) 50114

A

L9

Examination Of Financial Statements
Of The Government National Mortgage
Association For Fiscal Year 1971 ......

Department of Housing and Urban Development

BY THE COMPTROLLER GENERAL
OF THE UNITED STATES

70161 @?égQBZ JUHEZO, 1972

o .-




Y

COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D.C. 20548

B-114828 %%S‘

To the President of the Senate and the
Speaker of the House of Representatives

This is our report on the examination of financial statements
of the Government National Mortgage Association, Department of
Housing and Urban Development, for the fiscal year ended June 30,
1971,

Our examination was made pursuant to the Government Cor-
poration Control Act (31 U.S.C, 841),

Copies of this report are being sent to the Director, Office
of Management and Budget; the Secretary of the Treasury; the
Secretary of Housing and Urban Development; and the President,
Government National Mortgage Association,

T (A, it

Comptroller General
of the United States



DIGEST
CHAPTER
1

2

6

7

Contents

INTRODUCTION

SPECIAL ASSISTANCE FUNCTIONS

MANAGEMENT AND LIQUIDATING FUNCTIONS

MORTGAGE- BACKED SECURITIES GUARANTY PROGRAM

TRUSTEE OPERATIONS
Government Mortgage Liquidation Trust
Small Business Obligations Trust
Federal Assets Liquidation Trust
Federal Assets Financing Trust

SCOPE OF EXAMINATION

OPINION ON FINANCIAL STATEMENTS

FINANCIAL STATEMENTS

Schedule

~ W N =

(8

Government National Mortgage Association
Combined balance sheet
Combined statement of earnings
Special assistance functions
Balance sheet
Statement of earnings
Management and liquidating functions
Balance sheet
Statement of earnings
Statement of sources and application of
funds, fiscal year 1971
Mortgage-backed securities guaranty
program
Balance sheet
Statement of earnings

Analysis of guaranties at June 30,
1971

12

15
16
16
17
17

19

20

21
22
23
23
24

25
26

27
28
28
29



Schedule

10
10

10

10

11
11
11

11
11

12
12
12

12
12

Government Mortgage Liquidation Trust
Statement of condition, June 30, 1971
Statement of income and expense, fiscal
year ended Jume 30, 1971

Statement of sources and application of
funds, fiscal year ended June 30,
1971

Schedule of financial details

Summary of obligations subject to trust
and related participation certificates
Small Business Obligations Trust
Statement of condition, June 30, 1971
Statement of income and expense, fiscal
year ended June 30, 1971

Statement of sources and application of
funds, fiscal year ended June 30,
1971

Summary of obligations subject to trust
and related participation certificates
Federal Assets Liquidation Trust
Statement of condition, June 30, 1971
Statement of income and expense, fiscal
year ended June 30, 1971

Statement of sources and application of
funds, fiscal year ended June 30,
1971

Schedule of financial details

Summary of obligations subject to trust
and related participation certificates
Federal Assets Financing Trust
Statement of condition, June 30, 1971
Statement of income and expense, fiscal
year ended June 30, 1971

Statement of sources and application of
funds, fiscal year ended June 30,
1971

Schedule of financial details

Summary of obligations subject to trust
and related participation certificates

Notes to financial statements

30
30
30
30
31
32

32

32
32
33
33
33
34
35
36
36
36
37

38
39



APPENDIX

I

FAFT
FALT
FHA

FHDA

FHIMC
FNMA
GAO
GMLT
GNMA
GNMA-M&L

GNMA- SAF

HUD
RFC
SBA
SBOT
VA

Page
Principal officials responsible for the ac-
tivities discussed in this report 43

ABBREVIATIONS

Federal Assets Financing Trust

Federal Assets Liquidation Trust

Federal Housing Administration

Farmers Home Administration, Department of Agricul-
ture

Federal Home Loan Mortgage Corporation

Federal National Mortgage Association

General Accounting Office

Government Mortgege Liquidation Trust

Government National Mortgage Association

Government National Mortgage Association--management
and liquidating functions

Government National Mortgage Association--special
assistance functions

Department of Health, Education, and Welfare

Department of Housing and Urban Development

Reconstruction Finance Corporation

Small Business Administration

Small Business Obligations Trust

Veterans Administration



" COMPTROLLER CENERAL'S EXAMINATION OF FINANCIAL STATEMENTS OF THE

REPORT TO THE CONGRESS / GOVERNMENT NATIONAL MORTGAGE ASSOCIATION B@?
FOR FISCAL YEAR 1971
2 Department of Housing and Urban Development 23
~ B-114828

DIGEST

WHY THE EXAMINATION WAS MADE

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 the tFusts for which 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.

MATTERS 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
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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
(FNMA) into two corporate entities. GNMA was established as
a Government-owned corporation to (1) conduct the predeces-
sor FNMA's special assistance and management and liquidating
functions, (2) act as trustee 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 GNMA 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 FNMA's secondary market operations. The new
FNMA 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 million 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



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,
I1linois; Dallas, Texas; Los Angeles, California; and Phila-
delphia, Pennsylvania, and through a fiscal agent office in
New York, N.Y.



CHAPTER 2

SPECIAL 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 GNMA'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 2,453.9 2,036.0

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



collected on mortgages conveyed to the trust, the special
assistance functions, 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.

An additional activity was added to the special assist-
ance functions by section 305(j) of the National Housing Act
of 1969 (12 U.S.C. 1720). Section 305(j) enabled the spe-
cial assistance functions to enter into commitments to pur-
chase mortgages insured by the Federal Housing Administra-~
tion (FHA) or guaranteed by the Veterans Administration (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 finmancing of housing with
a minimum purchase of mortgages and (2) provide a market in
which FHA-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 of such mortgages can set
the sales prices of the properties covered by the mortgages
to reflect the low discount costs.

The procedures that are followed in the operation of
the tandem plan depend upon whether the GNMA commitment in-
volves a mortgage which finances a Government-subsidized
property or an unsubsidized property. If a Govermment-
subsidized property is involved, GNMA'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 FNMA
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, GNMA 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



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, GNMA 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.



CHAPTER 3

MANAGEMENT AND LIQUIDATING FUNCTIONS

GNMA conducts its management and liquidating functions
under authority of sections 301(c) and 306 of the FNMA
Charter Act, as amended (12 U.S.C. 1716, 1721). These sec-
tions authorize GNMA to manage and liquidate federally owned
mortgage portfolios in an orderly manmer with a minimum
adverse effect on the home mortgage market. The management
and liquidation functions are authorized to purchase, ser-
vice, or sell any obligations offered by any Federal agency.

The act also provides that GNMA administer the trusts
formerly administered by FNMA under the management and
liquidating functions and serve as a fiduciary with respect
to mortgages or other types of obligations in which certain
designated departments of the United States have a finan-
cial interest.

Funds required for financing the management and liqui-
dating functions may be obtained through borrowings from
the Treasury, from repayment of mortgages in GNMA's manage-
ment and liquidating portfolio, and from operations. 1In
addition, when authorized by the Congress, funds may be
obtained through the sale of participation certificates in
mortgages conveyed to trusts in which the management and
liquidating functions participate. The Congress did not
authorize this type of financing in fiscal year 1971. Fi-
nancing through the sale of participating certificates is
more fully discussed on pages 15 through 18.

During fiscal year 1971, borrowings from the Treasury
totaled $531.3 million and borrowings repaid to the Treasury
totaled $584 million. The interest rate on funds borrowed
during fiscal year 1971 ranged from 5.125 to 7.875 percent.
At June 30, 1971, outstanding borrowings totaled $949.8 mil-
lien. '

In fiscal year 1971, the management and liquidating
functions had net earnings of $3.8 million from their own
operations and from trust operations.



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 unpaid
principal principal

(millions)

FHA mortgages purchased $ 18.5 $ 58.3
Mortgages repaid, foreclosed, o

and assigned - '57.6° 66.8
FHA and VA mortgages (at cost) in ,

portfolio at June 30 1,046.2° 1,085.3
HUD mortgages in portfolio at .

June 30 (note a) x 18.3 26.3
Defense Homes Corporation notes ‘ _ “

in portfolio at June 30 (note b) 13.5 15.2

aMortgages covering World War II Lanham 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). ‘

bDefense Homes Corporation mortgage loans transferred to
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. Outstanding participation certificates
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
trusts. In addition to remitting the principal and interest
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collected on mortgages conveyed to the trusts, the manage-
ment and liquidating functions, at the request of the trustee,
remitted $5.5 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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CHAPTER 4

MORTGAGE-BACKED SECURITIES GUARANTY PROGRAM

Section 306(g) of the National Housing Act (12 U.S.C.
1721) authorizes GNMA, for a reasonable fee, 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 GNMA's requirements.

Under regulations promulgated by the Secretary of HUD
on May 18, 1970 (24 F.R. 1665), the securities may be issued,
at the option of the issuer, 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, 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 through
monthly to the security owners. Under a straight pass-through
security, the owner is paid a proportionate share, less a
service charge, of the principal and interest collected by the
issuer on the mortgages in the pool no later than 15 days
.after the close of the month in which the collections are
made. Under a modified pass-through security, the owner is
paid a specified amount of principal and interest no later
than 15 days after the close of the month in which payment of
principal and interest on the mortgages backing the securities
is due, whether or not collected by the issuer. In addition,
a proportionate share of prepayments of mortgage principal
is also passed through to the security owners.

The regulations require issuers of pass-through securi-
ties to deliver to custodians, satisfactory to GNMA, the
mortgage notes and other principal documents representing the
mortgages in the pool, for safekeeping as collateral for the
GNMA guarantee. ‘

At June 30, 1971, 566 issues of pass-through-type securi-
ties having principal amounts of $2,043.5 million and accrued
interest of $13.3 million were outstanding. Thus GNMA's
guaranty outstanding on these pass-through securities amounted
to $2,056.8 million. According to the GNMA records examined
by us on a test basis, the principal of mortgages in the
pools held by custodians and the interest collections on
deposit in custodial accounts at June 30, 1971, amounted to
$2,061.7 million.

Insofar as we could determine, GNMA in fiscal year 1971,
for the most part, confined its audits of the records main-
tained by issuers or custodians relative to the guaranteed
mortgage-backed 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.
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Bond-type mortgage-backed securities may be issued in
registered or coupon form, bearing a fixed interest rate,
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 issuer, 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 FNMA and by the Federal Home Loan Mortgage Corpora-
tion (FHLMC). FHLMC, 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 FHIMC. The accrued interest on the FNMA and FHLMC bonds
amounted 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 FHILMC
had issued were guaranteed by GNMA, 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.

14



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
Bank, 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, GNMA 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 FNMA Charter Act, the agencies retained custody,
control, and administration of these mortgages and loans.
FNMA, 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 Govermment securities. Funds without fiscal year
limitation are available to the trustors under provision of
the Independent Offices Appropriation Act, 1967 (80 Stat.
663, 683), 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,

lo



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 million were redeemed in fiscal year 1971.

FEDERAL ASSETS LIQUIDATION TRUST

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 FNMA 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
Office 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.
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CHAPTER 6

SCOPE OF EXAMINATION

Our examination of GNMA'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 FNMA's and FHILMC's records per-
taining to the outstanding mortgage-backed securities guar-
anteed by GNMA,

Our 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 GNMA, the new FNMA, 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 GNMA 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 FINANCTAL 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. 1In
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
Governmment 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.
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' gEST NOCUMENT AYAIL ARTE

Government National Mortgage Association

COMBINED BALANCE SHEET

ASSETS

FHA-Tnsured and VA-guaranteed mortgages at COST ceeiesesescocncescsnosansscncens

Less principat subject to:
Government participat ion sales trust seisiesesossonosesssnsossscovsasessnscocsns
Dther participal ion eqUiTies seeseavesssescssrsssucsnonvsssncosesansasssncsonnsas

Direct mortgage loans transferred from HUD:
Unpaid prinCipal secesescsesesssecessoveassssassaacssscanassansase § 18,287,000
Less allowance fOr lOSSES sasocsasssssssssoscsssssssssnansasssvnne 5, 744,000
DHC purchase money notes transferred from RFC:
Unpaid prinCipal eseesesessseressscasssceasssansassacanssassacscas 13,483,000
Less unrealized eQUITY sesvsescscssssservssesssrassnscnncassssnsass 13,483,000

Equity in Government participstion sales trust ceccesecssesssssoncancescsssrnnsnse
Participation in construction 108N B8dVANCES sosesesvasscncssscssssssssensssssoane
Accrued interest receivable sesseensssrssssoessoroseatossssansassssseasacstosanses

Other receivables ceceeunsrsncsscssosssscsvensossvirsrsassnsesnasescnsctnsssossassnonse

Assets acquired through liquidation and claims in process.against FHA
and VA (Net of allowance fOr 1OSSES) weecsssesassssomsssssassrssssacsossnsancee
Property held for SAle .scoesvessesssosscesessnccsstsssnsresenstccasesosnsonnsoncs

CaSh tececencnenosesossossaseansonssvosaosenaseroressonvspssoscncssossencsioscnssns
FHA debentures « principal and accrued Interest ,ucecesesasessnscasencscassoneans
U.S. Treasury obiigations - principal and accrued interest ceesescevcesorsensssnes
Deferred charges and miSCe!l@NEOUS seeeserencssresnancsessssnscsnptasncancnenssra
Accrued guaranty fees recefvable - Mortgage Backed SecUrities coeesescaseassscses
Furniture and equipment, less accumuiated depreciation ssseseesecsccnsesarecancncs

e

LIABILITIES -

Liabilfttess .
Accrued interest payabie on notes 1o the U, S, Treasury ceesosasescsnssssesasne
Accounts payable and accrued |iabilities seeenseescsnssosssoscanssncsssonescen
Trust and deposit 17@bi!i1ie5 sesecensnonosovessansscnscssonnsssssassssnanssas

Deferred Credits seecssessssssacssacsccasosencasansrcassaseansnsasacsassnssone

Emp loyees' accrued annual 1@AVE ,ecoeescsoressssssansssncsssacsconnossanassase

. Investment of the United States Governments:

Notes payable to the Us Ss Treasury seecesoscoscsssesesesesssascsssascssncnoue
Retained earnings sceesssasscesoseosossnssosaesssvosossanssonssoscasnsossonsonne

Appropriation for Participation Sales Fund InsufficienCcies sesessesssssecesens
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SCHEDULE 1

June 30, 1971

$ 5,230,429,000

1,728, 389,000
1,979,000

3,500,061, 000

12,543,000

0~

e ——————r——

3,512,604,000

382,062,000
2,097,000
13,595,000
4,514,000

13,284,000
14,000

344, 000
2,621,000
654,000
2,157,000
142,000

$ 3,934,108,000

RS ST R

R d

103,051,000
18,888,000
97,556,000

78,000

219,573,000

l

$ 3,551,694,000
156,762,000
6,079,000

3,714,535,000

$ 3,934,108,000
fo—e e ]

June 30, 1970

$ 4,986,859,000

*1,863,546,000
1,993,000

3,121,%20,000

20, 548, 000

152,000

3, 142,620,000
366,110,000

12,846,000
4,550,000

8,546,000
20,000

658,000
208,000

2,829,000
10,000
12,000

$ 3,538,429,000

B

€
[+23
=
-
-
=
\Jl
<
o
Qo
o

25, 280,000

193,554,000

i

3,132,611,000
212, 264,000

3,344, 875,000

$ 3,538,429,000




SCHEDULE 2

Government National ﬁorfgage Association

COMBINED STATEMENT OF EARNINGS

Fiscal Year Ended Fiscal Year Ended

INCOME June 30, 1971 June 30, 1970

TNTEreSt sevessscssssssssecsessosessvsescssosscssessaresseresaessasosssnanns $ 161,483,000 $ 146,542,000
COMMITMENT FOES 4ucvuneerncsonnrscssososnstosssssssseestonsssssnasesnassnss 5,325,000 7,042,000
Purchase and Market ing feeS ceueeessessssssesssvessssosncssassscassavasanne 226,000 16,000
Purchase disCOUNtS rea!iZed cevssesesrsssesessscccsascancsecsscsscssoscennse 2,509,000 2,444, 000
fees under Morigege Backed Securities Program seeeesscossssensccses 1,260,000 57,000
OTNE 4o seosescsascsaerasnessasessssassansnssasssessoronserosssossnsnsanne 783,000 650,000
171,586,000 157,257,000
EXPENSE
Interest on notes to the U, S. TresSUry seseessssessecssssesssvessacsssnasns 209, 904,000 156,356,000
Discounts paid under Tandem PlanS secesssscssesccocssscacsascssssnssrsnsanas 2,887,000 215,000
Fees for servicing MOrfga0€S sueecseesesssssssosssusscasossassonscnsaoransse 8,129,000 8,241,000
Provision fOr 10SSES sueescesasssesecsnusanancssornsascncrsorsascesssasonne 789,000 867,000
AdMINTSTrat IVe weeeeassestesestssossceasscssssesscscsaaracsenccnssnsssnosse k4,287,000 3,551,000
OFNEr sasescsesecssncossstososssassorscrrcasesesssnsatosssssssasacnsacnonne 385,000 308,000
226,381,000 169,538,000
LOSS from Operat 1ONS eeesecsssesnssesasronsonsnensasessersesssnssnnssnssnsss (54, 795,000} (12,287,000)
Gain or {loss) from operations of Gavernment Obligation Perticipation
SIS TrUSTS seesseuosesussnonsssracsossonssanacnsasnaseanpsosoasscansass {977,000) (3+993,000)
Amortization of deferred charges and credits on sale of assets (net)
through Government Obligation Participation Sales Trust seevcesssasesscss (657,000) (glk, 000)
Realization of deferred credit acquired from RFC (Reorganization )
Plan Now 2, 1954) teueternvreanssocssssncssonsssessssosnssesnsnanssacnase 927,000
NEt 1055 4esossnsosersusssasosssssecssonsssatonanssssonseseressoronssranses $ (5%,502,000) $ (17,224,000)
e L — " —
Retained earnings at beginning Of Year ssesescesesssscessscsasssasssossonne $ 212,264,000 $ 229,488,000
Net loss for the tweive monthe’ pPeriod seecaser-sssevccesvassasocsnsnssscnce (55,502,000) (17,224,000)
Retained esrnings at end Of YEBr ceussversenssersensssassansscscsscsccnssse $ 156,762,000 $ 212,264,000
R ]

- BEST DOCUMENT AVAILABLE
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Governmeni National Mortgage Associalinn

Special Assistance Functions

BALANCE SHEET

ASSETS

FHA-Tnsured and VA.guaranteed mertgages at COST seeesasscssscassasncsosrascsse

Less principal subject to:
Government parifcipat ion $a1€C 1ruSts ceveceessonssscoersesasesnssarcssannne
Other participation eQUITTIES 4ieeiesvesescssrvssecvessosasassssncscnssassnne

Equity in Government participation saies trusis sicisesvessscenrssascsssscansns
Participation in construction 10an 280VaNCES sueeseessensssancsrsnssencsssannsny
Accrued interest receiveble csevecsesvaassrsrcarsnrcrnsorsnssssncesoncnsssoscans

Ofher receivVables 4uveaservessenensscsrossonsssancsnossasssesnassscsnoorsnnsas

Assets acquired through !iquidation and claims in process against FHA and
VA (Net of allowance for 10S5S€5) seseceseevonsssorrassscracsssssscvosassnenne
Property held for Sale sesasesavanessscsnoseseascassencssssonssncasssassanssse

Ca5N ueseonanescasseancsessosnncncncnosnssssonsocsassssosasnsnssscsesassnnses
FHA debentures « principal and accrued Interest ciesrcesesnessscscsvonsprsanes
Deferred charges and misCe!1aN@OUS ssueessesvesssnossoatssarncsososcensnanssen

LIABILITIES

Liabilitiess

Accrued interest payable on nofes to the U, 5, Treasury seeeessescrcsssasess
Accounts payable and accrued 1iabiiities seeeessencnsvascanseravasaonsosenoana
Trust and deposit 17aDilTti€S sesavsesssserencsssncsoscacsonsnssassancosnnsa

Deferred Credifs yeueeeesessssssnssarssestpsessosasscocsnssasnascscassancnose

Investment of the United States Governments

Notes payable to the U, S, Treasury ceeceesssercssessessccsconcossssancrcnns
Retained earnings sussessesesessseesasatsesnsasesssnsanssrassacsscssnsasssas

Appropriations for Participation Saies Fund Insufficienties cesesssesancanes
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SCHEDULE 3

June 30, 1971

-

2,548, 989,000

1,093, 128,000
1,979,000

B TS

2,457,882,000

292,272,000
2,097,000

. 8,822,000
Be 8“7’ 000

&,506,000
16,000

103,000
2,621,000
1,170,000

ot s,

2,775, 336,000
P ]

‘

R

9,391,000
66:988.000

!

153,383,000

l

2,601,934,000
13,940,000
6,079,000

i

2,621,953,000

P ——————

$ 2,775,336,000

o e —
et ey

June 70, 1970

$ 3,195,312,000

1,157,313,000
1,993,000

D

2,036,006, 000
277,857,000

1+505,000
7,858,000

2,586,000

10k, 000
208,000 °
1,559,000

B
3

$ 2,333,683,000
mp

w

RV 3 MR LA wt

A

60, 84k, 00k
14,530,000,
53,944,006

15,000

129,333,000

2,130,161,000
74,189,000

2,201, 350,000
$ 2,333,683,000

l
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Government Nationsl -Mortgage Association

Special Assistance Functions

STATEMENT OF EARNINGS

INCOME

INTEreSt cuesssosacsosesssasssaasssoocsssssssasssssssssssssososaonsencoea
Commitment and Oth@r FRCS eeescoescesssosonsscsossvastssssssosssosossnsse
Purchase and marketing fE€eS csescseccesesvssecscssosasssonrssoscscsssocas
Purchase discounts realized escseessessessssscssvsscscsscacasssssonsssscy

O1NET eesesesvassssssssssossesossstsosnsnorssassssassctstsansesessenocesssssna

EXPENSE

Interest on notes to the U, S, Treasury seeececescsecsercsssccsssccnsnns
Discounts paid under Tandem P1anS secssecesssscacsonsosscssscsosencsscas
Fees for Servicing morfgages e 838 0E 2000020000080 000000808P2CEERSSO00RCIISES
Provision for |OSSES .eeeescsssosessessessessacssesoscassrsossnonsssnssses
Adminisfrafive B9800 S00EN00s06CEsT PN TIIEEEreNsRARTIEOPIRUSOICTEITISENISILIOIRNIOETS

Ot Ner eosossscesssesasosesestscoeosocodeesssseterstacaisvosetessseeseesdd

Loss from operationS cecesesescescsassscssssesscasosesoranusscscascncornse

Gain or (loss) from operations of Government Obligation Participation
Sales TrustS eoesssescvscescssscecssossssotsecseanssscsvvsescsesaeccnsso

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

NET 10SS sseccsvssonsaseesaoesososcpecassssecsersesovsooscecscnsoncsssocnss

Retained earnings at beginning Of Y€8r cseessesescsacessssrversnccascnse
Net loss for, the twelve months® period sevessseasescsocecosenssconsesanes

Retained earnings at end Of Y€ar c.escecsseessoscseccssscsasssnssnsncnns

Fisca! Year Ended

June 30, 1971

$

$

$

90, 351,000
5,324,000
226,000
193,000
246,000

96, 340,000

150, 708,000
2,887,000
2,648,000

364,000
2,5&3,000
,000

159,156,000

(62,816,000)

2,940,000
(373,000)
(60, 249,000)

e ——————

74,189,000
(60,249,000)

13,940,000

p—— ]

Fiscal Year Ended
June 30, 1970

$ 74,419,000

7,041,000
516,000
150,000
196, 000

82,322,000

107,723,000
215,000
2,657,000
137,000
2,246,000
1,000

112,979,000

(30,657,000)

uhg, 000
(601,000)

(30,810,000)

104,999,000
(30,810,000)

$ 74,189,000

t INAIHOS



SCHEDULE 5

Goverrnment National Morigage Association

Mar.agement and Liquideting Functions

BALANCE SHEET

ASSETS June 30, 1971 June 30, 1970
FHA-insured and VA-guaranteed mortgages at COSt wesesesnencsresssosussesnsnncs $ 1,681,140,000 $ 1,791,547,000
Less principal subject to:
Government participstion 5ales trust ciseveeeeseessosnsavessnnsnossassossans 635,261,000 706,232,000
ettt
1,046,179,000 1,085,3%15,000
Direct mortgage loans transferred from HUD:
Unpaid prinCipal eevescesssssososcsossosessssassnssnsarssnnses $ 18,287,000
Less allowance fOr |OSSES seaeesecescosssssscasrssassossvsssne 5. 744,000 12,543,000 20,548,000
DHC purchase money notes fransferred from RFC:
Unpaid prinCipa! eueeessetesnsnscaonosassesosuassnenssssonesnone 1%, 483,000
Less unrealized eqUITY eeseseescreessncosssaonassassruosansons 13,483,000 -0« 752,000
1,058, 722,000 1,106,615,000
Equity in Government participation sales trusfs siiieoesssncsscsssncsssssasose 89,790,000 88,252,000
Accrued Tnterest receivable aeesetscserssssnessescosssrsantsossnssnsnasssesssons 773,000 5,341,000
Other receivables saceissssssssssssesssasscesnrsosinsrsrnvsassosssacsasssnsosans 4,290,000 3,562,000
Assets acquired through liquidation and claims in process sgainst FHA
and VA (Net of allowanCe fOr 10SS8S) ssesssecasstansevrnorasconsasosonsssesons 4,778,000 5,960,000
Property held for S81@ seesecsasvescevsvorsssccacrann ceesuee tereserrensesernen 18,000 19,000
CASN waeeonesnonoresancossssssnssenaensssssessasossotastonssnsssnsosssnnsvonen 100,000 554,000
Deferred charges and misCe! l8NEOUS seseosorentesosssoseonsanvonsseascsossoscnaseas 957,000 1,271,000
Furniture and equipment, less accumulated depreciation secesseccessscescssnane 32,000

LIABILITIES

Liabititiess

$ 1,163,458,00C

e

e ——— e

$ 1,211,606,000

AR S TR T

Accrued interest payable on notes to the U, S. Treasury veeesssresecvecesens ¢ 26,047,000 % 23,271,000
Accounts payable and accrued 1iabilities sevssesnsessssenccscsscceserncsnases 15,101,000 17,578,000
Trust and deposit 17abilities sesssesascsacssascesersscsssssorsssarascerenes 30,568,000 30,119,000
Emp loyees® accrued annual [€8VE seveeseevssasascsrossnsonsasecnssososossanss 78,000 81,000
71,79%,00C 71,049,000
Investment of the United States Government:

Notes payable 10 the U. S, Treasury seseeesessessoscssssessssersccesarsacsan 949, 760,000 1,002,450, 000
REtBiNed €8rNTNGS eseuessessasonaasesstorossassssonsessnsssssssesnarsssanses 141,904,000 138,107,000
1,091,664,000 1,140, 557,000

25

e m e

$ 1,163,458,000

Lo s e

i

$ 1,211,606,000

el e



et

000°¢/0L4g%1L ¢

000°819¢L
000‘Eeh‘h2l ¢

000“R0O6thL §

0004L61¢¢
000410185t &

ssevcmcncesocriacessoscsesseseeriensesos 4oah 40 pua 48 SBUjUIBS PBU|B4aY

sesscwoe ceeessen

* pojdad ,Syjuow anjam} ayy Joj sbujuues jay
*ecee 4epdh jo Bujuuibaq je sbujuses pauieiay

asssseses svesses

6

SCHEDULE

OOO-w_.m~M_, % OOOANQN-M mw eBe00sescrensecanan caesrcanas ssessseasveass mm:_r_\_bm JoN
OOOANNm LN N Y Y Y Y YR X ) Admmw mN .OZ ueid
uoj jezjuebaoay) D4y Wody paainbde §pasd pasdajap O UO}BZ]|EaY
(0004¢he) (0001192) T seeescwscesssee 1gny) 53| UO4RAEDLjaRg UOY 406 g0 juswUIBACY yBROaU}
(+2u) sjasse j0 8185 UO $}|PaJd pue sabieys paJdajap 30 uO| ez jJowy
AOOO-:.EPJV AOOO‘N—.msMV ®cssasacse seseesn sreeass * sysniy sajeg
uojljedis)jaed uojyeb)jgo jJuswuasAcg §O suoljesado wouy (ssoy) s0 ujeg
OOO-NO.:-WF OOOJ.N.O-N 9 P 0000 0E N taNEE s RN RN ERONEeRESEEtRGSS mc0m+0Lwao wo.4j mmcmc\_mw
0000l1 ‘9% 0004016799
OOO;@OW OOOnrwm L A R R N N R R N N NP E RS YT Y] LQ:*O
OOOawwN-_‘ OOO\NN.JAF . sesensesca scsseae .-...--v.....-...o.-.-..-o 9A }BUSIUIWPY
OOO-OMN OOO;M.NwN s0sesvssae sense ewsssw sesecsr 53550| J0j UO S| ACAd
000“4184 44 000° 18 %G AR AL vorre seeecee sabef)iow Bujojaies Joj saay
0004193k 000961 65 . seesvenee seesn Adnsesa| °S *M Byj O) S240U U0 4SaJd}U]
3SN3IX3
000°2l2rl 000°186°¢/)
OOOmej OOOQ@MD LA AR R R RN N ERERENEN I ENE N R N N N R I I I A N N N N S A SN RO A A A LWC.—O
OOO\J@N-N OOOnwpm-N €080 0000000 ERENI0IRINNLCE00EROtERIIRIRIETR pazi|ead m*CJOmeU aseydJnd
OOOQF OOO‘—. esonone casssnans IR RN E RN NN NN NN] mmmw LQE«.O UCU kcwsﬁmgu
OOOnNN—‘\NN % OOOanﬁu—«N @ secesenna [ERRFNN) S0 PR 020008 0800000 SRR ARRERALEN hWWLm.—CH
0lbl ‘0% sunf Lol 0% aunp IWOONI
papug Jeap |eds)4 papu3 Jeajp |eos|4
SONINYY3 40 LN3wW3Lvis
suojyoung Bujiepinbi pue juswabeuey
- uojjejoossy abebjJow jeUO} jBN jtaWUIBA0Y

26



LT

Government Natfiona! Mortgege Association
STATEMENT OF SOURCES AND APPLICATION OF FUNDS

Fiscal Year 1971

Speciat Management and Mor tgege-Backed
Assistance Liquidating Securities
Comb ined Funct fons Funct ions Pragram
Funds Provided
thortgage 11quidat 1oNSee.eesessocsescnnannssnsessscsossrocnasasnannssscassnsosnnssnons $ 166,231,000 $ 99,821,000 $ 66,410,000 $
Appropriations for Participation Certificate insufficiencieScsescrccscsevenssscccnans 6,079,000 6,079,000
Incomst
IN1erestecassscssdossessscncoe sesssssostensenarssessteresassuares 161,483,000 90, 351,000 71,128,000 4,000
Comml tment and ofhier feesesess 6,811,000 3 5,550,000 1,000 1,260,000
Purchase discount realized,csssescscoecaosesstssnstssstssrancsnanssssecsssscrotsans 2,509,000 193,000 2,316,000
Reaiization of deferred credits acquired from RFC
(Reorganization Plan No. 2, 1958} ceecsecscessssacrercesssaccacacsness . 927,000 927,000
DNy vsessnsoasacsarascmencsessssstoosssonassssnnsssesssscrosstasee . 783,000 246,000 536,000 1,000
Borrowingss
Fram the U, S. Treasury,eeeeceseonssssssnssessssncresssoncscsoonsosessstsscssssvens 12152,690,000 621,370,000 531,320,000
: 1:497,513,000 823,610,000 672,638,000 12265,000
Funds Applied
PUrchase of MOrtgaGaSe seassrecseoosssccsnsrannnsssensorasssssdossoseuanasnaassasssons 536, 214,000 517,697,000 18,517,000
Expenses
Interest on NOteS.eesessassscsassesensosonnsasscssaacoscsnese 209,90%, 000 150, 708,000 59, 196,000
Fees for servicing mort0eges.ecsessseacrorscanss secssssarsesssccessen 8,129,000 2,648,000 5,481,000
Discounts paid under Tandem PlanSevscececcosssee eeseuccvscsrstssos 2,887,000 2,887,000
Administrative,.. vossssanann 4,287,000 2,545,000 1,427,000 315,000
OINe e sessassrtacanssssesacvsssssesesas esrecvocasensennanas 1,174,000 368,000 806, 000
Loss or {gain) of trust operationSiecscssecsansseeancsncossssssseressssesscsaseosan 1,634,000 (2,567,000) 4,201,000
Repeyments of borrowings:
To the Us S. TreasulYeesesssscssessesssssssorssesscesnessossaarscansosssnsennases 133,607,000 149,597,000 584,010,000
Net change in other assets and 118bT17ti@S,eeesscesesscsconcvenss e {323,000) {273,000} (1,000,000) 950,000
R 13,000 823,610,000 672,638,000 1,265,000

BEST DOTHUMENT ay
COUMENT 4;»//‘.51!%81:5
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SCHEDULE 8 o YRN8

Government National Mortgage Association
Mortgage Backed Securities Guaranty Program

BALANCE SHEET

ASSETS June 30, 1971 June 30, 1
£ASN o ousnscceeconnsssssonsssrsosasorsessasoasosasssasesscosssocans $ 141,000 $
U, S, Treasury securities (at cost) principal and
accrued INterest seeeecsssssssnsccecssenssstvessonnssavanassassnoes SSM,OOO
Accrued guaranty fees receivable soussassssosscepsssacssrsscocsnans 142,000 10,000
937,000 10,000
LIABILITIES
Accounts payabie ecaeeneesecanaconessnasesasoncesssentacsascsrenes 19,000 42,000
Retained earnings reserved for losses and contingencies .oeoeovsess 918,000 (32,000)
$ 937,000 $ 10,000
STATEMENT OF EARNINGS
Fiscal Year Ended Fiscal Year Ended
INCOME R June 30, 1971 June 30, 1970
App | ication fees ccescoscsonssesscsoscoossnsvcssessasarcensacsecens $ 31,000 $ 45,000
Guaranfy RN e mmmInmmmmm T 52 ,000 12,000
Income from INVESIMENtS cecrecseccsnsssscesesssosssccssosscsosranse »000
MiSCe! IBNEOUS soeevcconasossoesssosnescnsenososesnssosoossctosunoscs 1,000
1,265,000 575000
EXPENSE
Administrative 0P 200090020060 0000000s0bssEEel BB iossNedsotodsonesss 315'000 59,000
Earnings (108s) from operations eesesssessosssenascasccossnronsnnse $ 950,000 $ (32,000)
SRR TRy
Retained earnings at beginning of year .eeecsccoscccsssscoscosacsos $ (32,000}
Net earnings {loss) for the twelve months® period sessssecscssssene 950,000 (32,000}
Retained earnings at end Of YE3r scsessoecssscessccascnacssascsssoa $ 918,000 $  (32,600)
STt f o s
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STATEMENT OF CONDITION

June 30, 1971
ASSETS
Obtigafions subject to trusts
PrinCipBlacesesecssassssassasonvosnssanssorsnnss
Accrued inferest receivable-net,ceesscecvesnacns

Government National Morigage Association
GOVERNMENT MORTGAGE LIQUIDATION TRUST

$1,500,626,71F
1,597,887

$1,50 225,002
16,758,011
*.7,721,656
12,582
1,868,31h, 891

LIABILITIES AND EQUITIES

Participation cerfificates<:
PrinCipalecesssnscsses
Accrued fnterestiseesscccssanscssosness

Trustor's subordinated reversionary inter
Beginning balance at July 1, 1971 00a0es
Net increase of obligations subject to trus
Allocation of net iNCOMEsssievssesssassssanases

Accounts nayable ,eueseesssessrasasessescresesssce

SOURCE OF FUNDS

Net income from operatioNS.eseessssassscovesccace

1,210,000,000

1

4,126,083 1,224,126,087

610,200,790
705,951
33,263,627 64l 169,968

18,800

1,868,314,851

STATEMENT OF INCOME AND EXPENSE
Fiscat Year Ended June 30, 1971

TNCOME

Interest earnei on obligations subject fo trust....
less cervice fees retained by trustorcscieeanvcvovas
Income from investmentc,ieassassnsovrsorsoasecnsoss

EXPENSE

Printing and oublication.iceseeocsson
Interest nn parficipation certificefesSsessecsascses

Net income from operations allocated to trustorea...

STATEMENT OF SOURCES AND APPLICATION OF FUNDS
Fiscal Year £nded June 30, 1971

APPLICATION OF FUNDS

$20,169, 778
-, 830,661

$72,3%9,077
22,365,164

U, 704, 21

419,785
77,184
25,092

2,968
60,919,587

61,410,614

77 9f7 5;1

$ 23,263,627 Purchase of investmentS,cecescsesssososoccscsssonas $497,589,87%
Liquidation of obligations subject to frust - Retirement of partficipation certificates, ~ 110,000,000
principal and inferestengtcssvesossesnssssenes $113,954,168 Net change in accrued interest paysbieseeeevesssses 1,372,917
Receivable from trustOrSeassacasscossasscene 296,829 11&,3&1,237 Net change in miscellaneous asseis and liabilities, 1 s
Liquidation of investments,.. cevevsebersnsses 461 gh2 608, 96k, 766
608,96, 766 .
SCHEDULE OF FIMANCIAL DETAILS (Doltars in ?housahds)
Trustors Trustors
GNMA- GNMA - VA Total GNMA- GNMA-~ VA Tots!
SAF &L SAF Ml
Obtigations subject to.fruste . i Trustors' subordinated revisionary
Unpaid principalesecses . $611,907 $112,134  $776,585 1,500,626 interest:
Accrued interestonet.,. . 2,322 457 820 3,599 Beginning balance July 1, 1970sv0veues $278,2Zu $57,787 $27ﬁ.189 $61o,2go
Allacation of net iNCOMEeeesssnnnnanns 15,161 3,221 14,882 33,264
b14.229 112,591 177505 1,508,225 Net increase of obligafions " .
j careevussesancnce 70 70
Receivable from trustors: subject to frust...
Principal collections. 2,700 700 6,818 10,218 293,385 61,008 289,777  E44,170
Interest COllectioNSaeseevsrasesess 2,400 500 32237 6,137 )
Distribution of income and expense:
2,100 1200 10,035 16:355 Net income on obiigations :
Participation certificates outstandings: subject 10 trust.,cesesansscssecssn 29,116 5,419 37,504 72,335
PrinCip8lececsssassasnsvansroocnses 456,010 €2,829 671,161 1,210,000 Interest accrued on participation
Accrued Interest..ceececeensssescns 5:317 911 1,838 14,126 Cortificatesavesescessaasssancansss 22,903 4,205 14,811 60,319
461,327 83,800 678,999 1,224,126 6,513 1,214 7,697 11,420
Income from investments.sea 8,852 2,03} 11,460 22,368
Expense of trust operafioNSeseecssaas 204 6 271 521
15,161 3,221 14,882 33,264

6 TINAFHOS
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SUMMARY OF OBLIGATIONS SUBJECT TO TRUST AND RELATED PARTICIPATION CERTIF ICATES

FHA-Insured and VA-guersnteed mortgngess - -

Unpaid principel at beginning of periocdascase
Addi$TONSueacacesconoeossonancscsscooocsasann
Withdrawsls,es sococonsssssssessosscoancaseoca
LiquidationSacceossseccssscaciososssoscooscas
Outstanding et June 30, 1971ccueooonscassosao

Participations certificates:

Principal at face values
Issued November 2, 1984, coccnsescecoonsaase
Tssued July 1, 1965,4es0cscasccnccasscsscos
1ssued December 1, 1965,000000000000casanne
Issued April 4, 1966.ecesuaceacccooonocansn
Issued June 23, 1986, 00ce0si000000000as0000
Paid or refired during periodesscssscescnec
Outstanding at June 30, 1971.cc0ovscceseusns

Inferest peyables
Qutstending =% beginning of periad cosoveos
ACCTUEd so0s0ecoecscsessoessesncasansnsaosso

LiquidBted csasosscnsscssecascescongnesiose

Ouistending at June 30, 971 euvavavsassnes

Issuess

Series A-1965-1974
[ssued Hovember 2, 196U

Serfes 821966-.1980
fssued July 1, 1965

Series C=1955-1980

Issued December 1, 1965

Series D~ 9967°ugs1

Issued April 4, 1956

Series E~1979-1981

Issued June 23, 1966

Government Nationai Mortgage Associstior

Government Mortgaege Liquidation Trust

Fiscal Year Ended June 30, 1971

Trustor GNMA
SAF HEL
$608,282,965  $120,709,128
36,375,945 8,574,814
611,907,020 112,134,114
38,105,000 9959,0CC
456,010,000 82,829,000
5,791,362 1,095,648
22,903,349 h,aos,ogg
23,377,149 4,330,0
5,317,562 970,679
Meturity Int, Rate
11165 %.1/8
11.1-66 4.1/8
112167 Yot sy
7-1-66 4378
7-1-67 h-gis
7-1-68 ho1/72
7-1-69 Yogs2
7-1-70 Yats2
12.1.86 4.5/8
12-1-67 4.5/8
122158 1.5/8
12.1-69 4,70
122170 U7
4167 40
L.1.68 5.45
h_1-69 5430
4a1-70 5.50
yoi-71 5.50
6-23-79 5,40

Trustor VA

$al, kﬁz 700
10,547, 754
9,841,803
68,573,270
776.~s 4381

61,936,000
671,161,000

8,611,990
33,811,161
34,585,309

7,837,842

face Amount

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

35,000,000
35,000,000
35,000,000
35,000,000
35,000,000

25,770,000
25,000,000
25,000,000
25,000,000
25,000,000

20,000,000
20,000,000
20,000,006
20,000,000
20,000,000

60,000,000

October 1, 1961 through June 30, 1971

Totel Trustor GNMA Trustor VA
SAF ML
$1, 613,&&& 79& T§heg, 115,729 4 204,646,817
10,547,75 72,073,962 5,866,754 1,09%,428,819
9,841,803 89,176,557
113,52u,oeq 288,282,671 63,732,440 433,313,698
1,500,626,715 611,907,020 112,124, 31k 776,585, 381
200,000,000 100,000, 000
120,008, 000 130,000,000 275,000,000
75,000, 000 300,000,000
160,000,000 250,900,000
120,000,000 60,000,000
110,000,000 218,990,000 47,171,000 212,839,000
1, 210,000,000 456,010,000 82,829,000 671,161,000
15,499,000 .
60,919,585 157,139, 34 29,988,844 228,431,073
62,292,502 151,821,782 29,018,165 220,593,231
14,126,083 5,317,562 970,673 T0837,842
Maturiiy Int, Rate Face Amount HMaturity Int, Rsate
11.1.68 Nat /s $30,00¢,000 11-1.71 L.z/8
11-1-69 Y1 /4 30,000,003 11.-1.72 Y_3/8
1121.70 g/l 30,000,000 11.1a73 L.v/8
1.1.70 Ya-78
T-1e71 Yet172 35,000,300 7-1-76 4172
T-1-72 Yat/2 25,000,000 7-1-77 Yois2
7-1-7 he122 35,000,000 7-1-78 Yo1/2
7-1-7 ho1s2 15,000,000 7-1-79 bai/2
7175 bo1/2 35,000,000 7-1-80 Y1/
12171 u,70 25,000,000 12-1-76 4,70
12-1.72 4,70 25,000,000 124177 4,70
12-1.73 4,70 25,000,000 12-1.78 L, 70
12-1-74 4,70 25,000,000 12173 % 7C
12-1-75 4,70 25,000,000 12-1-80 4,70
HufuT2 5.50 20,000,000 ba1a77 5.45
4.1.73 5.50 20,000,300 4o1.78 s.he
ho1.7l 5.50 20,000,000 o179 5435
4175 5.&0 20,000,000 h.1.80 5.30
Y176 5.45 20,000,000 1t 81 5.25
6-23-80 5.40 60,000,000 6-23.81 r.3/8

Totat

632,762,546
1,742,769, 575
89,176,557
785, 328, 809
1,%00,626,715

300,000, 000
525, 000, 000
375,000, 500
$10, 000,500
180,000, 000
580,000,000

1,210,000,C00

15,559, 261
401,237,178
14,126,083

Face Amount

$30,000, 000
30,090,000
10,000, 00G
0,006,000

5,000, 000
25,000,000
25,007,000
15,000,000
1%,000,000

25,000, 000
25,000, 000
25,000, 00
25,500,000
25,000,000

42,000, 00C
Y42,000,00C
12,000,000
42,000,000
12,000,000

60,000,000

i

gyl Y

6 TTAJAHOS



4

STATEMENT OF CONDITION
June 3C, 1971

ASSETS

Cash on deposit with the United States Treasury,..

LIABILITIES AND EQUITIES

Deposit for contingent 11abiliti€Secserssnsenvonse
Accounts payableessossescsasesesnscenssccecocoesn

STATEM
SOURCE OF FUNDS

Net income from operationSeescoessccsesscvcsoaas
Ligquidation of obiigatlions subject to
trustaprincipai and 'nterestenet.eecoseccensee
Receivable from trustoreacesceso
Liquidation of tnvestmentse.eo

$ 46,330.9Eu
csessvoseses  (31,619,845)

Government Nationa! Mortgage Association
SMALL BUSINESS OBLIGATIONS TRUST

STATEMENT OF INCOME AND EXPENSE
Fiscal Year Ended June 70, 1971

INCOME

$33,546 Interest earned on obligetions subject to trustiee.. $7,935,‘1L11
2de205 Less service fees retained by trustoryescessasocaces 3Y U6g $75590,942
Income from InvestmentSeoonseseovosossccsssssernsces 5,504,265
13,095,20
EXPENSE
$25,546 Premium on investment - amortized portionseeccvesces 136,284
-8'000 Service charges « Federal Reserve BaNKeceevesoesnsoa 31,150
b Administrative - Trusteesevoossessnasne 1,400
13,546 Printing and publicationosesesssssseneses 390
Interest on participation certificaleSessesssssccesas 32335,555
h,104, 779
Net income from operations allocated to trustors,, 8,990, 428
ENT OF SOURCES AND APPLICATION OF FUNDS
Fiscal Year Ended June 30, 1971
APPLICATION OF FUNDS
$ 8,930,428 Purchase of INvestmentSessssssosecssscesssssarsrsnen $103,638,2%1
Retirement of participation certificates, 70,000,000
Net change in accrued interest payableessessceconcsan 89,45
14,711,109 Net change in miscelliancous assets and liabilities,, {(574)
179,262,616 Surplus funds remitted 1O trustOrescsscccsssesecsens 29,237,051
202,964,153 202,964,153
SUMMARY COF OBLIGATIONS SUBJECT TO TRUST AND RELATED PARTICIPATION CERTIF ICATES
nded May 1, 1966- , Fiscal Year Ended May 1, 1966-

Fiscal Year E

dune 30, 1971

Sma!! Business Administration loanst

Unpaid principal at beginning of periodsesecsss $211, 74k, 867
Additionsaes 2’4'7-363
Withdrewsls, 3ol3,6u2
RepaymMeNtSesesscsences 46,287,594
Outstanding balance,ecasesasssevasosssecccenass 162,560,994
Participation certificates (issued June 23, 1966):

Principal at face value:

Outstanding at beginning of periodesascessssss 70,000,000

Issued during period (net proceeds fo
trustor $319,160,000)s00acs0snssossosn
Liquidated during periodeccccesassse

sseos
oo 0,000,000

Outstanding June 30, 1971cecccssscescescesencs -

June 30, 1971
Participation certificates{continued)s

June 30, 1971

$531,656,148 Interest payable:
62,453,914 Outstanding et beginning of periodes.. $  8g,4h5
54,622,153 Accrued during periodecescscssecosense 3.935.555
376,926,915 Liquidated during periodeesecses . »025,000
162,560,994 Outstending June 30, 1971seessrevansnn
Issues-Series A-1967-1971:
Maturity June 23, 1967-5,70%ccrcscsroses
June 23,
June 23,
dune 23,
350,000,000 June 23, 1971-5.75%F00cvserennan
350,000,000

Retired at maturity

BEST na-

:"ﬁi“] Ao

=

”fﬂﬁy .

i a
T

June 30, 1971

$60, 340,000
60,340,000

70,000,000
79,000,000
70,000,000
70,000,000
76,000,000

$350,000,000

e
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Government National Mortgage Association

FEDERAL ASSETS LIQUIDATION TRUST

STATEMENT OF CONDITION STATFMENT OF INCOME AND EYPENSE
June 30, 1971 tiscal Year fnded June 30, 17371
ASSETS INCOME
Obligations subject to trust:
PEiNCIRE s ssesssnnacassnssennaseanssvsnssnsssns $1,937,4%92,109 Interest earned on obligations suhject te tru t....e.. $85,0%9,128
Accrued interest receivable-net,. . 26,080,163 $1,96%,572,272 Less service fees retained by trustorsiasese.. . 7,320,218 $7%,918,915

e 23,507,545 Income from i1.vestmentSeovessvasensssnscscassereons

.e 23,908, 84}

Receivable from frustorseacsceccsccsconnse

Iavestments at cost pius unmatured net earnings.. . 17,858,006 102,717,775
Cash on deposit with fhe United Stater Treasury.. 20,167 e :
2,462, 1£8,000 EXPENSE
LIABILITIES AND EQUITIES Premiums on investments - amortized portioN,seeeceeesa 457,118
Carticipatton certiticates outstandings Service charges - Federal Reserve Bankiveveievvonansasns 52,664
PrinCipalacsscssssssssssssssansssssssnssssssves 253350,000,000 Administrative - Trustef.iciesesssescnnons cenavens ueE L F0
Accrued Taterest,iieiseesncsesescssocens ase 38,759,083 2,368,759,083 - Printing and publicotionsssesserserass . "L 0B8R
Trustors! subordinatc ! reversionary interes Interest on participation certificates,, PR 128 L1 (DL
Beginning balance ot July 1, 1970¢sesssescncacs 108,802, 262 106,01, EEF
Met reduction in cbligetions subject Yo trust,. (43,360,581) Net | . y -
- income from operations altocated to trustors.... g?i:(\z !’},Q
AL10COT 1ONueasssreosssnsesorsasnnsasssssossores (24,075,906) 0,200
Deficiency coliections-interest 22,831,742 94,197,517
ACCOUNTS PAYEDIC. s ervannveesaanasssasccsassavans 11,400
. 2,462,968,000 Bﬁ’:
Notes: An indefinite appropristion without fiscal year . ST DO;QU;!/’ =1
limitation has been enacted by the United Stafes sy ")

to meet the interest and principa!l requirements of

\J?
' )
Congress to provide additional funds, if necessery, V/qli ﬂQ, F

the participation certificates,

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

SOURCES OF FUNDS APPLICATION OF FUNDS
Licuidation of obligation subject to trust-

principat and inferest Netecascesscsrsecsnserce $245, 893,300 Purchase of InvestmentSeeevsesreensssnccsssonasasannrane $ue7,601,06%

Receivable from trustors .. 3,113,640 $249,006,940 Net change in accrued interest payable..

{iquicdation of investments .. ceee 208,789,571# Retirement of participation certi#icates,. wassene
Deticiency collections {inferest) .veecanasscasss 22,831,742 Net change in miscellaneous assets and tiabilities...s. {1,06%,702)

N TON4eseernsrsnsosnsnseosersvassanss %,079,9

420,528 256 et loss from operation 24,075,906
180,628, 256
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Obligations subject to trust:

Unpaid principalecesesces
Accrued Interestenelecieececsascescssssassatcasascas

Receivablie from trustors:
Principal CollectionSeiasecesssssoosossersasaanccsse
Interest col1ectIONSassssssssssassnsenssocssocnsnssse

Participation certificates outstanding:
PrinCipaleseessss

Accrued inferestecesveresescssccssasaannsnnsvcosnnas

Trustors! subordinated reversionary interests
Balance July 1, 1970sacasccsveveossersssessnncscsans
Net reduction in obligations subject to trust,
Aflocation of net 10SS,ceeeeecssans
Deficiency collections (interest)eeesessssesvonncaes

Distribution of income and expense:
Met fncome on obligations subject to Irusteceeceaces
Interest accrued on participation certificateSeessass

Income from invesimentssesesssesrescrsasasasconsnces
Expense of trust operafionS..ecessssscsssssseensonss

Government Natlonal Mortgage A=sociation
FEDERAL ASSETS LIQUIDATION TRUST

SCHEDULE OF FINANCIAL DETAILS

Trustors (Dotiars in fheg<and<)
GNMA-SAF GNMA -ME L VA SRA FHDA HFW HUD TOTAL
$257,08% #256,605 207,748 } 65,620 177,80 97,610 F478, 774 1,937,492
128 1,110 254 2,801 16,436 5] 2,813 26,080
258,010 287,719 208,002 468, 21 194,286 2,13 422,787 1,967,072
700 7,000 1,468 7,692 7,811 127 1,202 17,€70
00 900 937 1,761 171 120 43 ,5%8
900 3,500 2,105 9,453 4,588 251 2,00 23,508
287,211 299,343 223,978 603,875 293,032 M, 305 528,256 2,730,000
4,778 4,979 3,726 10,045 L, 875 1,%9 8,787 38,732
291,359 304,322 227,704 613,920 2 07 95, €74 537,042 2,268,759
{166} 28,622 3,275 22,117 13,005 1,476 2,513 108,802
) 319 (7,693) (4,720) (1,267) (13,761)
(%,322) {1,488} (232) (2,416) (1,508) (2,041) (10,539) (24,076)
5,935 1,696 3,209 1,660 10,332 22,832
(5% 28,830 9,322 15,187 36,771 3,095 1,039 94,197
8,439 11,184 10,636 22,791 1,665 2,860 15,340 7%,913
15,524 16,179 12,1 32,639 15,838 5,097 28,552 125,935
(7,085) (4,995) (1,470} (9,8u8) (8,173) (2,2%7) (13,208) (47,016)
1,329 3,667 1,300 7,737 6,955 208 2,803 23,999
&6 160 62 335 290 12 124 1,059
(5.822) (1,188) (232) (2,116) (1,508) (2,0u1) (10,539) (24,076)
:fﬁr' EWXP* -
SR T PR I R,
7'¢~5 j /~ V,Q ﬂ: F F}” {m
by o
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Government Mational Mortgage Association
FEDERAL ASSETS LIQUIDATION TRUST

SUMMARY OF OBLIGATIONS SUBJECT TO TRUST AND RELATED PARTICIPATION CERT IF [CATES

Obtigations subject to trust:

GNMALSAF

Unpaid princice! at beginning of periodeessssveess $276,927,317

AdGT 1 IONSavsssrsasecrsvssrsnsecssernssncsane
WithdrawalSeess
LiquidationSeevesraessrecsccsanccns
Unpaid principal at June 30, 1977ecrencensscnssncs

assessesvsnscevs

Unpaid principal at beginning of periodissscssaces
AGdit fONSas seesesevntsensssovensasarscrens
Withdrawa!Sessvsssaes
Liquidal ONSeasesesecacassnscasnns
Unpaid principal at June 30, 137 asiaccsacanarsane

seeans

Participation certificatest

Principat at face values
Issued January 19, 1967 +.s
Tssued April 5, 1967 coesveacnsensess
Tesued dune 28, 1967 srsesvusnsassscrsssansasans
Trsued Aprit B, 1968 tevieaissesscssnnsrosssesen

srecesnancans

OQutstanding et June 30, 1971 ...

Interast paysble:
Outstsnding at beginning of Period seseesssnsses

Cutstanding af June 30, 1971 ssesevecscssarnsans

ACCIURO anesesvsevecusnssernassonsassssrsnnanasss
Licuidated syeseannarenssransrsssresscsarcsascrs

Outstending at June 30, 1971 ceievessesesesenane

Issues:

Series A-1972 - 1982-lssued 1-19-67
Series B-1969 - 1387-issued 4.5-67
Series C~1969 - 1972-issues 6-23-67
Series D-1973-issued U-8-68

19,842,876
257,084, 44t

256,837,705
ii5,026, 369

237,010
4,542,623
257,084, 4

100, 000, 000
106,000, 000
100,000,000

12,789,000
287,211,000

4, 768,435
15,523,569
13,51u,521

777,683

65,692,467
60,914,784
4,777,683

Maturity

GNMA~N&L

$293,595, 251

36,989,833
256,605,418

167,580, 181
13,300

210,988,063
256,605,418

365,000,000
50,000,000
25,000,000

140,657,000
299,343,000

4,982,798
16,179,297
16,182,579

4,979,516

87,055,107
82,075,551
4,979,516
Int. Rate
£.20
075
25
15

awn

VA

SBA

FHDA

fiscal Year Ended June 30, 1374
$553,869,466 $2U6,827,360 195,813,000
1 IR

$e21,514,769
3,177,967
2,859,349
11,085,491
207,747,896
Cumulative
157,472,057
136,452,719
25,087,350
61,089,132
207, 747,896

100,000, 000
75,000, 000
85,000,000

36,022,000
223,978,000

Fiscal
3,721,05%
12,105,867
12,101,103
3,725,822
Cumutative
al, 4373, 5U5
50,707,723
1,725,822

Face Amount

$275, 000,000
4%0, 000, 000
150,060, 00C
323,000,000

HEW

11,921,546

19,614,221 7,876,320

80,557, 222 8y, 257,451 2,202,600
465,615,569 177,850,185 32,610,400

December 1, 1966 through June 20, 197}

162,921,913 179,052, 368 63,073,000
874,560,466 450,910,913 40,030,070
175,53G,484 16,662,233

396,327,326 35,450,863 9,452,600
465,619,569 177,850,185 93,610,400
155,000,000 170,700,000 60,000,000
175,000,000 220,000,000 15,000,000
190,000,000 210,000,000 25,000,000
130,000,000
246,125,000 206,968,000 5,675,000
602,275,000 293,032,000  9%,305,000

Year Ended June 30, 1G71

10,011,482 4,888,510 1,566,001
32,639,055 15,838,19 5,097,124

32,635,207 12,352,151 5,00k, 385

10,045, 334 ,874,550 1,568,740

December 1, 1966 through June %0, 1971

128,119,oh3 59, 706,698 22,202,698
140,073, 70 94,872,148 20,673,952
10,045, 334 b, 874,550 1,568,740
Maturity Int, Rate Face Amcunt
13977 Se20 $275,000,070
1.19.72 5.00 250,000,000
6.29.72 5.50 =0, 000,000

HUD

$501,649,000
2,785,500
4,051,800
»1,4%08,000
178,974, 200

158,642,000
548,613,600
25, 385, 800
202,895,600
478,974,200

150, 000, 000
265,000,000
265,000,000

151, 74k, 000
528, 256,000

8,790,799
28,551,897
28,555,258

8,787,438

175,477,791
126,890, 357
8,787,438

Maturity

1-l .£2
o 6.87

TOTAL

$2,190,196,163
17,0%1,109
20,401,670
239, 343,473
1,937,492,107

1,145,539, 226
2,099,606,967

242,907,877
1,360, 746,207
1,937,5%92,109

1,100,000, 000
900, 000, 000
300,000, 000
230,000,000
900,000,000

2,730,000, 000

38,759,083
125,935,000
127,935,000

18,759,083

614,687,349
575,928, 266
18,759,082

Int, Rate

5,20
5610

Face Amount

$530,000,000
200,000, 000

11 ZI0QIHOS
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STATEMENT OF CONDITIOM
June 30, 1971

ASSETS
Obligations subject to trust:
PrinCipalocessasssessssscssssnsnsasrassssasansssass $25 &?4 023,074

Government National Mortgage Associafion

FEDERAL ASSETS FINANCING TRUST

STATEMENT OF INCOME AND EXPENSE
Fiscal Year Ended June 30, 1971

INCOME

Interest earned on obligations subject to trust.s.s 1125,879,12%
accrued interest recefvable - net, . =h20,810 42,468, U4z, 284 Less service fees retained by trustors,,cesescscses 5,488,226 $130,390,897
Receivable from trustorsSecesescssssan . 27,291,066 Income from InvesimentSessssassvasevsscccssscenncan 5I8u9‘h60
Investments at cost plus unmatured net €arningSasaesss 76 073, 065 136,20
Cash on deposit with the United States Treasurysseses. 11»06!1Zh 136,220,397
2,568,214,187 EXPENSE
LIABILITIES ANG EQUITIES Premiums on investments - amortization portionee,.. 23,759
Participation certificates outstanding: Service charges - federa} Reserve Bank, 5, 48
i 2,465,000,000 Administrative - TrusteCecasassocroce 60,936
49,093,715 2,514,093, 715 Printing and publicationeessss ves 7,420
Trustors' subordinated reversionary interests: Interest on oarticipation certificates,esessescnnee 197,556,648
Beginning balance at July 1, 1970 60,748,304 1 00, 2¢
Net reduction in obligations subject to trust, (4,962,087) 137,700,259
Allocation of net 10SSesicessersvesesossnsans (61,459,902) Net income from operations allocated trusforse... (61,459,902)
Deficiency collections - interest, 59,784,659 54,110,974
Accounts pPayaD!Cessscassasscssesnsosccsnssensracrenrs 9,500
2,568, 211,189

Notess A definite annua! appropriafion has been enacted by
the United States Congress to provide additiona!l
funds, if necessary, to meet the interest and principal

requirements of the participation certificates,

SOURCES OF FUNDS

tiquidation of obligations subject to trust ~ principal

and fnferest - net.,.
Receivable from trustors.
Liquidation of invesimeniScusesess
Deficiency collections « interest,eeess

$1,154,957,
(1,025,719

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

APP| ICATION OF FUNDS
Purchase of investmentSeesecsssscsesnscncresssnsssns
584 Retirement of participation certificates.
19)  $1,153,931,865 Net change in accrued interest payasble,,

592, 1 ,167 Net change in miscellaneious assets snd Ilabilfties,
59,784,659 Net loss from operafioNeesssscssscasnsesenssssonsons
1,805, 862,691

$ 584,262,328
1,135,000,000
2, 86? ,876
4’ 585
61,459,902

1,805,862,691

Z1 dINaIHOS
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Obligations subject to trusi:

Unpaid princioalece.

Receivable from trustors:
Principal collectionS,cessscnssesssssscnsncces
Interest collectionsieeeescsnss sessrervevernes

Participation certificates outstandings
Principolesassas cesene evesEsresecvssovtsvratry

Accrued interesticecccecssasasrossscssssssnces

Trustors® subordinated reversionary interest:
Balance July 1, 197 . ceescescnsvevsvscinsssrnasns
Net reduction in obligations subject to trust...
Al1ocation of net 10SSeeeessscerssssscsescesscne
Deficiency cotlections (interest) veesecrvonsves

Distribution of income and expense:
Net income on obligations subject 1o frusi..esse
Interest accrued on participation certificafes..

Income from invesimentS.eeees
Fxoense of trust operations....

Government National Mortgage Association

FEDERAL ASSETS FINANCING TRUST

Schedule of Financial Detalls

Trustors

GNMALSAF GNMA -M&L VA SBA FHDA
$oek, 136 $266,521 $763,537 $87,929 $364, 854
176 1,068 1,124 ci6 16,280
224,912 267,589 164,661 88,15 381,134
300 2,100 Yy,526 1.339 6,281
6og 900 3,582 340 1,405
900 000 8,108 1.739 1,686
226,045 27, 2™ 755,310 87,439 391,999
4,220 LR 114,105 1,667 1,451
230,265 279,426 769,415 89,106 399,450
(200) 1,842 24,111 8,518 22,136
602 33 (3,417)
(6,%00) (5,651) (5,657} (564) (%,766)

5,540 61 b,636

{1,060) __(u8) 23,692 7,987 13,9%3
7,635 11,468 41,179 Yy,966 20,618
14,281 17,972 48,186 6,189 2,017
(6,646) (6,504) (7,007) (1,223) (6,699)
256 868 1,385 666 1,959
10 a5 % -1 26
(6,400) (5,651) (5,657} (56') (4,766)

Doilars in thousands

HEW HUD TOIAL

$109,219 $617,827 $2,470, 007
3,290 11,367 24,42
112,509 629,194 RIS
14k 535 17,089
169 1,010 &,006
313 1,545 23,29
111,403 618,525 2,465,000
2,073 14,431 49,094
113,476 832,956 2,514,094
1,536 2,805 A0, 748
(2,180) (4,962)
(3,462) (34,960) (61,460)
3,905 ,9u3 59:185
1,979 1,608 54,111
3,420 1,105 130,391
6,979 76,632 197,556
(3,5%9) (35,527) (67,16%)
102 €13 5,849
5 R it
(3,462) {34,960} (61,1460)
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Government National Mortgage Association
FEDERAL ASSETS FINANCING TRUST

SUMMARY OF OBLIGATIONS SUBJECT TO TRUST AND RELATED PARTICIPATION CERTIF ICATES

GNMALSAF GNMA M&L VA SBA FHDA HEW HUD TOTAL

Fiscal Yesr Ended June 30, 1971
Obligations subject to truste

Unpaid principel at beginning of periodesssessesss  $232,10%,294 $291,927,389  $802,47¢,878 $107,545,098 $us6, 795,218 $112,554,615 $1,555,06? 194 $3,588,458,686

iti 20, 705,523 3,809,287 (1,662,062) 17,671,000 40,523, 7u8

20,10%,66 3,775,632 .751+ 5’49 19,851,989 45,hg5, 835

7,967,070 25,406,053 39,536, 35 19,6U9, 381 88 52k, 812 32335,303 965,054, 552 1,149,173, 525

Unpaid principal at June 30, 197Ta00eensonss . 22U, 136,224 266,521,336 763,536,382 87,929,372 361+ 853,795 109,219,312 617,826,653 2,434,023,074

Cumulative December 1, 1966 through June 30, 1971

Unpaid principal at beginning of periodesssecssenses 125,026,545 181,719,460 100,495,027 175,500,540 25,000,000 401,397,704 1,009,139, 276

AdditionSseesssacnnaanssn 125,749, 49 356, 335,245 798,335,371 86,417,935 576,922,801 90,012,143 1,421,275,118 7,u455,048,070

10,000 105,799, 20! 29, 303,365 Y, 7ub, 715 41,708,734 181,566,021

26,639,770 89,803,909 110,711,253 69,680 222 382,821& 831 5,792,831 1,163,137,435 1, sus 598, 251

Unpaid principal at June 30, 1971 eesacssccsasecees 224,136,224 266,521,336 763,536,382 87,929,372 364,853,795 109,219,312 617,826,653 2,434,023,074
Participation certificatess:
Principal at face value:

Issued December 11, 1967saeeressessscsssssncacns 125,000,000 175,000,000 100,000,000 175,000,000 25,000,000 %60, 000,000 1,000,000, 000

Issued January 30, 1968,eaeusecasscans . 125,000,000 90,000,000 250,000,000 225,000,000 30,000,000 530,000,000 1, 250,000,000

Issued April 8, 1968.e00eessonsescccas . 125,000,000 165,000,000 125,000,000 145,000,000 210,000,000 670,000,000

Issued August 12, 1968ssceesecsssnnnss . 140, 000,000 260,000,000 50,000,000 225,000,000 15,000,000 640,000,000 1,%30,000,000

Paid or retiredeasescessecssns 23,955,000 80,721,000 94,690,000 62,561,000 358,001,000 3,597,000 1,161,475,000 1, 785,000,000

Outstanding at June 30, 1971.. 226,045,000 274,279,000 755,310,000 87,439,000 391,999,000 111,403,000 618,525,000 2,165,000, 000

Fiscal Year Ended June 30, 1971
Interest payable:

Outstanding at beginning of perlod . Y,728,322 6,166,399 16,071,504 2,270,904 10,145,237 2,286,105 32,291,120 73 959.53
14,280,925 17,972,136 148,186,110 6 189,077 27,317,373 ,979,’«% 765631,55 197,556,647
1l+ 789,642 18,9 1, 120 50,152,059 293,023 30,011,932 7,192,863 gk, k91,8 222,h22,523

Outstanding at June 30, 1971 ceesenncasssscsvnce 4,219,605 14,105,555 65,958 7,450,678 2,072,713 14,430, 8l 49,093,715

Cumuliative December 1, 1966 through June 30, 1971
ACCIrUEd suvenecscnsvsascasesnsssssannonsnanseves 2,417,211 63,797,864 165,288, 741 27,085,949 125,773,764 23,444,919 318,518,889 776,327,337
8,197,606 58, 620 ,499 151,183,186 25,418,991 118,323,086 21,372,206 304,088,048 727,233,622
Outstending at June 30, 1971 weevesossessscacces 4,219,605 7,365 14,105,555 1,666,958 7,450,678 2,072,713 14,430, 841 49,093,715
Baturity Int, Rate Face Amount Maturity Int, Rate Face Amount
Issuesse
Series A - 19701987 - 12-11.67 2-11-70 6.35 $650, 000,000 12-11-87 6,40 $350,000,000
Series B - 1971-1988 - 1-30.68 2- 1-71 6,00 800,000,000 2- 1.88 6.05 450,000,000
Series C - 1971-1988 - 4. 8.68 Yo 871 6430 335,000,000 4. 8.88 6,145 335,000,000
Series D - 1978+1988 .. 8.12.68 8-14-78 6,125 500, 000,000 8-12-88 6,20 830,000,000

el
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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 Lig-
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, ‘in substantial part, by the
trustor Federal agencies having custody, control and adminis-
tration of the obligations subject to the trusts.

CONTINGENT LIABILITY AS GUARANTOR
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 $8,100,000 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 FHA- insured 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 PARTICIPATION EQUITIES
(SCHEDULES 1 AND 3)

The principal reduction' (other than GMLT, FALT, or FAFT)
identified as other participation equities represents a 40
percent interest in an FHA-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
(SCHEDULES 2, % 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
(SCHEDULES 2 AND 4)

Operating losses reflected in the statements of earn-
ings are attributable to the financing costs in excess of
revenues of FHA-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 $55,401,000 of ex-
cess interest is involved, of which 810,654,000 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 costs 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 To

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

SECRETARY OF HOUSING AND URBAN DE-
VELOPMENT:
George W. Romney Jan. 1969 Present

GOVERNMENT NATTIONAL MORTGAGE ASSOCTATION

PRESIDENT:
Woodward Kingman July 1969 Present

EXECUTIVE VICE PRESIDENT:
Richard C. Dyas Mar. 1970 Present

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

SECRETARY-TREASURER:
Albert J. Fulner, Jr. Dec. 1968  Present

U.S. GAD, Vash,, 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 $1.00 a copy. QOrders should be ac-
companied by cash or check.






