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COMPTROLLER GENERAL'S 
REPORT TO THE CONGRESS 

EXAMINATION OF FINANCIAL STATEMENTS OF THE 
/ GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 

FOR FISCAL YEAR 1971 
Id*/ 

4 Department of Housing and Urban Development23 
'B-114828 

DIGEST -s-m-- 

WHY THE EXAMINATION WAS M4DE 

The Government Corporation Control Act requires the General Accounting Of- 
fice (GAO) to examine the financial statements of the Government National 
Mortgage Association and of Ch~?'r~osW‘foi;;"hrhich it is trustee‘. 

OPINION ON FINANCIAL STATEMENTS 

In the opinion of GAO, the financial statements present fairly the finan- 
cial position of the Government National Mortgage Association at June 30, 
1971, and the results of its operation and the sources and application of 
its funds for the year then ended, in conformity with generally accepted 
accounting principles applied on a basis consistent with that of the 
preceding year and with applicable Federal laws, (See p. 20.) 

In the opinion of GAO, the financial statements of the Government Na- 
tional Mortgage Association? as trustee for the Government Mortgage Liqui- 
dation Trust, the Small Business Obligations Trust, the Federal Assets 
Liquidation Trust, and the Federal Assets Financing Trust, present fairly 
the financial position of the respective trusts at June 30, 1971, and the 
results of their operations and the sources and application of their funds 
for the year then ended, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year 
and with applicable Federal laws. (See p. 20.) 

RECOMMENDATIONS OR SUGGESTIONS ---.-- -_- 

This report contains no recommendations or suggestions. 

AGENCY ACTIONS AND UNRESOLVED ISSUES 

None. 

MdTTERS FOR CONSIDERATION BY THE CONGRESS 

In addition to providing GAO's opinions regarding the financial statements, 
the report provides information to keep the Congress informed of the oper- 
ations and financial conditions of the Government National Mortgage Associa- 
tion and the trusts for which it is trustee. 

Tear Sheet 

JUNE20,1972 



CHAPTER 1 

INTRODUCTION 

The Government National Mortgage Association (GNMA), a 
component of the Department of Housing and Urban Development 
(HUD), was created by the Congress in the Housing and Urban 
Development Act of 1968 (12 U.S.C, 1717)--the legislation 
which partitioned the Federal. National Mortgage Association 
0?NMA) into two corporate entities. GNMA was established as 
a Government-owned corporation to (1) conduct the predeces- 
sor FNMAss special assistance and management and liquidating 
functions, (2) act as t rustee for a number of trusts for 
which FNMA had been trustee, and (3) issue mortgage-backed 
securities and guarantee mortgage-backed securities issued 
by either the new Federal National Mortgage Association (new 
FNMA)--the second corporation created in the partitioning-- 
or any other issuer approved by for such an activity. 
GNMA became operative on September 1, 1968, and its activi- 
ties are discussed in subsequent chapters. 

The new FNMA was established by the Congress as a 
Government-sponsored privately owned corporation to 'conduct 
the predecessor FNMABs secondary market operations. The new 
F became operative on September 1, 1968, and, as a pri- 
vately owned corporation, is not subject to audit by us ex- 
cept in the event that it incurs obligations which are guar- 
anteed as to principal or interest by GNMA. At June 30, 
1971, the new FNMA had outstanding $850 tillion of mortgage- 
backed bonds which were guaranteed by GNMA. Consequently, 
under authority of the Housing and Urban Development Act of 
1968 (12 U.S,C. 1716b note), we examined the records of the 
new FNMA relating to the guaranteed obligations. 

All the powers and duties of GNMA are vested in the 
Secretary of HUD, He directs the administration of GNMA, 
and, within the limitations of law, he determines the gen- 
eral policies which govern the operations of GNMA. The 
Secretary is empowered to appoint the president, vice pres- 
ident, and all other executive officers of GNMA, 

Under authority provided by the Housing and Urban De- 
velopment Act of 1968, the new FNMA and GNMA entered into 
an Intercorporate Functional Agreement under which the new 
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FNMA conducts, in addition to its operations, a substantial 
portion of the operations related to the special assistance 
and management and liquidating functions of GNMA, subject to 
GNMA's direction. The new FNMA is reimbursed for its ser- 
vices on the basis of a memorandum agreement between the new 
FNMA and GNMA, dated March 4, 1970. 

GNMA's headquarters office is in Washington, D.C. Its 
mortgage activities are conducted by the new FNMA through 
five regional offices located in Atlanta, Georgia; Chicago, 
Illinois; Dallas, Texas; Los Angeles, California; and Phila- 
delphia, Pennsylvania, and through a fiscal agent office in 
New York, N.Y. 
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CHAPTER 2 

SI'ECIAL ASSISTANCE FUNCTIONS 

GNMA conducts its special assistance functions under 
authority of sections 301(b) and 305 of the FNMA Charter 
Act, as amended (12 U.S.C. 1716, 1720). These sections pro- 
vide that, upon specific authorization by the President of 
the United States or by the Congress, GNMA purchase (1) se- 
lected types of home mortgages originated under special 
housing programs designed to provide housing of acceptable 
standards for segments of the national population which are 
unable to obtain housing under established home-financing 
programs and (2) home mortgages generally as a means of re- 
tarding or stopping a decline in mortgage-lending and home- 
building activities which threatens materially the stability 
of a high-level national economy. 

At June 30, 1971, the combined statutory limitation for 
mortgage purchases and commitments, subject to specific au- 
thorizations by the President and by the Congress, amounted 
to $7.7 billion. The statutory limitation for the 
Presidential authorization was $5.5 billion and was for the 
purpose of conducting mortgage purchase programs related to 
(1) below-market-interest-rate housing, (2) rent supplement 
housing, and (3) miscellaneous other programs. The statu- 
tory limitation for the congressional authorization was 
$2.2 billion and was for the purpose of conducting mortgage 
purchase programs related to low-cost and moderate-cost 
housing, cooperative housing, and armed services housing. 

Funds required for financing the special assistance 
functions may be obtained through borrowings from the Treas- 
ury, from operations, and from repayment of mortgages in 
GNMA's special assistance portfolio. 

The FNMA Charter Act, as amended, authorized the spe- 
cial assistance functions to participate in the creation of 
trusts to sell, for financing purposes, participation cer- 
tificates in pooled mortgages conveyed to the trusts by 
participating trustors. Funds were not obtained by this 
type of financing in fiscal year 1971. Financing through 
the sale of participation certificates is more fully dis- 
cussed on pages 15 through 18. 



During fiscal year 1971, borrowings from the Treasury 
totaled $621.4 million and borrowings repaid to the Treasury 
totaled $149.6 million. The interest rates on funds bor- 
rowed from the Treasury during fiscal year 1971 ranged from 
3.875 to 7.875 percent. At June 30, 1971, notes payable to 
the Treasury totaled $2.6 billion. 

In fiscal year 1971,the special assistance functions 
sustained a loss of $60.2 million from their own operations 
and from trust operations. The loss was attributable largely 
to the difference between interest paid on borrowed funds 
and interest earned on below-market-interest-rate mortgages 
in @NMA's portfolio. 

Significant data for the fiscal years ended June 30, 
1971 and 1970, summarized from the special assistance func- 
tions mortgage records, follow. 

1971 1970 
unpaid unpaid 

principal principal 

(millions) 

Mortgages purchased under 
combined Presidential and 
congressional authorization $ 517.7 $ 759.0 

Mortgages repaid, foreclosed, 
and assigned 99.8 37.5 

Mortgages (at cost) in the 
portfolio at June 30 2,453.g 2,036.O 

At June 30, 1971, the unpaid principal of special as- 
sistance functions mortgages, which had been conveyed to 
the trust in which these functions participated, totaled 
$1,093.1 million and the outstanding participation certifi- 
cates related to these mortgages totaled $969.3 million. 
On the special assistance functions balance sheet, the 
amount of the conveyed mortgages is shown as a deduction 
from the amount of mortgages on hand. 

During fiscal year 1971, participation certificates 
totaling $44.8 million matured and were redeemed by the 
trust. In addition to remitting the principal and interest 
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collected on mortgages conveyed to the trust, the special 
assistance functions 9 at the trustee's request, remitted 
$11.5 million to the trustee during fiscal year 1971 to 
cover the difference between the interest collected on the 
mortgages conveyed to the trust and the interest paid on the 
participation certificates collateralized by the mortgages. 

additional activity was added to the special assist- 
ctions by section 3SS(j> of the National Housing Act 
(12 u.s.c* lam>. Section 305(j) enabled the spe- 

cial assistance functions to enter into commitments to pur- 
chase mortgages insured by the Federal Ho Administra- 
tisn (FM,) or guaranteed by the Veterans inistration (VA) 
under an arrangement which became known as the tandem plan. 
The purpose of the tandem plan is to (1) enable the Govern- 
ment to support and stimulate the financing of housing with 
a minimum purchase of mortgages and (2) provide a market in 
which FE&-insured or VA-guaranteed mortgages can be sold by 
mortgage originators at minimum discounts (points). With 
assurance that their discount costs will be low when selling 
FHA or VA mortgages, originators sf such mortgages can set 
the sales prices of the properties covered by the mortgages 
t0 ~&kCt the IQW &iSCOUlt COSt§. 

The procedures that are followed in the operation of 
the tandem plan depend upon whether the GNNA commitment in- 
volves a mortgage which finances a Government-subsidized 
property or an unsubsidized property. If a Government- 
subsidized property is involved, GNlYA~s commitment to the 
mortgage originator is to purchase the mortgage generally 
at the unpaid principal balance. The commitment is made by 
GNMA in contemplation of assigning the commitment to FIWA 
which, under an agreement with GNMA, will purchase the mort- 
gage at market price. However, for convenience in opera- 
tion, FNMA pays the seller the GNMA commitment price and is 
reimbursed by GNMA for the difference between the commitment 
price and the market price. 

In the case of mortgages financing unsubsidized proper- 
ties, GW issues commitments to the mortgage originators to 
purchase their mortgages for fixed prices, generally in ex- 
cess of the market prices for such mortgages. The GNMA com- 
mitments are made in contemplation of buy-backs by the mort- 
gage originators at market prices established by periodic 
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auctions of commitments. If the mortgage originators buy 
back the commitments, GNMA pays them the difference between 
the buy-back prices and the prices it had committed itself 
to pay if the mortgages had been delivered. If market condi- 
tions are such that the mortgage originators do not buy back 
the commitments, GNHA will buy the mortgages and thereafter 
will immediately offer them for sale. 

In fiscal year 1971, through issuance of commitments 
to purchase over $1 billion of FHA-insured or VA-guaranteed 
mortgages, GNMA gave aid in the financing of mortgages on 
properties which provided more than 60,000 living units. 
The cost to GNMA in providing the aid under the tandem plan 
was $2.9 million. 
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Significant data for the fiscal years ended June 30, 
1971 and 1970, summarized from the management and liquidating " 
functions mortgage records, follow. ,, . 

1971 1970 
unpaid ulzpaid 

grineipal p@n&pal 

F'HA mortgages purchased 

(millions) ' .i I . 

Mxtgages repaid, foreclosed, 
$ 18.5 $ j&3 

and assigned "57.6' 66.8 
FHA and VA mortgages (at cost) in 

portfolio at June 30 1,046.a' 1,085.3 
HUD mortgages in portfolio at 

June 30 (note a> 
Defense Homes Corporation notes ' 

18.3 ; 26.3 

in portfolio at June 30 (note b) is. 5 15.2 

"Mortgages covering World War II Ianham Act housing, formerly 
owned by the Public Housing Administration, acquired by the 
management and liquidating functions during fiscal year 
1960 pursuant to authority provided by Public Law 86-372, 
approved September 23, 1959 (12 U.S.C. 1721). ' 

'I 
b Defense Homes Corporation mortgage loans transferred tb 

the management and liquidating functions by the Reconstruc- 
tion Finance Corporation on July 1, 1954, 'pursuant to 
Reorganization Plan No. 2 of 1954, dated April 29, 1954. 

At June 30, 1971, the unpaid principal of management 
and liquidating function mortgages which had been conveyed 
to the trusts in which these functions participated totaled 
$635.3 million. Cutstanding participation +rtificates 
totaling $656.5 million are'collateralized‘by these mortgages 
and other trust assets. On the management and liquidating 
functions balance sheet, the amount of the conveyed mort- 
gages is shown as a deduction from the amount of mortgages 
on hand. 

During fiscal year 1971, participation certificates 
totaling $35.9 million matured and were redeemed by-the 
tmsts * In addition to remitting the principal and interest 
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collected on tiortgages conveyed to the trusts, the manage- 
ment and liquidating functions, at the request of the trustee, 
remitted $5,% million to the trustee to cover the difference 
between the amount of interest collected on the mortgages 
conveyed. to the trusts and the interest paid on the partici- 
pation certificates collateralized by the mortgages. 

. 
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CHAPTEli 4 

MORTGAGE-BACKED SECURITIES GUARANTY PROGRAM 

Section 306(g) of the National Housing Act (12'U.S.C. 
1721) authorizes GNMA, for a reasonable fee9 to guarantee 
mortgage-backed securities issued to the public by the new 
FNMA or by any other issuer that is approved by GNMA for 
such an activity. 

To obtain approval to become an issuer, an applicant 
must be an FHA-approved mortgagee in good standing and must 
have a net worth in assets acceptable to GNMA of (1) not 
less than 3 percent of the first $5 million of guaranteed 
securities outstanding after such issue, (2) not less than 
2 percent on the succeeding $5 million, and (3) not less 
than 1 percent on all over $10 million, but in no case need 
such net worth exceed $500,000. 

An applicant is also required to submit copies of its 
most recent financial statements certified by an independent 
certified public accountant, and, if the last certified 
statements are more than 6 months old, a copy of the most 
recent financial statement prepared by the applicant must 
be submitted. The applicants' files examined by us on a 
test basis showed that the applicants that were approved to 
become issuers had complied with GM's requirements. 

Under regulations promulgated by the Secretary of HUD 
on May 18, 1970 (24 F.R. 1665), the securities may be issued9 
at the option of the issuer0 as a pass-through type or a bond 
type but must be backed by pools of mortgages consisting 
of (1) mortgages insured by FHA, (2) mortgages guaranteed by 
VA, or (3) mortgages guaranteed by the Farmers Home Adminis- 
tration o Department of Agriculture (FHDA). The issuer is 
responsible for administering the mortgage pools backing the 
securities, including the collection of the principal and 
interest on the mortgages. In the event that the issuer de- 
faults in making timely payment of principal and/or interest 
to the owner of the guaranteed security, GNMA may make the 
payment and takes title to the mortgages backing the secu- 
rity. 
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The regulations provide that two types of pass-through 
securities may be issued --straight pass-through type or 
modified pass-through type. Securities are designated as 
pass through because principal and interest are passed thrdugh 
monthly to the security owners. Under a straight pass-through 
security, the owner is pai a proportionate share, less a 
service charge, of .the al and interest collected by the 
issuer on.the mortgages psol no later than 15 days 

.after the close of the month in which the collections are 
made. Under a dified pass-through security, the owner is 

aid a specific rincipal and interest no later 
an '85 days after the clos of the month in which payment of 

principal and interest on the mortgages backing the securities 
isdue, whether or not collected by the issuer, In addition, 

roportionate share of prepayments of mortgage principal 
is also passed through to the security owners. 

The regulations require issuers of pass-through securi- 
ties to del$ver to custodians, satisfactory to GNMA,' the . 
mortgage notes and other principal documents representing the 

ii 
es in the pool, for safekeeping as collateral for the 
arantee. 

\At June 30, 1971, ,566 issues of pass-through-type securi- 
ties having princi al amounts of $2,043.5 million and accrued 
interest csf $13.3 l%ican were outstanding. Thus GNMA"s 
guaran 
to $2, 

outstanding on these pass-through securities amounted 
6.8 million. According to the GNMA records examined 

by us test basis, the principal of mortgages in the 
QQlS by custodians and the interest collections on 

deposit in custodial accounts at June 30, 1971, amounted to 
$2,061,7 miB$ion. 

Insofar. as we could determine, GINA in fiscal year 1971, 
for the most part, confined its audits of the records main- 
tained by issuers or custodians relative to the guaranteed 

rtgage-backe securities to limited reviews of the reports 
submitted by issuers or custodians. In the main, GNMA consid- 
ered the FHA insurance and the VA guarantee of the mortgages 
backing the outstanding securities as providing resources 
that would, if circumstances required, support and safeguard 
its guarantee, 



Bond-type mortgage-backed securities may be issued in 
registered or coupon form2 bearing a fixed interest rates 
payable on specified dates, and maturing on specified dates. 
The regulations require the issuer of a bond-type mortgage- 
backed security to enter into an agreement with a corporate 
trustee that is subject to Federal or State regulation. The 
agreement must provide for the trustee to (1) hold the pool 
of mortgages backing the securities, (2) hold the collections 
of principal and interest remitted by the issuers and (3) make 
timely payments of principal and interest to holders of the 
bonds from the proceeds of the collections. 

Mortgage-backed bonds guaranteed by GNMA have been 
issued by FNM and by the Federal Home Loan Mortgage Corpora- 
tion (FHLMC). FHLX, established under the Emergency Home 
Finance Act of 1970, is authorized to buy and sell conven- 
tional and guaranteed or insured mortgages. FHLMC is owned 
by the Federal Home Loan Banks, and the members of the 
Federal Home Loan Bank Board serve as the Board of Directors 
of FHLMC. 

At June 30, 1971, GNMA had guaranteed $850 million of 
outstanding mortgage-backed bonds for FNMA and $315 million 
for FHLMC. The accrued interest on the FNMA and FHLMC bonds 
amolanted to $13.4 million and $2.2 million, respectively. 
Thus GNMA's guaranty on bond-type securities at June 30, 1971, 
amounted to $1,180.6 million. 

Because the mortgage-backed bonds that FNMA and FHLXC 
had issued were guaranteed by GM, we, on a test basis, 
examined the records pertaining to the guaranteed bonds of 
both corporations. These records showed that the, principal 
of mortgages and other assets deposited in trust accounts as 
collateral backing the $1,180.6 million of outstanding bonds 
and accrued interest amounted to $1,187.8 million. The 
records showed also that the corporations were complying with 
the regulations promulgated by the Secretary. We concluded 
that the GNMA guaranty was adequately protected at June 30, 
1971. 
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CHAPTER 5 

TRUSTEE OPERATIONS 

The Housing Act of 1964 and the Participation Sales 
Act of 1966 amended the FNMA Charter Act to authorize the 
creation of trusts, with FNMA as trustee, to sell, for 
financing purposes , participation certificates in pooled 
mortgages and other obligations of FNMA and certain other 
agencies. The other agencies specified in the acts were 
(1) FHDA, (2) the Office of Education, Department of Health, 
Education, and Welfare (HEW), (3) HUD (except for secondary 
market operations of FNMA), (4) VA, (5) the Export-Import 
Bati, and (6) the Small Business Administration (SBA). 

The Housing and Urban Development Act of 1968 further 
amended the FNMA Charter Act. The changes included the 
designation of GNMA to replace FNMA as trustee of the trusts. 
Consequently GNMA began to function as trustee on September 1, 
1968, and as of that date assumed responsibility for the 
assets and liabilities of the respective trusts. As did its 
predecessor, GM administered the fiduciary acts of a trustee 
under its management and liquidating functions. As of June 30, 
1971, four trusts had been established. Inasmuch as most of 
the financial transactions were consummated by FNMA during 
its tenure as trustee, reference is made to FNMA where 
applicable in the discussion that follows. 

The agencies participating in the trusts conveyed title 
to certain mortgages and loans to the trusts. In accordance 
with the FIWA Charter Act, the agencies retained custody, 
control, and administration of these mortgages and loans. 
FM, acting as trustee, issued and sold to private investors 
participation certificates in these mortgages and loans. Thus 
the 1964 and 1966 acts provided means for substituting funds 
of private investors for funds borrowed from the Treasury. 

GNMA, in its corporate capacity, has succeeded FNMA as 
the guarantor of the payment of all participation certificates. 
In addition, the participation certificates are considered to 
be obligations of the United States on the basis of an opinion 
rendered by the Attorney General of the United States on 
September 30, 1966. 
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FNMA and subsequently GNMA, as trustee, received from 
the participating trustor agencies principal and interest 
collected on the mortgages and loans subject to the trusts 
less the charges made by the agencies for administering the 
mortgages and loans. These funds are used to pay interest 
on the participation certificates, to pay trust expenses, 
and to retire participation certificates on maturity. 
Pending disbursement of the funds, the trustee invested 
them in Government securities. Funds without fiscal year 
limitation are available to the trustors under provision of 
the Independent Offices Appropriation Act, 1967 (80 Stat. 
663, 6831, to enable the trustors to pay such insufficiency 
as may be required by the trustee on account of outstanding 
participation certificates. 

Our review of the trust records indicated that the trusts 
complied with the provisions of the trust indentures which 
had set limits on the amount of participation certificates 
that may be issued against the pool of mortgages and loans 
held as collateral for the participation certificates. A 
discussion of the four trusts follows. 

GOVERNMENT MORTGAGE LIQUIDATION TRUST 

On October 1, 1964, FNMA and VA established a trust 
known as the Government Mortgage Liquidation Trust, with 
FNMA as trustee, to sell to private investors participation 
certificates in mortgages conveyed by the two agencies to 
the trust. 

Five issues of participation certificates, aggregating 
$1,790 million, have been sold since the trust was estab- 
lished. The last issue was dated June 23, 1966. As of 
June 30, 1971, participation certificates totaling $580 mil- 
lion had been redeemed at maturity, of which $110 million 
was redeemed in fiscal year 1971. At June 30, 1971, partic- 
ipation certificates outstanding totaled $1,210 million, 
had maturity dates ranging from July 1971 to June 1981, and 
had interest rates ranging from 4.375 to 5.5 percent. 

SMALL BUSINESS OBLIGATIONS TRUST 

On June 1, 1966, FNMA and SBA established a trust known 
as the Small Business Obligations Trust, with FNMA as trustee, 
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to sell to private investors participation certificates in 
loans conveyed to the trust by SBA. 

One issue of participation certificates, aggregating 
$350 million, was sold by the trust on June 23, 1966, As 
of June 30, 1971, all participation certificates had been 
redeemed at maturity. Participation certificates totaling 
$70 m;ilILion were redeemed in fiscal year 1971. 

FNMA, as trustor and as trustee, entered into a trust 
indenture as of December 1, 1966, to establish a trust known 
as the Federal Assets Liquidation Trust, to sell to private 
investors certificates of participation in mortgages and 
loans conveyed to the trust. The trust indenture provided 
for the acceptance by the trustee of conveyances in trust of 
obligations from the other agencies named in the FNHA Charter 
Act. Such conveyances were received from (1) FHDA, (2) the 
Office of Education, (3) HUD, (4) VA, and (5) SBA. 

Four issues of participation certificates aggregating 
$3,230 million have been sold since the trust was established. 
In fiscal year 1971 no participation certificates matured. 
At June 30, 1971, participation certificates outstanding 
totaled $2,330 million, had maturity dates ranging from 
January 1972 to April 1987, and had interest rates ranging 
from 5 to 6.45 percent. 

During fiscal year 1971 the collections of interest on 
mortgages received from four trustors were insufficient to 
cover the interest due on the participation certificates. 
The trustee requested and obtained $22.8 million from the 
trustors to cover the insufficiency. As stated previously, 
funds were appropriated to trustors by the Congress to pay 
the insufficiencies. 

FEDERAL ASSETS FINANCING TRUST 

FNMA, as trustor and as trustee, entered into a trust 
indenture as of November 1, 1967, to establish a trust known 
as the Federal Assets Financing Trust, to sell to private 
investors certificates of participation in mortgages and 
loans conveyed to the trust. The trust indenture provided 
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for the acceptance by the trustee of conveyances in trust of 
obligations from the other agencies named in the FNMA Charter 
Act. Such conveyances were received from (1) FHDA, (2) the 
Qffice of Education, (3) HUD, (4) VA, and (5) SBA. 

Four issues of participation certificates aggregating 
$4,250 million have been sold since the trust was established. 
In fiscal year 1971 participation certificates totaling- 
$1,135 million were redeemed at maturity. At June 30, 1971, 
participation certificates outstanding totaled $2,465 million, 
had maturity dates ranging from August 1978 to August 1988, 
and had interest rates ranging from 6.05 to 6.45 percent. 

During the fiscal year the interest remitted by the 
trustors on the mortgages backing the participation certif- 
icates was insufficient to cover the interest due on the 
participation certificates. The trustee requested and 
obtained $59.8 million from the trustors to cover the in- 
sufficiency. 



CHAPTER 6 

SCOPE OF EXAMINATION 

Our examination of CNMA's financial statements for fis- 
cal year 1971 included an examination of the balance sheets 
as of June 30, 1971, the statements of earnings, and the 
statements of sources and application of funds for the year 
then ended. The statements are presented in this report on 
a combined basis and separately for the special assistance 
functions, the management and liquidating functions, and the 
mortgage-backed securities guaranty program. 

We also examined financial statements of GNMA as trustee 
for the Government Mortgage Liquidation Trust, the Federal 
Assets Liquidation Trust, the Small Business Obligations 
Trust, and the Federal Assets Financing Trust. These state- 
ments included statements of condition as of June 30, 1971, 
for the four trusts and statements of income and expense and 
of sources and application of funds for the fiscal year ended 
June 30, 1971. We examined FN.MA's and FHLMC's records per- 
taining to the outstanding mortgage-backed securities guar- 
anteed by CNMA. 

Cur examination was made in accordance with generally 
accepted auditing standards and included such tests of the 
accounting records and such auditing procedures as we con- 
sidered to be necessary in the circumstances. 

Our examination was conducted at the Washington head- 
quarters of CNMA, the new FNM4, and FHIMC; at two of FNMA"s 
five regional offices (Atlanta and Philadelphia); and at the 
offices of selected servicers across the country. 

Our work included an examination of the legal documents 
related to a number of mortgages in the custody of the re- 
gional offices and in the custody of selected servicers and 
a comparison of a number of FNMA's mortgage records with the 
records of selected servicers. We also examined the records 
of each of the seven trustors related to the activities of 
the four trusts. In addition, we reviewed the audit made 
by HUD internal auditors of the CNMA accounting records. 
Although the quality of their work was satisfactory, their 
audit was not completed in time for use in our examination. 
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CHAPTER 7 

OPINION ON FINANCIAL STATEMENTS 

The financial statements presented in this report as 
schedules 1 through 8 are the statements of GNMA. GNMA 
made certain minor revisions to its fiscal year 1970 state- 
ments to conform to its fiscal year 1971 presentation. In 
our opinion, the accompanying financial statements present 
fairly the financial position of GNMA at June 30, 1971, and 
the results of its operations and the sources and applica- 
tion of its funds for the year then ended, in conformity 
with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year and with 
applicable Federal laws. 

The financial statements of GNMA, as trustee for the 
Government Mortgage Liquidation Trust, the Small Business 
Obligations Trust, the Federal Assets Liquidation Trust, and 
the Federal Assets Financing Trust, are presented as sched- 
ules 9 through 12. 

In our opinion, the accompanying financial statements. 
of the trusts-- schedules 9 through 12%-present fairly their 
financial position at June 30, 1971, and the results of 
their operations and the sources and application of their 
funds for the year then ended, in conformity with generally 
accepted accounting principles applied on a basis consistent 
with that of the preceding year and with applicable Federal 
laws. 



Government National Mortgage Association 

COWBINED BALANCE SHEET 

ASSETS , 

FHA-insured and VA-guaranteed mortgages at cost . . . . . . ..*.............*.......... 

Less principal subject to: 
Government participation sales trust . . . . . . . . ..*............................... 
Other participation equities ........................................ . . . . . . . . . 

wy,ooo 
Direct mortgage loans transferred from HUD: 

Unpaid principal ................................................. $ 1, 
Less allowance for losses ........................................ _ 5,744,ooo 

DHC purchase money notes transferred fro-s RFC: 
Unpaid principal ,................................................ 
Less unrealized equity . . . . ..I.................................... 

June 30. 1971 

$ 5.230.429.000 

1.72&3~9.000 
1.979,OOO 

June 30, 1970 

$ 4.986,859.000 

'1,963,546,000 
1.993lOOO 

3,500,061,000 3,121,320,000 

12,543,ooo 

Equity in Government participation sales trust .................................. 
Participation in construction loan advances ..................................... 
Accrued interest receivable ..................................................... 
Other receivables ............................................................... 

Assets acquired through liquidation and claims in process.against FHA 
and VA (Net of allowance for losses) .......................................... 

Property held for sale .......................................................... 

Cash ............................................................................ 
FHA debentures - principal and accrued interest ................................. 
U.S. Treasury obligations - principal and accrued interest ...................... 
Deferred charges and miscellaneous .............................................. 
Accrued guaranty fees receivable . Mortgage Backed Securities ................... 
Furniture and equipment, less accumulated depreciation .......................... 

3.512,604,000 
382,062,000 

2,097,OOO 
13P595.000 

4,514,ooo 

13,284,ooo 
34,000 

344,000 
2,621,ooo 

654,000 
2,157,OOO 

14?,000 

$ 3,934,106,000 
Q 

LIABILITIES 

Liabilities: 

Accrued interest payable on notes to th@.U. S. Treasury ...................... 
Accounts payable and accrued liabilities ..................................... 
Trust and deposit liabilities ................................................ 
Deferred credrts ............................................................. 
Emp I oyees’ accrued annual leave .............................................. 

$ ‘~3&.w&~~ 

97:556:000 

7a,ooo 

219.573,000 

Investment of the United States Government: 

Notes payable to the U. 5. Treasury .......................................... $ 3,55r,694.000 
Retained earnings ............................................................ 
Appropriation for Participation Sales Fund Insufficiencies 

156,762,ooo 
................... 6,079,000 

3,714,535,000 

$ 3,934,10~,000 

20,5118,000 

752,000 

3,142,6X),000 
366,110,000 

12,l346,000 
4,550,ooo 

8,546,OOO 
20,000 

658,000 
208,000 

2,829,OOO 
10,000 
32,000 

$ 3.53~.429,000 

193,554,ooo 

3.132,611,ooo 
212,264,ooo 
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SCtiDULE 2 

INCOME 

Government NatiohBl ‘hortgage Association 

COMBINED STATEMENT OF EARNINGS 

interest .................................................................. 
Commitment fees ........................................................... 
Purchase and marketing fees ............................................... 
Purchase drscounts realized ............................................... 
Fees under Mortgage Backed Securities Program ............................. 
Other ..................................................................... 

EXPENSE 

Interest on notes to the U. S. Treasury ................................... 20~,~0~,000 156,356,ooo 
Discounts paid under Tandem Plans ......................................... 2,887,OOO 215,000 
Fees for servicing mortgages .............................................. 6,129,000 6,241,000 
Provision for 1ose.e~ ...................................................... 7g9,ooo 667,000 
Administrative ............................................................ 4,2q,ooo 3,551,OOO 
Other ..................................................................... 3g5,ooo jO8,OOO 

Loss from operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..~. 

Gain or (loss) from operations of Government Obligation Participation 
Sales Trusts . . . . . ..~..........................................~......... 

Amortization of deferred charges and credits on sale of assets (net) 
through Government Obligation Participation Sales Trust . . . . . ..*......... 

Realization of deferred credit acquired from RFC (Reorganization 
Plan No. 2, 1954) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

(54~795.000) 

(977,000) 

(657,000) 

g27.000 

(3*993,000) 

(YQbJOO) 

Net loss . ..~..................................................~........... $ (55,502.OOO) $ (17,224,000) 

Retained earnings at beginning of year .................................... 
Net loss for the twelve months’ period .................................... 

Retained earnings at end of year .......................................... 

Fiscal Year Ended Fiscal Year Ended 
June 30, 1971 June 30, 1970 

$ 161,4q,ooo 
5*;p;; 

2,509:OOO 
1,260,000 

7g3.000 

171,586,ooo 

57.000 
650.000 

157,251.000 

226,381,000 169,mooo 

$ 212,264,ooo 
(55.502,OOO) 

$ 229,486,000 
(17,22'+,000) 

$ 156,762,ooo $ 212,2&000 

. - . . . _ -  .  .  .  

I  . 1  -  I .  
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Fovcr?meni National Mortgage Associatinn 

Special Assistance Functions 
1 \ 

BALANCE SHEET 

ASSETS June 30, 1971 June 30, 1970 

FHA-insured and VA-guaranteed mcrtqdges at cost .............................. $ ~,54S,Y~9,000 $ 3,195,/12,COC 

Less principal subject to: 
Government pnriicipation sale: trusts ...................................... 
‘Other participation equities ............................................... 

1,093,12ebC00 
1,979,OOC 

1,157,31!,000 
1,993,CCO 

Equity in Government participation sale5 trtist5 .............................. 
Participation in construction loan aovancas .................................. 
Accrued interest receivable .................................................. 
Other receivables ............................................................ 

Assets acquired through liquidation and claims in process against FHA and 
VA (r!et of allowance for losses) ........................................... 

Property held for sale ....................................................... 

Cash ......................................................................... 
FHA debentures - principal and accrued interest .............................. 
Deferred charges and miscellaneous ........................................... 

SCHEDU&,E -3 

2,45!,882,oOC 

2Y2,272,000 
2.097.000 
6,e;22,000 
5*@+7,000 

f3,506,OCO 
16,000 

~03,000 
2,621,ooo 
1,170,000 

$ 2,775,336,000 

LIABILITIES 

Liabilities: 

Accrued interest payable on notes to the U. 5. Treasury .................... 
Accounts payable and accrued liabilities ................................... 
Trust and deposit liabilities .............................................. 
Deferred credits ........................................................... 

$ 77,004,QOO 

6%:;~~:::: 

153,363.OOC 

Investment of the United States Government: 

Notes payable to the U. S. Treasury ........................................ 2,601 ,g34,ooo 
Retained earnings .......................................................... I3,94C,OOC 
Appropriations for Participation Sales Fund Insufficiencies ................ 6,079,ooo 

&621.953,000 

2,036,006,000 

277.~57.000 

715C5,CCC 
7,cje,oco 

2,586poOo 

104,00@ 
208,000 

1,559,CCC 

$ &333,683,000’ 
:’ 

II 

$ 60,844,00& 
14,530,000. 
53,944,00@ 

15,000 

2.130,161,00~ 
74,1L39,000 

2,204,350.000 

$ &333,663,000 
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INCOME 

tavcrnment National -Mortgage Assoctatton 

Special Assistance Functions 

STATEMENT OF EARNINGS 

Interest ............................................................... 
COmitment and other fees .............................................. 
Purchase and marketing fees ............................................ 
Purchase discounts realized ............................................ 

Other .................................................................. 

EXPENSE 

Interest on notes to the U. 5. Treasury ................................ 
Discounts paid under Tandem Plans ...................................... 
Fees for servicing mortgages ........................................... 
Provision for losses ................................................... 
Administrative ......................................................... 
Other .................................................................. 

Fiscal Year Ended Fiscal Year Ended 
June 30, 1971 June 30, 1970 

193,OQQ 
246, ooo 

y6,340,000 g2,322,000 

150,708,000 
2,@37,000 
2,648,ooo 

364, ooo 
2,5'4 ,000 

z ,000 

159,156, ooo 112,97y,ooo 

Loss fran operations .~..........................~...~...,,...~~.~...... (62,816,ooo) (30,657sooo) 

Gain or (loss) from operations of Government Obligation Participation 
Sales Trusts . . . . . . ..~~.~..0.............*..~.................*...~... 

Amortization of deferred charges and credits on sale of assets (net) 
through Government Obligation Participation Sales Trust . . ..m......... 

2,y40,000 448,000 

(373,ooo) (631,000) 

Net loss .a..*............. . . . . ..e*...................*................. $ (60,24y,ooo) $ (3o,g1Q,QQQ) 

Retained earnings at beginn i ng of year ................................. $ 74,1gy,ooo 
Net loss for. the twelve mon t hs’ period ................................. (60,24y,ooo) 

Retained earnings at end of year ....................................... $ 13,940,ooo 

$ 74.419,ooo 
7,041,000 

516,000 
150~000 
lq6,ooo 

107,723&0Q- 
215,o.m. 

~657,000 
137,000 

2,246, ooo 
1,000 

$ 104,999,OQQ 
(j0,810,000) ' 

$ 74,ls9,mo 



. 

Government Nat ional Mortgage Aasociat ior? 

MaLlgement and Liquidating Functions 

BALANCE SHEET 

ASSETS June 30, 1971 June 70, 1970 

FHA-insured and VA-quaranteed mortqages at Cost . . . . . . . . . . . . . . . . . . . . . . ..a..... 

Less principal subject to: 

$ 1,681,4ho,ooo 

Government participation sales trust . . . ..*...........I.-..................* 635,&1,000 

1.046.179.000 

$ 1.791,547,000 

706,2jP,OOO 

1,0~5.315,000 
Direct mortgage loans transferred from HUD: 

Unpaid principal . . . . . . . . . . . . ..~.............................. 
Less allowance for losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

$ 1i3,2pm; 
5.7 , 

DHC purchase money notes transferred from RFC: 
Unpaid principal . . . . . . . . . . . . . . . . ..s......................*... 
Less unrealized equity . . . ..a................................. 

Equity in Government participation sales trusts .............................. 
Accrued interest receivable .................................................. 
Other receivables ............................................................ 

Assets acquired through liquidation and claims in process against FHA 
and VA (Net of allowance for losses) ....................................... 

Property held for sale ....................................................... 

Cash ......................................................................... 
Deferred charges and miscellaneous ........................................... 
Furniture and equipment, less accumulated depreciation ....................... 

LIABILITIES 

Liabilities: 

Accrued interest payable on notes to the U. S. Treasury .................... $ 26,047,ooo $ 23,271.OOO 
Accounts payable and accrued liabilities ................................... 15,101,000 

.............................................. 3o,568,ooo 
17,578,000 

Trust and deposit liabilities 30,11y,000 
Employees’ accrued annual leave ............................................ lS# OOD 87 ) 000 

Investment of the United States Government: 

Notes payable to the U. 5. Treasury ,...........*.....,....*..*............. 
Retained earnings .,............,.,........,.......................,........ 

SCHEiNJLE 5 

1 Z,p4!,000 

-O- 

1,05L3,722.000 

6 ,790,mo 
9 ,773,QOO 
4,290,OOO 

4,77~.000 
1 g,ooo 

100,000 
9~7,000 

20,548,000 

752.000 

1,~06,615,000 

88,2 2,000 
z 

:: :6:::;: 

51960,000 
19,000 

554,000 
1.271,ooo 

32,000 

$ 1,163,458,0oc $ 1,211,606,000 

71.794,ooc 

g49,760,000 
141,g04,000 

1,002,450,000 
136,107,000 

1,ogr,6fi4,000 1.140,557,000 

$ 1,163,458,000 $ r,2ll,606,000 

71,049,000 
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6overnment National Mortgage Association 

STATtMENT OF SMRCES AND APPLICATION OF FUNDS. 

Fiscal Year 1971 

Funds Provided 
Mortgage I fquidat ions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Appropriations for Participation Certificate inSuffiCi@nCieS . . . . . . . . . . . . . . . . . ...*.... 
InCO7Q: 

Interest . . . . . . ..*..*..................................*.................*....*..... 
Cceml tmeni and 0tFicr fees . , . . . . . . . . . ..I........*................................... 
Purches@ discount realized . . . ..*......-................*........................... 
Realjtation of deterred credits acquired fram RFC 

1954) ................................................ 
.............................................................................. 

Borfowlngsr 
Fran the U. S. Treasury ............................................................ 

Funds App I fed 
Purchass of mortgegbs ................................................................. 
E*p~~S~: 

1ntm-est on notes .................................................................. 
Fees fa servicing mot-tgeges ....................................................... 
Dirrcounte paid under Tandem Plans .................................................. 
Admlnistret ivs ..................................................................... 
other .............................................................................. 
Loss or hain) ob trust operations ................................................. 

Repeyments of bomwfngsl 
To the U. S. Treasury ............................................................ 

Net change in other assets and tiebilitlcs ......................................... 

927,000 
783&M) 

1.152.690.000 

&&5-l 3,000 

536.214.000 517.697,ooo 1s,517,000 

~9,904,000 
8,1 ewJ0 
2,887,OOD 

733,607.~ 
WWQ@ 

~49,597.000 
(2-j 

1.497.513xlDD 823.610.000 

Special Manaqement and Mortgsge-Backed 
Assistance Liquidating Securities 

Functions Funct ians Proqrem 

246,000 

621” 370.000 

823.610.000 

150,70&000 
2,648.ooo 
2.887,OOO 
2.545.000 

,2,g;:z% 

$ 66.410.000 

i i ,128,DOO 
1,000 

2.316.000 

fi31 t320.000 

672.638.000 

5y$g 
e , 

1.427,000 
806,000 

4.m,ooo 

5~4,oto,ooo 
(1.000.000) 

672.638.000 

$ 

4,000 
1,260.000 

1,000 

~265,000 

315mo 

95o.ooQ 

1.265.000 



Government National Mortgage Association 

Mortgage Backed Securities Guaranty Program 

BALANCE SHEET 

ASSETS 

Cash .............................................................. 
U. S, Treasury securities (at cost) principal and 

accrued interest ................................................ 
Accrued guaranty fees receivable .................................. 

June 30, 1971 

$ 141,000 

%%i * 

937POO0 

LIABILITIES 

Accounts payable ..~~..~....oo~.oos............~.,................~ 

Retained earnings reserved for losses and contingencies ..00.*.0... 

STATEMENT OF EARNINGS 

I NCGME 

Application fees .................................................. 
Guaranty fees ..................................................... 
Income from investments ........................................... 

Miscel laneous ..................................................... 

1y*ooo 

yl&,ooo 

$ 937,000 

Fiscal Year Ended Fiscal Year End& 
June 30. 1971 June 30, 1970 

$ 431,000 
g2 ,000 

t ,000 
1,000 

1,265,ooo 

EXPENSE ’ 

Administrative . . . ..~OD.~~~....0~~.~..~.~........~~.....~.....~...~ 

Earnings (loss) frcm operations ~.........e...~D*...*...o.,.~..*.~. 

315,000 

$ 950,000 

Retained earnings at beginning of year ~.~........~~....DO~~~.~~.~~ 
Net earnings (loss) for the twelve months’ period S..O.OOO.C...O..O 

Retained earnings at end of year .*....D.o*a.*...~...~..~..~.~...~~ 

June 30, 1970 

$ 

10,000 

loIooo 

42,000 

(32eOOO) 

$ 10~000 
'-=14 

$ 45#000 
12pooo 

57,000 

$9pOOO 

$ h%ooo~ 

$ (32dJOO) $ 
950,000 (32,OOOi 

$ 91e,ooo $ (32800) 
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Government National Mortgaqe As=ociation 

GOVERNMENT MORTGAGE L 1311 IDATIDN TRUST 

STATEMENT OF CONDITION STATEMENT OF INCOME AND EXPENSE 
June 30, 1’171 Fiscal Year Ended June 30, 1971 

ASSETS INCOME 
Obligations subject to trust: 

Principal.............................*....*.... $1,%0,626,71= Inierest earnci on obligations sub;ect to trust.... pm, 169,7j8 
Accrued interest recCivabIE-let.....,..rr....... ?.yP,8&i $l,i~,,225,CUZ L es5 service ~PEC retained by truslrs . . . . . . . o.D... -.mL661 $72,3~9,077 

!~.~5’;.011 Incane fr,~m inve;tnient: . . . . . . . . . . . . . . . . . . . . . . . . . a.. 22.‘,65,164 
7 es.721,6’j6 

12.582 
EXPENSE 

LIABILITIES AND EQUITIES 

Participation certificate=: 
Principal............. . . . . . . . . . . . . . . . . . . . ...*... 
Accrued interest . . . . . . . . . . ..,................... 

Premt~m on invr-tmentj - amortized portion ..,..... 
Service craraes - Federal Reserve bmk............. 

1.210,0c0.030 
14,125&33 

610.200‘390 
7Or;.35l 

33.26!,627 

1,224,1?6,08~ 

644,169,r168 
lR.SOG 

1,86S,i14,651 

Administrative - Trustee........................... 
Printing and nub1 icat inn . . . . . . . . . . . . . . . . . . . . . . . . . . . 
interest on participation certificates . . . . . . . . . . . . . 

Net income from operations allocated to truztor.... 

Tr,,stor*s subordinated reversionary inferPCt: 
Eeoinnina balance at July 1, 1971............... 
lie; increase of obligations subject to trust.... 
Atlocarion of net incone . . . . . . . . . . . . ..I........ 

Accounts nayable ..,.,........,................... 

SWRCE OF FUNDS 

Net incwne from operations ..,..,................. 
Liquidation of obligations subject to trust - 

principal and interest-net ..,...a*............* 
Receivable from trustors......................... . . . . 
Ltqurdstion of rnvestments....................... 

Obligations subject to.trust: . . . . 
. . Unpaid pr~ncfpal................... 

Accrued interest-net....,.......... 

Receivable fran trustors: 
Principal collectims . . . . . . . . . . . . . . 
Interest collection5............... 

Participation certificates outstanding: 
Principal.......................... 
Accrued interest................... 

GNAW- GNAW- 

SAF Nl?L 

$611.907 
s 

m 

2.700 
2.400 

5.100 

456,010 
-5.al 

461.32l 

$112,134 $776,585 $1 ,joa.626 
457 820 3.594 

m llra.5 1.504.22~ 

700 
5.a 

!,200 

82.829 671,161 1,210,000 
971 --7iL?E 14,126 

m L3.uY2 1.224.126 

STATEMENT OF SWRCES AND APPLICATION OF FUNDS 
Fiscal Year Ended June 30, 1971 

APPLICATION OF FUNDS 

B 33.263.627 Purchase of investments............................ 
Retirement of participation Certificates........... 
Net change in accrued interest payable . . . . . . . . . . . . . 
Net change in miscellaneous assets and liabilities. 

606.964.766 

SCHEDULE OF FINANCIAL DETAXLS 

Trustors 

“A Total 

6,818 
L23I 

w 

10,218 
A&l 
LG2.355 

GNP&L. 
SPF 

Trustors’ subordinated revisionary 
interest: 
Beginning balance July 1, 1970........ 
Allocation of net income.............. 
Net increase of obligations 

subject to trust .,.-................ 

EzY222& 

Distribution of inccme and expense: 
Net incane on obligations 

subject to trust.,................. 29,416 
Interest accrued on participatix! 

certificate-....................... a 

6,513 
Incane from investments.............. 
Expense of trust operations.......... 

$497.589.875 
-. 110,000,000. 

1.372.917 
1.974 

bo8.q64.766 

(001 fat-5 in thousaids) 
Trustor* 

GNMA- 
W&L 

VA Total 

$274.189 $610,200 
14,682 11,754 

706 706 

289,721 644,170 

72.379 

m 

11.4?0 

22.36: 
-2%. 
a 



Government National Mortgsge Associatiar 

Gov@rnment Mortgage Ltqu1dati.m Trust 

SUtA%%RY CF OBLIGATIONS SUBJECT TO TRUST AND RELATED PARTICIPATION CERTIFICATES 

Fiscal Year Ended June 30, 1971 October 1, 19611 through June 30, 1471 

Total Trustor GNMA Trustor VA 

SAF ML 

td;;.$,~;- ‘-S-,115,729 $ 
t 

$ 204,646,a17 

y:841:803 
472.073.962 175.&66.7~4 1 .094.‘;28,519 

113.524,029 2.%,262,671 
1.500,626,715 611.907,020 

63.732,“40 
g9,176,j57 

112,l!4,jr~: 
433,113.698 
7.~60565,361 

FHA-Insured and VA-gueranteed mortgegesr SAF M&L 

Unpaid wincipal at beginning of pe~tod...... $6&,a2.965 $1%709,12K 632.762.546 

Psrticip&Ions certificatesr 
Principal at face valuet 

36,375s945 
611 s907,020 

8,57U.f3li 
rl2,134.!14 

3%105,000 
456,010,000 

61.936,000 ~~oloon,ooo 
671.161,ooo 1.210.000.000 

5.791,362 
22PYO3.349 
23.377~149 

5.3179562 

,;*z: *x 
34:585:309 

7.837.a42 

Maturity Int. Rate face Amount 

11-r-65 L-l/8 
11-1-66 4-l /8 
11-l-67 4-l I4 

$30,000,000 
30,000,000 
30,000,000 

35.000.000 7-l -71 
35,ooo.ooo 7-l -72 
35,OOO.O~ l-1-7 
yj,ooo.ooo 7-1-7 2 
35.000.000 7-l-75 

12-l -66 
12-1-67 
12-l 068 
12-l -69 
~2-1-70 

25.. cw, 000 
25,coo,ooo 
25,ooo.ooo 
25,000,000 
25,000,000 

4-l -67 
11-1-68 
4-r-69 
4-r-70 
4-I-71 

5.40 
5.45 
5.50 

5.; . 

20,000,000 
20,000,000 
20,300,000 
20,000,000 
20,000,000 

6-23-79 5.'@ 60,000,000 

200.000.000 100,000,000 
120,Do0,000 1 y3*3oo,oco 275,ODO,DOO 

;5,000.000 
160.000.000 

300.000.000 
250.D00.000 

129,000,000 60.000,000 
21 go q90.000 
456,010,000 

47,171,ooo 313.839.000 
82,a2y,ooo 671.161,ooo 

300, oil:, 000 
525. @UC. 030 
~75,ooc~,c,oc 
tlo,ouo.~no 

’ -. 
> 180, ooc, 000 

~8O,OGD,OGO 
1.21c.000.000 

i 

15,499.COO 
60.919.% 
62,292,502 
14.126.083 

157.139,344 29.988.84’8 228,431,077, 
1y.621.762 

5.3r7.562 
29,018,165 

970.679 
220.593.2 1 

79g37,g t 2 

nlaturity nt. Rate Face Amount Maturity 

lrm,a68 
11-i-69 
11-l-70 

‘l-1 A 
4-r14 

$3o.oOc,ooo 

4-l/h 
30.000.003 
30.000.000 

11-l-71 
ll-lOp 
11-1-73 
11-1-74 

7-l -76 
7-l -77 
7-l-78 
7-l -7’1 
7-l -80 

12-l-76 
12-i-77 
l.?-l-76 
12-l-73 
12-l-60 

;I: ::i 
L-l--q 
4-l-k 
4-l -81 

6-23-m 

Int. Rate 

pi 

4-./g 

4-112 
4-l I2 
4-l/2 
4-l 12 
4-l /2 

k 70 
k-70 
:.7a 
't.7C 
3.70 

2.2 
. 

5.35 
5.30 

5.25 

f-y3 

Face Amouo-t 

Issues P 
Series A-1965-1+! 

issued November 2. 1964 
$30.000.000 

70,030.000 
~0,000,00G 
-(?.000,0n0 

~5,000,@00 
‘~,000,03c 
75,00~,000 
~~,000.000 
7~.0i:1.000 

series e-lg66-rgeo 
Issued JULY lr 1965 

12-1-71 
12-l-72 

4-l 12 

;-: :; 

~‘,000,330 
~5,000,00J 

G/2 
35rOOD.ODO 

b-1 /2 
35.000.000 
35.000.000 

h.70 
4.70 

25.ooo.ooo 

4.70 
25.000.000 
2fj.000,000 

4.70 75,OKbi)OO 
4.70 25.000.000 

Series C-r755-1980 
Issued December lp 1965 

25.0013.000 
7s.0GG.000 
25.oGu.coc 12-lpj3 

12-l-74 
12-1-7: 

75.,oo*oco .? 
?i,00@.000 

:*:z 
5:50 

20.000.000 20,090.000 
20,000,000 

:. -3 ; 20,000,000 23,ooo.ooo 

b-1 -72 
4-l -73 
4-l -74 
;-; 45 

-_ 

6-23-80 

47*000&c 
“2.ooo.ooc 
42; 000; OC’O 
42,000,000 

60.000,000 Series E-l97+19Bi 
Issue6 June 23, 1966 

5.40 60,000,000 



STATEMENT OF C@M)IT ION 
June ‘\C, 1971 

ASSETS 

Cash on deposit with the United States Tressury,. 

Government Nat ional Mortgage Association 

SMALL RbjINESS OBLIGATIONS TRUST 

STATEMENT OF INCOME AN” EXPENSE 
Fiscal Year Ended June iC, 197; 

INCOME 
Interest earned on obligation% subject to trust..... $7.935.411 
L@s% service fees retained by trsstor............... 
Income frcm tnvestments 

344.469 
~ooI*...~.*~...~~~......*.~.. 

LIABILITIES AND EQUITIES 

Deposit for contingent liabilities a....*..m...ss. 
Accounts payabls . ..D....~.........~..*.~*.~*~o..* 

EXPENSE 

Premium on investment - amortized pwtion . ..eo...s.s 
Service charges - Federal Reserve Bank . . . . . . . . . . . . -. 
Administrative - Trustee . . ..*0......0....0.......*.. 
Printing and publication............................ 
Interest on participation certificates . . . . . . . . . . . . . . 

Net income from operations allocated to trustors.. 

SOURCE OF FUNDS 

Net income Trm operations...................... 
Liquidation of obligations subject to 

trust-princibat and interest-net.............. 
Receivable frcm trustor ~..~.~..0~...D..~~~0.~~~ 
Liquidation of investments 0..D....w.*a......... 

STATEMENT OF SWRCES AND APPLICATION OF FUNDS 
Fiscal Year Ended June 30, 1971 

APPLICATlON OF FUNDS 

$ 8.990.428 Purchsse of investments............................. 
Retirement of perticipation certificates............ 
Net change in accrued interest payable . . . . . . . ...*... 
Net change in mi%cell%“eous assets end liabilities.. 
Surplus funds remitted to trustor . . . . . . . . . . . . . . . . . . . 

202.q64.15’1 

SUMMARY OF OBLIGATIONS SUBJECT TO TRUST AM) RELATED PARTICIPATION CERTZFICATES 

Fiscal Year Ended MAY I, 1966- 

Smsll Business Administration loansr 
June 30, 1971 Ju”@ 30, 1971 

Unpaid prtnctpal eP beginning of period 
Participstion certific%te%(continued)t 

........ 
Addit ions 

$2".7$$; $531s656.148 
6~453,914 

Interest payable: 
...................................... 

Withdrawels 2: ’ 54,622, I 53 
Outstanding at beginning of period .... 

.................................... 
Repayments 

Accrued during period ................. 
..................................... 

Outstanding balance 
4E$*;x 376,92Wa5 

. . Llquldated durrng period .............. 
............................ 162:560:994 162,56o.g94 Outstanding June 30. 1971 ............. 

P%rtfcIpetfon certificates (issued June 23, 1966): 
Issues-Series A-1967-1971 : 

Principal at face value: 
Maturity June 23. 1967-5.7046 ............ 

Outstanding at beginning of period 
JU”@ 23, ............ 

............ 
Issued during period (net proceed: fo 

70,000,DOD 
196s~5.75% 

June 23. ,969.5.75% ............ 

trustor $34g,16o,ooo) 
June 23, 1970-5.75% ............ 

....................... 
Liwidat@d during period 

350.000.000 June 23, 1971-5.75% ............ 
...................... 30*000.000 ~0.000.000 

OutstandIng June 30. 1971 0~.~O.~~0..~..0.~..~. A 
Retired at maturity 

13.095.202 

I 36,284 
‘51,150 

1.400 

'4,104.774 

8&j90.428 

$103,63%231 
70,000,000 

69.445 

27,2371?1$) 

202.964.153 

Fiscal Year Ended Msy 1, 1$6- 
June 30. 1971 June 30, 1971 

70,000,000 
70.000.000 
70; ooo;ooo 
70.000.000 
7O,DDO,OOO 

$350,000,000 



Glwernment National Mortgage Association 

w 
w 

STATEMENT OF CONDITION 
June 10, 1071 

ASSETS 

Obligations subject to trust: 
Principal...................................... 
Accwed interest receivable-“Pt................ 

$1 P9pg’;;9 

Receivable from trustors......................... 
investments at cost plus unmatured net earnings.. . 

Cash on deposit with the United State: Treasury.. 

LIABILITIES AND EQUITIES 

particirat,;m certiticates outstending: 
Frincipal...................................... 2,~~0.000,000 
Accr:led ictereet............................... 38,759,083 

Trustors’ subordinali! reversionary interest: 
&ginning balance 8: July 1, 1970....,......... 108,~02,262 
Net reduction in obligations subject to trust.. 
Allocaticn . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Deficiency rolle=tions-interest................ 

Accounts payable................................. 

Notes: An indefinite appropriation without fiscal year 
limitation has been enacted by the United States 

Congress to provide additional funds, if necessary, 
+o meet the interest and principal requirements of 
the participation certificates. 

FEDERAL ASSETS LIQUIDATION TRUST 
STATFMENT OF INCCW AN” FWErl5E 

$1,9&,'~2.272 
23,507,";',5 

LF,858,006 
to.167 

2,462, ,E~.OOO 

94*197,517 
11,400 

2.462.968.000 

Interest earned on obligation; :uhjecf tc tru t ....... jS2.Ojq.128 
Less service fees retained by trustors ................ 7,12Q,21? $78,?1%115 
incone frcm i..vestments ............................... 2Z,90P,RN 

,37,y 7,‘:‘) 

EXPENSE 

Premiums on investments - amortized portion........... 
Service charges - Federal Reserve Dank................ 
Administratik - Trustee .............................. 4C.610 
Printing and puhlicstion .............................. .-. ‘R? 
Intere5t on participation certificate: ............... ;&+.‘;:,02& 

Net ;nc.qne from operations allocated to trustors .... 2'r,P7s,?cG 

STATEMENT OF SOURCES AND APPLICATION Or FIJNDS 

Fiscal Year Ended June 30, 1971 

SWRCES OF FUNDS 

Liauidation of obligation subject to trust- 
principal .3r1* interest net . . . . . . . . . . . . . . . . . ...* 

Rece;“sble from ‘r~sto,-s . . . . . . . . . . . . . . . . . . . . . . . . 
\iauif!ation of investments . . . . . . . . . . . . . . . . . . . . . . 
Deficiency collection: (inferest) . . . . . . . ..a..-.. 

8249,006.940 

APPCICAT ION OF FUNDS 

Purchase of investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Net change in accrued interest payable . . . . . . . . . . . . . . . . . 
Retirement of participation certi4icstes ..,............ 
Net change in miscellsneous assets and Iiabilitieq..... 
Net loss frcrr operatron................................ 



Obligations subject io trust: 

Unpaid principal.................................... 
Accrued interest-net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Receivable frvm trustcrs: 
Principal collections............................... 
interest collections................................ 

Participation certificates outstanding: 
Principal ........................................... 
Accrued interest .................................... 

Trustors’ subordinated reversionary interest: 
Balance July 1. 1970 ................................ 
Net reduction in obligations subject to trust ....... 
Allocation of net 1055 .............................. 
Deficiency collections (interest) ................... 

Distribution of incane and expense: 
Net income on obligations subject to trust .......... 
Interest accrued on participation certificate....... 

Income fran investments ............................. 
Expense of trust operations ......................... 

6NMbSAF 

287,211 
LLLE 
2yyy3J 

(166) 

(C,322) 

Z) 

(7m5) 

(5.822) 

Government Natlonel Mortgage A%sociation 

FEDERAL ASSETS LIQUIDATION TRUST 

SCHEDULE 3F FINANCIAL DETAILS 

GNfvA\-ML 

?2y6,6os :207,74s 
1.110 3 

m ?os,ooz 

299.343 
-!id.72 

223,918 
A.J?!i 

p&g 227,704 

28,622 7.2:: 
3’9 

(232) 

VA FIiDA 

31:7,RiO 
16,416 

194,286 

;,e11 
-7.7l 
s 

293.032 
a 

297.907 

7.665 
M 

(8.173) 

6,955 
p90 

(1,508) 

2. &3,7!2 

158, SOi 
(li.~b,) 
(2’4 076) 
& 

23.999 
-L.&B 

(z&J&) 



w 
WI 

Government National Mortgage Association 

FEDERAL ASSETS L IQUICAT ION TRUST 

SUh%?uRY OF CBLIGATIONS SUBJECT TO TRUST AND RELATED PARTICIPATION CERT IF KATE5 

Obtigatians subject to trust: 
Unpaid principal at beginning of period . . . . . . . . . . . $276.927.317 
Additions ......................................... 
Withdrawals ....................................... 
Liquidations ...................................... 
Unpaid principal at June 30, 1971 ................. 

Unpaid principal at beginning of period ........... 
Additions ......................................... 
ivithdrawsls ....................................... 
Liquidaiions ...................................... 
Unpaid principal at June 30, 1371 ................. 

Participation certificates! 

19,642,876 sLF9.w 
257,o84,441 256,605,418 

256.837>7@ 
45.026.369 

2 7,010 
{ 't&5 2.623 

257.ot34.441 

467.580.181 
'3.3Qo 

210.986.06~ 
256.6o5.4r.S 

Pi-inc’ioal at face value: 
Issued Ja”“ary 19. 1967 ........................ 100,000*000 
Issued April 5, 1967 ........................... 100,000.000 
I=rued June 29, 1967 ........................... 100,000,000 
I-sued A&~-it 8, 1966 ........................... 
Psld or refired ................................ 12.769 . 000 
Outstanding at June 30, 1971 .. . ................ 287,271,000 

Interest payable: 
Outstanding at beginning of period ............. b76g.435 
Pccru-d ........................................ 
Liquidated ..................................... 

;5m45';$ 

htstmding at June 30, 1’371 ................... t777:W 

Accrued ........................................ 65.692.467 
Lfcuidated ..................................... 60,914.784 
Outstanding at June 30, 1971 .................... 4.777~683 

Series A-1772 - l982-k~~ed I-19-67 
series s-1969 - lgP?-issu?d 4-5-67 
Series C-1969 - 1972~issued 6-q-67 
Series D-1973-is+ued 4-g-66 

GNMA-N&L 

$293,595,25’ 

365,000,000 
50.000.000 
25.000.000 

14o.by.ooo 
299.343,GGO 

a7.055.10: 
s2,075,%t 

%9?9.i16 

Int. Rate 

c.20 
4.75 
5.25 
6.45 

VA SI?A FHDA 
Fiscal Year Ended June 30. 1971 

$“;,;j;;,;~& $‘:‘+;$?,;‘R$ $246,827, 60 

r:s59:349 1g:f34:221 
2 (8.4). 0%) 

j.W-b!20 
14,085,431 SO.5579222 64p257.451 

2007.7'~7,896 465.619,569 177.850.185 
Cum, tat ive December 1, 1966 tllroug~ Ju"? 

157.472.05i 162.921.913 l?q.o%36g 
136.452.x1? 8?4,5bo.466 450,910,91i 

25.08?,350 1~5,53~.4~4 16.662.233 
61,069,132 396.327.326 4ydw.g63 

2G7.?47,F~6 W.619,569 177*wb~@j 

100.000.000 155.000.000 170,900,300 
75.000.000 175,000,000 220.000.000 
85.000.000 1y0.000.000 210.000.D00 

330,000,000 
2:3;:::%: 60::~75,000 246 125,000 3o6.968.ooo 

2%,032.OO’J 
Fiscal Year Ended June ‘,O, 1’971 

3.721.G55 
12.105.867 
12,101,103 

3.725.822 
Cumulative 
54.4!3.5% 
50~707.723 

3.725.822 

4,z3&3,5~0 
15,83blYl 
1 .852,151 

;: .874.5W 

1.566.001 .%79%799 38.759.og! 
yg ;;; 2&55r,g97 125.935.OGG 

1.568:740 . 28,555,258 8.787.438 12:,9!5.000 ?3*759,0@33 
90. 1971 

22,20?,67P 175.‘17:.791 
93/%.95r: 

r,569,74G 
126,690, 53 

614.687.349 

8,787. 2 38 
575.928. ~7% 

YP759,W 

Face A”x,u”t Maturity ht. fl+te Face Amcvnt Raturity Int. Rate face Amount 

$95,m~.ooo f~o1,h,r9,oco $2.19~,196.163 
2,785.~00 17.0'41.109 
4.051.600 ~0,401.6?0 

?,202.600 ?t.408*000 217 43,473 
p,610,40G ‘176.37%. 200 I .13 /, -7 142.10’) 

7o* 1371 
63,0'3,000 
4o,c3o.o:Q 

:.C~2,6so m2.895,boo 1,j6o,Pb,ro7 
93,61o,!roo 47~,974,200 1.937.492,lW 

60.00G.000 15c,cw,ooo 1,100,000,000 
15.00n.0o0 zbs,oco,ooo 900,000.000 
25,OOC.OOO 265,000,0r?o 900.000~000 

~5c,000.000 
~,6~5.000 

'j'J,W5,000 
151.744.000 
s28.256.000 

900.000.000 
2,:jo.oon.ooo 

$27~,Goo,ooo 1-19-77 5.20 3275,OOC,o?G 1-i 2-2 5.70 3:jc,ooo,ooo 
4~0,000,000 5.00 250.000,GOO 4- b-87 j.13 200.000.000 
45o.ooo.ooc 5.50 4~0,00~,0~? 
373.000.0cfi 



Government National Mortaaae Associetion VT -~ I -  

FEDERAL ASSETS FINANCING TRUST 
STATEMENT OF COW IT ION STATEMENT OF INCMhE AND EXPENSE 

June 30, 1971 Fiscal Year Ended June 30, 1971 

g-  

a 

ASSETS INCCEnE 
s 

Obligations subject to trust: M 
Principal.......................................... $2,‘ie+,023,074 interest earned on obligations subject to trust.... 1115.979.123 

accrued interest receivable -  net..........,....... 14.420.810 $',4~3",4&~~~ ~e5~ service fees retained by trustors............. 5.4~8.226 Id 
Receivable from trustors............................. 

76:073:06> 

inccme from i”“eptment~............................ 
813ogL;g 

5. 9. N 
Investments at cost plus urrnatured net earnings...... 
Cash on deposit with the United States Treasury....... 406.17h ly5,7'~0.3~ 

1IAEIlITIES ANO EQUITIES 

Participation certificates cwtstanding: 

Principal .......................................... 
Accrued fnterest ....................... ............ 

2,4~5,~*~000 
9. 93,715 2.514.093.715 

Trustors’ subordinated reversionary interests: 
Beginning balance at July I, 1970 60,7&3,304 
Net reduction in obligations subject to trust ...... (4, 62.067) 
Allocation of net loss ............................. % (61, 3.~2) 
Deficiency collections . interest .................. 5  .. 54,110,974 

Accmnts payable ..................................... 9,500 

2.568.214.189 

Premiums on investments . amortization portion ..... 
Service charges . Federal Reserve Bank ............. 
Administrative . Trustee ........................... 
Printing and publicatlan ........................... 
Interest an oarticipation certificates ............. 

Net income from operations allocated trustors .... 

73.759 
115,4Rl 
6yg6 

197,556:64; 
,97.700.2C~ 

~61.459.902) 

Notes; A definite annual sppropriation has been enacted by 
the United States Congress to provide additional 

funds, if necessery, to meet the interest and princtpal 
requirements of the participation certificates. 

STATEMENT OF SWRCES AND APPLICATION OF FUNDS 

Fiscal Year Ended June 30, 1971 

SLWRCES OF FUNDS 

Liquidatfon of obligations subject to trust -  principal 
and interest -  net........................,............ 

Receivable fran trustors . . . . . . . . . . . . . . . . . . . . . . ..*........ 
Liquidation of investments............................... 
Deficiency collections -  interest........................ 

$1,153,9 1,865 
k 592.1 ,167 

59.784.65q 

1.805.862.691 

APPL ICAT ION OF FUNDS 

Purchase of investments............................. 
Retirement of participation certificates............ 
Net change In accrued interest payable . . . . . . . . . . . . . . 
Net change in miscellaneious assets and liabilities. 
Net loss fran operation............................. 

$  5&.26Z,j28 
1,1~5,000.000 

24,86;j,S76 

274.585 
61,459.?02 

I ,805,862,6q1 



L JL 

Government National Mortgage Association 

FEDERAL ASSETS FINANCING TRUST 

Obligations subject to trust: 

Unpaid princioal..............,............... 
Accrued interest-net.......................... 

Receivable from trustors: 
Principal collections......................... 
Interest collections........................,. 

Participation certificates outstanding: 
Principal.........................,........... 
Accrued interest.............................. 

w Trustors* subordinated reversionary interest: 
4 Evdtance July 1, 197:............................ 

Net r=duction in obligations subject to trust... 
4Ilbcation of net lo**.......................... 
Deficiency collections (interest)............... 

Distribution of inccme and expense: 
Net incam on obligations subject to trust...... 
interest accrued on participation certificates.. 

Incane frcm investments ......................... 
Exoense of trust operations ..................... 

GNAW-SAF GNM-ML VA 

7,635 
14,281 

(6,646) 
256 
lo 

(6.400) 

2,100 4,526 
A!72 3LiE 
3.ooo 8,108 

755.310 
14.105 

7h9.415 

1,842 

(5.651) 
2d.!2 

A!E) 

24,111 
602 

E.2' 
2&f&2 

11,468 
L72.2i2 
(6.504) 

866 
-15 

&,&) 

Schedule of Financial Details 

Trustors 

SBA 

@7,929 
:16 

g3J& 

1.3 9 
% -322 

1J39 

97.439 
m 

89,106 

8,518 

c5& 

-ilaa 

$g 

(1.225) 
666 

7 

&&) 

FHOA HEW 

W&354 $109,219 
_?6,280 -3.292 
u m 

144 
59 

111 

111,403 
-!iz.!a 
m-& 

1.536 

(3,462) 
-3LYs 

-19z9 

3,420 
6~19 

PI.5591 
102 

Q& 

TOi*L 

$2.474,02! 
7,4,421 

2.wJe.444 

2,465,000 
4y,o94 

2.514.094 

60,74E 
(4,962) 

(61,460) 
222tz.5 
J4.111 

130.?91 
w 

(67,161) 

5.s49 
14'1 

(G1,':60) 



Government Nat ional Mortgage Association 

FEDERAL ASSETS FINANCING TRUST 

SHRY OF OBLIGATIONS SUBJECT TO TRUST AND RELATED PA,,TICIPATION CERTIFICATES 

GNMA-SAF GNMA-M&L 

$232,1Oj,29’i $291.927.389 

7.967.070 
224, I 36,224 

25.406.053 
266.521.336 

125,026,545 
125~749,449 

260639,770 
224.136.224 

356.335*245 
10.000 

g9m3;909 
266,521,336 

125.000.000 
125.000.000 

2319 5,000 
226,o 5,000 2 

90,000,000 
125,000,000 
140.000,000 

80,721,000 
274.279,OOO 

4,72&j= 
14,280,925 
14,789,642 

4,219,605 

6.166,399 
17,972,136 

';:?%;:fg 

maturity 

2-l I-70 
2- l-71 
4- g-71 
8-l 4-78 

63r797,g64 
v.6 0,499 

z 5.1 7,365 

ht. Rate 

VA SEA Ft!DA HEW Hue 

Fiscal Year Ended June =,O. 1971 

WO2,47~,,~78 $107,545,09S 
2o,7o5,523 
20,103.66 
399536,35 t 

;,;;;,g 

763t536.382 
,q:64q:y31 
87,929,372 

$456,795,218 $112.554,615 

3.335.303 
109,219,312 

$1,585,06?.194 
17,671,ooo 
19,g51,9g9 

965.054.552 
‘37.g26.653 

Obligations subject to trust: 
Unpaid principal at beginning of period ........... 
Additions ......................................... 
WIthdrawsIs ....................................... 
Llquldations ........................................ 
Unpaid principal at June 30, 1971 ................. 

Unpaid principal at beginning of period ............. 
Addltlons ........................................... 
Withdrawals ....................................... 
Llsuidations ...................................... 
Unpaid principal at June 30. 1971 ................. 

Participation certificates: 
Principal at face value: 

Issued December 11, 1967 ........................ 
Issued January 30, 1968 ......................... 
Issued April g, 196g ............................ 
Issued August 12, ,968 .......................... 

f’atd or retfred ................................. 
hrlstanding at June 30, 1971 .................... 

1.14 ,473,525 
2 2.43 ,073.074 

401,397,7Q4 1,009.139.276 
1,421,275,llL3 

41.70%734 
!r455.0%07" 

1,163.137.435 
1~1.~66.021 

6171826,653 
1.848,598,251 
2.434.o2L074 

Cumulative December 1, 1966 
181,719,460 100.'+95,027 
796.335.37 86,417.935 
lo5e799.20 z 29,303,368 
110,7*“,253 
763.536.w 

69,680,222 
87.929.372 

through June 30, 
175.50o.540 

1971 
25.000,000 

576,922,gol 
4.7'44.715 

90,012,14j 

382.824.831 
364.853.795 

5.792.831 
'oY.219~312 

175.000.000 100,000,000 
250.000.000 
165.000.000 
260.000.000 

q4,6qo,ooo 
50.000.000 
62 61,000 

755.310.000 3 87, 39,000 

175,000,000 25.000,000 
225.000.000 30,000,000 
125,000,000 45.000.000 
225.000.000 15.000.000 

4-00.000.000 1 ,ooo,ooo.ooo 
530,000,000 1,250.000,000 
210.000.000 
640,000,ooo 

670.000,000 

1,161.475.000 
1.330,000,000 

618.525,ooo 
1,785,000.000 
2,465,000,000 

35~;ool;ooo 
391r999rOOO 

,,fi 97;ooo 
50 . 3,000 

Fiscal Year Ended June 30. 1971 
Interest payable: 

Outstanding at beginning of period ............. 
Accrued ........................................ 
Uetda_ted ............................... A-.-. 
Outstanding at June 30, 1971 ................... 

16.071.504 
48,166,110 
50.152.059 
14.105.555 

Cumulative Oecenber 

32,291,120 

through June 30, 1971 

125r773.764 
I 1 g, t 23.086 

23bwYl9 

7. 50,678 
21,372,206 

31%5lg.gs9 
304,0&3,04i3 

2,072,713 14,430,~41 

Accrued ........................................ 
Liquidsted ..................................... 
Outstanding at June 30, 1971 ...... ..= .......... 

I 65,288,741 
151,183,186 

27,og5,949 

14PlO5.555 
25,41%99' 

1,666,959 

776.327.337 
727,233,622 

49,093,715 

Face Amount Maturity Int. Rate Face Amount 
ISSUeS: 

Series A 
series B 

- 1g70-1987 - 12-11-67 
- 197l-lg~8 - r-30&3 

series c - 1971-1988 - 4- fL6a 
Series D - ‘g&,q86 - 8-12-68 

$650,000,000 12-1 I -a7 6.40 $350,000,000 
800.000,000 2- l-88 450.000,000 
335,000,000 4- 8-88 335,000,000 - 
500,000,000 8-l 2-a 6.20 830.000.000 



GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 

Notes to Financial Statements 

GENERAL 

The financial data in the schedules identified as the 
Combined Balance Sheet and the Combined Statement of Earn- 
ings are related only to operations conducted in the special 
assistance functions, the management and liquidating func- 
tions, and the mortgage-backed securities guaranty program. 
Excluded from these schedules are financial data pertaining 
to the activity as trustee for the Government Mortgage Liq- 
uidation Trust (GMLT), the Small Business Obligations Trust 
(SBOT), the Federal Assets Liquidation Trust (FALT), and the 
Federal Assets Financing Trust (FAFT). Information appli- 
cable to these trusts is provided in separate schedules. 

As trustee for GMLT, SBOT, FALT, and FAFT, GNMA has 
legal title to all trust assets. Additionally, by virtue 
of a separate guaranty in its regular corporate capacity, 
GNMA is contingently liable for the timely payment of prin- 
cipal and interest due to the trust beneficiaries. The ex- 
tent of trust liabilities is reflected in the trust sched- 
ules. With respect to FALT and FAFT, the United States 
Congress has authorized appropriations to meet trust obliga- 
tions, as may be necessary. Financial data in the trust 
schedules has been provided, tin substantial part, by the 
trustor Federal agencies having custody, control and adminis- 
tration of the obligations subject to the trusts. 

CONTINGENT LIABILITY AS GUtiTOR 
OF MORTGAGE-BACKED SECURITIES 

GNMA is contingently liable pursuant to its guaranty of 
timely payment of principal and interest to holders of 
mortgage-backed securities, These securities are issued by 
financial organizations, and are based upon, and backed by, 
pools of FHA-insured and VA-guaranteed mortgage loans. The 
extent of outstanding guaranties is shown in schedule 8. 
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TRUST AND DEPOSIT LIABILITIES 
(SCHEDULE 1) 

The balance identified as trust and deposit liabilities 
includes only the portion of mortgage tax and insurance pay- 
ment deposits that are held directly by GNMA. GNMA is also 
responsible for payments by servicing contractors of taxes 
and insurance from mortgagors ' funds held in escrow in banks 
insured by the Federal Deposit Insurance Corporation: 
$25,649,562 at June 30, 1971; $23,455,790 at June 30, 1970. 

MORTGAGE PRINCIPAL AND INTEREST 
COLLECTIONS AWAITING REMITTANCE 
TO TRUSTEE FOR GMLT, FALT, AND FAFT 
(SCHEDULES 1, 3, and 5) 

The balance identified as accounts payable and accrued 
liabilities includes principal and interest collections 
estimated for June on mortgages administered for GMLT, FALT, 
and FAFT. Such collections, amounting to $6,900,000 in 
special assistance functions and $$,lOO,OOO in management 
and liquidating functions have been paid over to the trustee 
during July. 

UNPAID PRINCIPAL OF MORTGAGE LOANS 
(SCHEDULES 1, 3, and 5) 

The unpaid principal of mortgage loans, including mort- 
gages subject to GMLT, FALT, and FAFT is reported at cost on 
the basis of unpaid principal less unrealized/purchase dis- 
count. The following are the amounts of unpaid principal 
that are due from the mortgage debtors: 

Combined Fminsured and 
VA-guaranteed $5,275,013,713 

Special assistance 
functions FHA-insured and 

VA-guaranteed 3,552,453,573 

Management and 
liquidating functions FHA-insured and 

VA-guaranteed 1,722,560,140 
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OTHER BARTICIPATI~N EQUITIES 
(SGHEDULES,~ AND 3) 

The principal reduction.(other than GMLT, FALT, or FAFT) 
identified as other participation equities represents a 40 
percent interest in an PI-IA-insured mortgage loan that was 
sold by GNMA to a private investor. GNMA has administrative 
responsibility for servicing the loan account, and for pay- 
ing to the participation owner the proportionate share of 
principal: repayments and interest earnings as collections are 
effected. 

ADMINISTRATIVE EXPENSES 
(sG~~QEDuLES 2, 4 AND 6) 

The amounts reported for administrative expenses in- 
clude costs in connection with the custody, control and ad- 
ministration of special assistance functions and management 
and liquidating functions mortgages subject to GMLT, FALT, 
and FAFT, but do not include trusteeship expenses for these 
trusts or for the SBOT. 

Administrative expense totals also include amounts al- 
located to GNMA by the Federal National Mortgage Association 
in connection with functional services furnished by FNMA in 
processing mortgage purchase transactions and in mortgage 
loan servicing, These allocations are made on a shared-cost 
basis, and amounted to $1,763,917 for the first half of the 
fiscal year (July through December), and estimated charges 
of $1,800,000 for the second half (January through June). 
Second half charges are subject to adjustment upon comple- 
tion of cost analysis. 

OPERATING LOSSES 
(SGHEDULES 2 AND 4) 

Operating losses reflected in the statements of earn- 
ings are attributable to the financing costs in excess of 
revenues of FH&insured section 221(d)(3) mortgages bearing 
interest at below market rates , generally at 3 percent but 
as high as 3-7/8 percent. Approximately $55,4Ol,OOO of ex- 
cess interest is involved, of which $10,654,000 is related 
to mortgages subject to participation sales trusts FALT and 
FAFT and of which $44,747,000 is related to special assistance 
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functions. The total of $55,401,000 compares to similar 
excess ccsts of $37,294,000 experienced in fiscal year 1970. 

NOT INCLUDED IN FINANCIAL STATEMENTS 

Commitments to purchase mortgage 
loans at future delivery dates 

In addition to the mortgage principal presently included 
in the accounts, GNMA has issued advance commitments or made 
administrative reservations in connection with future pur- 
chase of mortgage principal aggregating $1,616,254,000. 

’ 
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APPENDIX I 

PRINCIPAL OFFICIALS 

RESPONSIBLE FOR THE ACTIVITIES 

DISCUSSED IN THIS REPORT 

Tenure of office 
From I& 

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 

SECRETARY OF HOUSING AND URBAN DE- 
VELOPMENT: 

George W. Romney Jan. 1969 Present 

GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 

PRESIDENT: 
Woodward Kingman July 1969 

EXECUTIVE VICE PRESIDENT: 
Richard C. Dyas Mar. 1970 

VICE PRESIDENT--FISCAL MANAGEMENT: 
John L. Burke Apr. 1970 

SECRETARY-TREASURER: 
Albert J. Fulner, Jr. D@C. 1968 

Present 

Present 

Present 

Present 

U.S. GAO, Wash.. D.C. 
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Copies of this report are available from the 
U. S. General Accounting Office, Room 6417, 
441 G Street, N W., Washington, D.C., 20548. 

Copies are provided without charge to Mem- 
bers of Congress, congressional committee 
staff members, Government officials, members 
of the press, college libraries, faculty mem- 
bers and students. The price to the general 
public is $1 .OO a copy. Orders should be ac- 
companied by cash or check. 
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