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APPENDIX XIlI-1
SECONDARY MARKET FOR MORTGAGE LOANS
EXCERPTS FROM THE NATIONAL HOUSING ACT
TITLE Il - NATIONAL MORTGAGE ASSOCIATIONS

Creation of Association

Sec. 302. (a) (1) Thereis hereby created a body corporate to be known as the “ Federal National Mortgage
Association”, which shall be in the Department of Housing and Urban Development. The Association
shall have succession until dissolved by Act of Congress. It shall maintain its principal office in the
District of Columbia and shall be deemed, for purposes of venue in civil actions, to be a resident thereof.
Agencies or offices may be established by the Association in such other place or places as it may deem
necessary or appropriate in the conduct of its business.

(2) On September 1, 1968, the body corporate described in the foregoing paragraph shall cease to exist in
that form and is hereby partitioned into two separate and distinct bodies corporate, each of which shall
have continuity and corporate succession as a separated portion of the previously existing body corporate,
asfollows:

(A) One of such separated portions shall be a body corporate without capital stock to be known as
Government National Mortgage Association (hereinafter referred to as the “ Association”), which shall be
in the Department of Housing and Urban Development. . .

Management and Liquidating Functions - Government National Mortgage Association

Sec. 306. (g) The Association is authorized, upon such terms and conditions as it may deem appropriate,
to guarantee the timely payment of principal of and interest on such trust certificates or other securities as
shall (i) be issued by the corporation under section 304(d) of this Title, or by any other issuer approved
for the purposes of this subsection by the Association, and (ii) be based on and backed by atrust or pool
composed of mortgages which are insured under this chapter [of the National Housing Act] or Title V of
the Housing Act of 1949, or which are insured or guaranteed under the Servicemen’s Readjustment Act of
1944 or chapter 37 of Title 38, or which are guaranteed under Title XI1I of the Public Health Service
Act’; or guaranteed under section 184 of the Housing and Community Development Act of 1992. The
Association shall collect from the issuer a reasonable fee for any guaranty under this subsection and shall
make such charges as it may determine to be reasonable for the analysis of any trust or other security
arrangement proposed by the issuer. In the event the issuer is unable to make any payment of principal of
or interest on any security guaranteed under this subsection, the Association shall make such payment as
and when due in cash, and thereupon shall be subrogated fully to the rights satisfied by such payment. In
any case in which (1) Federal law requires the reduction of the interest rate on any mortgage backing a
security guaranteed under this subsection, (I1) the mortgagor under the mortgage is a person in the
military service, and (I11) the issuer of such security fails to receive from the mortgagor the full amount of
interest payment due, the Association may make payments of interest on the security in amounts not
exceeding the difference between the amount payable under the interest rate on the mortgage and the
amount of interest actually paid by the mortgagor. The Association is hereby empowered, in connection
with any guaranty under this subsection, whether before or after any default, to provide by contract with

! The relevant portions of Title X!11 of the Public Health Service Act have been repealed.
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the issuer for the extinguishment, upon default by the issuer, of any redemption, equitable, legal, or other
right, title, or interest of the issuer in any mortgage or mortgages constituting the trust or pool against
which the guaranteed securities are issued; and with respect to any issue of guaranteed securities, in the
event of default and pursuant otherwise to the terms of the contract, the mortgages that constitute such
trust or pool shall become the absolute property of the Association subject only to the unsatisfied rights of
the holders of the securities based on and backed by such trust or pool. No State or local law, and no
Federal Law (except Federal law enacted expressly in limitation of this subsection after October 8, 1980)
shall preclude or limit the exercise by the Association of (A) its power to contract with the issuer on the
terms stated in the preceding sentence, (B) its rights to enforce any such contract with the issuer, or (C) its
ownership rights, as provided in the preceding sentence, in the mortgages constituting the trust or pool
against which the guaranteed securities are issued. The full faith and credit of the United States is
pledged to the payment of all amounts which may be required to be paid under any guaranty under this
subsection.

Management

Sec. 308. (a) All the powers and duties of the Government National Mortgage Association shall be vested
in the Secretary of Housing and Urban Development and the Association shall be administered under the
direction of the Secretary. Within the limitations of law, the Secretary shall determine the general policies
which shall govern the operations of the Association, and shall have power to adopt, amend, and repeal
bylaws governing the performance of the powers and duties granted to or imposed upon it by law. There
is hereby established in the Department of Housing and Urban Development the position of President,
Governmental National Mortgage Association, who shall be appointed by the President, by and with the
advice and consent of the Senate. The Secretary shall select and effect the appointment of qualified
persons to fill the offices of vice president, and such other offices as may be provided for in the bylaws.
Persons appointed under the preceding sentence shall perform such executive functions, powers, and
duties as may be prescribed by the bylaws or by the Secretary, and such persons shall be executive
officers of the Association and shall discharge all such executive functions, powers, and duties.
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