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COMPTROLLER GENERAL OF THE UNITED STATES 

WASHINGf0N~D.C. 20648 

R-179312 

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

This report presents the results of our reviews of Arthur 
Andersen & Co. 's audits of the balance sheets of the Federal Home 
Loan Mortgage Corporation as of December 31, 1982 and 1981, and the 
related statements of income, changes in financial position, and 
changes in retained earnings for the years then ended. Our reviews 
were made pursuant to the provisions of the Federal Home Loan Mort- 
gage Corporation Act (12 U.S.C. 14561, which authorizes the U.S. 
General Accounting Office to audit the Corporation's financial 
statements. 

In order to avoid unnecessary duplication and expense and to 
make the most efficient use of our available resources, we are re- 
lying on the work and report of the Corporation's independent cer- 
tified public accountant. We made inquiries, examined Arthur 
Andersen and Co.'s workpapers, and performed analytical procedures 
to determine the quality of the auditor's work and the extent to 
Iwhich we could rely on it. We reviewed the adequacy of the 
iauditor's work on internal controls and compliance with the laws 
( and regulations. 

In the opinion of Arthur Andersen and Co., the Corporation's 
financial statements present fairly its financial position as of 

IDecember 31, 1982 and 1981, and the results of its operations, the 
'changes in its financial position, and the changes in its retained 
'earnings for the years then ended, in conformity with generally ac- 
cepted accounting principles applied on a consistent basis. During 
our reviews, we found nothing which would indicate that Arthur 
Andersen & Co. 's opinion on the Corporation's 1982 and 1981 finan- 
cial statements is inappropriate or cannot be relied on. The 
auditor's work did not disclose any material internal control weak- 
nesses or noncompliance with laws and regulations. We concur with 
and transmit to the Congress Arthur Andersen and Co.'s opinion on 
the Corporation's financial statements. The opinion, statement on 
internal controls, statement on compliance with laws and regula- 
tions, and the financial statements are included as appendix I. 

We are sending copies of this report to the Director, Office 
I of Management and Budget, and to the Corporation's board of 
' directors. 

2tikq/*+ 
Comptroller General 
of the United States 
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APPENDIX I 

ARTHURANDERSEN~C Co. 

APPENDIX I 

1~566 K STREET.N.W. 
WASHINGTON, D.C. 20006 

(202) f3G2-3100 

February 11, 1983 
. 

TO the Board of Directors of 
the Federal Home Loan Mortgage Corporation: 

We have examined the balance sheets of the Federal 
HOme Loan Mortgage Corporation (a Federally chartered corporation 
exempt from income taxes) as of December 31, 1982, and 1981, and 
the related statements of income, changes in financial position 
and changes in retained earnings for each of the three years in 
the period ended December 31, 1982. Our examinations were made 
in accordance with generally accepted auditing standards and, 
accordingly, included such tests of the accounting records and 
&uch other auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the financial statements referred to 
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bove present fairly the financial position of the Federal 
ome Loan Mortgage Corporation as of December 31, 1982 and 198 1, 
nd the results of its operations, the changes in its financial 

t 
osition and the changes in its retained earnings for each of the 
hree years in the period ended December 31, 1982, all in 

'onformity with generally accepted accounting principles applied 
n a consistent basis. 
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APPENDIX I 

ARTHUR ANDERSEN& CO. 

APPENDIX I 

1666 K STREET,N.W. 
WASHINGTON. D.C. 20006 

(202)862-3100 

February 11, 1983 

To the Board of Directors of 
the Federal Home Loan Mortgage Corporation: 

We have examined the financial statements of the 
Federal Home Loan Mortgage Corporation ("Corporation") for the 
year ended December 31, 1982, and have issued our report thereon 
dated February 11, 1983. As part of our examination, we made a 
study and evaluation of the system of internal accounting control 
of the Corporation to the extent we considered necessary to 
evaluate the system as required by generally accepted auditing 
standards. For the purpose of this report, we have classified 
the significant internal accounting controls in the following 
cycles: 

0 Treasury 
0 Expenditure 
0 Mortgage Loan 
0 Mortgage Investor 
0 Financial Reporting 

The purpose of our study and evaluation, which included 
the above listed cycles, was to determine the nature, timing and 
extent of the auditing procedures necessary for expressing an 
opinion on the Corporation's financial statements. Our study and 
evaluation was more limited than would be necessary to express an 
opinion on the sytem of internal accounting control taken as a 
whole. 

The management of the Corporation is responsible for 
establishing and maintaining a system of internal accounting 
control. In fulfilling this responsibility, estimates and judg- 
ments by management are required to assess the expected benefits 
and related costs of control procedures. The objectives of a 
system are to provide management with reasonable, but not 
absolute, assurance that assets are safeguarded against loss from 
unauthorized use or disposition, and that transactions are 
executed in accordance with management’s authorization and 
recorded properly to permit the preparation of financial state- 
ments in accordance with generally accepted accounting 
principles. 

because of inherent limitations in any system of 
internal accounting control, errors or irregularities may 



APPENDIX I APPENDIX I 

Board of Directors 

ARTHTJRANDERSEN~C Co. 

-2- February 11, 1983 

nevertheless occur and not be detected, Also, projection of any 
evaluation of the system to future periods is subject to the risk 
that procedures may become inadequate because of changes in 
conditions or that the degree of compliance with the procedures 
may deteriorate. 

Our study and evaluation made for the limited purpose 
described in the first paragraph would not necessarily disclose 
all material weaknesses in the system. Accordingly, we do not 
express an opinion on the system of internal accounting control 
of the Corporation taken as a whole or on any of the categories 
of internal accounting controls identified in the first 
paragraph. However, our study and evaluation disclosed no 
condition that we believe to be a material weakness. 

This report is intended solely for the use of manage- 
ment of the Corporation, the General Accounting Office and other 
associated Federal organizations and should not be used for any 
other purpose. / , 
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APPENDIX I 

ARTHURANDERSEN~C Co. 

APPENDIX I 

1666 K STREET, N. W. 
WASHINC)TON. D. C. 20006 

(QOQ) 8612-3100 

February 11, 1983 

To the Board of Directors of 
the Federal Home Loan Mortgage Corporation: 

We have examined the financial statements of the 
Federal Home Loan Mortgage Corporation ("Corporation") as of and 
for the year ended December 31, 1982, and have issued our report 
thereon dated February 11, 1983. Our examination was made in 
accordance with generally accepted auditing standards and the 
provisions of "Standards for Audit of Governmental Organizations, 
Programs, Activities and Functions", promulgated by the 
Comptroller General as of February 27, 1981, which pertain to 
financial and compliance audits and, accordingly, included such 
tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 

In connection with our examination, we have reviewed 
~the provisions of Title III of the Emergency Home Finance Act of 
~1970 (PL 91-351), as amended, to det rmine compliance with the 
requirements which would have a material financial statement 
iimpact in the event of noncomplia:lce. 
I In our opinion, the Corporation complied with the 
$equirements of Title III of the Emergency Home Finance Act of 

1970 (PL 91-351), as amended, which would have a material 
Ifinancial statement impact in the event of noncompliance. With 
regard to the requirements that are not material to the financial 
statements, nothing came to our attention to indicate noncom- 
pliance by the Corporation. However, it should be noted that our 
examination was not directed primarily toward obtaining knowledge 
of noncompliance with requirements that are not material to the 
financial statements. 
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APPENDIX I APPENDIX I 

Federal Home Loan Mortgage Corporation 

FINMCIAL STATEMENTS 
BALANCE SHEETS 

Aasets 
Lhcember 31, December II. 

1992 1991 

(tbouNndl of ddlard 

MOrtgage loans, at unpaid principal balances (including approximalely $250 
million held for sale at December 31, 1982) (Notes 1 and 3): 

FHA/VA mortgages . . . . . . . . . . . . . . ..t.............................. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..*..*...... 
(:onventional mortgages ,,..,,.,,..,,,............,................................,.... ,..,.... . . . . . . . . . . . . . . . . . . 

Less-Unamortized mortgage purchase discount .................................................. 
-Portfolio valuation allowance (Note 4) ......................................................... 

Total mortgage loans .................................................................................. 
Cash and temporary cash investments .......................................................................... 
Accrued interest receivable ............................................................................................ 
Accounts receivable and other assets ............................................................................. 
Kt!al estate owned ........................................................................................................... 
Uoamortized mortgage sales discount ........................................................................... 

Ljabilities and Stockholders’ Equity 

Nf aes and bonds payable (NoIP‘~): 
I Due within one year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
~ Due after one year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

(*her liabilities: 
: Accrued interest ...................................................................................................... 

Accounts payable and other accrued expenses ...................................................... 
Principal and interest due to Mortgage Participation Certificate investors .......... 

K,eserve for uninsured principal losses (Note 6) ........................................................... 

(bntingencies (Notes 2 and 7): 

90,784 108,494 
4,502 2,553 

546,74 1 203,883 

5,166.340 5,794,992 

104,000 8 1,000 

hhtXpiKt! f’artiripalion and Guaranteed Morlgage Cerlificales ........................... 42,952.36 I 19,897,363 
fxss-underlying mortgage bans sold .................................................................. 42,952,36 1 19,897,363 

S(ubordinated borrowings (Note 8) .................................................................. ............ 

?jtockholders’ equity: 
(Common stock, non-voting, $1,000 par value; no maximum authorization; 

IOO.000 shares issued and outstanding .............................................................. 
(;apital in excess of par value ................................................................................. 
Ketained earnings .................................................................................................... 

I ‘l‘o~al stockholders equity ................................................................................ 

$ I ,008,694 .$ I ,046,796 
3,724, I83 4,190,464 

4,732,877 5,237,260 
53,776 58,772 

9,000 9,000 

4,670,101 5,169,488 
755,077 629,132 

50,232 50,258 
305,42 1 215,955 

55,564 17,997 
199,529 243,292 

$ 6,035,924 $ 6,326,122 

$ I ,595,748 
2,928,565 

4,524,3 13 

$ 1,943,270 
3,536,792 

5,480,062 

469,526 200,000 

100,000 100,000 
100,000 100.000 

96,058 50,130 

296,058 250,130 

$ 6,035,924 $ 6,326,122 

5 
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APPENDIX I APPENDIX I 

Federal Home Loan Mortgage Corporation 

STATb.WENTS OF CHANGES IN FINANCIAL POSITION 
Yew Ended Decrmbu S 1. 

E’I111l1\ I’ll)\ Itlctl: 

SC.1 ill, olllt’ .,..,.._,,,.,,,_,.,,,,,...........,...........................I.... 

( :ll.tl Kr\ (I l c.clil\) 111 illcc,nlr 1101 ilfk!Clill~ t’lllldS: 

.\IIIOI Il/.llic)ll of ii101 tfi;t#r purthse tliscoun1 . . . . . . 

.\lllol Il/.ilioil 01 IIIOI‘I#il~C S;kS cliscoiilll . . . . . . . . . . . . . 

I’l.O\ 1\lOll lor II101 r;:!q !o;kn !d~sses . 

Flllltl\ IPI 0\ itld IlX~lll OJX~l~illiOll~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

5101 tgdgc’ IILIII Iuiiic ipil I~~~;I\~~~cI~~s ,.......................... 
l’rt~ wcl4 Ii (~111 ih~ll;illcx~ of iloles ;rlltl I~~lltls. rlel 0t’ 

clrl,t t*ul”‘“\t’ ,..........,..__...,,,___.,.....____.......................... 

5101 l#lR(’ IOAllb sold: 
5101 Ig.l#r I’ill~lit ipillic)ll (~erlilic;ltt5: 

(~ll;rl;lll1ol . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

()IlW . . . . . . . .,.......................................... 

( )I hw itwi\ . . . .._....... ,....,,................................. 

I Olill IllllCl* pl‘O\ itlrcl . . . . . . . . ,............................ 

Fdnds Applirtl: 

1991 

z 39.928 

2.54,538 

2 I .9OO,SN5 
2.238. I .i4 

76,344 
$24.7 I6,HO4 

5101.;;ilKC IOilllS ~~lll~tllil~t~tl: 

(~~lill~illllOr ............................................................... 

Other ...................................................................... 
I)ivicleiitls pitl .............................................................. 
Nores ;~ritl I~mds wirctl ............................................... 
Incwasc (tlrc IY;IW) in ciisll ;Incl tempolap c;lsh 

invrsInlciil~ ................................................................ 
IJecrease (inc re;rse) in shwl-terns notes ....................... 

‘I’ot~l t’uiicls applied ........................................ 

$2 I ,900,385 $2,305,4 I4 
I ,749,322 1,417,lOl 

14,000 2.000 
492.695 3HH.894 

125,945 609,800 
434.457 (756,63 I ) 

$24.7 I ti.HO4 $3,966,.57H 

1981 

(thevunds of dollanl 

5 30.904 

(H.i94) 
33,tm 
16,413 
72.129 

124.!NiO 

399, I50 

2.3ori.4 I4 
I .202,990 
( I:M.o(i.‘) 

$3,966,57H 

I999 

$ 33.586 

(7,891) 
34.843 
22.758 
83,296 

2OH.548 

I ,048,337 

- 
2,4H5.373 

(2H,YiO) 
$3,796.994 

.$ - 
3.667.736 

50,000 
215.OH3 

(2 I :3,92:4) 
78.098 

STATEMENTS OF CHANGES IN RETAINED EARNINGS 

ISa 1991 1999 

llbousuld~ or dollSrt) 

Rdtainecl earllinKs at rhe I)eKinllinK of rhr period . . . . . $.iO. I30 $2 1,226 $37,GlO 
I+ incoine . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . w l)“H .,.I.. w 30,904 33,586 
I)i/viclends paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ( 14,000) (2,000) (50.000) 
Kcjlained earninKs a~ the end 01‘ rhe period . . . . . . . . . . . . . . . $96,05H $!w, I JO $21 226 A 

The accompanving notea arc an inregral parr of’ these rtawmemr. 
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APPENDIX I APPENDIX I 

Federal Home Loan Mortgage Corporation 

STATEMENTS OF INCOME 
VW h&d December II. 

Ilsl IWI I980 
IIhudl or dohs) 

Income from total portfi)lio: 
Interest and discount on mortgage loans . . . . . . . . . . . 
Interest on temporary cash investments . . . . . . . . . . . . . 
Management and guarantee income (Note 2) . . . . 

Interest and related expenses (Note 5): 
Long-term debt expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Short-term debt expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Net interest margin on portfolio . . . . . . . . . . . . . . . . . . 

Provision for mortgage loan losses (Notes 4 and 6) . . 
Administrative expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

tijmmitment fee income (Note I) .............................. 
Odher income, net (Note I) ......................................... 

Net income ..,,,.....,........................................................ 

$542,452 $560,965 $43X,657 
78,423 2Y,3 I3 3 I ,ti7H 
76,980 36, I75 22.7 I7 

697.855 626,453 4’)Y .I, 052 

406,025 4 I2,4HO 
184.650 144,459 

590,675 556,939 

107,l80 6Y,5 I4 

26,263 16,413 
37,101 30,29H 

63,364 46.7 I I 

6.333 1,542 
9,779 6.559 

16,112 8,101 

3 59,928 $ 30,904 

The accompanying noto arc an inqral part of these s~awxucn~n. 

336.!)4 I 
79,585 

4 I6 526 

7&26 

22.758 
26,09X 

4H.lwi 

I ,OHO 
4,Wi 

.5.916 

$ 33,wti 
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APPENDIX I APPENDIX I 

NOTI- TO FINANCIAL 
STATEMENTS 

F-OK Tilt:’ ‘l’f fK1:‘E YEARS ENDED 
IK(:I:,ZlHI:‘K 3 1, 1982, 1981 AND 1980 

I) Summary of Significant Accounting Policies 

I II<* Fc*clc*r;ll I lolilr I.o;rIi hl(JlIKiige Corporarion (the 
(01 ~cJr;rlic~lt J i\ ;I fetleritll~ (bartered corporation whose 
(al&l \I()( k (onsiSts solrly of non-voting common stock 
hrltl I,\ rtw 12 b’cdr~A 1io1Il~ Loan Hanks. 

‘I’he (orl~~i~iiliori ~115 ~lortg;rge Participation Certificates 
I I’( ;S) *IIIC~ (;~~;t~~;rnIt~l hlortgage Certificates (<;MC:s), 
rt*preScnliilg uiltli\~icletl inrrrrsrs in conventional mort- 
&q,y* IO;IIIS. I ht. issued certif’icates have been accounted 
lor A\ 3 s;1lt* 01 ‘ISkt’lb ;md the IllOr~KaKe loans sold are 

‘4~ 1 oi-clingI\ (*xl I~rtlctl from the corporation’s retained 
IlltjI-tKaK~ ~JI I IcJlio. Sitlc e 111e corporation guarantees the 
timrlv l)avlll~ll~ of interesr al the PC: and (;MC certificate 
rate. the ultim;utA (oIIt*(tion of principal on the PCs and 

‘Ihe w heclult~l c OHW tion 01 principal on the GMCs, they 
arc rc4cc trcl ill I tic IIalilllC’r sheets as contingent liabilities. 

A \el)aI.atc I IIISI has beeI established for each (;M(: 
~ issue. ‘l’tic* coi-l~or;i(ion, as ‘Irustee, is primarily respon- 
, Gtjle 101 l~~r\\,trtlirq prim ipal c-ollections and interest to 
:(;&I(: invt*stc)r\ ;~ntl lor l ontlul~in~ such other investment 
:1ransa( rion\ I)ITSC ribed in a(-c.ordance with the terms of 
I ,(“i( h Intlt~llIlll~ Of ‘l‘rus1. 

~ HP, 0fp/r0t, of (;oltf (I.O\\J otl Afotlga~f f~ontl.\ 

I 
~ lntt*rt*41 margin. rt~prrst~nrin~ the excess of eff’ective in- 
~ tel-t’st inc OIIIC IO 1 he ( cjrporalion o\‘er that payable to the 
investor , i\ rt*( cqnirccl aS in(.omeo\‘er rhe life ofthe related 
niorI@i~i~ ~IJ;IIIS ;ind is 1~t~po1’1~~~ ;Is”Managenient and guar- 

;tnk.r inc OIIIC” ill tht* a( conipan~inK tinancial statenienls. 
‘l’hc (orporalion rc( oKni/es losses ( negative interest 

Ill~ll~KiIl ) C tlI~l~~lll~\ Ott SillCS Of IIllJr~gaKe lOaIlS and 011 

C~lllStiillC~iIlK ~c)lnlllillIIt~nls. ‘l’hr c-orporation provides cur- 
r~nt~v fcjr Iosst’\ OII nicjrrK;1ge IOaIlS, either retained in 
pot-1folio OI sol~l ~rr~clct- the I’(: atId (;M(: programs. Mort- 
K;lK’ hMll h)SWh. llt’t f,t @Is. ‘ire charged against the 
;ipprolj~~i;~~~~ I cwiw ;I\ inc III rrtl. 

‘I)iscount OII n~jrt~:age loar~s purchased is recorded as in- 
‘(oni~ 007 lh lilti 01 rtie r&led mortgage loans, using 
I tie Icvt*l \i~ltl in(*thod. 

I)i\count OII the salt* of I’(& is amortized over rhe life 
‘cJ1 Itic* lc~l;rIt~l llntlcl-lvillg lnortga~e loans, and disc.oulll 

0lJ ItJl. \;llC (,I (;51( I\ is .IIIIO~ tired over the period to llie 

optional repurchase date, both using the level yield method. 
Amortization of sales discount is recorded as a reduction 
of “Management and guarantee income” in the accom- 
panying financial statements. 

Commitment Fees 

(Commitment fees on optional contracts are recognized at 
the PC settlement date. Other commitment fees, including 
Guarantor Program fees, are recognized as the commit- 
ments are taken. 

Amortization qf Debt Expense 

Debt expense is amortized over the period during which 
the related indebtedness is outstanding. Debt expense re- 
lating to the zero coupon capital debentures is amortized 
using the level yield method. All other debt expense is 
amortized on a straight tine basis. 

Interest Rate Futures Contracts 

Beginning in 1982, in connection with management’s 
strategy of hedging its position on the issuance of debt 
securities. the corporation entered into interest rate fu- 
tures contracts. The gains and losses resulting from these 
futures contracts are deferred and included in the com- 
putation of interest expense over the life of rhe c’orre- 

sponding debt securities. 

Other Income 

Other income includes a $5.5 million non-recurring gain 
relating to inter-bank clearing activities in 1982, a $5.2 
million gain from the repurchase of mortgage-backed bonds 
to meet sinking fund requirements in 1981, and a $2.9 
million gain from the repurchase of mortgage-backed bonds 
to meet sinking fund requirements in 1980. 

Application of Statement of Financial Accounting Stondard~ 
No. 65 

In 1982, the Financial Accounting Standards Hoal-d issued 
Statement of Financial Accounting Standards No. 65 “Ac- 
counting for Certain Mortgage Banking Activities” (the 
Statement). The significant provisions of’ the S1atcment 
and their impact on the corporation are described in the 
following paragraphs. 

At December 31, 1982 the corporation held approxi- 
mately $4,420 million (at cost) in mortgage loaIls for lOIlK- 

term investment. Effective January 1, I YH3 [he corpora- 
tion adopted the provisions of the Statement on a pro- 
spective basis and, accordingly, subsequent rransf’ers of 

mortgage loans to a long-term investment classification 
will be made at the lower of cost or market value as of 
the transfer date. 

At December 3 I, 1982 the corporation held approxi- 
mately $250 million (at cost) in mortgage loans tier sale. 

In the aggregate, the market value of these loa11s exc~detl 

their cost. Effective January I, 1983 the corporation, un- 

der the provisions of the Statement, witl value morIg;cge 
loans held for sale at the lower of cost or marker. 

8 
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2) Mortgage Loan Sales and Related Matters 

1 lolcjcrs 01 I’( ;3 I (7 ci\c- i~~lrr~c*st Ilronlhly at Ihe Ccrtifkilte 
rate IoKelher wilh their pro r;lla share of principal )XI~- 

IIlelNs rrcG\rcl In IJw tcblpWilliol1. Unpaid ~YalanCW Of 
Ihe oulht;iti(litig (t*rlific;ur\ bcrc iipproxin~alel~ $4 I.2 hiI- 
lion and S I7.!1 I)illioll il1 l)ecember 3 I, 1982. alld IkCtWl- 

IWI- 3 I , 1% I , rcsp~( ti\ rly. Hitset on the corporation’s CX- 
perirnce. IllilllilKC’lllt’ll~ Iwlieves th;lt the weighted average 
tifi 01 the conwrlticm;lI IllorlKaKe hiInS purchased by the 
,.~*r.por;iliori Hhic 11 IlilVe 2.5 or 30 Vrilr scheduled maturities 
is approxinl;lrel\ ten \e;lrs. Al I)ecrmher 31, 1982, De- 
cember 3 I, 1% I, mid Dee-tmber 3 I, I9HO the effective 
interest income t.itte to the corP)ration over that payable 
to the PC: investor was .4J percent, .42 percent, and .41 
percent, respectively. After giving effect to the amorti- 
ration of’ dcf’trred charges, the net interest margin was 
.32 percent, I5 percent. and .04 percent, respectively. 
The effective interest income rate to the corporation and 
effdctivc rate payable to the investor have been adjusted 
to a semiannual yield equivalent. Additionally, the effec- 
tive rate payable IO the PC: investors has been adjusted for 
the effect of reinvestment of portfolio collections pending 
disl+rsement to t’C holders. 

Holders ot (;M(;s ill’C pilid interest sellliillllllldl~ iit thr 

cerlitiralc riltC illl(l iIre piid illlllllilll~ their pro r;lliI Shilre 

of principal c-ollrc-ted or the sprcilied minimum ~lIl~lllill 

principal reduc.Gons. whic,hcver is greater. Any (MC ho&i 
rnaj. aI his oplioi). rrqtiiw lhe c~iwporatioii lo repurc‘hilse 
sutih crrtilic-ares on ii designated optional repurchase date 
at he then unpaid principal I~ill;llllY. At December 3 I, 
19 2 such optional repurchase tI;IleS I’illlge from hlarrh 
15 

1 

IWO lo Septcmlwr I.‘. 2004. At December 31. I%2 
an December 3 I. IOH I, outstanding (;hl<:s totaled $ I .H 
bil ion and $LO IGllion. respectively. Al December 3 I. I9H2. 
19 I and IWO rhc effictive interest income rate to the 
co~pration o\‘er ~~I;II p;r\ill>lr IO the (;hl(: investor \*‘its 
.3? percent ill Al three rl~cs. .4t’tcr Kisirq et’fert to thr 
iNt)orti/.;~liwt of tlrl’twwl ch;trKes. the net interest marKin 
wqs .24 percent. .L!J percent illld .2l percent. respectively. 

‘l‘hr effective interest income rate 10 the (III por;llioll 11~14 
heen ildjllStd to il sen~i:innud yield rquiwlrrll. Atltlition- 
itlly, the ef’f’ective rate pv;~ble to thr (;hl(I investors II;I* 
ken ad,jwtetl fi)r the efI&l of reinvestnlerlt of porIfi’Ii(’ 
collections held in trust pending tlisbursrmtwt IO (;hl(: 
holders. 

‘l‘he iiiaxiniuin contingent liahilitv of $43.0 hillion ;llld 
$19.9 billion at December 3 I, lW2 and December 3 I. 
198 I, respectively. plus interest, is offset hv a like an~utn 
of interest bearing mortgage loans unde&ing the t’<:s 
and (;MCs. including principal collections held in the <ihI<; 
‘[‘rusts of’ $36 million at December 3 I. 1982 and $39 inil- 
lion at December 31. 1981. 

3) Mortgage Loans 

As of December 31, 1982, 1981 and 1980, the effective 
net yields on retained mortgage loans, adjusted to a semi- 
annual yield equivalent and adjusted for the effect of 
discount amortizations, less servicing fees, were as follows: 

Dew&r II, December 31. Drccmbw 31. 
lSl)l 1911 1980 --- 

FHA/VA mortgages e............ 7.85% 7.93’% H.O’L% 
Conventional mortgages . . . . . . 1 I .Sc% I 1.73% I I .72% 
‘I‘Otill effective income . . . . . . . . . 10.72% 10.93% 10.92% 

4) Portfolio Valuation Allowance 

An analysis of the portfolio valuation ;dlo\~;l~l~e ti;r the 
vears ended December 9 1, 19X2, I 98 I and IWO tidlows: 

December 31. Lkcrmbr 31. December 31. 
1981 1981 1900 --- 

Balaitcr, belr;inniiig ot 
period ..,............................. $r).ooo $9.000 $9.000 

ProVision tiN Illol3K;lKe IOilll 

losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . I ,tiHO 3.5 7,400 
Loss on sales of iilorl~aKe 

loa11s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (I AMI) (i.-NO) (3.5) 

Balaiirc. end of period . . . . . . . $!t.ooo $9.000 $0.000 --- --- 
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I ht. Ft*drI-;l1 t IOIIlt~ 1.o;III H;lIIhs are required 10 lllilintiiin 

cc~l~tilill ;iswt3 equ,il to t twit. otitstatditig rordid;tteti ob- 
liKiiliOIl\. b’itll l’t’s~w~‘f to $fioo flii~~ifill Ill~ltilI'iIlg in 1983. 
$200 milli mattiri11g in IW1. $400 million nliltliriIlg in 

I!H. $250 r1iillio1i t1t;rtu1i11g in 19H6. and $200 million 
IlliltllrillK iIl I!)Hi. 111~ torpot~atioti ntav be required IO 
pledge ;i portioti of its mortgages ret&ted in portfolio 
and/or tt~1ripot art t ;isti iilwstIlIents to collateralize a por- 
tion or all oI the $ I .ti.G billiou ohligation fi)r the periods 
duririg whit h the Federal Home Loan Banks do not meet 
this atore11te11tio11rd requirement. ‘l’he 19H3/1993 and l987/ 
I997 notes are reclre111;thle at the corporation’s option 
cot1t11~~c~ir1g IW3 and I!tHi. respectively, at their IlIce 
VilllltA. 

~I.hr l!~H2/I!IY7. I!UWI W.5, and lW4/IW6 Mortgage- 

Hack4 HOII~S ;~I-c 1~etleem;tble at the corporation’s option 
(xmimt*n( ing I!W!. l!)H3 anti 19H4. respectively. at theit 
I;l(t! ViilllC. 011 lht’ I!4HYlW.i and IYH4/19% hinds. il 

sinking Iund pro\,icles Ior- annual retirements of$7.0 tnil- 
liott a11(1 $7.5 tuilliort 01 the principal amount of bonds. 
r-espe( tivelv. whit h commenced in 1976 and 1977. In ad- 
dition. the t ot~po1~;uioti has a tioticuniulative option to in- 
( rease the sinking Itrr~d ~itII~itiIIt~ each vear bv an ~~iunt 

ii01 to ex( eecl the ,11111ual retirement amour&. All Mort- 
gage-HWkctl Hands arc guaranteed as to principal and 

itlttvxw In ( klwrniilwlt h’ational Mortgage Association 
((;KMA). I ‘ntlrr the pro\,ision of’s Trust Indenture with 
(;KMA d;urtl October 2ti. 1!)70, and supplements thereto, 
thr (-orIH)t.atiott (on~\rtl 1ttortgages to the 7‘rust as se- 
t uritv lor ttie hlt)rtK;iKt,-Hilt’krtI k%oi~ds. As Iit‘ ~)eretllbel 

3 I, I!)H2 aiicl 1)e(.einher 3 I, I!)8 I, ‘I‘rust assets of ap- 
proxitii;ucI~ $.57X t1tillioii ;iiid $tNO million, respectively, 
c.onstit utittg primarilv the principal halances of such tnort- 
K;lKC\, iil’t t-estt-ic ted ti)r the pay1nent of’ principal and 
iilt(.r(.kt OII the ~IOI’tgiIge-B;1~kt’(I Bonds and are included 
iu the iI< c 011tI)a1t\ittg halanc~e sheets. Gains from the re- 
IBIIIX hiIke of ;I portiou of the Mortgage-Hacked Bonds for 
the purI)ose of Illwtirlg cinking 1'11r?d wr~~~ir-rmrnI~ WPTP 

$0.3 milliou Iot the year ended December 3 I. 1982 and 
$5.2 trtilliort and $‘r.!) rttillion in I981 and I9HO. respec- 
tivelv. 

‘l‘he clehe~~t~~~~rs a1.e unset-ured general obligations of the 
cor~~witioIl. I’hev are issued in the minimum principal 
i1111011111 of $ IO.000 ;rrtd ;lrt* not subjecl to retleniptioii 

oiic~r 10 iii;iiiiI~itr cl;it~. 

6) Reserve for Uninaurcd Principal Losses 

,2n analysis of the reserve for uninsured principal losses 
for the years ended December 3 I. I982, 198 I and IYHO 
follows: 

Beginning in 1982 the corporation adopted a policy of 
nPt1ing gains on the disposal of real estate owned against 
uninsured principal losses. Such gains totaled $827,000. 
$212,000 and $167.000 for 1982, 1981 and 1980, re- 
spectively. 

7) Commitments 

Comnlit,nents---(;uararitor Program 

Under this program, mortgage originators sell mortgages 
to the corporation at par and in exchange simultaneously 
purchasC PCs equal to the unpaid principal balance of the 
mortgages sold to the corporation. This program was not 
in effect prior to I98 1, 

Oueundin~ Cammitmcne 

Daember Si. 1982 tkwnber 91. 1981 

Buis Buim 
Poiinl POilll 

dJ!!EL Amount Spld Anmunl 

(&c.uund. of lthouund. 01 
doihrst doli~nl 

bp 40.9 $6,202,4 I6 50.0 bp $3,128,591 

The average effective income rate on committttents IO 
purchase mortgages is determined af’ter dedurtittg serv- 
icing fees. Delivery of mortgages under the tijrward wnl- 

mitment program is at the option of‘ the seller. Deliver) 
is mandatory under all other commitment programs and 
must occur within 60 days of the contract date. 

. 
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lhrc ;llwr ollr \ (';II': 

Hollrl p;l\ill)lr 14) IMlllr ..,,,...,...,..,...,...,,.........,..........,..,............ 

NO~VS 10 FNI~LII tiol11e LAMII H;III~ (pitss-~hrough 01‘ 

I.Y4(% $ 9u2,275 

3.07 4 I0,000 

5..53 5H,300 
0.67 492,695 

1 .Y6 1,!143,270 

7.75 13,906 

<~t~~~~olitl;t~t~tl Fctlrr;~l HOIIW l.oil~1 hank Ohligdtious) - - . . . . . . I WJ 11.91 600,000 
IW4 10.4 I joo,ooo 10.4 I j00.000 
IYUj H.32 640,000 8.32 640,OW 
1 wi 9.93 250,000 9.93 250,000 
1987 Il.13 200.000 1 I. 13 200,000 

I WYl1993 7.4 I 400,000 7.4 1 400,000 
IYH7/1997 7.91 300,000 7.91 300,000 

: hl(~rrgage-Ha<~kr<l BO~ICIS ,,,...,,................_.._.................. .,......... 

1 

I 

I 

~ Delbellruter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

'I‘Otal <IlIt! iIf(er OIIC YCilr . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

NI ICS itll(l BOII~S I’it~ill,lr . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

$chrduletl pri~~c.ipI ~;I~;IIWII~S (;I( pr value) l’or all 
II()It+S alltl IMJlldS (~il~ill)k tOl rilCl1 Of' rile IWXt tive 
Ciu'klltlAl ytSll3 ill? ilS lOllOWS: 

uhoumadlol 
ddbn) 

I!p . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Sl.599.2l6 
I.H4 

i 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . s 813.717 
I N.5 . . .,......................................... s 6.‘,9.369 
I Nfi .,.............,....,...,,,...,......,,.,.................... $ 274.455 
I 1H7 . . . . . . . .,......,....................................... $ 214.500 

d iscount No&s 

?/he discount notes are unsecured general obligations of 
the corporation. They are offered on a discounted basis 
ahd have maturities of one year or less. Of the discount 
&tes outstanding at December 3 I, 1982, $239.5 million 
hquire minimum bank lines of credit of $80.2 million. 

2,290,OOO 
I 9H.i .5.42 3.46 1 

HNSI I995 N.6H 77,025 
9H4lI996 7.81 93.400 
98211997 7.25 150,000 

325,886 
1984 16.53 300,000 

9.6 1 2j28.56.5 
9.76 $4524.3 I3 

2,890,OOO 
5.30 3.46 1 
X.68 84,025 
7.81 95,400 
7.25 150,000 

332,886 
16.53 300,000 
10.00 3.536.792 
10.70 $5,480,062 

The remaining discount notes outstanding at December 
31, 1982 and 1983 issues have no minimum credit line 
requirements. At December 3 I, 1982, the corporation had 
established with various commercial banks lines of credit 
aggregating $520 million. 

Mortgugt- Stwrihs Sold C’nder Apwrrre~rts to R~~urrhasu 

Repurchase agreement programs have maturities ranging 
up to one year. The agreements outstanding at December 
3 I, 1982 provide for the sale and repurchase of $332.3 
million ot’ PCs issued by the corporation as collateral for 
the $320.2 million in borrowings. The agreements are 
accounted f’or as financing transactions and. accordingl!~. 
such mortgages are included in the corporation’s retained 
mortgage portfolio OII the accompanying balance sheers. 



APPENDIX I APPENDIX I 

‘l‘ht- c c)l.lH)~~,ition’s IV I\ ,w ccmtinuousl~ offered for sale 
I~II~I~I both Illiill(lilt<)t-\ ,cntl optional deliver\ programs. 
I)c*li\er\ p~~od\ r;tIIKe lrom 7 IO I.50 davs under the 
llliill~l;ll01.\ p~~oKr;~ili, Srltlrmeiits occur a niiiiimum of 270 
&IS II-OIII 1hr thw OI (OIIIIX~ where delivery is at the 
optioii of Ihc ~Ol~}~Ol~illiOll. 

8) Subordinated Borrowings 

~ Subordinated borrowings at December 3 I, 1982 and De- 
~ ccmber 3 I, I!)H I consisted of: 

Dwmnber 31. I901 

erhctirr 
Imumc 

male mdmc* - - 

uhanund~ 
d doiw 

I I .N? $ :,ll.O(Ht 

8.41 l,ilt.lt~to 

- - 

200.1t00 

- 

- 

- - 

The debentures are subordinated to all obligations and 
liabilities of the corporation, including obligations of others 
that the corporation has guaranteed, whether existing at 
the date of issuance or thereafter incurred or created. 
The zero coupon capital debentures rank equally with the 
9.4 I percent and the 12.69 percent capital debentures and 
all are senior in right of payment to the II.50 percent 
capital debentures. 

9) Penrion Plan 

The corporation has a defmed-benefit pension plan cov- 
ering substantially all of its employees. The corporation 
makes annual contributions to the plan equal to the amounts 
accrued for pension expense. 

Since net assets available for plan benefits exceed the 
actuarial present value of accumulated plan benefits, there 
was no pension expense in 1982. The corporation expects 
:here will be litt!e $7 no expense in 1983 as well. 

A comparison of accumulated plan benefits and plan 
net assets for the corporation’s pension plan follows: 

Iln? JMI -- 
(huld. -r ddb) 

Actuarial present value of accumulated plan brnefi~s: 
Vested .,................................................................... $2.166 $1.447 
Non-vested .._._.....................,..............,..,,,.. 566 511 -- 

$2,752 s I.958 -- -- 

Ncc assets available for benefits .._.................... $5.37 I $4.255 -- -- 

. 

(916610) 
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