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FANNIE MAE BYLAWS
As amended through July 21, 2016

The Director of the Federal Housing Finance Agency, or FHFA, Fannie Mae’s safety,
soundness and mission regulator, appointed FHFA as conservator of Fannie Mae on
September 6, 2008. As conservator, FHFA succeeded to all rights, titles, powers and
privileges of the corporation, and of any stockholder, officer or director of the
corporation with respect to the corporation and its assets, and may, by regulation or
order, provide for the exercise of any function by any stockholder, director, or officer of
Fannie Mae. On November 24, 2008, FHFA, as conservator, reconstituted the Fannie Mae
Board of Directors (Board) and directed the functions and authorities of the Board. The
Board serves on behalf of the conservator and shall exercise their authority as directed
by the conservator. The Bylaws should be read in conjunction with an understanding of
the Company’s conservatorship status.

Article 1: General Provisions

Section 1.01. Name. The name of the corporation is Federal National Mortgage Association.
The corporation may also do business under the name Fannie Mae.

Section 1.02. Principal Office and Other Offices. The principal office of the corporation shall be
in the District of Columbia. Other offices of the corporation shall be in such places as may be
deemed by the Board of Directors or the Chief Executive Officer to be necessary or appropriate.

Section 1.03. Seal. The seal of the corporation shall be of such design as shall be approved
and adopted from time to time by the Board of Directors, and the seal or a facsimile thereof may
be affixed by any person authorized by the Board of Directors or these Bylaws by impression,
by printing, by rubber stamp, or otherwise.

Section 1.04. Fiscal Year. The fiscal year of the corporation shall end on the 31st day of
December of each year.

Section 1.05. Corporate Governance Practices and Procedures. Pursuant to Sections 12
C.F.R. 1236 and 1239 of the Federal Housing Finance Agency Regulations (the “FHFA
Regulation”), to the extent not inconsistent with the Charter Act and other Federal law, rules,
and regulations, the corporation has elected to follow the applicable corporate governance
practices and procedures of the Delaware General Corporation Law, as the same may be
amended from time to time. The inclusion of Sections 1.01, 1.02, 1.05, 2.01, 2.02, 2.03, 2.10,
3.08(b), 3.08(c), 4.01, 4.02, 4.03 and 4.19, Articles 6, 7 and 8, and any new bylaw which may be
adopted from time to time and designated as a “Certificate Provision” in accordance with
Section 7.01 (collectively, the “Certificate Provisions”) in these Bylaws shall constitute inclusion
in the corporation’s “certificate of incorporation” for all purposes of the Delaware General
Corporation Law. The inclusion in these Bylaws of bylaws that are not Certificate Provisions
(collectively, the “Bylaw Provisions”) shall constitute inclusion in the corporation’s “bylaws” for all
purposes of the Delaware General Corporation Law.
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Article 2: Capital Stock

Section 2.01. Common Stock. The common stock, all of which is voting and has no par value,
shall have a stated value per share as determined from time to time by the Board of Directors.
Shares of the corporation may be acquired and held in the treasury of the corporation, and may
be disposed of by the corporation for such consideration and for such purposes as may be
determined from time to time by the Board of Directors.

Section 2.02. Preferred Stock. The corporation shall have authority to issue up to 700,000,000
shares of preferred stock having no par value. The preferred stock may be issued from time to
time in one or more series upon approval by the Board of Directors, or a committee thereof
appointed for such purpose, and the Board of Directors or such committee may, by resolution
providing for the issuance of such preferred stock, designate with respect to such shares: (a)
their voting powers; (b) their rights of redemption; (c) their right to receive dividends (which may
be cumulative or non-cumulative) including the dividend rate or rates, conditions to payment,
and the relative preferences in relation to the dividends payable on any other class or classes or
series of stock; (d) their rights upon the dissolution of, or upon any distribution of the assets of,
the corporation; (e) their rights to convert into, or exchange for, shares of any other class or
classes of stock of the corporation, including the price or prices or the rate of exchange; and (f)
other relative, participating, optional or special rights, qualifications, limitations or restrictions.
Notwithstanding Sections 4.12(a)(6) and 4.17 of these Bylaws, the Board of Directors may
authorize a committee of the Board to declare dividends on preferred stock.

Section 2.03. Payment for Shares. The consideration to be received by the corporation for the
issuance of common shares shall be fixed from time to time by the Board of Directors. A
subscriber shall be entitled to issuance of shares upon receipt by the corporation of the
consideration for which the shares are to be issued. No certificates shall be issued for any
share until the share is fully paid, and, when issued, such shares shall be nonassessable.

Section 2.04. Uncertificated Shares. Any shares of stock of any class or series of the
corporation shall be issued in uncertificated form pursuant to customary arrangements for
issuing shares in such form, unless a stock certificate is requested by a stockholder.

Section 2.05. Certificates Representing Shares. Each registered holder of the capital stock of
the corporation shall be entitled to a certificate or certificates signed by the Chairman of the
Board of Directors or the President and by the Secretary or an Assistant Secretary of the
corporation, and sealed with the seal of the corporation certifying the number of shares owned
by him in the corporation. The certificates shall be in such form as the Board, from time to time,
may approve. Any or all of the signatures on the certificate may be a facsimile. In case any
officer, transfer agent or registrar who has signed or whose facsimile signature has been placed
upon a certificate shall have ceased to be such officer, transfer agent or registrar before such
certificate is issued, it may be issued by the corporation with the same effect as if he or she
were such officer, transfer agent or registrar at the date of issue.

Section 2.06. Transfers of Stock. Transfers of stock shall be made upon the books of the
corporation at the request of either the registered holder of the stock or the attorney, lawfully
constituted in writing, of such registered holder and, in the case of a holder with a certificate, on
surrender for cancellation of the certificate for such share or, in the case of a holder with an
uncertificated share, on presentment of proper evidence of succession, assignation or authority
to transfer in accordance with customary procedures for transferring shares in uncertificated
form.
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Section 2.07. Registered Holder. The corporation shall be entitled to treat the registered
holder of any share or shares of stock as the holder in fact thereof and accordingly shall not be
bound to recognize any equitable or other claim to or interest in such share on the part of any
other person whether or not it shall have express or other notice thereof, save as expressly
provided by the laws of the State of Delaware insofar as they are applicable to the stock of stock
corporations organized under the Delaware General Corporation Law.

Section 2.08. Loss or Destruction of Certificate of Stock. In case of loss or destruction of any
certificate of stock, another may be issued in its place, pursuant to such requirements and
procedures as may be established by the Secretary of the corporation with the concurrence of
the General Counsel (including, without limitation, requiring provision of a surety bond).

Section 2.09. Stockholder Records.

(a) The corporation shall keep at its principal place of business, or at the office of its
transfer agent or registrar, a record of its stockholders, giving the names and addresses of all
stockholders and the number of shares held by each.

(b) The officer who has charge of the stock ledger of the corporation shall prepare and
make, at least 10 days before every meeting of stockholders, a complete list of the stockholders
entitled to vote at said meeting, arranged in alphabetical order, showing the address of and the
number of shares registered in the name of each stockholder. Such list shall be open to the
examination of any stockholder, for any purpose germane to the meeting, for a period of at least
10 days prior to the meeting, during ordinary business hours, at the principal place of business
of the corporation or as may otherwise be permitted by the Delaware General Corporation Law.
The list shall be produced and kept at the time and place of the meeting during the whole time
thereof and may be inspected by any stockholder who is present.

Section 2.10. Registration of common and preferred stock. The corporation shall register its
common and preferred stock with the Securities and Exchange Commission as required
pursuant to Sections 12(b) or (g) of the Securities Exchange Act of 1934, as amended, and shall
take appropriate steps to maintain such registration. Notwithstanding anything to the contrary
contained in Section 7.02 of these Bylaws, this Section 2.10 may be altered, amended, or
repealed only by the unanimous vote or consent of all the then incumbent Members of the
Board then in office.

Article 3: The Stockholders

Section 3.01. Place of Meetings. Meetings of the stockholders of the corporation shall be held
at such place or places, within or without the District of Columbia, as shall be determined by the
Board of Directors; and the Chairman of the Board (or in his absence another person
designated by the Board of Directors) shall preside at all such meetings.

Section 3.02. Annual Meeting. The annual meeting of stockholders shall be held on such date
and at such time as the Board of Directors may designate.

Section 3.03. Special Meetings. Special meetings of the stockholders may be called by the
Board of Directors or the Chairman of the Board, or at the request of the holders of not less than
one-third of all the shares entitled to vote, to be determined as of the close of the first day of the
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month preceding the month in which the request is presented to the Secretary. Business
transacted at all special meetings shall be confined to the subjects stated in the notice of special
meeting.

Section 3.04. Notice of Meetings — Waiver and Adjourned Meetings. Written notice stating
the place, date and hour of the meeting, and the purpose or purposes for which the meeting is
called, shall be delivered not less than 10, nor more than 60, days before the date of the
meeting, by the Secretary of the corporation, to each registered holder entitled to vote at such
meeting. If mailed, such notice shall be deemed to be delivered when deposited in the United
States mail addressed to the registered holder at his address as it appears on the stock transfer
books of the corporation, with first class postage prepaid. Waiver by a stockholder in writing of
notice of a stockholders’ meeting, signed by him either before or after the time of the meeting,
shall be equivalent to the giving of such notice. Attendance by a stockholder at a stockholders’
meeting, whether in person or by proxy, without objection to the notice or lack thereof, shall
constitute a waiver of notice of the meeting. Any meeting of stockholders may be adjourned by
the chair of the meeting to reconvene at another time or place. When a meeting is adjourned to
another time or place, notice need not be given of the adjourned meeting if the time and place
thereof are announced at the meeting at which the adjournment is taken. At the adjourned
meeting the corporation may transact any business which might have been transacted at the
original meeting. If the adjournment is for more than 30 days, or if after the adjournment a new
record date is fixed for the adjourned meeting, a notice of the adjourned meeting shall be given
to each stockholder of record entitled to vote at the meeting.

Section 3.05. Fixing Record Date

(a) For the purpose of determining stockholders entitled to notice of or to vote at any
meeting of stockholders or any adjournment thereof, the Board of Directors may fix a date as
the record date. Such date, in any case, shall not precede the date upon which the resolution
fixing the record date is adopted by the Board of Directors and shall be not more than 60 days
and not less than 10 days prior to the date of such meeting. If no such record date is fixed, the
close of business on the day next preceding the day on which notice is given, or, if notice is
waived, the close of business on the day next preceding the date on which the meeting is held
shall be the record date for the determination of stockholders entitled to notice of or to vote at a
meeting of stockholders. When a determination of stockholders entitled to vote at any meeting
of stockholders has been made, as provided in this section, the determination shall apply to any
adjournment thereof, provided, however, that the Board of Directors may fix a new record date
for the adjourned meeting.

(b) For the purpose of determining stockholders entitled to receive payment of any
dividend, or in order to make a determination of stockholders for any other purpose (except as
provided in Section 3.05(a), the Board of Directors or a duly authorized Committee thereof may
fix a date as the record date. Such date, in any case, shall not precede the date upon which the
resolution fixing the record date is adopted and shall be not more than 60 days prior to the date
on which the particular action is to be taken. If no such record date is fixed, the close of
business on the day on which the resolution relating thereto is adopted shall be the record date
for the determination of stockholders.

Section 3.06. Quorum. A majority of the shares entitled to vote, represented in person or by
proxy, shall constitute a quorum at a meeting of stockholders. The stockholders present at a
duly organized meeting may continue to do business until adjournment, notwithstanding the
withdrawal of the holders of enough shares to leave less than a quorum. If a meeting cannot be
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organized because a quorum has not attended, either the chair of the meeting, or those
stockholders present, in person or by proxy, by a majority of the votes cast by such stockholders
so present, may adjourn the meeting from time to time until a quorum is present when any
business may be transacted that may have been transacted at the meeting as originally called.

Section 3.07. Proxies. A stockholder may vote either in person or by proxy executed in writing
by the stockholder or his duly authorized representative. No proxy shall be valid after 11
months from the date of its execution, unless otherwise expressly provided in the proxy.

Section 3.08. Voting

(a) At every meeting of the stockholders, every holder of the common stock shall be
entitled to one vote for each share of common stock registered in the name of such holder on
the stock transfer books of the corporation at the close of the record date. A proxy purporting to
be executed by a corporation shall be presumed to be valid and the burden of proving invalidity
shall rest on any challenger. A proxy purporting to be executed by a partnership shall be
presumed to be valid and the burden of proving invalidity shall rest on any challenger. Unless a
higher percentage of affirmative votes is required by the Charter Act, these Bylaws, applicable
stock exchange rules or regulations, or other applicable Federal law, rules, or regulations, the
stockholders will have approved any matter if, at a meeting at which a quorum is present, the
votes cast by the stockholders present, either in person or by proxy and entitled to vote thereon,
in favor of such matter exceed the votes cast by such stockholders against such matter.

(b) Except as provided in Section 308 (b) of the Charter Act, members of the Board of
Directors shall be elected by a majority of the votes cast in person or by proxy at any meeting
that includes the election of directors at which a quorum is present, provided that if (i) the
number of nominees exceeds the number of directors to be elected or (ii) the Secretary of the
Corporation received notice that a stockholder nominated a person for election to the Board of
Directors in accordance with Section 4.21 of these Bylaws, and that nomination has not been
withdrawn by the stockholder on or before the tenth day preceding the date the corporation first
mails its meeting notice to stockholders, the directors are to be elected by a plurality of the votes
cast in person or by proxy. For purposes of this Section, a majority of the votes cast means that
the number of shares voted “for” a director must exceed the number of votes cast “against” that
director. For purposes of this Section, if plurality voting is applicable to the election of directors
at any meeting, the director nominees who receive the highest number of votes cast “for”,
without regard to votes cast “against,” shall be elected as directors up to the total number of
directors to be elected at that meeting. Abstentions and broker non-votes will not count as a
vote cast with respect to a director’s election.

(c) If an incumbent director fails to receive the required vote for re-election, the
Nominating and Corporate Governance Committee will review the director’'s previously
submitted irrevocable resignation (which is contingent upon (i) his or her failure to receive the
required vote and (ii) Board acceptance of such resignation), will act on an expedited basis to
determine whether to accept such director’s resignation, and will submit such recommendation
for prompt consideration by the Board. The Board expects the director whose resignation is
under consideration to abstain from participating in any decision regarding that resignation. The
Nominating and Corporate Governance Committee and the Board may consider any factors
they deem relevant in deciding whether to accept a director’s resignation. The Board will
publicly disclose (in accordance with Section 3.12 of these Bylaws) its decision regarding the
tendered resignation and the rationale for the decision within 90 days after the date of
certification of the election results. If such incumbent director’s resignation is not accepted by
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the Board, such director will continue to serve until the next meeting that includes the election of
directors and until his or her successor is chosen and qualified, or his or her death, resignation,
or retirement or removal in accordance with applicable law or regulation, whichever event shall
first occur. If a director’s resignation is accepted by the Board, or if a nominee for director is not
elected and the nominee is not an incumbent director, then the Board, in its sole discretion, may
fill any resulting vacancy pursuant to the provisions of Section 308(b) of the Charter Act.

Section 3.09. Inspectors of Votes. The Board of Directors, in advance of any meeting of
stockholders, shall appoint one or more Inspectors of Votes to act at the meeting or any
adjournment thereof and make a written report thereof. One or more persons may be
designated as alternates to replace any Inspector of Votes who fails to act. In case any person
so appointed Inspector of Votes or alternate resigns or fails to act, the vacancy shall be filled by
appointment made by the chairman of the meeting. The Inspectors of Votes shall (a) ascertain
the number of shares outstanding and the voting power of each and determine all questions
concerning the qualification of voters; (b) determine the shares represented at the meeting and
the validity of proxies and ballots; (c) determine all questions concerning the acceptance or
rejection of votes and, with respect to each vote by ballot, shall collect and count all votes and
ballots; (d) determine and retain for a reasonable period a record of the disposition of any
challenges made to any determination by the Inspectors of Votes; and (e) report in writing to the
secretary of the meeting their determination of the number of shares represented at the
meeting, and their count of all votes and ballots. The Inspectors of Votes need not be
stockholders of the corporation. No person who is an officer or Member of the Board of
Directors of the corporation, or who is a candidate for election as a Member of the Board of
Directors, shall be eligible to be an Inspector of Votes. Any report or certificate by the
Inspectors of Votes shall be prima facie evidence of the facts stated and of the votes as certified
by them.

Section 3.10. Stockholder Notices to the Corporation. Whenever notice is to be given to the
corporation by a stockholder under any provision of law or of these Bylaws, such notice shall be
delivered to the Secretary at the principal executive offices of the corporation. If delivered by
electronic mail or facsimile, the stockholder’s notice shall be directed to the Secretary at the
electronic mail address or facsimile number, as the case may be, specified in the corporation’s
most recent proxy statement.

Section 3.11. Conduct of Meetings. The date and time of the opening and the closing of the
polls for each matter upon which the stockholders will vote at a meeting shall be announced at
such meeting by the person presiding over the meeting. The Board of Directors may adopt by
resolution such rules or regulations for the conduct of meetings of stockholders as it shall deem
appropriate. Except to the extent inconsistent with such rules and regulations as adopted by the
Board of Directors, the chair of any meeting of stockholders shall have the right and authority to
prescribe such rules, regulations and procedures and to do all such acts as, in the judgment of
such chair, are appropriate for the proper conduct of the meeting. Such rules, regulations or
procedures, whether adopted by the Board of Directors or prescribed by the chair of the
meeting, may include, without limitation, the following: (a) the establishment of an agenda or
order of business for the meeting; (b) rules and procedures for maintaining order at the meeting
and the safety of those present; (c) limitations on attendance at or participation in the meeting to
stockholders of record of the corporation, their duly authorized and constituted proxies, or such
other persons as the chair shall permit; (d) restrictions on entry to the meeting after the time
fixed for the commencement thereof; and (e) limitations on the time allotted to questions or
comments by participants. Meetings of stockholders shall not be required to be held in
accordance with rules of parliamentary procedure.
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Section 3.12. Notice of Business to be Brought Before an Annual Meeting. At an annual
meeting of the stockholders, only such business shall be conducted as shall have been properly
brought before the meeting. To be properly brought before an annual meeting, business must
be (a) specified in the notice of meeting (or any supplement thereto) given by or at the direction
of the Board of Directors; (b) otherwise properly brought before the meeting by or at the
direction of the Board of Directors; or (c) otherwise properly brought before the meeting by a
stockholder. For business to be properly brought before an annual meeting by a stockholder
(other than the nomination of a person for election as a director, which is governed by Section
4.21 of these Bylaws), the stockholder must have given timely notice thereof in writing to the
Secretary of the corporation. To be timely, a stockholder’s notice must be delivered to or mailed
and received at the principal executive offices of the corporation not earlier than the close of
business on the 120w day and not later than the close of business on the 60t day prior to the
first anniversary of the preceding year’'s annual meeting; provided, however, that in the event
that the date of the annual meeting is more than 30 days before or more than 60 days after such
anniversary date, notice by the stockholder to be timely must be so delivered not earlier than the
close of business on the 120w day prior to such annual meeting and not later than the close of
business on the later of the 60 day prior to such annual meeting and the 10w day following the
day on which public disclosure of the date of such meeting is first made by the corporation. In
no event shall the public disclosure of an adjournment of an annual meeting commence a new
time period for the giving of a stockholder’s notice as described above. (For purposes of these
Bylaws, public disclosure shall be deemed to include a disclosure made in a press release
reported by the Dow Jones News Services, Associated Press or a comparable national news
service or in a document filed by the corporation with the Securities and Exchange Commission
pursuant to Section 13 of the Securities Exchange Act of 1934, as amended.) A stockholder’s
notice to the Secretary shall set forth as to each matter the stockholder proposes to bring before
the annual meeting (A) a brief description of the business desired to be brought before the
annual meeting and the reasons for conducting such business at the annual meeting; (B) the
name and address, as they appear on the corporation’s books, of the stockholder proposing
such business; (C) the class and number of shares of the corporation that are beneficially
owned by the stockholder; and (D) any material interest of the stockholder in such business.
Notwithstanding anything in these Bylaws to the contrary, no business shall be conducted at
any annual meeting except in accordance with the procedures set forth in this Section 3.12.
The chair of the annual meeting shall, if the facts warrant, determine and declare to the meeting
that business was not properly brought before the meeting in accordance with the provisions of
this Section 3.12, and if he or she should so determine, he or she shall so declare to the
meeting and any such business not properly brought before the meeting shall not be transacted.

Article 4: The Board of Directors

Section 4.01. General Policies. General policies governing the operations of the corporation
shall be determined by the Board of Directors.

Section 4.02. Membership. The Board of Directors shall consist of those Members appointed
and elected as provided by law.

Section 4.03. Term of Members. Each Member shall hold office for the term for which he is
elected or appointed and until his successor is chosen and qualified, or his death, resignation,
or retirement or removal in accordance with applicable law or regulation, whichever event shall
first occur.
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Section 4.04. Regular Meetings. The Board of Directors shall meet in regular meetings at such
times as shall be determined by the Board from time to time, except as provided in section 4.05
and except when the Chairman of the Board shall notify the Secretary of a different date prior to
a scheduled regular meeting. Each regular meeting shall be held at the principal office of the
corporation in the District of Columbia, unless special provision is made by the Board, in
advance of any such regular meeting, to hold that meeting at another place, either within or
without the District of Columbia.

Section 4.05. Annual Meeting. Immediately following the annual meeting of the stockholders,
the Board of Directors shall meet each year for the purpose of considering any business that
may properly be brought before the meeting, and such annual meeting of the Board shall be a
regular meeting.

Section 4.06. Special Meetings. Other meetings of the Board of Directors may be held upon
the call of the Chairman of the Board of Directors, or of a majority of the then incumbent
Members of the Board. Each special meeting shall be held at the principal office in the District
of Columbia unless the Chairman of the Board prescribes and the notice specifies another
place.

Section 4.07. Notice of Meetings — Waiver. No naotice of any kind to Members of the Board of
Directors shall be necessary for any regular meeting that is held on a date determined by the
Board, or for the annual meeting. In the case of a regular meeting on a different date, notice
shall be given to each Member by the Secretary; in the case of a special meeting, notice shall
be given to each Member by the Secretary at the direction of the calling authority. Such notice
shall be in writing and sent to the address on file with the Secretary of the corporation not later
than during the third day immediately preceding the day for the meeting; or by word of mouth,
telephone, facsimile or electronic mail, directed to the telephone number, facsimile number or
electronic mail address, as the case may be, on file with the Secretary of the corporation, not
later than during the second day immediately preceding the day for the meeting. The
attendance of any Member at a meeting shall constitute a waiver of notice by such Member,
except where such Member attends for the express purpose of protesting at the beginning of
the meeting the lack of notice of the meeting. Neither the business to be transacted at, nor the
purpose of, any meeting of the Board of Directors need be specified in the notice of the meeting.

Section 4.08. The Chairman of the Board of Directors. The Chairman of the Board of Directors
may be chosen by the Board at any meeting of the Board from among the Members, and his
tenure shall commence immediately and continue until the next succeeding annual meeting of
the Board, or until his successor is chosen, whichever occurs first. The Chairman of the Board
(or in his absence another person designated by the Board of Directors) shall preside at all
meetings of the Board of Directors and at meetings of stockholders. In addition, the Chairman
of the Board shall have such powers and perform such duties as the Board may prescribe.
Except as otherwise provided by law, the Charter Act, these Bylaws, or the Board, the Chairman
shall have plenary authority to perform all duties as may be assigned to him from time to time by
the Board.

Section 4.08a. The Vice Chairman of the Board of Directors. The Board of Directors may from
time to time elect from among the Members of the Board one or more Vice Chairmen of the
Board. Any such Vice Chairman shall have such powers and shall perform such duties as the
Board of Directors may prescribe or as the Chairman of the Board shall delegate to him.



Case 1:15-cv-00708-GMS Document 69-1 Filed 06/16/17 Page 10 of 205 PagelD #: 1966

Section 4.09. Quorum. The presence, in person or otherwise in accordance with section 4.18
hereof, of a majority of the then incumbent Members of the Board of Directors or of a Board
Committee, as applicable, at the time of any meeting of the Board or such Committee, shall
constitute a quorum for the transaction of business. The act of the majority of such Members
present at a meeting at which a quorum is present shall be the act of the Board of Directors
unless the act of a greater number is required by these Bylaws. Members may not be
represented by proxy at any meeting of the Board of Directors or a Board Committee.

Section 4.10. Action Without a Meeting. Any policy or action that may be approved or taken at
a meeting of the Board or of any Board Committee may be approved or taken without a meeting
if all incumbent Members of the Board or the Committee, as the case may be, consent thereto in
writing and the writings are filed with the minutes of the proceedings of the Board or the
Committee.

Section 4.11. Facsimile Signatures. The Board of Directors, the Chairman of the Board, the
Chief Executive Officer or any designee of the Chief Executive Officer may authorize the use of
facsimile signatures in lieu of manual signatures.

Section 4.12. Executive Committee.

(a) The Executive Committee of the Board shall consist of at least five Members who
shall be designated by the Board and serve at the pleasure of the Board. One of the members
of the Executive Committee shall be the Chief Executive Officer of the corporation who may
also, but is not required to, be chair of the Committee. The designation of such Committee and
the delegation thereto of authority shall not alone relieve any director of any duty he owes the
corporation. The Executive Committee, during the interim between Board meetings, shall have
the authority of the Board, except that it shall not have the authority to take any of the following
actions:

1. The submission to stockholders of any action requiring stockholders’
authorization.

2. The filing of vacancies on the Board of Directors or on the Executive
Committee.

3. The fixing of compensation of the directors for serving on the Board or on the
Executive Committee.

4. The appointment or removal of the Chairman of the Board, Chief Executive
Officer, President, any Vice Chairman, and any Executive Vice President,
except that vacancies in established positions may be filled subject to
ratification by the Board of Directors.

5. The amendment or repeal of these Bylaws or the adoption of new bylaws.

6. The declaration of dividends or the authorizing of the issuance of the
corporation’s stock.

7. The amendment or repeal of any resolution of the Board which by its terms is
not so amendable or repealable.
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8. The adoption of an agreement of merger or consolidation or the adoption of a
certificate of ownership and merger.

9. The recommendation to stockholders of the sale, lease or exchange of all or
substantially all of the corporation’s property and assets.

10. The recommendation to stockholders of a dissolution of the corporation or a
revocation of a dissolution.

(b) The Executive Committee shall meet at the call of its chairman or of a majority of its
members, and a majority shall constitute a quorum. The action of the majority of the members
of the Committee shall be the action of the Committee.

(c) Unless otherwise expressly provided by resolution of the Board of Directors,
members of the Executive Committee shall be compensated and shall be reimbursed for travel
and expenses on the same basis and at the same rate as is provided for Members of the Board
of Directors for attendance at meetings of the Board.

(d) At the first regular meeting of the Board of Directors following a meeting of the
Executive Committee, the Executive Committee shall present to the Board a report and such
recommendations as are in its judgment necessary for the proper operation of the corporation.

Section 4.13. Audit Committee. The Board of Directors shall have an Audit Committee and, as
required by Section 1239.5(b) of the FHFA Regulation, as the same may be amended from time
to time, the Audit Committee shall comply with the charter, independence, composition,
expertise and other requirements under section 301 of the Sarbanes-Oxley Act of 2002 and
under rules issued by the New York Stock Exchange, as the same may be amended from time
to time.

Section 4.14. Compensation Committee. The Board of Directors shall have a Compensation
Committee and, as required by Section 1239.5(b) of the FHFA Regulation, as the same may be
amended from time to time, the Compensation Committee shall comply with the charter,
independence, composition, expertise, duties, responsibilities, and other requirements set forth
under the rules issued by the New York Stock Exchange, as the same may be amended from
time to time. The duties of the Compensation Committee shall include overseeing the
corporation’s compensation policies and plans for executive officers and employees and
approving the compensation of principal officers of the corporation.

Section 4.15. Nominating and Corporate Governance Committee. The Board of Directors shall
have a Nominating and Corporate Governance Committee, as required by Section 1239.5(b) of
the FHFA Regulation, as the same may be amended from time to time. The Nominating &
Corporate Governance Committee shall comply with the charter, independence, composition,
expertise and other requirements set forth under the rules issued by the New York Stock
Exchange, as the same may be amended from time to time.

Section 4.16. Risk Committee. The Board of Directors shall have a Risk Committee, as
required by Section 1239.11(b) of the FHFA Regulation, as the same may be amended from
time to time. The Risk Committee shall comply with the charter, independence, composition,
expertise and other requirements set forth under the rules issued by the New York Stock
Exchange, as the same may be amended from time to time.
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Section 4.17. Other Committees. In addition to the Executive, Audit, Compensation,
Nominating and Corporate Governance and Risk committees, the Board of Directors may by
resolution designate from among its Members such other committees as it deems appropriate,
each of which, to the extent provided by resolution of the Board, may exercise all authority of
the Board except those actions outside the authority of the Executive Committee. The
designation of any such committee and the delegation thereto of authority shall not alone relieve
any director of any duty he owes the corporation.

Section 4.18. Remote Meetings. Any meeting of the Board of Directors or any meeting of a
Board Committee may be held with the Members of the Board or members of such Committee
participating in such meeting by telephone or by any other means of communication by which all
such persons participating in the meeting are able to speak to and hear one another.

Section 4.19. Limitation on Liability. To the fullest extent permitted by Delaware statutory and
decisional law, as amended or interpreted, no director of this corporation shall be personally
liable to the corporation or its stockholders for monetary damages for breach of fiduciary duty as
a director. This Section 4.19 does not affect the availability of equitable remedies for breach of
fiduciary duties.

Section 4.20. Eligibility to Make Nominations. Nominations of candidates for election as
directors at an annual meeting of stockholders called for election of directors may be made (i)
by any stockholder entitled to vote at such meeting only in accordance with the procedures
established by Section 4.21 of these Bylaws, or (ii) by the Board of Directors or by a duly
authorized Committee thereof. In order to be eligible for election as a director, any director
nominee must first be nominated in accordance with the provisions of these Bylaws.

Section 4.21. Procedure for Nominations by Stockholders. Any stockholder entitled to vote for
the election of a director at an annual meeting may nominate one or more persons for such
election only if written notice of such stockholder’s intent to make such nomination is delivered
to or mailed and received by the Secretary of the corporation. Such notice must be received by
the Secretary not later than the following dates: with respect to an annual meeting of
stockholders, not earlier than the close of business on the 120t day and not later than the close
of business on the 60w day prior to the first anniversary of the preceding year’'s annual meeting;
provided, however, that in the event that the date of the annual meeting is more than 30 days
before or more than 60 days after such anniversary date, notice by the stockholder to be timely
must be so delivered not earlier than the close of business on the 120n day prior to such annual
meeting and not later than the close of business on the later of the 60w day prior to such annual
meeting and the 10w day following the day on which public disclosure of the date of such
meeting is first made by the corporation. The written notice shall set forth: (1) the name, age,
business address and residence address of each nominee proposed in such notice; (2) the
principal occupation or employment of each such nominee; (3) the class of securities and the
number of shares of capital stock of the corporation which are beneficially owned by each such
nominee; and (4) such other information concerning each such nominee as would be required,
under the rules of the Securities and Exchange Commission in a proxy statement soliciting
proxies for the election of such nominee as a director. Such notice shall include a signed
consent of each such nominee to serve as a director of the corporation, if elected and a
statement whether such nominee, if elected, intends to tender, promptly following such
nominee’s election or re-election, an irrevocable resignation effective upon such nominee’s
failure to receive the required vote for re-election at the next meeting of stockholders at which
such nominee faces re-election and upon acceptance of such resignation by the board of
directors. The corporation may also require any proposed nominee to furnish such other

11
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information as may be reasonably required by the corporation to determine whether such
proposed nominee is eligible to serve as an independent director of the corporation or that could
be material to a reasonable stockholder’'s understanding of independence, or lack thereof, of
such nominee.

Section 4.22. Compliance with Procedures. If the chair of the stockholders’ annual meeting

determines that a nomination of any candidate for election as a director was not made in
accordance with the applicable provisions of these Bylaws, such nomination shall be void.

Article 5: The Officers

Section 5.01. Number. The principal officers of the corporation shall consist of the

Chief Executive Officer, a President, one or more Vice Chairmen of the Board if the Board has
elected to fill such position or positions, one or more Executive Vice Presidents and Senior Vice
Presidents, a General Counsel, a Controller, a Treasurer, and a Secretary. There shall be such
other officers, assistant officers, agents, and employees as may be deemed necessary. Any
two or more offices may be held by the same person.

Section 5.02. General Authority and Duties. All officers, agents, and employees of the
corporation shall have such authority and perform such duties in the management and conduct
of the business of the corporation as may be provided for in these Bylaws, as may be
established by resolution of the Board of Directors not inconsistent with these Bylaws, as
generally pertain to their respective offices, and as may be delegated to them in a manner not
inconsistent with these Bylaws.

Section 5.03. Election, Tenure, and Qualifications. The principal officers shall be selected by
the Board of Directors. Each officer shall hold office until his successor is chosen and qualified,
or his death, resignation, retirement, or removal from office, whichever event shall first occur.
Selection or appointment without express tenure, of an officer, agent, or employee shall not of
itself create contract rights.

Section 5.04. Removal. Any officer, agent, or employee may be removed by the Board of
Directors. Any removal shall be in accordance with such procedures and safeguards as the
corporation may establish and shall be without prejudice to the contract rights, if any, of the
person so removed.

Section 5.05. Vacancies. Any vacancy in any office shall be filled in the manner prescribed in
these Bylaws for selection or appointment to the office.

Section 5.06. Chief Executive Officer. The Chief Executive Officer shall have the general
powers and duties of supervision, management and direction over the business and policies of
the corporation. The Chief Executive Officer shall see that all orders and resolutions of the
Board of Directors and any committee thereof are carried into effect, and shall submit reports of
the current operations of the corporation to the Board of Directors at regular meetings of the
Board of Directors and in annual reports to the stockholders.

Section 5.07. The President. The President shall have such powers and perform such duties

as the Board of Directors may prescribe, or, if the President is not also the Chief Executive
Officer, the Chief Executive Officer may delegate to him.

12
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Section 5.08. The Vice Presidents. Each Vice President shall have such powers and perform
such duties as the Board of Directors may prescribe or as the Chief Executive Officer may
delegate to him.

Section 5.09. The Treasurer. The Treasurer shall, in general, perform all the duties ordinarily
incident to the office of Treasurer and such other duties as may be assigned to him by the
Board of Directors or by the Chief Executive Officer or his designee. The Treasurer shall render
to the Board of Directors or the Chief Executive Officer or his designee, whenever the same
shall be required, an account of all his transactions as Treasurer. The Treasurer shall, if
required to do so by the Board, give the corporation a bond in such amount and with such
surety or sureties as may be ordered by the Board for the faithful performance of the duties of
his office and for the restoration to the corporation, in case of his death, resignation, retirement,
or removal from office, of all books, papers, vouchers, money, and other property of whatever
kind in his possession or under his control belonging to the corporation. The premium for any
such bond shall be paid by the corporation.

Section 5.10. The General Counsel. The General Counsel shall be the principal consulting
officer of the corporation in all matters of legal significance or import; shall be responsible for
and direct all counsel, attorneys, employees, and agents in the performance of all legal duties
and services for and on behalf of the corporation; shall perform such other duties and have such
other powers as are ordinarily incident to the office of the General Counsel; and shall perform
such other duties as, from time to time, may be assigned to him by the Board of Directors or by
the Chief Executive Officer.

Section 5.11. The Secretary. The Secretary shall keep or cause to be kept in books provided
for the purpose the minutes of the meetings of the Board of Directors and the minutes or
transcripts of the meetings of the stockholders; shall see that all notices are duly given as
required by law and in accordance with the provisions of these Bylaws; shall be responsible for
the custody and maintenance of all related records and the blank stock certificates of the
corporation; shall be custodian of the records and of the seal of the corporation; and, in general,
shall perform all the duties ordinarily incident to the office of Secretary and such other duties as
may be assigned to him by the Board or by the Chief Executive Officer. The Secretary and any
Assistant Secretary are expressly empowered to attest signatures of officers of the corporation
and to affix the seal of the corporation to documents.

Section 5.12. The Controller. The Controller shall keep full and accurate accounts of all
assets, liabilities, commitments, receipts, disbursements, and other financial transactions of the
corporation; and in general, shall perform all the duties ordinarily incident to the office of
Controller and such other duties as may be assigned to him by the Board of Directors or by the
Chief Executive Officer or his designee.

Section 5.13. Assistant Officers. Each assistant to an officer, including but not limited to any
Assistant Vice President, any Assistant Treasurer, any Assistant General Counsel, and any
Assistant Secretary, and any other such assistant to any officer, shall perform such duties as
are, from time to time, delegated to him by the officer to whom he is an assistant, by the Board
of Directors or by the Executive Officer or his designee. At the request of the officer to whom he
is an assistant, an assistant officer may temporarily perform the duties of that officer, and when
so acting shall have the powers of and be subject to the restrictions imposed upon that officer.

Section 5.14. Compensation. Subject to the approval of the Conservator, if so required, the
compensation of the principal officers shall be fixed, from time to time, by the Board of Directors.
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Article 6: Indemnification

Section 6.01. General Indemnification. The Board of Directors may, in such cases or
categories of cases as it deems appropriate, indemnify and hold harmless, or make provision for
indemnifying and holding harmless, Members of the Board of Directors, officers, employees,
and agents of the corporation, and persons who formerly held such positions, and the estates of
any of them against any or all claims and liabilities (including reasonable legal fees and other
expenses incurred in connection with such claims or liabilities) to which any such person shall
have become subject by reason of his having held such a position or having allegedly taken or
omitted to take any action in connection with such position.

Section 6.02. Indemnification of Board Members and Officers.

(@) To the fullest extent permitted by the Delaware General Corporation Law for a
corporation subject to such law, as the same exists or may hereafter be amended (but, in the
case of any such amendment, only to the extent that such amendment permits a Delaware
corporation to provide broader indemnification rights than said law permitted such corporation to
provide prior to such amendment), the corporation will indemnify and hold harmless each
Member of the Board and officer of the corporation or any subsidiary against any and all claims,
liabilities, and expenses (including attorneys’ fees, judgments, fines, and amounts paid in
settlement) actually and reasonably incurred and arising from any threatened, pending, or
completed action, suit or proceeding, whether civil, criminal, administrative, or investigative, to
which any such person shall have become subject by reason of having held such a position or
having allegedly taken or omitted to take any action in connection with any such position.
However, the foregoing shall not apply to:

i. any breach of such person’s duty of loyalty to the corporation or its stockholders;

ii. any act or omission by such person not in good faith or which involves intentional
misconduct or where such person had reasonable cause to believe his conduct
was unlawful, or

iii. any transaction from which such person derived any improper personal benefit.

(b) The decision concerning whether a particular indemnitee has satisfied the foregoing
shall be made by (i) the Board of Directors by a majority vote of a quorum consisting of
Members who are not parties to the action, suit, or proceeding giving rise to the claim for
indemnity (“Disinterested Directors”), whether or not such majority constitutes a quorum; (ii) a
committee of Disinterested Directors designated by a majority vote of Disinterested Directors,
whether or not such majority constitutes a quorum; (iii) if there are no Disinterested Directors, or
if the Disinterested Directors so direct, by independent legal counsel in a written opinion; or (iv)
a vote of the stockholders.

(c) The Board of Directors may authorize the advancement of expenses to any Member
of the Board or officer, subject to a written undertaking to repay such advance if it is later
determined that the indemnitee does not satisfy the standard of conduct required for
indemnification. The Chairman of the Board is authorized to enter into contracts of
indemnification with each Member and officer of the corporation with respect to the
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indemnification provided in the Bylaws and to renegotiate such contracts as necessary to reflect
changing laws and business circumstances.

Article 7: Amendments

Section 7.01. Actions by the Board of Directors. The Board of Directors has the power to alter,
amend, or repeal any Certificate Provision or Bylaw Provision of these Bylaws, or to adopt new
bylaws, either (i) by the affirmative vote of two-thirds of the then incumbent Members of the
Board of Directors, with the exception of Section 2.10, or (ii) in the manner provided in Section
4.10 of these Bylaws. Except by unanimous consent of all the then incumbent Members of the
Board, no such action shall be undertaken until at least one week shall have elapsed from either
(i) the introduction of the proposal at a meeting of the Board of Directors at which a quorum
shall have attended, or (ii) the circulation of such proposed action to all the then incumbent
Members of the Board. Any (i) new bylaw adopted by the Board of Directors and (ii) Certificate
Provision, as altered or amended by the Board of Directors pursuant to this Section 7.01, shall
be designated a “Certificate Provision” for all purposes under these Bylaws unless, by the
affirmative vote of two-thirds of the then incumbent Members of the Board of Directors, the
Board of Directors shall approve the designation of such bylaw as a “Bylaw Provision” for all
purposes under these Bylaws.

Section 7.02. Actions by the Stockholders.

(a) Bylaw Provisions. The stockholders have the power to alter, amend, or repeal any
Bylaw Provision, or to adopt any new bylaw, the subject matter of which is the subject matter of
a Bylaw Provision, by the affirmative vote of a majority of the stock issued and outstanding and
entitled to vote at any regular meeting of the stockholders or at any special meeting of the
stockholders if notice of such proposed action be contained in the notice of such special
meeting; provided, however, that notwithstanding the foregoing, the stockholders shall not have
the power to alter, amend or repeal any Bylaw Provision, or adopt any new bylaw, if (i) such
Bylaw Provision, as proposed to be altered or amended, or the repeal of such Bylaw Provision,
or the new bylaw proposed for adoption, is or would be inconsistent with the Charter Act or
other Federal law, rules, and regulations or the safe and sound operations of the corporation, in
each case as determined by the applicable regulator, (i) the subject matter of such Bylaw
Provision, as proposed to be altered or amended, or the subject matter of the new bylaw
proposed for adoption is the subject matter of any Certificate Provision, or (iii) such Bylaw
Provision, as proposed to be altered or amended, or the repeal of such Bylaw Provision, or the
new bylaw proposed for adoption is or would be inconsistent with any Certificate Provision.
Notwithstanding anything to the contrary herein, any action by the stockholders pursuant to
Section 7.02 shall be null and void, without legal effect, if such action shall violate any law, rule
or regulation by any government authority applicable to this corporation, including, without
limitation, the Charter Act, or any rule, regulation or other requirement of any stock exchange on
which the stock of this corporation is then listed. For the avoidance of doubt, any proposed
action by the stockholders pursuant to this Section 7.02 will be subject to Article 8 of these
Bylaws.

(b) Certificate Provisions. The stockholders may not alter, amend, repeal or adopt any
Certificate Provision unless such action is explicitly authorized and referred to the stockholders
by the Board of Directors. No such authorization and referral shall be made by the Board of
Directors unless such authorization and referral is approved pursuant to the procedures set forth
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in Section 7.01. For the avoidance of doubt, this Section 7.02(b) in no way obligates the Board
of Directors to seek stockholder approval for any action pursuant to Section 7.01.

Article 8: Requlatory Powers

Nothing in these Bylaws shall be deemed to affect the regulatory or conservatorship powers of
the Federal Housing Finance Agency under the Federal Housing Enterprises Financial Safety
and Soundness Act of 1992, Title XIII, P.L. 102-550, as amended by the Federal Housing
Finance Regulatory Reform Act of 2008, P.L. 110-289.
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ARTICLE 1 - OFFICES

Section 1.1 Offices. The principal office of the Corporation shall be in Fairfax
County, Virginia or at any other place determined by the Board of Directors. The
Corporation may have such other offices as the Board of Directors or the Chief
Executive Officer shall determine appropriate.

ARTICLE 2 — CAPITAL STOCK

Section 2.1 Issuance. The Board of Directors shall have the power to
authorize the issuance of one or more classes or series of stock of the Corporation,
including, without limitation, voting common and preferred stock. All stock shall be
issued on such terms and conditions as the Board of Directors shall prescribe from time
to time.

Section 2.2 Common Stock. The voting common stock of the Corporation (the
“Common Stock”) shall consist of such number of shares as may be issued or
authorized for issuance from time to time by the Board of Directors (without limitation
upon the authority of the Board of Directors to authorize the issuance of additional
shares from time to time). The Common Stock shall have the designation, powers,
rights, privileges, qualifications, limitations, restrictions, terms and conditions set forth in
the Eighth Amended and Restated Certificate of Designation, Powers, Preferences,
Rights, Privileges, Qualifications, Limitations, Restrictions, Terms and Conditions of
Voting Common Stock adopted on September 10, 2008, as further amended or restated
from time to time (the “Common Stock Certificate of Designation”). No holder of
Common Stock shall as such holder have any preemptive right to purchase or subscribe
for any other shares, rights, options, or other securities of any class of the Corporation
which at any time may be sold or offered for sale by the Corporation.

Section 2.3 Preferred Stock. The preferred stock of the Corporation shall
consist of such number of shares as may be issued or authorized for issuance from time
to time by the Board of Directors (without limitation upon the authority of the Board of
Directors to authorize the issuance of additional shares from time to time). Each class
of preferred stock shall have the designation, powers, preferences, rights, privileges,
gualifications, limitations, restrictions, terms and conditions set forth in the certificate of
designation approved by the Board of Directors for such class.

Section 2.4 Consideration. Shares of stock may be issued to the
Corporation’s stockholders pro rata and without consideration. Shares of stock may
also be issued for consideration consisting of any tangible or intangible property or
benefit to the Corporation as the Board of Directors deems appropriate. Upon the
Board of Directors making a good faith determination that the consideration received for
the shares to be issued is adequate, the shares issued therefor shall be fully paid and
nonassessable.

Section 2.5 Shares Owned by the Corporation. Any shares of capital stock
owned by the Corporation shall retain the status of issued shares, unless and until the
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Corporation shall retire and cancel the same, but such shares shall not be regarded as
outstanding while so owned.

Section 2.6 Fractional Shares. No fractional interests in shares of common
stock will be created or recognized by the Corporation except as otherwise provided in
the Corporation’s Employee Stock Purchase Plan or any other executive compensation
or employee benefit plan or any direct stock purchase plan currently in effect or
hereafter adopted by the Corporation. The holder of a fractional share is entitled to
exercise the rights of a shareholder, including the right to vote, to receive dividends, and
to participate in the assets of the Corporation upon dissolution.

Section 2.7 Certificates.

(@) The Board of Directors may authorize the issuance of shares of stock of
the Corporation with or without certificates. The rights and obligations of stockholders
shall be identical whether or not their shares are represented by certificates. Stock
certificates shall be in the form approved by the Corporate Secretary. Each stock
certificate shall contain the name of the Corporation, the name of the stockholder, the
number and kind of shares of stock owned by such stockholder, and reference to any
other material terms of the stock represented thereby, including, without limitation, the
information required to be set forth on such certificates by the Common Stock
Certificate of Designation, shall be signed by the Chief Executive Officer or President
and countersigned by the Corporate Secretary or an Assistant Secretary, and shall be
sealed with the Corporation’s seal or a facsimile of such seal. Within a reasonable time
after the issuance or transfer of shares without certificates, the Corporation shall send to
the registered stockholder a written statement containing the information required to be
set forth on the certificates, including, without limitation, the information required to be
set forth on such certificates by the Common Stock Certificate of Designation, or a
statement that the Corporation will furnish such information upon request and without
charge.

(b)  When any stock certificate is countersigned by a transfer agent or a
registrar, other than the Corporation or its employee, any other signature on such
certificate may be a facsimile. If any corporate officer who has signed any certificate
ceases to be a corporate officer before such certificate is issued, whether because of
death, resignation or otherwise, the certificate may nevertheless be issued and
delivered by the Corporation as if such officer had not ceased to be such as of the
certificate’s issue date.

Section 2.8 Transfer of Shares. Except as otherwise provided in the
Corporation’s Employee Stock Purchase Plan or any other executive compensation or
employee benefit plan or any direct stock purchase plan currently in effect or hereafter
adopted by the Corporation, the Common Stock shall be transferable only in whole
shares. Subject to the foregoing, the stock of the Corporation shall be transferable or
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assignable only on the transfer books of the Corporation or by transfer agents
designated to transfer shares of stock of the Corporation by the registered holder
thereof, in person or by a duly authorized attorney, and, in the case of certificated
shares, upon the surrender and cancellation of such certificates representing the shares
to be transferred, properly endorsed and, if sought to be transferred by such attorney,
accompanied by a written power of attorney to have the same transferred on the books
of the Corporation. The Board of Directors shall have power and authority to make such
other rules and regulations concerning the issuance, transfer and registration of
certificates of stock as it may deem appropriate.

Section 2.9 Lost, Destroyed and Mutilated Certificates. If any holder of the
shares of the Corporation in certificated form shall notify the Corporation of any loss,
theft, destruction or mutilation of such certificate(s), the Chief Executive Officer may, in
his or her discretion, cause one or more new certificate(s) for the same number of
shares in the aggregate to be issued to such stockholder upon the surrender of the
mutilated certificate, or upon delivery by the stockholder or such stockholder’s legal
representative of a bond, with or without surety, or such other agreement, undertaking
or security as the Corporate Secretary shall determine is appropriate, to indemnify the
Corporation against any claim that may be made against the Corporation on account of
the alleged loss, theft or destruction of any such certificate(s) or the issuance of any
new certificate(s).

Section 2.10 Fixing a Record Date. Except as otherwise provided in the
Common Stock Certificate of Designation, or any other certificate of designation relating
to any class of the Corporation’s preferred stock, for the purpose of determining
stockholders entitled to notice of, or to vote at, any meeting of stockholders or any
adjournment thereof, or entitled to receive payment of any dividend, or in order to make
a determination of stockholders for any other proper purpose, the Board of Directors
may fix in advance a date as the record date for any such determination of
stockholders, such date in any case to be not more than 70 days before the meeting or
action requiring a determination of stockholders and, in the case of record dates for
dividends on the preferred stock, subject to any additional limitations set forth in the
related certificate of designation. If no record date is fixed for the determination of (i)
stockholders entitled to notice of, or to vote at, a meeting of stockholders or (i)
stockholders entitled to receive payment of a dividend, the date on which notices of the
meeting are first mailed or otherwise given or the date on which the resolution of the
Board of Directors declaring such dividend is adopted, as the case may be, shall be the
record date for such determination of stockholders. When a determination of
stockholders entitled to vote at any meeting of stockholders has been made as provided
in this Section, such determination shall apply to any adjournment thereof unless the
Board of Directors fixes a new record date, which it shall do if the meeting is adjourned
to a date more than 120 days after the date fixed for the original meeting.
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Section 2.11 Record of Stockholders. A record shall be kept of the names of
the persons and entities owning the stock represented by each share of stock of the
Corporation, the number of shares represented by each certificate or information
statement issued in respect of noncertificated shares and the dates of issuance thereof
in a form that permits the preparation of a list of the names and addresses of all
stockholders in alphabetical order showing the number of shares held by each.

Section 2.12 Ownership of Shares. The Corporation and any agent thereof
may deem and treat the holder of a share or shares of stock, as shown in the
Corporation’s books and records, as the absolute owner of such share or shares of
stock for the purpose of receiving payment of dividends in respect of such share or
shares of stock and for all other purposes whatsoever, and neither the Corporation nor
any agent thereof shall be affected by any notice to the contrary. All payments made to
or upon the order of any such person shall be valid and, to the extent of the sum or
sums so paid, effectual to satisfy and discharge liabilities for moneys payable by the
Corporation on or with respect to any such share or shares of stock.

Section 2.13 Share Options and Other Instruments. The Corporation may
issue rights, options or warrants for the purchase of shares or other securities of the
Corporation, subject to stockholder approval to the extent required by applicable laws,
regulations or listing standards. The Board of Directors may authorize the issuance of
rights, options or warrants and determine the terms upon which the rights, options or
warrants are issued, including, without limitation, the consideration for which the shares
or other securities are to be issued. The authorization for the Corporation to issue such
rights, options or warrants constitutes authorization of the issuance of the shares or
other securities for which the rights, options or warrants are exercisable.

ARTICLE 3 — MEETINGS OF THE STOCKHOLDERS

Section 3.1 Annual Meetings.

(@) Anannual meeting of the stockholders, for the election of directors and for
the transaction of such other business as may properly come before the meeting, shall
be held on such date, at such time and at such place as the Board of Directors shall
each year fix, which date shall be within 15 months after the immediately preceding
meeting of stockholders. The failure to hold an annual meeting at the time stated in, or
fixed in accordance with, these Bylaws shall not affect the validity of any corporate
action.

(b) Upon notice to the Corporation, any stockholder of the Corporation entitled
to participate in an annual meeting may petition the United States District Court for the
district within which the Corporation’s principal office is located to order an annual
meeting of stockholders if an annual meeting has not been held within 15 months after
the Corporation’s immediately preceding annual meeting. The court may fix the time
and place of the meeting, determine the shares entitled to notice of and to vote at the
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meeting, prescribe the form and content of the meeting notice and enter other orders
necessary to accomplish the purpose or purposes of the meeting.

Section 3.2 Special Meetings.

@) Special meetings of the stockholders, for any purpose or purposes
prescribed in the notice of the meeting, may be called by a majority of the directors then
in office or the Chairman of the Board (“Chairman”), and shall be held on such date, at
such time and at such place as they or he or she shall fix.

(b) Special meetings of the stockholders, for any purpose or purposes
prescribed in the notice of the meeting, may also be called by the Corporate Secretary
upon the written request of the holders of at least a majority of all shares of voting stock
entitled to vote; provided, however, a special meeting of the stockholders for the
purposes of Section 4.16 of these Bylaws must be requested by the holders of at least
one-third of all shares of voting stock entitled to vote. A special meeting of the
stockholders called pursuant to the preceding sentence shall be referred to in these
Bylaws as a “Stockholder Requested Special Meeting”. A Stockholder Requested
Special Meeting shall be held on such date, at such time and at such place as
determined by the Corporate Secretary as soon as is reasonably practicable following
the Corporation’s receipt of a written request that is in compliance with this Section 3.2
(the “Delivery Date”) and, unless the penultimate paragraph of this Section applies,
within 75 calendar days of the Delivery Date. The record date for determining
stockholders entitled to request for a Stockholder Requested Special Meeting shall be
the later of (i) the date the first stockholder signs the request, or (ii) the earliest record
date permitted by Section 2.10 of these Bylaws.

Upon notice to the Corporation, any stockholder of the Corporation who
signed the request for a Stockholder Requested Special Meeting, may petition the
United States District Court for the district within which the Corporation’s principal office
is located to order a special meeting of stockholders if a special meeting notice has not
been held as provided herein. The court may fix the time and place of the meeting,
determine the shares entitled to notice of and to vote at the meeting, prescribe the form
and content of the meeting notice, and enter other orders necessary to accomplish the
purpose or purposes of the meeting.

A written request of the holders of the voting stock made pursuant to this
Section 3.2 must (i) be signed, dated and delivered to the Corporate Secretary at the
principal executive offices of the Corporation by each stockholder making the request
for a Stockholder Requested Special Meeting, (i) identify the name and record address
of each stockholder making the request for a Stockholder Requested Special Meeting,
(ii) include a brief description of the business desired to be brought before such
Stockholder Requested Special Meeting, the reasons for conducting such business, a
statement of specific purpose(s) of the meeting and the matter proposed to be acted on
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at it, which matter must be a proper subject for stockholder action, (iv) shall be
accompanied by documentation to verify the class and number of shares of the
Corporation that are beneficially owned by each stockholder making such request in
accordance with the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), specifically Rule 14a-8(b)(2) of Regulation 14A (Solicitation of Proxies) (the
“Proxy Rules Requirement”), (v) contain a representation that each stockholder
submitting the request intends to appear in person or by proxy at the Stockholder
Requested Special Meeting to transact the business specified, and (vi) contain a
representation that each stockholder submitting the request intends to continue
ownership of shares of the voting stock through the date of the Stockholder Requested
Special Meeting. The Corporation may require any stockholder making such request to
furnish such other information as may reasonably be required by the Corporation to
determine the eligibility of stockholders to make a written request pursuant to this
Section 3.2. Failure of the stockholders who sign the request for a Stockholder
Requested Special Meeting to comply with the representations identified in (v) and (vi)
above, shall be deemed to constitute a revocation of such request. Any stockholder
who submitted a request for a Stockholder Requested Special Meeting may revoke
such request at any time by written revocation delivered to the Corporate Secretary at
the principal executive offices of the Corporation.

The Corporate Secretary shall not be required to call a Stockholder
Requested Special Meeting if (i) the Board of Directors calls an annual or special
meeting of stockholders to be held not later than 75 days after the Delivery Date and the
purpose(s) of such meeting includes the purpose(s) specified by the requisite number of
stockholders in the special meeting request(s), or (i) an annual or special meeting was
held not more than 12 months before the Delivery Date, which included the purpose(s)
specified by the requisite number of stockholders in the special meeting request(s), with
such determination being made in good faith by the Board of Directors. In determining
whether a request for a Stockholder Requested Special Meeting has been submitted by
stockholders holding the requisite number of shares of voting stock, there may be
excluded from the computation, the shares of the voting stock owned by any
stockholder who has signed the request for a Stockholder Requested Special Meeting
at any time during the 2 calendar years preceding the Delivery Date and has failed to
comply with the representations identified in (v) and (vi) above.

(c) At a special meeting, no business shall be transacted and no action shall
be taken other than as stated in the notice of the meeting; provided that nothing herein
shall prohibit the Board of Directors from submitting other matters to the stockholders at
a Stockholder Requested Special Meeting.

Section 3.3 Notice of Meetings.

(@)  Written or printed notice of the date, time and place of all meetings of the
stockholders and, in the case of a special meeting, the purpose or purposes for which
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the meeting is called, shall be given no fewer than 10 nor more than 60 days before the
date on which the meeting is to be held, to each holder of voting stock entitled to vote at
such meeting, except as otherwise provided in these Bylaws.

When a meeting is adjourned to another date, time or place, written notice
need not be given of the adjourned meeting if the date, time or place thereof are
announced at the meeting at which the adjournment is taken; provided, however, that, if
the date of any adjourned meeting is more than 120 days after the date for which the
meeting was originally noticed, or if a new record date is fixed for the adjourned
meeting, written notice of the date, time or place of the adjourned meeting shall be
given in conformity herewith.

(b) A stockholder’s attendance at a meeting, whether in person or by proxy, (i)
waives objection to lack of notice or defective notice of the meeting, unless the
stockholder at the beginning of the meeting objects to holding the meeting or
transacting business at the meeting; and (ii) waives objection to consideration of a
particular matter at the meeting that is not within the purpose or purposes described in
the meeting notice unless the stockholder objects to considering the matter when it is
presented.

Notwithstanding the foregoing, no notice of a stockholders’ meeting need
be given to a stockholder if (i) an annual report and proxy statements for two
consecutive annual meetings of stockholders or (ii) all, and at least two, checks for
payment of dividends or interest on securities during a twelve-month period have been
sent by first-class United States mail, addressed to the stockholder at his or her address
as it appears on the stock transfer books of the Corporation, and have been returned
undeliverable. The obligation of the Corporation to give notice of stockholders’
meetings to any such stockholder shall be reinstated once the Corporation has received
a new address for such stockholder for entry on its stock transfer books, a reaffirmation
of the address appearing therein or a written consent from the stockholder to the receipt
of notices by electronic transmission, specifying the address to which such notices
should be electronically transmitted.

(c) For purposes of these Bylaws, “electronic transmission” means any form
or process of communication, not directly involving the physical transfer of paper or
other tangible medium, that (i) is suitable for the retention, retrieval, and reproduction of
information by the recipient and (ii) is retrievable in paper form by the recipient through
an automated process used in conventional commercial practice; provided, however, a
notice or other communication may be in the form of an electronic transmission that
cannot be directly reproduced in paper form by the recipient through an automated
process used in conventional commercial practice if (x) the electronic transmission is
otherwise retrievable in perceivable form and (y) the sender and the recipient have
consented in writing to the use of such form of electronic transmission.
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Section 3.4 Quorum.

(@) Atany meeting of the stockholders, the holders of a majority of all shares
of voting stock entitled to vote at the meeting, present in person or by proxy, shall
constitute a quorum, except as otherwise provided in this Section. If a quorum shall fail
to attend a meeting, the chairman of the meeting or the holders of a majority of all
shares of voting stock entitled to vote at the meeting who are present, in person or by
proxy, may adjourn the meeting to another date, time or place.

(b)  Once a share of stock is represented for any purpose at a meeting, it is
deemed present for quorum purposes for the remainder of the meeting and for any
adjournment of that meeting unless a new record date is or shall be set for that
adjourned meeting.

Section 3.5 Organization. The Chairman or, in the absence of the Chairman,
another director designee of the Board of Directors or, in the absence of the Chairman
and such a designation, the Chief Executive Officer or in his or her absence, the
President or, in the absence of both such officers, such person as may be chosen by
the holders of a majority of all shares of voting stock entitled to vote who are present, in
person or by proxy, shall call to order any meeting of the stockholders and shall act as
chairman of the meeting. In the absence of the Corporate Secretary, the secretary of
the meeting shall be such person as the chairman of the meeting appoints.

Section 3.6 Conduct of Business.

(@8  The chairman of any meeting of stockholders shall determine the order of
business and shall have the authority to establish rules for the conduct of the meeting,
including such regulation of the manner of voting and the conduct of discussion,
restrictions on attendance at a meeting so long as stockholders or their proxies are not
excluded, and adjournment of the meeting to be reconvened at a later date, as seem to
him or her in order and not inconsistent with these Bylaws.

(b) No business shall be brought before any meeting except in accordance
with the procedures set forth in these Bylaws, and the rules, if any, established by the
chairman of the meeting for the conduct of the meeting; provided, however, that nothing
in this Section shall be deemed to preclude discussion by any stockholder of any
business properly brought before such meeting.

(c) At any meeting of the stockholders, only such business shall be conducted
as shall have been properly brought before the meeting. The chairman of any meeting
shall, if the facts warrant, determine that business was not properly brought before the
meeting, and, if the chairman should so determine, he or she shall so declare to the
meeting and any such business not properly brought before the meeting shall not be
conducted. At any adjourned meeting, any business may be transacted and any action
taken which might have been transacted or taken at the original meeting.
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(d)  To be properly brought before an annual meeting, business must be
specified in the notice of meeting (or any supplement thereto) given by or at the
direction of the Board of Directors, or otherwise brought before the meeting by or at the
direction of the Board of Directors, or otherwise properly brought before the meeting by
a stockholder. In addition to any other applicable requirements, including, without
limitation, Rule 14a-8 under the Exchange Act, if applicable, for business other than a
director nomination to be properly brought before an annual meeting by a stockholder,
the stockholder must have given timely notice thereof in writing to the Corporate
Secretary at the principal executive office of the Corporation. (The exclusive
procedures for stockholders to make nominations for the election of directors at any
annual meeting are set forth in Section 4.3.) The content of the stockholders’ notice
must comply with the requirements of this Section 3.6. The requirements of this Section
3.6 shall apply to any business a stockholder wishes to bring before an annual meeting,
whether under Rule 14a-8 under the Exchange Act or otherwise. To be timely, a
stockholder’s notice must be received at the principal office of the Corporation no fewer
than 75 days prior to such annual meeting. In the event that fewer than 90 days’ notice
or prior public disclosure of the date of such annual meeting is given or made to
stockholders, notice by the stockholder, to be timely, must be so received not later than
the close of business on the 15th day following the day on which such notice of the date
of such annual meeting was mailed or such public disclosure was made, whichever first
occurs. A written notice must (i) be signed, dated and delivered to the Corporate
Secretary at the principal executive offices of the Corporation by the stockholder, (ii)
identify the name and record address of the stockholder submitting the notice, (iii)
include a brief description of the business, which must be a proper subject for
stockholder action, desired to be brought before such annual meeting and the reasons
for conducting such business, (iv) shall be accompanied by documentation to verify the
class and number of shares of the Corporation that are beneficially owned by the
stockholder submitting such notice in accordance with the Exchange Act, specifically
the Proxy Rules Requirement, (v) contain a representation that the stockholder
submitting the notice intends to appear in person or by proxy at the annual meeting to
transact the business specified, (vi) contain a representation that the stockholder
submitting the notice intends to continue ownership of shares of the voting stock
through the date of the annual meeting, and (vii) set forth any material interest of the
stockholder in the matter identified in (iii) above. The Corporation may require any
stockholder submitting such notice to furnish such other information as may reasonably
be required by the Corporation to determine the eligibility of stockholders to give a
written notice pursuant to this Section 3.6.

(e) At a special meeting, no business shall be transacted and no action shall
be taken other than as stated in the notice of the meeting; provided that nothing herein
shall prohibit the Board of Directors from submitting other matters to the stockholders at
a Stockholder Requested Special Meeting.



Case 1:15-cv-00708-GMS Document 69-1 Filed 06/16/17 Page 32 of 205 PagelD #: 1988

Freddie Mac Bylaws
July 7, 2016
Page 10

) To the extent authorized by the Board of Directors with respect to any
meeting, stockholders may participate in such a meeting by use of any means of
communication by which all stockholders participating may simultaneously hear each
other during the meeting including, without limitation, by use of internet accessible
electronic meeting facilities. A stockholder participating in a stockholders’ meeting by
such means is deemed to be present in person at the meeting. Authorization of such
electronic participation in such a meeting shall not eliminate the requirement that the
meeting take place at a physical location at which stockholders may attend the meeting
in person.

Section 3.7 Voting.

€)) Except as otherwise provided in Section 8.1(c) of these Bylaws, each
stockholder shall have one vote for every share of stock entitled to vote which is
registered in his or her name on the record date for the meeting.

(b) Subiject to the determination of the Board of Directors of the Corporation to
authorize action by written consent under Section 3(b) of the Common Stock Certificate
of Designation, votes shall be cast in person or by proxy at annual or special meetings
of the holders of the shares of voting stock entitled to vote. All voting, including the
election of directors, may be by a voice vote; provided, however, that upon demand by a
holder of voting stock entitled to vote or his or her proxy or in the discretion of the
chairman of the meeting, a vote shall be taken by ballots, each of which shall state the
name of the stockholder or proxy voting and such other information as may be required
under the rules of conduct established for the meeting.

(©) The Corporation shall appoint one or more inspectors to oversee,
determine and certify attendance and results of any voting at the meeting and make a
written report of the inspector’s determinations. Each inspector, before entering upon
the discharge of his duties, shall take and sign an oath faithfully to execute the duties of
inspector with strict impartiality and according to the best of his or her ability. The
inspectors may appoint or retain other persons or entities to assist the inspectors in the
performance of their duties.

(d)  All elections for a seat on the Board of Directors shall be determined as
provided by Section 4.5 of these Bylaws, and on all other matters, action shall be
approved if the votes cast favoring the action exceed the votes cast opposing the
action, unless a greater vote is prescribed by the Board of Directors or other person
proposing the matter or otherwise required by these Bylaws.

(e)  An abstention or an election by a stockholder not to vote on an action
because of failure to receive voting instructions from the beneficial owner of the shares
shall not be considered a vote cast.

() Stockholders shall not vote their shares cumulatively.
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Section 3.8 Voting Entitlement of Shares.

@) Shares standing in the name of another corporation may be voted by such
officer, agent or proxy as the bylaws of such corporation may prescribe, or, in the
absence of such provision, as the board of directors of such corporation may determine.

(b)  Shares standing in the name of a partnership may be voted by any
partner. Shares standing in the name of a limited liability company may be voted as the
articles of organization or an operating agreement may prescribe, or in the absence of
any such provision as the managers, or if there are no managers, the members of the
limited liability company may determine.

(c) Shares held by two or more persons as joint tenants or tenants in common
or tenants by the entirety may be voted by any of such persons. If more than one of
such tenants vote such shares, the vote shall be divided among them in proportion to
the number of such tenants voting.

(d) Shares held by an administrator, executor, guardian, committee or curator
representing the holder of voting stock may be voted by such person without a transfer
of such shares into such person’s name. Shares standing in the name of a trustee may
be voted by the trustee, but no trustee shall be entitled to vote shares held by him or her
without a transfer of such shares into the trustee’s name.

(e)  Shares standing in the name of a receiver or a trustee in proceedings
under the applicable bankruptcy laws may be voted by such person. Shares held by or
under the control of a receiver or a trustee in proceedings under the applicable
bankruptcy laws may be voted by such person without the transfer thereof into his or
her name if authority to do so is contained in an order of the court by which such person
was appointed.

() Nothing herein contained shall prevent trustees or other fiduciaries holding
shares registered in the name of a nominee from causing such shares to be voted by
such nominee as the trustee or other fiduciary may direct. Such nominee may vote
shares as directed by a trustee or other fiduciary without the necessity of transferring
the shares to the name of the trustee or other fiduciary.

(g0  When shares are held by more than one fiduciary, the shares shall be
voted as determined by a majority of such fiduciaries, except that: (i) if they are equally
divided as to a vote, the vote of shares shall be divided equally and (ii) if only one of
such fiduciaries is present in person or by proxy at a meeting, such fiduciary shall be
entitled to vote all the shares.

(h) A holder of voting stock whose shares are pledged shall be entitled to vote
such shares until the shares have been transferred into the name of the pledgee, and
thereafter the pledgee shall be entitled to vote the shares so transferred.
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Section 3.9 Proxies.

(@)  Atany meeting of the stockholders, every holder of voting stock entitled to
vote may vote in person or by proxy. A stockholder or the stockholder’s agent or
attorney-in-fact may appoint a proxy to vote or otherwise act for the stockholder by
signing an appointment form or by an electronic transmission. An electronic
transmission shall contain or be accompanied by information from which one can
determine that the stockholder, the stockholder’s agent or the stockholder’s attorney-in-
fact authorized the transmission. Any copy, facsimile telecommunication or other
reliable reproduction of the writing or transmission created pursuant to this Subsection
may be substituted or used in lieu of the original writing or transmission for any and all
purposes for which the original writing or transmission could be used, provided that
such copy, facsimile telecommunication or other reproduction shall be a complete
reproduction of the entire original writing or transmission. No proxy shall be voted after
eleven months from its date, unless a longer period is expressly provided in the
appointment form or electronic transmission.

(b)  An appointment of a proxy is revocable unless the appointment form or
electronic transmission states that it is irrevocable and the appointment is coupled with
an interest. An appointment made irrevocable in accordance with the immediately
preceding sentence is revoked when the interest with which it is coupled is
extinguished.

(c) The death or incapacity of the stockholder appointing a proxy does not
affect the right of the Corporation to accept the proxy’s authority unless notice of the
death or incapacity is received by the Corporate Secretary or other officer or agent
authorized to tabulate votes before the proxy exercises his or her authority under the
appointment.

(d) Subject to Section 3.8 of these Bylaws and to any express limitation on
the proxy’s authority stated in the appointment form or electronic transmission, the
Corporation is entitled to accept the proxy’s vote or other action as that of the
stockholder making the appointment.

(e)  Any fiduciary who is entitled to vote any shares may vote such shares by
proxy.

Section 3.10 Stockholders’ List.

(@) A complete list of stockholders entitled to vote at any meeting of
stockholders, showing the address of each such stockholder and the number of shares
registered in his or her name, shall be open to the examination of any such stockholder,
for any purpose germane to the meeting, during ordinary business hours for a period of
at least 10 days prior to the meeting, either at the principal office of the Corporation or at
the office of its transfer agent.
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(b)  The stockholders’ list shall also be kept at the place of the meeting during
the whole time thereof and shall be open to the examination of any such stockholder
who is present. This list shall presumptively determine the identity of the stockholders
entitled to vote at the meeting and the number of shares held by each of them.

(c) If the requirements of this Section have not been substantially complied
with, the meeting shall, on the demand of any stockholder in person or by proxy, be
adjourned until such requirements are complied with. Refusal or failure to prepare or
make available the stockholders’ list shall not affect the validity of action taken at the
meeting prior to the making of any such demand, but any action taken by the
stockholders after the making of any such demand shall be invalid and of no effect.

ARTICLE 4 — BOARD OF DIRECTORS

Section 4.1 General Powers. Subject to the limitations of law and regulation,
the Board of Directors shall determine the general policies that govern the operations of
the Corporation, and the Corporation shall be under the direction of the Board of
Directors.

Section 4.2 Number, Qualification and Term of Office.

(&) The Board of Directors of the Corporation shall consist of 13 persons, or
such other number as the Director of the Federal Housing Finance Agency determines
appropriate who shall be elected annually by the stockholders. The Board of Directors
shall at all times have as members at least one person from the homebuilding industry,
at least one person from the mortgage lending industry, at least one person from the
real estate industry, and at least one person from an organization that has represented
consumer or community interests for not less than two years or one person who has
demonstrated a career commitment to the provision of housing for low-income
households.

(b) Each member of the Board of Directors shall be elected for a term ending
on the date of the next annual meeting of the stockholders.

(c) The Board of Directors shall establish standards and qualifications relating
to independence from management and may establish other qualifications for service
on the Board of Directors, including limitations on length of service and age, as required
under, or consistent with, applicable laws, regulations and stock exchange listing
standards.

Section 4.3 Nominations.

(@  Only persons who are nominated in accordance with the following
procedures shall be eligible for election as directors at any annual meeting of
stockholders. Nominations of persons for election to the Board of Directors of the
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Corporation at any annual meeting of stockholders may be made only by (i) the Board
of Directors, or (ii) by any stockholder of the Corporation entitled to vote for the election
of directors at the meeting who complies with the notice procedures set forth in this
Section; this clause (ii) shall be the exclusive means for a stockholder to make
nominations for election of directors at any annual meeting of stockholders. (The
exclusive procedures for stockholders to bring business other than nominations before a
stockholders’ meeting are set forth in Section 3.6.) Such nominations made by a
stockholder entitled to vote in the election of directors shall be made pursuant to timely
notice in writing to the Corporate Secretary at the principal executive office of the
Corporation. To be timely, a stockholder’s notice shall be received no fewer than 75
days prior to the meeting. In the event that fewer than 90 days’ notice or prior public
disclosure of the date of the meeting is given or made to stockholders, notice by the
stockholder, to be timely, must be so received not later than the close of business on
the 15th day following the day on which such notice of the date of the meeting was
mailed or such public disclosure was made, whichever first occurs. Such stockholder’s
notice to the Corporate Secretary shall set forth (a) as to each person who the
stockholder proposes to nominate for election or reelection as a director, (i) the name,
age, business address and residential address of the person, (ii) the principal
occupation or employment of the person, (iii) a description of all arrangements or
understandings between the stockholder and each nominee and any other person(s)
(naming such person(s)) pursuant to which arrangements or understandings the
nominations(s) are to be made by the stockholder and (iv) such other information
regarding each nominee proposed by such stockholder as is required to be disclosed in
solicitations for proxies for election of directors pursuant to Section 14(a) of the
Exchange Act; and (b) as to the stockholder submitting the notice, the notice must (i) be
signed and dated by the stockholder, (ii) identify the name and record address of the
stockholder submitting the notice, (iii) be accompanied by documentation to verify the
class and number of shares of the Corporation that are beneficially owned by the
stockholder submitting such notice in accordance with the Exchange Act, specifically
the Proxy Rules Requirement, (iv) contain a representation that the stockholder
submitting the notice intends to appear in person or by proxy at the annual meeting to
make the nomination(s) the stockholder has proposed, and (v) contain a representation
that the stockholder submitting the notice intends to continue ownership of shares of the
voting stock through the date of the annual meeting. The Corporation may require any
proposed nominee to furnish such other information as may reasonably be required by
the Corporation to determine the eligibility of such proposed nominee to serve as
director of the Corporation and such nominee’s independence. No person shall be
eligible for election as a director of the Corporation unless nominated in accordance
with the procedures set forth in this Section.

(b)  The chairman of the meeting shall, if the facts warrant, determine that a
nomination was not made in accordance with the foregoing procedures, and, if the
chairman should so determine, he or she shall so declare to the meeting and the
defective nomination shall be disregarded.
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Section 4.4 Vacancies. Any seat on the Board of Directors that becomes
vacant after the annual election of the directors may be filled only by the Board of
Directors, but only for the unexpired portion of the term. If the directors remaining in
office constitute fewer than six directors, the remaining directors may fill such vacant
seats on the Board of Directors as may exist by the affirmative vote of a majority of such
remaining directors.

Section 4.5 Elections.

@) Each director nominated for a seat on the Board of Directors of the
Corporation shall be elected only if he or she receives a majority of the votes cast with
respect to his or her election at the annual meeting of stockholders, provided that if it is
determined that the number of persons properly nominated to serve as directors of the
Corporation exceeds the number of directors to be elected (a “contested election”), the
directors shall be elected by a plurality of the votes of the shares represented at the
meeting and entitled to vote on the election of directors. A “majority of the votes cast”
means that the number of votes cast “for” a director must exceed the number of votes
cast “against” that director.

(b) Following any uncontested election, any incumbent director who was a
nominee for a seat and who did not receive a majority of the votes cast by the
stockholders shall promptly tender to the committee responsible for nominating and
governance matters his or her offer of resignation for consideration by the Board of
Directors. Within 60 days following certification of the election results, the committee of
the Board of Directors responsible for nominating and governance matters shall
recommend to the Board of Directors the action to be taken with respect to such offer of
resignation. Within 90 days following certification of the election results, the Board of
Directors shall act on the offered resignation. In determining whether or not to accept
the offered resignation, the Board of Directors shall consider any recommendation of
the committee responsible for nominating and governance matters, the factors
considered by that committee and any additional information and factors that the Board
of Directors believes to be relevant. No director who submits his or her resignation
pursuant to this Section 4.5 shall participate in the deliberations or decisions of the
committee responsible for nominating and governance matters or the Board of Directors
regarding such director’s resignation.

(©) If the submitted resignation is not accepted by the Board of Directors, the
director shall continue to serve until the next annual meeting and until his or her
successor is duly elected, or his or her death, resignation, retirement or removal in
accordance with these Bylaws, applicable law or regulation, whichever event shall first
occur. If a director’s resignation is accepted by the Board of Directors, or if a nominee
for director who is not an incumbent director is not elected by the majority of the votes
cast by the stockholders, then the Board of Directors, in its sole discretion, may fill any
resulting vacancy in accordance with Section 4.4 of these Bylaws.
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Section 4.6 Chairman. Each year at the first meeting of the Board of
Directors following the annual stockholders’ meeting, the Board of Directors shall elect
from among its members a person to serve as Chairman of the Board. The Chairman
shall be a member of the Board of Directors and shall preside at all meetings of the
Board of Directors at which he or she is present.

Section 4.7 Lead Director. If the Chairman is not independent from
management under standards established by the Board of Directors pursuant to Section
4.2 of these Bylaws, those directors who are not employed by the Corporation shall
elect from among themselves a person who is independent from management to serve
as Lead Director. That election, if necessary, shall take place each year at the first
meeting of the Board of Directors following the annual stockholders’ meeting and at any
other time that the Board of Directors lacks a Lead Director who is independent from
management. If the Chairman is independent from management, the Chairman shall
serve as Lead Director unless the directors who are not employed by the Corporation
elect from among themselves another director who is independent from management to
serve as Lead Director. The Lead Director shall preside at all meetings of the directors
who are not employees of the Corporation and of the directors who are independent
from management at which he or she is present and shall perform such other duties as
may be assigned by those directors.

Section 4.8 Regular Meetings. A regular meeting of the Board of Directors
shall be held as soon as practicable after adjournment of the annual meeting of
stockholders at such place as the Board of Directors may designate by resolution and
without other notice than such resolution. The Board of Directors may provide, by
resolution, for the date, time and place of additional regular meetings without other
notice than such resolution.

Section 4.9 Special Meetings.

(a) Special meetings of the Board of Directors may be called by a majority of
the directors then in office or by the Chairman and shall be held on such date, at such
time and at such place as they or he or she shall fix. Notice of the date, time and place
of each such special meeting shall be given in accordance with Section 7.1 of these
Bylaws to each director by (i) written notice given by mail, private courier or in person
not less than 48 hours before the meeting, (ii) oral notice given in person or by
telephone not less than 24 hours before the meeting or (iii) electronic transmission sent
not less than 24 hours before the meeting. Unless otherwise indicated in the notice
thereof, any and all business may be transacted at a special meeting.

(b)  Adirector’s attendance at or participation in a meeting waives any
required notice to him or her of the meeting unless the director at the beginning of the
meeting or promptly upon arrival objects to holding the meeting or transacting business
at the meeting and does not thereafter vote for or assent to action taken at the meeting.
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Section 4.10 Quorum. At any meeting of the Board of Directors, a quorum
shall consist of the greater of (i) one-third of the fixed number of directors or the
prescribed number within a variable range of directors, as applicable, or (ii) a majority of
the directors then in office. If a quorum shall fail to attend any meeting, a majority of
those present may adjourn the meeting to another date, time or place, without further
notice or waiver thereof. Members may not be represented by proxy at any meeting of
the Board of Directors.

Section 4.11 Participation in Meetings. Members of the Board of Directors, or
of any committee thereof, may participate in a meeting of the Board of Directors or of
such committee by any means of communication by which all members participating in
the meeting can simultaneously hear each other during the meeting and such
participation shall constitute presence in person at such meeting.

Section 4.12 Conduct of Business.

(@) At each meeting of the Board of Directors, the Chairman shall preside or,
in the absence of the Chairman, a director selected by the Board of Directors. The
Corporate Secretary or an Assistant Secretary designated by the Corporate Secretary
shall act as secretary for the meeting, unless the Chairman or director presiding at the
meeting appoints another individual present at the meeting to act as secretary for the
meeting.

(b) At any meeting of the Board of Directors, business shall be transacted in
such order and manner as the Board of Directors may from time to time determine, and
all matters shall be determined by the vote of a majority of the directors present at a
meeting at which a quorum is present, except as otherwise provided in these Bylaws or
in the Virginia Stock Corporation Act. A director shall not vote by proxy. A director
present at a meeting is presumed to assent to actions unless the director objects at the
beginning of the meeting, or promptly upon his or her arrival, to holding the meeting or
transacting specified business at the meeting or the director votes against or abstains
from the action and such objection, dissent or abstention is entered into the minutes of
the meeting.

(c) Action may be taken by the Board of Directors without a meeting if each
director signs a consent describing the action to be taken and delivers it to the
Corporation. A director’s consent may be withdrawn by a revocation signed by the
director and delivered to the Corporation prior to delivery to the Corporation of
unrevoked written consents signed by all the directors. Such written consent and the
signing thereof may be accomplished by one or more electronic transmissions.

(d)  Action taken under the preceding paragraph shall be effective when the
last director signs the consent unless the consent specifies a different effective date, in
which event such action shall be effective as of the date specified therein, provided that
the consent contains the date of execution of each director.
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(e)  Any director may provide that a consent to action shall be effective at a
future time, including the time when an event occurs, but such future time shall not be
more than 60 days after such provision is made. Any such consent shall be deemed to
have been made for purposes of this subsection at the specified future time, provided
that the director did not revoke the consent prior to such future time. Any such consent
may be revoked, in the manner provided in subsection (c), prior to its becoming
effective.

() A consent signed under this Section shall have the effect of action taken
at a meeting of the Board of Directors and may be described as such in any document.

Section 4.13 Reimbursement and Compensation of Directors. Pursuant to
resolution of the Board of Directors, directors, as such, may receive fixed fees and other
compensation for their services as directors, including, without limitation, their services
as members of committees of the Board of Directors and may receive reimbursement of
expenses incurred in respect of rendering such services; except that any member of the
Board of Directors who is a full-time officer or employee of the federal government or
full-time officer or employee of the Corporation shall not receive compensation for
services as a member of the Board of Directors or as a member of any committee of the
Board of Directors.

Section 4.14 Committees of the Board of Directors.

(@) The Board of Directors may, from time to time, designate committees of
the Board of Directors (and subcommittees of those committees), with such delegable
powers and duties as it thereby confers, to serve at the pleasure of the Board of
Directors and shall, for those committees and any others provided for herein, elect at
least two directors to serve as the members. Any committee or subcommittee so
designated may exercise the power and authority of the Board of Directors to the extent
any resolution of the Board of Directors shall so provide, except that a committee or
subcommittee may not: (i) approve or recommend to stockholders action that these
Bylaws require be approved by stockholders; (ii) fill vacancies on the Board of Directors
or on any of its committees; (iii) adopt, amend or repeal these Bylaws; (iv) approve a
plan of merger not requiring stockholder approval; (v) authorize or approve a
distribution, except according to a general formula or method prescribed by the Board of
Directors; or (vi) authorize or approve the issuance or sale or contract for sale of shares,
or determine the designation and rights, preferences and limitations of a class or series
of shares, except that the Board of Directors may authorize a committee or the
Chairman to do so subject to such limits, if any, as may be prescribed by the Board of
Directors.

(b) Unless otherwise provided by Board of Directors or committee or
subcommittee resolution, the provisions of these Bylaws on date, time and place of, and
notice required for, meetings of the Board of Directors shall govern committees of the
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Board of Directors (and their subcommittees). A majority of directors then appointed as
members of a committee or a subcommittee shall constitute a quorum and all matters
shall be determined by a majority vote of the members present at a meeting at which a
guorum is present. Action may be taken by a committee (or a subcommittee) without a
meeting if each member signs a consent describing the action to be taken and delivers
it to the Corporation. A member’s consent may be withdrawn by a revocation signed by
the member and delivered to the Corporation prior to delivery to the Corporation of
unrevoked written consents signed by all the members. Such written consent and the
signing thereof may be accomplished by one or more electronic transmissions. All
minutes of committee or subcommittee meetings and unanimous consents of action
taken by a committee or a subcommittee without a meeting shall also be submitted to
the Board of Directors.

(c) The Board of Directors shall designate committees responsible for
overseeing the Corporation’s financial statements and relationship with its independent
auditor, executive compensation matters and governance and nominating matters. The
membership of each of those committees shall consist solely of directors who are
independent from management under the standards established pursuant to Section 4.2
of these Bylaws and shall comply with applicable laws, regulations and listing
standards.

Section 4.15 Resignation. Any director may resign at any time by delivering a
written resignation to the Board of Directors, the Chairman or the Corporate Secretary.
A resignation shall be effective upon delivery unless the notice specifies a later effective
date. If a resignation is made effective at a later date, the Board of Directors may fill the
pending vacancy before the effective date if the successor does not take office until the
effective date.

Section 4.16 Removal of Directors. At a Stockholder Requested Special
Meeting called expressly for that purpose, any director may be removed, but only with
cause, by a vote of the holders of a majority of the voting stock then entitled to vote at
an election of directors.

Section 4.17 Termination of Voluntary Registration of Common Stock.
The Corporation shall take no action to terminate the registration of the Corporation’s
common stock under Section 12(g) of the Exchange Act, unless such action has been
approved by unanimous action of all members of the Board of Directors then in office.

ARTICLE 5 - OFFICERS

Section 5.1 Officers of the Corporation. There shall be a Chief Executive
Officer of the Corporation and a Senior Vice President — General Auditor. Other officers
of the Corporation may include a President, a Chief Operating Officer, a Chief
Compliance Officer, a Chief Enterprise Risk Officer, one or more Vice Presidents (any
one or more of whom may be designated Executive Vice President or Senior Vice
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President and may be given other descriptive titles), a Corporate Secretary and all other
officers or assistant officers deemed necessary and desirable for the conduct of the
Corporation’s business. Any of the above offices may be held by the same person,
except that the office of the Corporate Secretary may not be held by the same person
that holds the office of Chief Executive Officer, President, Chief Operating Officer or
Senior Vice President — General Auditor.

Section 5.2 Appointment and Term.

(@) The Board of Directors shall elect the Chief Executive Officer.

(b)  The Audit Committee of the Board of Directors shall elect the Senior Vice
President — General Auditor.

(c) Except as otherwise determined by the Board of Directors or provided
herein, the Chief Executive Officer shall appoint all additional officers at the Executive
Vice President and Senior Vice President level or above.

(d) Except as otherwise determined by the Board of Directors or provided
herein, the Chief Executive Officer or his or her designee(s) (each individually an
“Appointing Officer” and collectively the “Appointing Officers”) shall appoint all officers at
the Vice President level and below, other than those identified in Sections 5.2 (a), (b)
and (c).

(e) Except as provided herein, the appointment of a President and/or Chief
Operating Officer, if one or both of such positions are to be filled, shall be subject to
prior review by the Board of Directors.

() Any appointment by an Appointing Officer under this section is subject to
the legal, regulatory or supervisory limitations, requirements and approvals that apply to
appointments by the Board of Directors. Each officer elected by the Board of Directors
or appointed by an Appointing Officer shall hold office until his or her successor is
elected or appointed and qualified or until his or her death, resignation or removal as
provided in this Article 5. Election or appointment of an officer shall not, in and of itself,
create any contract rights in the officer against the Corporation.

Section 5.3 Removal, Resignation, Vacancy.

(@  Any officer may be removed, with or without cause, by a vote of the Board
of Directors. The Senior Vice President — General Auditor may be removed, with or
without cause, by a vote of the Audit Committee. Except as otherwise determined by
these Bylaws or the Board of Directors, an Appointing Officer may remove, with or
without cause, any officer he or she may appoint.
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(b)  Any officer may resign at any time by delivering a notice of resignation to
the Corporation. A resignation shall be effective upon delivery unless the notice
specifies a later effective time. If a resignation is made effective at a later time, the
Board of Directors or the appropriate Appointing Officer may fill the pending vacancy
before the effective time if the successor does not take office until the effective time. A
vacancy in any office shall be filled in the manner prescribed in these Bylaws for
election or appointment to such office.

Section 5.4 Compensation. The compensation of all officers of the
Corporation shall be fixed by or under the authority of the Board of Directors. No officer
shall be prevented from receiving such compensation by reason of the fact that such
officer is also a director of the Corporation.

Section 5.5 Duties. The officers of the Corporation shall have such powers
and duties as are provided for in these Bylaws as well as such other authority as
provided by the Board of Directors or, in the case of the officers other than the Chief
Executive Officer, by the appropriate Appointing Officer.

Section 5.6 Chief Executive Officer. The Chief Executive Officer of the
Corporation shall be primarily responsible for the implementation of the policies, orders
and resolutions of the Board of Directors. Subject to the direction of the Board of
Directors, he or she shall have general charge of and responsibility for supervision of
the business and affairs of the Corporation. The Chief Executive Officer may sign and
execute in the name of the Corporation all certificates, contracts and instruments. The
Chief Executive Officer may vote stock in other corporations, in person or by proxy, and
shall perform such other duties of management as may be commonly incident to the
office of chief executive or as may be prescribed by resolution or as otherwise may be
assigned to the Chief Executive Officer by the Board of Directors.

Section 5.7 President. The President shall perform such duties as from time
to time may be assigned by the Board of Directors or the Chief Executive Officer.

Section 5.8 Chief Operating Officer. The Chief Operating Officer shall
perform such duties as from time to time may be assigned by the Board of Directors or
the Chief Executive Officer.

Section 5.9 Senior Vice President — General Auditor. The Senior Vice
President — General Auditor shall report to, and be hired, supervised and terminated, if
deemed appropriate, by the Audit Committee of the Board of Directors. The Senior Vice
President — General Auditor shall be responsible for examining and evaluating the
adequacy and effectiveness of the Corporation’s system of internal controls. The
Senior Vice President — General Auditor shall perform such other duties as from time to
time may be assigned by the Audit Committee of the Board of Directors.




Case 1:15-cv-00708-GMS Document 69-1 Filed 06/16/17 Page 44 of 205 PagelD #: 2000

Freddie Mac Bylaws
July 7, 2016
Page 22

Section 5.10 Vice Presidents. The Corporation shall have one or more Vice
Presidents, which may include Executive Vice Presidents or Senior Vice Presidents,
elected or appointed as herein provided. Each such Vice President shall have such
duties as from time to time may be assigned to him or her by the Board of Directors, the
appropriate Appointing Officer or the supervising officer to whom a Vice President
reports directly or that are commonly incident to such Vice President’s office.

Section 5.11 Corporate Secretary. The Corporate Secretary shall keep the
minutes of the meetings of the stockholders and of the Board of Directors and of
committees of the Board of Directors and their subcommittees in books provided for that
purpose; shall see that all notices of such meetings are duly given in accordance with
the provisions of these Bylaws; may sign certificates of stock of the Corporation with the
Chief Executive Officer; shall be custodian of the corporate seal; shall see that the
corporate seal is affixed to all documents as appropriate; shall certify all documents
pertaining to actions of the stockholders and the Board of Directors and any of its
committees (and their subcommittees) and all other corporate documents and, in
general, shall perform all duties and have all powers as may be commonly incident to
the office of a secretary of a corporation, and such other duties as from time to time may
be assigned to the Corporate Secretary by the Board of Directors or the Chief Executive
Officer. The Corporate Secretary may appoint such Assistant Secretaries as he or she
deems appropriate. The duties of the Corporate Secretary may be performed by one or
more Assistant Secretaries.

Section 5.12 Delegation of Authority. Subject to the control of the Board of
Directors, the functions delegated to the holder of a particular office pursuant to these
Bylaws (the “Officer”) shall be performed by such holder, or under his or her direction,
by such individuals as may from time to time be delegated authority to perform such
functions by the Officer. A person to whom a function is delegated by the Board of
Directors may further delegate that function to another person under his or her direction
to the extent that such person is permitted to do so by the original delegation to him or
her by the Board of Directors.

ARTICLE 6 — INSPECTION OF RECORDS

Section 6.1 Inspection of Records by Stockholders.

(@) The Corporation’s Bylaws and all amendments thereto, all Board of
Directors resolutions creating one or more classes or series of shares and minutes of all
stockholders’ meetings for the then most recent three years, all written communications
to stockholders generally within the past three years (including all financial statements
furnished for the past three years) and the names and business addresses of its current
directors and officers shall be open to inspection at the Corporation’s principal office
during its regular business hours upon written request therefor, received by the
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Corporation at least five business days prior to the date such inspection is requested,
from any person who is a stockholder.

(b) Excerpts from the minutes of any meeting of the Board of Directors,
records of any action of a committee of the Board of Directors (or a subcommittee of a
committee) while acting in place of the Board of Directors on behalf of the Corporation,
minutes of any meeting of the stockholders, and records of action taken by the Board of
Directors without a meeting, to the extent not subject to inspection under Subsection
(a), accounting records of the Corporation and the record of stockholders shall be open
to inspection at a reasonable location specified by the Corporation during its regular
business hours upon written request therefor, received by the Corporation at least five
business days prior to the date such inspection is requested, provided that the request
is made by a stockholder who has been a stockholder of record for at least six months
immediately preceding such request or is the holder of record of at least five percent of
all of the Corporation’s outstanding shares, and provided further that (i) such request is
made in good faith and for a proper purpose, (ii) such request describes with
reasonable particularity the purpose of such request and the records to be inspected,
and (iii) the records requested are directly connected with his or her purpose. The
stockholder’s written request shall be accompanied by (i) documentation to verify the
class and number of shares of the Corporation that are beneficially owned by the
stockholder in accordance with the Proxy Rules Requirements and (ii) proof of the
stockholder’s ownership when making a request under this Subsection (b).

(c) Any inspection made pursuant to this Section may be made in person or
by an agent or attorney and shall include the right to make copies, including copies
through an electronic transmission if available and so requested by the stockholder. A
request for any such inspection shall be served upon the Chief Executive Officer or the
Corporate Secretary. This right of inspection is in addition to the stockholders’ right to
inspect the stockholders’ list as provided in Section 3.10 of these Bylaws.

(d) For purposes of this Section, stockholder includes a beneficial owner
whose shares are held in a voting trust or by a nominee on the stockholder’s behalf.

Section 6.2 Inspection of Records by Directors. A director of the
Corporation is entitled to inspect and copy the books, records and documents of the
Corporation at any reasonable time to the extent reasonably related to the performance
of the director’s duties as a director, including duties as a member of a committee or a
subcommittee, but not for any other purpose or in any manner that would violate any
duty to the Corporation.




Case 1:15-cv-00708-GMS Document 69-1 Filed 06/16/17 Page 46 of 205 PagelD #: 2002

Freddie Mac Bylaws
July 7, 2016
Page 24

ARTICLE 7 — NOTICES
Section 7.1 Notices.

€) Except as otherwise specifically provided in these Bylaws, all notices
required to be given to any stockholder, director, officer, employee or agent shall be in
writing, in the English language (unless otherwise agreed by the sender and the
recipient) and may in every instance be effectively given by hand delivery; by mail or
commercial courier; or by electronic transmission. Where these Bylaws expressly
permit oral notice, such notice may be communicated in person, by telephone, voice
mail or by other electronic means. If these forms of personal notice are impracticable,
notice may be communicated by a newspaper of general circulation in the area where
the notice is intended to be given or by radio, television or other form of public
communication in the area where notice is intended to be given. In addition to the
manner in which notices may be given under these Bylaws, notices may also be given
as set forth in the Common Stock Certificate of Designation.

(b)  Without limiting the manner by which notice otherwise may be given
effectively to stockholders or directors, any notice to stockholders or directors given by
the Corporation under these Bylaws shall be effective if given by a form of electronic
transmission consented to by the stockholder or the director to whom notice is given,
provided that it shall not be necessary to obtain consent to send notices of meetings of
directors to directors by electronic transmission except to the extent required under
Section 3.3(c)(y) of these Bylaws. In the case of stockholders’ meeting notices given to
employee stockholders where such employees have regular access to electronic mail
delivery in the course of their employment, consent to receipt of such notices by
electronic transmission to the employee’s employment related e-mail address shall be
implied unless and until the employee specifies a different address to which notices
should be electronically transmitted or requests delivery of notice in print.

(©) Any consent to receive notices by electronic transmission shall be
revocable by the stockholder or director by written notice to the Corporation. Any such
consent shall be deemed revoked if (i) the Corporation is unable to deliver by electronic
transmission two consecutive notices given by the Corporation in accordance with such
consent and (ii) such inability becomes known to the Corporate Secretary or an
Assistant Secretary of the Corporation or to the transfer agent or other person
responsible for the giving of notice; provided however, that inadvertent failure to treat
such inability as a revocation shall not invalidate any meeting or other action.

(d)  Any such notice shall be addressed to such stockholder, director, officer,
employee or agent at his or her last known address as the same appears on the books
of the Corporation, or in the case of a notice given by electronic transmission, shall be
sent to the address at which the stockholder or director has consented to receive notice
or, in the case of notices of directors’ meetings delivered by electronic transmission,
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sent to an information processing system that the director has designated or uses for
the purpose of receiving electronic transmissions.

(e)  Notice to a stockholder, if given by mail or physical delivery, is effective (i)
upon deposit in the United States mail or (ii) when the physical delivery is actually
received or left at the stockholder’s address of record. Notice to persons other than
stockholders, if given by physical delivery or mail, is effective at the earliest of the
following (i) when it is actually received; (ii) five days after its deposit in the United
States mail; (iii) on the date shown on the return receipt if sent by registered or certified
mail, return receipt requested, and the receipt is signed by the addressee; (iv) in the
case of notice to a director, when it is left at the director’s residence or usual place of
business; or (v) in the case of notice to the Corporation, when it is left at the
Corporation’s principal place of business or at the Corporation’s registered office when
left with the Corporation’s registered agent.

() Oral notice is effective when communicated.

() Notice given by electronic transmission to a stockholder, director or other
person, who has consented to receive notices by such means, or whose consent is not
required under Subsection (b) of this Section, is effective when received. An electronic
transmission is received when (i) it enters an information processing system that the
recipient has designated or uses for the purpose of receiving electronic transmissions or
information of the type sent, and from which the recipient is able to retrieve the
electronic transmission and (ii) it is in a form capable of being processed by that system.
An electronic transmission is received even if no individual is aware of its receipt.

(h)  The Corporation shall be deemed to have delivered notice of an annual or
special meeting of stockholders who share a common address as shown on the
Corporation’s current record of stockholders if (i) the Corporation delivers one meeting
notice to the common address; (ii) the Corporation addresses the meeting notice (or a
proxy statement, annual report, or notice of Internet availability of proxy materials
containing such meeting notice)(collectively, the “Meeting Notice”) to those stockholders
sharing a common address either as a group (for example, “Jane Doe and Household”
or “The Smith Family”), to each of them individually (for example, “Jane Doe, John Doe
and Richard Doe”) or to the stockholders in a form to which each of those stockholders
has consented in writing; (iii) each of those stockholders consents, including any implied
consent pursuant to Virginia Stock Corporation Act 8 13.1-610.1(B), in accordance with
procedures required by Rule 14a-3(e) of Regulation 14A (Solicitation of Proxies) under
the Exchange Act of 1934, to the delivery of a single Meeting Notice to the stockholders’
common address; (iv) the Corporation delivers a separate proxy card for each
stockholder at the common address; and (v) the Corporation includes in the Meeting
Notice an undertaking to deliver promptly, upon written or oral request, a separate copy
of the Meeting Notice to a stockholder at a common address to which a single copy of
the Meeting Notice was delivered. If a stockholder, orally or in writing revokes a
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consent to delivery of one Meeting Notice to a common address, the Corporation shall
begin providing individual notices to the revoking stockholder no later than 30 days after
the Corporation receives revocation of the stockholder’s consent.

Section 7.2  Written Waivers. A written waiver of any notice, signed by a
stockholder, director, officer, employee or agent, whether before or after the time of the
event for which notice is to be given, shall be deemed equivalent to the notice required
to be given to such stockholder, director, officer, employee or agent. Neither the
business nor the purpose of any meeting need be specified in such a waiver.

ARTICLE 8 — INDEMNIFICATION AND LIMITATION OF LIABILITY

Section 8.1 Indemnification.

(&)  Subject to the conditions set forth in Subsection (b) of this Section, each
person who was or is made a party or is threatened to be made a party to any action,
suit or proceeding, whether civil, criminal, administrative, arbitrative or investigative and
whether formal or informal, including a derivative action or action brought by the
Corporation (hereinafter, a “proceeding”), by reason of the fact that he or she is or was
a director, officer or employee of the Corporation or is or was serving at the request of
the Corporation as a director, officer, manager, partner, trustee, fiduciary, employee or
agent of another corporation, limited liability company, partnership, joint venture, trust or
other entity, including service with respect to an employee benefit plan (hereinafter, an
“indemnitee”), shall be indemnified and held harmless by the Corporation against all
liability (including the obligation to pay a judgment, settlement, penalty or fine, including
any excise tax assessed with respect to an employee benefit plan) and expense
(including attorneys’ fees) reasonably incurred or suffered by such indemnitee in
connection therewith, except such liabilities and expenses as are incurred because of
the indemnitee’s willful misconduct or knowing violation of the criminal law; provided,
however, that the Corporation may not indemnify an indemnitee in connection with any
proceeding charging improper personal benefit to the indemnitee, whether or not
involving action in his or her official capacity, to the extent the indemnitee was adjudged
liable on the basis that personal benefit was improperly received by the indemnitee.
Such indemnification shall continue as to an indemnitee who has ceased to be a
director, officer or employee and shall inure to the benefit of the indemnitee’s heirs,
executors and administrators.

(b) Indemnification shall be made by the Corporation only as authorized in the
specific case after a determination has been made as provided in Subsection (c) of this
Section that the indemnitee met the relevant standard of conduct set forth in Subsection
(a) of this Section. The termination of a proceeding by judgment, order, settlement or
conviction, or upon a plea of nolo contendere or its equivalent, is not, of itself,
determinative that the indemnitee did not meet the standard of conduct set forth in
Subsection (a) of this Section.
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(c) The determination of whether the indemnitee met the standard of conduct
set forth in Subsection (a) of this Section shall be made: (i) by the Board of Directors by
a majority vote of a quorum consisting of directors not at the time parties to the
proceeding; (ii) by a majority vote of a committee duly designated by the Board of
Directors (in which designation directors who are parties may participate), consisting
solely of two or more directors not at the time parties to the proceeding; (iii) by special
legal counsel (1) selected by the Board of Directors or its committee in a manner
prescribed in Subsection (c)(i) or (c)(ii) hereof, or (2) if a quorum of the Board of
Directors cannot be obtained under Subsection (c)(i) hereof and a committee cannot be
designated under Subsection (c)(ii) hereof, selected by a majority vote of the full Board
of Directors (in which selection directors who are parties may participate); or (iv) by the
stockholders, provided, however, that shares owned by or voted under the control of
directors who are at the time parties to the proceeding may not be voted on the
determination.

(d)  Authorization of indemnification and evaluation as to reasonableness of
expenses shall be made in the same manner as the determination that indemnification
is permissible, as provided in Subsection (c) of this Section, provided however, that, if
the determination is made by special legal counsel, authorization of indemnification and
evaluation as to the reasonableness of expenses shall be made by those entitled under
Subsection (c)(iii) of this Section to select such special legal counsel.

(e) Notwithstanding any other provision of this Section, the Corporation shall
indemnify a director or indemnitee who entirely prevails, on the merits or otherwise, in
the defense of any proceeding to which the indemnitee was a party because he or she
is or was director or officer or employee of the Corporation or was serving at the request
of the Corporation as a director, officer, manager, partner, trustee, fiduciary, employee
or agent of another corporation, limited liability company, partnership, joint venture, trust
or other entity, including service with respect to an employee benefit plan, against
reasonable expenses (including attorneys’ fees) incurred by the indemnitee in
connection with the proceeding.

() Except as provided in Section 8.2 of these Bylaws with respect to
proceedings to enforce rights to indemnification, the Corporation shall indemnify an
indemnitee in connection with a proceeding (or part thereof) initiated by such
indemnitee only if such proceeding (or part thereof) was authorized by the Board of
Directors.

(9) The rights to indemnification and liability limitation conferred in this Article
8 shall be deemed a contract right between an individual indemnitee and the
Corporation, and any subsequent repeal or modification of these Bylaws shall not
diminish the indemnitee’s rights under this Article 8 with respect to any act or omission
occurring before such amendment.
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(h)  The indemnitee shall have the right to be paid by the Corporation the
expenses reasonably incurred or suffered in defending any proceeding in advance of its
final disposition (hereinafter, an “advancement of expenses”); provided, however, that
an advancement of expenses shall be made (i) only upon delivery to the Corporation of
a written statement by the indemnitee of the indemnitee’s good faith belief that he or
she has met the standard of conduct set forth in Subsection (a) of this Section, and (ii)
only if the indemnitee furnishes to the Corporation a written undertaking, executed by or
on behalf of such indemnitee, to repay any funds advanced if the indemnitee is not
entitled to mandatory indemnification under Subsection (e) of this Section and it is
ultimately determined that such indemnitee did not meet the standard of conduct set
forth in Subsection (a) of this Section. The undertaking required by provision (h)(ii) of
this Subsection shall be an unlimited general obligation of the indemnitee but need not
be secured and shall be accepted without reference to the financial ability of the
indemnitee to make repayment.

0] The Corporation may, by action of its Board of Directors, provide
indemnification to agents of the Corporation with the same scope and effect as the
indemnification of indemnitees as provided in this Article 8.

) The Chief Executive Officer is authorized to enter into contracts of
indemnification with each indemnitee of the Corporation with respect to the
indemnification provided in this Article 8 and renegotiate such contracts as necessary to
reflect changing laws and business circumstances.

Section 8.2 Right of Indemnitee to Bring Suit. If a claim under Section 8.1
of these Bylaws is not paid in full by the Corporation within 90 days after a written claim
has been received by the Corporation, except in the case of a claim for an advancement
of expenses, in which case the applicable period shall be 20 days, the indemnitee may
at any time thereafter apply to either the United States District Court for the district
within which the Corporation’s principal office is located or to the court where the
proceeding is pending, if any, for an order directing the Corporation to make an
advancement of expenses or to provide indemnification. The court shall order the
Corporation to make an advancement of expenses or to provide indemnification, as the
case may be, if it determines that the indemnitee is entitled under these Bylaws to such
an advancement of expenses or indemnification, and in such event shall order the
Corporation to pay the indemnitee’s reasonable expenses (including attorneys’ fees) to
obtain the order. Neither the failure of the Corporation (including its Board of Directors,
committee, special legal counsel or its stockholders) to have made a determination, as
provided in Subsection (c) of Section 8.1 of these Bylaws, prior to the commencement
of such action permitted by this Section, that the indemnitee is entitled to receive an
advancement of expenses or indemnification, nor the determination by the Corporation
(including its Board of Directors, committee, special legal counsel or its stockholders)
that the indemnitee is not entitled to an advancement of expenses or indemnification,
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shall create a presumption to that effect or otherwise itself be a defense to that
indemnitee’s application for an advancement of expenses or indemnification.

Section 8.3 Non-Exclusivity of Rights. The rights to indemnification and to
the advancement of expenses conferred in these Bylaws shall not be exclusive of any
other right which any person may have or hereafter acquire under any statute (including
the Corporation’s enabling legislation), or any agreement, vote of stockholders or
disinterested directors or otherwise.

Section 8.4 Insurance. The Corporation may purchase and maintain
insurance, at its expense, on behalf of itself and also on behalf of any individual who is
or was a director, officer, employee or agent of the Corporation or who, while a director,
officer, employee or agent of the Corporation, is or was serving at the request of the
Corporation as a director, officer, manager, partner, trustee, employee, or agent of
another corporation, limited liability company, partnership, joint venture, trust, employee
benefit plan or other entity against any expense, liability or loss, asserted against or
incurred or suffered by him or her in that capacity or arising from his or her status as a
director, officer, manager, employee or agent, whether or not the Corporation would
have the power to indemnify such person against such expense, liability or loss under
this Article 8.

Section 8.5 Limitation of Liability. No monetary damages or monetary
liability of any kind may be assessed against an officer or director in any proceeding
brought by or in the right of the Corporation or brought by or on behalf of the
stockholders of the Corporation; provided, however, that this elimination of liability shall
not be applicable if the officer or director engaged in willful misconduct, a transaction
from which the director or officer derived an improper personal benefit, or a knowing
violation of the criminal law or of any federal or state securities law, including, without
limitation, any claim of unlawful insider trading or the manipulation of the market for any
security.

ARTICLE 9 - SEAL

Section 9.1 Corporate Seal. The Board of Directors may adopt a suitable
seal, containing the name of the Corporation, which seal shall be in the charge of the
Corporate Secretary.

ARTICLE 10 - FISCAL YEAR

Section 10.1 Fiscal Year. The fiscal year of the Corporation shall be the
calendar year.
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ARTICLE 11 — MISCELLANEOUS

Section 11.1 Time Periods. In applying any provision of these Bylaws which
requires that an act be done or not be done a specified number of days prior to an event
or that an act be done during a period of a specified number of days prior to an event,
calendar days shall be used in making such computations, the day of the doing of the
act shall be excluded and the day of the event shall be included.

Section 11.2 Severability. If any provision or provisions of these Bylaws shall
be held invalid or unenforceable for any reason whatsoever, the validity and
enforceability of the remaining provisions shall not in any way be affected or impaired
thereby and, to the fullest extent possible, the remaining provisions shall be construed
So as to effectuate the intent manifested by the invalidated or unenforceable
provision(s).

Section 11.3 Corporate Governance Practices and Procedures and
Governing Law.

(&) The corporate governance practices and procedures of the Corporation
shall comply with the Corporation’s enabling legislation and other Federal law, rules,
and regulations, and shall be consistent with the safe and sound operation of the
Corporation. To the extent not inconsistent with the foregoing, the Corporation shall
follow the corporate governance practices and procedures of the law of the
Commonwealth of Virginia, including without limitation the Virginia Stock Corporation
Act as the same may be amended from time to time. Subject to all of the foregoing,
these Bylaws and any rights and obligations created by these Bylaws shall be construed
in accordance with, and governed by, the laws of the United States, using the law of the
Commonwealth of Virginia as the federal rule of decision in all instances.

(b) Section 1.1, Section 2.1, Section 2.2, Section 2.3, Section 2.4, Section
2.5, Section 2.6, Section 2.7, Section 3.2, Section 3.7, Section 4.1, Section 4.2, Section
4.5, Section 4.17, Article 8, Section 11.3, Section 11.4, Section 11.6, Article 12 of these
Bylaws, and any new bylaw which may be adopted from time to time and designated as
a “Level 1 Provision” in accordance with Article 12 of these Bylaws shall collectively be
referred to herein as “Level 1 Provisions.” Level 1 Provisions shall be deemed to
constitute provisions of the Corporation’s “articles of incorporation” for all purposes of
the Virginia Stock Corporation Act. Any bylaw that is not a Level 1 Provision and any
new bylaw that may be adopted from time to time and is not designated as a “Level 1
Provision” by the Board of Directors shall collectively be referred to herein as “Level 2
Provisions.”

Section 11.4 Certificates of Designation. The provisions of these Bylaws
shall supplement the terms of the Common Stock Certificate of Designation and any
certificate of designation approved by the Board of Directors with respect to any class of
the Corporation’s preferred stock. In the event of any conflict between the terms of any
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such certificate of designation and these Bylaws, the terms of the certificate of
designation shall govern.

Section 11.5 Statutory References. Each reference in these Bylaws to a
particular statute or regulation, or a provision thereof, is a reference to such provision as
amended or re-enacted or as modified by other statutory provisions from time to time
and includes subsequent legislation and regulations made under the relevant statute.

Section 11.6 Control Share Acquisitions. Article 14.1 of the Virginia Stock
Corporation Act shall not apply to acquisitions of shares of the Corporation. This section
has been included in these Bylaws for the avoidance of doubt as to whether the election
of Virginia law in Section 11.3 and other sections of these Bylaws for purposes of the
Corporation’s corporate governance practices and procedures was intended to include
Article 14.1 of the Virginia Stock Corporation Act.

ARTICLE 12 — AMENDMENTS

Section 12.1 General. Subject to the provisions of this Article 12, Level 1
Provisions or Level 2 Provisions may be amended, adopted, rescinded or repealed by
the Board of Directors or the stockholders at any meeting, provided that in the case of
such an action by the stockholders, notice of the proposed change must be given in the
notice of the meeting.

Section 12.2 Amendment by the Board of Directors. Any new bylaw
adopted by the Board of Directors and any Level 1 Provision, may be amended only by
the Board of Directors pursuant to Section 12.1 of these Bylaws. Upon adopting or
amending such bylaw, as the case may be, the Board of Directors shall designate such
bylaw as a “Level 1 Provision” for all purposes under these Bylaws. If the Board of
Directors does not designate a bylaw as a Level 1 Provision or if the Board of Directors
is otherwise silent on the designation, the bylaw shall be deemed to be a Level 2
Provision.

Section 12.3 Amendment by the Stockholders. Notwithstanding any other
provisions of these Bylaws, or any provisions of law, which might otherwise permit a
lesser vote or no vote, but in addition to any affirmative vote of the stockholders
required by law, the Common Stock Certificate of Designation, or these Bylaws, the
affirmative vote of the holders of at least a majority of all shares of voting stock then
outstanding and entitled to vote shall be required to amend, adopt, rescind or repeal any
Level 2 Provision of these Bylaws (the “Proposed Level 2 Provision”); provided,
however, that, as determined by the Board of Directors, (i) the Proposed Level 2
Provision shall comply with the Corporation’s enabling legislation and other Federal law,
rules, regulations, regulatory guidance and other issuances, (ii) the Proposed Level 2
Provision shall be consistent with the safe and sound operation of the Corporation, (iii)
the subject matter of the Proposed Level 2 Provision does not or would not involve the
subject matter of any Level 1 Provision, the Common Stock Certificate of Designation or
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any other certificate of designation of the Corporation, and (iv) the Proposed Level 2
Provision does not or would not be inconsistent with any Level 1 Provision, the
Common Stock Certificate of Designation or any other certificate of designation of the
Corporation. The stockholders may not amend, adopt, rescind or repeal any Level 1
Provision unless such action is explicitly authorized and referred to the stockholders by
the Board of Directors (for the avoidance of doubt, this Section 12.3 in no way obligates
the Board of Directors to seek stockholder approval for any action pursuant to Section
12.2 of these Bylaws) in which case such amendment, adoption, rescission, or repeal
shall be by the affirmative vote of the holders of at least a majority of all shares of the
voting stock then outstanding and entitled to vote.
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Exhibit 99.2

FEDERAL HOUSING FINANCE AGENCY
STATEMENT

Contact: Corinne Russell (202) 414-6921
Stefanie Mullin (202) 414-6376

For Immediate Release
September 7, 2008

STATEMENT OF FHFA DIRECTOR JAMES B. LOCKHART

Good Morning

Fannie Mae and Freddie Mac share the critical mission of providing stability and liquidity to the housing market. Between them, the Enterprises have $5.4
trillion of guaranteed mortgage-backed securities (MBS) and debt outstanding, which is equal to the publicly held debt of the United States. Their market
share of all new mortgages reached over 80 percent earlier this year, but it is now falling. During the turmoil last year, they played a very important role in
providing liquidity to the conforming mortgage market. That has required a very careful and delicate balance of mission and safety and soundness. A key
component of this balance has been their ability to raise and maintain capital. Given recent market conditions, the
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balance has been lost. Unfortunately, as house prices, earnings and capital have continued to deteriorate, their ability to fulfill their mission has deteriorated. In
particular, the capacity of their capital to absorb further losses while supporting new business activity is in doubt.

Today’s action addresses safety and soundness concerns. FHFA’s rating system is called GSE Enterprise Risk or G-Seer. It stands for Governance, Solvency,
Earnings and Enterprise Risk which includes credit, market and operational risk. There are pervasive weaknesses across the board, which have been getting
worse in this market.

Over the last three years OFHEO, and now FHFA, have worked hard to encourage the Enterprises to rectify their accounting, systems, controls and risk
management issues. They have made good progress in many areas, but market conditions have overwhelmed that progress.

The result has been that they have been unable to provide needed stability to the market. They also find themselves unable to meet their affordable housing
mission. Rather than letting these conditions fester and worsen and put our markets in jeopardy, FHFA, after painstaking review, has decided to take action
now.




Case 1:15-cv-00708-GMS Document 69-1 Filed 06/16/17 Page 58 of 205 PagelD #: 2014

Key events over the past six months have demonstrated the increasing challenge faced by the companies in striving to balance mission and safety and
soundness, and the ultimate disruption of that balance that led to today’s announcements. In the first few months of this year, the secondary market showed
significant deterioration, with buyers demanding much higher prices for mortgage backed securities.

In February, in recognition of the remediation progress in financial reporting, we removed the portfolio caps on each company, but they did not have the capital
to use that flexibility.

In March, we announced with the Enterprises an initiative to increase mortgage market liquidity and market confidence. We reduced the OFHEO-directed
capital requirements in return for their commitments to raise significant capital and to maintain overall capital levels well in excess of requirements.

In April, we released our Annual Report to Congress, identifying each company as a significant supervisory concern and noting, in particular, the deteriorating
mortgage credit environment and the risks it posed to the companies.
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In May OFHEDO lifted its 2006 Consent Order with Fannie Mae after the company completed the terms of that order. Subsequently, Fannie Mae successfully
raised $7.4 billion of new capital, but Freddie Mac never completed the capital raise promised in March.

Since then credit conditions in the mortgage market continued to deteriorate, with home prices continuing to decline and mortgage delinquency rates reaching
alarming levels. FHFA intensified its reviews of each company’s capital planning and capital position, their earnings forecasts and the effect of falling house
prices and increasing delinquencies on the credit quality of their mortgage book.

In getting to today, the supervision team has spent countless hours reviewing with each company various forecasts, stress tests, and projections, and has
evaluated the performance of their internal models in these analyses. We have had many meetings with each company’s management teams, and have had
frank exchanges regarding loss projections, asset valuations, and capital adequacy. More recently, we have gone the extra step of inviting the Federal Reserve
and the OCC to have some of their senior mortgage credit experts join our team in these assessments.
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The conclusions we reach today, while our own, have had the added benefit of their insight and perspective.

After this exhaustive review, I have determined that the companies cannot continue to operate safely and soundly and fulfill their critical public mission,
without significant action to address our concerns, which are:

the safety and soundness issues I mentioned, including current capitalization;

current market conditions;

the financial performance and condition of each company;

the inability of the companies to fund themselves according to normal practices and prices; and

the critical importance each company has in supporting the residential mortgage market in this country,

Therefore, in order to restore the balance between safety and soundness and mission, FHFA has placed Fannie Mae and Freddie Mac into conservatorship.
That is a statutory process designed to stabilize a troubled institution with the
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objective of returning the entities to normal business operations. FHFA will act as the conservator to operate the Enterprises until they are stabilized.

The Boards of both companies consented yesterday to the conservatorship. I appreciate the cooperation we have received from the boards and the management
of both Enterprises. These individuals did not create the inherent conflict and flawed business model embedded in the Enterprises’ structure.

The goal of these actions is to help restore confidence in Fannie Mae and Freddie Mac, enhance their capacity to fulfill their mission, and mitigate the systemic
risk that has contributed directly to the instability in the current market. The lack of confidence has resulted in continuing spread widening of their MBS,
which means that virtually none of the large drop in interest rates over the past year has been passed on to the mortgage markets. On top of that, Freddie Mac
and Fannie Mae, in order to try to build capital, have continued to raise prices and tighten credit standards.

FHFA has not undertaken this action lightly. We have consulted with the Chairman of the Board of Governors of the Federal Reserve System, Ben Bernanke,
who was appointed a consultant to FHFA under the new legislation. We
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have also consulted with the Secretary of the Treasury, not only as an FHFA Oversight Board member, but also in his duties under the law to provide
financing to the GSEs. They both concurred with me that conservatorship needed to be undertaken now.

There are several key components of this conservatorship:
First, Monday morning the businesses will open as normal, only with stronger backing for the holders of MBS, senior debt and subordinated debt.

Second, the Enterprises will be allowed to grow their guarantee MBS books without limits and continue to purchase replacement securities for their portfolios,
about $20 billion per month without capital constraints.

Third, as the conservator, FHFA will assume the power of the Board and management.

Fourth, the present CEOs will be leaving, but we have asked them to stay on to help with the transition.
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Fifth, I am announcing today I have selected Herb Allison to be the new CEO of Fannie Mae and David Moffett the CEO of Freddie Mac. Herb has been the
Vice Chairman of Merrill Lynch and for the last eight years chairman of TIAA-CREF. David was the Vice Chairman and CFO of US Bancorp. I appreciate
the willingness of these two men to take on these tough jobs during these challenging times. Their compensation will be significantly lower than the outgoing
CEOs. They will be joined by equally strong non-executive chairmen.

Sixth, at this time any other management action will be very limited. In fact, the new CEOs have agreed with me that it is very important to work with the
current management teams and employees to encourage them to stay and to continue to make important improvements to the Enterprises.

Seventh, in order to conserve over $2 billion in capital every year, the common stock and preferred stock dividends will be eliminated, but the common and
all preferred stocks will continue to remain outstanding. Subordinated debt interest and principal payments will continue to be made.

Eighth, all political activities — including all lobbying — will be halted immediately. We will review the charitable activities.
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Lastly and very importantly, there will be the financing and investing relationship with the U.S. Treasury, which Secretary Paulson will be discussing. We
believe that these facilities will provide the critically needed support to Freddie Mac and Fannie Mae and importantly the liquidity of the mortgage market.

One of the three facilities he will be mentioning is a secured liquidity facility which will be not only for Fannie Mae and Freddie Mac, but also for the 12
Federal Home Loan Banks that FHFA also regulates. The Federal Home Loan Banks have performed remarkably well over the last year as they have a
different business model than Fannie Mae and Freddie Mac and a different capital structure that grows as their lending activity grows. They are joint and
severally liable for the Bank System’s debt obligations and all but one of the 12 are profitable. Therefore, it is very unlikely that they will use the facility.

During the conservatorship period, FHFA will continue to work expeditiously on the many regulations needed to implement the new law. Some of the key
regulations will be minimum capital standards, prudential safety and soundness standards and portfolio limits. It is critical to complete these regulations so
that any new investor will understand the investment proposition.
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This decision was a tough one for the FHFA team as they have worked so hard to help the Enterprises remain strong suppliers of support to the secondary
mortgage markets. Unfortunately, the antiquated capital requirements and the turmoil in housing markets over-whelmed all the good and hard work put in by
the FHFA teams and the Enterprises’ managers and employees. Conservatorship will give the Enterprises the time to restore the balances between safety and
soundness and provide affordable housing and stability and liquidity to the mortgage markets. I want to thank the FHFA employees for their work during this
intense regulatory process. They represent the best in public service. I would also like to thank the employees of Fannie Mae and Freddie Mac for all their hard
work. Working together we can finish the job of restoring confidence in the Enterprises and with the new legislation build a stronger and safer future for the
mortgage markets, homeowners and renters in America.

Thank you and I will now turn it back to Secretary Paulson.

(link to) QUESTIONS AND ANSWERS ON CONSERVATORSHIP

10
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FEDERAL HOUSING FINANCE AGENCY

FACT SHEET

Contact:  Corinne Russell  (202) 414-6921
Stefanie Mullin ~ (202) 414-6376

*H*EMBARGOED UNTIL 11AM****

QUESTIONS AND ANSWERS ON CONSERVATORSHIP

What is a conservatorship?

A: A conservatorship is the legal process in which a person or entity is appointed to establish
control and oversight of a Company to put it in a sound and solvent condition. Ina
conservatorship, the powers of the Company’s directors, officers, and shareholders are
transferred to the designated Conservator.

What is a Conservator?

A: A Conservator is the person or entity appointed to oversee the affairs of a Company for
the purpose of bringing the Company back to financial health.

In this instance, the Federal Housing Finance Agency (“FHFA”) has been appointed by
its Director to be the Conservator of the Company in accordance with the Federal
Housing Finance Regulatory Reform Act of 2008 (Public Law 110-289) and the Federal
Housing Enterprises Financial Safety and Soundness Act of 1992 (12 U.S.C. 4501, et
seq., as amended) to keep the Company in a safe and solvent financial condition.

How is a Conservator appointed?
A: By statute, the FHFA is appointed Conservator by its Director after the Director

determines, in his discretion, that the Company is in need of reorganization or
rehabilitation of its affairs.
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What are the goals of this conservatorship?

A: The purpose of appointing the Conservator is to preserve and conserve the Company’s
assets and property and to put the Company in a sound and solvent condition. The
goals of the conservatorship are to help restore confidence in the Company, enhance its
capacity to fulfill its mission, and mitigate the systemic risk that has contributed directly
to the instability in the current market.

There is no reason for concern regarding the ongoing operations of the Company. The
Company’s operation will not be impaired and business will continue without
interruption.

When will the conservatorship period end?

A: Upon the Director’s determination that the Conservator’s plan to restore the Company to
a safe and solvent condition has been completed successfully, the Director will issue an
order terminating the conservatorship. At present, there is no exact time frame that can
be given as to when this conservatorship may end.

What are the powers of the Conservator?

A: The FHFA, as Conservator, may take all actions necessary and appropriate to (1) put the
Company in a sound and solvent condition and (2) carry on the Company’s business and
preserve and conserve the assets and property of the Company.

What happens upon appointment of a Conservator?

A: Once an “Order Appointing a Conservator” is signed by the Director of FHFA, the
Conservator immediately succeeds to the (1) rights, titles, powers, and privileges of the
Company, and any stockholder, officer, or director of such the Company with respect to
the Company and its assets, and (2) title to all books, records and assets of the Company
held by any other custodian or third-party. The Conservator is then charged with the duty
to operate the Company.

Q: What does the Conservator do during a conservatorship?

A: The Conservator controls and directs the operations of the Company. The Conservator
may (1) take over the assets of and operate the Company with all the powers of the
shareholders, the directors, and the officers of the Company and conduct all business of
the Company; (2) collect all obligations and money due to the Company; (3) perform all
functions of the Company which are consistent with the Conservator’s appointment; (4)
preserve and conserve the assets and property of the Company; and (5) contract for
assistance in fulfilling any function, activity, action or duty of the Conservator.

Q: How will the Company run during the conservatorship?
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The Company will continue to run as usual during the conservatorship. The Conservator
will delegate authorities to the Company’s management to move forward with the
business operations. The Conservator encourages all Company employees to continue to
perform their job functions without interruption.

Will the Company continue to pays its obligations during the conservatorship?

Yes, the Company’s obligations will be paid in the normal course of business during the
Conservatorship. The Treasury Department, through a secured lending credit facility and
a Senior Preferred Stock Purchase Agreement, has significantly enhanced the ability of
the Company to meet its obligations. The Conservator does not anticipate that there will
be any disruption in the Company’s pattern of payments or ongoing business operations.

What happens to the Company’s stock during the conservatorship?

During the conservatorship, the Company’s stock will continue to trade. However, by
statute, the powers of the stockholders are suspended until the conservatorship is
terminated. Stockholders will continue to retain all rights in the stock’s financial worth;
as such worth is determined by the market.

Is the Company able to buy and sell investments and complete financial transactions
during the conservatorship?

Yes, the Company’s operations continue subject to the oversight of the Conservator.
What happens if the Company is liquidated?

Under a conservatorship, the Company is not liquidated.

Can the Conservator determine to liquidate the Company?

The Conservator cannot make a determination to liquidate the Company, although, short
of that, the Conservator has the authority to run the company in whatever way will best
achieve the Conservator’s goals (discussed above). However, assuming a statutory
ground exists and the Director of FHFA determines that the financial condition of the
company requires it, the Director does have the discretion to place any regulated entity,
including the Company, into receivership. Receivership is a statutory process for the
liquidation of a regulated entity. There are no plans to liquidate the Company.

Can the Company be dissolved?
Although the company can be liquidated as explained above, by statute the charter of the

Company must be transferred to a new entity and can only be dissolved by an Act of
Congress.
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EXHIBIT E
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EXECUTION VERSION

AMENDED AND RESTATED SENIOR PREFERRED STOCK PURCHASE
AGREEMENT

AMENDED AND RESTATED SENIOR PREFERRED STOCK PURCHASE
AGREEMENT (this “Agreement”) dated as of September 26, 2008, between the UNITED
STATES DEPARTMENT OF THE TREASURY (“Purchaser”) and FEDERAL NATIONAL
MORTGAGE ASSOCIATION (“Seller”), acting through the Federal Housing Finance Agency
(the “Agency™) as its duly appointed conservator (the Agency in such capacity, “Conservator”).
Reference is made to Article 1 below for the meaning of capitalized terms used herein without
definition.

Background

A. The Agency has been duly appointed as Conservator for Seller pursuant to
Section 1367(a) of the Federal Housing Enterprises Financial Safety and Soundness Act of 1992
(as amended, the “FHE Act”). Conservator has determined that entry into this Agreement is (i)
necessary to put Seller in a sound and solvent condition; (ii) appropriate to carry on the business
of Seller and preserve and conserve the assets and property of Seller; and (iii) otherwise consis-
tent with its powers, authorities and responsibilities.

B. Purchaser is authorized to purchase obligations and other securities issued by
Seller pursuant to Section 304(g) of the Federal National Mortgage Association Charter Act, as
amended (the “Charter Act”). The Secretary of the Treasury has determined, after taking into
consideration the matters set forth in Section 304(g)(1)(C) of the Charter Act, that the purchases
contemplated herein are necessary to (i) provide stability to the financial markets; (ii) prevent
disruptions in the availability of mortgage finance; and (iii) protect the taxpayer.

C. Purchaser and Seller executed and delivered the Senior Preferred Stock Pur-
chase Agreement dated as of September 7, 2008 (the “Original Agreement”), and the parties
thereto desire to amend and restate the Original Agreement in its entirety as set forth herein.

THEREFORE, the parties hereto agree as follows:
Terms and Conditions
1. DEFINITIONS

As used in this Agreement, the following terms shall have the meanings set forth
below:

“Affiliate” means, when used with respect to a specified Person (i) any direct or indirect holder
or group (as defined in Sections 13(d) and 14(d) of the Exchange Act) of holders of 10.0% or
more of any class of capital stock of such Person and (ii) any current or former director or officer
of such Person, or any other current or former employee of such Person that currently exercises
or formerly exercised a material degree of Control over such Person, including without limitation
each current or former Named Executive Officer of such Person.
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“Available Amount” means, as of any date of determination, the lesser of (a) the Deficiency
Amount as of such date and (b) the Maximum Amount as of such date.

“Business Day” means any day other than a Saturday, Sunday or other day on which commercial
banks are authorized to close under United States federal law and the law of the State of New
York.

“Capital Lease Obligations” of any Person shall mean the obligations of such Person to pay rent
or other amounts under any lease of (or other similar arrangement conveying the right to use)
real or personal property, or a combination thereof, which obligations are required to be classi-
fied and accounted for as capital leases on a balance sheet of such Person under GAAP and, for
purposes hereof, the amount of such obligations at any time shall be the capitalized amount
thereof at such time determined in accordance with GAAP.

“Control” shall mean the possession, directly or indirectly, of the power to direct or cause the
direction of the management or policies of a Person, whether through the ownership of voting
securities, by contract or otherwise.

“Deficiency Amount” means, as of any date of determination, the amount, if any, by which (a)
the total liabilities of Seller exceed (b) the total assets of Seller (such assets excluding the Com-
mitment and any unfunded amounts thereof), in each case as reflected on the balance sheet of
Seller as of the applicable date set forth in this Agreement, prepared in accordance with GAAP;
provided, however, that:

(i) for the avoidance of doubt, in measuring the Deficiency Amount liabilities shall ex-
clude any obligation in respect of any capital stock of Seller, including the Senior Pre-
ferred Stock contemplated herein;

(if) in the event that Seller becomes subject to receivership or other liquidation process
or proceeding, “Deficiency Amount” shall mean, as of any date of determination, the
amount, if any, by which (a) the total allowed claims against the receivership or other ap-
plicable estate (excluding any liabilities of or transferred to any LLRE (as defined in Sec-
tion 5.4(a)) created by a receiver) exceed (b) the total assets of such receivership or other
estate (excluding the Commitment, any unfunded amounts thereof and any assets of or
transferred to any LLRE, but including the value of the receiver’s interest in any LLRE);

(iii) to the extent Conservator or a receiver of Seller, or any statute, rule, regulation or
court of competent jurisdiction, specifies or determines that a liability of Seller (including
without limitation a claim against Seller arising from rescission of a purchase or sale of a
security issued by Seller (or guaranteed by Seller or with respect to which Seller is oth-
erwise liable) or for damages arising from the purchase, sale or retention of such a secu-
rity) shall be subordinated (other than pursuant to a contract providing for such subordi-
nation) to all other liabilities of Seller or shall be treated on par with any class of equity
of Seller, then such liability shall be excluded in the calculation of Deficiency Amount;
and
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(iv) the Deficiency Amount may be increased above the otherwise applicable amount by
the mutual written agreement of Purchaser and Seller, each acting in its sole discretion.

“Designated Representative” means Conservator or (a) if Conservator has been superseded by a
receiver pursuant to Section 1367(a) of the FHE Act, such receiver, or (b) if Seller is not in con-
servatorship or receivership pursuant to Section 1367(a) of the FHE Act, Seller’s chief financial
officer.

“Director” shall mean the Director of the Agency.

“Effective Date” means the date on which this Agreement shall have been executed and delivered
by both of the parties hereto.

“Equity Interests” of any Person shall mean any and all shares, interests, rights to purchase or
otherwise acquire, warrants, options, participations or other equivalents of or interests in (how-
ever designated) equity, ownership or profits of such Person, including any preferred stock, any
limited or general partnership interest and any limited liability company membership interest,
and any securities or other rights or interests convertible into or exchangeable for any of the
foregoing.

“Exchange Act” means the Securities Exchange Act of 1934, as amended, and the rules and regu-
lations of the SEC promulgated thereunder.

“GAAP” means generally accepted accounting principles in effect in the United States as set
forth in the opinions and pronouncements of the Accounting Principles Board and the American
Institute of Certified Public Accountants and statements and pronouncements of the Financial
Accounting Standards Board from time to time.

“Indebtedness” of any Person means, for purposes of Section 5.5 only, without duplication, (a)
all obligations of such Person for money borrowed by such Person, (b) all obligations of such
Person evidenced by bonds, debentures, notes or similar instruments, (c) all obligations of such
Person under conditional sale or other title retention agreements relating to property or assets
purchased by such Person, (d) all obligations of such Person issued or assumed as the deferred
purchase price of property or services, other than trade accounts payable, (e) all Capital Lease
Obligations of such Person, (f) obligations, whether contingent or liquidated, in respect of letters
of credit (including standby and commercial), bankers’ acceptances and similar instruments and
(9) any obligation of such Person, contingent or otherwise, guaranteeing or having the economic
effect of guaranteeing any Indebtedness of the types set forth in clauses (a) through (f) payable
by another Person other than Mortgage Guarantee Obligations.

“Liquidation End Date” means the date of completion of the liquidation of Seller’s assets.

“Maximum Amount” means, as of any date of determination, $100,000,000,000 (one hundred
billion dollars), less the aggregate amount of funding under the Commitment prior to such date.
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“Mortgage Assets” of any Person means assets of such Person consisting of mortgages, mortgage
loans, mortgage-related securities, participation certificates, mortgage-backed commercial paper,
obligations of real estate mortgage investment conduits and similar assets, in each case to the ex-
tent such assets would appear on the balance sheet of such Person in accordance with GAAP as
in effect as of the date hereof (and, for the avoidance of doubt, without giving effect to any
change that may be made hereafter in respect of Statement of Financial Accounting Standards
No. 140 or any similar accounting standard).

“Mortgage Guarantee Obligations” means guarantees, standby commitments, credit enhance-
ments and other similar obligations of Seller, in each case in respect of Mortgage Assets.

“Named Executive Officer” has the meaning given to such term in Item 402(a)(3) of Regulation
S-K under the Exchange Act, as in effect on the date hereof.

“Person” shall mean any individual, corporation, limited liability company, partnership, joint
venture, association, joint-stock company, trust, estate, unincorporated organization or govern-
ment or any agency or political subdivision thereof, or any other entity whatsoever.

“SEC” means the Securities and Exchange Commission.

“Senior Preferred Stock” means the Variable Liquidation Preference Senior Preferred Stock of
Seller, substantially in the form of Exhibit A hereto.

“Warrant” means a warrant for the purchase of common stock of Seller representing 79.9% of
the common stock of Seller on a fully-diluted basis, substantially in the form of Exhibit B hereto.

2. COMMITMENT

2.1. Commitment. Purchaser hereby commits to provide to Seller, on the terms and condi-
tions set forth herein, immediately available funds in an amount up to but not in excess of the
Available Amount, as determined from time to time (the “Commitment”); provided, that in no
event shall the aggregate amount funded under the Commitment exceed $100,000,000,000 (one
hundred billion dollars). The liquidation preference of the Senior Preferred Stock shall increase
in connection with draws on the Commitment, as set forth in Section 3.3 below.

2.2. Quarterly Draws on Commitment. Within fifteen (15) Business Days following the de-
termination of the Deficiency Amount, if any, as of the end of each fiscal quarter of Seller which
ends on or before the Liquidation End Date, the Designated Representative may, on behalf of
Seller, request that Purchaser provide immediately available funds to Seller in an amount up to
but not in excess of the Available Amount as of the end of such quarter. Any such request shall
be valid only if it is in writing, is timely made, specifies the account of Seller to which such
funds are to be transferred, and contains a certification of the Designated Representative that the
requested amount does not exceed the Available Amount as of the end of the applicable quarter.
Purchaser shall provide such funds within sixty (60) days of its receipt of such request or, fol-
lowing any determination by the Director that the Director will be mandated by law to appoint a
receiver for Seller if such funds are not received sooner, such shorter period as may be necessary
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to avoid such mandatory appointment of a receiver if reasonably practicable taking into consid-
eration Purchaser’s access to funds.

2.3. Accelerated Draws on Commitment. Immediately following any determination by the
Director that the Director will be mandated by law to appoint a receiver for Seller prior to the
Liquidation End Date unless Seller’s capital is increased by an amount (the “Special Amount”)
up to but not in excess of the then current Available Amount (computed based on a balance sheet
of Seller prepared in accordance with GAAP that differs from the most recent balance sheet of
Seller delivered in accordance with Section 5.9(a) or (b)) on a date that is prior to the date that
funds will be available to Seller pursuant to Section 2.2, Conservator may, on behalf of Seller,
request that Purchaser provide to Seller the Special Amount in immediately available funds.
Any such request shall be valid only if it is in writing, is timely made, specifies the account of
Seller to which such funds are to be transferred, and contains certifications of Conservator that
(1) the requested amount does not exceed the Available Amount (including computations in rea-
sonable detail and satisfactory to Purchaser of the then existing Deficiency Amount) and (ii) the
requested amount is required to avoid the imminent mandatory appointment of a receiver for
Seller. Purchaser shall provide such funds within thirty (30) days of its receipt of such request
or, if reasonably practicable taking into consideration Purchaser’s access to funds, any shorter
period as may be necessary to avoid mandatory appointment of a receiver.

2.4. Final Draw on Commitment. Within fifteen (15) Business Days following the determi-
nation of the Deficiency Amount, if any, as of the Liquidation End Date (computed based on a
balance sheet of Seller as of the Liquidation End Date prepared in accordance with GAAP), the
Designated Representative may, on behalf of Seller, request that Purchaser provide immediately
available funds to Seller in an amount up to but not in excess of the Available Amount as of the
Liquidation End Date. Any such request shall be valid only if it is in writing, is timely made,
specifies the account of Seller to which such funds are to be transferred, and contains a certifica-
tion of the Designated Representative that the requested amount does not exceed the Available
Amount (including computations in reasonable detail and satisfactory to Purchaser of the Defi-
ciency Amount as of the Liquidation End Date). Purchaser shall provide such funds within sixty
(60) days of its receipt of such request.

2.5. Termination of Purchaser’s Obligations. Subject to earlier termination pursuant to Sec-
tion 6.7, all of Purchaser’s obligations under and in respect of the Commitment shall terminate
upon the earliest of: (a) if the Liquidation End Date shall have occurred, (i) the payment in full
of Purchaser’s obligations with respect to any valid request for funds pursuant to Section 2.4 or
(i) if there is no Deficiency Amount on the Liquidation End Date or if no such request pursuant
to Section 2.4 has been made, the close of business on the 15th Business Day following the de-
termination of the Deficiency Amount, if any, as of the Liquidation End Date; (b) the payment in
full of, defeasance of or other reasonable provision for all liabilities of Seller, whether or not
contingent, including payment of any amounts that may become payable on, or expiry of or other
provision for, all Mortgage Guarantee Obligations and provision for unmatured debts; and (c) the
funding by Purchaser under the Commitment of an aggregate of $100,000,000,000 (one hundred
billion dollars). For the avoidance of doubt, the Commitment shall not be terminable by Pur-
chaser solely by reason of (i) the conservatorship, receivership or other insolvency proceeding of
Seller or (ii) the Seller’s financial condition or any adverse change in Seller’s financial condition.
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3. PURCHASE OF SENIOR PREFERRED STOCK AND WARRANT; FEES

3.1. Initial Commitment Fee. In consideration of the Commitment, and for no additional
consideration, on the Effective Date (or as soon thereafter as is practicable) Seller shall sell and
issue to Purchaser, and Purchaser shall purchase from Seller, (a) one million (1,000,000) shares
of Senior Preferred Stock, with an initial liquidation preference equal to $1,000 per share
($1,000,000,000 (one billion dollars) liquidation preference in the aggregate), and (b) the War-
rant.

3.2. Periodic Commitment Fee. (a) Commencing March 31, 2010, Seller shall pay to Pur-
chaser quarterly, on the last day of March, June, September and December of each calendar year
(each a “Periodic Fee Date”), a periodic commitment fee (the “Periodic Commitment Fee”). The
Periodic Commitment Fee shall accrue from January 1, 2010.

(b) The Periodic Commitment Fee is intended to fully compensate Purchaser for the sup-
port provided by the ongoing Commitment following December 31, 2009. The amount of the
Periodic Commitment Fee shall be set not later than December 31, 2009 with respect to the ensu-
ing five-year period, shall be reset every five years thereafter and shall be determined with refer-
ence to the market value of the Commitment as then in effect. The amount of the Periodic
Commitment Fee shall be mutually agreed by Purchaser and Seller, subject to their reasonable
discretion and in consultation with the Chairman of the Federal Reserve; provided, that Pur-
chaser may waive the Periodic Commitment Fee for up to one year at a time, in its sole discre-
tion, based on adverse conditions in the United States mortgage market.

(c) Atthe election of Seller, the Periodic Commitment Fee may be paid in cash or by
adding the amount thereof ratably to the liquidation preference of each outstanding share of Sen-
ior Preferred Stock so that the aggregate liquidation preference of all such outstanding shares of
Senior Preferred Stock is increased by an amount equal to the Periodic Commitment Fee. Seller
shall deliver notice of such election not later than three (3) Business Days prior to each Periodic
Fee Date. If the Periodic Commitment Fee is not paid in cash by 12:00 pm (New York time) on
the applicable Periodic Fee Date (irrespective of Seller’s election pursuant to this subsection),
Seller shall be deemed to have elected to pay the Periodic Commitment Fee by adding the
amount thereof to the liquidation preference of the Senior Preferred Stock, and the aggregate lig-
uidation preference of the outstanding shares of Senior Preferred Stock shall thereupon be auto-
matically increased, in the manner contemplated by the first sentence of this section, by an ag-
gregate amount equal to the Periodic Commitment Fee then due.

3.3. Increases of Senior Preferred Stock Liquidation Preference as a Result of Funding un-
der the Commitment. The aggregate liquidation preference of the outstanding shares of Senior
Preferred Stock shall be automatically increased by an amount equal to the amount of each draw
on the Commitment pursuant to Article 2 that is funded by Purchaser to Seller, such increase to
occur simultaneously with such funding and ratably with respect to each share of Senior Pre-
ferred Stock.

3.4. Notation of Increase in Liquidation Preference. Seller shall duly mark its records to re-
flect each increase in the liquidation preference of the Senior Preferred Stock contemplated
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herein (but, for the avoidance of doubt, such increase shall be effective regardless of whether
Seller has properly marked its records).

4. REPRESENTATIONS

Seller represents and warrants as of the Effective Date, and shall be deemed to have rep-
resented and warranted as of the date of each request for and funding of an advance under the
Commitment pursuant to Article 2, as follows:

4.1. Organization and Good Standing. Seller is a corporation, chartered by the Congress of
the United States, duly organized, validly existing and in good standing under the laws of the
United States and has all corporate power and authority to carry on its business as now con-
ducted and as proposed to be conducted.

4.2. Organizational Documents. Seller has made available to Purchaser a complete and cor-
rect copy of its charter and bylaws, each as amended to date (the “Organizational Documents”).
The Organizational Documents are in full force and effect. Seller is not in violation of any pro-
vision of its Organizational Documents.

4.3. Authorization and Enforceability. All corporate or other action on the part of Seller or
Conservator necessary for the authorization, execution, delivery and performance of this Agree-
ment by Seller and for the authorization, issuance and delivery of the Senior Preferred Stock and
the Warrant being purchased under this Agreement, has been taken. This Agreement has been
duly and validly executed and delivered by Seller and (assuming due authorization, execution
and delivery by the Purchaser) shall constitute the valid and legally binding obligation of Seller,
enforceable against Seller in accordance with its terms, except to the extent the enforceability
thereof may be limited by bankruptcy laws, insolvency laws, reorganization laws, moratorium
laws or other laws of general applicability affecting creditors’ rights generally or by general eg-
uitable principles (regardless of whether enforcement is sought in a proceeding in equity or at
law). The Agency is acting as conservator for Seller under Section 1367 of the FHE Act. The
Board of Directors of Seller, by valid action at a duly called meeting of the Board of Directors on
September 6, 2008, consented to the appointment of the Agency as conservator for purposes of
Section 1367(a)(3)(l) of the FHE Act, and the Director of the Agency has appointed the Agency
as Conservator for Seller pursuant to Section 1367(a)(1) of the FHE Act, and each such action
has not been rescinded, revoked or modified in any respect.

4.4. Valid Issuance. When issued in accordance with the terms of this Agreement, the Senior
Preferred Stock and the Warrant will be duly authorized, validly issued, fully paid and non-
assessable, free and clear of all liens and preemptive rights. The shares of common stock to
which the holder of the Warrant is entitled have been duly and validly reserved for issuance.
When issued and delivered in accordance with the terms of this Agreement and the Warrant,
such shares will be duly authorized, validly issued, fully paid and nonassessable, free and clear
of all liens and preemptive rights.
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4.5. Non-Contravention.

(a) The execution, delivery or performance by Seller of this Agreement and the con-
summation by Seller of the transactions contemplated hereby do not and will not (i) conflict with
or violate any provision of the Organizational Documents of Seller; (ii) conflict with or violate
any law, decree or regulation applicable to Seller or by which any property or asset of Seller is
bound or affected, or (iii) result in any breach of, or constitute a default (with or without notice
or lapse of time, or both) under, or give to others any right of termination, amendment, accelera-
tion or cancellation of, or result in the creation of a lien upon any of the properties or assets of
Seller, pursuant to any note, bond, mortgage, indenture or credit agreement, or any other con-
tract, agreement, lease, license, permit, franchise or other instrument or obligation to which
Seller is a party or by which Seller is bound or affected, other than, in the case of clause (iii), any
such breach, default, termination, amendment, acceleration, cancellation or lien that would not
have and would not reasonably be expected to have, individually or in the aggregate, a material
adverse effect on the business, property, operations or condition of the Seller, the authority of the
Conservator or the validity or enforceability of this Agreement (a “Material Adverse Effect”).

(b) The execution and delivery of this Agreement by Seller does not, and the consumma-
tion by Seller of the transactions contemplated by this Agreement will not, require any consent,
approval, authorization, waiver or permit of, or filing with or notification to, any governmental
authority or any other person, except for such as have already been obtained.

5. COVENANTS

From the Effective Date until such time as the Senior Preferred Stock shall have been re-
paid or redeemed in full in accordance with its terms:

5.1. Restricted Payments. Seller shall not, and shall not permit any of its subsidiaries to, in
each case without the prior written consent of Purchaser, declare or pay any dividend (preferred
or otherwise) or make any other distribution (by reduction of capital or otherwise), whether in
cash, property, securities or a combination thereof, with respect to any of Seller’s Equity Inter-
ests (other than with respect to the Senior Preferred Stock or the Warrant) or directly or indi-
rectly redeem, purchase, retire or otherwise acquire for value any of Seller’s Equity Interests
(other than the Senior Preferred Stock or the Warrant), or set aside any amount for any such pur-
pose.

5.2. Issuance of Capital Stock. Seller shall not, and shall not permit any of its subsidiaries to,
in each case without the prior written consent of Purchaser, sell or issue Equity Interests of Seller
or any of its subsidiaries of any kind or nature, in any amount, other than the sale and issuance of
the Senior Preferred Stock and Warrant on the Effective Date and the common stock subject to
the Warrant upon exercise thereof, and other than as required by (and pursuant to) the terms of
any binding agreement as in effect on the date hereof.

5.3. Conservatorship. Seller shall not (and Conservator, by its signature below, agrees that it
shall not), without the prior written consent of Purchaser, terminate, seek termination of or per-
mit to be terminated the conservatorship of Seller pursuant to Section 1367 of the FHE Act, other
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than in connection with a receivership pursuant to Section 1367 of the FHE Act.

5.4. Transfer of Assets. Seller shall not, and shall not permit any of its subsidiaries to, in
each case without the prior written consent of Purchaser, sell, transfer, lease or otherwise dispose
of (in one transaction or a series of related transactions) all or any portion of its assets (including
Equity Interests in other persons, including subsidiaries), whether now owned or hereafter ac-
quired (any such sale, transfer, lease or disposition, a “Disposition”), other than Dispositions for
fair market value:

(a) to a limited life regulated entity (“LLRE”) pursuant to Section 1367(i) of the FHE
Act;

(b) of assets and properties in the ordinary course of business, consistent with past prac-
tice;

(c) in connection with a liquidation of Seller by a receiver appointed pursuant to Section
1367(a) of the FHE Act;

(d) of cash or cash equivalents for cash or cash equivalents; or
(e) to the extent necessary to comply with the covenant set forth in Section 5.7 below.

5.5. Indebtedness. Seller shall not, and shall not permit any of its subsidiaries to, in each
case without the prior written consent of Purchaser, incur, assume or otherwise become liable for
(a) any Indebtedness if, after giving effect to the incurrence thereof, the aggregate Indebtedness
of Seller and its subsidiaries on a consolidated basis would exceed 110.0% of the aggregate In-
debtedness of Seller and its subsidiaries on a consolidated basis as of June 30, 2008 or (b) any
Indebtedness if such Indebtedness is subordinated by its terms to any other Indebtedness of
Seller or the applicable subsidiary. For purposes of this covenant the acquisition of a subsidiary
with Indebtedness will be deemed to be the incurrence of such Indebtedness at the time of such
acquisition.

5.6. Fundamental Changes. Seller shall not, and shall not permit any of its subsidiaries to, in
each case without the prior written consent of Purchaser, (i) merge into or consolidate or amal-
gamate with any other Person, or permit any other Person to merge into or consolidate or amal-
gamate with it, (ii) effect a reorganization or recapitalization involving the common stock of
Seller, a reclassification of the common stock of Seller or similar corporate transaction or event
or (iii) purchase, lease or otherwise acquire (in one transaction or a series of transactions) all or
substantially all of the assets of any other Person or any division, unit or business of any Person.

5.7. Mortgage Assets. Seller shall not own, as of any applicable date, Mortgage Assets in
excess of (i) on December 31, 2009, $850 billion, or (ii) on December 31 of each year thereafter,
90.0% of the aggregate amount of Mortgage Assets of Seller as of December 31 of the immedi-
ately preceding calendar year; provided, that in no event shall Seller be required under this Sec-
tion 5.7 to own less than $250 billion in Mortgage Assets.
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5.8. Transactions with Affiliates. Seller shall not, and shall not permit any of its subsidiaries
to, without the prior written consent of Purchaser, engage in any transaction of any kind or nature
with an Affiliate of Seller unless such transaction is (i) pursuant to this Agreement, the Senior
Preferred Stock or the Warrant, (ii) upon terms no less favorable to Seller than would be ob-
tained in a comparable arm’s-length transaction with a Person that is not an Affiliate of Seller or
(iii) a transaction undertaken in the ordinary course or pursuant to a contractual obligation or
customary employment arrangement in existence as of the date hereof.

5.9. Reporting. Seller shall provide to Purchaser:

(a) not later than the time period specified in the SEC’s rules and regulations with re-
spect to issuers as to which Section 13 and 15(d) of the Exchange Act apply, annual reports on
Form 10-K (or any successor or comparable form) containing the information required to be con-
tained therein (or required in such successor or comparable form);

(b) not later than the time period specified in the SEC’s rules and regulations with re-
spect to issuers as to which Section 13 and 15(d) of the Exchange Act apply, reports on Form 10-
Q (or any successor or comparable form) containing the information required to be contained
therein (or required in such successor or comparable form);

(c) promptly from time to time after the occurrence of an event required to be therein re-
ported (and in any event within the time period specified in the SEC’s rules and regulations),
such other reports on Form 8-K (or any successor or comparable form);

(d) concurrently with any delivery of financial statements under paragraphs (a) or (b)
above, a certificate of the Designated Representative, (i) certifying that Seller is (and since the
last such certificate has at all times been) in compliance with each of the covenants contained
herein and that no representation made by Seller herein or in any document delivered pursuant
hereto or in connection herewith was false or misleading in any material respect when made, or,
if the foregoing is not true, specifying the nature and extent of the breach of covenant and/or rep-
resentation and any corrective action taken or proposed to be taken with respect thereto, and
(ii) setting forth computations in reasonable detail and satisfactory to the Purchaser of the Defi-
ciency Amount, if any;

(e) promptly, from time to time, such other information regarding the operations, busi-
ness affairs, plans, projections and financial condition of Seller, or compliance with the terms of
this Agreement, as Purchaser may reasonably request; and

(F) as promptly as reasonably practicable, written notice of the following:

(i) the occurrence of the Liquidation End Date;

(i) the filing or commencement of, or any written threat or notice of intention of
any Person to file or commence, any action, suit or proceeding, whether at law or in eg-
uity or by or before any governmental authority or in arbitration, against Conservator,

Seller or any other Person which, if adversely determined, would reasonably be expected
to have a Material Adverse Effect;
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(iii) any other development that is not a matter of general public knowledge and
that has had, or would reasonably be expected to have, a Material Adverse Effect.

5.10. Executive Compensation. Seller shall not, without the consent of the Director, in con-
sultation with the Secretary of the Treasury, enter into any new compensation arrangements with,
or increase amounts or benefits payable under existing compensation arrangements of, any
Named Executive Officer of Seller.

6. MISCELLANEOUS

6.1. No Third-Party Beneficiaries. Until the termination of the Commitment, at any time
during the existence and continuance of a payment default with respect to debt securities issued
by Seller and/or a default by Seller with respect to any Mortgage Guarantee Obligations, any
holder of such defaulted debt securities or beneficiary of such Mortgage Guarantee Obligations
(collectively, the “Holders™) may (a) deliver notice to the Seller and the Designated Representa-
tive requesting exercise of all rights available to them under this Agreement to draw on the
Commitment up to the lesser of the amount necessary to cure the outstanding payment defaults
and the Available Amount as of the last day of the immediately preceding fiscal quarter (the
“Demand Amount™), (b) if Seller and the Designated Representative fail to act as requested
within thirty (30) days of such notice, seek judicial relief for failure of the Seller to draw on the
Commitment, and (c) if Purchaser shall fail to perform its obligations in respect of any draw on
the Commitment, and Seller and/or the Designated Representative shall not be diligently pursu-
ing remedies in respect of such failure, file a claim in the United States Court of Federal Claims
for relief requiring Purchaser to pay Seller the Demand Amount in the form of liquidated dam-
ages. Any payment of liquidated damages to Seller under the previous sentence shall be treated
for all purposes, including the provisions of the Senior Preferred Stock and Section 3.3 of this
Agreement, as a draw and funding of the Commitment pursuant to Article 2. The Holders shall
have no other rights under or in respect of this Agreement, and the Commitment shall not other-
wise be enforceable by any creditor of Seller or by any other Person other than the parties hereto,
and no such creditor or other Person is intended to be, or shall be, a third party beneficiary of any
provision of this Agreement.

6.2. Non-Transferable; Successors. The Commitment is solely for the benefit of Seller and
shall not inure to the benefit of any other Person (other than the Holders to the extent set forth in
Section 6.1), including any entity to which the charter of Seller may be transferred, to any LLRE
or to any other successor to the assets, liabilities or operations of Seller. The Commitment may
not be assigned or otherwise transferred, in whole or in part, to any Person (including, for the
avoidance of doubt, any LLRE to which a receiver has assigned all or a portion of Seller’s assets)
without the prior written consent of Purchaser (which may be withheld in its sole discretion). In
no event shall any successor to Seller (including such an LLRE) be entitled to the benefit of the
Commitment without the prior written consent of Purchaser. Seller and Conservator, for them-
selves and on behalf of their permitted successors, covenant and agree not to transfer or purport
to transfer the Commitment in contravention of the terms hereof, and any such attempted transfer
shall be null and void ab initio. It is the expectation of the parties that, in the event Seller were
placed into receivership and an LLRE formed to purchase certain of its assets and assume certain
of its liabilities, the Commitment would remain with Seller for the benefit of the holders of the
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debt of Seller not assumed by the LLRE.

6.3. Amendments; Waivers. This Agreement may be waived or amended solely by a writing
executed by both of the parties hereto, and, with respect to amendments to or waivers of the pro-
visions of Sections 5.3, 6.2 and 6.11, the Conservator; provided, however, that no such waiver or
amendment shall decrease the aggregate Commitment or add conditions to funding the amounts
required to be funded by Purchaser under the Commitment if such waiver or amendment would,
in the reasonable opinion of Seller, adversely affect in any material respect the holders of debt
securities of Seller and/or the beneficiaries of Mortgage Guarantee Obligations, in each case in
their capacities as such, after taking into account any alternative arrangements that may be im-
plemented concurrently with such waiver or amendment. In no event shall any rights granted
hereunder prevent the parties hereto from waiving or amending in any manner whatsoever the
covenants of Seller hereunder.

6.4. Governing Law; Jurisdiction; Venue. This Agreement and the Warrant shall be gov-
erned by, and construed in accordance with, the federal law of the United States of America if
and to the extent such federal law is applicable, and otherwise in accordance with the laws of the
State of New York. The Senior Preferred Stock shall be governed as set forth in the terms
thereof. Except as provided in section 6.1 and as otherwise required by law, the United States
District Court for the District of Columbia shall have exclusive jurisdiction over all civil actions
arising out of this Agreement, the Commitment, the Senior Preferred Stock and the Warrant, and
venue for any such civil action shall lie exclusively in the United States District Court for the
District of Columbia.

6.5. Notices. Any notices delivered pursuant to or in connection with this Agreement shall
be delivered to the applicable parties at the addresses set forth below:

If to Seller:

Federal National Mortgage Association
c/o Federal Housing Finance Authority
1700 G Street, NW

4th Floor

Washington, DC 20552

Attention: General Counsel

If to Purchaser:
United States Department of the Treasury
1500 Pennsylvania Avenue, NW

Washington DC 20220
Attention: Under Secretary for Domestic Finance
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with a copy to:

United States Department of the Treasury
1500 Pennsylvania Avenue, NW
Washington DC 20220

Attention: General Counsel

If to Conservator:

Federal Housing Finance Authority
1700 G Street, NW

4th Floor

Washington, DC 20552

Attention: General Counsel

All notices and other communications provided for herein shall be in writing and shall be deliv-
ered by hand or overnight courier service, mailed by certified or registered mail. All notices
hereunder shall be effective upon receipt.

6.6. Disclaimer of Guarantee. This Agreement and the Commitment are not intended to and
shall not be deemed to constitute a guarantee by Purchaser or any other agency or instrumentality
of the United States of the payment or performance of any debt security or any other obligation,
indebtedness or liability of Seller of any kind or character whatsoever.

6.7. Effect of Order; Injunction; Decree. If any order, injunction or decree is issued by any
court of competent jurisdiction that vacates, modifies, amends, conditions, enjoins, stays or oth-
erwise affects the appointment of Conservator as conservator of Seller or otherwise curtails Con-
servator’s powers as such conservator (except in each case any order converting the conservator-
ship to a receivership under Section 1367(a) of the FHE Act), Purchaser may by written notice to
Conservator and Seller declare this Agreement null and void, whereupon all transfers hereunder
(including the issuance of the Senior Preferred Stock and the Warrant and any funding of the
Commitment) shall be rescinded and unwound and all obligations of the parties (other than to
effectuate such rescission and unwind) shall immediately and automatically terminate.

6.8. Business Day. To the extent that any deadline or date of performance of any right or ob-
ligation set forth herein shall fall on a day other than a Business Day, then such deadline or date
of performance shall automatically be extended to the next succeeding Business Day.

6.9. Entire Agreement. This Agreement, together with the Senior Preferred Stock and War-
rant, contains the entire agreement between the parties hereto with respect to the transactions
contemplated hereby and supersedes and cancels all prior agreements, including, but not limited
to, all proposals, term sheets, statements, letters of intent or representations, written or oral, with
respect thereto.

6.10. Remedies. In the event of a breach by Seller of any covenant or representation of Seller
set forth herein, Purchaser shall be entitled to specific performance (in the case of a breach of
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covenant), damages and such other remedies as may be available at law or in equity; provided,
that Purchaser shall not have the right to terminate the Commitment solely as a result of any such
breach, and compliance with the covenants and the accuracy of the representations set forth in
this Agreement shall not be conditions to funding the Commitment.

6.11. Tax Reporting. Neither Seller nor Conservator shall take, or shall permit any of their
respective successors or assigns to take, a position for any tax, accounting or other purpose that
is inconsistent with Internal Revenue Service Notice 2008-76 (or the regulations to be issued
pursuant to such Notice) regarding the application of Section 382 of the Internal Revenue Code
of 1986, as amended, a copy of which Notice has been provided to Seller in connection with the
execution of this Agreement.

6.12. Non-Severability. Each of the provisions of this Agreement is integrated with and inte-
gral to the whole and shall not be severable from the remainder of the Agreement. In the event
that any provision of this Agreement, the Senior Preferred Stock or the Warrant is determined to
be illegal or unenforceable, then Purchaser may, in its sole discretion, by written notice to Con-
servator and Seller, declare this Agreement null and void, whereupon all transfers hereunder (in-
cluding the issuance of the Senior Preferred Stock and the Warrant and any funding of the Com-
mitment) shall be rescinded and unwound and all obligations of the parties (other than to effectu-
ate such rescission and unwind) shall immediately and automatically terminate.

[Signature Page Follows]
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EXHIBIT F
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EXECUTION VERSION

AMENDED AND RESTATED SENIOR PREFERRED STOCK PURCHASE
AGREEMENT

AMENDED AND RESTATED SENIOR PREFERRED STOCK PURCHASE
AGREEMENT (this “Agreement”) dated as of September 26, 2008, between the UNITED
STATES DEPARTMENT OF THE TREASURY (“Purchaser”’) and FEDERAL HOME LOAN
MORTGAGE CORPORATION (“Seller”), acting through the Federal Housing Finance Agency
(the “Agency”) as its duly appointed conservator (the Agency in such capacity, “Conservator”).
Reference is made to Article 1 below for the meaning of capitalized terms used herein without
definition.

Background

A. The Agency has been duly appointed as Conservator for Seller pursuant to
Section 1367(a) of the Federal Housing Enterprises Financial Safety and Soundness Act of 1992
(as amended, the “FHE Act”). Conservator has determined that entry into this Agreement is (i)
necessary to put Seller in a sound and solvent condition; (ii) appropriate to carry on the business
of Seller and preserve and conserve the assets and property of Seller; and (ii1) otherwise consis-
tent with its powers, authorities and responsibilities.

B. Purchaser is authorized to purchase obligations and other securities issued by
Seller pursuant to Section 306(1) of the Federal Home Loan Mortgage Corporation Act, as
amended (the “Charter Act”). The Secretary of the Treasury has determined, after taking into
consideration the matters set forth in Section 306(1)(1)(C) of the Charter Act, that the purchases
contemplated herein are necessary to (i) provide stability to the financial markets; (ii) prevent
disruptions in the availability of mortgage finance; and (iii) protect the taxpayer.

C. Purchaser and Seller executed and delivered the Senior Preferred Stock Pur-
chase Agreement dated as of September 7, 2008 (the “Original Agreement”), and the parties
thereto desire to amend and restate the Original Agreement in its entirety as set forth herein.

THEREFORE, the parties hereto agree as follows:
Terms and Conditions
1. DEFINITIONS

As used in this Agreement, the following terms shall have the meanings set forth
below:

“Affiliate” means, when used with respect to a specified Person (i) any direct or indirect holder
or group (as defined in Sections 13(d) and 14(d) of the Exchange Act) of holders of 10.0% or
more of any class of capital stock of such Person and (ii) any current or former director or officer
of such Person, or any other current or former employee of such Person that currently exercises
or formerly exercised a material degree of Control over such Person, including without limitation
each current or former Named Executive Officer of such Person.
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“Available Amount” means, as of any date of determination, the lesser of (a) the Deficiency
Amount as of such date and (b) the Maximum Amount as of such date.

“Business Day” means any day other than a Saturday, Sunday or other day on which commercial
banks are authorized to close under United States federal law and the law of the State of New
York.

“Capital Lease Obligations” of any Person shall mean the obligations of such Person to pay rent
or other amounts under any lease of (or other similar arrangement conveying the right to use)
real or personal property, or a combination thereof, which obligations are required to be classi-
fied and accounted for as capital leases on a balance sheet of such Person under GAAP and, for
purposes hereof, the amount of such obligations at any time shall be the capitalized amount
thereof at such time determined in accordance with GAAP.

“Control” shall mean the possession, directly or indirectly, of the power to direct or cause the
direction of the management or policies of a Person, whether through the ownership of voting
securities, by contract or otherwise.

“Deficiency Amount” means, as of any date of determination, the amount, if any, by which (a)
the total liabilities of Seller exceed (b) the total assets of Seller (such assets excluding the Com-
mitment and any unfunded amounts thereof), in each case as reflected on the balance sheet of
Seller as of the applicable date set forth in this Agreement, prepared in accordance with GAAP;
provided, however, that:

(i) for the avoidance of doubt, in measuring the Deficiency Amount liabilities shall ex-
clude any obligation in respect of any capital stock of Seller, including the Senior Pre-
ferred Stock contemplated herein;

(i1) 1in the event that Seller becomes subject to receivership or other liquidation process
or proceeding, “Deficiency Amount” shall mean, as of any date of determination, the
amount, if any, by which (a) the total allowed claims against the receivership or other ap-
plicable estate (excluding any liabilities of or transferred to any LLRE (as defined in Sec-
tion 5.4(a)) created by a receiver) exceed (b) the total assets of such receivership or other
estate (excluding the Commitment, any unfunded amounts thereof and any assets of or
transferred to any LLRE, but including the value of the receiver’s interest in any LLRE);

(i11) to the extent Conservator or a receiver of Seller, or any statute, rule, regulation or
court of competent jurisdiction, specifies or determines that a liability of Seller (including
without limitation a claim against Seller arising from rescission of a purchase or sale of a
security issued by Seller (or guaranteed by Seller or with respect to which Seller is oth-
erwise liable) or for damages arising from the purchase, sale or retention of such a secu-
rity) shall be subordinated (other than pursuant to a contract providing for such subordi-
nation) to all other liabilities of Seller or shall be treated on par with any class of equity
of Seller, then such liability shall be excluded in the calculation of Deficiency Amount;
and
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(iv) the Deficiency Amount may be increased above the otherwise applicable amount by
the mutual written agreement of Purchaser and Seller, each acting in its sole discretion.

“Designated Representative” means Conservator or (a) if Conservator has been superseded by a
receiver pursuant to Section 1367(a) of the FHE Act, such receiver, or (b) if Seller is not in con-
servatorship or receivership pursuant to Section 1367(a) of the FHE Act, Seller’s chief financial
officer.

“Director” shall mean the Director of the Agency.

“Effective Date” means the date on which this Agreement shall have been executed and delivered
by both of the parties hereto.

“Equity Interests” of any Person shall mean any and all shares, interests, rights to purchase or
otherwise acquire, warrants, options, participations or other equivalents of or interests in (how-
ever designated) equity, ownership or profits of such Person, including any preferred stock, any
limited or general partnership interest and any limited liability company membership interest,
and any securities or other rights or interests convertible into or exchangeable for any of the
foregoing.

“Exchange Act” means the Securities Exchange Act of 1934, as amended, and the rules and regu-
lations of the SEC promulgated thereunder.

“GAAP” means generally accepted accounting principles in effect in the United States as set
forth in the opinions and pronouncements of the Accounting Principles Board and the American
Institute of Certified Public Accountants and statements and pronouncements of the Financial
Accounting Standards Board from time to time.

“Indebtedness” of any Person means, for purposes of Section 5.5 only, without duplication, (a)
all obligations of such Person for money borrowed by such Person, (b) all obligations of such
Person evidenced by bonds, debentures, notes or similar instruments, (c) all obligations of such
Person under conditional sale or other title retention agreements relating to property or assets
purchased by such Person, (d) all obligations of such Person issued or assumed as the deferred
purchase price of property or services, other than trade accounts payable, (e) all Capital Lease
Obligations of such Person, (f) obligations, whether contingent or liquidated, in respect of letters
of credit (including standby and commercial), bankers’ acceptances and similar instruments and
(g) any obligation of such Person, contingent or otherwise, guaranteeing or having the economic
effect of guaranteeing any Indebtedness of the types set forth in clauses (a) through (f) payable
by another Person other than Mortgage Guarantee Obligations.

“Liquidation End Date” means the date of completion of the liquidation of Seller’s assets.

“Maximum Amount” means, as of any date of determination, $100,000,000,000 (one hundred
billion dollars), less the aggregate amount of funding under the Commitment prior to such date.
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“Mortgage Assets” of any Person means assets of such Person consisting of mortgages, mortgage
loans, mortgage-related securities, participation certificates, mortgage-backed commercial paper,
obligations of real estate mortgage investment conduits and similar assets, in each case to the ex-
tent such assets would appear on the balance sheet of such Person in accordance with GAAP as
in effect as of the date hereof (and, for the avoidance of doubt, without giving effect to any
change that may be made hereafter in respect of Statement of Financial Accounting Standards
No. 140 or any similar accounting standard).

“Mortgage Guarantee Obligations” means guarantees, standby commitments, credit enhance-
ments and other similar obligations of Seller, in each case in respect of Mortgage Assets.

“Named Executive Olfficer” has the meaning given to such term in Item 402(a)(3) of Regulation
S-K under the Exchange Act, as in effect on the date hereof.

“Person” shall mean any individual, corporation, limited liability company, partnership, joint
venture, association, joint-stock company, trust, estate, unincorporated organization or govern-
ment or any agency or political subdivision thereof, or any other entity whatsoever.

“SEC” means the Securities and Exchange Commission.

“Senior Preferred Stock” means the Variable Liquidation Preference Senior Preferred Stock of
Seller, substantially in the form of Exhibit A hereto.

“Warrant” means a warrant for the purchase of common stock of Seller representing 79.9% of
the common stock of Seller on a fully-diluted basis, substantially in the form of Exhibit B hereto.

2. COMMITMENT

2.1. Commitment. Purchaser hereby commits to provide to Seller, on the terms and condi-
tions set forth herein, immediately available funds in an amount up to but not in excess of the
Available Amount, as determined from time to time (the “Commitment”); provided, that in no
event shall the aggregate amount funded under the Commitment exceed $100,000,000,000 (one
hundred billion dollars). The liquidation preference of the Senior Preferred Stock shall increase
in connection with draws on the Commitment, as set forth in Section 3.3 below.

2.2. Quarterly Draws on Commitment. Within fifteen (15) Business Days following the de-
termination of the Deficiency Amount, if any, as of the end of each fiscal quarter of Seller which
ends on or before the Liquidation End Date, the Designated Representative may, on behalf of
Seller, request that Purchaser provide immediately available funds to Seller in an amount up to
but not in excess of the Available Amount as of the end of such quarter. Any such request shall
be valid only if it is in writing, is timely made, specifies the account of Seller to which such
funds are to be transferred, and contains a certification of the Designated Representative that the
requested amount does not exceed the Available Amount as of the end of the applicable quarter.
Purchaser shall provide such funds within sixty (60) days of its receipt of such request or, fol-
lowing any determination by the Director that the Director will be mandated by law to appoint a
receiver for Seller if such funds are not received sooner, such shorter period as may be necessary
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to avoid such mandatory appointment of a receiver if reasonably practicable taking into consid-
eration Purchaser’s access to funds.

2.3. Accelerated Draws on Commitment. Immediately following any determination by the
Director that the Director will be mandated by law to appoint a receiver for Seller prior to the
Liquidation End Date unless Seller’s capital is increased by an amount (the “Special Amount™)
up to but not in excess of the then current Available Amount (computed based on a balance sheet
of Seller prepared in accordance with GAAP that differs from the most recent balance sheet of
Seller delivered in accordance with Section 5.9(a) or (b)) on a date that is prior to the date that
funds will be available to Seller pursuant to Section 2.2, Conservator may, on behalf of Seller,
request that Purchaser provide to Seller the Special Amount in immediately available funds.
Any such request shall be valid only if it is in writing, is timely made, specifies the account of
Seller to which such funds are to be transferred, and contains certifications of Conservator that
(1) the requested amount does not exceed the Available Amount (including computations in rea-
sonable detail and satisfactory to Purchaser of the then existing Deficiency Amount) and (ii) the
requested amount is required to avoid the imminent mandatory appointment of a receiver for
Seller. Purchaser shall provide such funds within thirty (30) days of its receipt of such request
or, if reasonably practicable taking into consideration Purchaser’s access to funds, any shorter
period as may be necessary to avoid mandatory appointment of a receiver.

2.4. Final Draw on Commitment. Within fifteen (15) Business Days following the determi-
nation of the Deficiency Amount, if any, as of the Liquidation End Date (computed based on a
balance sheet of Seller as of the Liquidation End Date prepared in accordance with GAAP), the
Designated Representative may, on behalf of Seller, request that Purchaser provide immediately
available funds to Seller in an amount up to but not in excess of the Available Amount as of the
Liquidation End Date. Any such request shall be valid only if it is in writing, is timely made,
specifies the account of Seller to which such funds are to be transferred, and contains a certifica-
tion of the Designated Representative that the requested amount does not exceed the Available
Amount (including computations in reasonable detail and satisfactory to Purchaser of the Defi-
ciency Amount as of the Liquidation End Date). Purchaser shall provide such funds within sixty
(60) days of its receipt of such request.

2.5. Termination of Purchaser’s Obligations. Subject to earlier termination pursuant to Sec-
tion 6.7, all of Purchaser’s obligations under and in respect of the Commitment shall terminate
upon the earliest of: (a) if the Liquidation End Date shall have occurred, (i) the payment in full
of Purchaser’s obligations with respect to any valid request for funds pursuant to Section 2.4 or
(i1) if there is no Deficiency Amount on the Liquidation End Date or if no such request pursuant
to Section 2.4 has been made, the close of business on the 15th Business Day following the de-
termination of the Deficiency Amount, if any, as of the Liquidation End Date; (b) the payment in
full of, defeasance of or other reasonable provision for all liabilities of Seller, whether or not
contingent, including payment of any amounts that may become payable on, or expiry of or other
provision for, all Mortgage Guarantee Obligations and provision for unmatured debts; and (c) the
funding by Purchaser under the Commitment of an aggregate of $100,000,000,000 (one hundred
billion dollars). For the avoidance of doubt, the Commitment shall nof be terminable by Pur-
chaser solely by reason of (i) the conservatorship, receivership or other insolvency proceeding of
Seller or (i1) the Seller’s financial condition or any adverse change in Seller’s financial condition.
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3. PURCHASE OF SENIOR PREFERRED STOCK AND WARRANT; FEES

3.1. Initial Commitment Fee. In consideration of the Commitment, and for no additional
consideration, on the Effective Date (or as soon thereafter as is practicable) Seller shall sell and
issue to Purchaser, and Purchaser shall purchase from Seller, (a) one million (1,000,000) shares
of Senior Preferred Stock, with an initial liquidation preference equal to $1,000 per share
($1,000,000,000 (one billion dollars) liquidation preference in the aggregate), and (b) the War-
rant.

3.2. Periodic Commitment Fee. (a) Commencing March 31, 2010, Seller shall pay to Pur-
chaser quarterly, on the last day of March, June, September and December of each calendar year
(each a “Periodic Fee Date”), a periodic commitment fee (the “Periodic Commitment Fee). The
Periodic Commitment Fee shall accrue from January 1, 2010.

(b) The Periodic Commitment Fee is intended to fully compensate Purchaser for the sup-
port provided by the ongoing Commitment following December 31, 2009. The amount of the
Periodic Commitment Fee shall be set not later than December 31, 2009 with respect to the ensu-
ing five-year period, shall be reset every five years thereafter and shall be determined with refer-
ence to the market value of the Commitment as then in effect. The amount of the Periodic
Commitment Fee shall be mutually agreed by Purchaser and Seller, subject to their reasonable
discretion and in consultation with the Chairman of the Federal Reserve; provided, that Pur-
chaser may waive the Periodic Commitment Fee for up to one year at a time, in its sole discre-
tion, based on adverse conditions in the United States mortgage market.

(c) At the election of Seller, the Periodic Commitment Fee may be paid in cash or by
adding the amount thereof ratably to the liquidation preference of each outstanding share of Sen-
ior Preferred Stock so that the aggregate liquidation preference of all such outstanding shares of
Senior Preferred Stock is increased by an amount equal to the Periodic Commitment Fee. Seller
shall deliver notice of such election not later than three (3) Business Days prior to each Periodic
Fee Date. If the Periodic Commitment Fee is not paid in cash by 12:00 pm (New York time) on
the applicable Periodic Fee Date (irrespective of Seller’s election pursuant to this subsection),
Seller shall be deemed to have elected to pay the Periodic Commitment Fee by adding the
amount thereof to the liquidation preference of the Senior Preferred Stock, and the aggregate lig-
uidation preference of the outstanding shares of Senior Preferred Stock shall thereupon be auto-
matically increased, in the manner contemplated by the first sentence of this section, by an ag-
gregate amount equal to the Periodic Commitment Fee then due.

3.3. Increases of Senior Preferred Stock Liquidation Preference as a Result of Funding un-
der the Commitment. The aggregate liquidation preference of the outstanding shares of Senior
Preferred Stock shall be automatically increased by an amount equal to the amount of each draw
on the Commitment pursuant to Article 2 that is funded by Purchaser to Seller, such increase to
occur simultaneously with such funding and ratably with respect to each share of Senior Pre-
ferred Stock.

3.4. Notation of Increase in Liquidation Preference. Seller shall duly mark its records to re-
flect each increase in the liquidation preference of the Senior Preferred Stock contemplated
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herein (but, for the avoidance of doubt, such increase shall be effective regardless of whether
Seller has properly marked its records).

4. REPRESENTATIONS

Seller represents and warrants as of the Effective Date, and shall be deemed to have rep-
resented and warranted as of the date of each request for and funding of an advance under the
Commitment pursuant to Article 2, as follows:

4.1. Organization and Good Standing. Seller is a corporation, chartered by the Congress of
the United States, duly organized, validly existing and in good standing under the laws of the
United States and has all corporate power and authority to carry on its business as now con-
ducted and as proposed to be conducted.

4.2. Organizational Documents. Seller has made available to Purchaser a complete and cor-
rect copy of its charter and bylaws, each as amended to date (the “Organizational Documents”).
The Organizational Documents are in full force and effect. Seller is not in violation of any pro-
vision of its Organizational Documents.

4.3. Authorization and Enforceability. All corporate or other action on the part of Seller or
Conservator necessary for the authorization, execution, delivery and performance of this Agree-
ment by Seller and for the authorization, issuance and delivery of the Senior Preferred Stock and
the Warrant being purchased under this Agreement, has been taken. This Agreement has been
duly and validly executed and delivered by Seller and (assuming due authorization, execution
and delivery by the Purchaser) shall constitute the valid and legally binding obligation of Seller,
enforceable against Seller in accordance with its terms, except to the extent the enforceability
thereof may be limited by bankruptcy laws, insolvency laws, reorganization laws, moratorium
laws or other laws of general applicability affecting creditors’ rights generally or by general eq-
uitable principles (regardless of whether enforcement is sought in a proceeding in equity or at
law). The Agency is acting as conservator for Seller under Section 1367 of the FHE Act. The
Board of Directors of Seller, by valid action at a duly called meeting of the Board of Directors on
September 6, 2008, consented to the appointment of the Agency as conservator for purposes of
Section 1367(a)(3)(I) of the FHE Act, and the Director of the Agency has appointed the Agency
as Conservator for Seller pursuant to Section 1367(a)(1) of the FHE Act, and each such action
has not been rescinded, revoked or modified in any respect.

4.4. Valid Issuance. When issued in accordance with the terms of this Agreement, the Senior
Preferred Stock and the Warrant will be duly authorized, validly issued, fully paid and non-
assessable, free and clear of all liens and preemptive rights. The shares of common stock to
which the holder of the Warrant is entitled have been duly and validly reserved for issuance.
When issued and delivered in accordance with the terms of this Agreement and the Warrant,
such shares will be duly authorized, validly issued, fully paid and nonassessable, free and clear
of all liens and preemptive rights.
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4.5. Non-Contravention.

(a) The execution, delivery or performance by Seller of this Agreement and the con-
summation by Seller of the transactions contemplated hereby do not and will not (i) conflict with
or violate any provision of the Organizational Documents of Seller; (ii) conflict with or violate
any law, decree or regulation applicable to Seller or by which any property or asset of Seller is
bound or affected, or (iii) result in any breach of, or constitute a default (with or without notice
or lapse of time, or both) under, or give to others any right of termination, amendment, accelera-
tion or cancellation of, or result in the creation of a lien upon any of the properties or assets of
Seller, pursuant to any note, bond, mortgage, indenture or credit agreement, or any other con-
tract, agreement, lease, license, permit, franchise or other instrument or obligation to which
Seller is a party or by which Seller is bound or affected, other than, in the case of clause (iii), any
such breach, default, termination, amendment, acceleration, cancellation or lien that would not
have and would not reasonably be expected to have, individually or in the aggregate, a material
adverse effect on the business, property, operations or condition of the Seller, the authority of the
Conservator or the validity or enforceability of this Agreement (a “Material Adverse Effect”).

(b) The execution and delivery of this Agreement by Seller does not, and the consumma-
tion by Seller of the transactions contemplated by this Agreement will not, require any consent,
approval, authorization, waiver or permit of, or filing with or notification to, any governmental
authority or any other person, except for such as have already been obtained.

5. COVENANTS

From the Effective Date until such time as the Senior Preferred Stock shall have been re-
paid or redeemed in full in accordance with its terms:

5.1. Restricted Payments. Seller shall not, and shall not permit any of its subsidiaries to, in
each case without the prior written consent of Purchaser, declare or pay any dividend (preferred
or otherwise) or make any other distribution (by reduction of capital or otherwise), whether in
cash, property, securities or a combination thereof, with respect to any of Seller’s Equity Inter-
ests (other than with respect to the Senior Preferred Stock or the Warrant) or directly or indi-
rectly redeem, purchase, retire or otherwise acquire for value any of Seller’s Equity Interests
(other than the Senior Preferred Stock or the Warrant), or set aside any amount for any such pur-
pose.

5.2. Issuance of Capital Stock. Seller shall not, and shall not permit any of its subsidiaries to,
in each case without the prior written consent of Purchaser, sell or issue Equity Interests of Seller
or any of its subsidiaries of any kind or nature, in any amount, other than the sale and issuance of
the Senior Preferred Stock and Warrant on the Effective Date and the common stock subject to
the Warrant upon exercise thereof, and other than as required by (and pursuant to) the terms of
any binding agreement as in effect on the date hereof.

5.3. Conservatorship. Seller shall not (and Conservator, by its signature below, agrees that it
shall not), without the prior written consent of Purchaser, terminate, seek termination of or per-
mit to be terminated the conservatorship of Seller pursuant to Section 1367 of the FHE Act, other
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than in connection with a receivership pursuant to Section 1367 of the FHE Act.

5.4. Transfer of Assets. Seller shall not, and shall not permit any of its subsidiaries to, in
each case without the prior written consent of Purchaser, sell, transfer, lease or otherwise dispose
of (in one transaction or a series of related transactions) all or any portion of its assets (including
Equity Interests in other persons, including subsidiaries), whether now owned or hereafter ac-
quired (any such sale, transfer, lease or disposition, a “Disposition”), other than Dispositions for
fair market value:

(a) to a limited life regulated entity (“LLRE”) pursuant to Section 1367(i) of the FHE
Act;

(b) of assets and properties in the ordinary course of business, consistent with past prac-
tice;

(c) in connection with a liquidation of Seller by a receiver appointed pursuant to Section
1367(a) of the FHE Act;

(d) of cash or cash equivalents for cash or cash equivalents; or
(e) to the extent necessary to comply with the covenant set forth in Section 5.7 below.

5.5. Indebtedness. Seller shall not, and shall not permit any of its subsidiaries to, in each
case without the prior written consent of Purchaser, incur, assume or otherwise become liable for
(a) any Indebtedness if, after giving effect to the incurrence thereof, the aggregate Indebtedness
of Seller and its subsidiaries on a consolidated basis would exceed 110.0% of the aggregate In-
debtedness of Seller and its subsidiaries on a consolidated basis as of June 30, 2008 or (b) any
Indebtedness if such Indebtedness is subordinated by its terms to any other Indebtedness of
Seller or the applicable subsidiary. For purposes of this covenant the acquisition of a subsidiary
with Indebtedness will be deemed to be the incurrence of such Indebtedness at the time of such
acquisition.

5.6. Fundamental Changes. Seller shall not, and shall not permit any of its subsidiaries to, in
each case without the prior written consent of Purchaser, (i) merge into or consolidate or amal-
gamate with any other Person, or permit any other Person to merge into or consolidate or amal-
gamate with it, (ii) effect a reorganization or recapitalization involving the common stock of
Seller, a reclassification of the common stock of Seller or similar corporate transaction or event
or (iii) purchase, lease or otherwise acquire (in one transaction or a series of transactions) all or
substantially all of the assets of any other Person or any division, unit or business of any Person.

5.7. Mortgage Assets. Seller shall not own, as of any applicable date, Mortgage Assets in
excess of (i) on December 31, 2009, $850 billion, or (ii) on December 31 of each year thereafter,
90.0% of the aggregate amount of Mortgage Assets of Seller as of December 31 of the immedi-
ately preceding calendar year; provided, that in no event shall Seller be required under this Sec-
tion 5.7 to own less than $250 billion in Mortgage Assets.
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5.8. Transactions with Affiliates. Seller shall not, and shall not permit any of its subsidiaries
to, without the prior written consent of Purchaser, engage in any transaction of any kind or nature
with an Affiliate of Seller unless such transaction is (i) pursuant to this Agreement, the Senior
Preferred Stock or the Warrant, (ii) upon terms no less favorable to Seller than would be ob-
tained in a comparable arm’s-length transaction with a Person that is not an Affiliate of Seller or
(ii1) a transaction undertaken in the ordinary course or pursuant to a contractual obligation or
customary employment arrangement in existence as of the date hereof.

5.9. Reporting. Seller shall provide to Purchaser:

(a) not later than the time period specified in the SEC’s rules and regulations with re-
spect to issuers as to which Section 13 and 15(d) of the Exchange Act apply, annual reports on
Form 10-K (or any successor or comparable form) containing the information required to be con-
tained therein (or required in such successor or comparable form);

(b) not later than the time period specified in the SEC’s rules and regulations with re-
spect to issuers as to which Section 13 and 15(d) of the Exchange Act apply, reports on Form 10-
Q (or any successor or comparable form) containing the information required to be contained
therein (or required in such successor or comparable form);

(c) promptly from time to time after the occurrence of an event required to be therein re-
ported (and in any event within the time period specified in the SEC’s rules and regulations),
such other reports on Form 8-K (or any successor or comparable form);

(d) concurrently with any delivery of financial statements under paragraphs (a) or (b)
above, a certificate of the Designated Representative, (i) certifying that Seller is (and since the
last such certificate has at all times been) in compliance with each of the covenants contained
herein and that no representation made by Seller herein or in any document delivered pursuant
hereto or in connection herewith was false or misleading in any material respect when made, or,
if the foregoing is not true, specifying the nature and extent of the breach of covenant and/or rep-
resentation and any corrective action taken or proposed to be taken with respect thereto, and
(i1) setting forth computations in reasonable detail and satisfactory to the Purchaser of the Defi-
ciency Amount, if any;

(e) promptly, from time to time, such other information regarding the operations, busi-
ness affairs, plans, projections and financial condition of Seller, or compliance with the terms of
this Agreement, as Purchaser may reasonably request; and

(f) as promptly as reasonably practicable, written notice of the following:

(1) the occurrence of the Liquidation End Date;

(i1) the filing or commencement of, or any written threat or notice of intention of
any Person to file or commence, any action, suit or proceeding, whether at law or in eq-
uity or by or before any governmental authority or in arbitration, against Conservator,

Seller or any other Person which, if adversely determined, would reasonably be expected
to have a Material Adverse Effect;

-10 -
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(ii1) any other development that is not a matter of general public knowledge and
that has had, or would reasonably be expected to have, a Material Adverse Effect.

5.10. Executive Compensation. Seller shall not, without the consent of the Director, in con-
sultation with the Secretary of the Treasury, enter into any new compensation arrangements with,
or increase amounts or benefits payable under existing compensation arrangements of, any
Named Executive Officer of Seller.

6. MISCELLANEOUS

6.1. No Third-Party Beneficiaries. Until the termination of the Commitment, at any time
during the existence and continuance of a payment default with respect to debt securities issued
by Seller and/or a default by Seller with respect to any Mortgage Guarantee Obligations, any
holder of such defaulted debt securities or beneficiary of such Mortgage Guarantee Obligations
(collectively, the “Holders”) may (a) deliver notice to the Seller and the Designated Representa-
tive requesting exercise of all rights available to them under this Agreement to draw on the
Commitment up to the lesser of the amount necessary to cure the outstanding payment defaults
and the Available Amount as of the last day of the immediately preceding fiscal quarter (the
“Demand Amount”), (b) if Seller and the Designated Representative fail to act as requested
within thirty (30) days of such notice, seek judicial relief for failure of the Seller to draw on the
Commitment, and (c) if Purchaser shall fail to perform its obligations in respect of any draw on
the Commitment, and Seller and/or the Designated Representative shall not be diligently pursu-
ing remedies in respect of such failure, file a claim in the United States Court of Federal Claims
for relief requiring Purchaser to pay Seller the Demand Amount in the form of liquidated dam-
ages. Any payment of liquidated damages to Seller under the previous sentence shall be treated
for all purposes, including the provisions of the Senior Preferred Stock and Section 3.3 of this
Agreement, as a draw and funding of the Commitment pursuant to Article 2. The Holders shall
have no other rights under or in respect of this Agreement, and the Commitment shall not other-
wise be enforceable by any creditor of Seller or by any other Person other than the parties hereto,
and no such creditor or other Person is intended to be, or shall be, a third party beneficiary of any
provision of this Agreement.

6.2. Non-Transferable; Successors. The Commitment is solely for the benefit of Seller and
shall not inure to the benefit of any other Person (other than the Holders to the extent set forth in
Section 6.1), including any entity to which the charter of Seller may be transferred, to any LLRE
or to any other successor to the assets, liabilities or operations of Seller. The Commitment may
not be assigned or otherwise transferred, in whole or in part, to any Person (including, for the
avoidance of doubt, any LLRE to which a receiver has assigned all or a portion of Seller’s assets)
without the prior written consent of Purchaser (which may be withheld in its sole discretion). In
no event shall any successor to Seller (including such an LLRE) be entitled to the benefit of the
Commitment without the prior written consent of Purchaser. Seller and Conservator, for them-
selves and on behalf of their permitted successors, covenant and agree not to transfer or purport
to transfer the Commitment in contravention of the terms hereof, and any such attempted transfer
shall be null and void ab initio. It is the expectation of the parties that, in the event Seller were
placed into receivership and an LLRE formed to purchase certain of its assets and assume certain
of its liabilities, the Commitment would remain with Seller for the benefit of the holders of the

-11 -
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debt of Seller not assumed by the LLRE.

6.3. Amendments; Waivers. This Agreement may be waived or amended solely by a writing
executed by both of the parties hereto, and, with respect to amendments to or waivers of the pro-
visions of Sections 5.3, 6.2 and 6.11, the Conservator; provided, however, that no such waiver or
amendment shall decrease the aggregate Commitment or add conditions to funding the amounts
required to be funded by Purchaser under the Commitment if such waiver or amendment would,
in the reasonable opinion of Seller, adversely affect in any material respect the holders of debt
securities of Seller and/or the beneficiaries of Mortgage Guarantee Obligations, in each case in
their capacities as such, after taking into account any alternative arrangements that may be im-
plemented concurrently with such waiver or amendment. In no event shall any rights granted
hereunder prevent the parties hereto from waiving or amending in any manner whatsoever the
covenants of Seller hereunder.

6.4. Governing Law; Jurisdiction; Venue. This Agreement and the Warrant shall be gov-
erned by, and construed in accordance with, the federal law of the United States of America if
and to the extent such federal law is applicable, and otherwise in accordance with the laws of the
State of New York. The Senior Preferred Stock shall be governed as set forth in the terms
thereof. Except as provided in section 6.1 and as otherwise required by law, the United States
District Court for the District of Columbia shall have exclusive jurisdiction over all civil actions
arising out of this Agreement, the Commitment, the Senior Preferred Stock and the Warrant, and
venue for any such civil action shall lie exclusively in the United States District Court for the
District of Columbia.

6.5. Notices. Any notices delivered pursuant to or in connection with this Agreement shall
be delivered to the applicable parties at the addresses set forth below:

If to Seller:

Federal Home Loan Mortgage Corporation
c/o Federal Housing Finance Authority
1700 G Street, NW

4th Floor

Washington, DC 20552

Attention: General Counsel

If to Purchaser:
United States Department of the Treasury
1500 Pennsylvania Avenue, NW

Washington DC 20220
Attention: Under Secretary for Domestic Finance

-12-
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with a copy to:

United States Department of the Treasury
1500 Pennsylvania Avenue, NW
Washington DC 20220

Attention: General Counsel

If to Conservator:

Federal Housing Finance Authority
1700 G Street, NW

4th Floor

Washington, DC 20552

Attention: General Counsel

All notices and other communications provided for herein shall be in writing and shall be deliv-
ered by hand or overnight courier service, mailed by certified or registered mail. All notices
hereunder shall be effective upon receipt.

6.6. Disclaimer of Guarantee. This Agreement and the Commitment are not intended to and
shall not be deemed to constitute a guarantee by Purchaser or any other agency or instrumentality
of the United States of the payment or performance of any debt security or any other obligation,
indebtedness or liability of Seller of any kind or character whatsoever.

6.7. Effect of Order; Injunction; Decree. If any order, injunction or decree is issued by any
court of competent jurisdiction that vacates, modifies, amends, conditions, enjoins, stays or oth-
erwise affects the appointment of Conservator as conservator of Seller or otherwise curtails Con-
servator’s powers as such conservator (except in each case any order converting the conservator-
ship to a receivership under Section 1367(a) of the FHE Act), Purchaser may by written notice to
Conservator and Seller declare this Agreement null and void, whereupon all transfers hereunder
(including the issuance of the Senior Preferred Stock and the Warrant and any funding of the
Commitment) shall be rescinded and unwound and all obligations of the parties (other than to
effectuate such rescission and unwind) shall immediately and automatically terminate.

6.8. Business Day. To the extent that any deadline or date of performance of any right or ob-
ligation set forth herein shall fall on a day other than a Business Day, then such deadline or date
of performance shall automatically be extended to the next succeeding Business Day.

6.9. Entire Agreement. This Agreement, together with the Senior Preferred Stock and War-
rant, contains the entire agreement between the parties hereto with respect to the transactions
contemplated hereby and supersedes and cancels all prior agreements, including, but not limited
to, all proposals, term sheets, statements, letters of intent or representations, written or oral, with
respect thereto.

6.10. Remedies. In the event of a breach by Seller of any covenant or representation of Seller
set forth herein, Purchaser shall be entitled to specific performance (in the case of a breach of
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covenant), damages and such other remedies as may be available at law or in equity; provided,
that Purchaser shall not have the right to terminate the Commitment solely as a result of any such
breach, and compliance with the covenants and the accuracy of the representations set forth in
this Agreement shall not be conditions to funding the Commitment.

6.11. Tax Reporting. Neither Seller nor Conservator shall take, or shall permit any of their
respective successors or assigns to take, a position for any tax, accounting or other purpose that
is inconsistent with Internal Revenue Service Notice 2008-76 (or the regulations to be issued
pursuant to such Notice) regarding the application of Section 382 of the Internal Revenue Code
of 1986, as amended, a copy of which Notice has been provided to Seller in connection with the
execution of this Agreement.

6.12. Non-Severability. Each of the provisions of this Agreement is integrated with and inte-
gral to the whole and shall not be severable from the remainder of the Agreement. In the event
that any provision of this Agreement, the Senior Preferred Stock or the Warrant is determined to
be illegal or unenforceable, then Purchaser may, in its sole discretion, by written notice to Con-
servator and Seller, declare this Agreement null and void, whereupon all transfers hereunder (in-
cluding the issuance of the Senior Preferred Stock and the Warrant and any funding of the Com-
mitment) shall be rescinded and unwound and all obligations of the parties (other than to effectu-
ate such rescission and unwind) shall immediately and automatically terminate.

[Signature Page Follows]
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EXHIBIT G
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AMENDMENT TO AMENDED AND RESTATED
SENIOR PREFERRED STOCK PURCHASE AGREEMENT

AMENDMENT dated as of May 6, 2009, to the AMENDED AND RESTATED
SENIOR PREFERRED STOCK PURCHASE AGREEMENT dated as of September 26, 2008,
between the UNITED STATES DEPARTMENT OF THE TREASURY (“Purchaser”), and
FEDERAL NATIONAL MORTGAGE ASSOCIATION (“Seller”), acting through the Federal
Housing Finance Agency (the ““Agency”) as its duly appointed conservator (the Agency in such
capacity, “Conservator”).

Background

A. Purchaser and Seller have heretofore entered into the Amended and Restated Senior
Preferred Stock Purchase Agreement dated as of September 26, 2008 (the “Amended and

Restated Agreement”).

B. Inthe Amended and Restated Agreement, Purchaser committed itself to provide to
Seller, on the terms and conditions provided in the Amended and Restated Agreement,
immediately available funds in an amount as determined from time to time as provided in the
Amended and Restated Agreement, but in no event in an aggregate amount exceeding
$100,000,000,000.

C. Purchaser and Seller now desire to enter into an amendment to the Amended and
Restated Agreement for the purpose of increasing to $200,000,000,000 the maximum aggregate
amount permitted to be provided to Seller under the Amended and Restated Agreement, and for
the purpose of amending the terms of the Amended and Restated Agreement in certain other
respects.

D. Purchaser and Seller are each authorized to enter into this Amendment to the
Amended and Restated Agreement (*‘this Amendment”) increasing to $200,000,000,000 the
maximum aggregate amount permitted to be provided to Seller under the Amended and Restated
Agreement, and amending the terms of the Amended and Restated Agreement in certain other

respects.
THEREFORE, for and in consideration of the mutual agreements herein contained and

for other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, Purchaser and Seller agree as follows:

Terms and Conditions
1. efinitions.

Capitalized terms used and not defined in this Amendment shall have the respective
meanings given such terms in the Amended and Restated Agreement.
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2. endment to Section 1 (Relating to Definition of New Defined “Executj
cer”).

Section | of the Amended and Restated Agreement is hereby amended to insert the
following new defined term and corresponding definition after the definition of the term
“Exchange Act”:

“Executive Officer " has the meaning given to such term in Exchange Act
Rule 3b-7, as in effect on the date hereof,

3. Amendment to Section 1 (Relating to Definjtion of “Indebtedness”

The definition of “Indebtedness” in Section 1 of the Amended and Restated Agreement is
hereby amended to read as follows:

“Indebtedness” of any Person means, for purposes of Section 5.5 only,
without duplication, (a) all obligations of such Person for money borrowed by
such Person, (b) all obligations of such Person evidenced by bonds, debentures,
notes or similar instruments, (c) all obligations of such Person under conditional
sale or other title retention agreements relating to property or assets purchased by
such Person, (d) all obligations of such Person issued or assumed as the deferred
purchase price of property or services, other than trade accounts payable, (e) all
Capital Lease Obligations of such Person, (f) obligations, whether contingent or
liquidated, in respect of letters of credit (including standby and commercial),
bankers’ and similar instruments, and (g) any obligation of such Person,
contingent or otherwise, guaranteeing or having the economic effect of
guaranteeing and Indebtedness of the types set forth in clauses (a) through (f)
payable by another Person other than Mortgage Guarantee Obligations (and, for
the avoidance of doubt, without giving effect to any change that may be made
hereafter in respect of Statement of Financial Accounting Standards No. 140 or
any similar accounting standard).

4. Amendment to Section 1 (Relating to Definition of “Maximum Amount™).

The definition of “Maximum Amount” in Section 1 of the Amended and Restated
Agreement is hereby amended to read as follows:

“Maximum Amount” means, as of any date of determination,
$200,000,000,000 (two hundred billion dollars), less the aggregate amount of
funding under the Commitment prior to such date.

s. Amendment to Section 2.1 (Relating to the Commitment).

Section 2.1 of the Amended and Restated Agreement is hereby amended to read as
follows:

2.1 Commitment. Purchaser hereby commits to provide to Seller, on the
terms and conditions set forth herein, immediately available funds in an amount
up to but not in excess of the Available Amount, as determined from time to time
(the “Commitment”); provided, that in no event shall the aggregate amount
funded under the Commitment exceed $200,000,000,000 (two hundred billion
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dollars). The liquidation preference of Senior Preferred Stock shall increase in
connection with draws on the Commitment, as set forth in Section 3.3 below.

6. Amendmept to Section 2.5 (Relating to Termination of Purchaser’s Obligations).

Section 2.5 of the Amended and Restated Agreement is hereby amended to read as
follows:

2.5 Termination of Purchaser's Obligations. Subject to earlier
termination pursuant to Section 6.7, all of Purchaser’s obligations under and in
respect of the Commitment shall terminate upon the earliest of: (a) if the
Liquidation End Date shall have occurred, (i) the payment in full of Purchaser’s
obligations with respect to any valid request for funds pursuant to Section 2.4 or
(i) if there is no Deficiency Amount on the Liquidation End Date or if no such
request pursuant to Section 2.4 has beer made, the close of business on the 15th
Business Day following the determination of the Deficiency Amount, if any, as of
the Liquidation End Date; (b) the payment in full of, defeasance of or other
reasonable provision for all liabilities of Seller, whether or not contingent,
including payment of any amounts that may become payable on, or expiry of or
other provision for, all Mortgage Guarantee Obligations and provision for
unmatured debts; and (c) the funding by Purchaser under the Commitment of an
aggregate of $200,000,000,000 (two hundred billion dollars). For avoidance of
doubt, the Commitment shall not be terminable by Purchaser solely by reason of
(i) the conservatorship, receivership or other insolvency proceeding of Seller or
(i1) 'tjhe Seller’s financial condition or any adverse change in Seller’s financial
condition.

7. Amendment to Section 5.5 (Relating to Indebtedness).

Section 5.5 of the Amended and Restated Agreement is hereby amended to read as
follows:

5.5. Indebtedness. Seller shall not, and shall not permit any of its
subsidiaries to, in each case without the prior written consent of Purchaser, incur,
assume or otherwise become liable for (a) any Indebtedness if, after giving effect
to the incurrence thereof, the aggregate Indebtedness of Seller and its subsidiaries
on a consolidated basis would exceed (i) through and including December 30,
2010, 120.0% of the amount of Mortgage Assets Seller is permitted by
Section 5.7 to own on December 31, 2009; and (ii) beginning on December 31,
2010, and through and including December 30, 2011, and each year thereafter,
120.0% of the amount of Mortgage Assets Seller is permitted by Section 5.7 to
own on December 31 of the immediately preceding calendar year, or (b) any
Indebtedness if such Indebtedness is subordinated by its terms to any other
Indebtedness of Seller or the applicable subsidiary. For purposes of this covenant
the acquisition of a subsidiary with Indebtedness will be deemed to be the
incurrence of such Indebtedness at the time of such acquisition.
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8. Amendment to Section 5.7 (Relating to Owned M e Assets).

Section 5.7 of the Amended and Restated Agreement is hereby amended to read as
follows:

5.7. Mortgage Assets. Seller shall not own, as of any applicable date,
Mortgage Assets in excess of (i) on December 31, 2009, $900 billion, or (ii) on
December 31 of each year thereafter, 90.0% of the aggregate amount of Mortgage
Assets of Seller as of December 31 of the immediately preceding calendar year;
provided, that in no event shall Seller be required under this Section 5.7 to own
less than $250 billion in Mortgage Assets.

9, Amendment to Section 5.10 (Relating to Executive Compensation).

Section 5.10 of the Amended and Restated Agreement is hereby amended to read as
follows:

5.10. Executive Compensation. Seller shall not, without the consent of
the Director, in consultation with the Secretary of the Treasury, enter into any
new compensation arrangements with, or increase amounts or benefits payable
under existing compensation arrangements of, any Named Executive Officer or
other Executive Officer of Seller.

10. Amended and Restated Agreement to Continue, as Amended.

Except as expressly modified by this Amendment, the Amended and Restated Agreement
shall continue in full force and effect.

11, Effective Date.

This Amendment shall not become effective until it has been executed by both of
Purchaser and Seller. When this Amendment has been so executed, it shall become effective as
of the date first above written.
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FEDERAL NATIONAL MORTGAGE
ASSOCIATION, by

Federal Housing Finance Agency,
its Conservator

/Jams B. Lockhart III

Director

UNITED STATES DEPARTMENT

5

Timoth¥¥. Geithner
Secretary of the Treasury

-
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EXHIBIT H
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AMENDMENT TO AMENDED AND RESTATED
SENIOR PREFERRED STOCK PURCHASE AGREEMENT

AMENDMENT dated as of May 6, 2009, to the AMENDED AND RESTATED
SENIOR PREFERRED STOCK PURCHASE AGREEMENT dated as of September 26, 2008,
between the UNITED STATES DEPARTMENT OF THE TREASURY (*Purchaser”), and
FEDERAL HOME LOAN MORTGAGE CORPORATION (“Seller’), acting through the
Federal Housing Finance Agency (the “Agency”) as its duly appointed conservator (the Agency
in such capacity, “Conservator™).

Background

A. Purchaser and Seller have heretofore entered into the Amended and Restated Senior
Preferred Stock Purc’%ase Agreement dated as of September 26, 2008 (the “Amended and
Restated Agreement”).

B. Inthe Amended and Restated Agreement, Purchaser committed itself to provide to
Seller, on the terms and conditions provided in the Amended and Restated Agreement,
immediately available funds in an amount as determined from time to time as provided in the
g\rgeonggg ggg gggtnted Agreement, but in no event in an aggregate amount exceeding
1 ¥ ’ L] .

C. Purchaser and Seller now desire to enter into an amendment to the Amended and
Restated Agreement for the purpose of increasing to $200,000,000,000 the maximum aggre
amount permitted to be provided to Seller under the Amended and Restated Agreement, and for
the purpose of amending the terms of the Amended and Restated Agreement in certain other

respects.

D. Purchaser and Seller are each authorized to enter into this Amendment to the
Amended and Restated Agreement (“this Amendment”) increasing to $200,000,000,000 the
maximum aggregate amount permitted to be provided to Seller under the Amended and Restated
Agreement, and amending the terms of the Amended and Restated Agreement in certain other

respects.

THEREFORE, for and in consideration of the mutual agreements herein contained and
for other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, Purchaser and Seller agree as follows:

Terms and Conditions

1. Definitions.

Capitalized terms used and not defined in this Amendment shall have the respective
meanings given such terms in the Amended and Restated Agreement.
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Section 1 of the Amended and Restated Agreement is hereby amended to insert the
following new defined term and corresponding definition after the definition of the term
“Exchange Act™:

“Executive Officer " has the meaning given to such term in Exchange Act
Rule 3b-7, as in effect on the date hereof.

3. Amendment to 0 Definition of “ edness™).
The definition of “Indebtedness” in Section 1 of the Amended and Restated Agreement is
hereby amended to read as follows:

“Indebredness" of any Person means, for purposes of Section 5.5 only,
without duplication, (a) all obligations of such Person for money borrowed by
such Person, (b) all obligations of such Person evidenced by bonds, debentures,
notes or similar instruments, (c) all obligations of such Person under conditional
sale or other title retention agreements relating to property or assets purchased by
such Person, (d) all obligations of such Person issued or assumed as the deferred

price of property or services, other than trade accounts payable, (¢) all
Capital Lease Obligations of such Person, (f) obligations, whether contingent or
hquzdated in respect of letters of credit (including standby and commercial),
bankers’ and similar instruments, and (g) any obligation of such' Person,
contingent or otherwise, guaranteeing or having the economic effect of
guaranteeing and Indebtedness of the types set forth in clauses (a) through (f)
payable by another Person other than Mortgage Guarantee Obligations (and, for
the avoidance of doubt, without giving effect to any change that may be made
hereafter in respect of Statement of Financial Accounting Standards No. 140 or
any similar accounting standard).

4, Amendment to Sectio lati Definition of “Maximi ount”),

The definition of “Maximum Amount” in Section | of the Amended and Restated
Agreement is hereby amended to read as follows:

“Maximum Amount” means, as of any date of determination,
$200,000,000,000 (two hundred billion dollars), less the aggregate amount of
funding under the Commitment prior to such date.

5. Amendment to Section 2.1 (Relating to the Commitment).

- Section 2.1 of the Amended and Restated Agreement is hereby amended to read as
ollows:

2.1 Commitment. Purchaser hereby commits to provide to Seller, on the
terms and conditions set forth herein, immediately available funds in an amount
up to but not in excess of the Available Amount, as determined from time to time

“Commitment”); provided, that in no event shall the aggregate amount
funded under the Commitment exceed $200,000,000,000 (two hundred billion
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dollars). The liquidation preference of Senior Preferred Stock shall increase in
connection with draws on the Commitment, as set forth in Section 3.3 below.

2.5 Termination of Purchaser's Obligations. Subject to earlier
termination pursuant to Section 6.7, all of Purchaser’s obligations under and in
respect of the Commitment shall terminate upon the earliest of: () if the
Li?‘uidation End Date shall have occurred, (i) the payment in full of Purchaser’s
obligations with respect to any valid request for funds pursuant to Section 2.4 or
(ii) if there is no Deficiency Amount on the Liquidation End Date or if no such
request pursuant to Section 2.4 has been made, the close of business on the 15th
Business Day following the determination of the Deficiency Amount, if any, as of
the Liquidation End Date; (b) the payment in full of, defeasance of or other
reasonable provision for all liabilities of Seller, whether or not contingent,
including payment of any amounts that may become payable on, or expiry of or
other provision for, all Mortgage Guarantee Obligations and provision for
unmatured debts; and (c) the funding by Purchaser under the Commitment of an
aggregate of $200,000,000,000 (two hundred billion dollars). For avoidance of
doubt, the Commitment shall nor be terminable by Purchaser solely by reason of
(i) the conservatorship, receivership or other insolvency proceeding of Seller or
(ii) the Seller’s financial condition or any adverse change in Seller’s financial

condition.
4 Amendment to Section 5.5 (Relating to Indebtedness).

Section 5.5 of the Amended and Restated Agreement is hereby amended to read as
follows:

5.5. Indebtedness. Seller shall not, and shall not permit any of its
subsidiaries to, in each case without the prior written consent of Purchaser, incur,
assume or otherwise become liable for (a) any Indebtedness if, after giving effect
to the incurrence thereof, the aggregate Indebtedness of Seller and its subsidiaries
on a consolidated basis would exceed (i) through and including December 30,
2010, 120.0% of the amount of Mortgage Assets Seller is permitted by
Section 5.7 to own on December 31, 2009; and (ii) beginning on December 31,
2010, and through and including December 30, 2011, and each year thereafter,
120.0% of the amount of Mortgage Assets Seller is permitted by Section 5.7 to
own on December 31 of the immediately preceding calendar year, or (b) any
Indebtedness if such Indebtedness is subordinated by its terms to any other
Indebtedness of Seller or the applicable subsidiary. For purposes of this covenant
the acquisition of a subsidiary with Indebtedness will be deemed to be the
incurrence of such Indebtedness at the time of such acquisition.
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8. Amendment tion 5.7 ing to Owned Mortga )

Section 5.7 of the Amended and Restated Agreement is hereby amended to read as
follows:

5.7. Morigage Assets. Seller shall not own, as of any applicable date,
Mortgage Assets in excess of (i) on December 31, 2009, $900 billion, or (ii) on
December 31 of each year thereafter, 90.0% of the aggregate amount of Mortgage
Assets of Seller as of December 31 of the immediately preceding calendar year;
provided, that in no event shall Seller be required under this Settion 5.7 to own
less than $250 billion in Mortgage Assets,

9, Ame t to Section 5.10 {Relati Execu Compensation).

Section 5.10 of the Amended and Restated Agreement is hereby amended to read as
follows:

5.10. Executive Compensation. Seller shall not, without the consent of
the Director, in consultation with the Secretary of the Treasury, enter into an
new compensation arrangements with, or increase amounts or benefits payable
under existing compensation arrangements of, any Named Executive Officer or
other Executive Officer of Seller.

10. Amended and Restated Agreement to Continue, as Amended.

Except as expressly modified by this Amendment, the Amended and Restated Agreement
shall continue in full force and effect.

11.  Effective Date.

This Amendment shall not become effective until it has been executed by both of
Purchaser and Seller. When this Amendment has been so executed, it shall become effective as
of the date first above written.
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FEDERAL HOME LOAN MORTGAGE
CORPORATION, by

Federal Housing Finance Agency,
its Conservator ey

UNITED STATES DEPARTMENT
OF THE TREASURY

Timothy F. :.

Secretary of the Treasury
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EXHIBIT I
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SECOND AMENDMENT TO AMENDED AND RESTATED
SENIOR PREFERRED STOCK PURCHASE AGREEMENT

SECOND AMENDMENT dated as of December 24, 2009, to the AMENDED AND
RESTATED SENIOR PREFERRED STOCK PURCHASE AGREEMENT dated as of
September 26, 2008, between the UNITED STATES DEPARTMENT OF THE TREASURY
(“Purchaser”), and FEDERAL NATIONAL MORTGAGE ASSOCIATION (“Seller”), acting
through the Federal Housing Finance Agency (the “Agency”) as its duly appointed conservator
(the Agency in such capacity, “Conservator”).

Background

A. Purchaser and Seller have heretofore entered into the Amended and Restated Senior
Preferred Stock Purchase Agreement dated as of September 26, 2008 (the “Amended and
Restated Agreement”).

B. Inthe Amended and Restated Agreement, Purchaser committed itself to provide to
Seller, on the terms and conditions provided in the Amended and Restated Agreement,
immediately available funds in an amount as determined from time to time as provided in the
Amended and Restated Agreement, but in no event in an aggregate amount exceeding
$100,000,000,000.

C. Purchaser and Seller have heretofore entered into the Amendment dated as of May 6,
2009, to the Amended and Restated Agreement (the “First Amendment”).

D. Inthe First Amendment, Purchaser increased to $200,000,000,000 the maximum
aggregate amount permitted to be provided to Seller under the Amended and Restated
Agreement, and amended the terms of the Amended and Restated Agreement in certain other
respects.

E. Purchaser and Seller are each authorized to enter into this Second Amendment to the
Amended and Restated Agreement (“this Second Amendment”) (i) modifying the Treasury’s
funding commitment to Seller to provide it with additional funding in amounts not to exceed the
new formulaic maximum amount specified herein, and (ii) amending the terms of the Amended
and Restated Agreement, as previously amended, in certain other respects.

THEREFORE, for and in consideration of the mutual agreements herein contained and
for other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, Purchaser and Seller agree as follows:
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Terms and Conditions

1. Definitions.

Capitalized terms used and not defined in this Amendment shall have the respective
meanings given such terms in the Amended and Restated Agreement, as amended by the First
Amendment (the Amended and Restated Agreement, as amended by the First Amendment, being
the “Existing Agreement”).

2. Amendment to Section 1 (Relating to Definition of “Indebtedness”).

The definition of “Indebtedness” in Section 1 of the Existing Agreement is hereby
amended to read as follows:

“Indebtedness’’ of any Person means, for purposes of Section 5.5 only,
without duplication, (a) all obligations of such Person for money borrowed by
such Person, (b) all obligations of such Person evidenced by bonds, debentures,
notes or similar instruments, (c) all obligations of such Person under conditional
sale or other title retention agreements relating to property or assets purchased by
such Person, (d) all obligations of such Person issued or assumed as the deferred
purchase price of property or services, other than trade accounts payable, (¢) all
Capital Lease Obligations of such Person, (f) obligations, whether contingent or
liquidated, in respect of letters of credit (including standby and commercial),
bankers’ and similar instruments, and (g) any obligation of such Person,
contingent or otherwise, guaranteeing or having the economic effect of
guaranteeing and Indebtedness of the types set forth in clauses (a) through (f)
payable by another Person other than Mortgage Guarantee Obligations (and, for
the avoidance of doubt, without giving effect to any change that may be made
hereafter in respect of Statement of Financial Accounting Standards No. 140, 166,
or 167, or any similar accounting standard). Indebtedness balances or amounts
shall be measured at par value for purposes of Section 5.5 only.

3. Amendment to Section 1 (Relating to Definition of “Maximum Amount”).

The definition of “Maximum Amount” in Section 1 of the Existing Agreement is hereby
amended to read as follows:

“Maximum Amount” means, as of any date of determination, the greater of
(a) $200,000,000,000 (two hundred billion dollars), or (b) $200,000,000,000 plus
the cumulative total of Deficiency Amounts determined for calendar quarters in
calendar years 2010, 2011, and 2012, less any Surplus Amount determined as of
December 31, 2012, and in the case of either (a) or (b), less the aggregate amount
of funding under the Commitment prior to such date.

4. Amendment to Section 1 (Relating to Definition of “Mortgage Assets™).

The definition of “Mortgage Assets” in Section 1 of the Existing Agreement is hereby
amended to read as follows:

“Mortgage Assets” of any Person means assets of such Person consisting
of mortgages, mortgage loans, mortgage-related securities, participation
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certificates, mortgage-backed commercial paper, obligations of real estate
mortgage investment conduits and similar assets, in each case to the extent such
assets would appear on the balance sheet of such Person in accordance with
GAAP as in effect as of the date hereof (and, for the avoidance of doubt, without
giving effect to any change that may be made hereafter in respect of Statement of
Financial Accounting Standards No. 140, 166, or 167, or any similar accounting
standard). Mortgage Asset balances or amounts shall be measured at unpaid
principal balance for purposes of Section 5.7 only.

5. Amendment to Section 1 (Adding Definition for New Defined Term “Surplus

Amount”).

Section 1 of the Existing Agreement is hereby amended by inserting after the definition
of the term “Senior Preferred Stock” the following:

“Surplus Amount” means, as of the date of determination, the amount if
any by which (a) the total assets of Seller (such assets excluding the Commitment
and any unfunded amounts thereof) exceed (b) the total liabilities of Seller, in
each case as reflected on the balance sheet of Seller as of the applicable date set
forth in the Agreement, prepared in accordance with GAAP.

6. Amendment to Section 2.1 (Relating to the Commitment).

Section 2.1 of the Existing Agreement is hereby amended to read as follows:

2.1 Commitment. Purchaser hereby commits to provide to Seller, on the
terms and conditions set forth herein, immediately available funds in an amount
up to but not in excess of the Available Amount, as determined from time to time
(the “Commitment”); provided, that in no event shall the aggregate amount
funded under the Commitment exceed the greater of (a) $200,000,000,000 (two
hundred billion dollars), or (b) $200,000,000,000 plus the cumulative total of
Deficiency Amounts determined for calendar quarters in calendar years 2010,
2011, and 2012, less any Surplus Amount determined as of December 31, 2012.
The liquidation preference of Senior Preferred Stock shall increase in connection
with draws on the Commitment, as set forth in Section 3.3 below.

7. Amendment to Section 2.5 (Relating to Termination of Purchaser’s Obligations).

Section 2.5 of the Existing Agreement is hereby amended to read as follows:

2.5 Termination of Purchaser’s Obligations. Subject to earlier
termination pursuant to Section 6.7, all of Purchaser’s obligations under and in
respect of the Commitment shall terminate upon the earliest of: (a) if the
Liquidation End Date shall have occurred, (i) the payment in full of Purchaser’s
obligations with respect to any valid request for funds pursuant to Section 2.4 or
(ii) if there is no Deficiency Amount on the Liquidation End Date or if no such
request pursuant to Section 2.4 has been made, the close of business on the 15th
Business Day following the determination of the Deficiency Amount, if any, as of
the Liquidation End Date; (b) the payment in full of, defeasance of or other
reasonable provision for all liabilities of Seller, whether or not contingent,
including payment of any amounts that may become payable on, or expiry of or
other provision for, all Mortgage Guarantee Obligations and provision for

o B
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unmatured debts; and (c) the funding by Purchaser under the Commitment of an
aggregate equal to the greater of (a) $200,000,000,000 (two hundred billion
dollars), or (b) $200,000,000,000 plus the cumulative total of Deficiency
Amounts determined for calendar quarters in calendar years 2010, 2011, and
2012, less any Surplus Amount determined as of December 31, 2012. For
avoidance of doubt, the Commitment shall not be terminable by Purchaser solely
by reason of (i) the conservatorship, receivership or other insolvency proceeding
of Seller or (ii) the Seller’s financial condition or any adverse change in Seller’s
financial condition.

8. Amendment to Section 3.2 (Relating to Periodic Commitment Fee).

Section 3.2 of the Existing Agreement is hereby amended to read as follows:

3.2. Periodic Commitment Fee. (a) Commencing March 31, 2011, Seller shall pay
to Purchaser quarterly, on the last day of March, June, September and December of each
calendar year (each a “Periodic Fee Date”), a periodic commitment fee (the “Periodic
Commitment Fee). The Periodic Commitment Fee shall accrue from January 1, 2011.

(b) The Periodic Commitment Fee is intended to fully compensate Purchaser for
the support provided by the ongoing Commitment following December 31, 2010. The
amount of the Periodic Commitment Fee shall be set not later than December 31, 2010
with respect to the ensuing five-year period, shall be reset every five years thereafter and
shall be determined with reference to the market value of the Commitment as then in
effect. The amount of the Periodic Commitment Fee shall be mutually agreed by
Purchaser and Seller, subject to their reasonable discretion and in consultation with the
Chairman of the Federal Reserve; provided, that Purchaser may waive the Periodic
Commitment Fee for up to one year at a time, in its sole discretion, based on adverse
conditions in the United States mortgage market.

(c) At the election of Seller, the Periodic Commitment Fee may be paid in cash or
by adding the amount thereof ratably to the liquidation preference of each outstanding
share of Senior Preferred Stock so that the aggregate liquidation preference of all such
outstanding shares of Senior Preferred Stock is increased by an amount equal to the
Periodic Commitment Fee. Seller shall deliver notice of such election not later than three
(3) Business Days prior to each Periodic Fee Date. If the Periodic Commitment Fee is not
paid in cash by 12:00 pm (New York time) on the applicable Periodic Fee Date
(irrespective of Seller’s election pursuant to this subsection), Seller shall be deemed to
have elected to pay the Periodic Commitment Fee by adding the amount thereof to the
liquidation preference of the Senior Preferred Stock, and the aggregate liquidation
preference of the outstanding shares of Senior Preferred Stock shall thereupon be
automatically increased, in the manner contemplated by the first sentence of this section,
by an aggregate amount equal to the Periodic Commitment Fee then due.

9. Amendment to Section 5.7 (Relating to Owned Mortgage Assets).

Section 5.7 of the Existing Agreement is hereby amended to read as follows:

5.7. Mortgage Assets. Seller shall not own, as of any applicable date,
Mortgage Assets in excess of (i) on December 31, 2009, $900 billion, or (ii) on
December 31 of each year thereafter, 90.0% of the aggregate amount of Mortgage
Assets that Seller was permitted to own as of December 31 of the immediately
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preceding calendar year; provided, that in no event shall Seller be required under
this Section 5.7 to own less than $250 billion in Mortgage Assets.

10. Existing Agreement to Continue, as Amended.

Except as expressly modified by this Second Amendment, the Existing Agreement shall
continue in full force and effect.

11. Effective Date.

This Second Amendment shall not become effective until it has been executed by both of
Purchaser and Seller. When this Second Amendment has been so executed, it shall become
effective as of the date first above written.
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FEDERAL NATIONAL MORTGAGE
ASSOCIATION, by

Federal Housing Finance Agency,
its Conservator

Edward J. De)vpdrco
Acting Directo

UNITED STATES DEPARTMENT
OF THE TREASURY
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EXHIBIT J
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SECOND AMENDMENT TO AMENDED AND RESTATED
SENIOR PREFERRED STOCK PURCHASE AGREEMENT

SECOND AMENDMENT dated as of December 24, 2009, to the AMENDED AND
RESTATED SENIOR PREFERRED STOCK PURCHASE AGREEMENT dated as of
September 26, 2008, between the UNITED STATES DEPARTMENT OF THE TREASURY
(“Purchaser”), and FEDERAL HOME LOAN MORTGAGE CORPORATION (“Seller”), acting
through the Federal Housing Finance Agency (the “Agency”) as its duly appointed conservator
(the Agency in such capacity, “Conservator™).

Background

A. Purchaser and Seller have heretofore entered into the Amended and Restated Senior
Preferred Stock Purchase Agreement dated as of September 26, 2008 (the “Amended and
Restated Agreement”).

B. Inthe Amended and Restated Agreement, Purchaser committed itself to provide to
Seller, on the terms and conditions provided in the Amended and Restated Agreement,
immediately available funds in an amount as determined from time to time as provided in the
Amended and Restated Agreement, but in no event in an aggregate amount exceeding
$100,000,000,000.

C. Purchaser and Seller have heretofore entered into the Amendment dated as of May 6,
2009, to the Amended and Restated Agreement (the “First Amendment”).

D. Inthe First Amendment, Purchaser increased to $200,000,000,000 the maximum
aggregate amount permitted to be provided to Seller under the Amended and Restated
Agreement, and amended the terms of the Amended and Restated Agreement in certain other
respects.

E. Purchaser and Seller are each authorized to enter into this Second Amendment to the
Amended and Restated Agreement (“this Second Amendment”) (i) modifying the Treasury’s
funding commitment to Seller to provide it with additional funding in amounts not to exceed the
new formulaic maximum amount specified herein, and (ii) amending the terms of the Amended
and Restated Agreement, as previously amended, in certain other respects.

THEREFORE, for and in consideration of the mutual agreements herein contained and
for other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, Purchaser and Seller agree as follows:
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Terms and Conditions

1. Definitions.

Capitalized terms used and not defined in this Amendment shall have the respective
meanings given such terms in the Amended and Restated Agreement, as amended by the First
Amendment (the Amended and Restated Agreement, as amended by the First Amendment, being
the “Existing Agreement”).

2, Amendment to Section 1 (Relating to Definition of “Indebtedness”).

The definition of “Indebtedness” in Section 1 of the Existing Agreement is hereby
amended to read as follows:

“Indebtedness” of any Person means, for purposes of Section 5.5 only,
without duplication, (a) all obligations of such Person for money borrowed by
such Person, (b) all obligations of such Person evidenced by bonds, debentures,
notes or similar instruments, (c) all obligations of such Person under conditional
sale or other title retention agreements relating to property or assets purchased by
such Person, (d) all obligations of such Person issued or assumed as the deferred
purchase price of property or services, other than trade accounts payable, (e) all
Capital Lease Obligations of such Person, (f) obligations, whether contingent or
liquidated, in respect of letters of credit (including standby and commercial),
bankers’ and similar instruments, and (g) any obligation of such Person,
contingent or otherwise, guaranteeing or having the economic effect of
guaranteeing and Indebtedness of the types set forth in clauses (a) through (f)
payable by another Person other than Mortgage Guarantee Obligations (and, for
the avoidance of doubt, without giving effect to any change that may be made
hereafter in respect of Statement of Financial Accounting Standards No. 140, 166,
or 167, or any similar accounting standard). Indebtedness balances or amounts
shall be measured at par value for purposes of Section 5.5 only.

3. Amendment to Section 1 (Relating to Definition of “Maximum Amount”).

The definition of “Maximum Amount” in Section 1 of the Existing Agreement is hereby
amended to read as follows:

“Maximum Amount” means, as of any date of determination, the greater of
(a) $200,000,000,000 (two hundred billion dollars), or (b) $200,000,000,000 plus
the cumulative total of Deficiency Amounts determined for calendar quarters in
calendar years 2010, 2011, and 2012, less any Surplus Amount determined as of
December 31, 2012, and in the case of either (a) or (b), less the aggregate amount
of funding under the Commitment prior to such date.

4. Amendment to Section 1 (Relating to Definition of “Mortgage Assets™).

The definition of “Mortgage Assets” in Section 1 of the Existing Agreement is hereby
amended to read as follows:

“Mortgage Assets” of any Person means assets of such Person consisting
of mortgages, mortgage loans, mortgage-related securities, participation
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certificates, mortgage-backed commercial paper, obligations of real estate
mortgage investment conduits and similar assets, in each case to the extent such
assets would appear on the balance sheet of such Person in accordance with
GAAP as in effect as of the date hereof (and, for the avoidance of doubt, without
giving effect to any change that may be made hereafter in respect of Statement of
Financial Accounting Standards No. 140, 166, or 167, or any similar accounting
standard). Mortgage Asset balances or amounts shall be measured at unpaid
principal balance for purposes of Section 5.7 only.

S. Amendment to Section 1 (Adding Definition for New Defined Term “Surplus

Amount”).

Section 1 of the Existing Agreement is hereby amended by inserting after the definition
of the term “Senior Preferred Stock” the following:

“Surplus Amount” means, as of the date of determination, the amount if
any by which (a) the total assets of Seller (such assets excluding the Commitment
and any unfunded amounts thereof) exceed (b) the total liabilities of Seller, in
each case as reflected on the balance sheet of Seller as of the applicable date set
forth in the Agreement, prepared in accordance with GAAP.

6. Amendment to Section 2.1 (Relating to the Commitment).

Section 2.1 of the Existing Agreement is hereby amended to read as follows:

2.1 Commitment. Purchaser hereby commits to provide to Seller, on the
terms and conditions set forth herein, immediately available funds in an amount
up to but not in excess of the Available Amount, as determined from time to time
(the “Commitment”); provided, that in no event shall the aggregate amount
funded under the Commitment exceed the greater of (a) $200,000,000,000 (two
hundred billion dollars), or (b) $200,000,000,000 plus the cumulative total of
Deficiency Amounts determined for calendar quarters in calendar years 2010,
2011, and 2012, less any Surplus Amount determined as of December 31, 2012.
The liquidation preference of Senior Preferred Stock shall increase in connection
with draws on the Commitment, as set forth in Section 3.3 below.

7. Amendment to Section 2.5 (Relating to Termination of Purchaser’s Obligations).

Section 2.5 of the Existing Agreement is hereby amended to read as follows:

2.5 Termination of Purchaser’s Obligations. Subject to earlier
termination pursuant to Section 6.7, all of Purchaser’s obligations under and in
respect of the Commitment shall terminate upon the earliest of: (a) if the
Liquidation End Date shall have occurred, (i) the payment in full of Purchaser’s
obligations with respect to any valid request for funds pursuant to Section 2.4 or
(ii) if there is no Deficiency Amount on the Liquidation End Date or if no such
request pursuant to Section 2.4 has been made, the close of business on the 15th
Business Day following the determination of the Deficiency Amount, if any, as of
the Liquidation End Date; (b) the payment in full of, defeasance of or other
reasonable provision for all liabilities of Seller, whether or not contingent,
including payment of any amounts that may become payable on, or expiry of or
other provision for, all Mortgage Guarantee Obligations and provision for
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unmatured debts; and (c) the funding by Purchaser under the Commitment of an
aggregate equal to the greater of (a) $200,000,000,000 (two hundred billion
dollars), or (b) $200,000,000,000 plus the cumulative total of Deficiency
Amounts determined for calendar quarters in calendar years 2010, 2011, and
2012, less any Surplus Amount determined as of December 31, 2012. For
avoidance of doubt, the Commitment shall not be terminable by Purchaser solely
by reason of (i) the conservatorship, receivership or other insolvency proceeding
of Seller or (ii) the Seller’s financial condition or any adverse change in Seller’s
financial condition.

8. Amendment to Section 3.2 (Relating to Periodic Commitment Fee).

Section 3.2 of the Existing Agreement is hereby amended to read as follows:

3.2. Periodic Commitment Fee. (a) Commencing March 31, 2011, Seller shall pay
to Purchaser quarterly, on the last day of March, June, September and December of each
calendar year (each a ‘“Periodic Fee Date”), a periodic commitment fee (the “Periodic
Commitment Fee”). The Periodic Commitment Fee shall accrue from January 1, 2011.

(b) The Periodic Commitment Fee is intended to fully compensate Purchaser for
the support provided by the ongoing Commitment following December 31, 2010. The
amount of the Periodic Commitment Fee shall be set not later than December 31, 2010
with respect to the ensuing five-year period, shall be reset every five years thereafter and
shall be determined with reference to the market value of the Commitment as then in
effect. The amount of the Periodic Commitment Fee shall be mutually agreed by
Purchaser and Seller, subject to their reasonable discretion and in consultation with the
Chairman of the Federal Reserve; provided, that Purchaser may waive the Periodic
Commitment Fee for up to one year at a time, in its sole discretion, based on adverse
conditions in the United States mortgage market.

(c) At the election of Seller, the Periodic Commitment Fee may be paid in cash or
by adding the amount thereofratably to the liquidation preference of each outstanding
share of Senior Preferred Stock so that the aggregate liquidation preference of all such
outstanding shares of Senior Preferred Stock is increased by an amount equal to the
Periodic Commitment Fee. Seller shall deliver notice of such election not later than three
(3) Business Days prior to each Periodic Fee Date. If the Periodic Commitment Fee is not
paid in cash by 12:00 pm (New York time) on the applicable Periodic Fee Date
(irrespective of Seller’s election pursuant to this subsection), Seller shall be deemed to
have elected to pay the Periodic Commitment Fee by adding the amount thereof to the
liquidation preference of the Senior Preferred Stock, and the aggregate liquidation
preference of the outstanding shares of Senior Preferred Stock shall thereupon be
automatically increased, in the manner contemplated by the first sentence of this section,
by an aggregate amount equal to the Periodic Commitment Fee then due.

9. Amendment to Section 5.7 (Relating to Owned Mortgage Assets).

Section 5.7 of the Existing Agreement is hereby amended to read as follows:

5.7. Mortgage Assets. Seller shall not own, as of any applicable date,
Mortgage Assets in excess of (i) on December 31, 2009, $900 billion, or (ii) on
December 31 of each year thereafter, 90.0% of the aggregate amount of Mortgage
Assets that Seller was permitted to own as of December 31 of the immediately
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preceding calendar year; provided, that in no event shall Seller be required under
this Section 5.7 to own less than $250 billion in Mortgage Assets.

10. Existing Agreement to Continue, as Amended.

Except as expressly modified by this Second Amendment, the Existing Agreement shall
continue in full force and effect.

11. Effective Date.

This Second Amendment shall not become effective until it has been executed by both of
Purchaser and Seller. When this Second Amendment has been so executed, it shall become
effective as of the date first above written.
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FEDERAL HOME LOAN MORTGAGE
CORPORATION, by

Federal Housing Finance Agency,
its Conservator

Edward J. DeMar
Acting Director

UNITED STATES DEPARTMENT
OF THE TREASURY

7 Geithner
Secretary of the Treasury
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EXHIBIT K
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THIRD AMENDMENT TO AMENDED AND RESTATED
SENIOR PREFERRED STOCK PURCHASE AGREEMENT

THIRD AMENDMENT dated as of August 17, 2012, to the AMENDED AND
RESTATED SENIOR PREFERRED STOCK PURCHASE AGREEMENT dated as of
September 26, 2008, between the UNITED STATES DEPARTMENT OF THE TREASURY
(“Purchaser”), and FEDERAL NATIONAL MORTGAGE ASSOCIATION (“Seller”), acting
through the Federal Housing Finance Agency (the “Agency”) as its duly appointed conservator
(the Agency in such capacity, “Conservator™).

Background

A. Purchaser and Seller have heretofore entered into the Amended and Restated Senior
Preferred Stock Purchase Agreement dated as of September 26, 2008 (the “Amended and
Restated Agreement”).

B. Inthe Amended and Restated Agreement, Purchaser committed itself to provide to
Seller, on the terms and conditions provided in the Amended and Restated Agreement,
immediately available funds in an amount as determined from time to time as provided in the
Amended and Restated Agreement, but in no event in an aggregate amount exceeding
$100,000,000,000.

C. In consideration for Purchaser’s commitment, Seller agreed to sell, and did sell, to
Purchaser 1,000,000 shares of senior preferred stock, in the form of the Variable Liquidation
Preference Senior Preferred Stock of Seller attached as Exhibit A to the Amended and Restated
Agreement, with an initial liquidation preference equal to $1,000 per share.

D. The Amended and Restated Agreement provides that the aggregate liquidation
preference of the outstanding shares of senior preferred stock shall be automatically increased by
an amount equal to the amount of each draw under Purchaser’s funding commitment, and the
senior preferred stock sold by Seller to Purchaser provides that the senior preferred stock shall
accrue dividends at the annual rate per share equal to 10 percent on the then-current liquidation
preference.

E. Purchaser and Seller have heretofore entered into the Amendment dated as of May 6,
2009, to the Amended and Restated Agreement (the “First Amendment”).

F. Inthe First Amendment, Purchaser increased to $200,000,000,000 the maximum
aggregate amount permitted to be provided to Seller under the Amended and Restated
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Agreement, and amended the terms of the Amended and Restated Agreement in certain other
respects.

G. Purchaser and Seller have heretofore entered into the Second Amendment dated as of
December 24, 2009, to the Amended and Restated Agreement (the “Second Amendment”).

H. Inthe Second Amendment, Purchaser modified the maximum aggregate amount
permitted to be provided to Seller under the Amended and Restated Agreement, as previously
amended, by replacing the fixed maximum aggregate amount with the new formulaic maximum
amount specified therein, and amended the terms of the Amended and Restated Agreement, as
previously amended, in certain other respects.

I. Purchaser and Seller are each authorized to enter into this Third Amendment to the
Amended and Restated Agreement (“this Third Amendment”) that (i) includes an agreement by
Seller to modify the dividend rate provision of the senior preferred stock sold by Seller to
Purchaser, and (ii) amends the terms of the Amended and Restated Agreement, as previously
amended, in certain other respects.

THEREFORE, for and in consideration of the mutual agreements herein contained and
for other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, Purchaser and Seller agree as follows:

Terms and Conditions

1. Definitions.

Capitalized terms used and not defined in this Third Amendment shall have the
respective meanings given such terms in the Amended and Restated Agreement, as amended by
the First Amendment and the Second Amendment (the Amended and Restated Agreement, as
amended by the First Amendment and the Second Amendment, being the “Existing

Agreement”).

2. Amendment to Paragraph 2(a) of Senior Preferred Stock (Relating to Dividend
Payment Dates and Dividend Periods).

With respect to the Certificate of Designation of Terms of Variable Liquidation
Preference Senior Preferred Stock, Series 2008-2, dated September 7, 2008 (the “Senior
Preferred Stock Certificate”), sold by Seller to Purchaser and purchased by Purchaser from
Seller, Seller agrees either to amend the existing paragraph 2(a) of the Senior Preferred Stock
Certificate, or to issue a replacement Senior Preferred Stock Certificate, in either case so that, by
not later than September 30, 2012, paragraph 2(a) reads as follows:
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(a) For each Dividend Period from the date of the initial issuance of the Senior
Preferred Stock through and including December 31, 2012, holders of outstanding shares
of Senior Preferred Stock shall be entitled to receive, ratably, when, as and if declared by
the Board of Directors, in its sole discretion, out of funds legally available therefor,
cumulative cash dividends at the annual rate per share equal to the then-current Dividend
Rate on the then-current Liquidation Preference. For each Dividend Period from
January 1, 2013, holders of outstanding shares of Senior Preferred Stock shall be entitled
to receive, ratably, when, as and if declared by the Board of Directors, in its sole
discretion, out of funds legally available therefor, cumulative cash dividends in an
amount equal to the then-current Dividend Amount. Dividends on the Senior Preferred
Stock shall accrue from but not including the date of the initial issuance of the Senior
Preferred Stock and will be payable in arrears when, as and if declared by the Board of
Directors quarterly on March 31, June 30, September 30 and December 31 of each year
(each, a “Dividend Payment Date”), commencing on December 31, 2008. If a Dividend
Payment Date is not a “Business Day,” the related dividend will be paid not later than the
next Business Day with the same force and effect as though paid on the Dividend
Payment Date, without any increase to account for the period from such Dividend
Payment Date through the date of actual payment. “Business Day” means a day other
than (i) a Saturday or Sunday, (ii) a day on which New York City banks are closed, or
(iii) a day on which the offices of the Company are closed.

If declared, the initial dividend will be for the period from but not including the
date of the initial issuance of the Senior Preferred Stock through and including
December 31, 2008. Except for the initial Dividend Payment Date, the “Dividend
Period” relating to a Dividend Payment Date will be the period from but not including the
preceding Dividend Payment Date through and including the related Dividend Payment
Date. For each Dividend Period from the date of the initial issuance of the Senior
Preferred Stock through and including December 31, 2012, the amount of dividends
payable on the initial Dividend Payment Date or for any Dividend Period through and
including December 31, 2012, that is not a full calendar quarter shall be computed on the
basis of 30-day months, a 360-day year and the actual number of days elapsed in any
period of less than one month. For the avoidance of doubt, for each Dividend Period
from the date of the initial issuance of the Senior Preferred Stock through and including
December 31, 2012, in the event that the Liquidation Preference changes in the middle of
a Dividend Period, the amount of dividends payable on the Dividend Payment Date at the
end of such Dividend Period shall take into account such change in Liquidation
Preference and shall be computed at the Dividend Rate on each Liquidation Preference
based on the portion of the Dividend Period that each Liquidation Preference was in
effect.
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3. Amendment to Paragraph 2(c) of Senior Preferred Stock (Relating to Dividend Rate
and Dividend Amount).

With respect to the Senior Preferred Stock Certificate sold by Seller to Purchaser and
purchased by Purchaser from Seller, Seller agrees either to amend the existing paragraph 2(c) of
the Senior Preferred Stock Certificate, or to issue a replacement Senior Preferred Stock
Certificate, in either case so that, effective September 30, 2012, paragraph 2(c) reads as follows:

(c) For each Dividend Period from the date of the initial issuance of the Senior
Preferred Stock through and including December 31, 2012, “Dividend Rate”” means
10.0%; provided, however, that if at any time the Company shall have for any reason
failed to pay dividends in cash in a timely manner as required by this Certificate, then
immediately following such failure and for all Dividend Periods thereafter until the
Dividend Period following the date on which the Company shall have paid in cash full
cumulative dividends (including any unpaid dividends added to the Liquidation
Preference pursuant to Section 8) the “Dividend Rate” shall mean 12.0%.

For each Dividend Period from January 1, 2013, through and including
December 31, 2017, the “Dividend Amount” for a Dividend Period means the amount, if
any, by which the Net Worth Amount at the end of the immediately preceding fiscal
quarter, less the Applicable Capital Reserve Amount, exceeds zero. For each Dividend
Period from January 1, 2018, the “Dividend Amount” for a Dividend Period means the
amount, if any, by which the Net Worth Amount at the end of the immediately preceding
fiscal quarter exceeds zero. In each case, “Net Worth Amount” means (i) the total assets
of the Company (such assets excluding the Commitment and any unfunded amounts
thereof) as reflected on the balance sheet of the Company as of the applicable date set
forth in this Certificate, prepared in accordance with GAAP, less (ii) the total liabilities of
the Company (such liabilities excluding any obligation in respect of any capital stock of
the Company, including this Certificate), as reflected on the balance sheet of the
Company as of the applicable date set forth in this Certificate, prepared in accordance
with GAAP. “Applicable Capital Reserve Amount” means, as of any date of
determination, for each Dividend Period from January 1, 2013, through and including
December 31, 2013, $3,000,000,000; and for each Dividend Period occurring within each
12-month period thereafter, $3,000,000,000 reduced by an equal amount for each such
12-month period through and including December 31, 2017, so that for each Dividend
Period from January 1, 2018, the Applicable Capital Reserve Amount shall be zero. For
the avoidance of doubt, if the calculation of the Dividend Amount for a Dividend Period
does not exceed zero, then no Dividend Amount shall accrue or be payable for such
Dividend Period.
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4, Amendment to Section 3.2 (Relating to the Periodic Commitment Fee).

Section 3.2 of the Existing Agreement is hereby amended to read as follows:

3.2. Periodic Commitment Fee. (a) Commencing March 31, 2011, Seller shall pay
to Purchaser quarterly, on the last day of March, June, September and December of each
calendar year (each a “Periodic Fee Date™), a periodic commitment fee (the “Periodic
Commitment Fee”). The Periodic Commitment Fee shall accrue from January 1, 2011.

(b) The Periodic Commitment Fee is intended to fully compensate Purchaser for
the support provided by the ongoing Commitment following December 31, 2010. The
amount of the Periodic Commitment Fee shall be set not later than December 31, 2010
with respect to the ensuing five-year period, shall be reset every five years thereafter and
shall be determined with reference to the market value of the Commitment as then in
effect. The amount of the Periodic Commitment Fee shall be mutually agreed by
Purchaser and Seller, subject to their reasonable discretion and in consultation with the
Chairman of the Federal Reserve; provided, that Purchaser may waive the Periodic
Commitment Fee for up to one year at a time, in its sole discretion, based on adverse
conditions in the United States mortgage market.

(c) At the election of Seller, the Periodic Commitment Fee may be paid in cash or
by adding the amount thereof ratably to the liquidation preference of each outstanding
share of Senior Preferred Stock so that the aggregate liquidation preference of all such
outstanding shares of Senior Preferred Stock is increased by an amount equal to the
Periodic Commitment Fee. Seller shall deliver notice of such election not later than three
(3) Business Days prior to each Periodic Fee Date. If the Periodic Commitment Fee is not
paid in cash by 12:00 pm (New York time) on the applicable Periodic Fee Date
(irrespective of Seller’s election pursuant to this subsection), Seller shall be deemed to
have elected to pay the Periodic Commitment Fee by adding the amount thereof to the
liquidation preference of the Senior Preferred Stock, and the aggregate liquidation
preference of the outstanding shares of Senior Preferred Stock shall thereupon be
automatically increased, in the manner contemplated by the first sentence of this section,
by an aggregate amount equal to the Periodic Commitment Fee then due.

(d) Notwithstanding anything to the contrary in paragraphs (a), (b), or (c) above,
and in consideration of the modification made to the Senior Preferred Stock effective
September 30, 2012, for each quarter commencing January 1, 2013, and continuing for as
long as paragraph 2 of the Senior Preferred Stock remains in form and content
substantially the same as the form and content of the Senior Preferred Stock in effect on
September 30, 2012, no Periodic Commitment Fee shall be set, accrue, or be payable.



Case 1:15-cv-00708-GMS Document 69-1 Filed 06/16/17 Page 132 of 205 PagelD #: 2088

N Amendment to Section 5.4 (Relating to Transfer of Assets).

Section 5.4 of the Existing Agreement is hereby amended to read as follows:

5.4. Transfer of Assets. Seller shall not, and shall not permit any of its
subsidiaries to, in each case without prior written consent of Purchaser, sell, transfer,
lease or otherwise dispose of (in one transaction or a series of related transactions) all or
any portion of its assets (including Equity Interests in other persons, including
subsidiaries), whether now owned or hereafter acquired (any such sale, transfer, lease or
disposition, a “Disposition”), other than Dispositions for fair market value:

(a) to a limited life regulated entity (“LLRE”) pursuant to Section 1367(i) of the
FHE Act;

(b) of assets and properties in the ordinary course of business, consistent with past
practice;

(c) of assets and properties having fair market value individually or in aggregate
less than $250,000,000 in one transaction or a series of related transactions;

(d) in connection with a liquidation of Seller by a receiver appointed pursuant to
Section 1367(a) of the FHE Act;

(e) of cash or cash equivalents for-cash or cash equivalents; or

(f) to the extent necessary to comply with the covenant set forth in Section 5.7
below.

6. Amendment to Section 5.7 (Relating to Owned Mortgage Assets).

Section 5.7 of the Existing Agreement is hereby amended to read as follows:

5.7. Mortgage Assets. Seller shall not own, as of any applicable date,
Mortgage Assets in excess of (i) on December 31, 2012, $650 billion, or (ii) on
December 31 of each year thereafter, 85.0% of the aggregate amount of Mortgage
Assets that Seller was permitted to own as of December 31 of the immediately
preceding calendar year; provided, that in no event shall Seller be required under
this Section 5.7 to own less than $250 billion in Mortgage Assets.
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7. Amendment to Section 5 (Adding New Section 5.11 Relating to “Annual Risk
Management Plans”).

Section 5 of the Existing Agreement is hereby amended by inserting after section 5.10 the
following:

5.11. Annual Risk Management Plans. Not later than December 15, 2012, and
not later than December 15 of each year thereafter while Seller remains in
conservatorship pursuant to Section 1367 of the FHE Act, Seller shall, under the direction
of Conservator, deliver a risk management plan to Purchaser. Each annual risk
management plan shall set out Seller’s strategy for reducing its enterprise-wide risk
profile and shall describe, in reasonable detail, the actions Seller will take, to reduce both
the financial and operational risk associated with each reportable business segment of
Seller. Plans delivered subsequent to December 15, 2012 shall also include an
assessment of Seller’s performance relative to the planned actions described in the prior
year’s plan. The submission of annual risk management plans under this section shall not
in any way limit or affect the Agency in any of its capacities to carry out its statutory
responsibilities, including but not limited to providing direction to and oversight of
Seller.”

8. Existing Agreement to Continue, as Amended.

Except as expressly modified by this Third Amendment, the Existing Agreement shall
continue in full force and effect.

9. Effective Date.
This Third Amendment shall not become effective until it has been executed by both of

Purchaser and Seller. When this Third Amendment has been so executed, it shall become
effective as of the date first above written.
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FEDERAL NATIONAL MORTGAGE
ASSOCIATION, by

Federal Housing Finance Agency,
its Conservator

Edward J. DeMgfco
Acting Director

UNITED STATES DEPARTMENT
OF THE TREASURY

/n/ﬁk/ G

Timothy ¥. Geithner”™
Secretary of the Treasury
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EXHIBIT L
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THIRD AMENDMENT TO AMENDED AND RESTATED
SENIOR PREFERRED STOCK PURCHASE AGREEMENT

THIRD AMENDMENT dated as of August 17, 2012, to the AMENDED AND
RESTATED SENIOR PREFERRED STOCK PURCHASE AGREEMENT dated as of
September 26, 2008, between the UNITED STATES DEPARTMENT OF THE TREASURY
(“Purchaser”), and FEDERAL HOME LOAN MORTGAGE CORPORATION (“Seller”), acting
through the Federal Housing Finance Agency (the “Agency”) as its duly appointed conservator
(the Agency in such capacity, “Conservator™).

Background

A. Purchaser and Seller have heretofore entered into the Amended and Restated Senior
Preferred Stock Purchase Agreement dated as of September 26, 2008 (the “Amended and
Restated Agreement”).

B. Inthe Amended and Restated Agreement, Purchaser committed itself to provide to
Seller, on the terms and conditions provided in the Amended and Restated Agreement,
immediately available funds in an amount as determined from time to time as provided in the
Amended and Restated Agreement, but in no event in an aggregate amount exceeding
$100,000,000,000.

C. In consideration for Purchaser’s commitment, Seller agreed to sell, and did sell, to
Purchaser 1,000,000 shares of senior preferred stock, in the form of the Variable Liquidation
Preference Senior Preferred Stock of Seller attached as Exhibit A to the Amended and Restated
Agreement, with an initial liquidation preference equal to $1,000 per share.

D. The Amended and Restated Agreement provides that the aggregate liquidation
preference of the outstanding shares of senior preferred stock shall be automatically increased by
an amount equal to the amount of each draw under Purchaser’s funding commitment, and the
senior preferred stock sold by Seller to Purchaser provides that the senior preferred stock shall
accrue dividends at the annual rate per share equal to 10 percent on the then-current liquidation
preference.

E. Purchaser and Seller have heretofore entered into the Amendment dated as of May 6,
2009, to the Amended and Restated Agreement (the “First Amendment”).

F. Inthe First Amendment, Purchaser increased to $200,000,000,000 the maximum
aggregate amount permitted to be provided to Seller under the Amended and Restated
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Agreement, and amended the terms of the Amended and Restated Agreement in certain other
respects.

G. Purchaser and Seller have heretofore entered into the Second Amendment dated as of
December 24, 2009, to the Amended and Restated Agreement (the “Second Amendment”).

H. In the Second Amendment, Purchaser modified the maximum aggregate amount
permitted to be provided to Seller under the Amended and Restated Agreement, as previously
amended, by replacing the fixed maximum aggregate amount with the new formulaic maximum
amount specified therein, and amended the terms of the Amended and Restated Agreement, as
previously amended, in certain other respects.

. Purchaser and Seller are each authorized to enter into this Third Amendment to the
Amended and Restated Agreement (“this Third Amendment”) that (i) includes an agreement by
Seller to modify the dividend rate provision of the senior preferred stock sold by Seller to
Purchaser, and (ii) amends the terms of the Amended and Restated Agreement, as previously
amended, in certain other respects.

THEREFORE, for and in consideration of the mutual agreements herein contained and
for other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, Purchaser and Seller agree as follows:

Terms and Conditions

1. Definitions.

Capitalized terms used and not defined in this Third Amendment shall have the
respective meanings given such terms in the Amended and Restated Agreement, as amended by
the First Amendment and the Second Amendment (the Amended and Restated Agreement, as
amended by the First Amendment and the Second Amendment, being the “Existing

Agreement”).

2. Amendment to Paragraph 2(a) of Senior Preferred Stock (Relating to Dividend
Payment Dates and Dividend Periods).

With respect to the Certificate of Creation, Designation, Powers, Preferences, Rights,
Privileges, Qualifications, Limitations, Restrictions, Terms and Conditions of Variable
Liquidation Preference Senior Preferred Stock (Par Value $1.00 Per Share) dated September 7,
2008 (the “Senior Preferred Stock Certificate™), sold by Seller to Purchaser and purchased by
Purchaser from Seller, Seller agrees either to amend the existing paragraph 2(a) of the Senior
Preferred Stock Certificate, or to issue a replacement Senior Preferred Stock Certificate, in either
case so that, by not later than September 30, 2012, paragraph 2(a) reads as follows:
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(a) For each Dividend Period from the date of the initial issuance of the Senior
Preferred Stock through and including December 31, 2012, holders of outstanding shares
of Senior Preferred Stock shall be entitled to receive, ratably, when, as and if declared by
the Board of Directors, in its sole discretion, out of funds legally available therefor,
cumulative cash dividends at the annual rate per share equal to the then-current Dividend
Rate on the then-current Liquidation Preference. For each Dividend Period from
January 1, 2013, holders of outstanding shares of Senior Preferred Stock shall be entitled
to receive, ratably, when, as and if declared by the Board of Directors, in its sole
discretion, out of funds legally available therefor, cumulative cash dividends in an
amount equal to the then-current Dividend Amount. Dividends on the Senior Preferred
Stock shall accrue from but not including the date of the initial issuance of the Senior
Preferred Stock and will be payable in arrears when, as and if declared by the Board of
Directors quarterly on March 31, June 30, September 30 and December 31 of each year
(each, a “Dividend Payment Date”’), commencing on December 31, 2008. If a Dividend
Payment Date is not a “Business Day,” the related dividend will be paid not later than the
next Business Day with the same force and effect as though paid on the Dividend
Payment Date, without any increase to account for the period from such Dividend
Payment Date through the date of actual payment. “Business Day” means a day other
than (i) a Saturday or Sunday, (ii) a day on which New York City banks are closed, or
(i1i) a day on which the offices of the Company are closed.

If declared, the initial dividend will be for the period from but not including the
date of the initial issuance of the Senior Preferred Stock through and including
December 31, 2008. Except for the initial Dividend Payment Date, the “Dividend
Period” relating to a Dividend Payment Date will be the period from but not including the
preceding Dividend Payment Date through and including the related Dividend Payment
Date. For each Dividend Period from the date of the initial issuance of the Senior
Preferred Stock through and including December 31, 2012, the amount of dividends
payable on the initial Dividend Payment Date or for any Dividend Period through and
including December 31, 2012, that is not a full calendar quarter shall be computed on the
basis of 30-day months, a 360-day year and the actual number of days elapsed in any
period of less than one month. For the avoidance of doubt, for each Dividend Period
from the date of the initial issuance of the Senior Preferred Stock through and including
December 31, 2012, in the event that the Liquidation Preference changes in the middle of
a Dividend Period, the amount of dividends payable on the Dividend Payment Date at the
end of such Dividend Period shall take into account such change in Liquidation
Preference and shall be computed at the Dividend Rate on each Liquidation Preference
based on the portion of the Dividend Period that each Liquidation Preference was in
effect.
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3. Amendment to Paragraph 2(c) of Senior Preferred Stock (Relating to Dividend Rate
and Dividend Amount).

With respect to the Senior Preferred Stock Certificate sold by Seller to Purchaser and
purchased by Purchaser from Seller, Seller agrees either to amend the existing paragraph 2(c) of
the Senior Preferred Stock Certificate, or to issue a replacement Senior Preferred Stock
Certificate, in either case so that, effective September 30, 2012, paragraph 2(c) reads as follows:

(c¢) For each Dividend Period from the date of the initial issuance of the Senior
Preferred Stock through and including December 31, 2012, “Dividend Rate” means
10.0%; provided, however, that if at any time the Company shall have for any reason
failed to pay dividends in cash in a timely manner as required by this Certificate, then
immediately following such failure and for all Dividend Periods thereafter until the
Dividend Period following the date on which the Company shall have paid in cash full
cumulative dividends (including any unpaid dividends added to the Liquidation
Preference pursuant to Section 8) the “Dividend Rate” shall mean 12.0%.

For each Dividend Period from January 1, 2013, through and including
December 31, 2017, the “Dividend Amount” for a Dividend Period means the amount, if
any, by which the Net Worth Amount at the end of the immediately preceding fiscal
quarter, less the Applicable Capital Reserve Amount, exceeds zero. For each Dividend
Period from January 1, 2018, the “Dividend Amount” for a Dividend Period means the
amount, if any, by which the Net Worth Amount at the end of the immediately preceding
fiscal quarter exceeds zero. In each case, “Net Worth Amount” means (i) the total assets
of the Company (such assets excluding the Commitment and any unfunded amounts
thereof) as reflected on the balance sheet of the Company as of the applicable date set
forth in this Certificate, prepared in accordance with GAAP, less (ii) the total liabilities of
the Company (such liabilities excluding any obligation in respect of any capital stock of
the Company, including this Certificate), as reflected on the balance sheet of the
Company as of the applicable date set forth in this Certificate, prepared in accordance
with GAAP. “Applicable Capital Reserve Amount” means, as of any date of
determination, for each Dividend Period from January 1, 2013, through and including
December 31, 2013, $3,000,000,000; and for each Dividend Period occurring within each
12-month period thereafter, $3,000,000,000 reduced by an equal amount for each such
12-month period through and including December 31, 2017, so that for each Dividend
Period from January 1, 2018, the Applicable Capital Reserve Amount shall be zero. For
the avoidance of doubt, if the calculation of the Dividend Amount for a Dividend Period
does not exceed zero, then no Dividend Amount shall accrue or be payable for such
Dividend Period.
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4. Amendment to Section 3.2 (Relating to the Periodic Commitment Fee).

Section 3.2 of the Existing Agreement is hereby amended to read as follows:

3.2. Periodic Commitment Fee. (a) Commencing March 31, 2011, Seller shall pay
to Purchaser quarterly, on the last day of March, June, September and December of each
calendar year (each a “Periodic Fee Date™), a periodic commitment fee (the “Periodic
Commitment Fee™). The Periodic Commitment Fee shall accrue from January 1, 2011.

(b) The Periodic Commitment Fee is intended to fully compensate Purchaser for
the support provided by the ongoing Commitment following December 31, 2010. The
amount of the Periodic Commitment Fee shall be set not later than December 31, 2010
with respect to the ensuing five-year period, shall be reset every five years thereafter and
shall be determined with reference to the market value of the Commitment as then in
effect. The amount of the Periodic Commitment Fee shall be mutually agreed by
Purchaser and Seller, subject to their reasonable discretion and in consultation with the
Chairman of the Federal Reserve; provided, that Purchaser may waive the Periodic
Commitment Fee for up to one year at a time, in its sole discretion, based on adverse
conditions in the United States mortgage market.

(c) At the election of Seller, the Periodic Commitment Fee may be paid in cash or
by adding the amount thereof ratably to the liquidation preference of each outstanding
share of Senior Preferred Stock so that the aggregate liquidation preference of all such
outstanding shares of Senior Preferred Stock is increased by an amount equal to the
Periodic Commitment Fee. Seller shall deliver notice of such election not later than three
(3) Business Days prior to each Periodic Fee Date. If the Periodic Commitment Fee is not
paid in cash by 12:00 pm (New York time) on the applicable Periodic Fee Date
(irrespective of Seller’s election pursuant to this subsection), Seller shall be deemed to
have elected to pay the Periodic Commitment Fee by adding the amount thereof to the
liquidation preference of the Senior Preferred Stock, and the aggregate liquidation
preference of the outstanding shares of Senior Preferred Stock shall thereupon be
automatically increased, in the manner contemplated by the first sentence of this section,
by an aggregate amount equal to the Periodic Commitment Fee then due.

(d) Notwithstanding anything to the contrary in paragraphs (a), (b), or (c) above,
and in consideration of the modification made to the Senior Preferred Stock effective
September 30, 2012, for each quarter commencing January 1, 2013, and continuing for as
long as paragraph 2 of the Senior Preferred Stock remains in form and content
substantially the same as the form and content of the Senior Preferred Stock in effect on
September 30, 2012, no Periodic Commitment Fee shall be set, accrue, or be payable.



Case 1:15-cv-00708-GMS Document 69-1 Filed 06/16/17 Page 141 of 205 PagelD #: 2097

5. Amendment to Section 5.4 (Relating to Transfer of Assets).

Section 5.4 of the Existing Agreement is hereby amended to read as follows:

5.4. Transfer of Assets. Seller shall not, and shall not permit any of its
subsidiaries to, in each case without prior written consent of Purchaser, sell, transfer,
lease or otherwise dispose of (in one transaction or a series of related transactions) all or
any portion of its assets (including Equity Interests in other persons, including
subsidiaries), whether now owned or hereafter acquired (any such sale, transfer, lease or
disposition, a “Disposition”), other than Dispositions for fair market value:

(a) to a limited life regulated entity (“LLRE”) pursuant to Section 1367(i) of the
FHE Act;

(b) of assets and properties in the ordinary course of business, consistent with past
practice;

(c) of assets and properties having fair market value individually or in aggregate
less than $250,000,000 in one transaction or a series of related transactions;

(d) in connection with a liquidation of Seller by a receiver appointed pursuant to
Section 1367(a) of the FHE Act;

(e) of cash or cash equivalents for cash or cash equivalents; or

(f) to the extent necessary to comply with the covenant set forth in Section 5.7
below.

6. Amendment to Section 5.7 (Relating to Owned Mortgage Assets).

Section 5.7 of the Existing Agreement is hereby amended to read as follows:

5.7. Mortgage Assets. Seller shall not own, as of any applicable date,
Mortgage Assets in excess of (i) on December 31, 2012, $650 billion, or (ii) on
December 31 of each year thereafter, 85.0% of the aggregate amount of Mortgage
Assets that Seller was permitted to own as of December 31 of the immediately
preceding calendar year; provided, that in no event shall Seller be required under
this Section 5.7 to own less than $250 billion in Mortgage Assets.
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7. Amendment to Section S (Adding New Section 5.11 Relating to “Annual Risk
Management Plans”).

Section 5 of the Existing Agreement is hereby amended by inserting after section 5.10 the
following:

5.11. Annual Risk Management Plans. Not later than December 15, 2012, and
not later than December 15 of each year thereafter while Seller remains in
conservatorship pursuant to Section 1367 of the FHE Act, Seller shall, under the direction
of Conservator, deliver a risk management plan to Purchaser. Each annual risk
management plan shall set out Seller’s strategy for reducing its enterprise-wide risk
profile and shall describe, in reasonable detail, the actions Seller will take, to reduce both
the financial and operational risk associated with each reportable business segment of
Seller. Plans delivered subsequent to December 15, 2012 shall also include an
assessment of Seller’s performance relative to the planned actions described in the prior
year’s plan. The submission of annual risk management plans under this section shall not
in any way limit or affect the Agency in any of its capacities to carry out its statutory
responsibilities, including but not limited to providing direction to and oversight of
Seller.”

8. Existing Agreement to Continue, as Amended.

Except as expressly modified by this Third Amendment, the Existing Agreement shall
continue in full force and effect.

9, Effective Date.

This Third Amendment shall not become effective until it has been executed by both of
Purchaser and Seller. When this Third Amendment has been so executed, it shall become
effective as of the date first above written.
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FEDERAL HOME LOAN MORTGAGE
CORPORATION, by

Federal Housing Finance Agency,
its Conservator

Acting Director

UNITED STATES DEPARTMENT
OF THE TREASURY

A I

Timothg . Geithner”
Secretary of the Treasury
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EXHIBIT M
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Exhibit 4.1
EXECUTION VERSION

FANNIE MAE

AMENDED AND RESTATED CERTIFICATE OF DESIGNATION OF TERMS OF
VARIABLE LIQUIDATION PREFERENCE SENIOR
PREFERRED STOCK, SERIES 2008-2

The Federal Housing Finance Agency, exercising its authority pursuant to Section 1367(b) of the Federal Housing Enterprises
Financial Safety and Soundness Act of 1992 (12 U.S.C. § 4617), as amended, as Conservator of the Federal National Mortgage
Association, amends and restates the Certificate of Designation of Terms of Variable Liquidation Preference Senior Preferred Stock,
Series 2008-2, created as of September 7, 2008, in accordance with the Third Amendment dated as of August 17,2012, to the
Amended and Restated Preferred Stock Purchase Agreement dated as of September 26, 2008, the Senior Preferred Stock shall have the
following designation, powers, preferences, rights, privileges, qualifications, limitations, restrictions, terms and conditions:

1. Designation, Par Value, Number of Shares and Priority

The designation of the series of preferred stock of the Federal National Mortgage Association (the “Company”) created by this
resolution shall be “Variable Liquidation Preference Senior Preferred Stock, Series 2008-2" (the “Senior Preferred Stock™), and the
number of shares initially constituting the Senior Preferred Stock is 1,000,000. Shares of Senior Preferred Stock will have no par value
and a stated value and initial liquidation preference per share equal to $1,000 per share, subject to adjustment as set forth herein. The
Board of Directors of the Company, or a duly authorized committee thereof, in its sole discretion, may reduce the number of shares of
Senior Preferred Stock, provided such reduction is not below the number of shares of Senior Preferred Stock then outstanding.

The Senior Preferred Stock shall rank prior to the common stock of the Company as provided in this Certificate and shall rank,
as to both dividends and distributions upon dissolution, liquidation or winding up of the Company, prior to (a) the shares of preferred
stock of the Company designated “5.25% Non-Cumulative Preferred Stock, Series D”, “5.10% Non-Cumulative Preferred Stock, Series
E”, “Variable Rate Non-Cumulative Preferred Stock, Series F”, “Variable Rate Non-Cumulative Preferred Stock, Series G, “5.81%
Non-Cumulative Preferred Stock, Series H”, “5.375% Non-Cumulative Preferred Stock, Series I, “5.125% Non-Cumulative Preferred
Stock, Series L”, “4.75% Non-Cumulative Preferred Stock, Series M”, ©“5.50% Non-Cumulative Preferred Stock, Series N, “Non-
Cumulative Preferred Stock, Series O”, “Non-Cumulative Convertible Series 2004-1 Preferred Stock”, “Variable Rate Non-Cumulative
Preferred Stock, Series P, “6.75% Non-Cumulative Preferred Stock, Series Q”, “7.625% Non-Cumulative Preferred Stock, Series R”,
“Fixed-to-Floating Rate Non-Cumulative Preferred Stock, Series S”, and “8.75% Non-Cumulative Mandatory Convertible Preferred
Stock”, Series 2008-1", (b) any other capital stock of the Company outstanding on the date of the initial issuance of the Senior Preferred
Stock and (c) any
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capital stock of the Company that may be issued after the date of initial issuance of the Senior Preferred Stock.

2. Dividends

(a) For each Dividend Period from the date of the initial issuance of the Senior Preferred Stock through and including
December 31, 2012, holders of outstanding shares of Senior Preferred Stock shall be entitled to receive, ratably, when, as and if
declared by the Board of Directors, in its sole discretion, out of funds legally available therefor, cumulative cash dividends at the annual
rate per share equal to the then-current Dividend Rate on the then-current Liquidation Preference. For each Dividend Period from
January 1, 2013, holders of outstanding shares of Senior Preferred Stock shall be entitled to receive, ratably, when, as and if declared
by the Board of Directors, in its sole discretion, out of funds legally available therefor, cumulative cash dividends in an amount equal to
the then-current Dividend Amount. Dividends on the Senior Preferred Stock shall accrue from but not including the date of the initial
issuance of the Senior Preferred Stock and will be payable in arrears when, as and if declared by the Board of Directors quarterly on
March 31, June 30, September 30 and December 31 of each year (each, a “Dividend Payment Date”), commencing on December 31,
2008. If a Dividend Payment Date is not a “Business Day,” the related dividend will be paid not later than the next Business Day with
the same force and effect as though paid on the Dividend Payment Date, without any increase to account for the period from such
Dividend Payment Date through the date of actual payment. “Business Day” means a day other than (i) a Saturday or Sunday, (ii) a day
on which New York City banks are closed, or (iii) a day on which the offices of the Company are closed.

If declared, the initial dividend will be for the period from but not including the date of the initial issuance of the Senior
Preferred Stock through and including December 31, 2008. Except for the initial Dividend Payment Date, the “Dividend Period”
relating to a Dividend Payment Date will be the period from but not including the preceding Dividend Payment Date through and
including the related Dividend Payment Date. For each Dividend Period from the date of initial issuance of the Senior Preferred Stock
through and including December 31, 2012, the amount of dividends payable on the initial Dividend Payment Date or for any Dividend
Period through and including December 31, 2012, that is not a full calendar quarter shall be computed on the basis of 30-day months, a
360-day year and the actual number of days elapsed in any period of less than one month. For the avoidance of doubt, for each
Dividend Period from the date of the initial issuance of the Senior Preferred Stock through and including December 31, 2012, in the
event that the Liquidation Preference changes in the middle of a Dividend Period, the amount of dividends payable on the Dividend
Payment Date at the end of such Dividend Period shall take into account such change in Liquidation Preference and shall be computed
at the Dividend Rate on each Liquidation Preference based on the portion of the Dividend Period that each Liquidation Preference was
in effect.

(b) To the extent not paid pursuant to Section 2(a) above, dividends on the Senior Preferred Stock shall accrue and shall be
added to the Liquidation Preference pursuant to Section 8, whether or not there are funds legally available for the payment of such
dividends and whether or not dividends are declared.

(¢) For each Dividend Period from the date of the initial issuance of the Senior Preferred Stock through and including
December 31, 2012, “Dividend Rate” means 10.0%;
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provided, however, that if at any time the Company shall have for any reason failed to pay dividends in cash in a timely manner as
required by this Certificate, then immediately following such failure and for all Dividend Periods thereafter until the Dividend Period
following the date on which the Company shall have paid in cash full cumulative dividends (including any unpaid dividends added to
the Liquidation Preference pursuant to Section 8) the “Dividend Rate” shall mean 12.0%.

For each Dividend Period from January 1, 2013, through and including December 31, 2017, the “Dividend Amount” for a
Dividend Period means the amount, if any, by which the Net Worth Amount at the end of the immediately preceding fiscal quarter, less
the Applicable Capital Reserve Amount, exceeds zero. For each Dividend Period from January 1, 2018, the “Dividend Amount” for a
Dividend Period means the amount, if any, by which the Net Worth Amount at the end of the immediately preceding fiscal quarter
exceeds zero. In each case, “Net Worth Amount” means (i) the total assets of the Company (such assets excluding the Commitment and
any unfunded amounts thereof) as reflected on the balance sheet of the Company as of the applicable date set forth in this Certificate,
prepared in accordance with GAAP, less (ii) the total liabilities of the Company (such liabilities excluding any obligation in respect of
any capital stock of the Company, including this Certificate), as reflected on the balance sheet of the Company as of the applicable date
set forth in this Certificate, prepared in accordance with GAAP. “Applicable Capital Reserve Amount” means, as of any date of
determination, for each Dividend Period from January 1, 2013, through and including December 31, 2013, $3,000,000,000; and for
each Dividend Period occurring within each 12-month period thereafter, $3,000,000,000 reduced by an equal amount for each such 12-
month period through and including December 31, 2017, so that for each Dividend Period from January 1, 2018, the Applicable
Capital Reserve Amount shall be zero. For the avoidance of doubt, if the calculation of the Dividend Amount for a Dividend Period
does not exceed zero, then no Dividend Amount shall accrue or be payable for such Dividend Period.

(d) Each such dividend shall be paid to the holders of record of outstanding shares of the Senior Preferred Stock as they
appear in the books and records of the Company on such record date as shall be fixed in advance by the Board of Directors, not to be
earlier than 45 days nor later than 10 days preceding the applicable Dividend Payment Date. The Company may not, at any time,
declare or pay dividends on, make distributions with respect to, or redeem, purchase or acquire, or make a liquidation payment with
respect to, any common stock or other securities ranking junior to the Senior Preferred Stock unless (i) full cumulative dividends on the
outstanding Senior Preferred Stock in respect of the then-current Dividend Period and all past Dividend Periods (including any unpaid
dividends added to the Liquidation Preference pursuant to Section 8) have been declared and paid in cash (including through any pay
down of Liquidation Preference pursuant to Section 3) and (ii) all amounts required to be paid pursuant to Section 4 (without giving
effect to any prohibition on such payment under any applicable law) have been paid in cash.

(e) Notwithstanding any other provision of this Certificate, the Board of Directors, in its discretion, may choose to pay
dividends on the Senior Preferred Stock without the payment of any dividends on the common stock, preferred stock or any other class
or series of stock from time to time outstanding ranking junior to the Senior Preferred Stock with respect to the payment of dividends.

(f) If and whenever dividends, having been declared, shall not have been paid in full,
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as aforesaid, on shares of the Senior Preferred Stock, all such dividends that have been declared on shares of the Senior Preferred Stock
shall be paid to the holders pro rata based on the aggregate Liquidation Preference of the shares of Senior Preferred Stock held by each
holder, and any amounts due but not paid in cash shall be added to the Liquidation Preference pursuant to Section 8.

3. Optional Pay Down of Liquidation Preference

(a) Following termination of the Commitment (as defined in the Preferred Stock Purchase Agreement referred to in Section 8
below), and subject to any limitations which may be imposed by law and the provisions below, the Company may pay down the
Liquidation Preference of all outstanding shares of the Senior Preferred Stock pro rata, at any time, in whole or in part, out of funds
legally available therefor, with such payment first being used to reduce any accrued and unpaid dividends previously added to the
Liquidation Preference pursuant to Section 8 below and, to the extent all such accrued and unpaid dividends have been paid, next being
used to reduce any Periodic Commitment Fees (as defined in the Preferred Stock Purchase Agreement referred to in Section 8 below)
previously added to the Liquidation Preference pursuant to Section § below. Prior to termination of the Commitment, and subject to any
limitations which may be imposed by law and the provisions below, the Company may pay down the Liquidation Preference of all
outstanding shares of the Senior Preferred Stock pro rata, at any time, out of funds legally available therefor, but only to the extent of (i)
accrued and unpaid dividends previously added to the Liquidation Preference pursuant to Section 8 below and not repaid by any prior
pay down of Liquidation Preference and (ii) Periodic Commitment Fees previously added to the Liquidation Preference pursuant to
Section 8 below and not repaid by any prior pay down of Liquidation Preference. Any pay down of Liquidation Preference permitted
by this Section 3 shall be paid by making a payment in cash to the holders of record of outstanding shares of the Senior Preferred Stock
as they appear in the books and records of the Company on such record date as shall be fixed in advance by the Board of Directors, not
to be earlier than 45 days nor later than 10 days preceding the date fixed for the payment.

(b) In the event the Company shall pay down of the Liquidation Preference of the Senior Preferred Stock as aforesaid, notice
of such pay down shall be given by the Company by first class mail, postage prepaid, mailed neither less than 10 nor more than 45
days preceding the date fixed for the payment, to each holder of record of the shares of the Senior Preferred Stock, at such holder’s
address as the same appears in the books and records of the Company. Each such notice shall state the amount by which the
Liquidation Preference of each share shall be reduced and the pay down date.

(c) Ifafter termination of the Commitment the Company pays down the Liquidation Preference of each outstanding share of
Senior Preferred Stock in full, such shares shall be deemed to have been redeemed as of the date of such payment, and the dividend that
would otherwise be payable for the Dividend Period ending on the pay down date will be paid on such date. Following such deemed
redemption, the shares of the Senior Preferred Stock shall no longer be deemed to be outstanding, and all rights of the holders thereof as
holders of the Senior Preferred Stock shall cease, with respect to shares so redeemed, other than the right to receive the pay down
amount (which shall include the final dividend for such shares). Any shares of the Senior Preferred Stock

4
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which shall have been so redeemed, after such redemption, shall no longer have the status of authorized, issued or outstanding shares.
4. Mandatory Pay Down of Liquidation Preference Upon Issuance of Capital Stock

(a) Ifthe Company shall issue any shares of capital stock (including without limitation common stock or any series of
preferred stock) in exchange for cash at any time while the Senior Preferred Stock is outstanding, then the Company shall, within 10
Business Days, use the proceeds of such issuance net of the direct costs relating to the issuance of such securities (including, without
limitation, legal, accounting and investment banking fees) to pay down the Liquidation Preference of all outstanding shares of Senior
Preferred Stock pro rata, out of funds legally available therefor, by making a payment in cash to the holders of record of outstanding
shares of the Senior Preferred Stock as they appear in the books and records of the Company on such record date as shall be fixed in
advance by the Board of Directors, not to be earlier than 45 days nor later than 10 days preceding the date fixed for the payment, with
such payment first being used to reduce any accrued and unpaid dividends previously added to the Liquidation Preference pursuant to
Section 8 below and, to the extent all such accrued and unpaid dividends have been paid, next being used to reduce any Periodic
Commitment Fees (as defined in the Preferred Stock Purchase Agreement referred to in Section 8 below) previously added to the
Liquidation Preference pursuant to Section 8 below; provided that, prior to the termination of the Commitment (as defined in the
Preferred Stock Purchase Agreement referred to in Section 8 below), the Liquidation Preference of each share of Senior Preferred Stock
shall not be paid down below $1,000 per share.

(b) Ifthe Company shall not have sufficient assets legally available for the pay down of the Liquidation Preference of the
shares of Senior Preferred Stock required under Section 4(a), the Company shall pay down the Liquidation Preference per share to the
extent permitted by law, and shall pay down any Liquidation Preference not so paid down because of the unavailability of legally
available assets or other prohibition as soon as practicable to the extent it is thereafter able to make such pay down legally. The inability
of the Company to make such payment for any reason shall not relieve the Company from its obligation to effect any required pay
down of the Liquidation Preference when, as and if permitted by law.

(c) Ifafter the termination of the Commitment the Company pays down the Liquidation Preference of each outstanding share
of Senior Preferred Stock in full, such shares shall be deemed to have been redeemed as of the date of such payment, and the dividend
that would otherwise be payable for the Dividend Period ending on the pay down date will be paid on such date. Following such
deemed redemption, the shares of the Senior Preferred Stock shall no longer be deemed to be outstanding, and all rights of the holders
thereof as holders of the Senior Preferred Stock shall cease, with respect to shares so redeemed, other than the right to receive the pay
down amount (which shall include the final dividend for such redeemed shares). Any shares of the Senior Preferred Stock which shall
have been so redeemed, after such redemption, shall no longer have the status of authorized, issued or outstanding shares.

5. No Voting Rights

Except as set forth in this Certificate or otherwise required by law, the shares of the
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Senior Preferred Stock shall not have any voting powers, either general or special.

6. No Conversion or Exchange Rights

The holders of shares of the Senior Preferred Stock shall not have any right to convert such shares into or exchange such shares
for any other class or series of stock or obligations of the Company.

7. No Preemptive Rights

No holder of the Senior Preferred Stock shall as such holder have any preemptive right to purchase or subscribe for any other
shares, rights, options or other securities of any class of the Company which at any time may be sold or offered for sale by the
Company.

8. Liquidation Rights and Preference

(a) Except as otherwise set forth herein, upon the voluntary or involuntary dissolution, liquidation or winding up of the
Company, the holders of the outstanding shares of the Senior Preferred Stock shall be entitled to receive out of the assets of the
Company available for distribution to stockholders, before any payment or distribution shall be made on the common stock or any
other class or series of stock of the Company ranking junior to the Senior Preferred Stock upon liquidation, the amount per share equal
to the Liquidation Preference plus an amount, determined in accordance with Section 2(a) above, equal to the dividend otherwise
payable for the then-current Dividend Period accrued through and including the date of payment in respect of such dissolution,
liquidation or winding up; provided, however, that if the assets of the Company available for distribution to stockholders shall be
insufficient for the payment of the amount which the holders of the outstanding shares of the Senior Preferred Stock shall be entitled to
receive upon such dissolution, liquidation or winding up of the Company as aforesaid, then, all of the assets of the Company available
for distribution to stockholders shall be distributed to the holders of outstanding shares of the Senior Preferred Stock pro rata based on
the aggregate Liquidation Preference of the shares of Senior Preferred Stock held by each holder.

(b) “Liquidation Preference” shall initially mean $1,000 per share and shall be:

(1) increased each time a Deficiency Amount (as defined in the Preferred Stock Purchase Agreement) is paid to the
Company by an amount per share equal to the aggregate amount so paid to the Company divided by the number of shares of
Senior Preferred Stock outstanding at the time of such payment;

(i) increased each time the Company does not pay the full Periodic Commitment Fee (as defined in the Preferred
Stock Purchase Agreement) in cash by an amount per share equal to the amount of the Periodic Commitment Fee that is not paid
in cash divided by the number of shares of Senior Preferred Stock outstanding at the time such payment is due;

(iii) increased on the Dividend Payment Date if the Company fails to pay in full the dividend payable for the Dividend
Period ending on such date by an amount per share equal to the aggregate amount of unpaid dividends divided by the number
of shares of Senior Preferred Stock outstanding on such date; and
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(iv) decreased each time the Company pays down the Liquidation Preference pursuant to Section 3 or Section 4 of this
Certificate by an amount per share equal to the aggregate amount of the pay down divided by the number of shares of Senior
Preferred Stock outstanding at the time of such pay down.

(c) “Preferred Stock Purchase Agreement” means the Preferred Stock Purchase Agreement, dated September 7, 2008, between
the Company and the United States Department of the Treasury.

(d) Neither the sale of all or substantially all of the property or business of the Company, nor the merger, consolidation or
combination of the Company into or with any other corporation or entity, shall be deemed to be a dissolution, liquidation or winding up
for the purpose of this Section 8.

9. Additional Classes or Series of Stock

The Board of Directors shall have the right at any time in the future to authorize, create and issue, by resolution or resolutions, one or
more additional classes or series of stock of the Company, and to determine and fix the distinguishing characteristics and the relative
rights, preferences, privileges and other terms of the shares thereof; provided that, any such class or series of stock may not rank prior
to or on parity with the Senior Preferred Stock without the prior written consent of the holders of at least two-thirds of all the shares of
Senior Preferred Stock at the time outstanding.

10. Miscellaneous

(a) The Company and any agent of the Company may deem and treat the holder of a share or shares of Senior Preferred
Stock, as shown in the Company’s books and records, as the absolute owner of such share or shares of Senior Preferred Stock for the
purpose of receiving payment of dividends in respect of such share or shares of Senior Preferred Stock and for all other purposes
whatsoever, and neither the Company nor any agent of the Company shall be affected by any notice to the contrary. All payments
made to or upon the order of any such person shall be valid and, to the extent of the sum or sums so paid, effectual to satisfy and
discharge liabilities for moneys payable by the Company on or with respect to any such share or shares of Senior Preferred Stock.

(b) The shares of the Senior Preferred Stock, when duly issued, shall be fully paid and non-assessable.
(c) The Senior Preferred Stock may be issued, and shall be transferable on the books of the Company, only in whole shares.

(d) For purposes of this Certificate, the term “the Company” means the Federal National Mortgage Association and any
successor thereto by operation of law or by reason of a merger, consolidation, combination or similar transaction.

(e) This Certificate and the respective rights and obligations of the Company and the holders of the Senior Preferred Stock
with respect to such Senior Preferred Stock shall be construed in accordance with and governed by the laws of the United States,
provided that the law of the State of Delaware shall serve as the federal rule of decision in all instances except where such law is
inconsistent with the Company’s enabling legislation, its public purposes or any
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provision of this Certificate.

() Any notice, demand or other communication which by any provision of this Certificate is required or permitted to be given
or served to or upon the Company shall be given or served in writing addressed (unless and until another address shall be published by
the Company) to Fannie Mae, 3900 Wisconsin Avenue NW, Washington, DC 20016, Attn: Executive Vice President and General
Counsel. Such notice, demand or other communication to or upon the Company shall be deemed to have been sufficiently given or
made only upon actual receipt of a writing by the Company. Any notice, demand or other communication which by any provision of
this Certificate is required or permitted to be given or served by the Company hereunder may be given or served by being deposited
first class, postage prepaid, in the United States mail addressed (i) to the holder as such holder’s name and address may appear at such
time in the books and records of the Company or (ii) if to a person or entity other than a holder of record of the Senior Preferred Stock,
to such person or entity at such address as reasonably appears to the Company to be appropriate at such time. Such notice, demand or
other communication shall be deemed to have been sufficiently given or made, for all purposes, upon mailing.

(g) The Company, by or under the authority of the Board of Directors, may amend, alter, supplement or repeal any provision
of this Certificate pursuant to the following terms and conditions:

(1) Without the consent of the holders of the Senior Preferred Stock, the Company may amend, alter, supplement or
repeal any provision of this Certificate to cure any ambiguity, to correct or supplement any provision herein which may be
defective or inconsistent with any other provision herein, or to make any other provisions with respect to matters or questions
arising under this Certificate, provided that such action shall not adversely affect the interests of the holders of the Senior
Preferred Stock.

(i) The consent of the holders of at least two-thirds of all of the shares of the Senior Preferred Stock at the time
outstanding, given in person or by proxy, either in writing or by a vote at a meeting called for the purpose at which the holders
of shares of the Senior Preferred Stock shall vote together as a class, shall be necessary for authorizing, effecting or validating
the amendment, alteration, supplementation or repeal (whether by merger, consolidation or otherwise) of the provisions of this
Certificate other than as set forth in subparagraph (i) of this paragraph (g). The creation and issuance of any other class or series
of stock, or the issuance of additional shares of any existing class or series of stock, of the Company ranking junior to the
Senior Preferred Stock shall not be deemed to constitute such an amendment, alteration, supplementation or repeal.

(iii) Holders of the Senior Preferred Stock shall be entitled to one vote per share on matters on which their consent is
required pursuant to subparagraph (ii) of this paragraph (g). In connection with any meeting of such holders, the Board of
Directors shall fix a record date, neither earlier than 60 days nor later than 10 days prior to the date of such meeting, and holders
of record of shares of the Senior Preferred Stock on such record date shall be entitled to notice of and to vote at any such
meeting and any adjournment. The Board of Directors, or such person or persons as it may designate, may
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establish reasonable rules and procedures as to the solicitation of the consent of holders of the Senior Preferred Stock at any
such meeting or otherwise, which rules and procedures shall conform to the requirements of any national securities exchange on
which the Senior Preferred Stock may be listed at such time.

(h) RECEIPT AND ACCEPTANCE OF A SHARE OR SHARES OF THE SENIOR PREFERRED STOCK BY OR ON
BEHALF OF A HOLDER SHALL CONSTITUTE THE UNCONDITIONAL ACCEPTANCE BY THE HOLDER (AND ALL
OTHERS HAVING BENEFICIAL OWNERSHIP OF SUCH SHARE OR SHARES) OF ALL OF THE TERMS AND
PROVISIONS OF THIS CERTIFICATE. NO SIGNATURE OR OTHER FURTHER MANIFESTATION OF ASSENT TO THE
TERMS AND PROVISIONS OF THIS CERTIFICATE SHALL BE NECESSARY FOR ITS OPERATION OR EFFECT AS
BETWEEN THE COMPANY AND THE HOLDER (AND ALL SUCH OTHERS).

IN WITNESS WHEREOF, I have hereunto set my hand and the seal of the Company this 27th day of September, 2012.

[Seal]
FEDERAL NATIONAL MORTGAGE ASSOCIATION, by
The Federal Housing Finance Agency, its Conservator
/s/ Edward J. DeMarco

Edward J. DeMarco
Acting Director

Signature Page to September 2012 Amended and Restated Certificate of Designation of Senior Preferred Stock
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Exhibit 3.1
EXECUTION VERSION

FREDDIE MAC

AMENDED AND RESTATED CERTIFICATE OF CREATION,
DESIGNATION, POWERS, PREFERENCES, RIGHTS,
PRIVILEGES, QUALIFICATIONS, LIMITATIONS,
RESTRICTIONS, TERMS AND CONDITIONS OF
VARIABLE LIQUIDATION PREFERENCE SENIOR PREFERRED STOCK
(PAR VALUE $1.00 PER SHARE)

The Federal Housing Finance Agency, as Conservator of the Federal Home Loan Mortgage Corporation, a government-sponsored enterprise of the United
States of America (the “Company”), does hereby certify that, pursuant to authority vested in the Board of Directors of the Company by Section 306(f) of the
Federal Home Loan Mortgage Corporation Act, and pursuant to the authority vested in the Conservator of the Company by Section 1367(b) of the Federal
Housing Enterprises Financial Safety and Soundness Act of 1992 (12 U.S.C. §4617), as amended, the Conservator adopted Resolution FHLMC 2008-24 on
September 7, 2008, which resolution is now, and at all times since such date has been, in full force and effect, and that the Conservator approved the final
terms of the issuance and sale of the preferred stock of the Company designated above.

As amended and restated in accordance with the Third Amendment dated as of August 17, 2012, to the Amended and Restated Senior Preferred Stock
Purchase Agreement dated as of September 26, 2008, the Senior Preferred Stock shall have the following designation, powers, preferences, rights, privileges,
qualifications, limitations, restrictions, terms and conditions:

1. Designation, Par Value, Number of Shares and Seniority

The class of preferred stock of the Company created hereby (the “Senior Preferred Stock”) shall be designated “Variable Liquidation Preference Senior
Preferred Stock,” shall have a par value of $1.00 per share and shall consist of 1,000,000 shares. The Senior Preferred Stock shall rank prior to the common
stock of the Company as provided in this Certificate and shall rank, as to both dividends and distributions upon liquidation, prior to (a) the Fixed-to-Floating
Rate Non-Cumulative Perpetual Preferred Stock issued on December 4, 2007, (b) the 6.55% Non-Cumulative Preferred Stock issued on September 28, 2007,
(c) the 6.02% Non-Cumulative Preferred Stock issued on July 24, 2007, (d) the 5.66% Non-Cumulative Preferred Stock issued on April 16, 2007, (e) the
5.57% Non-Cumulative Preferred Stock issued on January 16, 2007, (f) the 5.9% Non-Cumulative Preferred Stock issued on October 16, 2006, (g) the
6.42% Non-Cumulative Preferred Stock issued on July 17, 2006, (h) the Variable Rate, Non-Cumulative Preferred Stock issued on July 17, 2006, (i) the
5.81% Non-Cumulative Preferred Stock issued on January 29, 2002, (j) the 5.7% Non-Cumulative Preferred Stock issued on October 30, 2001, (k) the 6%
Non-Cumulative Preferred Stock issued on May 30, 2001, (1) the Variable Rate, Non-Cumulative Preferred Stock issued on May 30, 2001 and June 1, 2001,
(m) the 5.81% Non-Cumulative Preferred Stock issued on March 23, 2001, (n) the Variable Rate, Non-Cumulative Preferred Stock issued on March 23,
2001, (o) the Variable Rate, Non-Cumulative Preferred Stock issued on January 26, 2001, (p) the Variable Rate, Non-Cumulative Preferred Stock issued on
November 5, 1999, (q) the 5.79% Non-Cumulative Preferred Stock issued on July 21, 1999, (r) the 5.1% Non-Cumulative Preferred Stock issued on
March 19, 1999, (s) the 5.3% Non-Cumulative Preferred Stock issued on October 28, 1998, (t) the
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5.1% Non-Cumulative Preferred Stock issued on September 23, 1998, (u) the Variable Rate, Non-Cumulative Preferred Stock issued on September 23,
1998 and September 29, 1998, (v) the 5% Non-Cumulative Preferred Stock issued on March 23, 1998, (w) the 5.81% Non-Cumulative Preferred Stock
issued on October 27, 1997, (x) the Variable Rate, Non-Cumulative Preferred Stock issued on April 26, 1996, (y) any other capital stock of the Company
outstanding on the date of the initial issuance of the Senior Preferred Stock, and (z) any capital stock of the Company that may be issued after the date of
initial issuance of the Senior Preferred Stock.

2. Dividends

(a) For each Dividend Period from the date of the initial issuance of the Senior Preferred Stock through and including December 31, 2012, holders of
outstanding shares of Senior Preferred Stock shall be entitled to receive, ratably, when, as and if declared by the Board of Directors, in its sole discretion, out
of funds legally available therefor, cumulative cash dividends at the annual rate per share equal to the then-current Dividend Rate on the then-current
Liquidation Preference. For each Dividend Period from January 1, 2013, holders of outstanding shares of Senior Preferred Stock shall be entitled to receive,
ratably, when, as and if declared by the Board of Directors, in its sole discretion, out of funds legally available therefor, cumulative cash dividends in an
amount equal to the then-current Dividend Amount. Dividends on the Senior Preferred Stock shall accrue from but not including the date of the initial issuance
of the Senior Preferred Stock and will be payable in arrears when, as and if declared by the Board of Directors quarterly on March 31, June 30, September 30
and December 31 of each year (each, a “Dividend Payment Date”), commencing on December 31, 2008. If a Dividend Payment Date is not a “Business Day,”
the related dividend will be paid not later than the next Business Day with the same force and effect as though paid on the Dividend Payment Date, without
any increase to account for the period from such Dividend Payment Date through the date of actual payment. “Business Day” means a day other than (i) a
Saturday or Sunday, (ii) a day on which New York City banks are closed, or (iii) a day on which the offices of the Company are closed.

If declared, the initial dividend will be for the period from but not including the date of the initial issuance of the Senior Preferred Stock through and
including December 31, 2008. Except for the initial Dividend Payment Date, the “Dividend Period” relating to a Dividend Payment Date will be the period from
but not including the preceding Dividend Payment Date through and including the related Dividend Payment Date. For each Dividend Period from the date of
the initial issuance of the Senior Preferred Stock through and including December 31, 2012, the amount of dividends payable on the initial Dividend Payment
Date or for any Dividend Period through and including December 31, 2012, that is not a full calendar quarter shall be computed on the basis of 30-day
months, a 360-day year and the actual number of days elapsed in any period of less than one month. For the avoidance of doubt, for each Dividend Period
from the date of the initial issuance of the Senior Preferred Stock through and including December 31, 2012, in the event that the Liquidation Preference
changes in the middle of a Dividend Period, the amount of dividends payable on the Dividend Payment Date at the end of such Dividend Period shall take into
account such change in Liquidation Preference and shall be computed at the Dividend Rate on each Liquidation Preference based on the portion of the Dividend
Period that each Liquidation Preference was in effect.

(b) To the extent not paid pursuant to Section 2(a) above, dividends on the Senior

2
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Preferred Stock shall accrue and shall be added to the Liquidation Preference pursuant to Section 8, whether or not there are funds legally available for the
payment of such dividends and whether or not dividends are declared.

(c) For each Dividend Period from the date of the initial issuance of the Senior Preferred Stock through and including December 31, 2012, “Dividend
Rate” means 10.0%; provided, however, that if at any time the Company shall have for any reason failed to pay dividends in cash in a timely manner as
required by this Certificate, then immediately following such failure and for all Dividend Periods thereafter until the Dividend Period following the date on
which the Company shall have paid in cash full cumulative dividends (including any unpaid dividends added to the Liquidation Preference pursuant to
Section 8), the “Dividend Rate” shall mean 12.0%.

For each Dividend Period from January 1, 2013, through and including December 31, 2017, the “Dividend Amount” for a Dividend Period means the
amount, if any, by which the Net Worth Amount at the end of the immediately preceding fiscal quarter, less the Applicable Capital Reserve Amount, exceeds
zero. For each Dividend Period from January 1, 2018, the “Dividend Amount” for a Dividend Period means the amount, if any, by which the Net Worth
Amount at the end of the immediately preceding fiscal quarter exceeds zero. In each case, “Net Worth Amount” means (i) the total assets of the Company (such
assets excluding the Commitment and any unfunded amounts thereof) as reflected on the balance sheet of the Company as of the applicable date set forth in
this Certificate, prepared in accordance with GAAP, less (ii) the total liabilities of the Company (such liabilities excluding any obligation in respect of any
capital stock of the Company, including this Certificate), as reflected on the balance sheet of the Company as of the applicable date set forth in this Certificate,
prepared in accordance with GAAP. “Applicable Capital Reserve Amount” means, as of any date of determination, for each Dividend Period from January 1,
2013, through and including December 31, 2013, $3,000,000,000; and for each Dividend Period occurring within each 12-month period thereafter,
$3,000,000,000 reduced by an equal amount for each such 12-month period through and including December 31, 2017, so that for each Dividend Period from
January 1, 2018, the Applicable Capital Reserve Amount shall be zero. For the avoidance of doubt, if the calculation of the Dividend Period does not exceed
zero, then no Dividend Amount shall accrue or be payable for such Dividend Period.

(d) Each such dividend shall be paid to the holders of record of outstanding shares of the Senior Preferred Stock as they appear in the books and
records of the Company on such record date as shall be fixed in advance by the Board of Directors, not to be earlier than 45 days nor later than 10 days
preceding the applicable Dividend Payment Date. The Company may not, at any time, declare or pay dividends on, make distributions with respect to, or
redeem, purchase or acquire, or make a liquidation payment with respect to, any common stock or other securities ranking junior to the Senior Preferred
Stock unless (i) full cumulative dividends on the outstanding Senior Preferred Stock in respect of the then-current Dividend Period and all past Dividend
Periods (including any unpaid dividends added to the Liquidation Preference pursuant to Section 8) have been declared and paid in cash (including through
any pay down of Liquidation Preference pursuant to Section 3) and (ii) all amounts required to be paid pursuant to Section 4 (without giving effect to any
prohibition on such payment under any applicable
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law) have been paid in cash.

(e) Notwithstanding any other provision of this Certificate, the Board of Directors, in its discretion, may choose to pay dividends on the Senior
Preferred Stock without the payment of any dividends on the common stock, preferred stock or any other class or series of stock from time to time
outstanding ranking junior to the Senior Preferred Stock with respect to the payment of dividends.

(f) If and whenever dividends, having been declared, shall not have been paid in full, as aforesaid, on shares of the Senior Preferred Stock, all such
dividends that have been declared on shares of the Senior Preferred Stock shall be paid to the holders pro rata based on the aggregate Liquidation Preference of
the shares of Senior Preferred Stock held by each holder, and any amounts due but not paid in cash shall be added to the Liquidation Preference pursuant to
Section 8.

3. Optional Pay Down of Liquidation Preference

(a) Following termination of the Commitment (as defined in the Preferred Stock Purchase Agreement referred to in Section 8 below), and subject to any
limitations which may be imposed by law and the provisions below, the Company may pay down the Liquidation Preference of all outstanding shares of the
Senior Preferred Stock pro rata, at any time, in whole or in part, out of funds legally available therefor, with such payment first being used to reduce any
accrued and unpaid dividends previously added to the Liquidation Preference pursuant to Section 8 below and, to the extent all such accrued and unpaid
dividends have been paid, next being used to reduce any Periodic Commitment Fees (as defined in the Preferred Stock Purchase Agreement referred to in
Section 8 below) previously added to the Liquidation Preference pursuant to Section 8 below. Prior to termination of the Commitment, and subject to any
limitations which may be imposed by law and the provisions below, the Company may pay down the Liquidation Preference of all outstanding shares of the
Senior Preferred Stock pro rata, at any time, out of funds legally available therefor, but only to the extent of (i) accrued and unpaid dividends previously
added to the Liquidation Preference pursuant to Section 8 below and not repaid by any prior pay down of Liquidation Preference and (ii) Periodic Commitment
Fees previously added to the Liquidation
Preference pursuant to Section 8 below and not repaid by any prior pay down of Liquidation Preference. Any pay down of Liquidation Preference permitted by
this Section 3 shall be paid by making a payment in cash to the holders of record of outstanding shares of the Senior Preferred Stock as they appear in the
books and records of the Company on such record date as shall be fixed in advance by the Board of Directors, not to be earlier than 45 days nor later than
10 days preceding the date fixed for the payment.

(b) In the event the Company shall pay down of the Liquidation Preference of the Senior Preferred Stock as aforesaid, notice of such pay down shall be
given by the Company by first class mail, postage prepaid, mailed neither less than 10 nor more than 45 days preceding the date fixed for the payment, to
each holder of record of the shares of the Senior Preferred Stock, at such holder’s address as the same appears in the books and records of the Company. Each
such notice shall state the amount by which the Liquidation Preference of each share shall be reduced and the pay down date.
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(c) If after termination of the Commitment the Company pays down the Liquidation Preference of each outstanding share of Senior Preferred Stock in
full, such shares shall be deemed to have been redeemed as of the date of such payment, and the dividend that would otherwise be payable for the Dividend
Period ending on the pay down date will be paid on such date. Following such deemed redemption, the shares of the Senior Preferred Stock shall no longer be
deemed to be outstanding, and all rights of the holders thereof as holders of the Senior Preferred Stock shall cease, with respect to shares so redeemed, other
than the right to receive the pay down amount (which shall include the final dividend for such shares). Any shares of the Senior Preferred Stock which shall
have been so redeemed, after such redemption, shall no longer have the status of authorized, issued or outstanding shares.

4. Mandatory Pay Down of Liquidation Preference Upon Issuance of Capital Stock

(a) If the Company shall issue any shares of capital stock (including without limitation common stock or any series of preferred stock) in exchange for
cash at any time while the Senior Preferred Stock is outstanding, then the Company shall, within 10 Business Days, use the proceeds of such issuance net of
the direct costs relating to the issuance of such securities (including, without limitation, legal, accounting and investment banking fees) to pay down the
Liquidation Preference of all outstanding shares of Senior Preferred Stock pro rata, out of funds legally available therefor, by making a payment in cash to the
holders of record of outstanding shares of the Senior Preferred Stock as they appear in the books and records of the Company on such record date as shall be
fixed in advance by the Board of Directors, not to be earlier than 45 days nor later than 10 days preceding the date fixed for the payment, with such payment
first being used to reduce any accrued and unpaid dividends previously added to the Liquidation Preference pursuant to Section 8 below and, to the extent all
such accrued and unpaid dividends have been paid, next being used to reduce any Periodic Commitment Fees (as defined in the Preferred Stock Purchase
Agreement referred to in Section 8 below) previously added to the Liquidation Preference pursuant to Section 8 below; provided that, prior to the termination of
the Commitment (as defined in the Preferred Stock Purchase Agreement referred to in Section 8 below), the Liquidation Preference of each share of Senior
Preferred Stock shall not be paid down below $1,000 per share.

(b) If the Company shall not have sufficient assets legally available for the pay down of the Liquidation Preference of the shares of Senior Preferred
Stock required under Section 4(a), the Company shall pay down the Liquidation Preference per share to the extent permitted by law, and shall pay down any
Liquidation Preference not so paid down because of the unavailability of legally available assets or other prohibition as soon as practicable to the extent it is
thereafter able to make such pay down legally. The inability of the Company to make such payment for any reason shall not relieve the Company from its
obligation to effect any required pay down of the Liquidation Preference when, as and if permitted by law.

(c) If after the termination of the Commitment the Company pays down the Liquidation Preference of each outstanding share of Senior Preferred Stock
in full, such shares shall be deemed to have been redeemed as of the date of such payment, and the dividend that would otherwise be payable for the Dividend
Period ending on the pay down date will be paid

Source: FEDERAL HOME LOAN MORTGAGE CORP, 10-Q, November 06, 2012 Powered by Momingstar® Document Research™

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



Case 1:15-cv-00708-GMS Document 69-1 Filed 06/16/17 Page 160 of 205 PagelD #: 2116

on such date. Following such deemed redemption, the shares of the Senior Preferred Stock shall no longer be deemed to be outstanding, and all rights of the
holders thereof as holders of the Senior Preferred Stock shall cease, with respect to shares so redeemed, other than the right to receive the pay down amount
(which shall include the final dividend for such redeemed shares). Any shares of the Senior Preferred Stock which shall have been so redeemed, after such
redemption, shall no longer have the status of authorized, issued or outstanding shares.

5. No Voting Rights

Except as set forth in this Certificate or otherwise required by law, the shares of the Senior Preferred Stock shall not have any voting powers, either
general or special.

6. No Conversion or Exchange Rights

The holders of shares of the Senior Preferred Stock shall not have any right to convert such shares into or exchange such shares for any other class or
series of stock or obligations of the Company.

7. No Preemptive Rights

No holder of the Senior Preferred Stock shall as such holder have any preemptive right to purchase or subscribe for any other shares, rights, options or
other securities of any class of the Company which at any time may be sold or offered for sale by the Company.

8. Liquidation Rights and Preference

(a) Except as otherwise set forth herein, upon the voluntary or involuntary dissolution, liquidation or winding up of the Company, the holders of the
outstanding shares of the Senior Preferred Stock shall be entitled to receive out of the assets of the Company available for distribution to stockholders, before
any payment or distribution shall be made on the common stock or any other class or series of stock of the Company ranking junior to the Senior Preferred
Stock upon liquidation, the amount per share equal to the Liquidation Preference plus an amount, determined in accordance with Section 2(a) above, equal to
the dividend otherwise payable for the then-current Dividend Period accrued through and including the date of payment in respect of such dissolution,
liquidation or winding up; provided, however, that if the assets of the Company
available for distribution to stockholders shall be insufficient for the payment of the amount which the holders of the outstanding shares of the Senior
Preferred Stock shall be entitled to receive upon such dissolution, liquidation or winding up of the Company as aforesaid, then, all of the assets of the
Company available for distribution to stockholders shall be distributed to the holders of outstanding shares of the Senior Preferred Stock pro rata based on the
aggregate Liquidation Preference of the shares of Senior Preferred Stock held by each holder.

(b) “Liquidation Preference” shall initially mean $1,000 per share and shall be:

(i) increased each time a Deficiency Amount (as defined in the Preferred Stock Purchase Agreement) is paid to the Company by an amount per
share equal to the aggregate amount so paid to the Company divided by the number of shares of
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Senior Preferred Stock outstanding at the time of such payment;

(ii) increased each time the Company does not pay the full Periodic Commitment Fee (as defined in the Preferred Stock Purchase Agreement) in
cash by an amount per share equal to the amount of the Periodic Commitment Fee that is not paid in cash divided by the number of shares of Senior
Preferred Stock outstanding at the time such payment is due;

(iii) increased on the Dividend Payment Date if the Company fails to pay in full the dividend payable for the Dividend Period ending on such date
by an amount per share equal to the aggregate amount of unpaid dividends divided by the number of shares of Senior Preferred Stock outstanding on
such date; and

(iv) decreased each time the Company pays down the Liquidation Preference pursuant to Section 3 or Section 4 of this Certificate by an amount
per share equal to the aggregate amount of the pay down divided by the number of shares of Senior Preferred Stock outstanding at the time of such pay
down.

(c) “Preferred Stock Purchase Agreement” means the Preferred Stock Purchase Agreement, dated September 7, 2008, between the Company and the
United States Department of the Treasury.

(d) Neither the sale of all or substantially all of the property or business of the Company, nor the merger, consolidation or combination of the Company
into or with any other corporation or entity, shall be deemed to be a dissolution, liquidation or winding up for the purpose of this Section 8.

9. Additional Classes or Series of Stock

The Board of Directors shall have the right at anytime in the future to authorize, create and issue, by resolution or resolutions, one or more additional
classes or series of stock of the Company, and to determine and fix the distinguishing characteristics and the relative rights, preferences, privileges and other
terms of the shares thereof; provided that, any such class or series of stock may not rank prior to or on parity with the Senior Preferred Stock without the
prior written consent of the holders of at least two-thirds of all the shares of Senior Preferred Stock at the time outstanding.

10. Miscellaneous

(a) The Company and any agent of the Company may deem and treat the holder of a share or shares of Senior Preferred Stock, as shown in the
Company’s books and records, as the absolute owner of such share or shares of Senior Preferred Stock for the purpose of receiving payment of dividends in
respect of such share or shares of Senior Preferred Stock and for all other purposes whatsoever, and neither the Company nor any agent of the Company shall
be affected by any notice to the contrary. All payments made to or upon the order of any such person shall be valid and, to the extent of the sum or sums so
paid, effectual to satisfy and discharge liabilities for moneys payable by the Company on or with respect to any such share or shares of Senior Preferred
Stock.
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(b) The shares of the Senior Preferred Stock, when duly issued, shall be fully paid and non-assessable.
(c) The Senior Preferred Stock may be issued, and shall be transferable on the books of the Company, only in whole shares.

(d) For purposes of this Certificate, the term “the Company” means the Federal Home Loan Mortgage Corporation and any successor thereto by
operation of law or by reason of a merger, consolidation, combination or similar transaction.

(e) This Certificate and the respective rights and obligations of the Company and the holders of the Senior Preferred Stock with respect to such Senior
Preferred Stock shall be construed in accordance with and governed by the laws of the United States, provided that the law of the Commonwealth of Virginia
shall serve as the federal rule of decision in all instances except where such law is inconsistent with the Company’s enabling legislation, its public purposes or
any provision of this Certificate.

(f) Any notice, demand or other communication which by any provision of this Certificate is required or permitted to be given or served to or upon the
Company shall be given or served in writing addressed (unless and until another address shall be published by the Company) to Freddie Mac, 8200 Jones
Branch Drive, McLean, Virginia 22102, Attn: Executive Vice President and General Counsel. Such notice, demand or other communication to or upon the
Company shall be deemed to have been sufficiently given or made only upon actual receipt of a writing by the Company. Any notice, demand or other
communication which by any provision of this Certificate is required or permitted to be given or served by the Company hereunder may be given or served by
being deposited first class, postage prepaid, in the United States mail addressed (i) to the holder as such holder’s name and address may appear at such time
in the books and records of the Company or (ii) if to a person or entity other than a holder of record of the Senior Preferred Stock, to such person or entity at
such address as reasonably appears to the Company to be appropriate at such time. Such notice, demand or other communication shall be deemed to have
been sufficiently given or made, for all purposes, upon mailing.

(g) The Company, by or under the authority of the Board of Directors, may amend, alter, supplement or repeal any provision of this Certificate
pursuant to the following terms and conditions:

(i) Without the consent of the holders of the Senior Preferred Stock, the Company may amend, alter, supplement or repeal any provision of this
Certificate to cure any ambiguity, to correct or supplement any provision herein which may be defective or inconsistent with any other provision herein,
or to make any other provisions with respect to matters or questions arising under this Certificate, provided that such action shall not adversely affect
the interests of the holders of the Senior Preferred Stock.

(i) The consent of the holders of at least two-thirds of all of the shares of the Senior Preferred Stock at the time outstanding, given in person or by
proxy, either in writing or by a vote at a meeting called for the purpose at which the holders of shares of the Senior Preferred Stock shall vote together as
a class, shall be necessary for
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authorizing, effecting or validating the amendment, alteration, supplementation or repeal (whether by merger, consolidation or otherwise) of the
provisions of this Certificate other than as set forth in subparagraph (i) of this paragraph (g). The creation and issuance of any other class or series of
stock, or the issuance of additional shares of any existing class or series of stock, of the Company ranking junior to the Senior Preferred Stock shall not
be deemed to constitute such an amendment, alteration, supplementation or repeal.

(iii) Holders of the Senior Preferred Stock shall be entitled to one vote per share on matters on which their consent is required pursuant to
subparagraph (ii) of this paragraph (g). In connection with any meeting of such holders, the Board of Directors shall fix a record date, neither earlier
than 60 days nor later than 10 days prior to the date of such meeting, and holders of record of shares of the Senior Preferred Stock on such record date
shall be entitled to notice of and to vote at any such meeting and any adjournment. The Board of Directors, or such person or persons as it may
designate, may establish reasonable rules and procedures as to the solicitation of the consent of holders of the Senior Preferred Stock at any such meeting
or otherwise, which rules and procedures shall conform to the requirements of any national securities exchange on which the Senior Preferred Stock may
be listed at such time.

(h) RECEIPT AND ACCEPTANCE OF A SHARE OR SHARES OF THE SENIOR PREFERRED STOCK BY OR ON BEHALF OF A
HOLDER SHALL CONSTITUTE THE UNCONDITIONAL ACCEPTANCE BY THE HOLDER (AND ALL OTHERS HAVING
BENEFICIAL OWNERSHIP OF SUCH SHARE OR SHARES) OF ALL OF THE TERMS AND PROVISIONS OF THIS CERTIFICATE. NO
SIGNATURE OR OTHER FURTHER MANIFESTATION OF ASSENT TO THE TERMS AND PROVISIONS OF THIS CERTIFICATE
SHALL BE NECESSARY FOR ITS OPERATION OR EFFECT AS BETWEEN THE COMPANY AND THE HOLDER (AND ALL SUCH
OTHERS).

IN WITNESS WHEREOF, I have hereunto set my hand and the seal of the Company this 27 # day of September, 2012.
[Seal]

FEDERAL HOME LOAN MORTGAGE CORPORATION,

by
The Federal Housing Finance Agency, its Conservator

By: /s/ Edward J] DeMarco
Edward J DeMarco
Acting Director

Signature Page to September 2012 Amended and Restated Certificate of Designation of Senior Preferred Stock
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FEDERAL HOUSING FINANCE AGENCY
OFFICE OF INSPECTOR GENERAL

AT A GLANCE

Analysis of the 2012 Amendments to the Senior Preferred Stock Purchase Agreements

Background

In order to support stability and liquidity in the mortgage
market during the 2008 housing crisis, in September
2008, the U.S. Department of the Treasury (Treasury)
committed to provide funds—up to a cap—to the
Federal National Mortgage Association (Fannie Mae) and
the Federal Home Loan Mortgage Corporation (Freddie
Mac) (collectively, the Enterprises) when needed to
ensure that their liabilities do not exceed their assets. It
did this through Senior Preferred Stock Purchase
Agreements (PSPAs). As of December 31, 2012,
Treasury had provided $187.5 billion to the Enterprises.

The PSPAs initially required the Enterprises to pay
dividends on Treasury’s investments at an annual rate
of 10%, totaling about $19 billion a year by 2012, an
amount greater than the highest combined annual profit
that the Enterprises ever earned. As of December 31,
2012, the Enterprises had paid $55 billion in dividends,
and they frequently had to draw additional funds from
Treasury in order to pay the dividends, further
increasing Treasury’s investment. Market participants
expressed concern that the dividends could siphon off
Treasury money needed to keep the Enterprises solvent.

On August 17, 2012, Treasury and the Federal Housing
Finance Agency (FHFA), acting as the Enterprises’
conservator, amended the PSPAs (2012 Amendments).
The 2012 Amendments, among other things, modify the
structure of the dividend payments owed to Treasury,
ending the circular practice of having Treasury provide
money to the Enterprises to enable them to pay the
dividends; phase in a requirement for the Enterprises to
pay as dividends their positive net worth every quarter;
accelerate the reduction of Enterprise mortgage assets;
and require an annual risk management report from each

Enterprise.

Scope

This report describes the 2012 Amendments, examines
their goals, and assesses their potential impacts.

Conclusion

Treasury’s announcement of the 2012 Amendments said
that the changes would “make sure that every dollar of
carnings” the Enterprises generate would be “used to

» «

benefit taxpayers,” “support the continued flow of

mortgage credit,” and “help expedite the[ir] wind down.”

Ending the circularity of draws from Treasury to pay
dividends will prevent the erosion of Treasury’s
commitment level, and may help reassure investors in the
Enterprises’ bonds and mortgage-backed securities
(MBS). The change in the dividend structure also will
affect quarterly payments to Treasury, potentially
resulting in the Enterprises returning more money to
federal taxpayers sooner. Indeed, because of accounting
treatment, sustained profitability of the Enterprises could
result in a one-time large dividend payment from each
Enterprise to Treasury. However, the significance of the
impact of the change in the dividend structure depends
on a variety of factors, including the magnitude of
fluctuations in the Enterprises’ net worth.

Increasing the rate at which the Enterprises shrink their
retained mortgage portfolios may pose challenges as their
remaining investments are less liquid. At the same time,
this will reduce risk. However, although the 2012
Amendments more quickly reduce the Enterprises’
investments, they do not directly affect their
securitization business. As such, they do not diminish the
Enterprises’ importance in the housing finance system.

Additionally, the changes to the PSPAs help to safeguard
policymakers’ options to reform the role of the
Enterprises in the nation’s secondary mortgage market.

White Paper: WPR-2013-002

March 20, 2013
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Federal Housing Finance Agency
Office of Inspector General
Washington, DC

PREFACE

The Office of Inspector General (OIG) was established by the Housing and Economic Recovery
Act of 2008 (HERA),' which amended the Inspector General Act of 1978.> OIG is authorized,
with respect to FHFA’s programs and operations, to: conduct audits, evaluations, investigations,
and other studies; recommend policies that promote effective and efficient administration; and
prevent and detect fraud and abuse.

This report is one in a series of audits, evaluations, and special reports published as part of OIG’s
oversight responsibilities. It is intended to describe and assess the goals and potential effects of
the 2012 Amendments to the PSPAs.

David P. Bloch, Director, Division of Mortgage, Investments, and Risk Analysis; Alan
Rhinesmith, Senior Policy Advisor; Ezra Bronstein, Investigative Counsel; and Beth Preiss,
Program Analyst, conducted this study. OIG appreciates the assistance of all those who
contributed to this report. It has been distributed to Congress, the Office of Management and
Budget, and others and will be posted on OIG’s website, www.thfaoig.gov.

George F. Grob
Deputy Inspector General for Evaluations

' Pub. L. No. 110-289.
2 Pub. L. No. 95-452.
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BACKGROUND

Fannie Mae, Freddie Mac, and the Mortgage Crisis

Fannie Mae and Freddie Mac provide liquidity to the housing finance system by supporting the
secondary mortgage market, in which the Enterprises purchase residential mortgages that meet
their underwriting criteria. The loan sellers can then use the sales proceeds to originate
additional mortgages. The Enterprises can hold the mortgages in their own investment portfolios
or package them into MBS that are, in turn, sold to investors. For a fee, the Enterprises
guarantee the payment of mortgage principal and interest on the MBS.

The financial crisis produced unprecedented losses for the Enterprises. In 2008, Fannie Mae lost
$58.7 billion and Freddie Mac lost $50.1 billion. To put these losses in perspective, over the 37-
year period from 1971 to mid-year 2008, Fannie Mae and Freddie Mac together earned $95
billion, less than they lost in 2008 alone.

The Senior Preferred Stock Purchase Agreements

In July 2008, Congress enacted HERA, which established FHFA as regulator of the Enterprises.
HERA also gave Treasury temporary authority to assist the Enterprises through the purchase of
securities. On September 6, 2008, the Enterprises entered into conservatorships supervised by
FHFA. The next day, Treasury acted pursuant to its temporary authority to protect the
Enterprises and allow them to continue their key role in the housing market. Treasury did this
through the PSPAs,” by committing to provide funds to the Enterprises as necessary to prevent
their liabilities from exceeding their assets, subject to a cap. Treasury’s support of the
Enterprises has allowed their securitization business and bond offerings to continue since 2008,
notwithstanding the financial upheaval caused by the housing crisis.

? The PSPAs were established between FHFA, as conservator for Fannie Mae and Freddie Mac, and Treasury on
September 7, 2008. They were amended and restated on September 26, 2008, and have been amended three times
since: on May 6, 2009, December 24, 2009, and August 17, 2012.

Federal Housing Finance Agency Office of Inspector General ¢ WPR-2013-002 ¢ March 20, 2013

5



Case 1:15-cv-00708-GMS Document 69-1 Filed 06/16/17 Page 172 of 205 PagelD #: 2128

Terms of the PSPAs

Commitments, Draws, and Covenants

Under the PSPAs, Treasury has committed to make

. . Net Worth
rterl ments to the Enterpri if n t
qua‘ ¢ _y payments o the 4 CTPTISES, eeded, to Net worth equals total assets
maintain a zero net worth.” Each quarter, FHFA looks to minus total liabilities. as reflected
each Enterprise’s financial statements to determine if its on a company’s balance sheet.

liabilities have exceeded its assets. If so, FHFA delivers a
request to Treasury, on that Enterprise’s behalf, to make a “draw” under the applicable PSPA.
Treasury then provides funds equal to the Enterprise’s net worth deficit.’

When the PSPAs were first signed in September 2008, Treasury committed to provide up to
$100 billion per Enterprise. In February 2009, Treasury announced that it would expand its
commitment to $200 billion for each Enterprise. Then, just before its temporary authority under
HERA expired at the end of 2009, Treasury agreed to provide as much as the Enterprises needed
to cover quarterly net worth deficits from 2010 to 2012, and then for future years subject to a
cap.® As of January 1, 2013, Freddie Mac had $140.5 billion in commitment available. Fannie
Mae’s remaining cap will be the greater of $83.9 billion, or $124.8 billion less the company’s net
worth, if positive, on December 31, 20127

*In a letter opinion to Treasury, the Justice Department further strengthened this commitment by indicating that
sovereign immunity had been waived to allow lawsuits against Treasury by Enterprise bond and MBS holders
should Treasury fail to make good on this commitment. See Department of Justice, Letter Opinion for the Secretary
of the Treasury (Sept. 26, 2008) (online at www.justice.gov/olc/2008/treasury-gse-ltr-opinion.pdf).

> Draws are made with a one-quarter lag. For example, if there is a net worth deficit for the first quarter the draw is
made in the second quarter.

® The $200 billion per Enterprise cap was replaced by a formulaic cap in 2009. Treasury committed to provide each
Enterprise a total, from the beginning of the PSPAs in 2008, of up to the greater of: (i) $200 billion, or (ii) $200
billion plus the Enterprise’s quarterly negative net worth for 2010, 2011, and 2012, less the Enterprise’s positive net
worth, if any, on December 31, 2012. On January 1, 2013, the cap became fixed for future years. The remaining
cap for Fannie Mae will be the greater of: (i) $200 billion — $116.1 billion (draws from 2008-2012) = $83.9 billion;
or (ii) $200 billion + $40.9 billion (draws for 2010-2012) — (net worth if positive on December 31, 2012) — $116.1
billion (draws from 2008-2012) = $124.8 billion — (net worth if positive on December 31, 2012). The remaining cap
for Freddie Mac is $140.5 billion: $200 billion + $20.6 billion (draws for 2010-2012) — $8.8 billion (positive net
worth on December 31, 2012) — $71.3 (draws from 2008-2012) = $140.5 billion. (The alternative cap would be
lower: $200 billion — $71.3 billion (draws from 2008-2012) = $128.7 billion).

7 Freddie Mac reported its 2012 financial results on February 28, 2013. As this report went to press, Fannie Mae
had not reported its 2012 results. This report uses currently available information for Fannie Mae (third quarter of
2012).
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In exchange for Treasury’s funding commitment, the
Enterprises were required to provide Treasury senior
preferred stock, quarterly dividends, warrants to
purchase 79.9% of each Enterprise’s common stock, and
commitment fees.® In addition, the PSPAs required the
Enterprises to adhere to certain covenants. Among other
things, the covenants initially required that each
Enterprise reduce its mortgage portfolio by 10% per year
down to $250 billion.”

Senior Preferred Stock

Under the PSPAs, Treasury’s financial support is in the
form of an equity investment in the Enterprises. The
investment is not in common stock, but rather in senior
preferred stock. Preferred stock is typically regarded as a
hybrid instrument in that it has some features like bonds
and others like common stock. Preferred stock is an
equity interest, like common stock. However, like a bond,
it usually does not confer voting rights, and offers a
liquidation preference. A liquidation preference gives
the preferred shareholder the right, in the event that the
company is dissolved, to receive compensation for its
preferred stock typically before common stockholders
(but not before bondholders). Senior preferred stock has
priority over other preferred stock. A dividend, should
one be paid under the terms of preferred stock, is typically
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Warrant

A warrant gives the holder the right
to purchase stock in a company in
accordance with the terms of the
instrument. Treasury received a
warrant to purchase, at its option,
common stock in an amount up to
79.9% of the outstanding common
stock of each Enterprise until
September 7, 2028.

Liquidation Preference

A liquidation preference specifies
the order in which security holders
receive payments and how much
they are paid in the event a
company is liquidated. Under

the PSPAs, through 2012, the
liquidation preference also was
used to determine the Enterprises’
dividend payments to Treasury.
The liquidation preference for
Treasury’s senior preferred stock in
each Enterprise equals the draws
made, plus $1 billion representing
the liquidation preference on the
stock Treasury received upon
entering into the agreements.

a quarterly payment based on a specified rate applied to the amount of preferred stock held.

¥ The original liquidation preference of the senior preferred stock Treasury received in each Enterprise was
considered a commitment fee. (See the section Senior Preferred Stock below.) Treasury waived the periodic
commitment fees each quarter, and then the 2012 Amendments suspended these fees for as long as the sweep is in

effect.

? The PSPAs also prohibited the Enterprises, without the consent of Treasury, from making any changes to their
capital structures, issuing capital stock, increasing their debt significantly, paying any dividends (other than those to
Treasury), engaging in certain transactions with affiliates, or disposing of any assets unless they are for “fair market
value” in “the ordinary course of business.” The Enterprises also must have FHFA approval to set new
compensation for certain high-level executives. In addition, the Enterprises may not seek to terminate the
conservatorships overseen by FHFA without the consent of Treasury, unless the termination is in connection with a

receivership.

Federal Housing Finance Agency Office of Inspector General ¢ WPR-2013-002 ¢ March 20, 2013
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Under the PSPAs, Treasury received senior preferred stock with a stated value of $2 billion (i.e.,
a $1 billion commitment fee for each Enterprise). The forms of these stock certificates were
attached to and part of the PSPAs. The liquidation preference of the senior preferred stock
increases dollar for dollar for each draw made to keep the Enterprises’ liabilities from exceeding
their assets each quarter.'” As of December 2012, Treasury held senior preferred stock with

a liquidation preference of $189.5 billion for the two Enterprises combined — the original

$2 billion at the time of the issuance of the senior preferred stock certificates plus $187.5 billion
in draws since then. (See Figure 1.)

Figure 1. Federal Government Support Since Conservatorship''
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Thus, Treasury has liquidation preferences ahead of other stockholders to receive $189.5 billion
if the Enterprises are liquidated. This liquidation preference does not decrease by the amount of
dividends paid. In addition, the Enterprises generally cannot redeem the senior preferred stock.'”

' Hence the stock is called Variable Liquidation Preference Senior Preferred Stock.

""'Source: FHFA, Data as of December 18, 2012 on Treasury and Federal Reserve Purchase Programs for GSE
[Government-Sponsored Enterprise] and Mortgage-Related Securities, at Table 1 (online at
www.fhfa.gov/webfiles/24847/TSY Support%202012-12-18.pdf).

12 Absent express consent from Treasury and FHFA, an Enterprise cannot redeem the senior preferred stock until the
termination of Treasury’s funding commitment. Treasury’s funding commitment to an Enterprise will terminate if:
(i) the Enterprise’s assets are completely liquidated; (ii) the Enterprise pays its liabilities and obligations (including
MBS) in full; or (iii) the Enterprise reaches the funding cap.
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Dividends
The dividend payment owed to Treasury by each Dividends
Enterprise is set forth in the senior preferred stock Dividends are distributions a
certificates. Until the 2012 Amendments, the stock company pays to its stockholders.

Under the PSPAs, through 2012,
each Enterprise paid Treasury

quarterly dividends at an annual rate
even before Treasury provided any funds to the of 10% of the liquidation preference.

Enterprises, they each owed Treasury payments of $100 Beginning in 2013, the Enterprises
million per year, based on 10% of the $1 billion liquidation ~Pay quarterly dividends equal to

. . their positive net worths above a
preference on the senior preferred stock Treasury received buffer.
from each Enterprise for entering into the PSPAs. As
Treasury provided funds to the Enterprises under the PSPAs, the required dividend increased to
nearly $19 billion per year from both Enterprises combined (10% of $189.5 billion). As
indicated above, Treasury provided funds to the Enterprises as needed to enable them to pay the
full amount of dividends owed to Treasury. This, in turn, increased the liquidation preferences

certificates required a dividend at an annual rate of 10% of
the liquidation preference, to be paid quarterly. As a result,

and, consequently, the amount of the dividends.
Figure 2 summarizes the funds transferred between Treasury and the Enterprises to date.

Figure 2. Summary of Funds Transferred (as of December 31, 2012)

Fannie Mae Freddie Mac

Draws from Treasury $116.1 billion $71.3 billion

Dividends Paid to Treasury 31.4 billion 23.8 billion

Net” Funds Received from $ 84.7 billion $47.5 billion

Treasury
The greater of $83.9 billion or
Remaining Commitment $124.8 billion less net worth, $140.5 billion
if positive
Amendments to the PSPAs

On February 18, 2009, Treasury announced that it was increasing the amount of its commitment
under the PSPAs from $100 billion to $200 billion per Enterprise “to provide assurance to
market participants that Congress gave these companies a special purpose to support housing
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finance ... [and Treasury] stand[s] firmly behind their ability to provide that support.”'* This
change was memorialized in amendments to the PSPAs dated May 6, 2009.

On December 24, 2009, facing the December 31, 2009, deadline for its HERA authorization to
commit funds to the Enterprises, Treasury again announced that it was increasing its
commitment to support the Enterprises. Treasury committed to provide as much funding as the
Enterprises needed to prevent insolvency through 2012, with a cap for later years.'*

According to Treasury, this formulaic funding cap was intended once again to “leave no
uncertainty about the Treasury’s commitment to support these firms as they continue to play a
vital role in the housing market during this current crisis.”"> Nevertheless, insofar as Treasury
was providing billions of additional dollars to the Enterprises to fund the 10% dividends that
were paid back to Treasury, various market participants raised concerns about depleting the
available commitment amount.

After 2009, Treasury no longer had the statutory authority under HERA to increase the
commitment caps for the Enterprises. However, it did have authority to change other aspects of
the PSPAs. Nearly 17% of total PSPA draws by Fannie Mae and nearly 10% of total PSPA
draws by Freddie Mac had been used to pay the dividends to Treasury through the first quarter of
2012. Treasury decided to focus on ways to ensure that the Enterprises would no longer be
required to take draws just to make dividend payments. A number of options were considered
for reformulating the dividend structure.

In the end, in 2012, Treasury settled on the “positive net

’ . . . Buffer
Woﬁh model, in Wthh il“'reasury would simply take, as: Tk i s b axiamatt O st
dividends, the entire positive net worth of each Enterprise net worth the Enterprises keep under
each quarter. Treasury is phasing in this change by the 2012 Amendments. The buffer
establishing a net worth “buffer” such that net worth VE"aS el $f3 bél(l)llo; forbeaChd .
above the level of the buffer will be paid to Treasury. The nterprise for » 10 be reduce

L o by $600 million each year until

buffer was set at $3 billion for each Enterprise initially, to reaching zero for 2018, when the
be incrementally reduced to zero over five years. If an Enterprises begin paying their entire
Enterprise has positive net worth that is less than the positive net worths as dividends.

buffer, then the dividend payment to Treasury under the
2012 Amendments would be zero.

' Treasury, Statement by Secretary Tim Geithner on Treasury’s Commitment to Fannie Mae and Freddie Mac (Feb.
18, 2009) (online at www.treasury.gov/press-center/press-releases/Pages/tg32.aspx).

14 See Footnote 6 for the calculation of the cap.

'S Treasury, Treasury Issues Update on Status of Support for Housing Programs (Dec. 24, 2009) (online at
www.treasury.gov/press-center/press-releases/Pages/2009122415345924543.aspx).
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As the 2012 Amendments were under consideration, Fannie Mae and Freddie Mac were
experiencing a turnaround in their profitability. Due to rising house prices and reductions in
credit losses, in early August 2012 the Enterprises reported significant income for second quarter
2012. Fannie Mae had net income of $5 billion and Freddie Mac had net income of $3 billion,
and neither required a draw from Treasury under the PSPAs.

On August 17, 2012, less than two weeks after the Enterprises announced their positive quarterly
earnings, Treasury and FHFA announced that they had modified the terms of the PSPAs. In its
press release, Treasury said that the changes would “help expedite the wind down of Fannie Mae
and Freddie Mac, make sure that every dollar of earnings each firm generates is used to benefit
taxpayers, and support the continued flow of mortgage credit during a responsible transition to a
reformed housing finance market.” (See Appendix A for Treasury’s press release.)

The 2012 Amendments modify five areas of the PSPAs. They: (1) change the structure of
dividend payments owed to Treasury; (2) increase the Enterprises’ rate of mortgage asset
reduction; (3) suspend the periodic commitment fee; (4) require that the Enterprises produce
annual risk management plans; and (5) exempt dispositions at fair market value under $250
million from the requirement of Treasury consent. These changes are described in further detail
below.

Changes to the Dividends

As indicated above, the PSPAs’ original dividend rate was 10% of the liquidation preference,
which is equal to the amount that each Enterprise has drawn from Treasury each quarter to keep
its liabilities from exceeding its assets, plus the initial $1 billion commitment fee per Enterprise.
Because of the 10% dividend rate and the large amount drawn in the four years since the
inception of the PSPAs, the Enterprises’ combined dividend obligation had risen to
approximately $19 billion per year in 2012. Even with the Enterprises’ improving financial
conditions, that number is considerable. As Fannie Mae’s CFO was quoted saying, “It’s hard for
me to envision that we would be able to make enough every single quarter to cover the dividend
payment.”'® Thus, even as the Enterprises returned to financial health, they might still have
required draws just to make the dividend payments to Treasury.

The 2012 Amendments significantly altered the structure of the dividend payment, such that the
Enterprises are no longer required to draw funds from Treasury just to pay Treasury dividends.
As of January 1, 2013, the dividend payment is no longer based on a fixed percentage of the
liquidation preference. Instead, the dividend is based on the amount of positive net worth

' Fannie Mae Posts Profit as Home Prices Rise, Wall Street Journal (Aug. 8, 2012) (online at
online.wsj.com/article/SB10000872396390443991704577576913741014248.html).
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reported by each Enterprise.'’ Net worth is the amount by which assets exceed liabilities. For
2013, each Enterprise must pay Treasury the amount of its positive net worth over $3 billion. As
discussed above, this $3 billion buffer will gradually decline—by $600 million per year—until it
disappears in 2018.

In its press release announcing the 2012 Amendments, Treasury called this a full income sweep
of “every dollar of profit that each firm earns going forward.” Treasury noted that this change
would end “the circular practice of the Treasury advancing funds to the [Enterprises] simply to
pay dividends back to Treasury.”

Increase in the Rate of Mortgage Asset Reduction

The PSPAs originally required that each Enterprise reduce its mortgage assets by 10% per year
down to $250 billion. The 2012 Amendments accelerate the reduction to 15% per year. In
announcing the 2012 Amendments, FHFA’s Acting Director indicated that the goal of “the faster
reduction in the retained mortgage portfolio” was to “further reduce risk exposure and simplify
the operations of Fannie Mae and Freddie Mac.” (See Appendix B for FHFA’s press statement.)
As of December 31, 2012, each Enterprise could own mortgage assets valued at no more than
$650 billion. With the 15% reduction rate, the Enterprises would reduce their portfolios to $250
million by 2018, four years earlier than previously scheduled. So far, the Enterprises have met
or exceeded their annual 10% reduction target.

Suspension of the Periodic Commitment Fee

Under the original PSPAs, each Enterprise was supposed to begin paying in 2010 a quarterly
“periodic commitment fee” in an amount to be agreed on by Treasury and the Enterprises. The
amount was never set and Treasury consistently waived the fee, so it was never paid. Although
the 2012 Amendments retain the fee within the PSPAs, they suspend it as long as the new
dividend formulation is in place.

Annual Risk Management Plans

The 2012 Amendments added a new requirement that each Enterprise, under the direction of
FHFA, provide a “risk management plan” to Treasury on December 15th each year starting in
2012. The risk management plan “shall set out [the Enterprise’s] strategy for reducing its
enterprise-wide risk profile and shall describe, in reasonable detail, the actions [the Enterprise]
will take, to reduce both the financial and operational risk associated with each reportable

'7 Net worth is calculated in accordance with Generally Accepted Accounting Principles, commonly known as
GAAP.
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business segment.” In its press release announcing the 2012 Amendments, Treasury indicated
that these plans would “support a thoughtfully managed wind down” of the Enterprises.

Treasury also described the plans as focusing on how each Enterprise intends to “reduce taxpayer
exposure to mortgage credit risk for both its guarantee book of business and retained investment
portfolio.” The Enterprises provided these plans to FHFA for 2012.

Floor for Enterprise Transactions Requiring Treasury Consent

The PSPAs require that the Enterprises obtain Treasury’s consent for certain transactions. Those
transactions requiring consent include any asset dispositions, with a few exceptions. For
example, one exception was that the required mortgage asset reductions by the Enterprises (i.e.,
the annual 10%—now 15%—reductions) do not require Treasury consent. The PSPAs also
excepted any asset dispositions for fair market value “in the ordinary course of business,
consistent with past practice,” presumably to allow the Enterprises to conduct their business
without having to seek Treasury approval for routine transactions. The 2012 Amendments add
an exception to the consent requirement, allowing the Enterprises to dispose of assets or
properties at a fair market value of less than $250 million without seeking Treasury’s approval,
even if the transaction does not fit into the category of “ordinary course of business.” The
Enterprises may still need FHFA approval for the transactions.
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POTENTIAL IMPACTS

I. Potential Financial Impacts

The 2012 Amendments will have an impact on the cash flows to and from Treasury (i.e.,
dividends and draws), the size of the liquidation preference, and the total amount of Treasury
support available to cover Enterprise losses. Some of the key impacts are summarized below.

A. Investors Will Have More Assurance that Treasury’s Commitment Will Cover
Enterprise Needs

The new dividend structure ends the circular practice of Treasury providing the Enterprises
money solely for the purpose of the Enterprises paying dividends to Treasury. This practice had
increased Treasury’s investment, thereby diminishing the amount available to support the
Enterprises. Under the 2012 Amendments, the amount of the total draw and liquidation
preference will not increase as quickly as before, and it is less likely that the cap on Treasury’s
commitment will be reached.

FHFA'’s press statement announcing the 2012 Amendments said that “[a]s Fannie Mae and
Freddie Mac shrink, the continued payment of a fixed dividend could have called into question
the adequacy of the financial commitment contained in the PSPAs.” The change to the dividends
provides the market with greater assurance that the Enterprises will have sufficient capital to
fulfill their obligations on their bonds and MBS, which encourages continued liquidity in the
mortgage market.

B. The Enterprises May Pay More to Treasury than Under the Previous 10% Dividend

Effective in 2013, the Enterprises will pay dividends as long as they have positive net worth
(exceeding the buffer). Whether the new dividend structure results in larger or smaller payments
to Treasury than the previous 10% dividend depends on the level of the Enterprises’ net worth
and the size of the remaining buffer.

For example, Freddie Mac’s dividend obligation to Treasury in March 2013—based on its 2012
year-end net worth of $8.8 billion—will be $5.8 billion. (Because this is the first dividend under

the sweep it reflects the accumulation of positive net worth from prior quarters, and the full
impact of the $3 billion buffer.) Under the 10% dividend, the dividend would have been $1.8
billion for the quarter.
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Absent the buffer, the net payment to Treasury would be greater if positive net worth is above
what the 10% dividend would have been; otherwise the net payment would be the same.'®
Recent experience indicates that quarterly positive net worth greater than the dividend under the
old system is possible. In fact, Fannie Mae and Freddie Mac were able to pay to Treasury their
dividends for the second and third quarters of 2012 (and Freddie Mac was able to pay its
dividend for the fourth quarter of 2012) without any draws under the PSPAs. As a result, over
the long run, the new system could result in larger net payments to Treasury.

Additionally, as discussed below, accounting treatment related to deferred tax assets might result
in substantial one-time dividend payments from each Enterprise to Treasury under the new
system. Furthermore, as also discussed below, infrastructure, operating expenses, and other
costs within the Enterprises’ discretion may affect the generation of positive net worth.

C. Quarterly Net Worth of the Enterprises Will Be Gradually Reduced to Zero

The 2012 Amendments make it impossible for the Enterprises to build up any capital because
their net worths, except for the temporary buffer amount, will be zero after they make each
quarterly dividend payment to Treasury. Treasury’s press release announcing the amendments
stated that with this change, the Enterprises “will not be allowed to retain profits, rebuild capital,
and return to the market in their prior form.”

D. Accounting Treatment Could Result in One-Time Large Dividend Payments to
Treasury

The reformulation of the dividend structure may produce an extraordinary payment to Treasury
when an Enterprise’s net worth is significantly and suddenly enhanced. This could occur due to
the accounting treatment surrounding deferred tax assets. The timing could be different for
Fannie Mae and Freddie Mac as a result of the different tax elections made by each Enterprise.

Generally, a company uses deferred tax assets to offset future taxable income. These assets
typically only have value to the company to the extent that the company expects to generate
taxable income. Deferred tax assets arise from differences in accounting and tax treatment of
assets and liabilities. For example, a deferred tax asset can arise due to differences in the
treatment of credit losses. The Enterprises also hold other types of deferred tax assets such as
low-income housing tax credits that they may be able use in the future.

'8 Here, as of January 1, 2013, “net payment” means dividend payment or draw; prior to January 1, 2013, it meant
dividend payment minus draw.
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In 2008, the Enterprises did not expect to use these assets because they were uncertain that they
would produce future taxable income; indeed, they were experiencing significant losses.
Because the assets were not likely to be used, the Enterprises created valuation allowances—
essentially reserve accounts—to offset their value.'” So long as the Enterprises were unable to
use these tax assets, they would be counterbalanced for accounting purposes by the valuation
allowance.

Much has changed since 2008. The housing market is improving, house prices are rising, and
guarantee fees have been increased, all resulting in greater profitability at Fannie Mae and
Freddie Mac. These positive indicators, should they continue, would mean that the Enterprises
may realize taxable income, and thus would be able to recognize all or a portion of the tax assets.
Moreover, accounting principles require that when a valuation allowance is no longer necessary,
it must be released.

Application of accounting principles may require the Enterprises to reverse their valuation
allowances for some or all of their deferred tax assets. The reversal of an Enterprise’s valuation
allowance could result in a large one-time dividend payment to Treasury.”’ With the net worth
sweep beginning in 2013, a reversal would require the Enterprise to pay to Treasury as a
dividend the full amount of the value of the deferred tax assets recognized on the balance sheet
as positive net worth—minus whatever portion of the $3 billion buffer is in effect at the time.

On March 14, 2013, Fannie Mae disclosed that it was analyzing whether conditions existed as of
December 31, 2012, that would require it to release any portion of its valuation allowance in the
fourth quarter of 2012, and that a release would have a material impact on its 2012 financial
statements and result in a significant dividend payment to Treasury. Fannie Mae also said if it
did not release its valuation allowance in the fourth quarter of 2012, it would continue to analyze
the need to release it in future periods. Freddie Mac has said that it continues to maintain a
valuation allowance as of December 31, 2012, and it is possible that, in future periods, it will
assess the need for a reduction of its valuation allowance, which could have a material effect on
its financial position.

"% Financial Accounting Standards Board (FASB) provides that a “valuation allowance is recognized if, based on the
weight of available evidence, it is more likely than not that some portion or all of the deferred tax asset will not be
realized” (emphasis in original). FASB No. 109, at 5 (Feb. 1992) (online at www.fasb.org/pdf/fas109.pdf).

%% These amounts were effectively funded in part by Treasury as the Enterprises drew funds under the PSPAs.
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Figure 3 shows the Enterprises’ valuation allowances.”'

Figure 3. Valuation Allowance Related to Deferred Tax Assets

Fannie Mae Freddie Mac
(as of September 30, 2012) (as of December 31, 2012)
Valuation Allowance $61.5 billion* $31.7 billion

Conditions could worsen, however. If, after reversing a valuation allowance, an Enterprise again
begins to lose money it may be required under the accounting rules to establish another valuation
allowance for its deferred tax assets. Such an allowance would magnify negative net worth and
could require another significant draw from Treasury to avoid insolvency. This in turn would
trigger a reduction in Treasury’s remaining commitment level for the Enterprise.

I1. Potential Management Ramifications
A. Infrastructure and Operating Expenses

In overseeing the Enterprises, FHFA has to balance its responsibilities for maintaining the
viability of the Enterprises and for protecting the interests of taxpayers. As noted above, the
sweep may return more funds to taxpayers sooner than the previous 10% dividend. However,
this change in the dividend structure may heighten the need for FHFA’s scrutiny. Even prudent
and necessary expenditures can reduce the amount of the sweep. The Enterprises might choose
to make significant expenditures to upgrade their information technology systems or physical
plants. From a business point of view, money spent upfront could be justified by return on
investment over many years. Yet, the future role of the Enterprises is uncertain. At the same
time, taxpayers could benefit from the Enterprises’ potentially greater capacity and efficiency in
managing the secondary mortgage market functions. Of course, wasteful expenditures would
inappropriately reduce the amount of the sweep.

FHFA could mitigate such risk of wasteful expenditures through strong oversight, including
effective implementation of its recent requirement for the Enterprises to submit their budgets for
review.

! The amount of the valuation allowance is expected to be reduced over time as credit losses decrease.

22 On March 14, 2013, Fannie Mae reported that it was unable to file its Form 10-K for the year ended December 31,
2012, by the filing deadline because it needed to analyze whether, under generally accepted accounting principles, it
needed to release any portion of its valuation allowance on its deferred tax assets. It estimated its valuation
allowance on deferred tax assets to be $61.5 billion as of September 30, 2012.
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B. Possible Negative Impact of Accelerated Reduction of Illiquid Assets in the Retained
Portfolios

The faster reduction in the Enterprises’ retained mortgage portfolios required by the 2012
Amendments is intended to reduce their risk exposure and simplify their operations. However,
as the Enterprises decrease their portfolios, they may be required to sell less liquid assets at
unfavorable prices.

The Enterprises’ portfolios typically shrink as mortgagors prepay or the Enterprises sell their
holdings. The Enterprises may comply with the mandated reductions that exceed prepayments
by selling assets that are readily marketable such as their own MBS, while continuing to hold
non-performing whole mortgages or certain private-label MBS that are more difficult to sell. At
the same time, many of the mortgages the Enterprises are now adding to their portfolios are
delinquent loans that have been removed from their MBS under guarantee programs. FHFA has
observed that as the Enterprises’ retained portfolios are becoming smaller, they also are
becoming less liquid.

The assets in the Enterprises’ portfolios can be categorized as liquid or illiquid in different ways.
For example, from 2009 to mid-2012, readily marketable MBS declined substantially as a
percentage of both Fannie Mae’s and Freddie Mac’s portfolios, whereas, their whole loans—at
least half of which were distressed as of June 30, 2012—rose.”

In a similar vein, Freddie Mac reported that 35% of its portfolio consisted of illiquid assets (such
as seriously delinquent and modified mortgages removed from its MBS, and private-label MBS
backed by subprime loans) at the end of 2012, up from 29% in 2011. The company attributed
the increase primarily to the faster rate at which Enterprise MBS were prepaying relative to other
assets. The future value of distressed assets is unpredictable. Freddie Mac said it, “can provide
no assurance that the cap on [its] mortgage-related investments portfolio will not, over time,

force [it] to sell mortgage assets at unattractive prices.””*

III. Preserving Options for Future Permanent Reforms
The announcement of the 2012 Amendments emphasized three overarching themes:

e Benefit to taxpayers;

3 See OIG, The Housing Government-Sponsored Enterprises’ Challenges in Managing Interest Rate Risks, WPR-
2013-01 (Mar. 11, 2013) (online at www.fhfaoig.gov/Content/Files/WPR-2013-01_2.pdf).

2% Freddie Mac, Form 10-K for the Fiscal Year Ended December 31, 2012, at 32, 56 (Feb. 28, 2013) (online at
www.freddiemac.com/investors/er/pdf/10k 022813.pdf).
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e Continued flow of mortgage credit; and
e Wind down of the Enterprises.

To some extent, the 2012 Amendments provide the mechanisms to achieve these goals. For
example, as discussed earlier, the replacement of the 10% dividend with the sweep of quarterly
net worth may result in more money being returned to Treasury and hence to taxpayers. The
elimination of the circularity of financing the dividend also reduces the erosion of Treasury’s
remaining commitment level, thus shoring up its reassurance to investors and promoting the
continued flow of mortgage credit.

Additionally, the 2012 Amendments accelerate the wind down of the Enterprises’ retained
mortgage investment portfolios. However, they do not wind down the Enterprises’ securitization
business. Indeed, that side of their businesses may continue to prosper, at least in the near term,
as a result of improvements in the mortgage markets and recent increases in guarantee fees.*

Fundamentally, the 2012 Amendments position the Enterprises to function in a holding pattern,
awaiting major policy decisions in the future.

** Generally, increases of the Enterprises’ guarantee fees will increase their earnings in the short term (although they
may attract private competitors in the longer term). However, legislation required proceeds from a 2012 increase in
guarantee fees of 10 basis points to be remitted to Treasury to fund the now-expired payroll tax cut.

Federal Housing Finance Agency Office of Inspector General ¢ WPR-2013-002 ¢ March 20, 2013

19



Case 1:15-cv-00708-GMS Document 69-1 Filed 06/16/17 Page 186 of 205 PagelD #: 2142

CONCLUSION

Treasury’s announcement of the 2012 PSPA Amendments said that the changes would “make
sure that every dollar of earnings” the Enterprises generate would be “used to benefit taxpayers,”
“support the continued flow of mortgage credit,” and “help expedite the[ir] wind down.”

Ending the circularity of draws from Treasury to pay dividends increases the likelihood that
ample funds will remain available for Treasury support of the Enterprises, if such support
becomes necessary. The change in the dividend structure also will affect quarterly payments to
Treasury, potentially resulting in the Enterprises returning more money to federal taxpayers
sooner. Indeed, because of accounting treatment, sustained profitability of the Enterprises could
result in one-time large dividend payments to Treasury from each Enterprise. However, the
significance of the impact of the change in the dividend structure depends on a variety of factors,
including the magnitude of fluctuations in the Enterprises’ net worth. Further, increasing the rate
at which the Enterprises shrink their retained mortgage portfolios may pose challenges as the
remaining investments are less liquid. At the same time, this will reduce risk.

Although the 2012 Amendments more quickly reduce the Enterprises’ investments, they do not
diminish their importance in the housing finance system. Accordingly, the changes to the PSPAs
help to safeguard future policymakers’ options to reform the role of the Enterprises in the
nation’s secondary mortgage market.
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SCOPE AND METHODOLOGY

The objective of this report was to:
1. Describe the 2012 Amendments to the PSPAs;
2. Examine the goals of the 2012 Amendments; and
3. Assess their potential impacts.

To address this objective, OIG:

e Reviewed the PSPAs and amendments thereto; the stock certificates received by
Treasury from the Enterprises; press releases from FHFA and Treasury; public
statements made by the Enterprises including their financial disclosures; FHFA’s 4
Strategic Plan for Enterprise Conservatorships; and pronouncements from the
Financial Accounting Standards Board;

e Interviewed senior FHFA officials;
e Interviewed senior Enterprise staff;
¢ Interviewed senior Treasury officials; and

e Conducted quantitative analysis of potential financial impacts of the change in the
PSPA dividend structure based on a variety of scenarios.

This report was prepared under the authority of the Inspector General Act and in accordance with
the Quality Standards for Inspection and Evaluation (January 2012), which were promulgated by
the Council of the Inspectors General on Integrity and Efficiency. These standards require OIG
to plan and perform an evaluation that obtains evidence sufficient to provide a reasonable basis
to support the findings made herein. OIG believes that the analysis and conclusions discussed in
this report meet these standards.

The performance period for this study was from August 2012 to March 2013.
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APPENDIX A:
Treasury Press Release

Treasury Department Announces Further Steps to Expedite Wind Down of Fannie
Mae and Freddie Mac

8/17/2012

Modifications to Preferred Stock Purchase Agreements Will Make Sure That Every Dollar of Earnings Fannie Mae
and Freddie Mac Generate Will Benefit Taxpayers

Announcement Will Support the Continued Flow of Mortgage Credit
during a Responsible Transition to a Reformed Housing Finance Market

WASHINGTON -- The U.S. Department of the Treasury today announced a set of modifications to the Preferred
Stock Purchase Agreements (PSPAs) between the Treasury Department and the Federal Housing Finance Agency
(FHFA) as conservator of Fannie Mae and Freddie Mac (the Government Sponsored Enterprises or GSEs) that will
help expedite the wind down of Fannie Mae and Freddie Mac, make sure that every dollar of earnings each firm
generates is used to benefit taxpayers, and support the continued flow of mortgage credit during a responsible
transition to a reformed housing finance market.

“With today’s announcement, we are taking the next step toward responsibly winding down Fannie Mae and Freddie
Mac, while continuing to support the necessary process of repair and recovery in the housing market,” said Michael
Stegman, Counselor to the Secretary of the Treasury for Housing Finance Policy. “As we continue to work toward bi-
partisan housing finance reform, we are committed to putting in place measures right now that support continued
access to mortgage credit for American families, promote a responsible transition, and protect taxpayer interests.”

The modifications to the PSPAs announced today are consistent with FHFA'’s strategic plan for the conservatorship of
Fannie Mae and Freddie Mac that it released in February 2012. The modifications include the following key

components:

Accelerated Wind Down of the Retained Mortgage Investment Portfolios at Fannie Mae and Freddie Mac

The agreements require an accelerated reduction of Fannie Mae and Freddie Mac’s investment portfolios. Those
portfolios will now be wound down at an annual rate of 15 percent — an increase from the 10 percent annual reduction
required in the previous agreements. As a result of this change, the GSEs’ investment portfolios must be reduced to
the $250 billion target set in the previous agreements four years earlier than previously scheduled.

Annual Taxpayer Protection Plan

To support a thoughtfully managed wind down, the agreements require that on an annual basis, each GSE will —
under the direction of their conservator, the Federal Housing Finance Agency — submit a plan to Treasury on its
actions to reduce taxpayer exposure to mortgage credit risk for both its guarantee book of business and retained
investment portfolio.
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Full Income Sweep of All Future Fannie Mae and Freddie Mac Earnings to Benefit Taxpayers for Their
Investment

The agreements will replace the 10 percent dividend payments made to Treasury on its preferred stock investments
in Fannie Mae and Freddie Mac with a quarterly sweep of every dollar of profit that each firm earns going forward.

This will help achieve several important objectives, including:

e Making sure that every dollar of earnings that Fannie Mae and Freddie Mac generate will be used to benefit
taxpayers for their investment in those firms.

e Ending the circular practice of the Treasury advancing funds to the GSEs simply to pay dividends back to
Treasury.

e Acting upon the commitment made in the Administration’s 2011 White Paper that the GSEs will be wound
down and will not be allowed to retain profits, rebuild capital, and return to the market in their prior form.

e Supporting the continued flow of mortgage credit by providing borrowers, market participants, and taxpayers
with additional confidence in the ability of the GSEs to meet their commitments while operating under
conservatorship.

e Providing greater market certainty regarding the financial strength of the GSEs.

For a copy of the modification agreements for the PSPAs, please visit, link and link.
-
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APPENDIX B:
FHFA Press Statement

FEDERAL HOUSING FINANCE AGENCY

For lmediate Release Contact: CorinneBusall  (202) 6g9-3030
Aupust 17. 2012 Srefanie Johnsen (2020 64g-3030

Statement of FHFA Acting Director Edward J. DeMarco On
Changes to Fannie Mae and Freddie Mac
Preferred Stock Purchase Agreements

“The steps taken teday between the Federal Housing Finance Agency (FHFA), as conservator of
Fannie Mae and Freddie Mae, and the U.S. Department of the Treasury to amend the Preferred
Stock Purchase Agresments (PSPAs) are important for ensuring stability in the lousing finance
mearket, These steps reaffinm our commitment to move forward with the components of the
Strategic Plan for the Conservatorships of Fannie Mae and Freddie Mac, which includes
buailding for the fature, gradually contracting their operations, and mantaning foreclosure
prevention activities and credit avatlability. Replacing the current fixed dividend in the PSPAs
with a variable dividend based on net worth will help to ensure stability, fully capture financial
benefits for taxpavers, and eliminate the need for Fannie Mae and Freddie Mac to continue to
borrow from the Treasury Departinent to pay dividends.  As Fannie Mae and Freddie Mae
shrink, the contimaed payment of a fived dividend could have called into question the adequacy
of the financial :nnmutmenl contained in the PSPAs.  In addition, the faster reduction in the
retained mortgage portfolio will further reduce nisk exposure and smiphfy the operations of
Fannie hlae and Freddie Mac.

“These changes provide certainty to Fannie Mae, Freddie Mac and market participants s they
continue to perform their eritical mission of providing liquidity and stability to the country’s
housing 1:|.1rkr1 The steps today are also important as Congress and poticvmakers contenplate
the future of Fannie Mae and Freddie Mac.”

Lick to FHEA Strafesic Plag for the Conacivatorshins of Fanuie Mae sud Freddie 3

The Federal Housing Firance Agerey regulotes Faanse Mue, Freddie Mac and the 12 Federal Hame Loan Barbs.
These government-spossored nummmmmm;ﬂdm 1o n-iIIlm in funding for the U5 morigage markes

Federal Housing Finance Agency Office of Inspector General ¢ WPR-2013-002 ¢ March 20, 2013
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ADDITIONAL INFORMATION AND COPIES

For additional copies of this report:
Call OIG at: 202-730-0880
Fax your request to: 202-318-0239

Visit the OIG website at: www.thfaoig.eov

To report alleged fraud, waste, abuse, mismanagement, or any other kind of criminal or
noncriminal misconduct relative to FHFA’s programs or operations:

Call our Hotline at: 1-800-793-7724
Fax your written complaint to: 202-318-0358

E-mail us at: oighotline@fhfaoig.gov

Write to us at: FHFA Office of Inspector General
Attn: Office of Investigation — Hotline
400 Seventh Street, S.W.
Washington, DC 20024

Federal Housing Finance Agency Office of Inspector General ¢ WPR-2013-002 ¢ March 20, 2013
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

December 20, 2010
ACTION MEMORANDUM FOR SECRETARYX GEITHNER

FROM: Jeffrey A. Goldstein
Under Secretary for Domestic Finance

SUBJECT:  Periodic Commitment Fee for GSE Preferred Stock Purchase Agreements (PSPAs)
Recommendation
That ydu waive the Periodic Commitment Fee (PCF) for 2011 and reconsider next year.

/ Approve Disapprove Let’s Discuss

Background:

e The amended PSPA agreements between Treasury and GSEs specify that a Periodic Commitment
Fee (PCF) be set by December 31, 2010.

e The date for setting the PCF was previously moved from December 31, 2009 to December 31,
2010 as part of the broader amendments to the PSPAs on December 24, 2009. Therefore, no PCF
has been set or paid to date.

e Treasury may waive the PCF for one year at a time in its sole discretion based on adverse
conditions in the mortgage market.

e The PCF is to be mutually agreed to by Treasury and FHFA, in consultation with the Federal
Reserve. The PCF was designed to fully compensate Treasury for providing its ongoing financial
commitment.

Considerations:
Reasons to Waive the PCF for 2011

Housing markets remain fragile
e Private capital has yet to return to the market
o Fannie Mae, Freddie Mac, and FHA/GNMA currently account for over 95% of mortgage
originations — the historic average is around 40%
o The spread between prime jumbos and conforming mortgages is still elevated and is
currently around 100 basis points — the historic average is closer to 20 basis points
o Since September 2008, there has only been one private label new issue securitization to
come to the market (Redwood Sequoia deal)
Nearly 11 million borrowers are underwater on their mortgages
Mortgage delinquency rates remain elevated (5.2% for prime, 36.5% for subprime, and 11.9% for
FHA)
e Foreclosure starts and completions remain elevated

1

TREASURY-0201



Case 1:16a3e(DI68&:EMDSBHtUMeMEhefil28-66/EGE 1 7HGE 3 9P a2 (5 40ed #: 2150

Given the size of current GSE draws, imposing a PCF would only lead to increased Treasury draws
and not generate increased return for the taxpayer
e According to the FHFA stress tests in the base case, both GSEs are expected to require additional
draws through the end of 2011 to cover net income losses and required dividend payments
(although projected draws are < $1 billion for Freddie Mac in Q3 and Q4) (see appendix)

Other than timing, no real additional taxpayer value is created
e Even if the GSEs generated positive surplus of net income after dividends, that surplus can be
used to offset potential draws in future quarters

Potentially confusing message to the market
e Last year we stated that the fragility of the housing market was one of the rationales for
postponing setting the commitment fee; by setting the fee this year (at any level), we could be
viewed as implicitly making an affirmative statement on the health of the housing market

Waiving the PCF for 2011 preserves full optionality to set the PCF next year if housing markets are
more stable and if the GSEs are generating positive net income in excess of their dividend
commitments

Reasons to Set the PCF
e Makes clear the Administration’s commitment to ensure existing common equity holders will not
have access to any positive earnings from the GSEs in the future

e Jllustrates further commitment to recouping taxpayer support

If you decided to set the PCF, there are two potential options:

Option 1 — Set the PCF as a percentage of the liquidation preference of the outstanding preferred stock
Option 2 — Set the PCF equal to any generated positive net income (subject to further legal review)
These would have to be mutually agreed by FHFA in consultation with the Federal Reserve

2
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Table 2: Dividends on Enterprise Draws from Treasury”
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(S billions)
Freddie Mac Fannie Mae
. . . Cumulative Dividends . Cumulative

Quarter Dividends Accrued Date Paid Dividends Paid? Accrued Date Paid Dividends Paid?

2008 Q4 $0.167 12/31/2008 $0.173 $0.025 12/31/2008 $0.031
2009 Q1 0.370 3/31/2009 0.543 0.025 3/31/2009 0.056
2009 Q2 1.149 6/30/2009 1.692 0.409 6/30/2009 0.465
2009 Q3 1.294 9/30/2009 2.986 0.885 9/30/2009 1.350
2009 Q4 1.293 12/31/2009 4.278 1.150 12/31/2009 2.501
2010 Q1 1.293 3/31/2010 5.571 1.527 3/31/2010 4.028
2010 Q2 1.293 6/30/2010 6.863 1.909 6/30/2010 5.937
2010 Q3 1.560 9/30/2010 8.424 2.117 9/30/2010 8.055
2010 Q4 1.603 12/31/2010 10.027 2.153 12/31/2010 10.207
2011 Q1 1.605 3/31/2011 11.632 2.216 3/31/2011 12.424
2011 Q2 1.618 6/30/2011 13.249 2.281 6/30/2011 14.705
2011 Q3 1.618 9/30/2011 14.867 2.495 9/30/2011 17.199
2011 Q4 1.655 12/31/2011 16.522 2.621 12/31/2011 19.821
2012 Q1 1.808 3/31/2012 18.329 2.819 3/31/2012 22.639
2012 Q2 1.808 6/30/2012 20.137 2.931 6/30/2012 25.571
2012 Q3 1.808 9/28/2012 21.946 2.929 9/28/2012 28.499
2012 Q4 1.808 12/31/2012 23.754 2.929 12/31/2012 31.428
2013 Q1 5.826 3/29/2013 29.580 4.224 3/29/2013 35.652
2013 Q2 6.971 6/28/2013 36.552 59.368 6/28/2013 95.020
2013 Q3 4.357 9/30/2013 40.909 10.243 9/30/2013 105.263
2013 Q4 30.436 12/31/2013 71.345 8.617 12/31/2013 113.880
2014 Q1 10.435 3/31/2014 81.780 7.192 3/31/2014 121.072
2014 Q2 4.499 6/30/2014 86.279 5.692 6/30/2014 126.764
2014 Q3 1.890 9/30/2014 88.164 3.712 9/30/2014 130.469
2014 Q4 2.786 12/31/2014 90.955 3.999 12/31/2014 134.474

N/A = not applicable; TBD = to be determined but not later than 6/30/2017

! As set forth in the Third Amendment to the Amended and Restated Senior Preferred Stock Purchase Agreement, between January 1, 2013 and December 31, 2017, dividend

amounts will be the Net Worth Amount at the end of the immediately preceding fiscal quarter minus the applicable capital reserve amount. The 2013 capital reserve amount of

S$3 billion will be reduced by $600 million each calendar year until it reaches zero on January 1, 2018.
> Dividends accrued may not add up to cumulative dividends due to rounding.

(Table continued on next page)
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2015 Q1 0.851 3/31/2015 91.807 1.920 3/31/2015 136.394
2015 Q2 0.746 6/30/2015 92.552 1.796 6/30/2015 138.190
2015 Q3 3.913 9/30/2015 96.466 4.359 9/30/2015 142.549
2015 Q4 0.000 N/A 96.466 2.202 12/31/2015 144.751
2016 Q1 1.740 3/31/2016 98.206 2.859 3/31/2016 147.610
2016 Q2 0.000 N/A 98.206 0.919 6/30/2016 148.529
2016 Q3 0.933 9/30/2016 99.138 2.869 9/30/2016 151.398
2016 Q4 2.310 12/30/2016 101.448 2.976 12/30/2016 154.375
2017 Q1 4.476 3/31/2017 105.923 5.471 3/31/2017 159.846
2017 Q2 2.234 TBD 108.158 2.779 TBD 162.625
Cumulative Dividends Paid by Both Enterprises® $270,783

Source: Freddie Mac and Fannie Mae
N/A = not applicable; TBD = to be determined but not later than 6/30/2017

* Cumulative dividends paid may not add up to cumulative dividends paid by both Enterprises due to rounding.
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Chapter 4

RESTITUTION

Analysis
A. THE NATURE OF RESTITUTION

Sec.

4.1 Restitution and Unjust Enrichment.

4.9 Restitution at Law—Terminology and Development.
43 Restitution in Equity—Terminology and Procedure.
4.4 Specific and Substitutionary Restitution.

4.5 Measurement of Restitution.

B. DEFENSES AND LIMITATIONS

4.6 Defendant’s Change of Position.

47 Bona Fide Purchasers for Value and Discharge for Value.
48 The Requirement of Restoration or Tender by the Plaintiff.
4.9 Unsolicited Benefits—Volunteers and Intermeddlers.

A. THE NATURE OF RESTITUTION

§ 4.1 Restitution and Unjust Enrichment

§ 4.1(1) Core Ideas of Restitution

Definitions and Goals

Defendant’s gains, not plaintiff’s losses. Restitution is a large,
diverse and important topic with a significant literature of its own.!

§ 4.1(1)

1. The leading contemporary work is
Professor George Palmer’s four-volume
treatise. G. Palmer, Law of Restitution 4
vols. 1978 & Supps.). The Restatement of
Restitution (1937) is still in use by the
courts and writers. See also J. Dawson,
Unjust Enrichment (1951); G. Douthwaite,
Attorney’s Guide to Restitution (1977); R.
Goff and G. Jones, The Law of Restitution
60 (2d ed. 1978) (English); G. Fridman & J.
McLeod, Restitution (1982) (Canadian, with
some references to other North American
authorities); International Encyclopedia of
Comparative Law, Restitution—Unjust En-
richment and Negotiorum Gestio (Vol. X),
including Palmer, History of Restitution in

Anglo-American Law (Chapter 3) (1989);
Englard, Restitution of Benefits Conferred
without Obligation (Chapter 5) (1991); and
Stoljar, Negotiorum Gestio (Chapter 1984).
Other works are listed in Wade, The Liter-
ature of the Law of Restitution, 19 Hast.
L.J. 1087 (1968).

Among recent articles dealing with
broader issues in restitution are Dawson,
The Self-Serving Intermeddler, 87 Harv.
L.Rev. 1409 (1974); Dawson, Judicial Revi-
gion of Frustrated Contracts: The United
States, 64 BU.L.Rev. 1 (1984); Dawson,
Restitution  without Enrichment, 61
B.U.L.Rev. 563 (1981); Farnsworth, Your
Loss or My Gain? The Dilemma of the
Disgorgement Principle in Breach of Con-

550
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§ 4.1(1) CORE IDEAS ' 551

Most generalizations about restitution are trustworthy only so long as
they are not very meaningful, and meaningful only so long as they are

‘not very trustworthy. There are, however, some core ideas.

Although the term restitution is used in criminal as well as civil
cases, this chapter deals with restitution only in the civil sense.? The
word restitution means restoration. Restitution is a return or restora-
tion of what the defendant has gained in a transaction. It may be a
return of a specific thing or it may be a “return” of a money substitute
for that thing. For example, if the defendant fraudulently obtains title
to Blackacre from the plaintiff, the plaintiff may be entitled to specific
restitution of Blackacre itself. If the defendant has in the meantime
sold Blackacre to an innocent purchaser, the plaintiff may be entitled
to restitution in money.

Money restitution in excess of damages. Sometimes a restitution-
ary recovery is more desirable for the plaintiff than a recovery of
damages. - Suppose the defendant steals the plaintiff’s watch, the value
of which was admittedly only $10. The defendant is able to sell the
watch for more than its value, say $20. The plaintiff’s loss is a watch
valded at $10 and his damages recovery measured by loss is $10. But
the defendant’s gain is $20 and the plaintiff’s restitutionary recovery
measured by that gain is $20. In this example, the plaintiff is entitled
to restitution® Not all restitution is in money as it is in the watch
example. The watch example shows, however, that when restitution is
made in money, the restitution remedy can yield results quite different
from the money remedy called damages.

Unjust enrichment basis of restitution claims. Restitution is a
simple word but a difficult subject, partly because restitutionary ideas
appear in many guises.! In spite of their diversity, restitution claims

tract, 94 Yale L.J. 1339 (19856); Friedmann,
Restitution of Benefits Obtained Through
the Appropriation of Property or the Com-
mission of a Wrong, 80 Colum.LRev. 504
(1980); Kovacic, A Proposal to Simplify
Quantum Meruit Litigation, 35 Am.
U.LRev. 547 (1986); Laycock, The Scope
and Significance of Restitution, 65 Tex.
LRev. 1277 (1989); Levmore, Explaining
Restitution, 71 Va.L.Rev. 65 (1985) (eco-
nomic analysis of restitution issues); Lit-
man, The Emergence of Unjust Enrich-
ment as a Cause of Action and the Remedy
of Constructive Trust, 26 Alberta L.Rev.
407 (1988).

A number of other articles deal with
particular issues or settings in restitution,
sometimes with useful observations about
restitution in general. E.g., Galligan, Ex-
tra Work in Construction Cases: Restitu-
tion, Relationship, and Revision, 63 Tulane
L.Rev. 799 (1989). Substantive aspects of

Dobbs-Remedies 2d PTS—14
Vol 1

restitution are often involved in articles on
contracts and sometimes torts.

2. Judges and lawyers sometimes speak
of a convicted criminal’s duty to make res-
titution to his victim as a condition of
probation or other leniency in the sen-
tence. Restitution in this sense often only
means compensation for actual losses suf-
fered by the criminal’s victim, not neces-
sarily a restoration of gains received, al-
though the two may come to the same
thing in many instances. Restitution in
criminal cases has little relationship to res-
titution in civil cases as covered in this
chapter,

3. See § 5.18 below.

4. For example, a restitution claim may
be familiar under another name. The
claims for contribution and indemnity,
which are restitutionary claims, are like
this. See II G. Palmer, Law of Restitution

§ 10.6 (1978 & Supps.). Courts may allow
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are bound by a major unifying thread. Their purpose is to prevent the
defendant’s unjust enrichment by recapturing the gains the defendant
secured in a transaction.? :

Substantive and remedial sides of unjust enrichment. Unjust en-
richment has both a substantive and a remedial aspect. The substan-
tive question is whether the plaintiff has a right at all, that is, whether
the defendant is unjustly enriched by legal standards. Sometimes
unjust enrichment is so obvious that it is not important in the analysis:
if the defendant steals the plaintiff’s watch, he must restore it. The
defendant in such a case is a wrongdoer and the plaintiff has title to the
goods. Tort and title make the unjust enrichment clear.

When the defendant gains advantages without tort or breach of
contract, the substantive question of unjust enrichment is often not so
easy to answer. I might save your house by putting out a fire, thus
giving you an advantage or benefit, but in the absence of additional
facts it is not clear that you are unjustly enriched. The question raised
by such cases is mainly substantive and only slightly remedial. The
purely remedial questions are different, The remedial question is
concerned first with whether, among the remedies possible, restitution
is an appropriate or the most appropriate choice. Second, because the
defendant’s gains can often be measured in different ways, the remedial
question is concerned with the appropriate measure or form of restitu-
tion.®

Applications

Contract breach; unenforceable contracts. Restitution is often an

- appropriate remedy for breach of an enforceable contract, whether or

not there is a “rescission” of that contract.’ Suppose the plaintiff
partly performs a contract before the defendant breaches. Restitution
for the value of the plaintiff's performance is an alternative to the
ordinary damages remedy. When the contract itself is unenforceable,
restitution is usually the only remedy available for benefits the plaintiff
has conferred upon a defendant in part performance. For instance, if
the plaintiff partly performs an agreement that is unenforceable be-
cause of the statute of frauds, the plaintiff may have restitution for the
value of his performance® The same is true when the contract is
unenforceable because one party is a minor,® or because the contract
has become impracticable of performance.’ Sometimes restitution is
available, too, when the contract is illegal .t

a restitutionary recovery without mention- 6. The distinctions observed in this )

ing restitution or any of the words associat- paragraph are developed in more detail in
ed with it. E.g., Popp v. Gountanis, 221 § 4.1(2) below.

Mont. 267, 718 P.2d 340 (1986). See 7. See generally § 12.7 below.

§ 4.1(2) below, classifying and illustrating 8. See § 13.2 below.

a range of restitution cases. 9. See § 13.4 below.

5. Restatement of Restitution §1 10. See § 13.3 below.
(1937). - 11, See § 13.6 below.
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Mistake. Benefits conferred by mistake often provide grounds for
restitution of the benefits. A plaintiff who enters into a contract with
the defendant under an important mutual mistake may be able to avoid
the contract altogether and recover back any benefits he has conferred
in performing.’? For example, the plaintiff might recover any prepay-

“ments he has made on the purchase price.

Quite aside from such mutual mistake, the plaintiff may transfer
money or property under a unilateral mistake, as where he mistakenly
overpays money due under a contract or mistakenly delivers a package
to the wrong person. Restitution of the money overpaid or the package
delivered is the normal rule in such cases.”® A very similar rule is that
the plaintiff is entitled to restitution of money paid to satisfy a
judgment that is subsequently reversed or vacated.™

Torts and subtortious wrongs. One whose money or property is
taken by fraud ® or embezzlement,'® or by conversion,” is entitled to
restitution measured by the defendant’s gain if the victim prefers that
remedy to the damages remedy. Breach of fiduciary duty of any kind,
if it yields gains to the fiduciary, is a favorite ground for restitution.’®
The plaintiff whose copyright * or trademark ® is infringed is likewise
commonly awarded restitution based on the gains to the infringer in
the form of profits from the infringement.

Almost any kind of case in which the defendant gains from the
plaintiff and in which it would be unjust or impolitic to permit the
defendant to retain the gain is a good candidate for a restitutionary
recovery. Defendant’s gains from tortious interference with the plain-
tiffs contract,?* or from commercial or political bribery,? from undue
influence or duress ? are all recoverable as restitution in a proper case.

Other cases. Most restitution cases fall into one of the categories
just listed; they provide a return to the plaintiff of benefits conferred in
connection with contracts, enforceable or not, in connection with mis-
takes, and in connection with torts and wrongs.. But restitution is
open-ended; it is not limited definitionally to such cases. The plaintiff
may confer a benefit upon the defendant without mistake and without
wrongdoing or breach of an agreement by the defendant. In many such
cases the plaintiff will be denied restitution in spite of the defendant’s

unjust enrichment because it will be important to protect the defen-

12. See §§ 11.3-11.5 below. 18. See Douthwaite, Profits and Their
13. E.g., Blue Cross Health Servs, Inc. Recovery, 15 VillLL.Rev. 346 (1970). -

v. Sauer, 800 S.W.2d 72, 756 (Mo.App.1990);
§ 11.7 below (mistake in performance). 19. See § 6.3(4) below.
20. See § 6.4(4) below.

14. E.g., Mathison v. Clearwater Coun-
ty Welfare Dept., 412 N.W.2d 812 (Minn. 21, See § 6.6(3) below.

App.1987).
15. See § 9.3 below. 22. See § 106 below.

16. See § 6.1 below. 23 See § 10.2 below.
17. See § 5.18 below.
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dant’s right to choose for himself what benefits he wants.2 But if the
defendant’s right of choice is not in issue, the plaintiff may be entitled
to restitution even when he has intentionally conferred a benefit,
without mistake, tort or contract breach. For instance, the doctor who
provides medical attention to an unconscious person she has never seen
before is entitled to recover for the benefit conferred.?

Measuring Benefits for Restitution

Different measures. As with damages, restitution can be measured
in different ways. Some of the different ways in which benefits to a
defendant can be measured come in for discussion later in this chap-
ter.® The most obvious benefit measure is the objective or market
value of some asset which the defendant has but which in some
relevant sense belongs to the plaintiff. However, restitution may be
measured in some other ways. One of those ways must be explained
here to show the basic scope and meaning of restitution.

Identifying benefits with the gains they produce. Suppose a thief
takes the plaintiff’s $10 watch and sells it for $20. The thief is liable
for $20, as “restitution.” One possible justification for this result is
that we think the thief’s sale price is good evidence of the actual value
of the watch, in which case $20 would represent damages for the
plaintiff’s loss. But even if the plaintiff concedes that the watch was
only worth $10, he can recover the $20 as restitution. Why is such a
recovery considered to be restitution or “restoration”? How can the
plaintiff be “restored” to $20 when what he had in the first place was a
$10 watch? If the thief still had the watch, restoration might be in
specie through the action of replevin which would give the watch' itself
back to the plaintiff. Since the thief no longer has the watch, one
might think of restoration in terms of its money value, but that is only
$10.

The defendant is liable for the $20 because the fund of $20 is
perceived as a gain produced by the plaintiff’s property. By identifying
the $20 as-a product of the plaintiff’s property, we can think of it as a
replacement or substitute for the property. The plaintiff entitled to
recover the watch is equally entitled to recover whatever is produced by
or substituted for the watch.

" This is a potent principle of great value and wide application. It
does not mean that the plaintiff will invariably be entitled to restitu-
tion or that restitution will always be measured so favorably. But
when restitution is appropriate at all, this principle by which the
plaintiff’s entitlements are identified with the defendant’s gains may
provide the plaintiff with a remedy far superior to any other.?”’

24. See § 4.9 below. 27. As the éxamiple in the text indi-
25. See § 4.1(2) below, analyzing this cates, to recover the defendant’s gains may

: - be to recover a greater sum of money.
kind of case and giving further examples. Other advantages include the possibility of

26. See §§ 4.1(4) & 4.5 below. making a monetary recovery when the
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Relation of Restitution to Damages

Remedial differences. Restitution measures the remedy by the
defendant’s gain and seeks to force disgorgement of that gain. It
differs in its goal or principle from damages, which measures the
remedy by the plaintiff’s loss and seeks to provide compensation for
that loss.?® As the watch example shows, in some cases the defendant

gains more than the plaintiff loses,
in practice as well as in principle.

so that the two remedies may differ
The plaintiff may be able to claim

whichever remedy is more advantageous.

Remedial similarities. Although restitution differs from damages,
the two remedies can produce exactly the same result in some situa-
tions. In the watch example, damages and restitution would be exactly
the same if the defendant’s gain and the plaintiff’s loss matched
exactly. If the defendant sold the watch for its market value or if he
did not sell it at all but merely kept it,” the plaintiff’s claim can be
seen as either restitution or as damages because-it will perform both the
compensatory purposes of damages law and the disgorgement purposes
of restitution law. In such cases the claim is not “really” restitution or

“really” damages.

Characterizing the award as restitution or damages. When restitu-
tion and damages would produce the same award, it is often unimpor-

tant to characterize the claim at all. .
characterized as one or the other.

But sometimes the claim must be
For example, if the statute of

limitations has run on damages claims but not on claims for restitution,
the plaintiff will assert unjust enrichment and claim restitution to take
advantage of the statute. If a liability insurance company must pay
“damages” for which its insured is legally liable, the insurer may argue
that its coverage does not protect the insured against liability for
“pestitution.” ** How is the claim to be characterized when the dam-
ages recovery and the restitutionary. recovery would be identical in
amount and the recovery would serve both the purposes of compensa-

tion and disgorgement?

The watch example presents this question. The plaintiff in that
example has a good substantive claim grounded in the defendant’s tort,
so a remedy that provides compensation to the plaintiff can be viewed

plaintiff cannot prove the amount of actual
damages, the possibility of making a recov-
ery of specific property, and the possibility
of gaining priorities over other creditors of
the defendant. These possibilities are ‘il-
lustrated in many different places in this
treatise. Some of them can be seen in
§ 6.1 below.

28, Courts sometimes speak of “dam-
ages” measured by “restitution” or a “res-
titutionary measure of damages,” but such
locutions ignore that difference in princi-
ple between the two remedies. This trea-
tise attempts to avoid such usages.

29, Some authority, based on the old
forms of action, might refuse restitution in
the absence of a sale. ‘

30. E.g., Boeing Co. v. Aetna Casualty
and Surety Co., 113 Wash.2d 869, 784 P.2d
507 (1990). Boeing reflects judicial differ-
ences of opinion as to whether response
costs for which an insured entity is liable
under CERCLA, 42 U.S.C.A. § 9601 et seq.
count as damages covered under a liability
policy or whether the insured’s liability for
response costs is a liability for “restitu-
tion.” :
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