNMA commitment
can be amended and the fee adjusted accordingly.

After issuance of the FHA commitment to insure, the
seller can, at its election, request a firm FNMA commit-
ment, No part of the fee previously paid to FNMA is cred-
ited toward the required 1 percent commitment fee and
14 percent Purchase and Marketing fee. The seller may
elect to accept the price established as of the date of
FHA's {easibility letter or the price prevailing for that
type of mortgage at the time of application for FNMA’s
firm commitment. Unlike the preliminary commitment, de-
livery of the related mortgage is mandatory after issuance
of FNMA’s firm commitment. This procedure was discon-
tinued effective September 4, 1971 with respect to Pre-
liminary and Firm Commitments.

b. Firm Commitments

Effective on November 13, 1968, the Corporation initiated
a procedure under which it issued firm commitments pro-
viding for the purchase of market interest rate, FHA in-
sured, multifamily housing mortgages at prices which will
produce yields to the Corporation generally comparable to
those received under the Free Market System and subject
to the payment of the required commitment fees, purchase
and marketing fees and subscriptions for common stock
at the then applicable rate. Delivery of the mortgages was
mandatory under these commitments. This procedure was
discontinued effective September 4, 1971.

c. Standby Project Commitments

Effective September 7, 1971 commitments issued on proj-
ects were of a standby nature, that is the commitment is an
optional delivery commitment and the commitment holder
has the option to sell the mortgage to investors other than
FNMA. These commitments are for a period of 24 months
and have no purchase or marketing fee associated with
them.

d. Immediate Purchase Contracts

These commitments are for project mortgages and are
available to approved sellers only if the FHA final insur-
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ance endorsement has been received. The yields required
on these contracts are related to the results of the Free
Market System commitment auctions. Stock subscriptions
and purchase and marketing fees were required on these
mortgages. Effective on project commitment contracts exe-
cuted on or after April 25, 1973 no common stock subscrip-
tion is required.

18. Construction Loans—SMO

Effective on June 30, 1969, the Corporation instituted a
program for participating in insured construction loan ad-
vances in connection with FHA section 221(d) (3) Rent
Supplement and section 236 projects. FNMA’s participation
was limited to a project on which there was an outstanding
FNMA or GNMA commitment contract to purchase the
mortgage upon completion and final insurance by FHA.
On May 8, 1970, this program was extended to include all
multi-family projects except those insured by FHA under
sections 235 (j) and 213 (j), and Title X.

Participation by FNMA is limited to 95 percent of the
amount of each loan advance insured by FHA and dis-
bursed by the Seller, which must be the only participant
with the Corporation unless additional participants are ap-
proved by FNMA. The Seller is required to administer the
loan advances and participation funds.

19. Tandem Plans—FNMA-GNMA Joint Programs

a. FHA Sections 221(d)(3) and 236—Low and Moderate
Income Housing

Effective on November 26, 1969, the Corporation entered
into an agreement with the Government National Mortgage
Association (GNMA) for the commitment and purchase of
mortgages insured under FHA section 221(d){(3) Rent
Supplement and section 236, involving nonprofit mortgagors
(including nonprofit cooperatives) under a program referred
to as the Tandem Plan. The program called for GNMA to
commit to purchase the mortgages at par, the commitment
being made after -obtaining the FHA insurance commit-
ment. 1f at any time prior to the final insurance endorse-
ment of the mortgage FNMA’s preferred price for such
loans reached par, GNMA, at its option, could require
FNMA to assume the commitment at the par price. I{ by
the time of final endorsement FNMA's preferred price had
not reached par, FNMA assumed the commitment at its
then current preferred price and GNMA absorbed the dis-
count. In either case, GNMA transferred the fees it has col-
lected to FNMA at the formal date of assumption. A project
involving a limited dividend or other type of mortgagor
may be eligible if it had previously been covered by a
commitment for a below-market interest rate mortgage
which had been converted to any of the types of mortgages
covered by the plan.

Effective September 21, 1971, GNMA required assump-
tion by FNMA of all Section 221(d) t3) and 236 commit-
ments immediately upon execution by GNMA. GNMA.
however, reserved the right to re-assume the commitment
contract or have it assumed by a third party.

On June 1, 1972, the foregoing program was modified
slightly. FNMA began warehousing 221(d) ¢3) and 236
mortgages for GNMA and was paid Y% of 1 percent per
quarter for serving this function. The commitment could be
reassigned to GNMA at its request at anytime. If and when
the mortgage is delivered for purchase, FNMA consum-
mates the purchase and receives the remainder of the 1
percent commitment fee at that time. This was designed to
encourage GNMA to find other investors for those mort-
gages so that FNMA would not be all but the sole investor.

b. FHA Section 235(i), Homeownership Mortgages for
Lower Income Families
Pursuant to an agreement entered into between FNMA
and GNMA, effective January 14, 1970, a new program was
initiated for the commitment and purchase of morigages in-
sured under FHA section 235(i). The program calls for
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GNMA to commit to purchase such mortgages bearing an
interest rate of 8% percent at a price of 96, or such other
prices as may be consistent with the laws of states limiting
the intere®t rates, with the objective that FNMA will as.
sume the commitments and that GNMA will not be required
to purchase the mortgages,

Sellers may obtain GNMA commitments in this program
only after the FHA firm commitments to insure under sec-
tion 235 have been issued. Commitments are for one year
or sixty days after final endorsement of the related loan by
FHA, whichever is shorter. Construction may not have
started prior 1o issuance of the FHA initial commitment or
VA Certificate of Reasonable Value. or in any event earlier
than December 12, 1969. Only one mortgage may be cov-
ered by each commitment contract. A commitment fee of
35 of 1 percent would be payuble to GNMA unless the
Seller certifies that it was the holder of an unexpired
FNMA Free Market System commitment contract with an
original term of six months or longer and indicated ils will-
ingness to cancel said contract in the amount of the GNMA
Commitment,

If at any time prior to delivery for purchase of a mortgage
covered by the GNMA commitment FNMA’s average price
of accepted six-month commitments under its Free Market
System reached 96, FNMA assumed the commitment at that
price. If the FNMA Free Market price for six-month con-
tracts did not reach 96 during the life of the commitment
and the mortgage was submitted for purchase, the contract
would be considered assumed automatically by FNMA at
the latest average six-month auction price. Upon assump-
tion of the commitment by FNMA, GNMA would pay
FNMA the difference between the contract purchase price
(96) and the FNMA price. Any commitment fees previ-
ously collected by GNMA would be paid to FNMA as of
the date of assumption,

Effective September 21, 1971 the price for FNMA'’s as-
sumption of commitments shall be the average FNMA price
of accepted three-month commitments at the FNMA FMS
auction immediately preceding the date of purchase of the
mortgage.

Assignments to FNMA by CGNMA were to he immediate
upon execution by GNMA. GNMA could also request reas-
signment of commitments, No offset of a Tandem plan
commitment for a 235(i) against a FNMA FMS commit-
ment was permitted and therefore no waiver of the commit.
ment fee.

On June 1, 1972 the agreement was further modified.
FNMA will warehouse commitments of 235(i) mortgages
for GNMA but upon delivery for purchase FNMA assigns
the commitment back to GNMA and GNMA purchases the
mortgage.

This new agreement is an attmept to interest other inves.
tors in these mortgages and find other buyers besides
FNMA.

c. Assistance Programs for Unsubsidized FHA and VA
Mortgages

Effective September 1, 1971 FNMA and GNMA entered
into an agreement to provide additional support to the
overall FHA/VA housing market. Basically, these are price
support programs which support the market price of FHA/
VA mortgages in periods of mortgage market instability.
One program covers unsubsidized 1.4 family housing and
another covers unsubsidized multifamily housing.

Assistance to the market is provided through an ahbove-
market commitment price hy GNMA. The commitment
holder is encouraged to buy his commitment back usually
at a price lower than GNMA has paid, and seek another
investor.

FNMA acts as the administrator and warehousing source
for these commitments,

Treatment of Tax and Insurance Escrow
Funds by Servicers

Prior to July 1949, servicers were required to remit all
collections, including these for the payment of taxes,
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charges. assessments, and hazard insurance to the Associa-
tion and such items were paid direct. Beginning in July
1949, such funds then held by the Association were trans-
ferred to the appropriate servicers and were deposited in
a custodial account maintained hy each such servicer in a
depository institution approved f‘;y it, and the servicers
thercafter paid taxes, hazard insurance, etc., as they be-
camc payable. In January 1953, the dollar amount of the
funds that could be held on depusit by a servicer in an
approved custodial account was limited to $250,000, and
in January 1954 these deposits were further limited to (a)
a sum not excceding 810,000 for any one meortgagor ac-
count, or (h) in any event not in excess of $250,000. Effec-
tive at the end of, and subscquent to, Febrvary 1955, the
total amount of the deposits that could be held by a serv.
icer in an approved custodial account or accounts could not
exceed the greater of (a) $2,500 or (b) a sum equal to two
times the average monthly collection of the depesits for
taxes, hazard insurance, etc., but in no event in excess of
$250,000.

With respect to home mortgages purchased after Augus
1970, all escrow funds are held by the servicers.

Establishment of Purchase Prices
1. Secondary Market Operations

a. Immediate Purchase Contracts (Home Mortgages)

In the interest of assuring sound operatinns, the
prices that were paid by thc Corporation for mort-
gages and loans purchased on an immediate purchase
basis hetween November 1, 1954. when the Secondary
Market Operations were established, and May 4,
1968. when this procedurc was discontinued, were
required hy law (P, L. 1020. 84th Congress. approved
August 7. 1956) to be established from time to time
within the range of market prices for the particular
class of mortgages involved. as determined by the
Corporation. Between August 2. 1954, and August 7.
1956. pursuant to P. L. 560. 83d Congresz. approved
August 2, 1954. purchase prices were required by
law to he established at the “market price” for the
particular class of mortgages involved. as determined
by the Corporation.

Generally speaking, the volume of the Corporation’s
purchases and sales, and the establishment of its pur-
chase prices, sale prices, and charges or fees. are
required by law to be determined from time to time.
consistently with the objective that such purchases and
sales should be eflected only at such prices and on
such terms as will reasonably prevent excessive use of
the Corporation’s facilities, and that the operations will
be fully self-supporting.

b. Determination of Purchase Prices (Immediate Pur-
chase Contracts) (Home Mortgages)

During the period in which the Corporation’s SMO
Immediate Purchase procedure was in effect (Novem-
ber 1, 1954-May 4, 1968), the Corporation discharged
its charter mandate to establish its immediate purchase
price schedules in conformity with the requirements of
the Charter Act by ohtaining, periodically, from pri-
vate huyers and sellers of mortgages at many locations
throughout the country details concerning their indi-
vidual private purchases and sales. In order to be
helpful in the establishment of the Corporation’s
prices, the information gathered was analyzed by relat-
ing the purchase and sale prices applicable to the
individual transactions or groups of transactions to
sundry factors such as the interest rates of the indi-
vidual loans, the amounts of the borrowers’ equities,
the geographical locations of the mortzaged properties,
and the remaining terms of the loans. The continuous
price surveys conducted by the Corporation showed
that, while it could occasionally be possible under this
pricing procedure for its purchase prices to be slightly
higher or slightly lower in comparison with certain se-
lected individual private transactions, nevertheless the




Corporati¥n’s prices were closely akin to the average
market prices within the price ranges disclosed by such
purchase &nd sales transactions of private investors in
the general secondary market.

The prices that can be paid by the Corporation for
FHDA-insured loans vary according to their yields.
Immediate purchase prices for multifamily housing
mortgages are determined by negotiation on an indi-
vidual case basis.

Acceptance of offers for one-to-four family housing
mortgages under immediate purchase contracts was dis-
continued on May 4. 1968, immediately preceding the
inauguration of the Free Market System of forward
commitments on May 6.

. Standby Purchase Prices (Home Mortgages)

Public Law 86-372, approved September 23, 1959,
provided that standby commitments could be issued in
the SMO only at prices which were sufficient to facili-
tate advance planning of home construction but suffi-
ciently below the prices then being offered by the Cor-
poration for immediate purchases to prevent excessive
sales to it under the commitments.

This requirement was repealed by P.L. 89-754, ap-
proved November 3, 1966, and, as a consequence, the
Corporation was authorized to issue both firm and
standby commitments. Effective May 4, 1968, the prac-
tice of issuing standby commitments to purchase spe-
cific one-to-four family housing mortgages was discon-
tinued, and thereafter commitments were issued for
specific dollar amounts of funds on a competitive and
noncompetitive basis under the Free Market System
procedure of issuing forward commitments. However,
the Corporation continues to issue commitments to
purchase market rate multifamily housing mortgages at
prices described on pages 39-40.

. Determination of Purchase Prices Under the Free
Market System
Qualified organizations that desire to sell home mort.
gages to the Corporation pursuant to commitments
under its Free Market System were required to make
offers on either a noncompetitive or competitive basis
for specific dollar amounts of funds, within dollar and
other limitations established and announced from time
to time on a 90-day, 6-month. a 12-month, a 15-month
or an 18-month commitment basis. Competitive sellers
are required to specify in respect to each type of con-
tract desired the precise yield at which they propose to
sell mortgages to the Corporation. Acceptable noncom-
petitive offers. subject to preestablished limitations,
are approved in toto under each type of contract. at
the average price of all accepted competitive offers
applicable to each such contract category. Effective
July 26, 1971, FNMA only offered 90-day commit-
ments. The term was changed on October 26. 1971, to
120-day commitments or 4-month commitments.

. Purchase Prices — Convertible Standby Contracts
(Home Mortgages)

Convertible Standby Commitments are issued for
both FHA/VA and conventional home mortgages.
These programs were instituted on October 24, 1972
for FHA/VA loans and on January 30, 1973 for con-
ventional loans. The commitment period is 12 months,

The yield required is determined periodically by
the Corporation and is related to yields obtained in
the FMS auctions, adjusted for future interest rate
developments.

The holder of a convertible standby commitment
may, at any time during the commitment term, request
the conversion of the commitment to a yield equal to
the average yield aceepted in the FMS.-FHA/VA or
conventional auction for 4 month commitments imme-
diately preceding the date of conversion. When con-
verted the commitment period is reduced to 4 months.
Of course the holder has the option of delivering at
the standby yield (yield quoted when commitment
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obtained) at any time in the 12 month commitment
period.

by

. Purchase Prices— Project Mortgage Commitments

Effective April 10, 1969, the prices for FHA section
207 housing mortgages were based on the weighted
average of the prices in the latest Free Market System
auction preceding the receipt of the Seller’s offer.
More favorable prices were established for FHA
section 221(d) (3) Rent Supplement and section 236
mortgages by making allowances for the fees paid to
servicers for servicing single family mortgages as
compared to direct servicing costs.

Effective April 10, 1969, the prices for FHA section
221(d) (3) Rent Supplement and section 236 mort-
gages involving ncnprofit and cooperative mortgagors
were established at par whenever the average of the
prices for proposed construction commitments in the
five most recent Free Market System auctions was 96
or greater; such prices would be correspondingly re-
duced below par by the amount that the five-auction
average fell below 96. No change was made in the
prices for Section 221(d) (3) Rent Supplement and
Section 236 mortgages involving limited dividend
mortgagors.

Effective April 22, 1969, the prices for mortgages
other than those insured under FHA section 221(d)
(3) Rent Supplement and section 236 were estab-
lished at the average of the prices for proposed con-
struction in the latest five auctions, and on July 19,
1969, prices for all FHA section 221(d) (3) Rent
Supplement and section 236 mortgages were niade
the same, ie., par when the average of proposed
construction prices in the latest five FMS auctions was
96 or over, to be correspondingly reduced below par
by the amount that average fell below par.

Effective April 30 and May 11, 1970, prices on
mortgages insured under sections 232, 242, Title X
and Title XI were established to provide the same
yield as those not insured under section 221(d) (3)
Rent Supplement and section 236, but giving effect to
their earlier maturities.

On October 12, 1971. the purchase price of 7 percent
Project mortgages under the standby procedure was
administratively established at 90 until further notice.
FNMA will convert the standby price of 90 for mort-
gages bearing interest rates other than 7 percent on
an equivalent yield basis and then lower the price to
the next quarter point. The standby commitment is
an optional delivery commitment. but upon delivery to
FNMA the purchase price is adjusted (but not to
exceed par) to yield FNMA the lesser of, (1) the
yield set forth in the commitment contract or, (2)
the yield applicable to Immediate Purchase Con-
tracts as the date of disbursement of the loan proceeds
by FNMA. This immediate purchase price is related
to the average price of all accepted 4 month bids in
the most recent FMS auction. Those mortgages pur-
chased under FHA section 221(d) (3) or 236 are
purchased on the same basis, but the first $1 billion
are purchased by FNMA at a special preferential price.

2. The Special Assistance Functions

The Charter Act requires that the prices paid by the
Association for mortgages purchased under its Special
Assistance Functions shall be established from time to time
by the \ssociation. At times. however. minimum purchase
prices have heen established Dy statute. PPublic Law 1020.
84th Congress, approved August 7. 1936. required the
Association to pay not less than 99 for mortgages pur-
chased under contracts entered into during the period of
a year ending August 7, 1957: this provision was modified.
however. by P. L. 85-104. approved July 12. 1957. under
which the \ssociation was required to pay not Jess than
par 100+ for mortgages purchased under contracts en-
tered into during the period between July 12. 1937, and
August 7, 1958. The par purchase price provision of the




legislation was not reenacted during 1958 and, in effect,
the Association’s authority to establish purchase prices for
mortgages purchased under the Special Assistance Fune-
tions revetted 1o the status provided by the Charter Act
(P. L. 560, 83rd Congress) : the original statutory language
was restored by P. L. 86-372, approved September 23. 1959.

Commitment Procedure

Advance comumitment procedures providing for future
purchases of mortgages have been modificd from time 1o
time. A historical summary of previous principal require-
ments and many newer procedures are described below:

1. Procedure Prior to the Charter Act

From March 22. 1938. until January 1, 1942, the commit-
ment fee was 1 percent. hut it was refunded upon delivery
of the mortgage for purchase within the commitment
period; the commitment term was 6 months for one-to-four
family housing morigages and on a negotiated basis for
multifamily housing mortgages. On January 1. 1942, the
term was established at 9 months, and the fce remained at
1¢z. hut a contract could be further extended upon pay-
ment of a commitment fee of ¥ of 1% of the amount
of the mortgage for each month or portion thereof by
which the contract, as extended, exceeded 9 months from
the date of the original commitment. On July 20, 1948, the
term was extended to one year for one-to-four family hous-
ing mortgages and new commitments were discontinued in
respect to nultifamily housing mortgages (resumed on the
iatter type on September 15, 1948). The commitment term
for multifamily housing mortgages was established on
September 15, 1948, as the time between the date on which
the Association executed the contract and the latest daie
on which amortization payments could commence.

Between July 20, 1948, and November 1. 1954, sellers
were required to deposit with the Association in the case
of mortgages covering one-to-four family housing an amount
equal to 19 of the original principal amount of each
mortgage included in the commitment contract as a com-
mitment deposit. As a mcans of encouraging the seller to
retain the mortgage or to dispose of it elsewhere, the Asso-
ciation retained only % of the deposit as a commitment
fee if, upon the written request of seller, the mortgage was
withdrawn from the commitment within the commitment
period, provided the improvements on the mortgaged
premises were ready for occupancy and the mortgage in all
other respects was eligible for purchase from the seller to
which the commitment was issued. If the mortgage was
delivered to the Association for purchase, % of the deposit
was retained. If the contract was terminated by the Asso-
ciation pursuant to its terms, or if the mortgage was
neither delivered to the Association nor withdrawn from
the commitment within the commitment period, the entire
deposit was retained.

The commitment deposit betwecen September 15, 1948,
and November 1, 1954, in respect to multifamily mortgages,
was %% of the original principal amount of the mortgage.
If the mortgage was delivered to the Association, the cn-
tire deposit was retained as a commitment fee, but only
1, was retained if the mortgage was withdrawn from the
commitment within the commitment period, provided the
improvements were completed and the mortgage was in all
other respects eligible for purchase; the entire deposit was
retained if the contract was terminated by the Association
or if the mortgage was neither delivered to the Association
nor withdrawn from the commitment within the commit-
ment period.

A nonrefundable commitment fee of 1% and an Acquisi-
tion and Service charge of 1% of the amount of the con-
tract werc charged in connection with the issuance of a
one-year Advance Contract to Purchase (“one-for-one”
program) and purchases thereunder. For details of this
procedure see page 37. Increases in amounts of commit-
ment contracts and extensions of the contract terms were
not granted in connection with the “one-for-one” program.

43

2. Special Assistance Functions

During the period between November 1, 1954, and Feb-
ruary 16, 1962, the commitment fee was nonrefundable if
the application for the commitment contract was approved
by the Association. The amount of the commitment fee
between November 1, 1954, and July 12, 1957, was 1%
of the amount of the mortgage and the Purchase and
Marketing Fee was uniformly %% of 1% of the amount of
the mortgage. The maximum fees (Purchase and Market-
ing Fee and commitment fee) were established by P.L.
85-104, approved July 12, 1957, at 1%%%, of which not
more than % could be collected at the time of issuing the
commitment and the balance could be collected at the
time of delivery of the mortgage for purchase. The com-
mitment fee was administratively established on Decem-
ber 11, 1956, at % of 1% in the case of section 803 mort-
gages. The statutory fees and charges restriction imposed
by P.L. 85-104 was rescinded by P.L. 86-372, approved
September 23, 1959. On September 30, 1959, the Associa-
tion administratively reestablished the nonrefundable com-
mitment fee and Purchase and Marketing Fee at 1% and
149%, respectively, (except as to section 803 mortgages on
which both fees remained unchanged at %%). The Pur-
chase and Marketing fee was established at 1% on Novem-
ber 29, 1966, with respect to mortgages purchased under
Special Assistance Program No. 14 covering low and
moderate cost housing. Increases in amounts of special
assistance commitments could be granted upon payment of
the required commitment fee on the increased commit-
ment amounts.

Public Law 86-372 also required the Association, in
respect to special assistance commitment contracts entered
into prior to August 27, 1958, to extend or reissue such
contracts for a reasonable additional period or periods,
according to the circumstances, on terms no less favorable
than the terms of the original commitments if the holder
thereof could not deliver the mortgages covered thereby
within the original commitment period and established
that hardship to such holder would have resulted therefrom
and that inability to deliver the mortgages was beyond the
control of the holder.

Effective on February 16, 1962, the Association adopted
a policy of refunding three-fourths of its commitment fee
charged in conenction with outstanding and future com.
mitments issued under its Special Assistance Functions for
the purchase of multifamily housing mortgages. provided the
seller, within the commitment period, requested such a
refund, agreed to the immediate termination of the com.
mitment contract, and furnished evidence satisfactory to
the Association that arrangements had been completed for
financing the mortgages otherwise.

The procedure was extended on November 20, 1962, to
inq]ude project mortgages covering five or more housing
units.

3. Secondary Market Operations
a. Standby and Immediate Purchase Commitments

Between August 7, 1956, when the Corporation’s
standby procedure was established and February
29, 1968, the standby commitment fee charged by
FNMA was nonrefundable if the application for
commitment were approved by the Corporation.
On the latter date, the Corporation adopted a
policy in respect to multifamily housing mortgages
of refunding % of the commitment fee if the
mortgage were delivered for purchase to some other
buyer. The cash payment charged in connection
with the issuance of standby commitments was 122%
of the original principal amount of the mortgages,
of which % of 1% represents a contribution to
capital incident to subscriptions for Corporation
common stock. If the mortgage was delivered for
purchase pursuant to the standby contract, the
seller would then make an additional contribution
to capital in an amount equal to ' of 1% of the
principal amount of the mortgages, but no other




fees®or charges are imposed. If, however, the mort-
gagemwas delivered for purchase on the basis of an
immediate purchase contraet rather than pursuant
to the standby contract, the purchase transaction
then becomes the usual type of secondary market
immediate purchase, i.e., the seller in those circum-
stances was required to contribute to capital at the
rate in effect at the time the offer is approved (im-
mediate purchase contract executed) and, in addi-
tion, pay the usual Purchase and Marketing Fee,
Increases in the amounts of standby commitment
contracts were granted in appropriate circumstances
upon payment of the required commitment fees on
the amounts of the increased commitments. Effec-
tive on project commitments executed on or after
April 25, 1973, no stock subscription is required.

b. Free Market System Commitments

The Corporation charges a commitment fee, pay-
able at the timc of issuance of the contract, of
159 of the principal amount of a 90 day commuit-
ment contract under its Free Market procedure,
MO in respect to a 6-month contract, 1% for a
12-month contract, 1%4% for a 15-month contract
and 1129 for an 18-month contract. No part of the
fee iz refundable. In addition. since August. 1969,
the Seller is required to pay a nonrefundable offer-
ing fece of 1/100 of IS of the amount of funds
requested in the offer. whether or not the related
commitment is issued. As mentioned earlier, effec-
tive July 26, 1971, FNMA only made 90-day com-
mitments. This was changed on October 26, 1971,
to a 4-month commitment.

Fees and Charges

‘Certain Tees have been charged from time to time for

various services with the objective of reasonably prevent-
ing excessive use of the corporate facilities and of assur-
ing to the extent possible that the operations will be fully
self-supporting. The following types of fees are. or have
been, charged for services rendered:

a. Acquisition and Service Charge of 14 of 1% of the
unpaid principal balances of mortgages purchased
under the Association’s “one-for-one™ program during
fiscal year 1931 in thc Management and Liquidating
Functions;

b. Commitment fee equal to 19 of the amount of mort-
gages involved in standby and firm contracts issued
by the Corporation and an amount varving between
4% and 1'25 under the Free Market Procedure;
the fec ranged from 12% to 1% for commitments
issued under the Association’s Special Assistance
Functions; and was 1% for one-to-four family housing
mortgages and 12 for multifamily housing mortgages
prior to August 2, 1954;

c. Purchase and Marketing Fee varying between 14 per-
cent and 3; percent of the principal amount of the
mortgages involved under the Special Assistance
Functions and ranging between 146 percent and
115 percent in respect to Immediate Purchase con-
tracts issued generally on or before May 4, 1968,
under the Secondary Market Operations. A Purchase
and Marketing fee was not charged in connection with
purchases of FHA sectioni 221(d) (3) below-market-
interest-rate. mortgages under the Special Assistance
Functions or mortgages purchased under standby
commitments in the Secondary Market Operations.

d. Purchase Option Fee ranging from Y2 percent to
1 percent of the unpaid principal amount of mort-
gages sold to the Corporation under a purchase-option
contract issued by the Corporation.

e. Service charge of 2 percent of the full amount of the
construction loan in which the Corporation agrees tc
participate (the maximum initial charge permitted
by FHA), to be collected by the Seller and dis-
tributed as follows:
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1%, percent of its share of the loan to FNMA and

the remainder to the Seller; except:

(1) in any case the Seller receives a minimum of
$7,500 or the maximum obtainable, whichever is
less; and (2) if the mortgage amount exceeds
$4,000,000 or if FNMA participation in the loan
advances is less than 50 percent, the distribution
of the fee is determined bv negotiation.

Suspension of Purchasing and
Commitment Issuance

At various times the Association has suspended, in whole
or in part, the jssuance of advance commitments and fur-
ther acceptance of deliveries of mortgages for purchase on
an over-the-counter or immediate purchase basis. The cir-
cumstances of these suspensions were as follows:

(1)

(2

~

(3

~

(4)

July 6, 1949-July 19, 1949: The issuance of commit-
ments and acceptance of over.the-counter deliverics
of mortgages were suspended because of the ex-
haustion of uncommitted funds. The Association’s
total authorization was increased from $840 million
to $1.5 billion (P. L. 176, 81st Congress, approved
July 19, 1949) ; although the uncommitted funds
decreased to $140.7 million on September 3G, 1949,
commitment and purchasing activities were not sus-
pended; the Congress on October 25, 1949, increased
the authorization to $2.5 billion (P. L. 387, 8lst
Congress) ;

March 20, 1950-April 20, 1950: Issuance of commit-
ments and acceptance of over-the-counter deliveries
were suspended because of the exhaustion of un-
committed funds. Resunmiption of over-the-counter
purchasing was made possible by P. L. 475, 8lst
Congress, approved April 20, 1950, which provided
an increase of $250 million in the authorization,
but further issuance of advance commitments was
dizcontinued. Over-the-counter purchasing actually
began under instructions issued Mayv 10, 1930;
April 2. 1952-September 2, 1952: Further acceptance
of over-the-counter deliveries of nondefense and non-
disaster mortgages was suspended because of the
exhaustion of unobligated funds. Tssuanece of com-
mitments for purchases of defense, disaster. and
military housing wmortgages continued under au-
thority of P. L. 309. 82nd Congress, approved
April 9, 1952, and P. L. 531, 82nd Congress, ap-
proved July 14, 1952. Over-the.counter purchasing
of nondisaster housing mortgages was resuined
September 2. 1952, by reason of the availability of
approximately $362 million of funds previously set
aside for the purchase of defense. disaster, and
military housing mortgages and the additional ac-
cumulation of principal funds from repayments.
sales, and other principal credits;

April 10, 1953-November 1. 1954: Except as to mort-
gages covering Alaska housing, over-the-counter pur-
chases of which were terminated on August 2. 1954,
by P. L. 560, 83d Congress. and mortgages delivered
pursuant to the Purchase Receipt procedure which
expired on June 30, 1954, further acceptance of
over-the-counter deliveries of mortgages covering
nondefense and nondisaster housing was suspended
as a precautionary measure pending a necessary re-
view of the Association’s purchasing policy in a
changing market; the issuance of commitments for
the purchase of defense, military, and disaster hous-
ing mortgages and of commitments covering non-
defense and nondisaster housing mortgages (Ad-
vance Contract to Purchase — “one-for-one” pro-
gram) continued until July 1, 1954, under authority
of P, L. 94, 83d Congress, approved June 30, 1953,
{extended to July 31, 1954 by P. L. 438, 83d Con-
gress, approved June 29, 1954, except as to contracts
issued under the “one.for-one” program). Public
Law 243, 82d Congress was also amended by
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B. L. 94, 83d Congress to permit the issuance of
cooperative housing commitments as described on
page A 46. Purchasing on an immediate purchase
basis was resumed November 1, 1954, in connection
with the Secondary Market Operations and under
immediate purchase and commitment contracts in
the Special Assistance Functions pursuant to au-
thority contained in P.L. 560, 83d Congress, on
August 2, 1954,

Mortgage Sales and Sales Prices
1. Management and Liquidation Function

The prices at which mortgages have generally been of-
fered for sale to private investors from time to time from
the portfolio of the Association’s Management and Liqui-
dating Functions were as follows:

Prior to July 16, 1951, mortgages on one-to-four family
dwellings were offered for sale at the unpaid principal
balances thercof plus accrued interest to the date of pay-
ment therefor and, in addition thereto, a premium com-
puted on the principal balance equal to % of 1% for
each VA mortgage and a premium of a varying range (de-
pending upon the type of mortgage and market condi-
tions) of % of 1% to 4% % on FHA mortgages. Mort-
gages on multifamily dwellings were sold on a negotiated
basis. From July 16, 1951, to July 27, 1933, mortgages cov-
ering one-to-four family dwellings were offered for sale
at 100 plus interest to dale of payment, and mortgages
covering multifamily dwellings were sold on a negotiated
basis (not below 100).

Sales prices, subject to change without notice, of mort-
gages covering one-to-four family dwellings announced on

__July 27, 1953, and July 30, 1955, respectively, were:

Interest Service

Class Section rale Price fee
VA 501 | 96
Mortgages 501 114 100

502 1 96

502 114 100

503a { T.79
FHA 8 114 96
Mortgages 8 114 99 14
Title I 8 114 97

8 114 100 15
FHA 203 1 96
Mortgages 203 14 T.75
Title 11 203 115 100
FHA 203 5 100
Mortgages 213 (Ind.) 1 96
Title 11 213 (Ind.) 14 100
FHA 603 1 96
Mortgages 603 1y )
Title V1
FHA 903 114 97.75
Mortﬁages 903 - 14 100
Title 1X

The initial offerings of certain 4 and 4% % mortgages at
less than 100 were- caleulated to permit yields approxi-
mately equivalent to the yields that would be received from
similar types of mortgages bearing interest at the rate of
4%% and selling at 100.

Sales prices, subject to change without notice, of mort-
gages covering one-to-four family housing, announced on
January 29, 1954, and in effeet until July 30, 1955, were:
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Interest Servica

Class Section rate Price fee
VA 501 1 98
Mortgages 501 15 100 -

502 4 98

502 414 100

505a -+ 99.50
FHA © 8 114 98
Mortgages - 8 414 100 14
Title 1 8 114 100

8 114 100 b 24

FHA 203 1 98
Mortgages 203 114 99.75
Title 11 203 g 100

203 5 100

213 1 98

213 (Ind.) 144 100
FHA 603 1 98
Mortgages 603 14 99.75
Title V
IFHA 903 114 99.75
Mortgages 903 115 100
Title 1X

The increase in sales prices announced on January 29,
1954, resulted from the general improvement in the mort-
gage market and particularly the firming up of Govern-
ment bond prices.

Information on sales practices since January 29, 1954,
with respect to the Management and Liquidating Functions
may be obtained from the U.S. Department of Housing and
Urban Development.

U. S. Treasury Bond-FNMA Mortgage Exchange —
Management and Liquidating Functions

On October 21, 1959, and February 9, 1960, respectively,
the Association inaugurated programs providing for the
exchange on a competitive basis of a portion of VA-guar-
anteed 4% morigages held in its Management and Liqui-
dating Functions portfolio for nonmarketable United States
24,% Treasury Bonds, Investment Series B, 1975-80. The
Administration’s budget for fiscal vear 1960 contemplated
that 8335 million of these mortzages would be exchanged
for bonds which would then be retired. The proceeds would
be credited on the Association’s United States Treasury-
held notes; the transaction was designed to offset the net
impact of the Association’s Special Assistance Functions
upon the Treasury during fiscal year 1960.

A basic purpose of the exchange was to accomplish one
of the Association’s statutory objectives—the liquidation
of a portion of the Management and Liquidating Functions
portfolio “in an orderly manner, with a minimum of ad-
verse effect upon the home mortgage market and minimum
loss to the Federal Government.” An additional and sig-
nificant benefit accrued to the Government. This benefit
was a reduction of Government debt through retirement
of bonds acquired by the Association in the exchange and
surrender to the United States Treasury for cancellation.
Such bond retirements were reflected in the Budget as
receipt items (credited against Association expenditures)
just as the purchases of the mortgages were originally re-
flected in the Budget as expenditure items.

The United States Senate on August 20, 1959, passed a
“sense of the Senate” resolution (S. Res. 130) disap-
proving but not prohibiting the plan. Similar action was
not taken by the House of Representatives.

Under the first exchange, $150 million of mortgages
were made available for exchange. Offers to exchange
bonds for mortgages aggregating $282,881,300 were re-



ceived and%$188,328,000 were approved at prices ranging
from 101.12§ to 105.13 ($101.125 to $105.13 face amount of
bonds for each $100.00 of unpaid principal amount of
mortgages to be acquired) or an average exchange price

of 102.03. Actual transactions aggregating $186,564,063
principal amount of mortgages were effected in exchange
for $190,302,000 face amount of bonds.

In the second exchange transaction, which was an-
nounced on February 9, 1960, $200 million of mortgages
were made available in exchange for bonds. Offers to ex-
change aggregating $129,708,861 were received and were
approved at prices ranging from 100 to 104.01 or at an
average exchange price of 101.28. Under the second ex-
change, $124,738,870 principal amount of mortgages were
exchanged for $126,087,000 face amount of bonds.

The Association’s overall experiencc under the two
United States Treasury bond-FNMA mortgage exchange
programs is shown in more detail in its analysis of com-
bined exchange programs which follows:

Analysis of Combined Exchange Program

Total mortgages made available for sule

$305,000,000
Total offers received (average price $101.17)

112,590,161

Total olfers approved (average price $101.72) 318,036,861

Less: Cancellations $1,812,000
Other 1,891,928 6,733,928
I'otal Principal amount of
mortgages sold 311,302,933
Add: Premium on sales
(1.7149%) 5,336,826
Mortgage interest and
advances i,345,803
Net cash adjustment 0,217 7,382,816

Total exchanges

Face amount of bonds
redecmed

Accrued interest on bonds

Total bonds and interest
received

Excess face amount of bonds
received over principal
amount of mortgages sold

318,685,779

316,389,000
2,296,779

318,685,719

5,086,067

2. Special Assistance Functions

Information on this subject may bhe obtained from the
U. S. Department of Housing and Urban Development.
3. Secondary Market Operations

Please refer to pages 9-10 of the text and Table 3 of
Appendi

[y



!
i
!
!

L

“r

APPENDIX B

Digest of Principal Provisions of Legislation Authorizing Operations of the

Federal National Morigage Association

Public Law
Number, Citation

and Approval Date Principal Provisions

424, Association established on February
75th Congress, 10, 1938, under provisions of title
52 Stat. 48. IIT of the National Housing Act, as
Feb. 3, 1938 then amended, to (1) provide a

secondary market for mortgages in-
sured by FHA under title II of that Act by purchasing,
servicing or 'selling such mortgages; (2) make real estate
loans eligible for insurancc or insured under title IT (ex-
cept scetion 203) of the National Housing Act; (3) pur-
chasc, service or sell uninsured first mortgages on real
estate, and other such liens as are commonly given in the
various jurisdictions to securc advances thereon; and (4)
horrow money for any of the ioregoing purposes through
the issuance of notes, bonds, dehcntures or other such
obligations; maximum borrowing authority cutstanding at
any one time established at $220 million (20 times capital
of §10 million and paid-in surplus of $1 million).

24, Added title V] to the National
77th Congress, Housing Ac* and authorized the
55 Stat. 55. purchase of FHA-insured title VI
Mar, 28, 1941 mortgages by the Association.

864, (1) Extended  secondary  market
80th Congress, authority to include purchases, sales
62 Stat, 1206. and scrvicing of VA-guaranteed
Jul. 1. 1918 (GI) loans; (21 increased capital-

ization by $10 wmillion to 820 mil-
lion to De provided by the Reconstruction Finance Cor-
poration; (3) purchases limited to morigages insured or
cuaranteed after April 30, 1948: (4) maximum borrowing
authority increased from $220 million outstanding at any
one time to 8840 million. plus 40 times earned surplus
(40 times the sum of capital of $20 million, paid-in surplus
of §1 million and carned surplus) ; (5) prescribed that no
mortgage could be offered for purchase unless offered by
the original mortgagee prior to any other sale thereof; (6)
deleted authority to make real estate loans eligible for ‘in-
~urance or insured under title 1T of the National Housing
Act and to purchase. service and sell uninsured first mort-
gages; (7) limited purchases to 25 percent of the overall
amount of all loans, both FHA and VA, originated by a
seller which otherwise would qualify for FNMA purchases;
(8) provided that the maximum original principal amount
of a mortgage purchased by the Association shall not ex-
cecd or have exceeded $10.000 for each family residence on
dwelling unit covered thereby; (9) provided that ne mort-
vage could be offered for purchase by, or if it covered
property held by. a Federal, State or municipal instru-
mentality; and (10) terminated authority to purchase
FHA-insured mortgages on rental housing, and VA-guar-
antced cooperative housing mortgages.

47

—————— —

901, (1) Increased the statutory limita-
80th Congress, tion on purchases established by
62 Stat, 1268. P. L. 864, 80th Congress, from 25
Aug. 10, 1948 percent to 50 percent of all FHA

and VA mortgages originated by a
seller which otherwise qualified for purchase; (2) rein-
stated authority to purchase FHA-insured rental housing
and VA-guaranteed cooperative housing mortgages.

52, (1) Authorized by Alaska Housing
81st Congress, Act to purchase, service or sell
63 Stat. 57. FHA -insured mortgages on prop-

Apr. 23, 1949 erlies in Alaska and to make direct
(primary) FHA-insured loans to
finance Alaska residential housing construction; (2)
Alaska housing mortgages exempted from $10,000 mort-
gage amount ceiling established by P. L. 864, 80th Con-
gress, and other statutory purchasing requirements pre-
scribed by title III of the National Housing Act, as hereto-
fore or hereafter amended, or by any other law unless
enacted expressly in limitation thereof.

176, Increased authorization to commit
81st Congress, to purchase and to purchase FHA-
63 Stat. 446, insured title II and VI mortgages

Jul. 19, 1949 and VA.guaranteed mortgages from
$840 million outstanding at anv one
time to 81,500 million.

211, Authorized to purchase FHA-insured

81st Congress, title  VIII  morteages  (military

63 Stat. 570.
Aug. 8, 1949

housing) provided for under this
Act and exempted such mortgages
from the 50 percent limitation on
the amount of mortgages that could be purchased from
any one morigagee.

387, (1} Increased purchase and com-
81st Congress., mitment authorization outstanding st
63 Stat. 903. any one time hyv 81 billion to $2.500
Oct. 25, 1949 million; (2) VA.guaranteed section

501 mortgages guaranteed after Octo-
ber 25 exempted from the 50 percent purchase limitation
established by P. L. 901, 80th Congress.

75, (1) Increased purchase authoriza-
81st Congress, tion outstanding at any one time by
64 Stat. 48. %250 million to $2,750 million and
Apr. 20, 1950 revoked authority to make advance

commitments to purchase mort-
gages; (2) made FHA-insured section 8, low cost housing
morigages, and FHA-insured section 213 cooperative hous-
ing mortgages eligible for purchase; (3) exempted VA-
guaranteed section 502 miortgages from the 50 percent pur-
chase amount limitation established by P. L. 901. 80th
Congress; and {(4) VA-guaranteed mortgages must meet




the minimun¥ construction requirements prescribed by the
Administratonof Veterans Affairs.

139,

82nd Congress,
65 Stat. 293.
Sept. 1, 1951

Authorized to purchase FHA-insured
title IX mortgages provided for
under this Act, and to issue advance
commitments not in excess of $200
million outstanding at any one time
for purchases of mortgages on programed housing in crit-
ical defense housing areas, housing in major disaster areas,
and on FHA.insured title VIII housing for personnel essen-
tial to operation of the military departments or the Atomic
Energy Commission.

243,

82nd Congress,
65 Stat. 699.
Oct. 30, 1951

Authorized to issue advance com-
mitments not in excess of $30 mil-
lion outstanding at any one time to
purchase FHA-insured section 213
cooperative housing mortgages in
respect to which the Federal Housing Commissioner had
issued prior to June 29, 1951, either a commitment to in-
sure or a statement of eligibility, and limited the amount
of such commitments that could be made available in any
one state to not more than $3.5 million.

309,

82nd Congress,
66 Stat. 51.
Apr. 9, 1952

Increased  commitment authority
from %200 million outstanding at
any one time to $252 million for
mortgages on housing of the types
provided for by P. L. 139. 82nd
Congress.

(1) Increased purchasing and com-
mitment authorization outstanding
at any one time by $900 million to
83,650 million and made such addi-
tional authority available solely for
commitments to purchase and purchases of mortgages on
defense, disaster and military housing; (2) commitments
and purchases of mortgages on other types of housing
limited to $2,750 million outstanding at any one time;
(3) limited purchases to 50 percent of the overall amount
of all loans both FHA and VA (except defensc. disaster
and wmilitary) originated by a seller which otherwise quali-
fied for purchase; (4) provided that no mortgage except
a defense or disaster mortgage could be purchased by thc
Association unless guaranteed or insured after February
29, 1952, or purchased pursuant to a commitment made by
the Association; and (5) authorized to purchase mortgages
on properties located in Guam. .

331,

82nd Congress,
66 Stat. 601.
Jul. 14, 1952

(1) Authorized ‘“‘one-for-one” plan
not to exceed $500 million (to July
1, 1954), a program under which
commitments were issued to pur-
chase eligible mortgages within
one year after issuance of the contracts in a dollar
amount equal to the principal amount paid to the Asso-
ciation for mortgages which investors had purchased from
its portfolio; (2) extended authority to issue advance
commitment contracts for 1 year (to June 30, 1954) to
purchase mortgages covering military, defense and dis-
aster housing; (3) amended P. L. 243, 82nd Congress, to
liberalize advance commitment authority relative to FHA
section 213 cooperative housing mortgages and extended
to September 1, 1953, the date on which commitments
could be issued for the purchase of such mortgages; (4)
deleted the commitment and purchasing limitation of $2,-
750 million for mortgages on other than defense, disaster
and military housing; and (5) exempted FHA-insured
mortgages covering properties located in Hawaii or Guam
from the $10,000 mortgage amount ceiling established by
P. L. 864, 80th Congress.

438,

83rd Congress,
68 Stat. 320.
Jun. 29, 1954

94,

83rd Congress,
67 Stat. 121.
Jun. 30, 1953

Extended authority to commit to
purchase mortgages on defense,
disaster and military housing from
June 30, 1954, to July 31, 1954.

560, (1) Title III of the National Hous-
83rd Congress, ing Act entirely rewritten as the
68 Stat. 590. Federal National Mortgage Asso-

Aug. 2, 1954 ciation Charter Act; Association
rechartered and designated as a
constituent agency of HHFA; authorized to exercise three
primary functions with separate accountability: (a) to
provide supplementary assistance to the secondary market
for residential housing financed principally by private
capital (limited to the sum total of capital, surplus, re-
serves, and undistributed earnings plus outstanding obli-
gations not in excess of ten times the sum of capital, sur-
plus, reserves and undistributed earnings) (hereinafter
referred to as the Corporation and/or the Secondary Mar-
ket Operations); (b) to provide supplementary assistance
through Federal financing of special housing programs
designated by the President of the United States (within
a limitation of $300 million outstanding at any one time)
(hereinafter referred to as the Association and/or the Spe-
cial Assistance Functions); and (c) to manage and liqui-
date the then existing FNMA portfolio and mortgages that
may be acquired under contracts entered into prior to
November 1, 1954 (hereinafter referred to as the Associa-
tion and/or the Management and Liquidating Functions);
(2) prescribed that the maximum original principal amount
of a mortgage that could be purchased by the Corporation
or by the Association under its Special Aszistance Func-
tions may not exceed or have exceeded $15,000 for each
family residence or dwelling unit covered thereby; (3) re-
pealed the authority provided under P. L., 243. 82nd Con-
cress, and section 2(b) of P. L. 52. 81st Congress: and (3)
provided that mortgages purchased by the Corporation
shall have becn insured or guarantecd on or after August
2, 1954.

Authorized the Association under
its Special Assistance Functions to
provide special assistance for FHA-
insured wmortgages covering section
213 cooperative lousing and sec-
tion 803 wmortgages on armed services housing without
prior Presidential direction. In providing this assistance,
the Association was authorized to (1) cnter into commit-
ments to purchase mortgages not in excess of $30 wmillion
outstanding at any one time. with not more than $5 mil-
lion of the authorization to be available for such comumit-
ments in any one State if such commitments relate to
mortgages with respect to which the Federal Housing
Commissioner shall have issued pursuant to section 213
either a commitment to insurc or a statement of eligibil-
ity; and (2) make commitments to purchase and purchase
mortgages insured by FHA under title VIH of the National
Housing Act, as amended on and after August 11, 1955,
provided the total amount of such purchases and commit-
ments does not exceed $200 million outstanding at any one
time.

345,

84th Congress,
69 Stat. 635.
Aug. 11, 1955

574, Authorized mortgages to be insured
84th Congress, by FHA under section 809 of the
70 Stat. 274. National Housing Act covering sales

Jun. 13, 1956 type housing for cssential civilian
employees at a research or devel-
opment installation of one of the military departments of
the United States; the Association authorized in its Spe-
cial Assistance Functions to purchase section 809 mort-
gages under the provisions of P. L. 345, 84th Congress.
(Expanded by P. L. 88-127, approved September 23, 1963,
to include also civilian employees connected with a re-
search or developinent installation of NASA or AEC.)

1020,

84th Congress,
70 Stat. 1091.
Aug. 7, 1956

(1) Removed the statutory $15,000
mortgage purchase amount ceiling

established by P. L. 560, 83rd Con.
gress, for each family residence or
dwelling unit covered by mortgages
on housing in Alaska, Guam, Hawaii and on FHA section
803 military housing; (2) revised the percentage ratio of




common stock required by P. L. 560, 83rd Congress, to he
subscribedeby seilers under the Secondary Market Opera-
tions from™not less than 3 percent of the unpaid principal
amount of the mortgages involved to 2 percent and author-
ized the Corporation to fix the percentage at a greater or
lesser percentage than 2 percent, but not less than 1 per-
cent, as the Corporation may determine from time to time,
taking inte consideration conditions in the mortgage mar-
ket and the general economy; (3) authorized the Corpora-
tion to issue commitment contracts of a type known in the
trade as “standbhy commitments" for the purchase of FHA-
insured and VA-guaranteed mortgages on new construc-
tion; (4, authorized the Corporation to estahlish purchase
prices “within the range of market prices,” as determined
by the Corporation, rather than “at the market price” for
such mortgages, as required by P. L. 560, 83rd Congress;
(5) required the Association, for a period of one year from
the date of the enactment of this Act, to pay not less than
99 for mortgages purchazed in the Special Assistance
Functions; and (6} related the $50 million of total author-
jzation outstanding at any onc time for FHA section 213
cooperative housing mortgages in the Special Assistance
Functions not only to commitments but also to purchases
and provided that the $5 million State commitment author-
ization established by P, L. 345, 84th Congress. chall be
on a revohving hasis,

85-10,
71 Stat. 7.
Mar. 27. 1957

(1) Incrcased Dby $50 million to
$142.8 millien the amount of pre-
ferred stock the Corporation is
authorized to sell to the Secretary
of the Treasury; ¢2) increased the amount of Corpora-
tions oblizations which may be held by the Secretary of
the Treasury from the 81 billion limitation established by
. L. 560, 83rd Congress. 1o $1.350 million: (3) increased
the Aseociation’s Special Assistance lunctions  authority
available for commitments to purchase and purchases of
IFHA-in-ured section 213 cooperative housing mortgages
from &30 million outstanding at any one time to $100 mil-
lion. and increased the amount of such commitments which
may be available for any one State from 85 million to $10
million.

85-104,
71 Stat. 291,
Jul. 12. 1957

t1r Increased by $65 million to
$207.8 million the amount of pre-
ferred stock  the Corporation  was
authorized to sell to the Secretary
of the Treasury; (2) increased the amount of the Corpo-
ration’~ obligations which the Seeretary of the Treasury
may hold al anv one time from $1.350 million to $2.250
million; (31 changed the pereentage ratio of common
stock required to be subseribed by seliers of morigages to
the Corporation to not more than 2 percent nor less than
1 pereent of the unpaid principal amount of the mort-
gages imvolved. as determined by the Corporation from
time to time. taking into consideration conditions in the
mortgage market and the general economy; (4) required
the A~~ocialion to pay par (100) for mortgage: purchased
in the Assuciation’s Special Assistance Functions pursuant
1o contracts entered into during the period between July
12. 1957, and August 7. 1958, and established the maxi-
mum aggregate percentage amount of fees (at 1'4% of the
principal amount of the mortzage involved) that the Asso-
ciation could charge in connection with commitments and
purchases under =aid functions: (3) increased the amount
of the purchases and commitments that may be authorized
by the President of the United States under the Special
Assistance Functions from $300 million outstanding at any
one time to $450 million; (6) increased the amount avail-
able under the Special Assistance Functions for commit-
ments and purchases of FHA-insured section 213 coopera-
tive housing mortgages from $100 million outstanding at
any one time to $200 million with certain limitations with
respect to amounts available for any one State and for con-
sumer type housing; and (7) increased the authority avail-
able under the Special Assistance Functions for com-
mitments to purchase and for purchases of FHA-insured
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armed services housing mortgages from $200 million out-
standing at any one time to $450 million of which 7.5 per-
cent (8$33.75 million) was required to be reserved for
commitments to purchase and purchases of FHA-insured
section 809 housing mortgages.

85-364, Provided the Association in its Spe-
72 Stat. 73. cial Assistance Functions, with ad-
Apr. 1, 1958 ditional mortgage purchaze author-

ity as follows: (1) the total amount
of the Ascociation’s authority to purchase and to commit
to purchase mortgages under direction of the President of
the United States was increased by 8500 million, bringing
the total amount of such authorization to §950 million
outstanding at any one time; and (2} the dollar amount of
purchases and commitments authorized under programs
specifically approved by the Congress was increased by
§1,050 million to $1,700 million outstanding at any one
time, such increase consisting of (a) $1,000 million of
authority outstanding at any ene time specifically ap-
proved for purchases and commitments to purchase mort-
cages of $13.500 or less. rclating to low and moderate
priced housing upon which construction had not com-
menced and (b)) an increase of $50 million to $500 million
outstanding at any one time. of the authority to make
commitiments to purchase and to purchasc mortgages in-
sured by FHA under title VIII of the National Housing
Act, as amended. and of which net less than $58.75 million
shall be made available for purchases and commitiments to
purchase FHA section 809 mortgages.

86-372,
73 Stat, 654,
Sept. 23, 1959

(1Y Increased the statutory dollar
amount Jimitation established by
P. L 560, 83rd Congress, on the
maximum original principal obliga-
tion of a mortgage that may he purchased under the
Association’s Special Assistance Functions from $15,000
to $17.500 and the maximum principal amount of a mort-
zage that may be purchased by the Corporation from
815.000 to 820.000 for each family residence or dwelling
unit covered by the mortgage (mortgages covering housing
in \laska, Hawaii, Guam and FHA.insured zection 220
and 803 housing mortgages were exempted from these
dollar amount limitations); (2) increased the amount
available under the Association’s Special Assistance Func-
tions for commitments and purchases of FHA-insured sec-
tion 213 cooperative housing mortgages from $200 million
outstanding at any one time to $225 million ($12.5 million
to be made available solely for huilder-sponsored type co-
operative housing and $12.5 million for consumer type
housing); (3) extended the time for submission of certain
mortgages covered by commitments previously issued un-
der the Special Assistance Functions; (4} authorized the
Association under the Management and Liquidating Func-
tions to make commitments to purchase and to purchase,
service and =ell any mortgage offered to it by HHFA or
any of the HHFA constituent agencies when the Housing
and Home Finance Administrator has determined that the
acquisition thereof by the Association is in the interest of
the efficient management and liquidation of the mortgages;
(59 authorized the Corporation to enter into standby com-
mitments for the purchase of mortgages covering existing
housing; (6) deleted the par purchase price and maximum
fees and charges provisions established by P. L. 85-104 in
respect to the Association’s Special Assistance Functions;
(7) broadened the type of securities other than U. S. bonds
in which the Corporation and the Association could invest
surplus cash; and (8) authorized FHA to insure mort-
gages under section 810 of the National Housing Act cov-
ering rental type housing for military and essential civilian
employees in defense impacted areas (expanded by P. L.
88-127, approved September 23, 1963. to include also civil-
ian employees connected with a research or development
installation of NASA or AEC). Purchase of section 810
mortgages may bc made under the provisions of P. L. 345,
84th Congress.



87-70, (1) Incrcased the amount of the
75 Stat. 14 Association’s  Special  Assistance
Jun. 30, 1901 Functions authority under direction

- of the President of the United
States froni $950 million outstanding at any one time to
$2,046.6 million by (a) a general increase of $750 mil-
lion in special assistance authority, (b) an increase of
£207.2 million represented by the transfer of unused com-
mitment and purchase authority as of June 30, 1961, re-
maining from the special assistance program established
by P. L. 85.364, and (¢} an increase on July 1, 1961, of
$139.4 million which amount was equal to the net decrease
for the fiscal vear 1961 in the aggregatc principal amount
of all mortgages owned by the Association under its Man-
agement and Liquidating Functions, and made provision
for a further increase in such authority by an amount
which is equal to the net decrease in the aggregate prin-
cipal amount of all mortgages owned by the Association
under its Management and Liquidating Functions during
each of fiscal years 1962, 1963, and 1964; (2) terminated
the .Association’s special assistance authority provided by
P. L. 85-364, to purchase and to commit to purchase low
and moderate priced housing mortgages of $13.500 or less;
(3) exempted FHA-insured section 213 mortgages covering
cooperative housing in urban renewal areas and section
809 and 810 mortgages from the Association’s statutory
purchase amount ceiling of 817.500 per family residence or
dwelling unit applicable 1o the Special Assistance Funec-
tions; (4) authorized the. Association to commit 1o pur-
chase and purchase FHA section 221(d)(3) below-market
interest ratc mortgages under the Special Assistance Fune-
tions; (5) authorized the Corporation to make short-term
loans of one year or less which do not excced 80 percent
of the unpaid principal balances of the FHA-insured or
VA-guarantced mortgages sccuring such loans: and (6)
provided that the Corporation may establish an issue price
in exccss of par (100) for cach share of common stock
subscribed by organizations that sell mortgages to, or that
harrow from, the €orporation (capital contributions) and
that any such excess shall be paid into surplus of the Cor-
poration.

88-560,
78 Stat. 769.
Sept. 2, 1964

(1) Removed the $20.000 purchase
amount ceiling establicshed by P. L.
86-372 for cach family residence or
dwelling unit covered by a mert-
gage purchased by the Corporation; (2) authorized the
Corporation to purchase. sell or deal otherwise in partici-
pations in insured or guarantecd mortgages; (3) increased
the amount of short-term: loans the Corporation can make
from 80 percent of the amount of FHA or VA loans secur-
ing such loans to 90 percent; (4) authorized the Associa-
tion under its Management and Liquidating Functions to
act in a fiduciary capacity to facilitate the substitution of
private funds for Government financing of the Associa-
tion’s first mortgages and those in which the United States
or an agency or instrumentality thereof has a financial in-
terest, through sales of beneficial interests, or participa-
tions, in such mortgages to private investors; and (5)
authorized the Association under its Special Assistance
Functions to commiit to purc]lasc and to purchase manage-
ment-type section 213(j) mortgages which have heen cer-
tified by the Federal Housing Commissioner to be con-
sumer cooperatives (without regard to limitations on
amounts herctofore established for any one state and
subject to the total authorization made available for the
program) with respect to which the Federal Housing Com-
missioner shall have issued a commitment to insurc or a
statement of eligibility.

89-117,
79 Stat. 451.
Aug. 10, 1965

(1) Authorized Corporation to pur-
chase FHA-insured and VA.guar-
anteed mortgages and mortgages
“insured by the Farmers Home Ad-
ministration of the Department of Agriculture under title
V of the Housing Act of 1949 from any Federal agency
or instrumentality having authority to effect such sales
and to subscribe for Corporation common stock and to

purchase I'armers Home Administration-insured mortgages

from State, territorial and municipal instrumentalities;
(2) increased the Association’s special assistance author-
ity under direction of the President by $100 million and
authorized (a) the transfer, at August 10, 1965, to the
President’s authority of an amount equal to the amount
which would otherwise have been available for new com-
mitments and purchases of FHA section 803 and 810 mort-
gages under the Association’s Special Assistance Program
Number 7, (b) additional transfers of authority which
similarly would becomc available on July 1, 1966, and on
July 1 of each year thereafter, and (c¢) concomitant de-
crease of the commitment and purchasing authority for
section 803 and 810 mortgages by the amounts transferred;
t3) provided for a general increase in the President’s spe-
cial assistance authorily of $430 wmillion on July 1, 1966,
8550 million on July 1, 1967. and of $525 million on July
1. 1968; (1) authorized the Association. under its Manage-
ment and Liquidating Functions. to make commitments to
purchase, and to purchase. service or sell any oblications
offered to it by HHFA or by its constituent units or agen-
cies or any mortgages covering residential property offered
to it by any Federal instrumentality; (5) climinated the
817,500 purchase amount applicable to the Special Assist-
ance Functions ceiling for any section 221(d1(3) below-
market interest rate mortgage if it covers property which
has the benefit of local tax abatement sufficient to keep
rentals at the level they would be if the $17.5360 limitation
were applied: (6) increased the purchase amount ceiling
to 820.000 for any mortgage under the Special As-istance
Functions in respect to which the related family residence
or dwelling unit contains fonr or more hedrooms: (7) au-
thorized the Congress to appropriate funds necessary 1o
reimburse the Association for any differential (including
interest.  other costs and a fair proportion of administra-
live cxpenses) between the total outlay in connection with
the sale of participations involving section 221(d)(3)
below-market interest rvater mortgages insured after August
10. 1965. and the total receipts from such mortzages: and
(8) the Association authorized. under its fiduciary capac-
ity, to sell participations in obligations owned by it or
offered to it by HHFA or its constituent nmits or agencies.

89-429,
80 Stat. 164.
May 24, 1966

(1) Authorized the Association. as
Trustee. 10 =ell beneficial interests,
or participations, In mortgages or
other tyvpcs of abligations in which
(a) the Farmers Home Administration of the Department
of Agriculture, (b) the Office of Education of the Depart-
ment of Health, Education and Welfare, (¢} the Department
of Housing. and Urban Development except the Second-
ary Market Operations. (d) the Veterans Administra-
tion. (e) the Export-Import Bank of the United States, or
(f) the Small Busincss Administration. have a financial
interest. provided the participations which are issued for
the account of any such trustor shall not execed an amount
which is authorized by an appropriation aci: stipulated
that the procceds from participations sold for the account
of a trustor shall be treated by such trustor as otherwise
provided by law for sales or repayments of such obliga-
tions; and authorized the trustor to pay the trustee from
appropriated funds or otherwise such insufficiencies as the
trustec may require on account of such participations; (2)
rescinded the $450 million of Association special assistance
authority which was authorized by P. L. 89-117 to e made
available to the Association on July 1, 1966.

89-566, (1
80 Stat. 738.
Sept. 10, 1966

Increased the Corporation’s
private borrowing authority from
ten times capital and surplus ap-
plicable to such operations to fif-
teen times; (2) increased by 8110 million the amount of
preferred stock that may be purchased by the Secrectary of
the Treasury under the Secondary Market Opcrations; and
(3) increased the dollar amount of purchases and commit-
ments authorized under Special Assistance programs spe-
cifically approved by the Congress by $1,000,000,000 out-
standing at any one time provided construction of the
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housing had not commenced at time of applying for thel
commitment and the original principal amount of any,
such mortgage does not generally exceed $15,000 or
817,500 in any geographical area where the Secretary of
Housingt and Urban Development finds that cost levels so
require ($22,500 in Alaska, Guam and Hawaii). Of the
$1,000,000,000 authorization provided by this act, $500,-
000,000 shall be obtained by reducing the outstanding
authority of the President of the United States by such
amount.

89-754, (1) Removed the $17,500 statutory
80 Stat. 1255. mortgage purchasing limit otherwise
Nov. 3, 1966 applicable under the Association’s

Special Assistance Functions if such
mortgages are insured under Title X of the National
Housing Act and relate to new communities approved
under that act; (2) authorized the Association under its
Special Assistance Functions to participate in making in-
sured advances during construction on FHA section 213
and 220 mortgages and certain 221(d) (3) mortgages; and
(3) repealed the statutory limitation under which the
Corporation could issue commitments at prices sufficiently
high to facilitate home financing hut sufficiently low to
prevent excessive sales to the Corporation under such
operations, thereby enabling the Corporation to issue both
standby and firm commitments.

90-448, (1) Partitioned the Federal Na-
82 Stiat. 536. tional Mortgage Association as it
Aug. 1, 1968 existed on August 31, 1968, into

Effective Sept. 1, 1968 (a) a privately owned and financed

corporation encompassing the for-
mer Secondary Market Operations of the Corporation
(FNMA); (b) a federally-financed corporation encom-
passing the former Special Assistance Functions and
Management and Liquidating Functions of the Associa-
tion (GNMA); and (c) authorized the Corporation to
issue securities against its portfolio of FHA and VA

5l

mortgages and to purchase securities issued by other
holders of such mortgages when guaranteed by GNMA;

91-296, Authorized the Corporation to pur-
84 Stat. 336. chase loans made by the Depart-
Effective Jun. 30, 1970 ment of Health, Education and

Welfare for construction or mod-

ernization of publicly-owned hospitals.

91.351
84 Stat, 450
July 24, 1970

(1) Authorized the Corporation to
purchase conventional mortgages,
subject to certain restrictions; (2)
Authorized the Corporation to pur-
chase mortgages subject to interest subsidy payments under
section 243 of the National Housing Act.

91.609
84 Stat. 1770
December 31, 1970

Made the stock purchase plan per-
missive rather than mandatory and
required that the requirement be
not more than two percent. Required
the approval of the Secretary of Housing and Urban De-
velopment for any changes in the requirement.

93-383
88 Stat. 633
Aug, 22, 1974

(1) Authorized the Corporation to
locate its principal office within the
District of Columbia or the metro-
politan area thereof; (2) Increased
from 75 percent to 80 percent the maximum loan to value
ratio for conventional mortgages; (3) Increased maximum
conventional mortgage from amount comparable to FHA
limits to amount equal to limitations on Federal S&Ls.

93-541
88 Stat. 1739
Dec. 26, 1974

Authorized the Corporation to pur-
chase loans made for construction or
modernization of private non-profit
hospitals which are guaranteed by
the Secretary of Health, Education and Welfare.
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TABLE 1
FNMA Secondary Morigage Market Activity by Calendar Year*
(Dollars in thousands)
Year end portiolio
Other Number of
Year Purchases Sales Repayments credits morigages Amount
Total $27,960,394 $2,912,469 $3,482,178 $1,674,840 1,221,306 $19,890,907
1951 21 — — — 2 24
1955 86,019 — 393 —_ 9,483 85,680
1956 574,538 5,011 6,154 335 62,114 648,715
1957 1,021,011 2,887 28,721 2,310 146, 86% 1,635,841
1958 259,335 165, 568 39,156 9,962 128,337 1,380,690
1959 731,569 3,474 47,472 14,525 187,144 2,049,788
1960 980,195 42,093 61,116 21,083 259,138 2,902,991
1961 621,390 521,999 79,016 51,433 254,976 2,871,933
1962 517,427 390,667 101,029 78,085 253,151 2,846,579
1963 181,290 779,824 109,723 76,531 191,712 2,061,791
1961 197,518 78,091 120,011 61,295 190,787 1,996,909
1965 756,933 16,562 125,612 62,193 239,978 2519475
1966 2,080,617 73 133,047 70,690 388,409 4,396,282
1967 1,399,602 11,744 169,912 92,224 469,930 5,522,004
1968 1,944,379 358 217,743 17,969 586,634 7,170,313
1969 4,242,974 — 266,279 67,245 833,142 11,079,583
1970 5,531,892 20,293 342,732 190,794 1,086,303 16,057,656
1971 4,039,794 335,523 613,764 633,421  1.166.276 18,514, 742
1972 3,864,134 208, 299 1,014,265 830,713 1,221,306 20, 325,599
1973 6,252,239 70,773 1,241,724 806,713 1,344,600 24,458,628
1974 7,018,565 4,292 1,036,127 728,218 1,473,552 29,708,556
@ Also the Cbrporation’s fiscal year.
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FNMA Purchases by Year and Type of Mortgage

TABLE 2

(Dollars in Thousands)

Home Participation

Year FHA VA Conventional Project Advances® Total
1954 $ 11 $ 13 - —_ — $ 24
1955 19,934 66,115 — — — 86,049
1956 121,619 452919 — — — 574,538
1957 238,799 782,245 —_ — — 1,021,044
1958 184,550 74,985 — — — 259,535
1959 553,526 181,043 — — — 734,569
1960 696,453 284,042 —_ — — 980,495
1961 453,695 170,695 — —_ — 624,390
1962 404,941 142,486 —_ — — 547,427
1963 162,850 18,440 — — — 181,290
1964 181.989 15,559 —_ — — 197,548
1965 627,134 129,799 — — — 756,933
1966 1,635,124 445,493 —_ -— — 2,080,617
1967 911,421 487,894 — $ 287 - 1,399,602
1968 1.290,990 646,814 — 6,573 — 1,944,377
1969 2.789.943 1,311,650 _ 18,374 — 4,119,967
1970 3.490,058 1,287,390 — 301,365 $453,079 5,531,892
1971 2,068,212 674,211 — 831,473 466,882 4,040,778
1972 1,775,421 765,332 $ 55,073 1,103,451 165,338 3,864,615
1973 1,600.661 1,630,594 938,570 1,957,096 125,499 6,252,420
1974 $1.303,276 $2,314,467 $1.128,283 $2.207.,486 $ 65.053 87,018,565
*Includes loans secured by mortgages.

. TABLE 3
FNMA Secondary Market Sales of FHA and VA Mortgages by Calendar Year*
(Dollars in thousands)
FHA VA Total
Number of Number of Number of

Year mortgages Amount mortgages Amounl mortgages Amount
Total 118,061 $1.514,147 111,153 $1,398,322 229,214 $2,912,469

1951 — — — — — —

1955 — — — — — —

1956 193 1,250 336 3,761 529 5,011

1957 262 2,019 81 838 313 2,887

1958 12,702 138,813 27,159 326,725 10,161 165,568

1939 297 3,018 43 126 310 1

1960 2,239 28,796 992 13,297 3,231 12,093

1961 28,621 318,629 17,389 203,370 16,010 521,999

1962 15,820 195,103 16,006 195,561 31,826 390,667

1963 32 810 389, 171 32501 390,330 65,311 79821

1961 [ 118 11,511 27966 33530 7111 78,091

1965 1,352 11,508 3,011 327051 1,396 16,362

1966 n 3 — — 0 T3

1967 Sl 7,710 266 1,031 807 11,711t

1968 16 188 9 170 25 358

1969 — — — — — —

1970 1,145 18,478 104 1,815 1,249 20,293

1971 11,760 202,228 6,666 133,295 18,426 335,523

1972 5,848 149,229 3,288 59,070 9,136 208,299

1973 878 70,773 — —_ 878 70,773

1974 34 4,292 — — 34 4,292

*ilso the Corporation’s fiscal year. -
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TABLE 4

x FNMA Mortgage Activity All Programs by Fiscal Year'

- Prior 1o September 1, 1968

- (Dollars in thousands)

Year end portfolio

Fiscal Other Number of
year Purchascs Sales Repayments credits mortgages Amount
Total $21,036,752  $5,129,727 $3,770,983  §1,302,501 906,627 $10,853,538
1938 37,932 — 69 — 9,765 37,883
1939 92,006 345 1,318 — 31,119 125,226
1910 49,293 7 10,171 1,005 11,876 163,033
1941 15,935 8 13,719 1,128 52,026 191,113
1942 38,813 — 16,891 320 58,820 215,515
1913 7,081 126,691 23,173 212 18,603 72,217
1914 338 (11) 13,011 17 15,995 39,538
1915 113 38, 116 11,201 3 27893 10,031
1916 23 213 3,169 — 2,216 6,372
1917 63 11 1,157 5 1,835 1,962
1918 17,390 — 1,262 — 8,283 51,090
1919 123,516 — 10,027 111 70,512 161, 195
1950 916,397 311,292 35,778 8,190 136,083 1,033,632
1951 855,692 272,105 18,991 11,016 223,561 1,578,879
1952 601,973 39,866 67,121 8,518 291,066 2,068,017
1953 585,709 60,000 86,511 9,516 316,851 27197699
1954 180,783 575,067 927021 10,253 318,330 27301139
1935 (a) 651,165 201,097 120,622 25,102 351.339 2,608,183
1956 315,017 7115 123,210 19,085 365,511 20713520
1957 1,078,121 1,809 132,567 10,730 118,007 3,613,535
1958 726,159 397,975 157,128 21,112 160,703 3,790,719
1959 1,376,272 87,991 211,922 35,122 527,015 1,829 683
1960 (b) 1,778,352 316.819 233510 50,651 581,221 6,017,025
1961 786, 192 556,621 228,658 80,085 575,873 5,938,153
1962 (¢) 1,056,710 396,811 267,053 135,123 581,390 6,195,513
1963 (d) 386,288 1,103,625 291,902 162, 150 191,809 5,020,851
1961 (d) 315,653 260, 152 296,306 135,908 166,673 1,613,811
1965 (d) 509, 150 317,911 290,101 125,338 153,131 1,389,908
1966 (d) 2,176,060 10, 192 293,999 103,536 382,397 6.157.911
1967 (d) 1,836,769 9,108 266, 125 127,690 691,378 7,291,187
1968 {d) 3,165,952 3,698 336,253 135,813 887,931 10,561,373
1969 (2 mos.) (d) 378,855 221 65,898 20,568 906,627 10,853,538
! For years ending June 30, and prior to separation of original FNMA into the present FNMA and GNMA.
ta) Includes the transfer of 15,023 FHA-insured and VA-.guaranteed Nuamber Amoant
mortgages totaling §61,998,000, 12 direct RFC Mortgage Company loans
o 519000 Trom “RIC 10 FNALA on Taly T 1951 perseant 1o e (000)
o?gn‘uiz:nlio; Plan mNumbcr 2 Tof 1954—!\[ayn;|g::u\c:! 2::} u‘ﬂq\li?}ali:g 1963 12 . 351 S 121 ,626
l(:ll;;]“:gnf.des the acquisition of 13,840 HHFA mortgages and notes 196-1 21 ’232 l§2 ’966
(olalingc ‘51158,324,000 cqservicm] by the Public Huusinzv " Administration 1965 19‘ 983 156, "19
pursuant to P, L. 86-372, approved September 23, 1959—Management 1966 15,583 162,157
and Liquidating Functions. 3 1967 18 ,T-)T 316 ,011
gl T o Vemmee) MAS s 1 1968 11667
b)'”:'l-lc“\z:ur‘nmt_mil.y Facilities _.-\Idministmliggr% under P‘f L. 8‘6-372—!\;c:m~ 1969-2 months 6,607
?fﬁmf:cll:gi Ll;(l"lu-{doa:\l:gdr;:ll‘;tl?an;cs acquired in exchange for FNMA.held Total ]66’082
FH\ debentures or for cash, as follows: _—
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TABLE 5
FNMA Purchases of FHA and VA Mortgages All Programs by Fiscal Year'
Prior to September 1, 1968
(Dollars in thousands)

FH A -insured mortgages (3} V A-guaranteed mortgages Total purchases

Fiscal < Number of Number of Number of
vear mortgages Amount mortgages Amount mortgages Amount

| Total - 1,049,815 $13,299,713 752,352 §7,551,107 1,802,167  $20,851,150
1938 9,869 37,952 — — 9,869 37,932
1939 21,998 92,006 — — 21,998 92,006
1910 11,909 19,293 — — 11,909 19,293
1011 12,101 15,935 — - 12,101 15,035
1912 9,323 38,813 — — 9,323 38,813

. 1913 1,637 7,081 — — 1,637 7,081

; 1911 81 338 — — 81 338

. 1915 27 113 — — a7 113

i 1916 6 23 — — 6 23

: 1917 9 63 — Z o P
1918 6,731 17,390 — — 6,731 17,390
1919 10, 108 297,190 22,551 126,056 62,962 123,516
1950 17,692 130,891 115,310 815,506 133,032 916,397
1951 3,130 30,852 106,613 821,810 109,753 855,692
1952 11,573 111,139 62,113 193,531 76,716 601,973
1953 30,972 295,516 31,970 290,163 63,912 585,709
1951 29,858 368,593 12,817 112,190 12,675 180,783
1955 20,655 261,126 16,657 316,366 7,312 610, 192
1956 7,397 125,117 18,651 189,600 26,018 315,017
1957 23,137 255,615 70,312 822,176 93,179 1,078,121
1958 28,830 380,639 27,298 315,820 56,128 726,159
1959 16,771 812,306 16,268 363,966 93,039 1,376,272
1960 82,136 1,151,599 36,611 165, 129 118,780 1.620.028
1961 16,022 639,998 10,987 116,286 57,009 786,281
1962 55,098 817, 117 18,139 239,091 3,237 1,056,508
1963 25,791 310,926 3,173 15,327 29,267 386,253
1961 27,032 303,587 959 12,016 27,991 315,603
1963 37,857 162 167 3,660 16,87 1 11,515 509311
1966 138,170 1,817,067 23,396 328,993 161,566 2,176,060
1967 112,295 1,508,525 23,971 328,211 136,269 1,836,769
1968 169,518 2,511,732 61,127 921,219 230,915 3,165,951
1969 2 mos. 18,770 288,111 6,010 90,111 21,780 378,855
I For years ending Junec 30, and prior to separation of original FNMA into the present FNMA and GNMA.

“ Iniludes (1) the transler of 15.023 FHA-insured and VA.guaranteed mmtgages totabimg $61.998,000 to FNMA from RFC on July 1. 1951, pursu-

ant to Reorganization Plan Nwinber 2, of 1954; (2) the transfer to FNMA of 105 HHFA-nwned FHA-insured and VA-guaranieed mortgages in ihe
amnmt of §336.000 serviced by the Community Facilitics Administration during fiscal year 1962 under P. L. 86-372, approved Septcmber 23, 1939,
amd (3) 166.082 FHA-ouned wmorizages tolaling £1,757.173.000 acquired duwring heral vears 1963-1969 cxchange for FNMA:held FHA dcbentures or

for vash,
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TABLE 6
FNMA Sales of FHA and VA Mortgages All Programs by Fiscal Year'

] Prior to September 1, 1968
- (Dollars in thousands)
. FHA-insured mortgages VA-guaranteed mortgages Total sales

Fiscal Number of Number of Number of
year mortgages Amount mortgages Amount mortgages Amount
Total 229,890 §2,371,988 321,911 $§2,721,7517 551,831 85,099,705
1938 — — — — — —
1939 2 315 — — 72 315
1910 2 n — — 2 n
1911 2 8 — — 2 8
1912 — — — — — —
1913 37,820 126,691 — — 37,820 126,691
1911 (v (1) — — (% (n
1915 11,113 38,116 —_ — 11,113 38, 116
1916 2 213 — — > °13
1917 1 11 — — 1 11
1918 — — — — — —
1919 — — — — — —
1950 26,800 206,010 18,083 105,252 11,883 311,292
1951 13,111 93,892 27,119 178,513 10,560 272,105
1952 3,678 23,918 2,811 15,918 6,189 39,866
1953 2,957 35,713 3,523 21,257 6,280 60,000
1951 7,588 119,528 79,281 155,539 66,869 575,067
1955 3,333 16,972 21,005 151,125 21,338 201,097
1956 305 1,927 811 5,188 1,119 7,115
1957 255 1,990 231 2,817 191 1,807
1958 10,256 115,652 23,152 282,323 33,708 397,975
1939 3,101 12130 1197 15,561 72208 87,991
1960 195 2,150 7,818 311,399 8,013 316,819
1961 28,523 350,190 17,583 206,318 16,1006 556,508
1962 21,181 233,117 13,118 163,399 31,899 396,816
1963 12,515 539,011 17,932 357,099 90, 177 1,096,113
1961 10,103 111,755 9,895 98,921 19,998 213,679
1965 5,566 239,398 16,586 102,889 22,152 312,287
1966 311 2,693 922 7,799 1,266 10,192
1967 121 6,088 219 3,320 610 9,108
1968 157 2,951 19 T 206 3,698
1969 2 mos. 1 229 0 0 1 22

! For years ending June 30, and prior to separation of original FNMA into the present FNMA and GNMA,
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TABLE 7
Private Financing of FNMA Secondary Market Activity
Debentures
Deseri§tion of
SM debentures Amount of issue Issuc Term of Maturiny Intcrest
issted (millions) late issue date rate %
1956
1. SM-1956-A S100* Feb. 20 9 mos. Nov. 20. 1956 3.125
2. SM-1957-A 100* Aug. 20 9 mos. May 20, 1957 3.35
3. SM-1957-B 100* Nov. 20 9 mos. Aug. 20.1957 3.90
1957
1. SM-1957-C 200* Jan. 21 8 mos. Sep. 20. 1957 1.125
3. SM-19538-A 250* Mar. 11 11 mos. Feb. 10. 1958 1.00
6. SM-1958-B 200* Apr. 10 11 mos. Mar. 10. 1958 1.10
7. SM-1958-C 200* May 20 11 mos. Apr. 10. 1958 1.05
8. SM-1958-D 100* June 21 11 mos. May 8.1958 1.25
9, SM-1958-E 165* Aug. 20 11 mos. July 10, 1958 1.375
10. SM-1958-F 200* Sep. 20 11 mos. Aug. 11. 1958 1.70
11. SVM-1958-G 100* Dec. 10 10 mos. Oct. 10, 1958 1.20
12, SM-1965-A 100* Dec. 10 7 yrs. 6 mos. June 10. 1965 1.375
1958
13. SVM-1959-A 150* IFeb. 10 1 year Feb. 10. 1959 3.00
11. SVM-1962-A 200* Feb. 10 1 years Feb. 13.1962 3.50
15. SM-1963-A 150* Mar. 10 3 years Mar. 11. 1963 3.25
16. SVM-1968-A 100* Mar. 10 10 years Muar. 11,1968 3.625
17. SN-1959-B 100* July 10 9 mos. Apr. 10. 1959 1.65
18. S\VI-1958-1 100* Aug. 11 3 mos. Nov. 10. 1958 1.15
19. SVI-1959-C 100* Aug. 11 10 mos. June 10. 1959 2.00
20. SVM-1959-D 100* Oct. 10 10 mos. Aug. 10.1959 3.875
21, SVI-1963-B 100* Nov. 10 5 years Nov. 12,1963 1.125
1959
22, SVI-1959-18 100* Feb. 10 8 mos. Oct. 13.1959 3.75
23, SA-1960-A 100* I'eb. 10 1 yr. 4 mos. June 10. 1960 1.00
21, SV-1959-1F 100* Apr. 10 8 mos. Dec. 10. 1959 3.75
25. SVI-1969-A 90* Apr. 10 10 years Apr. 10. 1969 1.375
26. SV-1960-13 150* June 10 9 mos. Mar. 10. 1960 1.50
27, SAI-1959-G 150* Aug. 10 3 mos. Nov. 10. 1959 3.70
28, SV--1961-A 150* Sep. 23 2 years Sep. 11. 1961 5.125
29, SN -1960-C 100* ()_vl. 13 6 mos. Apr. 11. 1960 5.30
30. S\I-1960-D 200* Nov. 10 6 mos. \May 10. 1960 5.125
31, SV-1960-16 200* Dec. 10 9 mos. Sep. 12. 1960 5.35
. 1960
32, SVI-1972-A 100= Feb. 10 12 years Feb. 10. 1972 5.125
33, SM-1962-B 150* Mar. 10 2 yrs. 6 mos. Sep. 10. 1962 1.875
31 SAI-1961-B 100* Mar. 10 1 year Mar. 10. 1961 1.875
35, 8SVI-1970-A 150* Apr. 11 10 years Apr. 10. 1970 1.625
36. SA=-1961-C 100* Apr. 11 1 year Apr. 10. 1961 1.125
37, SVI-1961-D 200* May 10 1 year May 10. 1961 1.625
38, SV=1961-1 200* June 10 1 year June 12. 1961 1.55
39, SAI-1971-A o Aug. 23 11 years Aug. 10.1971 1.125
10. SV=-1970-B 125* Sep. 12 10 years Sep. 10. 1970 1.125
11 SVM-1966-\ 100* Dec. 12 6 years Dec. 12,1966 1.125
1961
12, SVI=1961-A 100* May 10 3 years May 11.1961 3.625
13, SV=-1973-A 150* June 12 12 years June 12,1973 1.25
1. SM-1961-B 150* Sep. 11 3 years Sep. 10. 1961 1.00
15, SM=1971-8 100* Sep. 11 10 years Sep. 10. 1971 1.50
16, SNI-1972-B 100+ Dee. 11 10 yrs. 6 mos. June 12.1972 1.375
17. SA=-1961-C 125* Dee. 11 3 years Dec. 11.1961 3.875
1962
18. SM-1977-A 200 FFeb. 13 15 years “eb. 10.1977 1.50
19. S©V=-1966-B 150* Sep. 10 3 yrs. 6 mos. Mar. 10, 1966 e
1965 .
50. SA-1967-A 150* Oct. 11 2 years Oct. 11. 1967 1.50
1966
SESVI-1967-13 150* Febh. 10 1 year Feb. 10. 1967 5.0
32, SM-1967-C 250% Mar. 10 1 yr. 2 mos. May 10. 1967 5.30
a3, SA-1967-D 100 * May 23 1 year June 12. 1967 5.15
S SM-1968-B 350 Aug. 23 2 years— Sep. 10. 1968 5.895
17 days
53, SM-1969-B 350* Dece. 12 3 years Dec. 12. 1969 6.0

* See footnote at end of table.
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Descripson of

S)M debentures Amount of issue Tssue Term of Maturity Interest
issued (millions) date issue date rate 9,
1967
56. SA-1969-C 250* Feb. 10 2 );ﬂl's—‘l July 10, 1969 5.125
months
57. SM-1969-D 300* May 10 2 years May 12,1969 1.65
58. SM-1968-C 100+ June 12 1 year June 11.1968 1.55
59. SM-1970-C 100* Oct. 11 3 years Oct. 13. 1970 5.75
60. SM-1969-E 250* Dec. 28 1 year— June 10. 1969 6.10
5 months
1968
61. SM-1971-C 350* Mar. 11 3 years Mar. 11. 1971 6.00
62. S7A1-1970-D 100* June 11 2 years Juue 10, 1970 6.60
63. S\M-1971-D 350* Sep. 10 3 years Sep. 10. 1971 5.75
1969
61. SM-1970-E 250* Feb. 6 1 yea Feb. 10.1970 6.60
63. SM-1972-C 250* Mar. 10 3 years Mar. 10. 1972 6.75
66. SM-1971-E 50* Apr. 10 2 yre, 2 maos, June 10. 1971 6.85
7. SM-1971-F 350+ May 12 2 yrs. 6 mos, Nov.11.1971 6.85
68. SM-1970-F 100* June 10 1yr.1 mo. July 10. 1970 7.375
69. SM-1972-D 200+ June 10 3 yrs. 3 mos. Sept. 11,1972 710
70. SM-1970-G 250* July 10 1 yr. 5 mos. Dec. 10.1970 8.10
71. SM-1970-H 350 Sep. 10 1 yr. 2 mos. Nov, 10. 1970 8.30
72. SA-197(-A 250* Sep. 10 5 years Sep. 10. 1971 7.85
73. SA-1971-G 100* Oct. 1 1 yr. 4 mos. Feb. 10.1971 8.75
71, SM-1972-K 200+ Q('l. 11 2 yrs. 5 mos. NMar, 10. 1972 8.7
75. SM-1971-H 100* 1\0\'. 10 1 yr. 6 mos. May 10. 1971 8.20
76. SM-1972-F 200* Nov. 10 3vrs. 1 mo. Dec.11.1972 8.00
77. SAM-1971-1 100* Dec. 12 1 yr. 7 mos. July 12,1971 8.60
78. SNM-1973-B 250* Dev. 12 3 y15. 3 mos. Mar. 12. 1973 8.30
1970
79. S)M-1971-J 500% Feb. 10 1 yr. 2 mos. Apr. 12.1971 8.75
80. SM-1972-G 300% Feb. 10 2 yrs. 4 mos. June 12.1972 8.70
81. SM-1971-K 500* Mar. 10 1 yr. 9 mos. Dee. 10,1971 §.125
82, SM-1973-C 300* Mar. 10 3 vrs. 6 mos. Sep. 10.1973 8.10
83. SM-1971-L 200* Apr. 10 1 yr. 3 mos. Aug. 106. 1971 P s’
81, SNM-1971-B 350 Apr. 10 3 yrs. 11 mos. Mar. 11. 1971 7.5
85. SM-1972-H 100* Mayv 11 2 yrs. 4 mos. Sep. 11.1972 8.10
86. SM-1971-)M 500* June 10 1 yr. 4 mos. Oct. 12.1971 8.15
87. SM-1971-N 250% July 10 1yr. 1 mo, Aug, 10, 1971 8.05
88. SM-1973-D 350* July 10 2 yrs. 11 mos. June 12, 1973 8.35
89. SM-1974-C 400* Aug. 5 3 yrs. 10 mos. June 10, 1974 7.90
90. SM-1972-1 400* QOct. 13 2 yrs. 1 mo. Dec. 11, 1972 7.20
91. SM-1975-A 350 Oct. 13 4 yre, 10 mos. Sep. 10. 1975 7.50
92, SM-1973-E 450 Nov. 10 2 yrs. 4 mos. Mar. 12, 1973 7.30
93. SM-1975-B 300 Nov. 10 4 yrs. 4 mos. Mar. 10, 1975 7.55
94. SM-1973-F 500 Dec. 10 3 years Dec. 10. 1973 5.75
95. SM-1977-B 250 Dec. 10 6 yrs. 6 mos, June 10, 1977 6.375
1971
96. SM-1981-A 250 Jan. 21 10 yrs. 5 mos. June 10, 1981 7.25
97. SM-1974-D 300* Feb. 10 3 yrs. 7 mos, Sep. 10, 1974 5.65
98. SM-1982-A 250 Feb. 10 11 yrs. 4 mos. June 10, 1982 6.65
99. SM-1976—-A 500 Mar. 11 5 years Mar. 10, 1976 6.65
100. SM-1983-A 200 Mar. 11 12 yrs. 3 mos. June 10, 1983 6.75
101. SM-1975-C 500 Apr. 12 4 yrs. 2 mos. June 10, 1975 5.25
102. SM-1984-A 200 Apr. 12 13 yre. 2 mos. June 11, 1984 6.25
103. SM-1974-E 250* May 10 3 yrs. 7 mos. Dec. 10. 1974 6.10
104. SM-1977-C 150 May 10 6 yrs. 1 mo. June 10, 1977 6.50
105. SM-1973-G 350* June 10 2 yrs. 3 mos. Sep. 10, 1973 6.125
106. SM-1976—-B 250 June 10 5 years June 10, 1976 6.70
107. SM-1973-H 550* July 12 1 yr. 11 mos. June 12, 1973 6.75
108. SM-1976-C 300 July 12 5 yrs. 5 mos. Dec. 10. 1976 7.45
109. SM-1973~1 500* Aug. 10 2 yrs. 4 mos. Dec. 10, 1973 715
110. SM-1974-F 450 Sep. 10 3 yrs. 3 mos. Dec. 10, 1974 6.45
111. SM-1977-D 300 Sep. 10 6 years Sep. 12, 1977 6.875
112. SM-1981-B 250 Sep. 10 10 years Sep. 10. 1981 7.25
113. SM-1975-D 600 Oct. 12 3 yrs. 5 mos. Mar. 10, 1975 6.35
114. SM-1978-A 300 Qct. 12 7 yrs. 2 mos. Dec. 11, 1978 6.75
115. SM-1974-G 350* Nov. 11 2 yrs. 7 mos. June 10, 1974 5.70
116. SM-1976-D 300 Nov. 11 4 yrs. 10 mos. Sep. 10, 1976 6.125
117. SM-1983-B 250 Nov. 11 11 yrs. 10 mos. Sep. 12, 1983 6.75
118. SM-1974-H 400* Dec. 10 2 yrs. 3 mos. Mar. 11, 1974 5.45
119. SM-1979-A 350 Dec. 10 8 years Dec. 10, 1979 6.55
120. SM-1984-B 250 Dec. 10 13 years Dec. 10, 1984 6.90
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Description of
SM debentures

Amount of issue

Issue

Term of

Maturity

Interest

iss§ed {millions) date issue date rate %
v 1972
121. SM-1976-E 450 Feb. 10 4 yrs. 4 mos. June 10, 1976 5.85
122. SM-1980-A 250 Feb. 10 8 yrs. 1 mo. Mar. 10, 1980 6.875
123. SM-1975-E 500 Mar. 10 3 yrs. 9 mos. Dec. 10, 1975 5.70
124. SM-1992-A 200 Mar. 10 20 years Mar. 10, 1992 7.00
125. SM-1976-F 500 June 12 4 yrs. 3 mos. Sep. 10, 1976 5.85
126. SM-1979-B 300 June 12 7 yrs. 3 mos. Sep. 10, 1979 6.40
127. SM-1992-B 200 June 12 20 years June 10, 1992 7.05
128. SM-1977-E 500 Sep. 11 4 yrs. 6 mos. Mar. 10, 1977 6.30
129. SM-1982-B 200 Sep. 11 10 years Sep. 10, 1982 6.80
130. SM-1976-G 500 Dec. 11 4 years Dec. 10, 1976 6.25
131. SM-1980-B 300 Dec. 11 8 years Dec. 10, 1980 6.60
! 132. SM-1997-A 200 Dec. 11 25 years Dec. 10. 1997 7.10
1973
133. SM-1975-F 650 Mar. 12 2 yrs. 6 mos. Sept. 10, 1975 6.80
134. SM-1981-C 350 Mar. 12 8 years Mar. 10, 1981 7.05
135. SM-1976-H 400 June 12 2 yrs. 9 mos. Mar. 10, 1976 7.125
136. SM-1978-B 600 June 12 5 years June 12, 1978 7.15
137. SM-1983-C 300 June 12 10 years June 10, 1983 7.30
138. SM-1977-F 500 July 10 4 yrs. 5 mos. Dec. 12, 1977 7.25
139. SM-1975-G 300 Sept. 10 2 yrs. 3 mos. Dec. 10, 1975 8.25
: 140. SM-1977-G 400 Sept. 10 4 years Dec. 12, 1977 7.85
' 141..SM-1979-C 300 Sept. 10 5 yrs. 9 mos. June 11, 1979 7.85
' 142, SM-1977-H 500 Oct. 1 4 yrs. 2 mos. Dec. 12, 1977 7.55
143. SM-1980~-C 400 Oct. 1 6 yrs. 11 mos. Sept. 10, 1980 7.50
144. SM-1977-1 500 Dec. 12 3 yrs. 6 mos. June 10, 1977 7.20
145. SM-1979-D 500 Dec. 10 5 yrs. 3 mos. Mar. 12, 1979 7.25
146, SM-1982-C 300 Dec. 10 9 years Dec. 10, 1982 7.35
1974
147. SM-1977-} 400 Mar. 11 3 years Mar. 10, 1977 7.05
148. SM-1978-C 550 Mar. 11 4 yrs. 6 mos. Sept. 11, 1978 7.15
149, SM-1981-D 250 Mar. 11 7 yrs. 9 mos. Dec. 10, 1981 7.30
150. SM-1976~1 600 June 10 2 yrs. 6 mos. Dec. 10, 1976 8.45
151. SM-1978-D 650 June 10 3 yrs. 9 mos. Mar. 10, 1978 8.45
152. SM-1980-D 600 June 10 6 years June 10, 1980 8.50
153. SM-1978-E 450 July 10 4 yrs. 5 mos. Dec. 11, 1978 8.95
154, SM-1982-D 300 July 10 7 yrs. 8 mos. Mar. 10, 1982 8.87
155. SM-1976-J 700 Sept. 10 1 yr. 9 mos. June 10, 1976 10.00
156. SM-1979-E 600 Sept. 10 4 yrs. 9 mos. June 11, 1979 9.80
157. SM-1981-E 300 Sept. 10 7 years Sept. 10, 1981 9.70
158. SM-1976-K 200 Dec. 10 1 yr. 9 mos. Sept. 10, 1976 7.50
159. SM-1979-F 700 Dec. 10 4 yrs. 9 mos. Sept. 10, 1979 7.80
160. SM-1984-C 300 Dec. 10 9 yrs. 9 mos. Sept. 10, 1984 7.95
* Denotes SM debentures that have been redeemed.
Summary—Dehentures
Total SM Debentures issued through December 31, 1974 $46.930.000.000
Total SM Debentures redeemed at maturity and by open market purchases $23,932.000,000
Balance SM debentures outstanding at December 31, 1974 $22,998.000,000
Direct Placements — Debentures*
Amount of Issue Terms of Interest
{millions) Yssue date issue date rate %
$ 58 June 18, 1972 9 yrs. 10 mos. May 1., 1982 5.84
156 June 29, 1972 8 yrs. 7 mos. Jan. 29, 1981 6.15
5 Jan. 16, 1973 7 yrs. 9 mos. Oct. 30, 1980 4.46**
} 9 Feb. 16, 1973 7 yrs. 5 mos. July 31, 1980 3.18**
| 1 Feb. 16, 1973 7 yrs. 5 mos. July 31, 1980 5.19
18 Mar. 21, 1973 8 yrs. 1 mo. May 31, 1981 4.50%*
2 Mar. 21, 1973 8 yrs. 1 mo. May 1. 1981 5.77
26 Apr. 18,1973 8 yrs. 1 mo. Apr. 18, 1981 6.59
*See mortgage-backed bonds for other direct placements.
#4S50ld at discounts
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Subordinated Capital Debentures

Amoum"of Issue

Terms of

Maturity

Interest

{millions) Issue date issue date rate %
$ 250 Sept. 30, 1968 5 years Oct. 1, 1973 6.00
200 Apr. 1, 1970 5 years Apr. 1, 1975 8.00
250+ Sept. 30, 1971 25 years Oct. 1, 1997 4.375
250 Oct. 1, 1972 25 years Oct. 1, 1997 7.40
300 Apr. 1,1975 5 years Apr. 10, 1980 7.625
*Convertible into common stock.
Short-term Discount Notes
Total short-term discount notes issued through December 31, 1974 $52,126,900,000
Total short-term discount notes redeemed $48,657,270,000

Balance short-term discount notes outstanding at December 31, 1974

Mortgage Backed Bonds

$ 3,469,020,000

Amount of Issue Tssue Terms of Maturity Interest
{millions) date issue date rate %
$ 150 June 1, 1970 1 year June 1, 1971 8.125
250 June 1, 1970 5 years June 1, 1975 8.375
400 Sept. 9, 1970 2 yrs. 1 mo. Oct. 2, 1972 7.50
21 Mar. 1, 1973** 12 yrs. 8 mos. Oct. 31, 1985 5.49
10 Mar. 1, 1973** 11 yrs. 6 mos. Aug. 31, 1984 5.50
81 Mar. 1, 1973** 13 years Mar. 1, 1986 5.74
53 Mar. 14, 1973** 7 yrs. 10 mos. Jan. 15, 1981 3.57*
6 Mar, 14, 1973** 7 yrs. 10 mos. Jan. 15, 1981 5.47
35 June 21, 1973** 9 years July 1, 1982 5.91
71 June 21, 1973** 9 years July 1, 1982 5.85
*Sold at discount,
**Direct placements.
Table 8

Residential Mortgage Gross Investment

(Billions of Dollars)

Mutual
Savings and Savings Commercial Life Insurance FNMA Secondary
Year Total Loan Associations Banks Banks Companies Market Operations Other
1955 26.0 11.1 41 4.1 4.7 0 20
1956 25.0 10.1 4.0 3. 4.7 .6 1.9
1957 23.8 10.0 3.1 29 3.2 1.0 3.6
1958 28.2 12.0 3.9 4.2 33 -2 5.0
1959 32.9 14.8 3.9 4.7 3.8 N 5.0
1960 29.0 15.0 4.0 2.3 3.9 1.0 2.8
1961 33.1 16.7 44 3.0 4.1 1 4.8
1962 37.3 19.6 5.5 4.7 4.3 2 3.0
1963 42,0 23.5 6.7 6.3 5.3 —.6 8
1964 48.3 23.9 7.4 6.5 5.9 1 4.5
1965 49.6 23.2 7.5 89 6.4 7 29
1966 40.7 16.3 6.0 8.0 5.2 2.1 3.1
1967 45.4 20.5 59 10.4 4.1 1.4 3.1
1968 479 224 5.6 10.6 3.6 1.9 38
1969 49.9 184 4.6 9.4 2.9 4.1 9.5
1970 48.9 19.5 48 7.4 3.0 5.1 9.1
1971 70.5 35.6 6.8 12, 2.3 32 10.1
1972 93.1 48.8 9.7 17.9 2.5 3.7 10.5
1973 96.9 45.8 9.9 183 3.0 6.1 13.8
1974 80.1 36.1 6.3 15. 2.7 6.9 13.0
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Table 9
Residential Mortgage Net New Investment
(Billions of Dollars)

<
= Mutual
Savings and Savings Commercial Life Insurance
Year Total Loan Associations Banks Banks Companies FNMA Other
1956 114 42 2.1 1.2 2.6 6 9
1957 9.0 41 1.3 A 8 9 1.8
| 1958 11.6 5.2 1.9 1.4 9 —3 25
1959 15.1 7.1 16 1.8 14 —1 25
1960 12.0 6.4 1.8 Nt 14 9 14
1961 14.4 7.9 2.0 9 1.2 Bl 24
1962 16.3 8.6 28 22 1.2 —7 1.5
1963 18.9 10.8 4.7 2.9 1.5 1 —2
1964 20.0 9.4 2.7 24 3.1 .8 25
1965 18.9 8.0 3.6 34 2.7 S 7
1966 13.8 3.7 22 2.5 2.1 1.9 14
1967 16.1 6.8 24 27 1.0 1.7 21
1968 18.5 8.0 20 3.7 3 1.7 238
1969 204 8.4 19 35 3 3.8 20
1970 19.3 9.1 1.3 1.0 q 4.5 4.6
i 1971 36.4 20.9 31 6.4 —1.4 2.0 5.0
| 1972 51.3 28.1 4.2 10.8 —1.7 21 79
' 1973 50.2 229 3.8 12.1 a1 4.3 6.4
1974 374 15.4 1.3 6.2 2.0 5.4 71
TABLE 10
Private Financing of Association Management and Liquidating Functions
(Now GNMA)
Description
of ML notes Amount of issue Tssue Term of Maturity Interest
issued (millions} date issue date rate %
| 1955
!
| 1. ML-1958-A 8570* Jan. 20 3 years Jan. 20, 1958 2.50
1957
_ 2. ML-1958-B 802* Oct. 29 8 months June 26, 1958 1.875
1958
3. ML-1960-A 9T Jan. 20 2 years— Aug. 23, 1960 3.625
7 months
2 Indicates note issues that have been redeemed.
“ Summary ML Notes
Total ML notes issued through December 31, 1968 $2,169,779,000
Total ML notes redeemed 2,169,779,000
Total ML nofex outstanding at December 31, 1968 —0—
Pre-1954 Private FNMA Financing
Description Amount of issuc ‘55118‘ Term of Maturity Interest
of notes (thousands) date issue date rate %
1. Series A $29,718* May 16,1938 5 years May 16,1913 2.0
_ 2, Series B 55,192* Jan. 3, 1939 5 years Jan. 3, 1911 1.625
¢ Indicates note issues that have been redeenied.
Summary
Total Pre-195 1 notes issued $85,210,000
Total Pre-1954 notes redeemed 85,240,000
Total outstanding —0—
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TABLE 11
€ Participation Sales by Association Trusts
- (Now GNMA)
Issues
{millions) Total pool
Government Mortgage Liquidation Trust:
Government National Mortgage Association § 745 $1,076,045,168
Veterans Administration 1,045 1,349,774,555
Total GMLT 1,790 2,425,819,723
Small Business Obligations Trust:
Small Business Administration 350 531,656,118 b
Federal Assets Liguidation Trust:
Small Business Administration 850 868,726,128
Government National Mortgage Association 10 768,980,523
College Housing—HUD 600 616,887,000
Public Facilities—HUD 80 83,630,600
Oflice of Education—HEW 100 103,062,000
Veterans Administration 260 292,776,723
Farmers Home Administration—Dept. of Agric. 600 630,556,371
Bl TotalFALT 3,230 3,311,619,618
Federal Assets Financing Trust:
Government National Mortgage Association 605 607,111,238
College Housing—HUD 1,600 1,608, 126,000
Public Facilities—HUD 80 80,189,800
Housing for the Elderly—HUD 100 100,994,801
Oflice of Education—HEW 100 100,011,000
Public Health Service—HEW A 13 15,000,000
Veterans Administration 850 870,792,322
Small Business Administration 150 150,501,705
Farmers Home Administration—Dept. of Agric. 750 759,779,282
Total FAFT 4,250 1,293,109,151
Combined total 9,620 10,595,204,670
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Participation Sales by Association Trusts

(Now GNMA) continued ,141,! 'z
a1
—— -
Maturities Total
Annual interest o. Amt, issued
Issue Zate Maturity dates rates % (millions) {millions) (millions)
; Z{ Government Mortgage Liquidation Trust:
11/2/64 Nov. 1, 1965-1971 -~ 1.125-4.375 10 $ 30 $ 300
7/1/65 July 1, 1966-1980 1.375~-4.50 15 35 525 1y 1
12/1/65 Dec. 1, 19661980 4.625-4.70 15 25 35 teon "
4/4/66 Apr. 1,1967-1976 v 5.40 -5.50 10 20 200
4/4/66 Apr. 1,1977-1981 5.25 -5.45 5 12 210 /e
6/23/66 June 23. 1979-1981 5.375-5.40 3 60 180 - .
Total GMLT 1,790 ;%0 *.
v~ 711 Small Business Obligations Trust:
6/23/66 June 23, 1967-1971 ¥ 5.70 =5.%5 5 <0 350 c £
:'7 Federal Assets Liquidation Trust:
1/19/67 Jan. 19,1972 ~ 5.20 1 275 Jae
Jan. 19,1977 5.20 1 275 =79
Jan. 19, 1982 5.20 1 550 1,100 <4< Le
1/5/6% Apr. 7.1969 v 1,95 1 150
Jan.19.1972 .~ 500 1 250
Apr. 6. 1987 5.10 1 200 900 -~ z
6/29/6% Sep. 29. 1969~ 5.25 1 150
June 29,1972 v 5.50 1 150 9 00
1/8/68 % June 29. 1973 » 6.15 1 330 330 ) _
Total FALT B 3,230 llf‘ -
" Federal Assets Financing Trust:
12/11/67 & Feb. 11, 1970 6.35 1 650
Dec. 11, 1987 6.10 1 350 1,000 . . - T
1/30/68 ¥ Feb.1,1971 ~ 6.00 1 800
Feb. 1.1988 6.05 1 150 1,250 4 - e
1/8/68 #* Apr. 8,1971 ~ 6.30 1 335 _ 70 -
Apr. 8,1988 6.15 1 335 670 1% :
8/12/68 Aug. 11,1978 6.125 1 500 0: 51
Aug.12.1988 - 6.20 1 830 1,330 [ RN .
Total FAFT 1,250 zd4'. -
T e
Combined total 9,620 ¢ (l° 3-u
% Under debt [imit: 9/ . ¢ matrite S - 30 77 - 777
o “_3'25 be- 9o 77 - {c>
70. 2600 - 180 7% - 1612
U ,H6T (v- 190 §2- 162
. . 1.0%80 -
%0039 A ARA
—a To- 83> v S
8’: 78{ ) 1,305 £y - ¢
g9 o qu- 1,085 A S
13- 4 vy
& S AT
7 9" 4 ? - Sg 0'
7 L - g o 7y - l,h' 5
6 7
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.
e
B

Region

Southeastern
Atlanta, Georgia 30303:

100 Peachtree Street, N.W.
Midwestern
Chicago, Illinois 60606 :

150 South Wacker Drive
Southwestern
Dallas, Texas 75201 :

2001 Bryan Tower, Suite 1200
Western
Los Angeles, California 90010:

3435 Wilshire Boulevard, 17th Floor
Northeastern

Philadelphia, Pennsylvania 19103:
5 Penn Center Plaza

Regional Offices of Federal National Mortgage Association

Areas Serviced

Alabama, Florida, Georgia, Kentucky, Mississippi, North
Carolina, South Carolina, Tennessee.

Illinois, Indiana, lowa, Michigan, Minnesota, Nebraska,
North Dakota, Ohio, South Dakota, Wisconsin.

Arkansas, Colorado, Kansas, Louisiana, Missouri, New
Mexico, Oklahoma, Texas.

Alaska, Arizona, California, Guam, Hawaii, Idaho.
Montana, Nevada, Oregon, Utah, Washington, Wyoming.

Connecticut, Delaware, District of Columbia, Maine,
Maryland, Massachusetts, New Hampshire. New Jersey,
New York. Pennsylvania, Puerto Rico, Rhode Island,
Vermont, Virgin Islands, Virginia, West Virginia.

Fiscal Office

100 Wall Street, Suite 1000
New York, New York 10005

Washington Office

1133 15th Street, N.W.
Washington, D.C. 20005
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INDEX

A

Acceptability Requirements (mortgage eligibility require-
ments), 10. 37.

Accountability, separate, 4, 31, 48.

Acquisition and Service Charge, 37, 43, 44.

Acquisition of FHA-owned mortgages in exchange for
FNMA-held FHA debentures, 38, 55, 56.

Activities
FNMA, types of, 3, 4, 5, 7-8, 52.

Administration. 3, 5, 21. 22 and footnote 10.

Advance Contract to Purchase, 36, 37, 39, 43, 44, 48.

Advisory Committee
President’s Advisory Committee on Government Hous.
ing Policies and Programs, 4, and footnote 14.

Agreement (see Purchasing and Servicing Agreement;
Selling Agreement and Servicing Agreement).

Alaska Housing (see Housing).

Alaska Housing Act (P. L. 52, 8lst Congress, approved
April 23, 1949), 47.

Appropriation Act (P. L. 89-555), 27.

Armed Services Housing (see Housing).

Association (portion thereof pertaining to the former Man-
agement and Liquidating Functions of FNMA—now a
part of GNMA) ; authorization limitation exempt from
amounts transferred from other Federal instrumentali-
ties, 35; authorized by FNMA Charter Act, 3; bor-
rowings under, 61; cooperative housing, 12, 19, 34;
defense, dicaster and military mortgages, 37, 38; eligi-
bility of ML obligations as legal investments. 25;
FNMA agent in GNMA mortgages, 14; financing of, 3,
4, 5, 13-15, 24, 26; investment of surplus funds, 25;
limitation on, 5; mortgages acquired from FHA in
exchange for FNMA-held FHA debentures, and for
cash, 54; mortgages acquired from any Federal in-
strumentality, 38, 48, 50, and footnote 15; mortgages
purchased thereunder subject to $10,000 purchasing
limitation under certain exceptions and exempt from
certain other requirements, (P. L. 864, 80th Con-
gress), 35, 36; objectives of, 4, 9; obligations ac-
quired from authorized sources, including the Secre-
tary of Housing and Urban Development (HUD)
(HHFA), 4-5, 27, 36, 38, 50; participation sales pro-
gram administered by FNMA under, 26, 50; private
borrowing authority, 24; purchase amount limitations,
35; Purchase Receipt program, 37; purchase summary,
33; purchases under “one-for-one” program (Advance
Contract to Purchase), 37; purchases under set-aside
program, 37; purchasing suspended, 44; sales, 9-10. 44;
sources of funds, 15, 24; tax status of ML obligations,
26; transfer of authority from Management and Liqui-
dating Functions to Special Assistance Functions, 32;
transfer of mortgages from HHFA (HUD) to Man-
agement and Liquidating Functions, 38; Treasury bor-
rowing arrangements, 24.

Assoeiation {portion thereof pertaining to the former Spe-
cial Assistance Functions of FNMA—now a part of
GNMA) ; authorized by FNMA Charter Act, 33; bor-
rowing limitation, 31; commitments, 33; condominiums
(individual), mortgages, 12; construction loans, 11,
38; defined, 5; eligible for increases in commit-
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ment amounts, 43; eligible sellers of mortgages to
FNMA, 10; fees and charges, 7, 43, #4; financing
of, 13-15, 25, 26; FNMA common stock subscriptions
not required under, 15; funds (Management and
Liquidating Functions) equal to net liquidation of ML
Portfolio for fiscal years 1961-1964 required to be added
to Presidential authorization under Special Assistance
Functions, 32. 35; funds from Armed Services Housing
Program, 31, 32; funds for Emergency Home Purchase
Act of 1974, 13; immediate purchases, 10; investment
of surplus funds, 25; limitation on, 5. 31; limitation
on ownership of mortgages sold to FNMA under. 36;
methods of purchasing. 10-13. 36, 37, 38, 39; mortgages
acquired from FHA in exchange for FNMA-held FHA
debentures, 38, 53, 55; new communities. 35; objec-
tives of, 4, 33: offers of home mortgages for immediate
purchase to be made within certain time periods. 37;
over-the-counter purchases, 10. 11. 37: participations
(purchases of) in mortgages, 38; participations (sales
of), 26; Planned Unit Development, mortgage pro-
gram, 12; program for low and moderate priced housing
mortgages (FNMA Program No. 10} terminated and
unobligated funds transferred to Presidential authoriza-
tion, 32. 34, 49; programs authorized thereunder. 33.
34, 35; purchase amount limitation, 35; purchase of
mortgages restricted to originating mortgages, 36;
purchase prices, 10, 41: purchasing suspension termi-
nated November 1, 1954, under Special Assistance
Functions, 44; refund of FNMA commitment fees in
Special Assistance Functions, 43; sales prices, 9; serv-
icing of mortgages for guaranteed periods, 13; sources
of funds. 15, 24. 26, 27; Treasury horrowing, 14, 26;
types of mortgages purchased. 3, 12-13, 19, 31.

Atomic Energy Commission (AEC) (see Housing).

Attorney General of the United States. 31.

Auction, (see also Free Market System), 10. 11. 13.

Audit of Corporation, 5, and footnote 22; by General Ac-
counting Office. footnote 22.

Authority (see Borrowing; commitments; limitations).

B

Bankhead-Jones Farm Tenant Act, 19.

Below-Market Interest Rate Mortgages, 12, 25, 27, 34, 35,
36, 44, 50.

Beneficial Interests in Mortgages (Obligations) see Par-
ticipations; (Obligations).

Board of Directors, 5 ,21, 22, 23, 24. 39, and footnote 10;
Chairman of. 5, 24; membership, 5, 21, and footnote 21;
powers, 5, 21.22.

Bond-Mortgage Exchange (of certain Association-owned
mortgages for certain U.S. Treasury Bonds), 45-46.
Borrowing (see also Statutory Borrowing Authority), au-
thority and limitations, 14, 20, 31, 47, 48, 49, 30, 51,
and footnote 25; of the Assoeciation’s Management
and Liquidating Functions, 24, 31, 32-33, 47; of the
Association’s Special Assistance Functions, 25. 31. 32.
48, 49, 50; of the Corporation, 25, 31. 48, 49, 50; «f
national mortgage associations. 20.

Bureau of Industrial Housing and Transportation, 19.

Bureau of Labor Statistics, 19.




C

Capehart Military Housing (see Housing).

Capital Dekentures (subordinated), 26.

Capitalization (Capital) (see also Stock, common and pre-
ferred) ; capital debentures, 14, 26; 1954.1968, 20, 21,
48, 50; post 1968, 15, 20; pre-1954, 3, 4, 20, 21, and
footnotes 6, 7.

Charges (see Fees and Charges).

Charter Act (see also FNMA Charter Act), 4, 5, 7, 9, 14,
15, 20, 21, 22, 24, 25, 27, 31, 33, 36, 39, 41, 42, 48,
and footnotes 16, 25.

Civilian Employees Housing Mortgages (see Housing).

College Housing (see Housing).

Combined Exchange Program Analysis, 45-46.

Commitments; by Corporation, 9, 10, 11, 44; fees, 7, 42, 43;
Free Market System, 10, 11, 39, 43; issuance of, 10, 44;
procedure, 10, 13, 42; refunds, 43; standby commit-
ments, 10, 11, 39, 41, 43, 49, 51; under Association’s
Management and Liquidating Functions, 36, 38. 44, 45;
under Association’s Special Assistance Functions, 38,
4, 49,

Committee (see Advisory Committee; President’s Advisory
Committee on Government Housing Policies and Pro-
grams).

Committee on Expenditures in the Executive Departments,
footnote 12.

Common Stock, Corporation (see stock (common) ).

Community Facilities, (Administration) (see Housing).

Comptroller General of the United States, footnote 22,

Condominium Housing (see Housing).

Constituent, FNMA, a constituent of HHFA, 48.

Construction Loans, 38, 40; nonprofit hospitals, 51.

Conventional Mortgages, 10, 11, 12, 13, 51, 53 and footnote
24; expanded program, loan limit, 39.

Convertible Standby Commitments (see Standby Commit-
ments).

Cooperative Housing (see Housing).

Corporation (formerly the Secondary Market Operations of
the Federal National Mortgage Association—now
FNMA) ; administrative purchasing requirements, 37;
authorized, 4; borrowing authority, 14, 20, 31, and
footnote 25; borrowing limitations, 14, 26, 31, and
footnote 25; capital and other debentures (see Financ-
ing Activities) ; capitalization for, 3, 20, 32; commit.
ment purchases, 9, 10, 11, 12, 13, 38-44; condominium
housing mortgages, 20; cutoff dates for offering (sub-
mitting) mortgages to, 36; descriptions of functions
authorized, 4; elderly persons, bousing mortgages
eligible for purchases under, 34; eligible sellers of
mortgages to FNMA (see eligible sellers of mortgages
to FNMA) ; eligibility of obligations as legal invest-
ments, 26; facility proposed by housing industry
groups, 3-4, and footnote 13; Farmers Home Adminis-
tration loans purchased under, (see also Farmers Home
Administration), 10, 11; fees and charges, 7, 40, 41,
42, 43, 44; financing of (see also Capitalization), 13
15, 20, 22, 25, 32, 57, and footnote 26; Free Market Sys-
tem, 10, 11, 37, 39, 40, 42, 43; immediate purchases, 10,
11; interim borrowings, 25, 26; issuance of commit-
ments (see also Standby Commitments), 10-12, 39, 42,
43, 44; loans, 7, 23; methods of purchase, 10-13, 36-41;
mortgage amount limitations, 10; mortgages acquired
from FHA in exchange for Corporation-held FHA
debentures, 38; need for, 2; nursing home mortgages
purchased by, 19; obligations of, eligible as invest-
ments, 26; ohligations subject to Federal, State, and
Jocal taxes (see also Financing Activities), 26; “one-
for-one” (Advance Contract to Purchase) purchasmg
program in, 37, 43, 44, 48; principal office (D.C.), 51;
over-the-counter purchases under, 10; pamclpatlons
(Trust Certificates) (Sales of Debt Obllganons)

38, 50; provision of mortgage liquidity, 2, 4, 7,

purchase amount determination, 4, 35; purchasc cutoﬂ
dates, 36; purchase option procedure, 38; purchase
prices and their determination, 10, 41; purchases sum-
marized, 53; purchasing suspension terminated No-
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vember 1, 1954 under Secondary Market Operations
and Special Assistance Functions, 43; purposes of, 4,
9; requirement of, to be self-supporting, 4, 25; sales
prices, 4, 9, 45; secondary market facility established
in Federal Government by Charter Act, 4; short-term
discount notes (see Financing Activities), 13, 25;
sources of funds for, 13, 15, 21; standby commitments
(see Standby Commitments) ; statutory purchasing re-
quirements, 35; stock (see Preferred Stock, Common
Stock) ; tax status (see taxes); transfer of operations
to holders of common stock, 20; types of mortgage
purchases, 9, 10, 31.

Corporation, FNMA, in Department of Housing and Urban
Development, 3; partitioned into Government National
Mortgage Association and Federal National Mortgage
Association, 5.

Cutoff (see also “Waiting Period”); administrative, 36;
by Corporation. 36; four-month cutoff, 36; statutory,
36; three-month cutoff. 36; twelve-month cutoff. 36;
two-month cutoff, 36; under Association’s Special As-
sistance Functions, 36.

D

Debentures; (Corporation authority and limitations. 14, 26,
38, 57; capital (subordinated), 21, 26, 59; national
mortgage associations. 2, 20.

Debt Obligations (Corporation). 26.

Defense Homes Corporation Loans. footnote 9.

Defense Housing Mortgages (see Housing).

Demonstration cities (see Housing).

Department of Agriculture. 11. 19, 27, 28. 29. 50, 62.

Department of Health, Education and Welfare. 27, 28, 29.
50, 51.

Department of Housing and Urban Development (HUD),
3, 5,11, 12, 13202728294962

Departmem of Labor. 19.

Determination of Purchace Prices (see purchase prices).

Direct Loans; authority to make, by Federal Home Loan
Banks, 1; to Veterans, 19.

Disaster Houcmﬂ Mortgages (see Housing).

Displaced Percons Hou=mcr (see Houcmrr)

District of Columbia Oﬂice, 51.

Dividends; on common stock. 23: on preferred stock, 21.

Division of Building and Housing. 19.

E

Elderly Persons Housing (see Housing).

Eligible Sellers of Mortgages to FNMA. 10.

Eligibility Requirements (mortgages) (see Acceptability
Requirements).

Emergency Fleet Corporation. 19.

Emergency Home Purchase Act of 1974, 13.

Emergency Relief and Construction Act. 19.

Emergency Relief Appropriation Act. 19.

Escrow Funds (for taxes. hazard insurance. et cetera), 41.

Essential Military and Civilian Employees Housing (see
Housing).

Excess Funds; investment of. under Association’s Manage-
ment and Liquidating Functions, 25: under Associa-
tion’s Special Assistance Functions, 25.

Exchange of certain Ascociation mortgages for U.S. Treas-
ury Bonds (see Bond-Mortgage Exchanrreb

Exchange of Corporation- and Association-held debentures

for FHA-owned mortgages, 40. 55.

Exemption from Taxation (see Taxes).

Experimental Housing (see Housing).

Export-Import Bank of the United States, 27. 50.

F

Farmers Home Administration (FHDA) mortgages (loans),
10, 11, 19, 31. 36. 28, 41, 50.

Federal Agency Securities, 13.

Federal Assets Financing Trust, 29. 62.

Federal Assets qumdatma Trust, 28, 62,

Federal Deposit Insurance Corporation. 24.




Federal Government; interest in housing. 1. 19-20. footnote
1: provision for establishment of national mortgage
associations, 2, 20,

Federal Government Investment Accounts, 28, 29, 30.

Federal Home Loan Bank Act. 1, and footnote 2.

Federal Home Loan Bank System (Banks) (Board), 1, 19.

Federal Housing Administration (Administrator) (FHA),
}5’2 25.73, 19-20, 25. 27, 31-32, 34-36, 38-42, 44.45, 47-51,

Federal Income Taxes (see Taxes).

Federal Register. 21. 31.

Federal Reserve Board (Svstem), 24.

Federal Savings and Loan Insurance Corporation. 19.

Fees and Charges. 7, 25, 38, 40, 41, 42, 43. 44, 49; Acquisi-
tion and Service Charge, 37, 43, 44; Commitment de-
posits, 43; Free Market fees, 39, 43, 44; Purchase and
Marketing fee, 4, 40, 43; purchase option tee, 44;
refunds of commitment fees, 42, 43.

FHA (see Federal Housing Administration).

FHA-insured mortgages, 2, 3, 7, 10, 11, 12, 13, 32, 34, 35, 36,
37, 38, 39, 40, 41, 42, 44, 45, 47, 48, 49, 50, 51, 53, and
footnote 9: ineligible for purchase by Association,
footnote 11.

FHDA (see Farmers Home Administration).

Fiduciary powers of Association (Management and Liqui-
dating Functions), 25. 26, 27, 31, 50.

Fifty Percent Purchasing Limitation, 36, 47, 48.

Financial Disintermediation. defined. 14.

Financing Activities; Association’s Special Assistance
Functions, 25; the Corporation, 13-15. 23, 47; post 1934
Management and Liquidating Functions, 24-25; post
1954 Secondary Market operations, 13-15, 23-26: post
1954 Special Assistance Functions, 25; pre-1954 Asso-
ciation’s Management and Liquidating Functions, 24.

FMS (see Free Market System).

FNMA ( Federal National Mortgage Association,3).

FNMA Charter Act (see also Charter Act) ; Charter history.
48 and footnotes 16. 17, 25; commitment authority of
Corporation, 7; Conventional Program, 11; financing
authority, 14-15, 20, 21, 25; functions provided there-
under, 4; secondary market defined, 9.

Four-month Cutoff. 36.

Free Market System (FMS), 10-11. 22, 37, 39-44.

Funds. Purchase (see also Purchase Receipt); eligibility
of surplus funds for legal investments, 23; sources of.
15, 20, 22. 25.

Functions; before and after enactment of Charter Aect, 3, 4;
objectives of, 4; scope of, 47; types of, 4.

G

General Accounting Office. footnote 22.

GNMA (see Government National Mortgage Association).

Government housing activities prior to estahlishment of
FNMAL 1.3.19.

Government Housing Policies and Programs. 1. 19-20. and
footnote 1: President’s Advisory Committee on, 4. and
footnote 14.

Government Mortgage Liquidation Trust. 27.

Government National Mortgage Association (GNMA), 5, 9,
11. 12.13. 14, 26. 31. 33. 10, 41. 51.

Greenbelt Towns, 19,

Guam Housing tsee Housing).

Guide 1see Servicer Guide).

H

Hawaii Housing (see Housing).

Health. Education and Welfare, Department of (see Depart.
ment of Health. Education and Welfare).

HHF \ tcee Housing and Home Finance Agency).

HOLC (see Home Owners Loan Corporation).

Home Loan Banks (System) (see Federal Home Loan
Bunk Board (System)).

Home Improvement Loans (see Housing).

Home Owners Loan Act (1933). 1.

Housing Act (1948) (P. L. 864, 80th Congress), 2, foot-
note 5.

Housing Credit Facilities, footnote 14.

Home Owners Loan Corporation (HOLC), 1. 2, 19 and
footnote 3.

Hospitals, construction and modernization of, 51.

Housing; Alaska, 33, 35, 36, 39, 44, 47, 48, 49, 51; Alaska
Housing Act, 47; Armed Services, 19, 31, 32, 35;
Capehart, 19, 31, 35; Civilian employees, 19, 34, 48;
College, 28, 29, 30, 62; Community Facilities, 19;
Community Facilities Administration, 38; condomin-
ium, individual units, 12; cooperative, 12, 19, 33, 34,
35, 38, 44, 47, 48, 49, 50; defense, 20, 33, 36, 37, 44, 48
and footnote 9; demonstration cities, 20; disaster, 33,
36, 37, 44, 48; displaced persons, 33; elderly persons,
30, 33-34; emergency and post World War II rental,
19; essential civilian and military employees in defense
impacted areas, 34, 49; examples of early legislation
evidencing general Government interest therein, 1, 19
and footnotes 2, 3; experimental, 20, 34; Hawaii, 35,
39, 49, 50; Guam, 12, 33, 35, 48, 49, 51; home improve-
ment loans, 20; land development, 20; Lanham Act,
19, 38; low and moderate income families, 12, 13, 32;
low and moderate priced, 13, 32, 63; low cost, 20, 47;
NASA and AEC, 34, 48, 50; post World War II rental,
19; (see also emergency and Post World War 11
Rental) ; Planned Unit Developments (PUDs), 12;
Nursing, 19; rent supplement, 34, 42; restricted Indian
lands, 34; Servicemen and their families, 19; urban
renewal, 19, 33; Wherry, 19, 31, 33, 37.

Housing Acts: Housing Aet of 1950 tece . L. 475. 81st

Congress. approved April 20. 1950) :

Defense Housing and Community Facilities Services
Act of 1951 (see P. L. 139. 82nd Congres<. approved
September 1. 1931) :

Housing Act of 1932 (<ce P. L. 331. 82n4 Congress,
approved July 14. 1952 :

Housing Amendments of 1933 (sce P, L. 94, 83rd
Congress, approved June 30. 1953) :

Housing Act of 1954 t<ee P. L. 360. 83rd Congress,
approved August 2. 1954 :

Housing Amendments of 1935 (<e¢ P. L. 345. 84th
Congress approved August 11. 19530 :

Housing Act of 1956 tsee P L. 1020. 81th Congress,
apprived August 7. 1956) :

Housing Act of 1957 tsce P. L. 85:101. 85th Congrese,
approved July 12. 1957) :

Emergeney Housing Aet of 1958 t<ee P. L. 83-364.
85th Congress, approved April 1. 19581 :

Housing Act of 1959 (sec P. L. 86-372. 86th Congress.
approved September 23, 1959 ¢

Hou~ing Act of 1961 t(see P. L. 87-70. 87th Congre-<.
approved June 30.1961) :

Housing Act of 1964 (<ee P. L. 88-360. 88th Congress.
approved September 2. 1964) :

Housing and Urban Devclopment Act of 1965 isee
P. L. 89-117. 89th Congre<s, approved August 10,
1965) :

Demonstration Cities and  Metropolitan Development
Act of 1966 (see P. L. 89-751. 8%th Congress. ap-
proved November 3. 1966) :

Housing ard Urhan Development Act of 1968 (see
P. L. 90-448. 901th Congress. approved August 1.
1968) :

Housing and Community Development Act of 1974 (see
P. L. 93-383, 93rd Congress, approved August 22,
1974) ;

Emergency Home Purchase Assistance Act of 1974 (see
P. L. 93-449, 93rd Congress, approved October 18,
1974).

Housing and Home Finance \gency (HHF V) : Adminis-
trator, 3. 4. 5. 19. 24. 36. 38. and footnote 14; Chairman
of FNMA Bonard of Directors. 5. 24; defense housing
programmed by 33; mortgages acquired by \ssociation
(Manazement and Liquidating Functions? from. 49;
President’s Advisory Committee report 1o President.
footnote 14: transfer of mortoages to Aseociation hy.
36. 38: tran~ferred to, from RFC. 3, 21

Housing for Servicemen and their Families (<ee Housing).
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Housing and Urhan Development, Depariment of (sce De-
partwient of Hou<ing and Urban Development).

Housing Credit Facilities, Subcommittee on. footnote 14,

Housing Pdustry. problems, 1.

HUD (:ce Departiment of Housing and Urhan Develop-
ment}.

I

Immediate Purchases (Over-the-counter purchases); as a
procedure, 10, 11, 36, 37, 38, 39, 40, 41, 43, 44; fees
and charges, 37, 38, 40, 41; offering period, 36, 41;
purchase prices, 41; subject to cutoff on offerings (and
submissions) dates, 36.

Income Taxes, Federal (see Taxes).

Indian, mortgages covering housing on restricted Indian
lands (see Housing).

Inflation, high, eflect, 9.

Interest Rates; Corporation obligations, 26; paid on ML
obligations, 25; Special Assistance Functions obliga-
tions, 25.

Interim Borrowings (Corporation), 26.

Investment of Surplus Funds, 49; Management and Liqui-
dating Functions, 25; Special Assistance Functions, 25.

J
Jurisdiction; areas covered by FNMA Regional Offices, 64.

L
Land Development Mortgages (FHA Title X) (see
Housing) .
Lanham Act Housing (see Housing).
Legal Investments, 25, 26.
Limitations (see also Borrowing commitments); dollar

volume of purchases, 26, 36; on mortgage amounts,
35.36; on ownership of mortgages sold to FNMA, 36;
on purchases, commitments, and borrowings, 32-33, 37,
48, 49, 50; on stock, 22; statutory, 22, 23, 24, 35, 36,
47, 48, 49, 50, 51.

Line of credit (commercial banks), 26.

Loan-to-value ratios; of conventional mortgages, 10, 11 and
footnote 24; of FHA mortgages, 2.

Loans (Short term) (Corporation), 26, 50; construction,
2, 11, 38, 50.

Low and Moderate Priced Housing (see Housing).

Low Cost Housing (see Housing).

M

Metropolitan Development, 20.

Military Housing (see also Housing), Commitment legis-
lation, 31, 34, 35, 37, 48, 49; limitations and exemp-
tions from Association requirements, 34, 35, 36, 48, 49.

Minimum Construction Requirements, 47-48.

Moderate Income Families, housing for (see Housing).

Mortgage Acquisition Programs, 36-41.

Mortgage Amount Limitations, 35.

Mortgage Backed Bonds (see also Sales of Debt Obligations
or Trust Certificates Against Pools of Mortgages), 14,
26, and footnote 26.

Mortgage Bankers, 6, 7, 9.

Mortgage Bankers Association of America, The, footnote 13.

Mortgage Eligibility Requirements (see Acceptability
Requirements).

Mortgage Market Dilemma, 6-7.

Mortgage Portfolio (FNMA) (see also Portfolio of Cor-
poration), 7, 8.

Mortgage Purchases (see also purchasing); types pur-
chased, 7, 9, 8, 31.

Mortgage Sales, 8, 9-10, 44-45; prices, 44-45.

Mortgage Sales Agreement, 36, 37, 38.

Mortgage, home, defined, 36.

Mortgages, Acquired from HHFA (HUD) and constituents
and other Federal instrumentalities, 38, 49, 50.
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N

National Aeronautics and Space Administration (NASA)
(see Housing).

National Association of Home Builders, The, footnote 13.

Nationa] Association of Real Estate Boards, The, footnote
13.

National Bureau of Standards, 19,

National Housing Act, 2, 3, 4, 12, 20, 27, 34, 35, 36, 37,
38, 47, 49, and footnote 4.

National Housing Agency, 19.

National Housing Council, 19.

National Industry Recovery Act, 19.

National Mortgage Association of Washington, 3, 20.

National Mortgage Associations, 2, 20.

Notes issued; by Association (Management and Liquidat-
ing Functions), 13, 14, 24, 25, 56; by Corporation, 20,
25; by national mortgage associations, 2, 20; under the
Association’s Management and Liquidating Functions,
24, 25, 26, 47, 59, 61.

Nursing Homes (see Housing).

o

Officers, of Corporation, 5, and ‘ootnote 21.

Offices, FNMA, Regional. 59.

“One-for-One” Program (commitments—see Advance Con-
tract to Purchase).

Operation Breakthrough Prototype Projects, 12.

Options, Purchase (see also Purchase Options), 38.

Organization of FNMA, 3.

Original Mortgagees, 36, 47.

Over-the-Counter Purchases (see Immediate Purchases).

P

Participations, 11, 26, 27, 38, 39, 50, 53, 54, 62, 63; issuance
of beneficial interest (or participation certificates) by
FNMA as Trustee (and Trustor) for its Management
and Liquidating Functions and Special Assistance
Functions or for other Federal Instrumentalities, 26, 27,
38, 50, 58, 62, 63; issuance by Corporation, 26, 27, 38,
39, 50.

Planned Unit Developments (PUDs) (see Housing).

Portfolio, of Corporation. at June 30, 1969, 54.

Post World War I1 rental housing (see Housing).

Preferred Stock (see Stock, Preferred).

Pre-1938 Housing Activities, 1, 19.

Pre-1954 Financing (see Financing Activities).

President of FNMA, 5. 21, and footnote 21.

President’s Advisory Committee on Government Housing
Policies and Programs, 4. and footnote 4.

Prices (see Purchase Prices; Sales Prices).

Primary Mortgage Lenders and investors. 6.

Principal Offices, 51.

Programs (see Association’s Special Assistance Programs).

Public Facilities, 29-30, 57.

Public Housing Administration. 19, 38.

Public Law (see also Public Resolutions and Senate
Resolutions), 1, 74th Congress (approved 1-1-35),
footnote 6.

18, 67th Congress (approved 6-16-21), 19.

24, 77th Congress (approved 3-28-41), 32, 47.

43, 73d Congress, (approved 6-13-33), footnote 3.

52, 81st Congress (approved 4-23-49), 35, 47,

67, 73d Congress, (approved 6-16-33), 19.

85-10, 85th Congress (approved 3.27-57), 21, 26, 34,
49,

85.104, 85th Congress (approved 7-12.57), 21, 22, 26,
32, 34, 38, 42, 43, 49.

85-364, 85th Congress (approved 4-1-58), 32, 34, 35,
49, 50.

86-372, 86th Congress (approved 9-23.59), 25, 31, 33,
34, 35, 36, 38, 39, 41, 42, 43, 49-50, 54, 55.

87-70, 87th Congress (approved 6-30-61), 22, 23, 31, 32,
35, 36, 50.

88-127, 88th Congress (approved 9-23-63), 34, 48, 49.

88-560, 88th Congress (approved 9-2-64), 26, 35, 39. 50.




89117, 89th Congress (approved 8-10-65), 22, 26, 27,
31. 32, 33, 34, 35, 36, 38, 39, 50.

89.174, 89th Congress (approved 9-9-65), 27, 38.

89-429, 89th Congress, (approved 5-24-66), 27, 32, 50.

89-355, 89th Congress (approved 9-6-66), 27,

89.566, 89th Congress (approved 9-10-66), 21, 25, 31,
32, 35 50-51.

89-754, 89th Congress (approved 11.3-66), 31, 35, 38,
39. 42; 51.

90-39, 90th Congress (approved 6-30-67), 25.

90-448, 90th Congress (approved 8-1-68), 21, 22, 23, 26,
31. 32. 36, 38, 51, and footnote 26.

91-296 (effective 6-30-70), 51.

91-351 (approved 7-24-70), 51.

91-609 (approved 12-31-70), 22, 51.

93-383 (approved 8-22-74), 51.

93.541 (approved 12-26-74), 51.

94, 83d Congress (approved 6-30-53), 35, 36, 37, 38,
44, 48,

102, 65th Congress (approved 3-1-18), 19.

132, 80th Congress (approved 6-30-47), footnote 9.

139, 82nd Congress (approved 9-1-51), 31, 37, 48.

149, 65th Congress (approved 5-16-18), 19.

164, 65th Congress (approved 6-4-18), 19.

176, 81st Congress (approved 7-19-49), 31, 44, 47.

210, 75th Congress (approved 7-22-37), 19.

211, 81st Congress (approved 8-8-49), 31, 47.

243, 82nd Congress (approved 10-30-51), 38, 44, 48.

302, 72nd Congress (approved 7-21.32), 19,

304, 72nd Congress (approved 7-22-32), footnote 2.

309, 82nd Congress (approved 4-9-52), 37, 44, 48.

345, 84th Congress (approved 8-11.55), 31, 32, 34, 38,
48, 49.

346, 78th Congress (approved 6-22-44) (see Service-
men’s Readjustment Act of 1944).

366, 80th Congress (approved 8-5-47), 31.

385, 76th Congress (approved 8-11-39), 19.

387, 81st Congress (approved 10-25-49), 31, 36, 44, 47.

424, 75th Congress (approved 2-3-38), 31, 47,

438, 83d Congress (approved 6-29-54), 37, 44, 48.

475, 81st Congress (approved 4-20-50), 31, 44, 47.

479, 73d Congress (approved 6-27-34), 32, and foot-
note 4.

531, 82nd Congress (approved 7-14.52), 31, 36, 37, 44,
48

559, 77th Congress (approved 5-26-42), 31.

560, 83d Congress {approved 8-2-54), 4, 20, 22, 26, 31,
35, 36, 38, 39, 41, 42, 44, 48, 49.

574, 84th Congress (approved 6-13.56), 31, 35, 48,

656, 79th Congress (approved 8.7-46), footnote 8.

864, 80th Congress (approved 7-1-48), 20, 31, 35, 36,
47, 48, and footnote 5.

875, Blst Congress (approved 9-30-50), 33.

901, 80th Congress (approved 8-10-48), 31, 36, 47.

1020, 84th Congress (approved 8-7-56), 22, 35, 39, 41,
42, 48-49.

Public Resolutions, (see also Public Law, Senate Resolu-
tions), 11, 74th Congress (approved 4-8-35), 19; 22,
52nd Congress (approved 7-20-92), 19.

Purchase and Marketing Fee, 41, 42, 43, 44.

Purchase Funds (see Purchase Keceipt).

Purchasing Limitations, 10, 11, 35, 36, 47.

Purchase Option, 38, 44.

Purchase Prices, and determination thereof, by Association
under its Special Assistance Functions and Secondary
Market Operations, 4, 10, 41, 42, 48, 49, 50; by Cor-
poration, 4, 10, 39, 41, 42, 48, 49, and footnote 18.

Purchase Receipt, procedure and summary of activity, 36,

Purchase Suspension, 44, and footnote 11.

Purchasing; by Corporation, 4, 10, 11, 12, 13: types of
mortgages purchased by Association under its Special
ésssistance Functions, 10, 12; summary, 10, 12, 13, 53,

R
Reconstruction Finance Corporation, 2, 3, 19, 20, 24, 47, 64,
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and footnotes 6, 9.

Refunds of Commitment Fees, 42, 43.

Regional Offices of FNMA and areas covered by each, 64.

Regulations, of Secretary of Housing and Urban Develop-
ment, 5, 13, 15, 22, 31.

Rehabilitation Loans, 11, 33.

Rent Supplement Mortgages, 12, 20, 34, 40, 42.

Reorganization Plan Number 2 of 1954 (April 29, 1954),
54, and footnote 9.

Reorganization Plan Number 22 of 1950 (May 9, 1950),
footnote 12.

Reserves, 21.

Resettlement Towns, 19.

Residential Housing Mortgages, defined, 6.

Residential Mortgage Investment; FNMA, 9; gross, 60.

Resolutions (Public) (see Public Resolutions).

Resolutions (Senate) (see Senate Resolutions).

Restricted Indian Lands (see Housing).

RFC (see Reconstruction Finance Corporation).

RFC Act, 2. and footnote 6.

RFC Mortgage Company, The, 2, 3, 19, 24, 54, and foot-
notes 6, 7, 8, 9, 11.

S

Sales; by Corporation, 15; of Debt Securities Against Pools
of Mortgages (Corporation), 26; exchange of Asso-
ciation Management and Liquidating Functions mort-
gages for certain U.S. Treasury Bonds, 45; policy,
9-10, 44-45; prices, 9, 44-46; procedure. 9-10; summary,
9-10, 52; under Management and Liquidating Func-
tions, 9-10, 44-45. under Secondary Market Operations.
9-10,. 46, 53; under Special Ascistance Functions. 46.

Sales Agreement (Mortgage) (see Mortgage Sales Agree-
ment).

Sales (Mortgage) (see Mortgage Sales).

Secondary Market Facilities. 3-4. 6. 10.

Secondary Mortgage Market, 6, 7. 9.10, 52.

Secretary of Agriculture. 19.

Secretary of Health, Education and Welfare, non-profit
hospital loan guarantees, 51.

Secretary of Housing and Urban Development, 4-5, 14, 15,
20. 21, 22. 23, 25, 27. 31, 35. 38.

Secretary of the Treasury; borrowing from. 4. 14. 24, 25,
26, 30. 35; financing by, 20: liquidation of Defense
Homes Corporation Loans by Association for. fontnote
9, ownership of FNMA preferred stock by. 4, 20-21;
private financing substituted for U.S. Treasury in-
vestment in Corporatien, 4-5. 24, 25.

Sellers, eligible, 10; limited, 40.

Selling Agreement (Supplement). 10.

Senate Resolution (see also Public Law. Public Resolu-
tions), 130, 86th Congress (approved 8-20-59), 45; 299,
81st Congress (approved 6-28-50). footnote 12.

Servicemen’s Readjustment Act of 1944 (P. L. 346. 78th
Congress, approved June 27. 1944). 3. 31, 35.

Servicing; assignment of servicers, 10; duties of servicers,
41; escrow funds, 41; requirements of servicers, 15.

Set Aside Funds (Procedure), 37.

Short Term Discount Notes (see also Financing Activities),
13. 25-26, 59.

Short Term Loans (see also Leans (Short-Term) ). 50.

Small Business Administration (Obligations Trust), 27, 28.

Special Assistance Programs, established by the Congress.
34-35; established by the President of the United
States, 33-34; inoperative, 13.

Standards, Purchase, of FNMA, 10, 12.

Standby Commitments, 10, 11, 39-40, 41, 42, 43, 49, 51;
limitations, 40.

Standby Project
ments) .

Statutory Borrowing Authority, prior to cnactment of
Charter Act, 31; under Charter Act, 31-33.

Statutory Dollar Volume purchasing limitations, 36.

Stock (common) (see also Capitalization; Preferred

Commitments (see Standby Commit-




Stock}, acquisition and retention by: Corporation
servicars, 15, 22, 23; member banks of the Federal
Reserve System, 24: National Banks, 24; dividends, 23;
eligible subscribers, 24; issuance, 14, 15, 22, 23, 49;
issue price, 22, 23; issue price allocated to paid-in
capital surplus, 23; in national mortgage associations,
20, and footnote 6; restrictions on ownership of, 20,
22, 23; sales of, 14, 15, 23, 25; subscription require-
ments by sellers, servicers and borrowers. 14-15, 22, 23;
transferability of, 23; treatment of, for Federal income
tax purposes, 24.

Stock (preferred) (see also Capitalizations; Common
Stock), computation of surplus applicable to. 21;
dividends, 21; issuance, 15, 20, 21; retirement, 20, 21;
treasury stock, 20, 21, 22.

Subcommittee on Housing Credit Facilities, footnote 14.

Surplus capital in national mortgage associations, 2.

Surplus funds, investment of, 25.

Suspension, of purchases, 44, and footnote 11.

T

Tandem Plans (FNMA-GNMA special agreements), 11-13,
40; expired, 12.

Taxes, national mortgage associations, 20; status of the
Corporation and its obligations, 26; treatment of com-
mon stock for Federal income tax purposes, 24,

Three-month cutoff, 36.

Thrift Institutions; reduced savings, 9; reduced mortgage
credit, 9.

Transfer of mortgages to Association from other Federal
instrumentalities, 38.

Transfer of the Secondary Market Operations to private
ownership, 21-22,

Treasury Stock, 20-21.

Trust Certificates (sales of Deht Obligations or Trust Cer-

Twelve-month cutoff, 36.

Twenty-five percent mortgage purchase limitations, 36, 47.

Two-month cutoff, 36.

Types of Mortgages eligible for purchase, 2, 3, 10, 11, 12-
13, 31.

U

Underwriters, 27-30.

Uninsured first mortgages, authority, 47; national mortgage
associations, 20.

United States Housing Authority, 19.

United States Housing Corporation, 19.

United States Savings and Loan League, The, footnote, 13.

United States Shipping Board, 19.

United States Treasury Bonds exchanged for Association
Mortgages (see Bond-Mortgage Exchange).

Urban Renewal (see Housing).

v

VA (see Veterans Administration).

Veterans Administration, Association authorized
participations for, 27, 39, 47, 50.

VA-guaranteed mortgages, authority to purchase, 3, 27,
31, 35, 36, 38, 39, 47, 49, 53, and footnote 8; certain
of Association-owned VA mortgages exchanged for
United States Treasury Bonds (see Bond-Mortgage
Exchange).

VA-insured loans, eligible for purchase, 13, 31.

to sell

w

Waiting Period and Cutoff Period (see also “Cutoff’*), 36.
Warehousing. defined, 7.

Wherry Act Housing Mortgages (see Housing).

e eiee e —_ tificates Against-Pools of Mortgages), 26. Works Progress Administration (WPA), 19.




