
Single-Family REMIC Prospectus

Guaranteed Single-Family REMIC Pass-Through Certificates

The Certificates

We, the Federal National Mortgage Association, or Fannie Mae, will issue the guaranteed single-
family REMIC pass-through certificates. Each series of certificates will have its own identification
number and will represent beneficial ownership interests in the assets of a trust. The assets of each
series trust will include one or more of the following:

• securities issued by Fannie Mae that represent the direct or indirect ownership of residential
mortgage loans secured by single-family (one- to four-unit) properties;

• securities guaranteed by Ginnie Mae that represent the direct or indirect ownership of
residential mortgage loans secured by single-family (one- to four-unit) properties; or

• securities issued by entities not affiliated with Fannie Mae or Ginnie Mae that represent the
direct or indirect ownership of residential mortgage loans secured by single-family properties.

Each series of certificates will consist of two or more classes having various characteristics.

Fannie Mae Guaranty

We guarantee to each series trust that we will supplement amounts received by the series trust
as required to permit payment of interest and principal, as applicable, on the certificates to the extent
described in the related prospectus supplement. We alone are responsible for making payments
under our guaranty. The certificates and payments of principal and interest on the
certificates are not guaranteed by the United States and do not constitute a debt or
obligation of the United States or any of its agencies or instrumentalities other than
Fannie Mae.

REMIC Status

For federal income tax purposes, we will elect to treat all or a portion of each series trust as at
least one “real estate mortgage investment conduit,” commonly referred to as a REMIC. At least one
class of certificates in each series will be the “residual interest” in a REMIC. Except as otherwise
specified in the related prospectus supplement, each class that is not a “residual interest” will be a
“regular interest” in a REMIC.

Consider carefully the risk factors beginning on page 11. Unless you understand
and are able to tolerate these risks, you should not invest in the certificates.

The certificates are exempt from registration under the Securities Act of 1933, as
amended, and are “exempted securities” under the Securities Exchange Act of 1934,
as amended. Neither the Securities and Exchange Commission nor any state securi-
ties commission has approved or disapproved these certificates or determined if this
prospectus is truthful or complete. Any representation to the contrary is a criminal
offense.

The date of this Prospectus is May 1, 2010
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DISCLOSURE DOCUMENTS FOR ISSUANCES OF CERTIFICATES

This Prospectus and the Prospectus Supplements

We will provide information that supplements this prospectus in connection with each series of
certificates. We will post this prospectus and the related prospectus supplement for each series of
certificates on our Web site identified below. In addition, we will deliver these documents either
electronically to parties who request them in accordance with our procedures or in paper form to parties
who so request. The disclosure documents for any particular series of certificates are this prospectus
and the related prospectus supplement, together with any information incorporated into these doc-
uments by reference as discussed under the heading “INCORPORATION BY REFERENCE.” We
also provide corrections and updated information regarding each series of certificates and the series
trust assets backing that series through our “PoolTalk”» application or other locations on our Web site.
In determining whether to purchase certificates of any series in any initial offering, you
should rely ONLY on the information in this prospectus, the related prospectus supple-
ment, any supplement to the prospectus supplement and any information that we have
otherwise incorporated into these documents by reference. You should not rely on any
unauthorized information or representation.

Each prospectus supplement will include information about the related series of certificates as
well as the trust assets backing that particular series of certificates. Unless otherwise stated in this
prospectus or the related prospectus supplement, information about the trust assets will be given as
of the issue date stated in the prospectus supplement, which is the first day of the month in which the
related certificates are issued. Because each prospectus supplement will contain specific information
about a particular series of certificates, you should rely on the information in the prospectus
supplement to the extent it is different from or more complete than the information in this
prospectus.

Each prospectus supplement also may include a section under the heading “Recent Develop-
ments” that may contain additional summary information with respect to current events, including
certain regulatory, accounting and financial issues, affecting Fannie Mae.

You should note that the certificates are not traded on any exchange and that the market price of
a particular series or class of certificates or a benchmark price may not be readily available.

You may obtain copies of this prospectus and the related prospectus supplement by writing to
Fannie Mae, Attention: Fixed-Income Securities, 3900 Wisconsin Avenue, NW, Area 2H-3S, Wash-
ington, DC 20016 or by calling the Fannie Mae Helpline at 1-800-237-8627 or (202) 752-7115. The
prospectus supplement is typically available no later than two business days before settlement of the
related series of certificates. These documents will also be available on our Web site at
www.fanniemae.com. We are providing our Internet address solely for your information. Unless
otherwise stated, information appearing on our Web site is not incorporated into this prospectus or
into any prospectus supplement.

Prospectuses for the Series Trust Assets

The prospectus supplement for each series of certificates will specify the prospectus or prospec-
tuses related to the series trust assets. You should review the prospectus or prospectuses applicable to
your series and class.

Information regarding certain Fannie Mae securities issued before the date of this prospectus is
available in the form of prospectus supplements and final data statements. You may obtain copies of
those documents and the other documents related to Fannie Mae Securities described above without
charge by writing to Fannie Mae, Attention: Fixed-Income Securities, 3900 Wisconsin Avenue, NW,
Area 2H-3S, Washington, DC 20016 or by calling the Fannie Mae Helpline at 1-800-237-8627 or
(202) 752-7115. These documents will also be available on our Web site at www.fanniemae.com.
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INCORPORATION BY REFERENCE

We are incorporating by reference in this prospectus the documents listed below. This means that
we are disclosing information to you by referring you to these documents. These documents are
considered part of this prospectus, so you should read this prospectus, and any applicable prospectus
supplements or amendments, together with these documents.

You should rely on only the information provided or incorporated by reference in this prospectus
and any applicable prospectus supplements or amendments. Moreover, you should rely on only the
most current information.

We incorporate by reference the following documents we have filed, or may file, with the
Securities and Exchange Commission (“SEC”):

• our annual report on Form 10-K for the fiscal year ended December 31, 2009 (the “2009
Form 10-K”);

• all other reports we have filed pursuant to Section 13(a) or 15(d) of the Securities Exchange
Act of 1934 since the end of the fiscal year covered by the Form 10-K until the date of this
prospectus, including our quarterly reports on Form 10-Q and current reports on Form 8-K,
excluding any information we “furnish” to the SEC on Form 8-K; and

• all proxy statements that we file with the SEC and all documents that we file with the SEC
pursuant to Section 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 after the
date of this prospectus and before the completion of the offering of the related series of
certificates, excluding any information we “furnish” to the SEC on Form 8-K.

We make available free of charge through our Web site our annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K and all other SEC reports and
amendments to those reports as soon as reasonably practicable after we electronically file the
material with, or furnish it to, the SEC. Our Web site address is www.fanniemae.com. Materials
that we file with the SEC are also available from the SEC’s Web site, www.sec.gov. In addition, these
materials may be inspected, without charge, and copies may be obtained at prescribed rates, at the
SEC’s Public Reference Room at 100 F Street NE, Room 1580, Washington, DC 20549. You may
obtain information on the operation of the Public Reference Room by calling the SEC at
1-800-SEC-0330.

You may also request copies of any filing from us, at no cost, by calling the Fannie Mae Helpline at
1-800-237-8627 or (202) 752-7115 or by mail at 3900 Wisconsin Avenue, NW, Area 2H-3S,
Washington, DC 20016.
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SUMMARY

This summary highlights information contained elsewhere in this prospectus. As a summary, it
speaks in general terms without giving details or discussing any exceptions. Before buying any
certificates, you should have the information necessary to make a fully informed investment decision.
For that, you must read this prospectus in its entirety (as well as any documents to which we refer you
in this prospectus), the related prospectus supplement, any supplement to the prospectus supple-
ment and each disclosure document for any securities held in the related series trust.

Title of Security . . . . . . . . . . . . . . . . Guaranteed Single-Family REMIC Pass-Through Certificates.

Issuer and Guarantor . . . . . . . . . . . Fannie Mae is a government-sponsored enterprise that was
chartered by the U.S. Congress in 1938 under the name “Fed-
eral National Mortgage Association” to support liquidity and
stability in the secondary mortgage market, where existing
mortgage loans are purchased and sold. Fannie Mae has been
under conservatorship since September 6, 2008. As conserva-
tor, the Federal Housing Finance Agency succeeded to all
rights, titles, powers and privileges of Fannie Mae and of
any shareholder, officer or director of the company with respect
to the company and its assets. For additional information on
conservatorship, see “RISK FACTORS—FANNIE MAE
GOVERNANCE FACTORS” below.

Our regulators include the Federal Housing Finance Agency,
the U.S. Department of Housing and Urban Development, the
SEC, and the U.S. Department of the Treasury. The Office of
Federal Housing Enterprise Oversight, the predecessor of the
Federal Housing Finance Agency, was our safety and sound-
ness regulator prior to enactment of the Federal Housing
Finance Regulatory Reform Act of 2008 on July 30, 2008.

On September 8, 2008, we entered into a senior preferred
stock purchase agreement with the U.S. Department of the
Treasury pursuant to which we issued to it one million shares
of senior preferred stock and a warrant to purchase, for a
nominal price, shares of common stock equal to 79.9% of the
outstanding common stock of Fannie Mae. Nevertheless,
we alone are responsible for making payments under
our guaranty. The certificates and payments of prin-
cipal and interest on the certificates are not guaran-
teed by the United States and do not constitute a debt
or obligation of the United States or any of its agencies
or instrumentalities other than Fannie Mae.

Description of Certificates . . . . . . . . Each certificate will represent a beneficial ownership interest
in a trust holding series trust assets. We will issue the cer-
tificates (except for “residual” certificates) in book-entry form
on either the book-entry system of the U.S. Federal Reserve
Banks or the book-entry system of The Depository Trust Com-
pany, unless we specify a different system in the related
prospectus supplement. The book-entry certificates will not
be convertible into physical certificates. We will issue the
residual certificates in physical form.
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Minimum Denomination . . . . . . . . . Except as provided below or in the related prospectus sup-
plement, we will issue all classes of certificates in minimum
denominations of $1,000, with additional increments of $1.
The following classes of certificates will be issued in mini-
mum denominations of $100,000, with additional increments
of $1:

• interest only classes;

• principal only classes;

• inverse floating-rate classes;

• non-sticky jump and sticky jump classes; and

• toggle classes.

In addition, we will issue certificates of jump classes (other
than non-sticky jump and sticky jump classes) in minimum
denominations of $1,000,000, with additional increments
of $1.

Issue Date . . . . . . . . . . . . . . . . . . . . The first day of the month in which the certificates of a
particular series are issued.

Distribution Date . . . . . . . . . . . . . . . Unless otherwise stated, the 25th day of each month is the
date designated for payments to certificateholders. If that day
is not a business day, payment will be made on the next
business day. The first distribution date for a series of cer-
tificates will occur in the month following the month in which
the certificates are issued. For example, if an issue date is
March 1st, the first distribution date will be April 25th or, if
April 25th is not a business day, the first business day fol-
lowing April 25th.

Settlement Date . . . . . . . . . . . . . . . . No later than the last business day of the month in which the
issue date occurs.

Final Distribution Date . . . . . . . . . . For each class of certificates, we will specify in the related
prospectus supplement the date by which the principal bal-
ance of that class, if any, will be paid in full. Because the
prepayment experience of mortgage loans is unpredictable,
the actual final payment on any class of certificates may occur
much earlier than the final distribution date specified in the
related prospectus supplement.

Interest . . . . . . . . . . . . . . . . . . . . . . Each interest-bearing class of certificates will accrue interest
at the annual rate specified or described in the related pro-
spectus supplement. In general, we will pay interest on all
interest-bearing classes (other than an accrual class) on the
monthly distribution date. The monthly interest payment on
a certificate will equal the interest accrued during the related
interest accrual period.

Principal. . . . . . . . . . . . . . . . . . . . . . The prospectus supplement for each series of certificates will
specify how we determine the total principal payment
amount for each monthly distribution date and how the total
principal payment amount is allocated among the classes of
certificates of that series. Unless we specify otherwise in the
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related prospectus supplement, we will make principal pay-
ments on all certificates of any single class (other than a retail
class) on a pro rata basis on the monthly distribution date. For
a description of principal payments on retail classes, see
“DESCRIPTION OF THE CERTIFICATES—Special
Characteristics of the Retail Certificates” in this
prospectus.

Class Factor . . . . . . . . . . . . . . . . . . . Unless we specify otherwise in the related prospectus sup-
plement, we will publish the class factor for each class of
certificates with series trust assets consisting of securities
issued by Fannie Mae on or about the 11th calendar day of
each month. We will publish the class factor for each class of
certificates with series trust assets consisting of securities
issued by Ginnie Mae or securities issued by an issuer other
than Fannie Mae or Ginnie Mae on or before each monthly
distribution date. Except in the case of classes of retail cer-
tificates, if you multiply the applicable class factor by the
original principal balance (or notional principal balance) of a
class of certificates, you will obtain the outstanding principal
balance (or notional principal balance) of that class after
giving effect to any principal payment to be made on the
distribution date in that month.

Business Day . . . . . . . . . . . . . . . . . . Any day other than a Saturday or Sunday, a day on which the
fiscal agent or paying agent is closed, a day when the Federal
Reserve Bank of New York is closed, or a day on which the
Federal Reserve Bank is closed in a district where a certif-
icate account is located if the related withdrawal is being
made from that certificate account. For a class on which
interest is calculated using the London Interbank Offering
Rate, a business day is any day on which banks are open for
dealing in foreign currency and exchange in London and New
York City.

Residual Certificates . . . . . . . . . . . . On each distribution date, we will pay to the holders of the
“residual” certificates of a particular series the amount of
principal and interest, if any, specified in the related pro-
spectus supplement. In addition, we will pay to these holders
the proceeds of any remaining assets of the related REMIC
after the principal balances (or notional principal balances) of
all the other classes of certificates have been reduced to zero.
Each residual certificate will be subject to transfer
restrictions.

Guaranty . . . . . . . . . . . . . . . . . . . . . We guarantee to each series trust that we will supplement
amounts received by the series trust as required to permit
payment of interest and principal, as applicable, on the cer-
tificates on each distribution date to the extent described in
the related prospectus supplement. In addition, we guaran-
tee to each series trust the full and final payment of any
unpaid principal balance of each class of certificates of the
related series no later than the final distribution date for that
class, even if less than the required amount has been remitted
to us.
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Our guaranty runs directly to each series trust and not
directly to certificateholders. As a result, certificateholders
have only limited rights to bring proceedings directly against
Fannie Mae to enforce our guaranty. Certificateholders have
certain limited rights to bring proceedings against the U.S.
Department of the Treasury if we fail to pay under our
guaranty. See “DESCRIPTION OF THE CERTIFI-
CATES—Trust Agreement—Certificateholder Rights
Upon a Guarantor Event of Default” below.

Series Trust Assets . . . . . . . . . . . . . Each series of certificates will be backed by series trust assets
consisting of one or more of the following:

• certificates issued by Fannie Mae, each representing all
or part of the direct or indirect beneficial ownership of one
or more pools of single-family mortgage loans (“Fannie
Mae Securities”), including:

• Fannie Mae Guaranteed Mortgage Pass-Through Cer-
tificates (“MBS”),

• Fannie Mae Guaranteed MBS Pass-Through Securi-
ties (“Megas”),

• Fannie Mae Guaranteed Stripped Mortgage-Backed
Securities (“SMBS”), and

• Fannie Mae Guaranteed Single-Family REMIC Pass-
Through Certificates (“Underlying REMIC
Certificates”);

• certificates guaranteed by Ginnie Mae (“Ginnie Mae
Securities”), including:

• “fully modified pass-through” mortgage securities
guaranteed as to timely payment of principal and
interest by Ginnie Mae (“Ginnie Mae Certificates”),

• securities guaranteed as to timely payment of princi-
pal and interest by Ginnie Mae and backed by Ginnie
Mae Certificates (“Ginnie Mae Platinum Certifi-
cates”), and

• REMIC securities guaranteed as to timely payment of
principal and interest by Ginnie Mae and backed by
Ginnie Mae Certificates, Ginnie Mae Platinum Cer-
tificates and previously issued Ginnie Mae REMIC
certificates (“Ginnie Mae REMIC Certificates”); or

• certificates issued by entities not affiliated with Fan-
nie Mae or Ginnie Mae, each representing all or part
of the direct or indirect beneficial ownership of one or
more pools of single-family mortgage loans) (“Third
Party Securities”).

Trust Agreement . . . . . . . . . . . . . . . Each series of certificates is issued in accordance with the
provisions of our 2010 REMIC Master Trust Agreement,
effective May 1, 2010, as supplemented by an issue supple-
ment. We summarize certain pertinent provisions of the trust
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agreement in this prospectus. You should refer to the trust
agreement and the related issue supplement for a complete
description of your rights and obligations as well as those of
Fannie Mae in its various capacities. The trust agreement
may be found on our Web site.

Trustee . . . . . . . . . . . . . . . . . . . . . . . We serve as the trustee for each series trust pursuant to the
terms of the trust agreement and the related issue supplement.

Paying Agent . . . . . . . . . . . . . . . . . . An entity designated by us to perform the functions of a
paying agent. The Federal Reserve Bank of New York cur-
rently serves as our paying agent for certificates registered on
the book-entry system of the Federal Reserve Banks. The
Depository Trust Company serves as our paying agent for
certificates registered on its book-entry system. U.S. Bank
National Association currently serves as our paying agent for
any physical certificates.

Fiscal Agent . . . . . . . . . . . . . . . . . . . An entity designated by us to perform certain administrative
functions for our REMIC trusts. The Federal Reserve Bank of
New York currently serves as our fiscal agent for the
certificates.

Termination . . . . . . . . . . . . . . . . . . . In general, a series trust will terminate once the trustee has
distributed all required principal and interest payments to
the related certificateholders. In no event will any trust
continue beyond the last day of the 60th year following the
issue date of the related certificates. We do not have any
option to cause an early termination of a series trust simply
because the unpaid principal balance of the related pool
declines to a stated percentage of the unpaid principal bal-
ance of the pool at the issue date. If specified in the related
prospectus supplement, however, a third party may have the
option to terminate a series trust early by purchasing all of
the assets remaining in the trust.

Federal Income Tax Consequences. . For federal income tax purposes, we will elect to treat all or a
portion of the assets of each series trust as one or more
REMICs. Unless otherwise provided in the related prospec-
tus supplement, the certificates will be treated as “regular or
residual interests in a REMIC” for domestic building and loan
associations, as “real estate assets” for real estate investment
trusts and, except for any residual certificates, as “qualified
mortgages” for other REMICs. Special tax considerations
apply to residual certificates. You should not purchase resid-
ual certificates before consulting your tax advisor.

Legal Investment Considerations . . Under the Secondary Mortgage Market Enhancement Act of
1984, the certificates offered by this prospectus and the
related prospectus supplement will be considered to be “secu-
rities issued or guaranteed by . . . the Federal National
Mortgage Association.” Nevertheless, you should consult
your own legal advisor to determine whether and to what
extent the certificates of a series constitute legal investments
for you.
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ERISA Considerations . . . . . . . . . . . For the reasons discussed under the heading “ERISA CON-
SIDERATIONS” in this prospectus, investment by a plan
subject to the Employee Retirement Income Security Act
(ERISA) in the certificates of a series trust will not cause
the assets of the plan to include the mortgage loans indirectly
backing the certificates or the assets of Fannie Mae for pur-
poses of the fiduciary responsibility provisions of ERISA or
the prohibited transaction provisions of ERISA or sec-
tion 4975 of the Internal Revenue Code of 1986.
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RISK FACTORS

We have listed below some of the principal risks associated with an investment in the certificates.
If the trust for a particular series of certificates holds Fannie Mae Securities, you should also
carefully consider the risk factors in the applicable Fannie Mae prospectus. If the trust for a
particular series holds REMIC securities other than Fannie Mae Securities, you should also carefully
consider the risk factors in any disclosure documents related to those securities. Moreover, we may
identify additional risks associated with a specific series of certificates in the related prospectus
supplement. In addition, our annual report on Form 10-K and our quarterly reports on Form 10-Q,
which we incorporate by reference into this prospectus, discuss certain risks, including risks relating
to Fannie Mae, that may affect your investment in the certificates and the value of the certificates.

INVESTMENT FACTORS:

The certificates may not be a
suitable investment for you.

The certificates are complex financial instruments. They
are not a suitable investment for every investor. Before
investing, you should:

• have sufficient knowledge and experience to eval-
uate (either alone or with the help of a financial or
legal advisor) the merits and risks of the certificates
and the information contained in this prospectus,
the related prospectus supplement, any supplement
to the prospectus supplement, the documents incor-
porated by reference, and any prospectuses or offer-
ing documents related to the series trust assets;

• understand thoroughly the terms of the certificates
and the related series trust assets;

• be able to evaluate (either alone or with the help of a
financial or legal advisor) the economic, interest
rate and other factors that may affect your
investment;

• have sufficient financial resources and liquidity to
bear all risks associated with the certificates and
the related series trust assets;

• investigate any legal investment restrictions that
may apply to you; and

• exercise particular caution if your circumstances do
not permit you to hold the certificates until
maturity.

Some investors may be unable to
buy certain classes.

Investors whose investment activities are subject to legal
investment laws and regulations, or to review by regu-
latory authorities, may be unable to buy certain certifi-
cates. Investors who buy certificates in violation of such
laws may be compelled to divest the certificates. You
should obtain legal advice to determine whether you
may purchase the certificates of any series or class.
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FANNIE MAE GOVERNANCE FACTORS:

The future of our company
following termination of the
conservatorship and the timing of
the conservatorship’s end are
uncertain.

We do not know when or how the conservatorship will be
terminated or what changes to our business structure
will be made during or following the termination of the
conservatorship. We do not know whether we will con-
tinue to exist in the same or a similar form after the
conservatorship is terminated or whether the conserva-
torship will end in receivership or in some other manner.
Since June 2009, congressional committees and subcom-
mittees have held hearings to discuss the current condi-
tion and future status of the government sponsored
entities (the “GSEs”), and at least one legislative pro-
posal addressing the future status of the GSEs has been
offered. We cannot predict the prospects for the enact-
ment, timing or content of legislative proposals regard-
ing the future status of the GSEs. In April 2010, the
Obama Administration released seven broad questions
for public comment on the future of the housing finance
system, including Fannie Mae, and announced that it
would hold a series of public forums across the country on
housing finance reform. In March 2010 the Secretary of
the U.S. Department of the Treasury (“Treasury”) testi-
fied that the administration expects to present its pro-
posals for reform to Congress “next year.” As a result,
there continues to be uncertainty regarding the future of
Fannie Mae, including whether we will continue to exist
in our current form after the conservatorship is termi-
nated. The options for reform of the GSEs include options
that would result in a substantial change to our business
structure or in Fannie Mae’s liquidation or dissolution.

FANNIE MAE BUSINESS FACTORS:

We expect the Federal Housing
Finance Agency (“FHFA”) to
request additional funds from
Treasury on our behalf to ensure
we maintain a positive net worth
and avoid mandatory receivership.
The dividends and commitment
fees that we must pay or that
accrue on Treasury’s investments
are substantial and are expected to
increase; we are likely to be unable
to fund them through net income.

FHFA must place us into receivership if the Director of
FHFA makes a written determination that our assets are
less than our obligations (a “net worth deficit”) or that we
have not been paying our debts, in either case, for a
period of 60 days. We have had a net worth deficit as
of the end of each of the six previous fiscal quarters
through and including March 31, 2010. Treasury pro-
vided us with funds under the senior preferred stock
purchase agreement to cure the net worth deficits in
prior periods before the end of the 60-day period, and
in May 2010 the Acting Director of FHFA requested
$8.4 billion in funds to cure our net worth deficit as of
March 31, 2010. Once we have received those funds, the
aggregate liquidation preference on the senior preferred
stock will be $84.6 billion, which will require an annu-
alized dividend of $8.5 billion. The prospective $8.5 bil-
lion annual dividend obligation exceeds our reported
annual net income for each of the last eight years, in
most cases by a significant margin. Our ability to main-
tain a positive net worth has been and continues to be
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adversely affected by market conditions. If we have a
negative net worth as of the end of future fiscal quarters,
we expect that FHFA will request additional funds from
Treasury under the senior preferred stock purchase
agreement. The receipt of these additional funds from
Treasury will substantially increase the liquidation pref-
erence of and the dividends we owe on the senior pre-
ferred stock. As a result, we may need additional funds
from Treasury to meet our dividend obligation.

In addition, beginning in 2011, the senior preferred stock
purchase agreement requires that we pay a quarterly
commitment fee to Treasury, unless Treasury waives this
fee. The quarterly commitment fee amounts have not yet
been determined. Moreover, the aggregate liquidation
preference and dividend obligations will increase by
the amount of any required dividend we fail to pay in
cash and by the amount of any required quarterly com-
mitment fee that we fail to pay. The substantial dividend
obligations and potentially substantial quarterly com-
mitment fees, coupled with our effective inability to pay
down draws under the senior preferred stock purchase
agreement, will continue to strain our financial
resources and have an adverse impact on our results of
operations, financial condition, liquidity and net worth,
both in the short and long term.

FHFA is authorized or required to
place us into receivership under
specified conditions, which would
result in the liquidation of our
assets. Amounts recovered from the
liquidation may be insufficient to
cover our obligations, including our
guaranty obligations to
certificateholders.

FHFA must place us into receivership if the Director of
FHFA makes a written determination that our assets are
less than our obligations or that we have not been paying
our debts, in either case, for a period of 60 days. Because
of the weak economy and conditions in the housing mar-
ket, we will continue to need funding from Treasury to
avoid triggering a mandatory receivership. In addition,
we could be put into receivership at the discretion of the
Director of FHFA at any time for other reasons, including
conditions that FHFA has already asserted existed at the
time we were placed into conservatorship. These condi-
tions include a substantial dissipation of assets or earn-
ings due to unsafe or unsound practices; the existence of
an unsafe or unsound condition to transact business; an
inability to meet our obligations in the ordinary course of
business; a weakening of our condition due to unsafe or
unsound practices or conditions; critical undercapitali-
zation; the likelihood of losses that will deplete substan-
tially all of our capital; or by consent. A receivership
would terminate the conservatorship. Unlike a conser-
vatorship, the purpose of which is to conserve our assets
and return us to a sound and solvent condition, the
purpose of a receivership is to liquidate our assets and
resolve claims against us. In addition to the powers
FHFA has as conservator, the appointment of FHFA as
our receiver would permit FHFA to exercise certain
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powers that could adversely affect holders of the certif-
icates (“certificateholders”).

Transfer of Guaranty Obligation: In its capacity as
receiver, FHFA would have the right to transfer or sell
any asset or liability of Fannie Mae without any
approval, assignment or consent from us or any other
party. If FHFA, as receiver, were to transfer our guaranty
obligations to another party, certificateholders would
have to rely on that party for satisfaction of the guaranty
obligations and would be exposed to the credit risk of that
party.

Rights of Certificateholders: During a receivership, cer-
tain rights of certificateholders under the trust docu-
ments may not be enforceable against FHFA, or
enforcement of such rights may be delayed. The trust
documents provide that upon the occurrence of a guar-
antor event of default, which includes the appointment of
a receiver, certificateholders have the right to replace
Fannie Mae as trustee if the requisite percentage of
certificateholders consents. The Federal Housing
Finance Regulatory Reform Act of 2008 (the “Regulatory
Reform Act”) may prevent certificateholders from enforc-
ing their rights to replace Fannie Mae as trustee if the
event of default arises solely because a receiver has been
appointed.

The Regulatory Reform Act also provides that no person
may exercise any right or power to terminate, accelerate
or declare an event of default under certain contracts to
which Fannie Mae is a party, or obtain possession of or
exercise control over any property of Fannie Mae, or
affect any contractual rights of Fannie Mae, without
the approval of FHFA as receiver, for a statutorily spec-
ified period following the appointment of FHFA as
receiver.

If we are placed into receivership and do not or cannot
fulfill our guaranty obligations, certificateholders could
become unsecured creditors of Fannie Mae with respect
to claims made under our guaranty. For a description of
certain rights of certificateholders to proceed against
Treasury if we fail to pay under our guaranty, see
“DESCRIPTION OF THE CERTIFICATES—
Trust Agreement—Certificateholder Rights Upon
a Guarantor Event of Default” below.

We have experienced substantial
deterioration in the credit
performance of mortgage loans that
we own or that back our guaranteed
Fannie Mae MBS, which we expect
to continue and to result in
additional credit-related expenses.

We are exposed to mortgage credit risk relating to both
the mortgage loans that we hold in our investment port-
folio and the mortgage loans that back the certificates.
When borrowers fail to make required payments of prin-
cipal and interest on their mortgage loans, we are
exposed to the risk of credit losses and credit-related
expenses.

14



Conditions in the housing and financial markets wors-
ened dramatically during 2008 and remained stressed in
2009 and into 2010, contributing to a deterioration in the
credit performance of our book of business, negatively
affecting the serious delinquency rates, default rates and
average loan loss severity on the mortgage loans that we
hold or that back our certificates, as well as increasing
our inventory of foreclosed properties. Increases in delin-
quencies, default rates and loss severity cause us to
experience higher credit-related expenses. The credit
performance of our book of business has also been neg-
atively affected by the extent and duration of the decline
in home prices and high unemployment. These deterio-
rating credit performance trends have been notable in
certain of our higher risk loan categories, states and
vintages. In addition, home price declines, adverse mar-
ket conditions, and continuing high levels of unemploy-
ment have also increasingly affected the credit
performance of our broader book of business. Moreover,
as the social acceptability of defaulting on a mortgage
loan increases, more borrowers may default on their
mortgage loans because they owe more than their houses
are worth.

Adverse credit performance trends may continue, par-
ticularly if we experience further national and regional
declines in home prices, weak economic conditions and
high unemployment.

The credit losses we experience in
future periods are likely to be larger,
and perhaps substantially larger,
than our current combined loss
reserves. As a result, we likely will
experience credit losses for which
we have not yet made provision.

In accordance with generally accepted accounting prin-
ciples (“GAAP”), our combined loss reserves, as reflected
in our financial statements, do not reflect our estimate of
the future credit losses inherent in our existing guaranty
book of business. Instead, they reflect only the probable
losses that we believe we have already incurred as of the
date of the financial statements. Although we believe
that our credit losses will increase in the future due to the
weak housing and mortgage markets and may increase,
in the near term, due to the costs of our activities under
various programs designed to keep borrowers in their
homes, high unemployment and other negative trends,
we are not permitted under GAAP to reflect these future
trends in our loss reserve calculations. Because of these
negative trends, there is significant uncertainty regard-
ing the full extent of our future credit losses but they
likely will exceed, perhaps substantially, our current
combined loss reserves. The credit losses we experience
in future periods will adversely affect our business,
results of operations, financial condition, liquidity and
net worth.

We expect to experience further
losses and write-downs relating to
our investment securities.

We experienced significant losses and write-downs relat-
ing to our investment securities in 2008 and recorded
significant write-downs of some of our available-for-sale
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securities in 2009. A substantial portion of these losses
and write-downs related to our investments in private-
label mortgage-backed securities backed by Alt-A and
subprime mortgage loans and our investments in com-
mercial mortgage-backed securities due to the decline in
property values and the weak economy. We continue to
expect to experience additional write-downs of our
investments in private-label mortgage-related securi-
ties, including those that continue to be AAA-rated.

We also have incurred significant losses relating to the
non-mortgage investment securities in our cash and
other investments portfolio, primarily as a result of a
substantial decline in the market value of these assets
due to the financial market crisis. The fair value of the
investment securities we hold may be further adversely
affected by deterioration in the housing market and
economy, including continued high unemployment, addi-
tional ratings downgrades or other events.

To the extent that the market for our securities remains
illiquid, we are required to use a greater amount of
management judgment to value the securities we own
in our investment portfolio. Moreover, if we were to sell
any of these securities, the price we ultimately would
realize could be materially lower than the estimated fair
value at which we carry these securities on our balance
sheet.

Any of the above factors could require us to record addi-
tional write-downs in the value of our investment port-
folio, which could have a material adverse effect on our
business, results of operations, financial condition,
liquidity and net worth.

Our business activities are
significantly restricted by the
conservatorship and the senior
preferred stock purchase
agreement.

We are currently under the control of our conservator
and do not know when or how the conservatorship will be
terminated. Under the Regulatory Reform Act, FHFA, as
conservator, can direct us to enter into contracts or enter
into contracts on our behalf. In addition, FHFA, as con-
servator, generally has the power to transfer or sell any of
our assets or liabilities and may do so without the
approval, assignment or consent of any party. In addi-
tion, our directors do not have any duties to any person or
entity except to the conservator. As a result, our directors
are not obligated to consider the interests of the company,
the holders of our equity or debt securities or the holders
of our certificates in making or approving a decision
unless specifically directed to do so by the conservator.

In February 2010 the conservator said that while we are
in conservatorship, we will be limited to continuing our
existing core business activities and taking actions nec-
essary to advance the goals of the conservatorship.
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The senior preferred stock purchase agreement with
Treasury includes a number of covenants that signifi-
cantly restrict our business activities. We cannot, with-
out the prior written consent of Treasury, pay dividends
(except on the senior preferred stock); sell, issue, pur-
chase or redeem Fannie Mae equity securities; sell,
transfer, lease or otherwise dispose of assets in specified
situations; engage in transactions with affiliates other
than on arm’s-length terms or in the ordinary course of
business; issue subordinated debt; or incur indebtedness
that would result in our aggregate indebtedness exceed-
ing 120% of the amount of mortgage assets we are
allowed to own. In deciding whether or not to consent
to any request for approval it receives from us under the
agreement, Treasury has the right to withhold its con-
sent for any reason and is not required by the agreement
to consider any particular factors, including whether or
not management believes that the transaction would
benefit the company. Pursuant to the senior preferred
stock purchase agreement, the maximum allowable
amount of mortgage assets we may own on December 31,
2010 is $810 billion. On December 31, 2011, and on each
December 31 thereafter, our mortgage assets may not
exceed 90% of the maximum allowable amount that we
were permitted to own as of December 31 of the imme-
diately preceding calendar year. The maximum allow-
able amount is reduced annually until it reaches
$250 billion. This limit on the amount of mortgage assets
we are permitted to hold could constrain the amount of
delinquent loans we purchase from single-family MBS
trusts. These factors may adversely affect our business,
results of operations, financial condition, liquidity and
net worth.

Efforts we are required or asked to
take by FHFA, other government
agencies or Congress in pursuit of
providing liquidity, stability and
affordability to the mortgage
market and providing assistance to
struggling homeowners, or in
pursuit of other goals, may
adversely affect our business,
results of operations, financial
condition, liquidity and net worth.

Prior to the conservatorship, our business was managed
with a strategy to maximize shareholder returns, while
fulfilling our mission. In this time of economic uncer-
tainty, our conservator has directed us to focus primarily
on fulfilling our mission of providing liquidity, stability
and affordability to the mortgage market, minimizing
our credit losses from delinquent mortgages, and provid-
ing assistance to struggling homeowners to help them
remain in their homes. As a result, we may continue to
take a variety of actions designed to address this focus
that could adversely affect our economic returns, possi-
bly significantly. These actions may include reducing our
guaranty fees and modifying loans to extend the matu-
rity, lower the interest rate or defer or forgive principal
owed by the borrower. These activities may have short-
and long-term adverse effects on our business, results of
operations, financial condition, liquidity and net worth.
Other agencies of the U.S. government or Congress also
may ask us to undertake significant efforts to support the
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housing and mortgage markets, as well as struggling
homeowners. For example, we are offering the Home
Affordable Modification Program under the Administra-
tion’s Making Home Affordable Program. We have
incurred substantial costs in connection with the Home
Affordable Modification Program.

Limitations on our ability to access
the debt capital markets could have
a material adverse effect on our
ability to fund our operations and
generate net interest income.

Our ability to fund our business depends primarily on
our ongoing access to the debt capital markets. Our level
of net interest income depends on how much lower our
cost of funds is compared to what we earn on our mort-
gage assets. Market concerns about matters such as the
extent of government support for our business and the
future of our business (including future profitability,
future structure, regulatory actions and GSE status)
could have a severe negative effect on our access to the
unsecured debt markets, particularly for long-term debt.
We believe that our ability in 2009 to issue debt of vary-
ing maturities at attractive pricing resulted from federal
government support of us and the financial markets,
including the prior availability of a credit facility pro-
vided by Treasury and the Federal Reserve’s purchases
of our debt and MBS. As a result, we believe that our
status as a GSE and continued federal government sup-
port of our business and the financial markets are essen-
tial to maintaining our access to debt funding. Changes
or perceived changes in the government’s support of us or
the markets could lead to an increase in our roll-over risk
in future periods and have a material adverse effect on
our ability to fund our operations. Although demand for
our debt securities has continued to be strong as of the
date of this prospectus, demand for our debt securities
could decline, perhaps significantly, as a result of the
conclusion of the Federal Reserve’s agency debt and MBS
purchase programs on March 31, 2010. On February 1,
2010, the Obama Administration stated in its fiscal year
2011 budget proposal that it was continuing to monitor
the situation of the GSEs and would continue to provide
updates on considerations for longer-term reform of Fan-
nie Mae and Freddie Mac as appropriate. There can be no
assurance that the government will continue to support
us or that our current level of access to debt funding will
continue.

In addition, future changes or disruptions in the finan-
cial markets could significantly change the amount, mix
and cost of funds we obtain, as well as our liquidity
position. If we are unable to issue both short- and
long-term debt securities at attractive rates and in
amounts sufficient to operate our business and meet
our obligations, it likely would interfere with the opera-
tion of our business and have a material adverse effect on
our liquidity, results of operations, financial condition
and net worth.

18



Our liquidity contingency planning
may not provide sufficient liquidity
to operate our business and meet
our obligations if we cannot access
the unsecured debt markets.

We plan for alternative sources of liquidity that are
designed to allow us to meet our cash obligations for
365 days without relying on the issuance of unsecured
debt. We believe, however, that market conditions over
the last two years have had an adverse impact on our
ability to plan effectively for a liquidity crisis. During
periods of adverse market conditions, our ability to repay
maturing indebtedness and fund our operations could be
significantly impaired. Our liquidity contingency plan-
ning during 2010 relies on our ability to pledge mortgage
assets as collateral for secured borrowings and sell other
assets. Our ability to pledge or sell mortgage assets may
be impaired, or the assets may be reduced in value if
other market participants are seeking to pledge or sell
similar assets at the same time. We may be unable to find
sufficient alternative sources of liquidity if our access to
the unsecured debt markets is impaired.

Operational control weaknesses
could materially adversely affect
our business, cause financial losses
and harm our reputation.

Shortcomings or failures in our internal processes, peo-
ple or systems could have a material adverse effect on our
risk management, liquidity, financial statement reliabil-
ity, financial condition and results of operations; disrupt
our business; and result in legislative or regulatory inter-
vention, liability to customers, and financial losses or
damage to our reputation, including as a result of our
inadvertent dissemination of confidential or inaccurate
information. For example, our business is dependent on
our ability to manage and process, on a daily basis, an
extremely large number of transactions across numerous
and diverse markets and in an environment in which we
must make frequent changes to our core processes in
response to changing external conditions. These trans-
actions are subject to various legal and regulatory stan-
dards. We rely upon business processes that are highly
dependent on people, technology and the use of numer-
ous complex systems and models to manage our business
and produce books and records upon which our financial
statements are prepared. We experienced a number of
operational incidents in 2009 related to inadequately
designed or failed execution of internal processes or
systems

We are implementing our operational risk management
framework, which consists of a set of integrated pro-
cesses, tools and strategies that are designed to support
the identification, assessment, mitigation and control,
and reporting and monitoring, of operational risk. We
also have made a number of changes in our structure,
business focus and operations, as well as changes to our
risk management processes, to keep pace with changing
external conditions. These changes, in turn, have neces-
sitated modifications to or development of new business
models, processes, systems, policies, standards and con-
trols. While we believe that the steps we have taken and
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are taking to enhance our technology and operational
controls and organizational structure will help to iden-
tify, assess, mitigate, control, and monitor operational
risk, our implementation of our operational risk man-
agement framework may not be effective to manage or
prevent these risks and may create additional opera-
tional risk as we execute these enhancements.

In addition, we have experienced substantial changes in
management, employees and our business structure and
practices since the conservatorship began. These
changes could increase our operational risk and result
in business interruptions and financial losses. In addi-
tion, due to events that are wholly or partially beyond our
control, employees or third parties could engage in
improper or unauthorized actions, or these systems could
fail to operate properly, which could lead to financial
losses, business disruptions, legal and regulatory sanc-
tions, and reputational damage.

HOUSING INDUSTRY FACTORS

Mortgage fraud could result in
significant financial losses and
harm to our reputation.

We use a process of delegated underwriting in which
lenders make specific representations and warranties
about the characteristics of the single-family mortgage
loans we purchase and securitize. As a result, we do not
independently verify most borrower information that is
provided to us. This exposes us to the risk that one or
more of the parties involved in a transaction (the bor-
rower, seller, broker, appraiser, title agent, lender or
servicer) will engage in fraud by misrepresenting facts
about a mortgage loan. We have experienced financial
losses resulting from mortgage fraud, including institu-
tional fraud perpetrated by counterparties. In the future,
we may experience additional financial losses and repu-
tational damage as a result of mortgage fraud.

Structural and regulatory changes
in the financial services industry
may negatively impact our business.

The financial services industry is undergoing significant
structural changes. In light of current conditions in the
financial markets and economy, regulators and legisla-
tures have increased their focus on the regulation of the
financial services industry. In June 2009 the Obama
Administration issued a white paper that proposes sig-
nificantly altering the current regulatory framework
applicable to the financial services industry, with
enhanced and more comprehensive regulation of finan-
cial firms and markets. That announcement was fol-
lowed by proposed legislation submitted to Congress
by Treasury. The proposed legislation included proposals
relating to the promotion of robust supervision and reg-
ulation of financial firms, stronger consumer protection
regulations, the enhanced regulation of securitization
markets, changes to existing capital and liquidity
requirements for financial firms, additional regulation
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of the over-the-counter derivatives market, regulations
on compensation practices and changes in accounting
standards. In December 2009 the House passed a bill
that was broadly similar to, although not identical with,
the Treasury proposal. Another bill was introduced in
the Senate covering many of the same areas as the House
bill but containing a number of significant differences. If
one of these bills is implemented, it may directly and
indirectly affect many aspects of our business. In addi-
tion, implementation of such a bill will result in
increased supervision and more comprehensive regula-
tion of our counterparties in this industry, which may
have a significant impact on our counterparty credit risk.

In February 2010, the Obama Administration stated in
its fiscal year 2011 budget proposal that it was continu-
ing to monitor the situation of the GSEs and would
continue to provide updates on considerations for
longer-term reform of Fannie Mae and Freddie Mac as
appropriate.

We are unable to predict whether these proposals will be
implemented or in what form, or whether any additional
or similar changes to statutes or regulations (and their
interpretation or implementation) will occur in the
future. Actions by regulators of the financial services
industry, including actions related to limits on executive
compensation, affect the retention and recruitment of
management. In addition, the actions of Treasury, the
Federal Deposit Insurance Corporation, the Federal
Reserve and international central banking authorities
directly affect financial institutions’ cost of funds for
lending, capital raising and investment activities, which
could increase our borrowing costs or make borrowing
more difficult for us. Changes in monetary policy are
beyond our control and difficult to anticipate.

The financial market crisis has also resulted in mergers
of some of our most significant institutional counterpar-
ties. Consolidation of the financial services industry has
increased and may continue to increase our concentra-
tion risk to counterparties in this industry. We currently
are and may become more reliant on a smaller number of
institutional counterparties, which both increases our
risk exposure to any individual counterparty and
decreases our negotiating leverage with these
counterparties.

The structural changes in the financial services industry
and any legislative or regulatory changes could affect us
in substantial and unforeseeable ways and could have a
material adverse effect on our business, results of oper-
ations, financial condition, liquidity and net worth. In
particular, these changes could affect our ability to issue
debt and may reduce our customer base.
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PREPAYMENT FACTORS:

We may withdraw some or all of
the series trust assets due to a
breach of representations and
warranties, accelerating the rate
at which you receive your return
of principal.

Each seller that sells series trust assets to us makes
various representations and warranties about itself and
the series trust assets. If these representations and war-
ranties were not true when they were made, we can
require the seller to purchase the affected series trust
assets at any time. When a series trust asset is purchased
out of the series trust, its stated principal balance,
together with accrued interest, is passed through to
the related certificateholders on the first distribution
date after the date of the purchase. Thus, a breach of a
representation and warranty may accelerate the rate of
payment of principal on your certificates.

The certificates are affected by the
prepayment and other risk factors
to which the series trust assets are
subject.

Investors should read and understand the risk factors
contained in the disclosure documents for the related
MBS, SMBS, Megas and Underlying REMIC Certifi-
cates, as applicable, and in any disclosure documents
for REMIC securities other than Fannie Mae Securities,
held in the related series trust.

YIELD FACTORS:

Weighted average lives and yields
on the certificates are affected by
actual characteristics of the
mortgage loans backing the series
trust assets.

Unless otherwise provided in the related prospectus sup-
plement, we assume that the mortgage loans underlying
the series trust assets have certain characteristics. How-
ever, the actual mortgage loans are likely to have char-
acteristics that are different from those we assume. As a
result, your yields may be lower than you expect, even if
the mortgage loans prepay at the indicated prepayment
speeds. In addition, slight differences between the
assumed mortgage loan characteristics and the actual
mortgage loan characteristics may affect the weighted
average lives of the related classes of certificates.

The yield on your certificates may
be lower than expected due to an
unexpected rate of principal
payments.

The actual yield on your certificates is likely to be lower
than you expect:

• if you buy your certificates at a premium and prin-
cipal payments are faster than you expect, or

• if you buy your certificates at a discount and prin-
cipal payments are slower than you expect.

Furthermore, in the case of interest only certificates and
certificates purchased at a premium, you may lose money
on your investment if prepayments occur at a rapid rate.

Delay classes have lower yields and
market values.

Certain classes of certificates are delay securities.
Because delay classes do not receive interest immedi-
ately following each interest accrual period, these classes
have lower yields and lower market values than would be
the case if there were no such delay.
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The level of a floating rate index
affects yields on certain certificates.

If the interest rate of your certificate adjusts according to
an index, the yield on your certificate will be affected by
the level of the interest rate index. If the level of the index
differs from the level you expect, then your actual yield
may be lower than you expect.

Basis risk may adversely affect the
yield on your certificates.

If the interest rate of your certificate adjusts according to
an index, and the interest rates of the series trust assets
adjust according to a different index, the absence of
correlation between the two indices may adversely affect
the yield on your certificates.

Unpredictable timing of the last
payment may adversely affect the
yield on your certificates.

The actual final payment of your certificates is likely to
occur earlier, and could occur much earlier, than the final
distribution date specified on the cover page of the
related prospectus supplement. If you assume that the
actual final payment will occur on the specified final
distribution date, your yield may be lower than you
expect.

Reinvestment of payments on your
certificates may not achieve the
same yields as the yield on your
certificates.

The rate of principal payments of the certificates is
uncertain. You may be unable to reinvest the principal
payments received on the certificates at the same yields
as the yields received on your certificates.

Information concerning certain
characteristics of the mortgage
loans backing the series trust assets
may be limited.

You should be aware that the information in the pro-
spectus supplement for a particular series of certificates
holding series trust assets will not contain information
about certain characteristics of the mortgage loans
directly or indirectly backing the series trust assets, even
though under certain circumstances these characteris-
tics could affect the prepayment experience of the mort-
gage loans and, therefore, the yield on your certificates.
In addition, weighted average information will not dis-
close the range of coupons or remaining terms to matu-
rity of individual mortgage loans. For example, while
extremely wide ranges of coupons are unusual in pools of
mortgage loans backing MBS, an MBS pool with a
weighted average coupon that is 1.50% above the pass-
through rate of the MBS could consist of mortgage loans
of which half have coupons that are 0.50% above the
pass-through rate and the other half have coupons that
are 2.50% above the pass-through rate. An MBS pool of
this type could prepay at a rate that is significantly
different from that of an MBS pool made up exclusively
of mortgage loans with coupons that are 1.50% above the
pass-through rate of the MBS. In a similar way, the
remaining terms to maturity of mortgage loans in an
MBS pool may vary widely. This difference would affect
the scheduled amortization and could affect the rate at
which the related MBS prepays, which would, therefore,
affect the yield on your certificates.
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LIQUIDITY FACTORS:

There may be no market for the
certificates, and no assurance can
be given that a market will develop
and continue.

We cannot be sure that new series of certificates, when
issued, will have a ready market, or, if a market does
develop, that the market will remain during the entire
term for which your certificates are outstanding. In
addition, neither we nor any other party are obligated
to make a market in the certificates. Therefore, it is
possible that if you wish to sell your certificates in the
future, you may have difficulty finding potential
purchasers.

Some of the factors that may affect the resale of certif-
icates include the following:

• the method, frequency and complexity of calculat-
ing principal or interest on the certificates;

• the characteristics of the related series trust assets;

• past and expected prepayment levels of the related
series trust assets and of comparable assets;

• the outstanding principal amount (or notional prin-
cipal amount) of certificates of that series and other
series with similar features;

• the amount of certificates of that series or of a series
with similar features offered for resale from time to
time;

• the minimum denominations of the certificates;

• any legal restrictions or tax treatment that limits
the demand for the certificates;

• the availability of comparable or complementary
securities;

• the availability of current information about the
series trust assets and the mortgage loans backing
the series trust assets;

• market uncertainty;

• the level of interest rates generally, the volatility
with which prevailing interest rates are changing
and the direction in which interest rates are, or
appear to be, trending;

• our financial condition and rating;

• our future structure, organization, and the level of
government support for the company;

• whether we are in conservatorship or receivership;

• the financial condition and rating of the sellers and
the direct servicers of the mortgage loans backing
the series trust assets;
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• any significant reduction in our securitization vol-
ume due to a decline in mortgage loan originations
by key sellers that have experienced liquidity or
other major difficulties; and

• any increase or decrease in the level of governmen-
tal commitments to engage in market purchases of
our mortgage-backed securities.

These risks will be greatest in the case of certificates that
are especially sensitive to interest rate or market risks,
that are designed for specific investment objectives or
strategies or that have been structured to meet the
investment requirements of limited categories of inves-
tors. Those certificates are more likely to have a limited
market for resale, little or no liquidity and more price
volatility than other similar mortgage-backed securities.
Limited liquidity may have a severely adverse effect on
the market value of these types of certificates.

The interest rate of an inverse floating rate class of
certificates will change in the opposite direction of
changes in the specified interest rate index. The prices
of these certificates typically are more volatile than those
of non-inverse floating rate classes based on the same
index with otherwise comparable terms. Increased vol-
atility occurs because an increase in the index not only
decreases the interest rate (and consequently the value)
of the certificates but also reflects an increase in prevail-
ing interest rates, which further diminishes the value of
these certificates.

The market prices of principal only and interest only
classes of certificates typically fluctuate more in
response to changes in interest rates than do the prices
of interest-bearing mortgage-backed securities that have
principal amounts and comparable maturities. Other
securities issued at a substantial discount or premium
from their principal amount (such as certificates issued
with significantly below-market or above-market inter-
est rates) also have higher volatility. In general, the
longer the remaining term to maturity of these types
of certificates, the greater their price volatility as com-
pared to interest-bearing mortgage-backed securities
that have principal amounts and comparable maturities.

The occurrence of a major natural
or other disaster in the United
States could increase our
delinquency rates and credit losses
or disrupt our business operation.

The occurrence of a major natural disaster, terrorist
attack or health epidemic in the United States could
increase our delinquency rates and credit losses in the
affected region or regions, which could have a material
adverse effect on our business, results of operations,
financial condition, liquidity and net worth.

The contingency plans and facilities that we have in
place may be insufficient to prevent an adverse effect
on our ability to conduct business, which could lead to
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financial losses. Substantially all of our senior manage-
ment and investment personnel work out of our offices in
the Washington, DC metropolitan area. If a disruption
occurs and our senior management or other employees
are unable to occupy our offices, communicate with other
personnel or travel to other locations, our ability to inter-
act with each other and with our customers may suffer,
and we may not be successful in implementing contin-
gency plans that depend on communication or travel.

Volatility in currency exchange
rates may adversely affect the yield
on your certificates.

We will make all payments of principal and interest, as
applicable, on the certificates in U.S. dollars. If you con-
duct your financial activities in another currency, an
investment in any U.S. dollar-denominated security such
as the certificates has significant additional risks. These
include the possibility of significant changes in the rate
of exchange and the possibility that exchange controls
may be imposed. In recent years, the exchange rates
between the U.S. dollar and certain currencies have been
highly volatile. This volatility may continue. If the value
of your currency appreciates relative to the value of the
U.S. dollar, the yield on the certificates, the value of
payments on the certificates and the market value of
the certificates all would decline in terms of your
currency.

FANNIE MAE CREDIT FACTORS:

If we failed to pay under our
guaranty, the amount distributed
to certificateholders could be
reduced and the timing of
distributions could be affected.

We are responsible for making payments under our guar-
anty. If, however, we fail to pay, or if our financial con-
dition prevents us from paying, our required guaranty
payments on the series trust assets and the certificates,
certificateholders would receive distributions of only the
amounts paid on the related series trust assets. Those
amounts generally would be limited to borrower pay-
ments and other recoveries on the mortgage loans back-
ing the series trust assets. As a result, delinquencies and
defaults on the mortgage loans would adversely affect
the amounts that certificateholders would receive each
month.

If our credit becomes impaired, a
buyer may be willing to pay only a
reduced price for your certificates.

There could be an adverse change in our liquidity posi-
tion or financial condition that impairs our credit rating
and the perception of our credit. Even if we were to make
all payments required under our guaranty, reduced mar-
ket liquidity may make it more difficult to sell your
certificates, and potential buyers may offer less for your
certificates than they would have offered if our liquidity
position or financial condition had remained unchanged.
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FANNIE MAE

General

Fannie Mae is a federally chartered and stockholder-owned corporation organized and existing
under the Federal National Mortgage Association Charter Act, as amended (the “Charter Act”). We
were established in 1938 as a United States government agency to provide supplemental liquidity to
the mortgage market. We became a stockholder-owned and privately managed corporation by
legislation enacted in 1968. As discussed below, we are currently in conservatorship.

Under our Charter Act, we were created to:

• provide stability in the secondary market for residential mortgages;

• respond appropriately to the private capital markets;

• provide ongoing assistance to the secondary market for residential mortgages (including
activities relating to mortgages on housing for low- and moderate-income families involving a
reasonable economic return that may be less than the return earned on other activities) by
increasing the liquidity of mortgage investments and improving the distribution of invest-
ment capital available for residential mortgage financing; and

• promote access to mortgage credit throughout the nation (including central cities, rural areas
and underserved areas) by increasing the liquidity of mortgage investments and improving
the distribution of investment capital available for residential mortgage financing.

In accordance with our statutory purpose, we provide funds to the mortgage market by pur-
chasing mortgage loans from lenders. In this way, we replenish their funds so they can make
additional loans. We acquire funds to purchase these loans by issuing debt securities to capital
market investors, many of whom ordinarily would not invest in mortgages. Thus, we are able to
expand the total amount of funds available for housing.

We also issue mortgage-backed certificates, receiving guaranty fees for our guaranty to the
related trust that we will supplement amounts received by the related trust as required to permit
timely payments of interest and principal on the certificates. We issue mortgage-backed certificates
primarily in exchange for pools of mortgage loans from lenders. By issuing mortgage-backed cer-
tificates, we further fulfill our statutory mandate to increase the liquidity of residential mortgage
loans.

In addition, we offer various services to lenders and others for a fee. These services include
issuing certain types of structured mortgage-backed certificates and providing technology services
for originating and underwriting mortgage loans.

Our principal office is located at 3900 Wisconsin Avenue, NW, Washington, DC 20016 (telephone:
(202) 752-7000).

Regulatory Actions and Conservatorship

The Regulatory Reform Act established FHFA as an independent agency with general super-
visory and regulatory authority over Fannie Mae, Freddie Mac and the 12 Federal Home Loan Banks.
FHFA assumed the duties of our former regulators, the Office of Federal Housing Enterprise and the
U.S. Department of Housing and Urban Development (“HUD”), with respect to safety, soundness and
mission oversight of Fannie Mae and Freddie Mac. HUD remains our regulator with respect to fair
lending matters.

On September 6, 2008, the Director of FHFA placed Fannie Mae into conservatorship and
appointed FHFA as the conservator. Upon its appointment, FHFA immediately succeeded to all of our
rights, titles, powers and privileges and those of any stockholder, officer, or director of Fannie Mae
with respect to us and our assets. The conservator has the authority to take over our assets and
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operate our business with all the powers of our stockholders, directors and officers, and to conduct all
business of the company. Under the Regulatory Reform Act, FHFA, as conservator, may take “such
action as may be necessary to put the regulated entity in a sound and solvent condition.” We have no
control over FHFA’s actions or the actions it may direct us to take. The conservatorship has no
specified termination date; we do not know when or how it will be terminated.

In September 2008, Fannie Mae, through FHFA as our conservator, entered into two agreements
with Treasury. The first agreement is the senior preferred stock purchase agreement (as amended,
the “stock purchase agreement”), which provided us with Treasury’s commitment to provide us with
funding under specified conditions (the “commitment”). Under the stock purchase agreement,
Treasury’s commitment is currently the greater of (i) $200 billion or (ii) $200 billion plus the
cumulative amount of the company’s net worth deficit (the amount by which the company’s total
liabilities exceed the company’s total assets) as of the end of any calendar quarter in 2010, 2011 and
2012, less any positive net worth as of December 31, 2012. We issued 1,000,000 shares of senior
preferred stock to Treasury pursuant to the stock purchase agreement. The other agreement is a
warrant to purchase, for a nominal price, shares of common stock equal to 79.9% of the outstanding
common stock of Fannie Mae (the “warrant”) on a fully diluted basis. The senior preferred stock and
the warrant were issued as an initial commitment fee for Treasury’s commitment. The stock
purchase agreement and the warrant contain covenants that significantly restrict our operations
and that are described in the 2009 Form 10-K.

We generally may draw funds under the commitment on a quarterly basis when our total
liabilities exceed our total assets on our consolidated balance sheet prepared in accordance with
GAAP as of the end of the preceding quarter. All funds drawn on the commitment are added to the
liquidation preference on the senior preferred stock, which currently has a 10% annual dividend rate.
If we do not pay the dividend quarterly and in cash, the dividend rate would increase to 12% annually,
and the unpaid dividend would accrue and be added to the liquidation preference of the senior
preferred stock.

We are continuing to operate as a going concern while in conservatorship and remain liable for
all of our obligations, including our guaranty obligations associated with the certificates and other
MBS issued by us. The stock purchase agreement is intended to enhance our ability to meet our
obligations. Certificateholders have certain limited rights to bring proceedings against Treasury if
we fail to pay under our guaranty. For a description of certificateholders’ rights to proceed against
Fannie Mae and Treasury, see “DESCRIPTION OF THE CERTIFICATES—Trust Agreement—
Certificateholders’ Rights Upon a Guarantor Event of Default” below.

Making Home Affordable Program

In March 2009, the Obama Administration announced the details of the Making Home Afford-
able Program, which is intended to provide assistance to homeowners and prevent foreclosures. We
participate in two programs under the Making Home Affordable Program. Under the first program,
the Home Affordable Refinance Program, we acquire or guarantee loans that are refinancings of
mortgage loans that we own or guarantee. The second program, the Home Affordable Modification
Program, provides for the modification of mortgage loans owned or guaranteed by us or Freddie Mac,
as well as other mortgage loans. These two programs were designed to expand the number of
borrowers who can refinance or modify their mortgages to achieve a monthly payment that is more
affordable now and in the future or to obtain a more stable loan product, such as a fixed-rate mortgage
loan in lieu of an adjustable-rate mortgage loan. The government has continued to announce updates
to the Making Home Affordable Program.

USE OF PROCEEDS

We usually issue certificates in swap transactions in which the certificates are issued in
exchange for the series trust assets directly backing the certificates. In some instances, we may
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issue certificates backed by series trust assets that we already own. In those transactions, we
generally receive cash proceeds upon sale of the certificates to the related dealers. Unless stated
otherwise in the related prospectus supplement, we apply the cash proceeds to the purchase of other
mortgage loans and for other general corporate purposes.

DESCRIPTION OF THE CERTIFICATES

This prospectus relates to certificates issued on and after May 1, 2010, which are issued under
our 2010 REMIC Master Trust Agreement, effective May 1, 2010 (as amended or replaced from time
to time, the “trust agreement”). For information about certificates issued before May 1, 2010, see the
Single-Family REMIC prospectus that was in effect at the time those certificates were issued.

The Certificates

General

We will create a series trust for each series of certificates under the trust agreement and related
issue supplement (together, the “trust documents”) for that series. We will execute the applicable
trust documents in our corporate capacity and as trustee. We will issue the guaranteed REMIC pass-
through certificates for each series pursuant to the related trust documents.

Each series of certificates will consist of two or more classes of guaranteed certificates. The
certificates will represent the entire beneficial ownership of the trust created by the trust documents.
This prospectus contains a general description of the rights of the classes of certificates of each series.
The prospectus supplement for each series will provide a more detailed description and disclose the
particular terms that apply to that series.

We summarize below certain features that are common to the classes of certificates of each
series, unless the related prospectus supplement provides otherwise.

Issuance in Book-Entry Form

We will issue the certificates of each class that represent “regular interests” in a REMIC in book-
entry form using either the book-entry system of the U.S. Federal Reserve Banks or the book-entry
system of The Depository Trust Company (“DTC”), unless we specify a different method in the related
prospectus supplement. Book-entry certificates are freely transferable on the records of any Federal
Reserve Bank or DTC, as applicable, but are not convertible to physical certificates. Any transfers are
subject to the minimum denomination requirements described below under “—Denominations.”

Federal Reserve Banks

With respect to certificates registered on the book-entry system of the Federal Reserve Banks, a
certificateholder is an entity that appears in the records of a Federal Reserve Bank as the owner of
the certificate. Only entities that are eligible to maintain book-entry accounts with a Federal Reserve
Bank may be certificateholders. These entities are not necessarily the beneficial owners of the
certificates. If a certificateholder is not also the beneficial owner of a certificate, the certificateholder
and all other financial intermediaries in the chain between the certificateholder and the beneficial
owner are responsible for establishing and maintaining accounts for their customers.

The Federal Reserve Bank of New York currently serves as our fiscal agent, pursuant to a fiscal
agency agreement, for certificates registered on the book-entry system of the Federal Reserve Banks.
In that capacity, it performs certain administrative functions for us with respect to certificateholders.
Neither we nor any Federal Reserve Bank will have any direct obligation to the beneficial owner of a
book-entry certificate who is not also a certificateholder. We and any Federal Reserve Bank may treat
the certificateholder as the absolute owner of the certificate for all purposes, regardless of any
contrary notice you may provide.
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The Federal Reserve Bank of New York also currently serves as our paying agent for certificates
registered on the book-entry system of the Federal Reserve Banks. In that capacity, it credits the
account of the certificateholder when we make a distribution on the certificates. Each certificate-
holder and any financial intermediaries are responsible for remitting distributions to the beneficial
owners of the certificates.

DTC

DTC is a limited-purpose trust company organized under the laws of the State of New York and is
a member of the U.S. Federal Reserve System, a “clearing corporation” within the meaning of the New
York Uniform Commercial Code and a “clearing agency” registered under Section 17A of the
Securities Exchange Act of 1934, as amended. DTC holds securities for DTC participants and
facilitates the clearance and settlement of transactions between DTC participants through electronic
book-entry changes to accounts of DTC participants.

Certificates registered on the book-entry system of DTC will be registered at all times in the
name of the nominee of DTC. Thus, DTC is the certificateholder. Under its normal procedures, DTC
will record the amount of certificates held by each firm that participates in the book-entry system of
DTC, whether held for its own account or on behalf of another person.

A “beneficial owner” or an “investor” is anyone who acquires a beneficial ownership interest in
the certificates. As an investor, you will not receive a physical certificate. Instead, your interest will
be recorded on the records of the brokerage firm, bank, thrift institution or other financial inter-
mediary that maintains an account for you. In turn, the record ownership of the financial interme-
diary that holds your certificates will be recorded by DTC. If the financial intermediary is not a DTC
participant, the record ownership of the financial intermediary will be recorded by a DTC participant
acting on its behalf. Therefore, you must rely on these various arrangements to transfer your
beneficial ownership interest in the certificates only under the procedures of your financial inter-
mediary and of DTC participants. In general, ownership of certificates registered with DTC will be
subject to the prevailing rules, regulations and procedures governing DTC and DTC participants.

We will direct payments on the certificates to DTC in immediately available funds. In turn, DTC,
which serves as our paying agent for certificates registered on its book-entry system, will credit the
payments to the accounts of the appropriate DTC participants in accordance with DTC’s procedures.
These procedures currently provide for payments made in same-day funds to be settled through the
New York Clearing House. DTC participants and financial intermediaries are responsible for
directing the payments to the investors in certificates that they represent.

Denominations

Interest only classes, principal only classes, inverse floating rate classes, non-sticky jump
classes, sticky jump classes and toggle classes will be issued in minimum denominations of
$100,000, with additional increments of $1. In addition, jump classes (other than non-sticky jump
and sticky jump classes) will be issued in minimum denominations of $1,000,000, with additional
increments of $1. Unless otherwise provided in the related prospectus supplement, all other certif-
icates will be issued in minimum denominations of $1,000, with additional increments of $1.

Unless otherwise provided in the related prospectus supplement, we will issue each residual
class as a single certificate with no principal balance.

Class Definitions and Abbreviations

Classes of certificates fall into different categories. The chart found in Exhibit A to this
prospectus identifies and generally defines the categories. The first column of the chart shows
our abbreviation for each category. The cover page of each prospectus supplement will identify the
categories of classes in the related series by using one or more of these abbreviations.
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Distributions on Certificates

Unless otherwise stated in the related prospectus supplement, we will make distributions to
certificateholders on the 25th day of each month (or if the 25th day is not a business day, on the next
business day). We refer to this date as a distribution date. We will make the first payment for each
series of certificates on the distribution date in the month following the month in which the
certificates are issued. For example, if an issue date is March 1st, the first distribution date for
that series will be April 25th, (or the next business day if April 25th is not a business day). A business
day is any day other than a Saturday or Sunday, a day when a fiscal agent or paying agent is closed, a
day when the Federal Reserve Bank of New York or DTC, as applicable, is closed or, with respect to
any required withdrawal for remittance to a paying agent, a day when the Federal Reserve Bank is
closed in the district where the certificate account is maintained if the related withdrawal is being
made from that certificate account. We will pay the certificateholder that is listed as of the record date
as the holder in the records of any Federal Reserve Bank or DTC, as applicable. Unless otherwise
specified in the related prospectus supplement, the record date is the close of business on the last day
of the month immediately before the month in which the distribution date occurs.

Interest Distributions

If the certificates of a particular class are interest-bearing, they will accrue interest during the
applicable interest accrual period at the applicable annual interest rate described in the related
prospectus supplement. An interest accrual period can be one of two types:

If the class is a “delay” class: The calendar month preceding the month in which the
related distribution date occurs

If the class is a “no-delay” class: The one-month period beginning on the 25th day of the
month preceding the month in which the related
distribution date occurs

The prospectus supplement also will indicate the date on which the certificates of each interest-
bearing class begin to accrue interest. For any interest-bearing class, interest accrues during each
interest accrual period on the principal balance (or notional principal balance) of that class before
giving effect to any payment of principal (or reduction in notional principal balance) of that class on
the related distribution date. Interest will continue to accrue until we have paid the outstanding
principal amount of the certificates of the class in full (or the notional principal balance of the
certificates of the class has been reduced to zero). Except in the case of an Accrual class, a Partial
Accrual class or other class as stated in the related prospectus supplement, interest that accrues
during an interest accrual period will be paid to certificateholders on the related distribution date.

The prospectus supplement for certificates of an Accrual class or a Partial Accrual class will
describe how and when the interest that accrues during an interest accrual period will be paid. Any
accrued interest that is not to be paid on a distribution date will be added to the principal balance of
each certificate of that class and, having been converted to principal, will itself begin to accrue
interest. For example, if accrued and unpaid interest on an Accrual or Partial Accrual class is
converted to principal on March 25th, interest will accrue during the interest accrual period related
to the April 25th distribution date based on the March 25th principal balance of the respective class
after giving effect to the conversion of interest to principal of that class and to the payment on
March 25th of any principal of that class.

Interest Accrual Basis

Unless we specify otherwise in the applicable prospectus supplement, we will calculate the
amount of interest due each month on the certificates on the assumption that each month consists of
30 days and each year consists of 360 days. If the prospectus supplement specifies that interest is
calculated on the certificates on an actual/360 basis, the certificates will accrue interest on the basis
of the actual number of days in each interest accrual period and a year assumed to consist of 360 days.
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If another method is used for calculating interest on the certificates, it will be specified and described
in the related prospectus supplement.

Indices for Floating Rate Classes and Inverse Floating Rate Classes

Unless we specify otherwise in the applicable prospectus supplement, the “index determination
date” for a Floating Rate class or an Inverse Floating Rate class means the second business day before
the first day of each interest accrual period (other than the initial interest accrual period) for that
class.

LIBOR. If a class of certificates accrues interest based on the London interbank offered rate
(“LIBOR”), we will calculate LIBOR on each index determination date using either the BBA Method
or the LIBO Method, both as defined below. Unless otherwise stated in the related prospectus
supplement, we will use the BBA Method. For purposes of calculating LIBOR, unless otherwise
stated in the related prospectus supplement, the term “business day” means a day on which banks
are open for dealing in foreign currency and exchange in London and New York City. Our calculation
of each LIBOR-based interest rate on each index determination date will be final and binding, absent
manifest error.

BBA Method. Under the BBA Method, LIBOR is calculated on each index determination date
based on the interest settlement rate of the British Bankers’ Association (“BBA”) for one-month
U.S. dollar deposits.1

If we are unable to use the BBA Method on any index determination date, we will use the LIBO
Method.

LIBO Method. This method uses the quotations for one-month U.S. dollar deposits offered by
the principal London office of each of the reference banks as of 11:00 a.m. (London time) on each index
determination date. We may rely on these quotations as they appear on the Reuters Screen LIBO
Page. Alternatively, we may obtain them directly from the reference banks.

Under the LIBO Method, LIBOR is calculated on each index determination date as follows:

• If at least two reference banks are making quotations, LIBOR for the next interest accrual
period will be the arithmetic mean of those quotations (rounded upwards, if necessary, to the
nearest 1/32 of 1%).

• Otherwise, LIBOR for the next interest accrual period will be the LIBOR that was determined
on the previous index determination date or the reserve interest rate, whichever is higher.

The “reserve interest rate” means the annual rate that we determine as the arithmetic mean
(rounded upwards, if necessary, to the nearest 1⁄32 of 1%) of the one-month U.S. dollar lending rates
that New York City banks (which we select) are then quoting to the principal London offices of at least
two of the reference banks. If we cannot establish this arithmetic mean, then the reserve interest rate
is the lowest one-month U.S. dollar lending rate that New York City banks (which we select) are then
quoting to leading European banks. The term “reference bank” means a leading bank (that we do not
control either by ourselves or with a third party) that engages in Eurodollar deposit transactions in
the international Eurocurrency market.

If we are unable to determine the reserve interest rate for the initial index determination date, as
described above, LIBOR for each class for the following interest accrual period will be equal to the

32

1 The “interest settlement rate” is found on Reuters Screen LIBOR01 Page as of 11:00 a.m.
(London time) on that date. Currently, it is based on rates quoted by 16 BBA-designated banks as
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London interbank market. The interest settlement rate is calculated by eliminating the four highest
rates and the four lowest rates, averaging the eight remaining rates, carrying the percentage result
to six decimal places and rounding to five decimal places.



value that will result in that class having an interest rate equal to its initial interest rate, as specified
in the related prospectus supplement. Our calculation of the rate of interest of each LIBOR Class on
each index determination date will be final and binding, absent manifest error.

COFI Index. The Eleventh District Cost of Funds or “COFI Index” published by the Federal
Home Loan Bank of San Francisco represents the monthly weighted average cost of funds for savings
institutions in Arizona, California and Nevada that are members of the Eleventh Federal Home Loan
Bank District.2 The COFI Index for a given month reflects the interest costs paid by these member
institutions on all types of funds that they held (such as savings deposits, time deposits, advances
from the Federal Home Loan Bank of San Francisco, repurchase agreements and all other borrow-
ings). The COFI Index is calculated by dividing the cost of funds by the average of the total funds
outstanding at the end of that month and the prior month. That result is then annualized and
adjusted to reflect the actual number of days in that month. Before these calculations are made, it is
sometimes necessary to adjust the component figures to neutralize the effect of events such as a
member institution leaving the Eleventh District or acquiring an institution outside the Eleventh
District. The COFI Index is also weighted to reflect the relative amounts of each type of funds that the
member institutions held at the end of that month.

Because these funds mature at various times and their costs can react in different ways to
changing conditions, the COFI Index does not necessarily reflect current market rates on new
liabilities with similar maturities. In fact, the COFI Index sometimes does not even move in the same
direction as current market rates, because as longer-term deposits and borrowings mature and are
renewed at current rates, the COFI Index is still affected by the differential between the old and new
rates on these deposits and borrowings.

If a class of certificates accrues interest based on the COFI Index (a “COFI class”) and the COFI
Index value for a given month is announced on or before the tenth day of the second following month,
we will determine the interest rate for the interest accrual period that begins in that second following
month based on that COFI Index value. If the COFI Index value is not announced until later, the
interest rate for that interest accrual period will be based on the COFI Index value for the third
preceding month.

• If, on the tenth day of the month in which any interest accrual period begins, the most recently
announced COFI Index value relates to a month before the third preceding month, then for all
future interest accrual periods we will determine the interest rate of each COFI class based on
the National Cost of Funds Index value for the third preceding month (or the fourth preceding
month if the National Cost of Funds Index was not published by the tenth day of that interest
accrual period). The “National Cost of Funds Index” means the National Monthly Median Cost
of Funds Ratio to SAIF-Insured Institutions published by the Office of Thrift Supervision.3

• If, on the tenth day of the month in which any interest accrual period begins, the most recently
published National Cost of Funds Index value relates to a month before the fourth preceding
month, then for all future interest accrual periods we will determine the interest rate of each
COFI class based on LIBOR (calculated under the BBA Method).
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(FHLBSF) Bulletin. You can obtain a copy by writing to the Office of Public Information, Federal
Home Loan Bank of San Francisco, P.O. Box 7948, 600 California Street, San Francisco, CA 94120, by
calling (415) 616-1000 or (415) 616-2600, or by accessing the FHLBSF Web site at www.fhlbsf.com.
We do not intend this Internet address to be an active link.

3 You may obtain information about the National Cost of Funds Index by writing to the Office of
Thrift Supervision (OTS) at 1700 G Street, NW, Washington, DC 20552 or by calling (202) 906-6000.
You can obtain the current National Cost of Funds Index value by calling (202) 906-6988 or by
accessing the OTS Web site at www.ots.treas.gov. We do not intend this Internet address to be an
active link.



Any change from the COFI Index will result in a change in the index level and could increase the
volatility of the index level. This is especially true when LIBOR is the alternative index. Our
calculation of the rate of interest of each COFI class on each index determination date will be final
and binding, absent manifest error.

Treasury Index. If a class of certificates accrues interest based on a Treasury Index, we will
determine the Treasury Index for Treasury securities of the maturity and for the dates specified in
the related prospectus supplement. Generally, the “Treasury Index” for any period means the yield
for the specified date (or the average of the yield for each business day in the specified period),
expressed as a percentage, on U.S. Treasury securities adjusted to the “constant maturity” specified
in the prospectus supplement (or, if the prospectus supplement does not specify a “constant maturity,”
U.S. Treasury securities trading in the secondary market having the maturity specified in the
prospectus supplement). In either case, this yield is made available by the Federal Reserve Board on a
weekly basis.4

Yields on U.S. Treasury securities at “constant maturity” are derived from the U.S. Treasury’s
daily yield curve. This curve relates to the yield on a security to its time of maturity and is based on
the closing market bid yields on actively traded Treasury securities in the over-the-counter market.
These market yields are calculated from composites of quotations reported by five leading U.S. Gov-
ernment securities dealers to the Federal Reserve Bank of New York. This method provides a yield for
a given maturity even if no security with that exact maturity is outstanding. Our calculation of each
Treasury Index-based interest rate on each index determination date will be final and binding,
absent manifest error.

Prime Rate. If a class of certificates accrues interest based on the Prime Rate, we will
determine the Prime Rate on each index determination date. Unless the prospectus supplement
for a series specifies otherwise, “Prime Rate” means the Prime Rate as published in the “Money
Rates” section of The Wall Street Journal on the related index determination date. If The Wall Street
Journal is not then published, we will choose another newspaper of general circulation. If a prime
rate range is given, we will use the average of the range. Our calculation of each Prime Rate-based
interest rate on each index determination date will be final and binding, absent manifest error.

SIFMA Muni Swaps Index. If a class of certificates accrues interest based on the SIFMA
Muni Swaps Index, we will be responsible for determining the interest rate using the most recently
published SIFMA Muni Swaps Index value on each index determination date. The “SIFMA Muni
Swaps Index” means the Securities Industry and Financial Markets Association Municipal Swaps
Index, a seven-day high-grade market index comprised of tax-exempt variable-rate demand obli-
gations produced by Municipal Markets Data, a Thomson Financial Services Company. Our calcu-
lation of each SIFMA Muni Swaps Index-based interest rate on each index determination date will be
final and binding, absent manifest error.
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Reserve Statistical Release: Selected Interest Rates No. H.15(519) (the “Statistical Release”). The
Statistical Release usually appears on Monday (or Tuesday, if Monday is not a business day) of every
week. You can obtain a copy by writing the Publications Department at the Board of Governors of the
Federal Reserve System, 20th Street and Constitution Avenue, NW, Washington, DC 20551, by calling
(202) 452-3245 or by accessing the Federal Reserve Web site at www.federalreserve.gov/releases. We do
not intend this Internet address to be an active link. If we have not yet received the Statistical Release
for a week, we will use the Statistical Release from the prior week. The Federal Reserve Board’s current
method of official publication of the Statistical Release is by hard copy release, although the Federal
Reserve Board does provide unofficial rates on its Web site.



Principal Distributions

On each distribution date for a given series of certificates, we will pay the holders of each class
the amount of principal specified in the related prospectus supplement. We will pay the holders of
each class the outstanding principal balance of each class in full no later than the final distribution
date for that class.

The prospectus supplement for each series will specify how we determine the aggregate principal
distribution amount for each distribution date. We will make principal payments on each class of
certificates of a series entitled to principal (other than retail certificates) on a pro rata basis among all
the certificates of that class, unless the related prospectus supplement provides otherwise. For a
description of principal payments on retail classes, see “—Special Characteristics of the Retail
Certificates” below.

Combination and Recombination

General

If provided in the related prospectus supplement, all or a portion of specified certificates may be
exchanged for a proportionate interest in related combinable and recombinable (“RCR”) certificates
in the combinations specified in the prospectus supplement. Moreover, all or a portion of the RCR
certificates may be exchanged for specified certificates in the same manner. This process may occur
repeatedly.

Holders of RCR certificates will be the beneficial owners of a proportionate interest in the series
trust assets and will receive a proportionate share of the distributions on the related certificates.

The classes of specified certificates and RCR certificates that are outstanding at any given time,
and the outstanding principal balances (or notional principal balances) of these classes, will depend
upon distributions of principal (or notional principal balance reductions) on the related classes and
RCR certificates, as well as any exchanges that occur. Specified certificates and RCR certificates may
be exchanged only in the proportions set forth in the related prospectus supplement.

Certain exchanges may result in an interim adjustment due to the different interest accrual
periods (i.e., delay vs. no delay, no delay vs. delay) of the specified certificates being exchanged. The
interim adjustment may result in Fannie Mae or the dealer submitting a claim for principal and
interest payments.

Procedures

If a certificateholder wishes to exchange certificates, the certificateholder must notify our
Structured Transactions Department through one of our “REMIC Dealer Group” dealers in writing
or electronically no later than two business days before the proposed exchange date. The exchange
date can be any business day of the month, subject to our approval. The notice must include the
original principal balance of both the certificates to be exchanged and the certificates to be received,
and the proposed exchange date. Cancellation of an exchange requires Fannie Mae’s consent.

In connection with each exchange, the certificateholder must pay us an exchange fee. Certif-
icateholders should contact the Structured Transactions Group at (202) 752-7875 for a determination
of the exchange fee. In no event will our fee be less than $2,000.

We will make the first distribution on a certificate or an RCR certificate received in an exchange
transaction on the distribution date in the month following the exchange. We will make that
distribution to the certificateholder of record as of the close of business on the last day of the month
of the exchange.
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Additional Considerations

The characteristics of RCR certificates will reflect the characteristics of the certificates used to
form those RCR certificates. You should consider a number of factors that will limit your ability to
exchange certificates for RCR certificates or vice versa:

• At the time of the proposed exchange, a certificateholder must own certificates of the related
class or classes in the proportions and minimum denominations necessary to make the desired
exchange.

• A certificateholder that does not own the certificates may be unable to obtain the necessary
certificates or RCR certificates.

• If the proposed exchange would result in a certificateholder holding a certificate or RCR
certificate of a class in an amount less than the applicable minimum denomination for that
class, the certificateholder will be unable to effect the proposed exchange.

• The holder of certificates needed to make a desired exchange may refuse to sell them at a
reasonable price (or any price).

• Certificates may have been purchased and placed into other financial structures and thus be
unavailable for exchange.

• Principal distributions will decrease the amounts available for exchange over time.

• Only the combinations set forth in the related prospectus supplement are permitted.

Special Characteristics of the Retail Certificates

General

From time to time we issue series of certificates that are designated for sale to retail investors
(“Retail Class”). We will issue each Retail Class in an integral number of $1,000 units (“Retail Class
units”). Unless otherwise provided in the related prospectus supplement, each Retail Class will be
represented by a single certificate (“Retail certificate”) maintained on the book-entry system of DTC.

Retail Interest Payments. We will pay interest on the Retail certificates on each distribution
date in an amount equal to one month’s interest at the applicable annual interest rate set forth in the
related prospectus supplement, accrued on their outstanding principal balances immediately before
that distribution date. See “—Distributions on Certificates—Interest Distributions” above.

Retail Principal Payments. On each applicable distribution date, we will pay principal on a
Retail Class (a “Retail Principal Payment”) in increments of $1,000, based on the priorities and
limitations described in this prospectus and the related prospectus supplement. Either a paying
agent that we engage or DTC will determine the portion of the Retail Principal Payment to be paid to
particular retail class units held for the account of DTC participants. Financial intermediaries and
DTC participants will in turn determine the portion of the Retail Principal Payment to be paid to
particular retail class units held for the account of each investor that they represent.

Rounding of Retail Principal Payments. On each distribution date on which principal is to be
paid on a class of Retail certificates, the payment amount will be rounded to the nearest $1,000
increment. When we first make a Retail Principal Payment to a class of Retail certificates, we will
round that payment upward to the nearest $1,000 by withdrawing the necessary amount from the
related retail cash deposit (a non-interest bearing cash deposit of $999.99 for each Retail Class). After
the initial Retail Principal Payment, we will apply the amount available as principal of the class as
follows: first, to replenish the related retail cash deposit and, second, as a Retail Principal Payment
(rounded to the nearest $1,000).

We will repeat this procedure on each distribution date until the principal balance of the class of
Retail certificates is reduced to zero. On any distribution date, a Retail Principal Payment may be
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slightly more or less than it would be in the absence of rounding, but any such difference will never
exceed $999.99. The total amount of all Retail Principal Payments made through any distribution
date will never be less than it would have been in the absence of rounding.

Retail Principal Payment Requests. If you are an investor in Retail certificates, you may
request that principal of your retail class unit or units be paid to you in increments of $1,000 on
the earliest possible distribution date (each, a “Retail Principal Payment Request”). You must submit
a Retail Principal Payment Request to the financial intermediary that maintains the account
reflecting your ownership interest in the Retail Class. If the financial intermediary is not a DTC
participant, it must notify the related DTC participant of the request. The DTC participant must then
make the request to DTC in writing, as required by DTC.

DTC will establish procedures for determining the order in which it receives requests. When
DTC receives a request, it will note the date and time the request was received and forward it to the
paying agent. The paying agent will not be liable for any delay in delivery to it of Retail Principal
Payment Requests or for the withdrawal of requests.

The paying agent will maintain a list of DTC participants representing investors that have
submitted Retail Principal Payment Requests. The list will include the order of receipt and the
amounts of such requests. The paying agent will notify DTC and the applicable DTC participants as
to which requests to honor on each distribution date. DTC will honor Retail Principal Payment
Requests according to the procedures, and subject to the priorities and limitations, described below.
Either the paying agent or DTC will establish the procedures for determining such priorities and
limitations. The decisions of the paying agent and DTC concerning such matters will be final and
binding on all affected persons.

Withdrawing a Retail Principal Payment Request. To withdraw a Retail Principal Payment
Request, you must notify the financial intermediary that maintains the account reflecting your
interest in the class. If the financial intermediary is not a DTC participant, it must notify the related
DTC participant, which will forward the withdrawal to the paying agent, on a form that DTC
requires. A Retail Principal Payment Request will be considered withdrawn upon the transfer of
beneficial ownership of the related Retail certificate, but only if the paying agent receives notification
of the withdrawal on the proper form.

DTC can honor a Retail Principal Payment Request on any distribution date only if it receives the
request and forwards it to the paying agent by the record date. DTC can honor the withdrawal of a
request on any distribution date only if the DTC participant receives the withdrawal and forwards it
to the paying agent by the record date. Priority will be given to investors on whose behalf Retail
Principal Payment Requests have been duly received and not withdrawn. DTC will honor requests in
the following order of priority:

(i) DTC will honor requests on behalf of Deceased Owners (as defined below) in the order it
receives them, until it has honored each such request in an initial amount up to $100,000 of
original principal balance per Deceased Owner; and

(ii) DTC will honor requests on behalf of Living Owners (as defined below) in the order it
receives them, until it has honored each such request in an initial amount up to $10,000 of
original principal balance per Living Owner.

After that, DTC will honor requests on behalf of:

(x) Deceased Owners, as provided in clause (i), up to an additional $100,000 of original
principal balance; and

(y) Living Owners as provided in clause (ii), up to an additional $10,000 of original principal
balance.
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DTC will repeat this sequence of priorities until it has honored all Retail Principal Payment
Requests.

If a Retail Principal Payment Request is submitted on behalf of a Living Owner who becomes a
Deceased Owner, that request takes on the priority of a newly submitted request on behalf of a
Deceased Owner. DTC must receive appropriate evidence of death and any required tax waivers and
forward these items to the paying agent on or before the related record date.

On any distribution date, if the Retail Principal Payment Requests for a class of Retail certif-
icates exceed the aggregate amount of principal available for payment, those requests will auto-
matically be honored on later distribution dates, without the investor making any additional Retail
Principal Payment Requests, all in accordance with the procedures of the paying agent.

Excess Retail Principal Payment by Random Lot. On any distribution date, if a Retail Principal
Payment for a class of Retail certificates exceeds the amount evidenced by the Retail Principal
Payment Requests received by the paying agent, the Retail certificates in respect of which principal
payments are to be made (in increments of $1,000) will be determined under the random lot
procedures of DTC and the established procedures of the DTC participants and financial interme-
diaries. Accordingly, a DTC participant or financial intermediary may choose to allot the excess
portion of the Retail Principal Payment to the accounts of some investors (which could include that
DTC participant or financial intermediary) without allotting such distributions to the accounts of
other investors.

Beneficial Owners. A “Deceased Owner” is a beneficial owner of Retail certificates who was
living when that interest was acquired and whose authorized representative provides DTC with
evidence of death satisfactory to the paying agent and any tax waivers requested by the paying agent.
A “Living Owner” is any beneficial owner of Retail certificates other than a Deceased Owner.

• Retail certificates beneficially owned by tenants by the entirety, joint tenants or tenants in
common (each, a “Tenant”) are considered beneficially owned by a single owner. The death of
an individual Tenant will be considered the death of the beneficial owner. In the event of such a
death, the Retail certificates beneficially owned by the Tenants will be eligible for the priority
in principal payment described above.

• Retail certificates beneficially owned by a trust will be considered beneficially owned by each
beneficiary of the trust. However, a trust’s beneficiaries as a group will not be considered to
own more than the principal amount of Retail certificates owned by the related trust.

• The death of a beneficiary of a trust will be considered the death of a beneficial owner of a share
of the related Retail certificates that corresponds to that beneficiary’s interest in the trust.

• The death of a Tenant in a tenancy that is the beneficiary of a trust will be considered the death
of the beneficiary of the trust.

• The death of a person who had been entitled to substantially all of the beneficial ownership
interests in any Retail certificates will be considered the death of the beneficial owner of those
Retail certificates, regardless of the owner identified in the relevant records, if that beneficial
interest can be established to the paying agent’s satisfaction.

• Beneficial interests are considered to exist in the case of street name or nominee ownership,
ownership by a trustee, ownership under the Uniform Gifts to Minors Act and community
property or other joint ownership arrangements between spouses. Beneficial interests will
include the power to sell, transfer or otherwise dispose of Retail certificates and the right to
receive the related proceeds, as well as interest and principal payments on the Retail
certificates.

38



Tax Information

As required by federal law, we will provide to depository participants and financial intermedi-
aries information that will allow beneficial owners of the Retail certificates to calculate properly the
taxable income attributable to the Retail certificates. Financial intermediaries, in turn, will be
obligated to supply such information to individuals and other beneficial owners who are not “exempt
recipients.” Beneficial owners should be aware, however, that such information need not be furnished
before March 15 of any calendar year following a calendar year in which income accrues on a Retail
certificate. The Retail certificates may be issued with “original issue discount” or at a premium for
federal income tax purposes. You should be aware that the beneficial owners of Retail certificates
must include in gross income original issue discount, if any, as it accrues under a method that
generally results in recognition of some taxable income in advance of receipt of the cash attributable
to such income. You also should be aware that beneficial owners of Retail certificates should treat any
premium, any original issue discount and any market discount with respect to such certificates in the
same manner as beneficial owners of other “regular interests” in a REMIC. See “MATERIAL
FEDERAL INCOME TAX CONSEQUENCES—Taxation of Beneficial Owners of Regular
Certificates” in this prospectus. Because the Retail certificates will not receive payments of
principal on a pro rata basis, however, a payment in full of a Retail certificate may be treated as
a prepayment for purposes of the premium, original issue discount and market discount rules.
Additional tax consequences affecting beneficial owners of the Retail certificates are discussed under
“MATERIAL FEDERAL INCOME TAX CONSEQUENCES—Taxation of Beneficial Owners
of Regular Certificates” in this prospectus.

Special Characteristics of the Residual Certificates

We will issue the certificates of each series that represent the “residual interest” in a REMIC in
fully registered, certificated form. When we use the term “holder” or “certificateholder” in connection
with a residual certificate, we mean the registered owner of the certificate. You may transfer and
exchange residual certificates at the corporate trust office of our transfer agent. We will furnish more
specific instructions regarding transfer and exchange of residual certificates in the prospectus
supplement for the related series. If you transfer or exchange a residual certificate and the gov-
ernment imposes a tax or other charge, we may require that you reimburse us. We will make
payments on the residual certificates of each series in the manner described in the related prospectus
supplement.

We will not permit any transfer of a residual certificate to a “disqualified organization” or to
anyone acting on behalf of a disqualified organization. The term “transfer” can include any transfer of
record ownership or of beneficial ownership, whether as a result of a sale, gift, pledge, default or
otherwise. The term “disqualified organization” includes the United States, any State or other
political subdivision, any foreign government, any international organization, or any agency or
instrumentality of any of them (other than certain taxable instrumentalities), any cooperative
organization furnishing electric energy or providing telephone service to persons in rural areas,
or any organization (other than a farmers’ cooperative) that is exempt from federal income tax, unless
such organization is subject to a tax on unrelated business income.

In addition, we will not permit the transfer of a residual certificate to any person that is not a
“U.S. Person” or a foreign person subject to United States income taxation on a net basis on income
derived from that certificate without our written consent. The term “U.S. Person” means

• a citizen or resident of the United States;

• a corporation, partnership or other entity treated as a corporation or partnership for United
States federal income tax purposes organized in or under the laws of the United States, any
State thereof or the District of Columbia (unless, in the case of a partnership, Treasury
regulations provide otherwise);
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• an estate the income of which is subject to U.S. federal income tax regardless of the source of its
income; or

• a trust if a court within the United States can exercise primary supervision over its admin-
istration and one or more U.S. Persons have the authority to control all substantial decisions of
the trust.

Each person or entity to which a residual certificate is transferred will be required to execute an
affidavit, acceptable to us, stating that:

• the transferee is a U.S. Person or a foreign person subject to United States income taxation on
a net basis on income derived from that certificate;

• if the transferee is a partnership for U.S. federal income tax purposes, each person or entity
that holds an interest (directly, or indirectly through a pass-through entity) in the partnership
is a U.S. Person or a foreign person subject to United States income taxation on a net basis on
income derived from that certificate;

• the transferee is not a disqualified organization;

• it is not acquiring the residual certificate for the account of a disqualified organization;

• it consents to any amendment of the related trust documents that we deem necessary (upon
the advice of our counsel) to ensure that the residual certificate will not be owned directly or
indirectly by a disqualified organization;

• it is not acquiring the residual certificate to avoid or impede the assessment or collection of tax;

• it understands that it may incur tax liabilities in excess of any cash that it will receive on the
residual certificate;

• it intends to pay taxes on the residual certificate as they become due;

• it will not cause income from the residual certificate to be attributed to a foreign permanent
establishment or fixed base of the transferee or another taxpayer; and

• it will not transfer the residual certificate unless it has received from the new transferee an
affidavit containing these same representations and it does not have actual knowledge that
this other affidavit is false.

See “MATERIAL FEDERAL INCOME TAX CONSEQUENCES—Taxation of Beneficial
Owners of Residual Certificates—Sales and Other Dispositions of Residual Certificates—
Residual Certificates Transferred to or Held by Disqualified Organizations” in this prospectus. The
transferee also must deliver a properly executed Internal Revenue Service Form W-9 (or, if appli-
cable, a Form W-8ECI) in which the transferee provides its taxpayer identification number. In
addition, if a pass-through entity (including a nominee) holds a residual certificate, it may be subject
to additional taxes if a disqualified organization is a record holder in the entity.

Under regulations issued by the Treasury Department, the transfer of a “noneconomic residual
interest” will be disregarded for all federal tax purposes if a significant purpose of the transfer is to
impede the assessment or collection of tax. A residual certificate generally will be a noneconomic
residual interest unless, at the time of the transfer, two conditions are met. First, the present value of
the expected future payments on the residual certificate is no less than the product of the present
value of the “anticipated excess inclusions” on that certificate and the highest corporate rate of tax for
the year in which the transfer occurs. Second, the transferor reasonably expects that the transferee
will receive payments from the applicable series trust in an amount sufficient to satisfy the liability
for income tax on any “excess inclusions” at or after the time when the liability accrues. The term
“anticipated excess inclusions” means excess inclusions that are anticipated to be allocated to each
calendar quarter (or portion of a quarter) following the transfer of the residual certificate, determined
as of the date the residual certificate is transferred and based on events that have occurred as of that
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date and on the prepayment assumptions. See “MATERIAL FEDERAL INCOME TAX CONSE-
QUENCES—Taxation of Beneficial Owners of Regular Certificates—Treatment of Origi-
nal Issue Discount” and “—Taxation of Beneficial Owners of Residual Certificates—
Treatment of Excess Inclusions” in this prospectus.

Under the regulations, the phrase “a significant purpose of the transfer to impede the assess-
ment or collection of tax” means that the transferor of a residual certificate had “improper knowl-
edge” at the time of the transfer. In other words, the transferor knew, or should have known, that the
transferee would be unwilling or unable to pay taxes due on its share of the taxable income of the
related REMIC. A transferor is presumed not to have improper knowledge if four conditions are met.
First, the transferor conducts, at the time of the transfer, a reasonable investigation of the financial
condition of the transferee and, based on the results, finds that the transferee has historically paid its
debts as they come due and finds no significant evidence to indicate that the transferee will not
continue to pay its debts as they come due in the future. Second, the transferee represents to the
transferor that the transferee understands that it may incur tax liabilities in excess of any cash that
it will receive on the residual certificate and that it intends to pay taxes on the residual certificate as
they become due. Third, the transferee represents that it will not cause income from the residual
certificate to be attributable to a foreign permanent establishment or fixed base of the transferee or
another U.S. taxpayer. Fourth, the transfer satisfies either the “asset test” or the “formula test.” If you
plan to transfer a residual certificate, you should consult your own tax advisor for further
information.

A transfer satisfies the asset test if (i) the transferee’s gross assets exceed $100 million and its net
assets exceed $10 million (in each case, at the time of the transfer and at the close of each of the
transferee’s two fiscal years preceding the year of transfer), (ii) the transferee is an “eligible
corporation” and it agrees in writing that any subsequent transfer of the residual certificate will
be to an eligible corporation and will comply with the safe harbor and satisfy the asset test, and
(iii) the facts and circumstances known to the transferor do not reasonably indicate that the taxes
associated with the residual certificate will not be paid. A transfer satisfies the formula test if the
present value of the anticipated tax liabilities associated with holding the residual certificate is less
than or equal to the present value of the sum of (i) any consideration given to the transferee to acquire
the certificate, (ii) expected future distributions on that certificate, and (iii) anticipated tax savings
associated with holding that certificate as the related REMIC trust generates losses. The regulations
contain additional details regarding their application and you should consult your own tax advisor
regarding the application of the regulations to an actual transfer of a residual certificate.

Reports to Certificateholders

Monthly Factor

Unless otherwise provided in the related prospectus supplement, we will publish the “class
factor” for each class of certificates backed by Fannie Mae Securities on or about the 11th calendar
day of each month. We will publish the class factor for each class of certificates backed by Ginnie Mae
Securities or Third Party Securities on or before each monthly distribution date. The class factors are
made available each month on our Web site and in various financial publications. We, or an agent that
we engage for this purpose, will make all necessary numerical calculations.

If you multiply the class factor for a certificate (other than a Retail certificate) by the original
principal balance (or notional principal balance) of that certificate, you will obtain the current
principal balance (or notional principal balance) of that certificate, after giving effect to the current
month’s principal payment (or notional principal balance adjustment) and after adding the current
month’s accrued interest to any Accrual class or Partial Accrual class.

In the case of Retail certificates, if you multiply the class factor by the aggregate original
principal balance of that Retail Class, you will obtain the current aggregate principal balance of the
Retail certificates of that class, after giving effect to the current month’s principal payment. As a

41



result, the class factor for each Retail Class will reflect the reduction in aggregate principal balance of
that class taken as a whole, and will not reflect the reduction in principal balance of the Retail
certificates of that class owned by any particular investor. For purposes of determining the class
factor for each Retail Class, we will disregard any rounding of the principal payment on that class.

Tax Information

Within a reasonable time after the end of each calendar year, we will post on our Web site, or
otherwise make available, information required by the federal income tax laws.

Trust Agreement

We summarize below certain provisions of the trust agreement. This summary is not complete
and may be altered by specific provisions described in the related prospectus supplement for a specific
series trust. If there is any conflict between the information in this prospectus and the actual
provisions of the trust documents, the terms of the trust documents will govern. You may obtain a
copy of the trust agreement for your series trust from our Washington, DC office or our Web site at
www.fanniemae.com. You may obtain a copy of the issue supplement that applies to your issuance of
certificates from our Washington, DC office.

Fannie Mae Guaranty

We are the guarantor under the trust agreement. We guarantee to each series trust that we will
supplement amounts received by the series trust as required to permit payment of interest and
principal, as applicable, on the certificates to the extent described in the related prospectus sup-
plement. We also guarantee to each series trust that we will supplement amounts received by the
series trust as required to make the full and final payment of any unpaid principal amount of the
certificates of each class no later than the final distribution date for that class. Our guaranty is
effective whether or not sufficient funds have been remitted to us for the related series trust.

If we were unable to perform our guaranty obligations, holders of each class of certificates of a
series would receive from the related series trust only the amounts paid on the related series trust
assets. Those amounts generally would be limited to borrower payments and any other recoveries on
those series trust assets, such as insurance, condemnation and foreclosure proceeds. In that event,
delinquencies and defaults on the mortgage loans underlying those series trust assets would directly
affect the amounts that certificateholders would receive each month.

Our guaranty runs directly to each series trust and not directly to certificateholders. As a result,
certificateholders have only limited rights to bring proceedings directly against Fannie Mae to
enforce our guaranty. Certificateholders also have certain limited rights to bring proceedings against
Treasury if we fail to pay under our guaranty. For a description of certificateholders’ rights to proceed
against Fannie Mae and Treasury, see “—Certificateholders’ Rights Upon a Guarantor Event of
Default” below.

We alone are responsible for making payments under our guaranty. The certificates
and payments of principal and interest on the certificates are not guaranteed by the
United States and do not constitute a debt or obligation of the United States or any of its
agencies or instrumentalities other than Fannie Mae.

Transfer of Series Trust Assets to Series Trusts

The trust documents for each series trust require that at the time of issuance of the certificates,
the assets comprising the related series trust assets will be assigned to us as trustee. The trust
documents will contain a security schedule that identifies the series trust assets in that series trust.
The series trust assets will be registered in our name as trustee on the books of the Federal Reserve
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Bank of New York or other applicable book-entry system. As trustee, we will hold (directly or
indirectly) the series trust assets for the benefit of the holders of the certificates of that series.

Purchase or Substitution of Series Trust Assets

Purchase

The trust agreement provides that we may purchase series trust assets from the related series
trust under the following circumstances:

• Each seller that sells us series trust assets that are included in a series trust makes certain
representations and warranties about itself and the series trust assets. If we discover a breach
of a representation or warranty, we may, within 90 days after our discovery of the breach,
purchase the affected series trust asset from the related series trust. However, we may not
purchase from the related series trust any series trust asset that is a principal only security or
an interest only security.

• If we determine, or a court or a governmental agency authorized to oversee our mortgage
business determines, that our acquisition of any series trust asset was not authorized, or if a
court or government agency requires purchase of that series trust asset from a series trust, we
will purchase the affected series trust asset from the related series trust as soon as practicable.

In each instance, the purchase price will be the principal balance of the affected series trust asset
plus accrued interest. The principal balance will be passed through to the related certificateholders
on the first distribution date after the date of the purchase.

For a discussion of how purchases of series trust assets may affect the performance of the
certificates, see “RISK FACTORS—PREPAYMENT FACTORS—We may withdraw some or
all of the series trust assets due to a breach of representations and warranties, acceler-
ating the rate at which you receive your return of principal” in this prospectus. For a
discussion of how purchases from MBS trusts of mortgage loans backing the series trust assets may
affect the performance of the certificates, see “RISK FACTORS—PREPAYMENT FACTORS—
Property/Credit/Repurchase Risk—We could withdraw some or all of the mortgage loans out
of the pool due to a breach of representations and warranties, accelerating the rate at
which you receive your return of principal” in the Single-Family MBS prospectus.

Substitution

The trust agreement also provides that instead of purchasing series trust assets as to which a
breach of a representation or warranty has occurred, we may remove the series trust assets from the
related series trust and substitute one or more other series trust assets, provided that the following
criteria are met:

• The substitute series trust assets have the agreed-upon characteristics for series trust assets
to be included in the related series trust (subject to customarily permitted tolerances);

• The substitute series trust assets have an aggregate principal balance, as of the date of
substitution, equal to the unpaid principal balance of the series trust assets being
removed; and

• The substitution occurs within two years after the settlement date of the related series of
certificates.

Certificate Account

Funds collected on the series trust assets and used to pay certificateholders are deposited into a
certificate account at an eligible depository. Funds held in the certificate account are held by us as
trustee in trust for the benefit of certificateholders pending distribution to certificateholders.
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Amounts in any certificate account are held separately from our general corporate funds but are
commingled with funds for all series trusts (as well as other trusts for which we are acting as trustee)
and are not separated on a trust by trust basis. We may invest funds in any certificate account in
specified eligible investments, including our own debt instruments. We are entitled to all earnings on
funds on deposit in each certificate account as a trust administration fee. Certificateholders are not
entitled to any earnings from any certificate account, nor are they liable for any losses in a certificate
account.

Certain Matters Regarding Our Duties as Trustee

We serve as trustee under the trust agreement. Under the trust agreement, the trustee may
consult with and rely on the advice of counsel, accountants and other advisors. The trustee will not be
responsible for errors in judgment or for anything it does or does not do in good faith if it so relies. This
standard of care also applies to our directors, officers, employees and agents. We are not required, in
our capacity as trustee, to risk our funds or incur any liability if we do not believe those funds are
recoverable or if we do not believe adequate indemnity exists against a particular risk. This does not
affect our obligations to each series trust as guarantor under the Fannie Mae guaranty.

The trustee is not personally liable with respect to any action taken, permitted or omitted to be
taken by it in good faith with respect to a series in accordance with the direction of the holders of
certificates representing at least 5% of the voting rights of any class of that series as to the time,
method and place of conducting any proceeding for any remedy available to the trustee, or exercising
any trust or power conferred upon the trustee, under the trust documents.

We are indemnified by each series trust for actions we take in our capacity as trustee in
connection with the administration of that trust. Officers, directors, employees, and agents of the
trustee are also indemnified by each series trust with respect to that trust. Nevertheless, neither we
nor they will be protected against any liability if it results from willful misfeasance, bad faith or gross
negligence or as a result of willful disregard of our duties.

So long as no guarantor event of default has occurred and is continuing with respect to a series,
the trustee is not required to investigate the facts or matters found in any document presented to it
unless (i) either the guarantor or the holders of certificates representing at least 25% of the voting
rights of any class of that series request it to do so, and (ii) if the trustee is not reasonably assured by
the security afforded to it under the trust documents, the guarantor or such holders, as applicable,
within a reasonable time have provided the trustee with reasonable indemnification for costs,
expenses, or liabilities likely to be incurred by it in its investigation. In addition, the trust agreement
provides that the trustee may, but is not obligated to, undertake any legal action that it deems
necessary or desirable in the interests of certificateholders. We may be reimbursed for the legal
expenses and costs of the action from the assets of the related series trust.

We may resign from our duties as trustee under the trust agreement with respect to a series trust
upon providing 90 days’ advance notice to the guarantor. Our resignation would not become effective
until a successor has assumed our duties. We may be removed as trustee only if a “guarantor event of
default” has occurred and is continuing with respect to a series trust. See “—Guarantor Events of
Default” below. In that case, at the direction of the holders of certificates of any class of that series
representing at least 51% of the voting rights of that class, we will resign or may be removed as the
trustee with respect to the related series trust, and, to the extent permitted by law, all of our rights
and obligations as trustee with respect to that series trust will be terminated when we are notified in
writing of such termination. Moreover, the holders of certificates of any class of that series repre-
senting at least 51% of the voting rights of that class may appoint a successor trustee to assume all of
our duties as trustee. Even after our termination as trustee, we will continue to be liable for our
obligations as trustee of that series trust that arose before the termination and will continue to be
obligated under our guaranty.
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Removal of Successor Trustee

If Fannie Mae is no longer serving as the trustee and a successor trustee has been appointed, the
following events are “trustee events of default”:

• with respect to a series trust, the successor trustee fails to deliver to the paying agent all
required funds for distribution (to the extent the trustee has received the related funds), and
the failure continues uncorrected for 15 days after written notice of nonpayment and a
demand for remedy have been given to the successor trustee by either the guarantor or, if
a guarantor event of default has occurred and is continuing, the holders of certificates of any
affected class representing at least 5% of the voting rights of that class;

• with respect to a series trust, the successor trustee fails to fulfill any of its other obligations
under the trust agreement or the related issue supplement, and the failure continues uncor-
rected for 60 days after written notice of such failure and a demand for remedy have been given
to the successor trustee by either the guarantor or, if a guarantor event of default has occurred
and is continuing, the holders of certificates of any affected class of that series representing at
least 25% of the voting rights of that class;

• the successor trustee ceases to be eligible to serve as trustee under the terms of the trust
agreement;

• the successor trustee becomes substantially incapable of acting as trustee, or a court or the
regulatory entity that has primary supervisory authority over it determines, under applicable
law and regulation, that the successor trustee is unable to remain as trustee; or

• the successor trustee becomes insolvent, a conservator or receiver is appointed (either vol-
untarily or involuntarily and in the case of an involuntary appointment, the order has been
undischarged or unstayed for 60 days) or the successor trustee admits in writing that it is
unable to pay its debts.

If a trustee event of default occurs with respect to a series and continues uncorrected, the
guarantor or, if a guarantor event of default has occurred and is continuing, the issuer may, and if
directed by holders of certificates of any class of that series representing at least 51% of the voting
rights of that class, will, remove the successor trustee as trustee as to that series trust and appoint a
new successor trustee. Notwithstanding the termination of the successor trustee, its liability under
the trust documents related to the series trust arising before the termination will continue after the
termination.

A successor trustee may also be removed without cause by the guarantor at any time (unless a
guarantor event of default has occurred and is continuing) and, upon such removal, the guarantor
may appoint another successor trustee within 90 days after the date that notice is given to the former
successor trustee.

Guarantor Events of Default

With respect to any series trust, each of the following events will be considered a “guarantor
event of default” under the related trust documents:

• we fail to make a guaranty payment required under the terms of the trust documents with
respect to a series and our failure continues uncorrected for 15 days after written notice of the
failure and a demand for cure have been given to us and the trustee by the holders of
certificates of any affected class of that series representing at least 5% of the voting rights of
that class;

• we fail in any material way to fulfill any other obligations of the guarantor under the trust
documents and our failure continues uncorrected for 60 days after written notice of the failure
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and a demand for cure have been given to us and the trustee by the holders of certificates of
any affected class of that series representing at least 25% of the voting rights of that class; or

• we become insolvent, a receiver, conservator or liquidator is appointed (either voluntarily or
involuntarily and in the case of an involuntary appointment, the order appointing the receiver
or new conservator has been undischarged or unstayed for 60 days) or we admit in writing that
we are unable to pay our debts.

Certificateholders’ Rights Upon a Guarantor Event of Default

A certificateholder generally does not have any right under the trust documents to institute any
proceeding against us unless a guarantor event of default has occurred and is continuing. If a
guarantor event of default has occurred and is continuing with respect to a series, a certificateholder
may institute such a proceeding only if (i) the holders of certificates representing at least 25% of the
voting rights of any class of that series have requested in writing that the trustee institute the
proceeding in its own name as trustee, and (ii) the trustee for 120 days has neglected or refused to
institute the proceeding.

The trustee will be under no obligation to take any action or to institute, conduct or defend any
litigation under the trust agreement at the request, order or direction of any certificateholder unless
the certificateholders have offered to the trustee reasonable security or indemnity against the costs,
expenses and liabilities that the trustee may incur.

The rights of certificateholders may be limited during a receivership or future conservatorship.
See “RISK FACTORS—FANNIE MAE GOVERNANCE FACTORS.”

Under the stock purchase agreement, certificateholders are given certain limited rights against
Treasury under the following circumstances: (i) we default on our guaranty payments, (ii) Treasury
fails to perform its obligations under its funding commitment, and (iii) we and/or the conservator are
not diligently pursuing remedies in respect of that failure. In that case, the holders of the affected
certificates may file a claim in the U.S. Court of Federal Claims for relief requiring Treasury to fund
up to the lesser of

(1) the amount necessary to cure the payment default, and

(2) the lesser of (a) our net worth deficit as of the last day of the immediately preceding fiscal
quarter and (b) the greater of (i) $200 billion, and (ii) $200 billion plus the cumulative total of
the net worth deficits determined for all of the 2010, 2011 and 2012 calendar quarters, less
any surplus amount (defined as the amount, if any, by which (A) our total assets, excluding
the commitment and any unfunded amounts under the commitment, exceed (B) our total
liabilities), as determined as of December 31, 2012,

less the aggregate amount of funding previously provided under the commitment.

Voting Rights Under the Trust Documents

Unless otherwise provided in the related prospectus supplement, for purposes of giving any
consent pursuant to the trust agreement, 2% of all voting rights will be allocated among the holders of
the Notional classes in proportion to the then-outstanding notional principal balances of their
respective certificates, and 98% of all voting rights will be allocated among the holders of all other
classes in proportion to the then-outstanding certificate principal balances of their respective
certificates. Among the holders of certificates in each class, voting rights will be allocated in
proportion to the percentage interests in such classes evidenced by the then-outstanding certificate
principal balances (or notional principal balances) of their respective certificates.

Certificates that are beneficially held by a transferor or the affiliates or agents of a transferor
may be voted by the transferor or the affiliates or agents of the transferor, as the case may be, without
restriction.
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Certificates that are beneficially held by us, as guarantor, will be disregarded and deemed not to
be outstanding for purposes of determining whether a guarantor event of default has occurred and is
continuing or whether to remove the master servicer or the trustee when a guarantor event of default
has occurred and is continuing. In all other matters with respect to a series trust, certificates that are
beneficially owned by us, as guarantor, may be voted by us, as guarantor, to the same extent as
certificates held by any other holder. Nevertheless, if we, as guarantor, beneficially own 100% of the
certificates of a series trust, we may vote those certificates without restriction.

Certificates that are beneficially held by a successor trustee will be disregarded and deemed not
to be outstanding for purposes of determining whether a trustee event of default has occurred and is
continuing or whether to remove that successor trustee when a trustee event of default has occurred
and is continuing. In all other matters with respect to a series trust, certificates that are beneficially
owned by a successor trustee may be voted by that successor trustee to the same extent as certificates
held by any other holder. If, however, the successor trustee beneficially owns 100% of the certificates
of a series trust, those certificates owned by the successor trustee may be voted by it without
restriction.

Voting Under Trust Documents for Fannie Mae Securities

Unless the prospectus supplement for a series of certificates backed by Fannie Mae Securities
provides otherwise, the holders of a specified minimum percentage ownership in Fannie Mae
Securities may consent to any matter requiring consent under the trust documents for the Fannie
Mae Securities. The trust agreement for a series trust, however, does not permit us, as trustee, to vote
any Fannie Mae Securities unless we have received consistent direction from holders of the affected
classes of certificates of that series representing at least 51% of the aggregate voting rights of all the
affected classes of certificates of that series. If the trustee receives the required direction, the trustee
will vote the Fannie Mae Securities in their entirety in accordance with the direction.

Voting Under Trust Documents for Ginnie Mae Securities and/or Third Party
Securities

The prospectus supplement for a series of certificates backed by Ginnie Mae Securities and/or
Third Party Securities will specify:

• whether the holders of the Ginnie Mae Securities and/or Third Party Securities have the right
to vote under the trust documents pursuant to which the Ginnie Mae Securities and/or Third
Party Securities were issued; and

• whether, and in what percentages, the holders of the Ginnie Mae Securities and/or Third Party
Securities are required to consent to certain amendments or other decisions relating to the
trust documents for the Ginnie Mae Securities and/or Third Party Securities.

The prospectus supplement for a series of certificates backed by Ginnie Mae Securities and/or
Third Party Securities will state whether the series trust agreement permits the related certifi-
cateholders to vote the Ginnie Mae Securities and/or Third Party Securities or to take any other
action under the trust documents for the Ginnie Mae Securities and/or Third Party Securities. If
certificateholders are entitled to vote the Ginnie Mae Securities and/or Third Party Securities or take
any other action, the prospectus supplement for the related series trust will specify the percentage of
holders of Ginnie Mae Securities and/or Third Party Securities whose vote is required.
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Amendment

We may amend the trust documents for a series of certificates without notifying or obtaining the
consent of the related certificateholders to do any of the following:

• correct an error, correct, modify or supplement any provision in the trust documents that is
inconsistent with any other provision of the trust documents or this prospectus or any related
prospectus supplement;

• cure an ambiguity or supplement a provision of the trust documents, provided that the cure of
an ambiguity or supplement of a provision is not otherwise inconsistent with the trust
documents; or

• modify the trust documents to maintain the legal status of each series trust, in whole or in
part, as a REMIC.

No amendment to cure an ambiguity in or supplement a provision of the trust documents or to
modify the trust documents to maintain the REMIC status of a series trust may be made if it would
otherwise require certificateholder consent unless that consent is obtained.

In addition, if holders of certificates of each class of a series representing at least 51% of the
voting rights of each such class give their consent, we may amend the trust documents or waive any
provision of the trust documents relating to the related series trust for a purpose not listed above,
except that we may not do any of the following without the consent of all certificateholders of the
related series trust:

• terminate or change our guaranty obligations;

• reduce or delay payments to certificateholders;

• reduce the percentage requirement of certificateholders who must give their consent to any
waiver or amendment; or

• affect the REMIC status of the series trust (or the applicable portion of the series trust).

Termination

A series trust will terminate with respect to an issuance of certificates when the unpaid principal
balance of the series trust assets is reduced to zero and all distributions have been passed through to
certificateholders. In no event will any series trust continue beyond the last day of the 60th year
following the issue date of that trust. We do not have any clean-up call option with respect to the
series trust assets; that is, we cannot terminate any series trust solely because the unpaid principal
balance of the series trust assets is reduced to a certain amount or is reduced to a certain percentage
of the original unpaid principal balance of the series trust assets. Moreover, we do not have any clean
up call to purchase the mortgage loans backing any series trust assets and then to retire the series
trust assets. However, in some cases, another party may have such rights. In any such case, the
prospectus supplement for the related series will describe the terms and conditions of those rights.

Merger

The trust agreement provides that if we merge or consolidate with another corporation, the
successor corporation will be our successor under the trust agreement and will assume all of our
duties under the trust agreement, including our guaranty.

Future Limitations on Certificateholders’ Rights Under the Trust Agreement

If we are placed into receivership or if we emerge from the current conservatorship and are then
placed into conservatorship again, certificateholders’ rights to remove the trustee or successor
trustee may be restricted or eliminated. In addition, in that case, FHFA will have the authority
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to repudiate or transfer our guaranty obligations under the trust documents for each series of
certificates. See “RISK FACTORS—FANNIE MAE GOVERNANCE FACTORS” above.

Notices to Certificateholders

The trust agreement provides that we may communicate with certificateholders in two ways. We
may provide written notice (which includes e-mail) to certificateholders or provide notice to
certificateholders in any other public manner we use to make our financial information available,
including posting notices on our Web site at www.fanniemae.com. We are providing our internet
address solely for your information. Unless otherwise stated, information appearing on our Web site
is not incorporated into this prospectus or into any prospectus supplement.

YIELD, MATURITY AND PREPAYMENT CONSIDERATIONS

Effective Yield

Your yield will depend in part upon whether you purchase a certificate at a discount from or a
premium over its outstanding principal. In general, if you purchase a certificate at a discount from its
outstanding principal and the series trust assets are prepaid at a rate that is slower than you expect,
your yield on that certificate will be less than you expect. If you purchase a certificate at a premium
over its outstanding principal and the series trust assets are prepaid at a rate that is faster than you
expect, your yield on that certificate also will be less than you expect. You must make your own
decision as to the prepayment assumptions you will use in deciding whether to purchase the
certificates.

Although interest on delay classes accrues during a calendar month, we do not distribute
interest to certificateholders holding delay classes until the distribution date in the following
calendar month. Because of this delay, the effective yield on the delay classes will be less than it
would be if we paid interest earlier.

Weighted Average Lives and Final Distribution Dates

The “weighted average life” of a certificate refers to the average length of time, weighted by
principal, that will elapse from the time we issue the certificate until we distribute to you the full
amount of outstanding principal. The weighted average life of a certificate will depend upon the
extent to which each payment on the series trust assets is applied to principal rather than interest.
The weighted average life of a certificate is determined by:

(a) multiplying the amount of the reduction, if any, of the principal balance of the certificate
from each distribution date to the next distribution date by the number of years from the
settlement date specified in the related prospectus supplement to the second such distri-
bution date,

(b) summing the results, and

(c) dividing the sum by the aggregate amount of the reductions in principal balance of the
certificate referred to in clause (a).

The actual weighted average life of a certificate will be affected by the rate at which principal
payments are actually made on the series trust assets. Principal payments include scheduled
principal payments, voluntary principal prepayments, liquidations due to default, casualty and
condemnation, guaranty payments by us or by other guarantors of the series trust assets, and
repurchases that we or another party make. Each of these types of principal payments, to the extent
set forth in the related prospectus supplement, will be applied to payment of principal of specified
classes of certificates of the related series.
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Each prospectus supplement will include a table showing the projected weighted average life of
each class of certificates of the related series. The table also will show for each class of certificates the
percentage of the original principal amount that would be outstanding on specified distribution
dates. In each case, this table will be based on certain assumptions, including various prepayment
assumptions, that we will specify in the prospectus supplement.

The final distribution date for the certificates of a particular class is the date by which we must
pay the holders the full outstanding principal balance of the certificates of that class. We determine
the final distribution dates for the classes of a given series based on the payments that we expect to
receive on the series trust assets.

It is likely that we will pay the full outstanding principal balance of each class of certificates
earlier, and perhaps much earlier, than its final distribution date. There are two reasons for this
likelihood. First, the rate at which we pay principal on the certificates will be affected by the rate at
which principal payments are made on the series trust assets. Second, some of the mortgage loans
indirectly backing the certificates will have stated maturities that occur prior to the dates contained
in the assumptions and have interest rates that are lower than the rates contained in the assump-
tions. We cannot assure that the outstanding principal balance of any class of certificates will be paid
in full before its final distribution date.

For purposes of determining the weighted average life of a Notional certificate, references in this
prospectus and the related prospectus supplement to distributions or payments of principal mean
reductions of the notional principal balance. Similarly, for purposes of determining the final distri-
bution date of a Notional certificate, references to payment of the full outstanding principal balance
mean a reduction of the notional principal balance to zero.

A series trust will terminate with respect to an issuance of certificates when the unpaid principal
balance of the series trust assets is reduced to zero and all distributions have been passed through to
certificateholders. In no event will any series trust continue beyond the last day of the 60th year
following the issue date of that trust. See “DESCRIPTION OF THE CERTIFICATES—
Trust Agreement—Termination” above for further information.

Prepayment Models

It is common to measure how mortgage loans prepay relative to a prepayment model. The
prospectus supplement for each series will indicate which model it uses.

“PSA” is a commonly used prepayment model that was developed by the Securities Industry and
Financial Markets Association. It represents an assumed rate at which a pool of new mortgage loans
will prepay. When we refer to “100% PSA,” we mean an annual prepayment rate of 0.2% of the then-
unpaid principal balance of the pool in the first month after the origination of those mortgage loans
and an additional 0.2% each month until the 30th month. For example, the assumed annual
prepayment rate would be 0.4% in month 2, 0.6% in month 3, and so on, and would level out at
6% at month 30 for the remaining term. Beginning in month 30 and for all later months, “100% PSA”
means a constant annual prepayment rate of 6%.

Multiples of PSA are calculated in the same way. Thus, “150% PSA” means an annual prepay-
ment rate of 0.3% in month 1, 0.6% in month 2, 0.9% in month 3 and 9% in month 30 and afterwards.
Similarly, “200% PSA” means an annual prepayment rate of 0.4% in month 1, 0.8% in month 2, 1.2%
in month 3 and 12% in month 30 and afterwards.

Another model that is commonly used is the constant prepayment rate model (“CPR”). It
represents the annual rate of prepayments relative to the then-outstanding principal balance of a
pool of new mortgage loans. Thus, “0% CPR” means no prepayments, “15% CPR” means an annual
prepayment rate of 15%, and so forth.
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These models cannot accurately predict the prepayment experience of the mortgage loans indi-
rectly backing any series of certificates, nor do they describe the historic performance of any particular
pool of mortgage loans.

THE SERIES TRUST ASSETS

Each certificate in a series trust will evidence a beneficial ownership interest in amounts on
deposit in the related certificate account and one or more of the following:

• Fannie Mae Securities, each representing all or part of the direct or indirect beneficial
ownership of one or more pools of single-family mortgage loans, including:

• Fannie Mae Guaranteed Mortgage Pass-Through Certificates (MBS) backed by single-
family mortgage loans;

• Fannie Mae Guaranteed MBS Pass-Through Securities (Megas) backed by MBS, previously
issued Megas and/or or Underlying REMIC Certificates;

• Fannie Mae Guaranteed Stripped Mortgage-Backed Securities (SMBS) backed by MBS,
Megas, previously issued SMBS and/or Underlying REMIC Certificates ; and

• Fannie Mae Guaranteed Single-Family REMIC Pass-Through Certificates (Underlying
REMIC Certificates) backed by MBS, Megas, SMBS, other Underlying REMIC Certificates
and/or underlying mortgage loans;

• Ginnie Mae Securities representing all or part of the direct or indirect beneficial ownership
of one or more pools of single-family mortgage loans guaranteed as to timely distribution of
principal and interest by Ginnie Mae; or

• Third Party Securities representing all or part of the direct or indirect beneficial ownership
of one or more pools of single-family mortgage loans and issued by entities not affiliated with
Fannie Mae or Ginnie Mae.

MBS

The applicable Prospectus for Fannie Mae Guaranteed Mortgage Pass-Through Certificates
(Single-Family) (the “MBS Prospectus”) describes the general characteristics of any MBS that back
the certificates of a series trust. We make the MBS Prospectus available to investors in the manner
described for the availability of this prospectus on page 3 of this prospectus. The general charac-
teristics of the mortgage loans backing the MBS are described in the MBS Prospectus. The prospectus
supplement for each series trust that holds MBS will contain certain information about the related
MBS and the mortgage loans backing the MBS.

Megas

The applicable Prospectus for Fannie Mae Guaranteed Mega Certificates (the “Mega Prospec-
tus”) describes the general characteristics of any Megas that back the certificates of a series trust. We
make the Mega Prospectus available to investors in the manner described for the availability of this
prospectus on page 3 of this prospectus. The prospectus supplement for each series trust that holds
Megas will contain certain information about the related Megas and the mortgage loans indirectly
backing the Megas.

SMBS

The applicable Prospectus for Fannie Mae Guaranteed Stripped Mortgage-Backed Securities
(the “SMBS Prospectus”) describes the general characteristics of any SMBS that back the certificates
of a series trust. We make the SMBS Prospectus available to investors in the manner described for
the availability of this prospectus on page 3 of this prospectus. The prospectus supplement for each
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series trust that holds SMBS will contain certain information about the related SMBS and the
mortgage loans backing the SMBS.

Underlying REMIC Certificates

This prospectus describes the general characteristics of Underlying REMIC Certificates that
back the certificates of a series trust unless the Underlying REMIC Certificates were issued
pursuant to a different prospectus that describes the characteristics of the Underlying REMIC
Certificates. The prospectus supplement for each series trust that holds Underlying REMIC Cer-
tificates will contain certain information about the related Underlying REMIC Certificates and the
mortgage loans directly or indirectly backing the Underlying REMIC Certificates.

Other Fannie Mae Certificates

The prospectus for other Fannie Mae Securities that may back a series trust will describe the
general features of such securities. The prospectus supplement for each series trust that holds other
Fannie Mae Securities will contain certain information about the related Fannie Mae Securities and
the mortgage loans backing those Fannie Mae Securities.

Ginnie Mae Securities

Ginnie Mae

Ginnie Mae is a wholly owned corporate instrumentality of the United States within HUD.
Section 306(g) of Title III of the National Housing Act of 1934, as amended (the “Housing Act”),
authorizes Ginnie Mae to guarantee the timely payment of principal and interest on certificates that
are backed by a pool of mortgage loans insured or guaranteed by the Federal Housing Administration
(“FHA”), the Veterans Administration (“VA”) or the Department of Agriculture through its Rural
Housing Guaranteed Loan Program (“RD”).

Section 306(g) of the Housing Act provides that “the full faith and credit of the United States is
pledged to the payment of all amounts which may be required to be paid under any guaranty under
this subsection.” To meet these guaranty obligations, Ginnie Mae may borrow from the United States
Treasury without limitation.

Ginnie Mae Single Family Programs

Each Ginnie Mae certificate represents ownership interests in a pool of single-family mortgage
loans and will be a “fully modified pass-through” mortgage-backed security issued and serviced by a
mortgage banking company or other financial concern approved by Ginnie Mae as a seller-servicer of
FHA-insured mortgage loans. The mortgage loans backing each Ginnie Mae certificate will be
insured or guaranteed by the FHA, VA or RD. Ginnie Mae certificates are issued under the Ginnie
Mae I program (“Ginnie Mae I certificates”) and the Ginnie Mae II program (“Ginnie Mae II
certificates”). Holders of Ginnie Mae I certificates and Ginnie Mae II certificates have essentially
the same rights, although there are certain differences between the two programs.

Ginnie Mae I Program

A single Ginnie Mae issuer assembles a pool of mortgage loans (originated within two years of
issuance) against which it issues and markets Ginnie Mae I certificates. All mortgage loans under-
lying a particular Ginnie Mae I certificate must be of the same type (for example, level payment,
single-family mortgage loans) and have the same fixed annual interest rate. The annual pass-
through rate on each Ginnie Mae I certificate will be 0.50% less than the annual interest rate on the
mortgage loans included in the related pool. Registered holders of Ginnie Mae I certificates receive
payments of principal and interest on the 15th of each month or, if the 15th is not a business day, on
the first business day after the 15th.
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Ginnie Mae II Program

Mortgage pools may be formed by aggregating packages of mortgage loans (originated within
two years of issuance) of more than one Ginnie Mae issuer. Under this option, loan packages
submitted by various Ginnie Mae issuers for a particular issue date and pass-through rate are
aggregated into a single pool that backs a single issue of Ginnie Mae II certificates. Each Ginnie
Mae II certificate issued under a multiple issuer pool is backed by a proportionate interest in the
entire pool rather than solely by the loan package contributed by any one Ginnie Mae issuer. In
addition, single issuer pools also may be formed under the Ginnie Mae II program. Each Ginnie
Mae II certificate pool consists entirely of fixed-rate mortgage loans or entirely of adjustable-rate
mortgage loans. Registered holders of Ginnie Mae II certificates receive payment of principal and
interest on the 20th of each month or, if the 20th is not a business day, on the first business day after
the 20th.

Fixed-rate mortgage loans backing any particular Ginnie Mae II certificate must be of the same
type but may have annual interest rates that vary by up to 1.00%. For fixed-rate Ginnie Mae II
certificates issued before July 1, 2003, the annual pass-through rate will range from 0.50% to 1.50%
less than the highest annual interest rate on any mortgage loan included in the pool of mortgage
loans that backs the Ginnie Mae II certificate. For fixed-rate Ginnie Mae II certificates issued on or
after July 1, 2003, the annual pass-through rate will range from 0.25% to 0.75% less than the highest
annual interest rate on any mortgage loan included in the pool of mortgage loans that backs the
Ginnie Mae II certificate.

Additional Information

For additional information about Ginnie Mae certificates issued under the Ginnie Mae I program
and the Ginnie Mae II program, see the applicable Ginnie Mae prospectus forms on the Ginnie Mae
Web site, which may be found at www.ginniemae.gov/investors/prospectus.asp?Section=Investors.

The prospectus supplement for each series trust that holds Ginnie Mae Securities will contain
certain information about the related Ginnie Mae Securities and the guaranteed mortgage loans
backing those Ginnie Mae Securities. The prospectus supplement also will contain information about
Ginnie Mae and the aggregate outstanding balance and interest rate borne by each Ginnie Mae
security backing the certificates.

Third Party Securities

The prospectus supplement for each series trust that holds Third Party Securities will contain
certain information about the related Third Party Securities, the mortgage loans backing those Third
Party Securities, and the related trust documents. The prospectus supplement also will contain other
information, including information about the entity that formed the related mortgage pool, the issuer
of the Third Party Securities, and the aggregate outstanding balance and interest rate borne by each
Third Party security backing the certificates.

Final Data Statement

Unless the applicable prospectus supplement provides otherwise, we prepare a Final Data
Statement for a series trust backed by Fannie Mae Securities or Ginnie Mae Securities. If we prepare
a Final Data Statement, it will be available after the related certificates are issued.

For MBS, Megas and SMBS, the Final Data Statement will contain the pool number, the current
weighted average coupon and the current weighted average maturity of the mortgage loans backing
each of the MBS, Megas or SMBS as of the issue date of the certificates. If the current weighted
average coupon is not available, the Final Data Statement will contain the most recently published
weighted average coupon. If the current weighted average maturity is not available, the Final Data
Statement will contain a weighted average maturity that we have calculated by subtracting from the
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most recently published weighted average maturity the number of months that have elapsed
between the month in which the weighted average maturity was most recently published and the
month of the related issue date. The Final Data Statement also will include the weighted averages of
all the weighted average coupons and the weighted averages of all the weighted average maturities,
based on the current unpaid principal balances of the mortgage loans backing each of the MBS,
Megas or SMBS as of the issue date of the certificates.

For Underlying REMIC Certificates, the Final Data Statement will contain the principal
balances (or notional principal balances) of the Underlying REMIC Certificates as of the issue date
of the certificates.

For Ginnie Mae Securities other than Ginnie Mae REMIC certificates, the Final Data Statement
will contain information generally comparable to the information provided for MBS, Megas and
SMBS (to the extent available).

The Final Data Statement for a series of certificates is available on our Web site at
www.fanniemae.com. In addition, you may obtain the Final Data Statement for a series of certificates
by calling us at 1-800-237-8627.

MATERIAL FEDERAL INCOME TAX CONSEQUENCES

The certificates and payments on the certificates are not generally exempt from taxation.
Therefore, you should consider the tax consequences of holding a certificate before you acquire
one. The following discussion describes certain U.S. federal income tax consequences to beneficial
owners of certificates. The discussion is general and does not purport to deal with all aspects of
federal taxation that may be relevant to particular investors. This discussion may not apply to your
particular circumstances for one of the following, or other, reasons:

• This discussion is based on federal tax laws in effect as of the date of this prospectus. Changes
to any of these laws after the date of this prospectus may affect the tax consequences discussed
below.

• This discussion addresses only certificates acquired at original issuance and held as “capital
assets” (generally, property held for investment).

• This discussion does not address tax consequences to beneficial owners subject to special rules,
such as dealers in securities, certain traders in securities, banks, tax-exempt organizations,
life insurance companies, persons that hold certificates as part of a hedging transaction or as a
position in a straddle or conversion transaction, or persons whose functional currency is not
the U.S. dollar.

• This discussion may be supplemented by a discussion in the applicable prospectus
supplement.

• This discussion does not address taxes imposed by any state, local or foreign taxing
jurisdiction.

For these reasons, you should consult your own tax advisors regarding the federal income tax
consequences of holding and disposing of certificates as well as any tax consequences arising under
the laws of any state, local or foreign taxing jurisdiction.

The topics in this discussion are addressed in the order of the following captions:

• REMIC Election and Special Tax Attributes

• Taxation of Beneficial Owners of Regular Certificates

• Taxation of Beneficial Owners of Residual Certificates

• Taxation of Beneficial Owners of RCR Certificates
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• Taxes on a REMIC

• Reporting and Other Administrative Matters

• Backup Withholding

• Foreign Investors

U.S. Treasury Circular 230 Notice

The tax discussions contained under the headings “MATERIAL FEDERAL INCOME TAX
CONSEQUENCES” and “ERISA CONSIDERATIONS” in this prospectus were not intended or
written to be used, and cannot be used, for the purpose of avoiding United States federal tax
penalties. These discussions were written to support the promotion or marketing of the transactions
or matters addressed in this prospectus and any related prospectus supplement. You should seek
advice based on your particular circumstances from an independent tax advisor.

REMIC Election and Special Tax Attributes

We will elect to treat all or a portion of the assets comprising each series trust as at least one “real
estate mortgage investment conduit” (“REMIC”) under the Internal Revenue Code of 1986, as
amended (the “Code”). Qualification as a REMIC requires ongoing compliance with certain condi-
tions. With respect to each series of certificates, our special tax counsel will deliver its opinion that
(unless otherwise limited in the applicable prospectus supplement), assuming compliance with the
related trust agreement, the applicable portion of each series trust will be treated as a REMIC for
federal income tax purposes. The certificates of each class will be designated as “regular interests”
(the “Regular Certificates”) in the REMIC constituted by the related series trust, except that a
separate class will be designated as the “residual interest” (the “Residual Certificates”) in the REMIC
constituted by the related series trust. The prospectus supplement for each series of certificates will
state whether certificates of each class will constitute Regular Certificates or Residual Certificates.

Regular and Residual Certificates will be “regular or residual interests in a REMIC” within the
meaning of section 7701(a)(19)(C)(xi) of the Code and “real estate assets” within the meaning of
section 856(c)(5)(B) of the Code. If at any time during a calendar year less than 95% of the assets of a
REMIC consist of “qualified mortgages,” then the portion of the Regular and Residual Certificates
that are qualifying assets under those sections during the calendar year may be limited to the portion
of the assets of the REMIC that are “qualified mortgages.” Similarly, income on the Regular and
Residual Certificates will be treated as “interest on obligations secured by mortgages on real
property” within the meaning of section 856(c)(3)(B) of the Code, subject to the same limitation
as set forth in the preceding sentence. For purposes of applying this limitation, a REMIC should be
treated as owning the assets represented by the series trust assets. In general, a series trust asset will
be a “qualified mortgage” if the mortgage loans underlying that security are “principally secured by
an interest in real property” within the meaning of section 860G(a)(3) of the Code. The assets of a
REMIC will include, in addition to series trust assets representing mortgage loans, payments on
series trust assets held pending distribution on the Regular and Residual Certificates and any
reinvestment income thereon.

Regular and Residual Certificates held by a financial institution (as referred to in sec-
tion 582(c)(2) of the Code) will be treated as evidences of indebtedness for purposes of section 582(c)(1)
of the Code. Regular Certificates will also be “qualified mortgages” within the meaning of sec-
tion 860G(a)(3) of the Code with respect to other REMICs and “permitted assets” with respect to
financial asset securitization investment trusts.

Taxation of Beneficial Owners of Regular Certificates

For federal income tax purposes, the Regular Certificates will be treated as debt instruments
issued by a REMIC on the date the certificates are first sold to the public (the “Settlement Date”) and
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not as ownership interests in a REMIC or its assets. Interest, original issue discount and market
discount with respect to a Regular Certificate will represent ordinary income to the beneficial owner
of the certificate (a “Regular Owner”). A Regular Owner must report interest on a Regular Certificate
using an accrual method of accounting, regardless of whether it otherwise reports income using a
cash method of accounting. Rules regarding original issue discount and market discount are
discussed below.

For taxable years beginning after December 31, 2012, certain non-corporate beneficial owners
will be subject to an increased rate of tax on some or all of their “net investment income,” which
generally will include interest, original issue discount and market discount realized on a Regular
Certificate, and any net gain recognized upon a disposition of a Regular Certificate. You should
consult your tax advisor regarding the applicability of this tax in respect of your Regular Certificates.

Treatment of Original Issue Discount

Certain Regular Certificates may be issued with “original issue discount” (“OID”) within the
meaning of section 1273(a) of the Code. A Regular Owner must include in gross income the sum of the
“daily portions” of OID on its Regular Certificate for each day during its taxable year on which it held
the certificate, generally in advance of receipt of the cash attributable to that income. We will supply
to certificateholders, brokers and middlemen information with respect to the original issue discount
accruing on the Regular Certificates. We will supply this information at the time and in the manner
required by the Internal Revenue Service (the “IRS”).

Definition of Original Issue Discount

In general, a Regular Certificate will be considered to be issued with OID equal to the excess, if
any, of its “stated redemption price at maturity” over its “issue price.” The issue price of a Regular
Certificate is the initial offering price to the public (excluding bond houses and brokers) at which a
substantial amount of the Regular Certificates was sold. The issue price also includes any accrued
interest attributable to the period before the Settlement Date. The stated redemption price at
maturity of a Regular Certificate generally is its stated principal amount, plus an amount equal to
the excess (if any) of the interest payable on the first distribution date over the interest that accrues
for the period from the Settlement Date to the first distribution date. The stated redemption price at
maturity of a Regular Certificate of a Notional class or an Accrual class, however, is equal to the sum
of all distributions to be made under that Regular Certificate.

Notwithstanding the general definition, OID on a Regular Certificate will be treated as zero if
the discount is less than 0.25% of the stated redemption price at maturity of the certificate multiplied
by its weighted average life. The weighted average life of a Regular Certificate is apparently
computed for this purpose as the sum, for all distributions included in the stated redemption price
at maturity of the certificate, of the amounts determined by multiplying (i) the number of complete
years (rounding down for partial years) from the Settlement Date until the date on which each such
distribution is expected to be made under the assumption that the mortgage loans backing the
certificates prepay at the rate specified in the applicable prospectus supplement (the “Prepayment
Assumption”) by (ii) a fraction, the numerator of which is the amount of such distribution and the
denominator of which is the Regular Certificate’s stated redemption price at maturity. If OID is
treated as zero under this rule, the actual amount of OID must be allocated to the principal
distributions on the Regular Certificate and, when each principal distribution is received, gain
equal to the discount allocated to that distribution will be recognized.

Daily Portions of Original Issue Discount

For Regular Certificates considered to be issued with OID, the daily portions of OID will be
determined as follows. A calculation will first be made of the portion of OID that accrued during each
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“accrual period.” OID accruing during any accrual period will then be allocated ratably to each day
during the period to determine the daily portion of OID.

Final regulations issued by the Treasury Department relating to the tax treatment of debt
instruments with OID (the “OID Regulations”) provide that for purposes of measuring the accrual of
OID on a debt instrument, a holder of the debt instrument may use an accrual period of any length,
up to one year, as long as each distribution of principal or interest occurs on either the final day or the
first day of an accrual period. Unless otherwise disclosed in the applicable prospectus supplement, we
will report OID based on accrual periods of one month, beginning on a distribution date and ending on
the day before the next distribution date.

The portion of OID treated as accruing for any accrual period will equal the excess, if any, of

(i) the sum of (A) the present values of all the distributions remaining to be made on the
Regular Certificate, if any, as of the end of the accrual period and (B) the distribution made
on the certificate during the accrual period of amounts included in the stated redemption
price at maturity, over

(ii) the adjusted issue price of the certificate at the beginning of the accrual period.

The present value of the remaining distributions will be calculated based on the following:

• the yield to maturity of the Regular Certificate, calculated as of the Settlement Date, giving
effect to the Prepayment Assumption,

• events (including actual prepayments) that have occurred prior to the end of the accrual
period,

• the Prepayment Assumption, and

• in the case of a Regular Certificate calling for a variable rate of interest, an assumption that
the value of the index upon which the variable rate is based remains the same as its value on
the Settlement Date over the entire life of the certificate.

The adjusted issue price of a Regular Certificate at any time will equal the issue price of the
certificate, increased by the aggregate amount of previously accrued OID with respect to the
certificate, and reduced by the amount of any distributions made on the certificate as of that time
of amounts included in the stated redemption price at maturity.

The Code requires that the Prepayment Assumption be determined in the manner prescribed in
Treasury regulations. To date, no such regulations have been promulgated. The legislative history of
this Code provision indicates that the regulations will provide that the assumed prepayment rate
must be the rate used by the parties in pricing the particular transaction. We anticipate that the
Prepayment Assumption for each series of Regular Certificates will be consistent with this standard.
We make no representation, however, that the mortgage loans backing the certificates for a given
series will prepay at the rate reflected in the Prepayment Assumption for that series or at any other
rate. You must make your own decision as to the appropriate prepayment assumption to be used in
deciding whether or not to purchase any of the certificates.

Subsequent Holders’ Treatment of Original Issue Discount

If a Regular Certificate is issued with OID and a subsequent holder purchases the certificate at a
cost of less than its remaining stated redemption price at maturity, that holder also will be required to
include in income the daily portion of OID with respect to the certificate for each day it holds the
certificate. If the cost of the certificate to the subsequent holder exceeds the adjusted issue price of the
certificate, however, the holder can reduce the daily accruals by an amount equal to the product of
(i) the daily portion and (ii) a constant fraction. The numerator of the constant fraction is the excess of
the purchase price over the adjusted issue price of the certificate, and the denominator is the sum of
the daily portions of OID on the certificate for all days on or after the day of purchase.
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Interest and Original Issue Discount on Floating Rate and Inverse Floating Rate
Classes

The OID Regulations define and provide special rules applicable to variable rate debt instru-
ments (“VRDIs”). Most Floating Rate and Inverse Floating Rate classes will be VRDIs under the OID
Regulations. To be a VRDI, a Regular Certificate generally must satisfy three requirements. First,
the issue price (including accrued interest) must not exceed the total noncontingent principal
payments by more than (i) 1.5% of the product of the total noncontingent principal payments and
the weighted average life, or (ii) 15% of the total noncontingent principal payments, whichever is
smaller. Second, the Regular Certificate must bear interest at a “qualified floating rate” or an
“objective rate,” or certain combinations of such rates and possibly a fixed rate. Third, under the
terms of the Regular Certificate, the qualified floating rate or objective rate must be based on a
current value of the applicable interest index. An interest index (such as LIBOR) and an interest
index plus or minus a fixed rate generally are qualified floating rates. A floating or inverse floating
rate equal to a positive or negative multiple of an interest index plus or minus a fixed rate is an
objective rate and may be a qualified floating rate.

Under the OID Regulations, a debt instrument that provides for a variable rate of interest but
that does not meet all three requirements is a contingent payment debt instrument. The regulations
governing contingent payment debt instruments, however, do not apply to Regular Certificates.
Therefore, in the absence of further guidance and unless otherwise stated in the applicable pro-
spectus supplement, we will compute accruals of interest and OID on all Floating Rate and Inverse
Floating Rate classes by applying the principles of the OID Regulations applicable to VRDIs.

Regular Certificates Purchased at a Premium

If a Regular Owner purchases a certificate for an amount (net of accrued interest) greater than
its remaining stated redemption price at maturity, the Regular Owner generally will have premium
with respect to the certificate (a “Premium Certificate”) in the amount of the excess. Such a purchaser
need not include in income any remaining OID and may elect, under section 171(c)(2) of the Code, to
treat the premium as “amortizable bond premium.”

If a Regular Owner makes this election, the amount of any interest payment that must be
included in the Regular Owner’s income for each period ending on a distribution date will be reduced
by the portion of the premium allocable to the period based on the Premium Certificate’s yield to
maturity. In addition, the legislative history of the Tax Reform Act of 1986 states that premium
should be amortized under principles analogous to those governing the accrual of market discount (as
discussed below under “—Regular Certificates Purchased with Market Discount”). The election
will also apply to all bonds (as well as all REMIC regular interests) the interest on which is not
excludible from gross income (“fully taxable bonds”) held by the Regular Owner at the beginning of
the first taxable year to which the election applies and to all fully taxable bonds thereafter acquired
by it. A Regular Owner may revoke the election only with the consent of the IRS.

If the election is not made, (i) a Regular Owner must include the full amount of each interest
payment in income as it accrues, and (ii) the premium must be allocated to the principal distributions
on the Premium Certificate and, when each principal distribution is received, a loss equal to the
premium allocated to the distribution will be recognized. Any tax benefit from the premium not
previously recognized will be taken into account in computing gain or loss upon the sale or disposition
of the Premium Certificate.

Regular Certificates Purchased with Market Discount

A Regular Owner that purchases a Regular Certificate at a price that is less than the remaining
stated redemption price at maturity of the certificate (or in the case of a Regular Certificate issued
with OID, less than the adjusted issue price of the certificate) has market discount with respect to the
certificate in the amount of the difference. In general, three consequences arise if a Regular Owner
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acquires a Regular Certificate with market discount. First, the Regular Owner must treat any
principal payment with respect to a Regular Certificate acquired with market discount as ordinary
income to the extent of the market discount that accrued while the Regular Owner held the
certificate. Second, the Regular Owner must treat gain on the disposition or retirement of such a
certificate as ordinary income under the circumstances discussed below under “—Sales and Other
Dispositions of Regular Certificates.” Third, a Regular Owner that incurs or continues indebt-
edness to acquire a Regular Certificate at a market discount may be required to defer the deduction of
all or a portion of the interest on the indebtedness until the corresponding amount of market discount
is included in income. Alternatively, a Regular Owner may elect to include market discount in income
on a current basis as it accrues, in which case the three consequences discussed above will not apply.
If a Regular Owner makes this election, the Regular Owner must also apply the election to all debt
instruments the Regular Owner acquires on or after the beginning of the first taxable year to which
the election applies. A Regular Owner may revoke the election only with the consent of the IRS.

The legislative history to the Tax Reform Act of 1986 states that market discount on a Regular
Certificate may be treated as accruing in proportion to remaining accruals of OID, if any, or, if none, in
proportion to remaining distributions of interest on a Regular Certificate. A beneficial owner may
instead elect to determine the accrual of market discount under a constant yield method. We will
make available to certificateholders information necessary to compute the accrual of market dis-
count, in the manner and form as required by the IRS.

Notwithstanding the above rules, market discount on a Regular Certificate will be considered to
be zero if the discount is less than 0.25% of the remaining stated redemption price at maturity of the
certificate multiplied by its weighted average remaining life. Weighted average remaining life
presumably would be calculated in a manner similar to weighted average life, taking into account
payments (including prepayments) prior to the date of acquisition of the Regular Certificate by the
subsequent purchaser. If market discount on a Regular Certificate is treated as zero under this rule,
the actual amount of market discount must be allocated to the remaining principal distributions on
the Regular Certificate and, when each principal distribution is received, gain equal to the discount
allocated to that distribution will be recognized.

Special Election

For any Regular Certificate acquired on or after April 4, 1994, the OID Regulations permit a
Regular Owner to elect to include in gross income all “interest” that accrues on the Regular
Certificate by using a constant yield method. For purposes of the election, the term “interest”
includes stated interest, acquisition discount, OID, de minimis OID, market discount, de minimis
market discount and unstated interest, as adjusted by any amortizable bond premium or acquisition
premium. You should consult your own tax advisor regarding the time and manner of making and the
scope of the election and the implementation of the constant yield method.

Regular Certificates with Nominal Distributions of Principal

Some Regular Certificates may provide for only nominal distributions of principal in comparison
to distributions of interest. Under current law, it is unclear whether the rules generally applicable to
debt instruments issued at a premium should apply to these certificates or whether each of these
certificates should instead be treated as having been issued with OID equal to the excess of the total
payments to be received on each certificate over its issue price. For purposes of information reporting,
we intend to treat these certificates as having been issued with OID.

Sales and Other Dispositions of Regular Certificates

Upon the sale, exchange, retirement or other disposition of a Regular Certificate, the beneficial
owner generally will recognize gain or loss equal to the difference between the amount realized upon
the disposition and the beneficial owner’s adjusted basis in the certificate. In addition, the Code
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requires the recognition of gain upon the “constructive sale of an appreciated financial position.” In
general, a constructive sale of an appreciated financial position occurs if a taxpayer enters into
certain transactions or series of transactions with respect to a financial instrument that have the
effect of substantially eliminating the taxpayer’s risk of loss and opportunity for gain with respect to
the financial instrument. These provisions only apply to certificates of a Notional class.

The adjusted basis of a Regular Certificate generally will equal the cost of the certificate to the
beneficial owner, increased by any OID or market discount included in the beneficial owner’s gross
income with respect to the certificate and reduced by distributions previously received by the
beneficial owner of amounts included in the certificate’s stated redemption price at maturity and
by any premium that has reduced the beneficial owner’s interest income with respect to the
certificate.

The gain or loss, if any, will be capital gain or loss, provided the certificate is held as a “capital
asset” (generally, property held for investment) within the meaning of section 1221 of the Code and
none of the following apply. First, gain that might otherwise be capital gain will be treated as
ordinary income to the extent that the gain does not exceed the excess, if any, of (i) the amount that
would have been includible in the income of the Regular Owner had income accrued at a rate equal to
110% of the “applicable Federal rate” (generally, an average of current yields on Treasury securities)
as of the date of purchase over (ii) the amount actually includible in the Regular Owner’s income.
Second, gain recognized by a Regular Owner who purchased a Regular Certificate at a market
discount will be taxable as ordinary income in an amount not exceeding the portion of the market
discount that accrued during the period the certificate was held by the Regular Owner, reduced by
any market discount includible in income under the rules described above under “—Regular
Certificates Purchased with Market Discount.” Third, any gain or loss resulting from a sale
or exchange described in section 582(c) of the Code (which generally applies to banks) will be taxable
as ordinary income or loss.

Termination

In general, no special tax consequences will apply to a Regular Owner upon the termination of a
series trust by virtue of the final payment or liquidation of the last mortgage loan that backs the last
series trust asset remaining in the series trust.

Taxation of Beneficial Owners of Residual Certificates

Daily Portions

Except as indicated below, a beneficial owner of a Residual Certificate with respect to a REMIC (a
“Residual Owner”) generally will be required to report its daily portion of the taxable income or net
loss of the REMIC for each day during a calendar quarter that the Residual Owner owns the Residual
Certificate. For this purpose, the daily portion is determined by allocating to each day in the calendar
quarter its ratable portion of the taxable income or net loss of the REMIC for the quarter and then
allocating that amount among the Residual Owners in accordance with their percentage interests on
that day. Daily portions of income or loss allocated to a Residual Owner will be treated as ordinary
income or loss. A Residual Owner must continue to report its daily portion of the taxable income or
net loss of the REMIC until no certificates of any class are outstanding, even though the Residual
Owner may have received full payment of any stated interest and principal on its Residual
Certificate.

Taxable Income or Net Loss of a REMIC

The taxable income or net loss of a REMIC will be the income from the “qualified mortgages” it
holds and any reinvestment earnings less deductions allowed to the REMIC. In general, a series trust
asset will be a “qualified mortgage” if the mortgage loans backing that security are “principally
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secured by an interest in real property” within the meaning of section 860G(a)(3) of the Code or if that
security is a regular interest in another REMIC.

The taxable income or net loss for a given calendar quarter will be determined in the same
manner as for an individual having the calendar year as the taxable year and using the accrual
method of accounting, with the following modifications and limitations:

• A deduction will be allowed for accruals of interest (including any OID, but without regard to
the investment interest limitation in section 163(d) of the Code) on the Regular Certificates
(but not the Residual Certificates).

• Market discount equal to any excess of the total stated principal balances of the qualified
mortgages over the REMIC’s basis in these mortgages generally will be included in income by
the REMIC as it accrues under a constant yield method, taking into account the Prepayment
Assumption.

• If a REMIC is treated as having acquired qualified mortgages at a premium, the premium also
will be amortized using a constant yield method.

• No item of income, gain, loss or deduction allocable to a prohibited transaction (see “—Taxes
on a REMIC—Prohibited Transactions” below) will be taken into account.

• A REMIC generally may not deduct any item that would not be allowed in calculating the
taxable income of a partnership by virtue of section 703(a)(2) of the Code.

• The limitation on miscellaneous itemized deductions imposed on individuals by section 67 of
the Code will not be applied at the REMIC level to any administrative fees, such as servicing
and guaranty fees. (See, however, “—Pass-Through of Servicing and Guaranty Fees to
Individuals” below.)

• No deduction is allowed for any expenses incurred in connection with the formation of a
REMIC and the issuance of the Regular and Residual Certificates.

• Any gain or loss to a REMIC from the disposition of any asset, including a qualified mortgage
or “permitted investment” as defined in section 860G(a)(5) of the Code), will be treated as
ordinary gain or loss.

A REMIC’s basis in qualified mortgages is the aggregate of the issue prices of all the Regular and
Residual Certificates in the REMIC on the Settlement Date. If, however, the amount sold to the public
of any class of Regular or Residual Certificates is not substantial, then the fair market value of all the
Regular or Residual Certificates in that class as of the date of the prospectus supplement should be
substituted for the issue price. If the deductions allowed to the REMIC exceed its gross income for a
calendar quarter, the excess will be a net loss for the REMIC for that calendar quarter.

For purposes of determining the taxable income or net loss of a REMIC, OID will be calculated by
taking into account the following. First, if all the regular interests of a REMIC are issued to another
REMIC, the regular interests will be treated as a single debt instrument because they were issued to
a single holder in a single transaction. Second, if a REMIC holds a regular interest as a qualified
mortgage (an “Underlying Certificate”), the REMIC will elect to include in gross income all interest
that accrues on the Underlying Certificate by using a constant yield method. See “—Taxation of
Beneficial Owners of Regular Certificates—Special Election” above. Third, if a REMIC holds
an Underlying Certificate, the accruals of OID on the Underlying Certificate will be determined
using the same Prepayment Assumption used to calculate the accruals of OID on the related regular
interests in the REMIC as specified in the applicable prospectus supplement. The IRS, however,
could take the position that the proper Prepayment Assumption to be used is the Prepayment
Assumption originally established for the Underlying Certificate.

A Residual Owner may be required to recognize taxable income without being entitled to receive
a corresponding amount of cash. This could occur, for example, if the mortgage loans are considered to
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be purchased by the REMIC at a discount, some or all of the Regular Certificates are issued at a
discount, and the discount included as a result of a prepayment on a mortgage loan that is used to pay
principal on the Regular Certificates exceeds the REMIC’s deduction for unaccrued original issue
discount relating to the Regular Certificates. Taxable income may also be greater in earlier years
because interest expense deductions, expressed as a percentage of the outstanding principal amount
of the Regular Certificates, may increase over time as the earlier classes of Regular Certificates are
paid, whereas interest income of the REMIC from each mortgage loan, expressed as a percentage of
the outstanding principal amount of that mortgage loan, may remain constant over time.

Basis Rules and Distributions

A Residual Owner has an initial basis in its Residual Certificate equal to the amount paid for the
Residual Certificate. The basis is increased by amounts included in the income of the Residual Owner
and decreased by distributions and by any net loss taken into account with respect to the Residual
Certificate. A distribution on a Residual Certificate to a Residual Owner is not included in gross
income to the extent it does not exceed the Residual Owner’s basis in the Residual Certificate
(adjusted as described above) and, to the extent it exceeds the adjusted basis of the Residual
Certificate, is treated as gain from the sale of the Residual Certificate.

A Residual Owner is not allowed to take into account any net loss for a calendar quarter to the
extent the net loss exceeds the Residual Owner’s adjusted basis in its Residual Certificate as of the
close of that calendar quarter (determined without regard to that net loss). Any loss disallowed by
reason of this limitation may be carried forward indefinitely to future calendar quarters and, subject
to the same limitation, may be used only to offset income from the Residual Certificate.

Treatment of Excess Inclusions

Any excess inclusions with respect to a Residual Certificate are subject to certain special tax
rules. With respect to a Residual Owner, the excess inclusion for any calendar quarter is defined as
the excess (if any) of the daily portions of taxable income over the sum of the “daily accruals” for each
day during the quarter that the Residual Certificate was held by the Residual Owner. (The deter-
mination of daily accruals is discussed below.) The Treasury Department has the authority to issue
regulations that would treat all taxable income of a REMIC as excess inclusions if the Residual
Certificate does not have “significant value.” The Treasury Department has not yet exercised this
authority, but may do so in the future.

Any excess inclusions cannot be offset by losses from other activities. For Residual Owners that
are subject to tax only on unrelated business taxable income (as described in section 511 of the Code),
an excess inclusion of the Residual Owner is treated as unrelated business taxable income. With
respect to variable contracts (within the meaning of section 817 of the Code), a life insurance
company cannot adjust its reserve to the extent of any excess inclusion, except as provided in
regulations. If a Residual Owner is a member of an affiliated group filing a consolidated income tax
return, the taxable income of the affiliated group cannot be less than the sum of the excess inclusions
attributable to all residual interests in REMICs held by members of the affiliated group. For purposes
of the alternative minimum tax, taxable income does not include excess inclusions, the alternative
minimum taxable income cannot be less than excess inclusions, and excess inclusions are disre-
garded in computing the alternative tax net operating loss deduction. For a discussion of the effect of
excess inclusions on certain foreign investors that own Residual Certificates, see “—Foreign
Investors—Residual Certificates” below.

In the case of any Residual Certificates that are held by a real estate investment trust, the
aggregate excess inclusions with respect to the Residual Certificates reduced (but not below zero) by
the real estate investment trust taxable income (within the meaning of section 857(b)(2) of the Code,
excluding any net capital gain) would, under regulations yet to be prescribed, be allocated among the
shareholders of the trust in proportion to the dividends received by the shareholders from the trust,

62



and any amount so allocated would be treated as an excess inclusion with respect to a Residual
Certificate as if held directly by the shareholder. Similar rules would apply in the case of regulated
investment companies, common trust funds and certain cooperatives that hold a Residual
Certificate.

Determination of Daily Accruals

The daily accruals are determined by allocating to each day during a calendar quarter its ratable
portion of the product of the “adjusted issue price” of the Residual Certificate at the beginning of the
calendar quarter and 120% of the “Federal long-term rate” in effect on the Settlement Date, based on
quarterly compounding and properly adjusted for the length of the quarter. The Federal long-term
rate is a blend of current yields on Treasury securities having a maturity of more than nine years
computed and published monthly by the IRS. The prospectus supplement will set forth 120% of the
Federal long-term rate based on quarterly compounding that will be in effect on the Settlement Date,
if the rate is available as of the date of the prospectus supplement and the related REMIC has a
Residual Certificate with an issue price greater than zero.

The adjusted issue price of a Residual Certificate as of the beginning of any calendar quarter is
equal to the issue price of the Residual Certificate, increased by the amount of daily accruals for all
prior quarters and decreased by any distributions made with respect to the Residual Certificate
before the beginning of the quarter. The issue price of a Residual Certificate generally is the initial
offering price to the public (excluding bond houses and brokers) at which a substantial amount of the
Residual Certificates was sold.

Pass-Through of Servicing and Guaranty Fees to Individuals

A Residual Owner who is an individual will be required to include in income a share of the
administrative fees of the REMIC, including the servicing and guaranty fees imposed at the level of
the series trust assets. See, for example, “MATERIAL FEDERAL INCOME TAX CONSE-
QUENCES” in our single-family MBS prospectus. A deduction for such fees generally will be
allowed to such a Residual Owner only to the extent that such fees, along with certain of the
Residual Owner’s other miscellaneous itemized deductions, exceed 2% of the Residual Owner’s
adjusted gross income. A Residual Owner’s share of such fees generally will be determined by
(i) allocating the amount of such expenses for each calendar quarter on a pro rata basis to each day in
the calendar quarter, and (ii) allocating the daily amount among the Residual Owners in proportion
to their respective holdings on that day. Similar rules apply in the case of (i) estates and trusts, and
(ii) individuals owning an interest in a Residual Certificate through an investment in a “pass-through
entity.” Pass-through entities include partnerships, S corporations, grantor trusts, certain limited
liability companies and non-publicly offered regulated investment companies, but do not include
estates, trusts other than grantor trusts, cooperatives, real estate investment trusts and publicly
offered regulated investment companies.

Section 68 of the Code may provide for certain limitations on itemized deductions otherwise
allowable for a Residual Owner who is an individual. In addition, a Residual Owner may not be able
to deduct any portion of such fees in computing its alternative minimum tax liability.

Sales and Other Dispositions of Residual Certificates

Upon the sale, exchange or other disposition of a Residual Certificate, the Residual Owner
generally will recognize gain or loss equal to the difference between the amount realized upon the
disposition and the Residual Owner’s adjusted basis in the certificate. The adjusted basis of a
Residual Certificate is determined as described above under “—Basis Rules and Distributions.”
Except as provided in section 582(c) of the Code, the gain or loss, if any, will be capital gain or loss,
provided the certificate is held as a capital asset.
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If a Residual Owner sells or otherwise disposes of its Residual Certificate at a loss, the loss will
not be recognized if, within six months before or after the sale or other disposition of the Residual
Certificate, the Residual Owner purchases another residual interest in any REMIC or any interest in
a taxable mortgage pool (as defined in section 7701(i) of the Code) comparable to a residual interest in
a REMIC. The disallowed loss would be allowed upon the sale or other disposition of the other
residual interest (or comparable interest) if the rule referred to in the preceding sentence does not
apply to that sale or other disposition. While this rule may be modified by Treasury regulations, no
such regulations have yet been published.

Residual Certificates Transferred to or Held by Disqualified Organizations

Section 860E(e) of the Code imposes a substantial tax, payable by the transferor (or, if a transfer
is through a broker, nominee, or other middleman as the transferee’s agent, payable by that agent)
upon any transfer of a Residual Certificate to a “disqualified organization.” A transfer includes any
transfer of record or beneficial ownership, whether pursuant to a purchase, a default under a secured
lending agreement or otherwise. The term “disqualified organization” is defined above under
“DESCRIPTION OF THE CERTIFICATES—Special Characteristics of the Residual Cer-
tificates.” A transferor of a Residual Certificate (or an agent of a transferee of a Residual Certificate,
as the case may be) will be relieved of this tax liability if (i) the transferee furnishes to the transferor
(or the transferee’s agent) an affidavit that the transferee is not a disqualified organization, and
(ii) the transferor (or the transferee’s agent) does not have actual knowledge that the affidavit is false
at the time of the transfer.

In addition, a tax may be imposed upon a pass-through entity (including a regulated investment
company, real estate investment trust, common trust fund, partnership, trust, estate and nominee
and certain cooperatives) that owns a Residual Certificate if the pass-through entity has a disqual-
ified organization as a record holder. For this purpose, all interests in an electing large partnership
are treated as held by disqualified organizations. No such tax will be imposed on a pass-through
entity for a period with respect to an interest therein owned by a disqualified organization if (i) the
record holder of the interest furnishes to the pass-through entity an affidavit that it is not a
disqualified organization, (ii) during that period, the pass-through entity has no actual knowledge
that the affidavit is false and (iii) the entity is not an electing large partnership.

Other Transfers of Residual Certificates

A transfer of a Residual Certificate that has tax avoidance potential is disregarded for federal
income tax purposes if the transferee is not a U.S. Person (a “Non-U.S. Person”), unless the trans-
feree’s income from the certificate is otherwise subject to U.S. income tax. A Residual Certificate has
tax avoidance potential unless, at the time of the transfer, the transferor reasonably expects that, for
each excess inclusion, the REMIC will pay to the transferee an amount that will equal at least 30% of
the excess inclusion, and that each amount will be paid at or after the time at which the excess
inclusion accrues and not later than the close of the calendar year following the calendar year of
accrual. Certain transfers by a Non-U.S. Person to a U.S. Person or another Non-U.S. Person are also
disregarded if the transfer has the effect of allowing the transferor to avoid tax on accrued excess
inclusions. See “DESCRIPTION OF THE CERTIFICATES—Special Characteristics of the
Residual Certificates” for a discussion of additional provisions applicable to transfers of Residual
Certificates.

Amounts Paid to a Transferee of a Residual Certificate

Treasury Department regulations provide that, to clearly reflect income, an inducement fee paid
to a transferee of a noneconomic residual interest in a REMIC must be included in income over a
period that is reasonably related to the period during which the applicable REMIC is expected to
generate taxable income or net loss allocable to the transferee. The regulations set forth two safe
harbor methods under which a taxpayer’s accounting for the inducement fee will be considered
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clearly to reflect income for these purposes. In addition, under the regulations an inducement fee
shall be treated as income from sources within the United States. The regulations contain additional
details regarding their application. You should consult your own tax advisor regarding the appli-
cation of the regulations to the transfer of a Residual Certificate.

Termination

Although the matter is not entirely free from doubt, it appears that a Residual Owner will be
entitled to a loss if:

• the REMIC terminates by virtue of the final payment or liquidation of the last mortgage loan
that backs the last series trust asset remaining in the REMIC, and

• the Residual Owner’s adjusted basis in its Residual Certificate at the time the termination
occurs exceeds the amount of cash distributed to the Residual Owner in liquidation of its
interest.

The amount of the loss will equal the amount by which the Residual Owner’s adjusted basis
exceeds the amount of cash distributed to the Residual Owner in liquidation of its interest.

Taxation of Beneficial Owners of RCR Certificates

The RCR classes will be created, sold and administered pursuant to an arrangement that will be
classified as a grantor trust under subpart E, part I of subchapter J of the Code. The Regular
Certificates that back the RCR certificates will be the assets of the trust, and the RCR certificates will
represent an ownership interest in those Regular Certificates.

The RCR classes will represent the beneficial ownership of the underlying Regular Certificates.
The ownership interest represented by RCR certificates will be one of two types. A certificate of a
Strip RCR class (a “Strip RCR Certificate”) will represent the right to receive a disproportionate part
of the principal or interest payments on one or more underlying Regular Certificates. A certificate of a
Combination RCR class (a “Combination RCR Certificate”) will represent beneficial ownership of
undivided interests in two or more underlying Regular Certificates.

Strip RCR Classes

The tax consequences to a beneficial owner of a Strip RCR Certificate will be determined under
section 1286 of the Code, except as discussed below. Under section 1286, a beneficial owner of a Strip
RCR Certificate will be treated as owning “stripped bonds” to the extent of its share of principal
payments and “stripped coupons” to the extent of its share of interest payments on the underlying
Regular Certificates. If a Strip RCR Certificate entitles the holder to payments of principal and
interest on an underlying Regular Certificate, the IRS could contend that the Strip RCR Certificate
should be treated (i) as an interest in the underlying Regular Certificate to the extent that the Strip
RCR Certificate represents an equal pro rata portion of principal and interest on the underlying
Regular Certificate, and (ii) with respect to the remainder, as an installment obligation consisting of
“stripped bonds” to the extent of its share of principal payments or “stripped coupons” to the extent of
its share of interest payments. For purposes of information reporting, however, Fannie Mae intends
to treat each Strip RCR Certificate as a single debt instrument, regardless of whether it entitles the
holder to payments of principal and interest. You should consult your own tax advisors as to the
proper treatment of a Strip RCR Certificate in this regard.

Under section 1286, the beneficial owner of a Strip RCR Certificate must treat the Strip RCR
Certificate as a debt instrument originally issued on the date the owner acquires it and as having OID
equal to the excess, if any, of its “stated redemption price at maturity” over the price paid by the owner
to acquire it. The stated redemption price at maturity for a Strip RCR Certificate is determined in the
same manner as described with respect to Regular Certificates. See “—Taxation of Beneficial
Owners of Regular Certificates—Treatment of Original Issue Discount” above.
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If a Strip RCR Certificate has OID, the beneficial owner must include the OID in its ordinary
income for federal income tax purposes as the OID accrues, which may be prior to the receipt of the
cash attributable to that income. Although the matter is not entirely clear, a beneficial owner should
accrue OID using a method similar to that described with respect to the accrual of OID on a Regular
Certificate under “—Taxation of Beneficial Owners of Regular Certificates—Treatment of
Original Issue Discount” above. A beneficial owner, however, determines its yield to maturity
based on its purchase price. For a particular beneficial owner, it is not clear whether the prepayment
assumption used for calculating OID would be one determined at the time the Strip RCR Certificate
is acquired or would be the original Prepayment Assumption for the underlying Regular Certificates.
For purposes of information reporting, Fannie Mae will use the original yield to maturity of the Strip
RCR Certificate, calculated based on the original Prepayment Assumption. You should consult your
own tax advisors regarding the proper method for accruing OID on a Strip RCR Certificate.

The rules of section 1286 of the Code also apply if (i) a beneficial owner of Regular Certificates
exchanges them for Strip RCR Certificates, (ii) the beneficial owner sells some, but not all, of the Strip
RCR Certificates, and (iii) the combination of retained Strip RCR Certificates cannot be exchanged
for the related Regular Certificates. As of the date of such a sale, the beneficial owner must allocate its
basis in the Regular Certificates between the part of the Regular Certificates underlying the Strip
RCR Certificates sold and the part of the Regular Certificates underlying the Strip RCR Certificates
retained in proportion to their relative fair market values. Section 1286 of the Code treats the
beneficial owner as purchasing the Strip RCR Certificates retained for the amount of the basis
allocated to the retained certificates, and the beneficial owner must then accrue any OID with respect
to the retained certificates as described above. Section 1286 does not apply, however, if a beneficial
owner exchanges Regular Certificates for the related RCR certificates and retains all the RCR
certificates. See “—Exchanges” below.

Upon the sale of a Strip RCR Certificate, a beneficial owner will realize gain or loss on the sale in
an amount equal to the difference between the amount realized and its adjusted basis in the
certificate. The owner’s adjusted basis generally is equal to the owner’s cost of the certificate (or
portion of the cost of Regular Certificates allocable to the RCR certificate), increased by income
previously included, and reduced (but not below zero) by distributions previously received and by any
amortized premium. If the beneficial owner holds the certificate as a capital asset, any gain or loss
realized will be capital gain or loss, except to the extent provided under “—Taxation of Beneficial
Owners of Regular Certificates—Sales and Other Dispositions of Regular Certificates”
above.

Although the matter is not free from doubt, if a beneficial owner acquires in one transaction
(other than an exchange described below under “—Exchanges”) a combination of Strip RCR
Certificates that may be exchanged for underlying Regular Certificates, the owner should be treated
as owning the underlying Regular Certificates, in which case section 1286 would not apply. If a
beneficial owner acquires such a combination in separate transactions, the law is unclear as to
whether the combination should be aggregated or each Strip RCR Certificate should be treated as a
separate debt instrument. You should consult your tax advisors regarding the proper treatment of
Strip RCR Certificates in this regard. For the treatment of Strip RCR Certificates received in
exchange for Regular Certificates, see “—Exchanges” below.

Combination RCR Classes

A beneficial owner of a Combination RCR Certificate will be treated as the beneficial owner of a
proportionate interest in the Regular Certificates underlying that Combination RCR Certificate.
Except in the case of a beneficial owner that acquires a Combination RCR Certificate in an exchange
described under “—Exchanges” below, a beneficial owner of a Combination RCR Certificate must
allocate its cost to acquire that certificate among the underlying Regular Certificates in proportion to
their relative fair market values at the time of acquisition. Such an owner should account for its
ownership interest in each underlying Regular Certificate as described under “—Taxation of
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Beneficial Owners of Regular Certificates” above. When a beneficial owner sells a Combination
RCR Certificate, the owner must allocate the sale proceeds among the underlying Regular Certif-
icates in proportion to their relative fair market values at the time of sale.

Exchanges

If a beneficial owner exchanges one or more Regular Certificates for the related RCR Certificate
or Certificates in the manner described under “DESCRIPTION OF THE CERTIFICATES—
Combination and Recombination” in this prospectus, the exchange will not be taxable. Likewise,
if a beneficial owner exchanges one or more RCR Certificates for the related Regular Certificate or
Certificates in the manner described in that discussion, the exchange will not be a taxable exchange.
In each of these cases, the beneficial owner will be treated as continuing to own after the exchange the
same combination of interests in the related Regular Certificates (or the same interest in the related
Regular Certificate) that it owned immediately prior to the exchange.

Taxes on a REMIC

A REMIC will not be subject to federal income tax except with respect to income from prohibited
transactions and in certain other instances described below. It is not anticipated that a series trust
will engage in any transactions that will give rise to a tax on a related REMIC. In any event, pursuant
to our guaranty obligations, we will make distributions on the Regular Certificates and Residual
Certificates without offset or deduction for any tax imposed on the related REMIC.

Prohibited Transactions

The Code imposes a tax on a REMIC equal to 100% of the net income derived from “prohibited
transactions.” In general, the term “prohibited transaction” means the disposition of a qualified
mortgage other than pursuant to certain specified exceptions, the receipt of investment income from
a source other than a qualified mortgage or certain other permitted investments, the receipt of
compensation for services, or the disposition of a “cash flow investment” as defined in Sec-
tion 860G(a)(6) of the Code.

Contributions to a REMIC After the Startup Day

The Code imposes a tax on a REMIC equal to 100% of the value of any property contributed to the
REMIC after the “startup day” (generally the same as the Settlement Date). Exceptions are provided
for cash contributions to a REMIC if made (i) during the three-month period beginning on the startup
day, (ii) to a qualified reserve fund by a holder of a residual interest, (iii) in the nature of a guarantee,
or (iv) to facilitate a qualified liquidation or clean-up call.

Net Income from Foreclosure Property

The Code imposes a tax on a REMIC equal to the highest corporate rate on “net income from
foreclosure property.” The terms “foreclosure property” (which includes property acquired by deed in
lieu of foreclosure) and “net income from foreclosure property” are defined by reference to the rules
applicable to real estate investment trusts. Generally, foreclosure property would be treated as such
until the close of the third taxable year following the taxable year in which the acquisition occurs,
with possible extensions. Net income from foreclosure property generally means gain from the sale of
foreclosure property that is inventory property and gross income from foreclosure property other
than qualifying rents and other qualifying income for a real estate investment trust, net of deduc-
tions directly connected with the production of such income.

Reporting and Other Administrative Matters

For purposes of the administrative provisions of the Code, each REMIC will be treated as a
partnership and the Residual Owners will be treated as partners. We will prepare, sign and file
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federal income tax returns for each REMIC, which returns are subject to audit by the IRS. We will
also act as the tax matters partner for each REMIC, either as a beneficial owner of a Residual
Certificate or as a fiduciary for the Residual Owner. Each Residual Owner, by the acceptance of its
Residual Certificate, agrees that we will act as its fiduciary in the performance of any duties required
of it in the event that it is the tax matters partner.

Within a reasonable time after the end of each calendar year, we will furnish to each certifi-
cateholder that received a distribution during that year a statement setting forth the portions of any
distributions that constitute interest distributions, OID and any other information as is required by
Treasury regulations and, with respect to certificateholders of Residual Certificates, information
necessary to compute the daily portions of the taxable income (or net loss) of the REMIC for each day
during that year.

If there is more than one Residual Owner for a taxable year, each Residual Owner is required to
treat items on its return consistently with the treatment on the return of the REMIC, unless the
Residual Owner either files a statement identifying the inconsistency or establishes that the
inconsistency resulted from incorrect information received from the REMIC. The IRS may assert
a deficiency resulting from a failure to comply with the consistency requirement without instituting
an administrative proceeding at the REMIC level.

Certain Code provisions and Treasury Department regulations that are directed at “tax shelters”
could be read to apply to transactions generally not considered to be tax shelters. These provisions
require that taxpayers that participate in a “reportable transaction” disclose such transaction on
their tax returns by attaching IRS Form 8886, and retain information related to the transaction.
Penalties may be imposed for failing to disclose a reportable transaction. A transaction may be a
reportable transaction based upon any of several indicia, one or more of which may be present with
respect to the certificates. You should consult your tax advisor concerning any possible disclosure
obligation with respect to your investment in the certificates.

Backup Withholding

Distributions of interest and principal, as well as distributions of proceeds from the sale of
Regular and Residual Certificates, may be subject to the “backup withholding tax” under section 3406
of the Code if recipients of the distributions fail to furnish to the payor certain information, including
their taxpayer identification numbers, or otherwise fail to establish an exemption from this tax. Any
amounts deducted and withheld from a distribution to a recipient would be allowed as a credit
against the recipient’s federal income tax. Certain penalties may be imposed by the IRS on a recipient
of distributions required to supply information who does not do so in the proper manner.

Foreign Investors

Regular Certificates

Distributions made on a Regular Certificate to, or on behalf of, a Regular Owner that is a
Non-U.S. Person generally will be exempt from U.S. federal income and withholding taxes, provided
(a) the Regular Owner is not subject to U.S. tax as a result of a connection to the United States other
than ownership of the certificate, (b) the Regular Owner signs a statement under penalties of perjury
that certifies that the Regular Owner is a Non-U.S. Person, and provides the name and address of the
Regular Owner, and (c) the last U.S. Person in the chain of payment to the Regular Owner receives the
statement from the Regular Owner or a financial institution holding on its behalf and does not have
actual knowledge that the statement is false. These rules do not apply to interest income allocable to a
United States shareholder of a Regular Owner that is a “controlled foreign corporation” described in
section 881(c)(3)(C) of the Code. You also should be aware that the IRS might take the position that
these rules do not apply to a Regular Owner that owns 10% or more of the Residual Certificates or of
the voting stock of Fannie Mae.
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Residual Certificates

Amounts distributed to a Residual Owner that is a Non-U.S. Person generally will be treated as
interest for purposes of applying the 30% (or lower treaty rate) withholding tax on income that is not
effectively connected with a U.S. trade or business. Amounts not constituting excess inclusions that
are distributed on a Residual Certificate to a Non-U.S. Person generally will be exempt from
U.S. federal income and withholding taxes, subject to the same conditions applicable to distributions
on Regular Certificates, as described above, but only to the extent that the obligations directly
underlying the REMIC that issued the Residual Certificate (e.g., mortgage loans or regular interests
in another REMIC) were issued after July 18, 1984. In no case will any portion of REMIC income that
constitutes an excess inclusion be entitled to any exemption from the withholding tax or a reduced
treaty rate for withholding. See “—Taxation of Beneficial Owners of Residual Certificates—
Treatment of Excess Inclusions” above.

Temporary Regulations issued by the Treasury Department have modified the general rule that
the taxable income of a REMIC is not includible in the income of a foreign person (or, if excess
inclusions, subject to withholding tax) until paid or distributed. See “—Taxation of Beneficial
Owners of Residual Certificates—Treatment of Excess Inclusions” above. Under the Tem-
porary Regulations, the amount of taxable income allocable to a foreign partner in a domestic
partnership that is the beneficial owner of a Residual Certificate must be taken into account by the
foreign partner on the last day of the partnership’s taxable year, except to the extent that some or all
of that amount is required to be taken into account at an earlier time as a result of a distribution to the
foreign partner or a disposition of the foreign partner’s indirect interest in the Residual Certificate.
Similar rules apply to excess inclusions allocable to a foreign person that holds an interest in a real
estate investment trust, regulated investment company, common trust fund or certain cooperatives.

ACCOUNTING CONSIDERATIONS

The accounting treatment that applies to an investor’s purchase and holding of certificates may
vary depending upon a number of different factors. Moreover, accounting principles, and how they
are interpreted and applied, may change from time to time. Before you purchase the certificates, you
should consult your own accountants regarding the proper accounting treatment for the certificates.

LEGAL INVESTMENT CONSIDERATIONS

If you are an institution whose investment activities are subject to legal investment laws and
regulations or to review by regulatory authorities, you may be or may become subject to restrictions
on investment in certain certificates of a series or in certificates generally, including, without
limitation, restrictions that may be imposed retroactively. If you are a financial institution that is
subject to the jurisdiction of the Comptroller of the Currency, the Board of Governors of the Federal
Reserve System, the Federal Deposit Insurance Corporation, the Office of Thrift Supervision, the
National Credit Union Administration, Treasury or other federal or state agencies with similar
authority, you should review the rules, guidelines and regulations that apply to you prior to
purchasing or pledging the certificates of a series. In addition, if you are a financial institution,
you should consult your regulators concerning the risk-based capital treatment of any certificate.
You should consult your own legal advisors to determine whether and to what extent the
certificates of a series constitute legal investments or are or may become subject to
restrictions on investment and whether and to what extent the certificates of a series can
be used as collateral for various types of borrowings.

ERISA CONSIDERATIONS

ERISA and section 4975 of the Code impose requirements on employee benefit plans subject to
ERISA (such as employer-sponsored retirement plans) and on other types of benefit plans and
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arrangements subject to section 4975 of the Code (such as individual retirement accounts). ERISA
and section 4975 of the Code also impose these requirements on some entities in which these benefit
plans or arrangements invest. We refer to these plans, arrangements and entities, collectively, as
“plans.” Any person who is a fiduciary of a plan also is subject to the requirements imposed by ERISA
and section 4975 of the Code. Before a plan invests in certificates of any series, the plan fiduciary
must consider whether the governing instruments for the plan permit the investment, whether the
certificates are a prudent and appropriate investment for the plan under its investment policy, and
whether such an investment might result in a transaction prohibited under ERISA or section 4975 of
the Code for which no exemption is available.

The U.S. Department of Labor issued a regulation covering the acquisition by a plan of a
“guaranteed governmental mortgage pool certificate,” defined to include a certificate that is backed
by, or evidences an interest in, specified mortgages or participation interests in specified mortgages
and that is guaranteed by Fannie Mae as to the payment of interest and principal. Under the
regulation, investment by a plan in a guaranteed governmental mortgage pool certificate does not
cause the assets of the plan to include the mortgage loans underlying the certificate or cause the
sponsor, trustee and other servicers of the mortgage pool to be subject to the fiduciary responsibility
provisions of ERISA, the prohibited transaction provisions of ERISA or section 4975 of the Code in
providing services with respect to the mortgage loans in the pool. Our counsel, Sidley Austin LLP, has
advised us that, except to the extent otherwise specified in the prospectus supplement for a series
trust, the certificates qualify under the definition of guaranteed governmental mortgage pool
certificates and, as a result, the purchase and holding of certificates by plans will not cause the
series trust assets or the assets of Fannie Mae to be subject to the fiduciary requirements of ERISA or
to the prohibited transaction requirements of ERISA or section 4975 of the Code merely by reason of a
plan’s holding of certificates. However, investors should consult with their own counsel regarding the
consequences under ERISA of an investment in certificates of any series.

PLAN OF DISTRIBUTION

Pursuant to a Fannie Mae commitment, we generally will deliver the certificates of a series to
one or more securities dealers in exchange for the series trust assets specified in the related
prospectus supplement. In certain cases, as specified in the related prospectus supplement, we
may directly provide from our portfolio some or all of the series trust assets of a particular series trust
and will sell some or all of the related certificates to one or more dealers for the aggregate cash
proceeds specified in the related prospectus supplement. Each dealer will offer the certificates as
specified in the related prospectus supplement. Each dealer may, in turn, offer the certificates to or
through other dealers. The dealers engage in transactions with us and perform services for us in the
ordinary course of their business. We, the dealers or other parties may receive compensation, trading
gain or other benefits in connection with these transactions. We typically receive a fee from the dealer
or dealers for each offering. We reserve the right to acquire certificates for our own account at the
time they are issued or subsequently in the secondary market and may retain or dispose of any
certificates that we acquire.

Before the Settlement Date for a series, we and the dealer may agree to offer classes in addition to
those contemplated as of the date of the related prospectus supplement. In that event, we would
increase the balance of the related series trust assets, but we expect that the additional series trust
assets would have the same characteristics as those described in the related prospectus supplement.
The proportion that the original principal balance of each class bears to the aggregate original
principal balance of the related group of series trust assets would remain the same. In addition, the
dollar amounts shown in any principal balance schedule in the related prospectus supplement would
be increased to correspond to the increase of the principal balances of the applicable classes.

A secondary market for each series of certificates may not develop. If one does develop, it may not
continue during the entire term during which the certificates are outstanding. In addition, neither
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we nor any other party are obligated to make a market in the certificates. Certificateholders also
should note that the certificates are not traded on any exchange and the market price of a particular
issuance of certificates or a benchmark price may not be readily available. See “RISK FACTORS—
LIQUIDITY FACTORS.”

LEGAL OPINION

If you purchase certificates of a series, we will send you, upon request, an opinion of our general
counsel (or one of our deputy general counsels) as to the validity of the certificates and the related
trust documents.
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Exhibit A

CLASS DEFINITIONS AND ABBREVIATIONS

Abbreviation Category of Class Definition

PRINCIPAL TYPES

AD Accretion Directed Receives principal payments from the accrued and
unpaid interest on one or more Accrual or Partial
Accrual classes. It will also receive principal
payments from principal paid on the related
series trust assets.

AS Accelerated Security Receives principal payments more rapidly than the
related NAS class during the period in which the
NAS class is receiving limited or no principal
payments, and thereafter receives principal
payments on any distribution date only if certain
payments are made on the related NAS class.

CPT Component Consists of two or more “components” of a single
class. The components of a Component class may
have different principal payment characteristics
but together constitute a single class. Each
component of a Component class may be
identified as falling into one or more of the
categories in this chart.

GMC Guaranteed Maturity Has a guaranteed maturity date that is earlier
than the latest date by which that class would be
retired solely from payments on the related series
trust assets.

JMP Jump Has principal payment priorities that change upon
the occurrence of (i) multiple “trigger events” or
(ii) any “trigger event” calculated with reference to
a prepayment speed other than a single PSA or
CPR speed or to a schedule that is not structured at
a single PSA or CPR speed.

NAS Non-Accelerated Security Designed to receive limited or no principal
payments prior to a designated date and
thereafter to receive increased principal
payments, including a specified percentage of
principal prepayments (which percentage may
increase or decrease over time).

NPR No Payment Residual A Residual class designed to receive no payments of
principal.

NSJ Non-Sticky Jump Has principal payment priorities that change
temporarily upon the occurrence of a single
“trigger event” and is not a Jump class. A Non-
Sticky Jump class “jumps” to its new priority on
each distribution date when the trigger condition is
met. It reverts to its original priority (i.e., does not
“stick” to the new priority) on each distribution
date when the trigger condition is not met.

NTL Notional Has no principal balance and bears interest on its
notional principal balance. The notional principal
balance is used solely to determine interest
distributions on an Interest Only class.
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Abbreviation Category of Class Definition

PAC Planned Amortization Class Designed to receive principal payments using a
predetermined principal balance schedule (a
“Planned Balance”). This schedule is derived by
assuming two constant prepayment rates for the
mortgage loans backing the related series trust
assets. These two rates are the endpoints for the
“structuring range” of the PAC class.

PT Pass-Through Designed to receive principal payments in a fixed
proportion to payments on the related series trust
assets.

SC Structured Collateral Designed to receive principal payments based on
the actual distributions on series trust assets
representing “regular interests” in a separate
series trust.

SCH Scheduled Designed to receive principal payments using a
predetermined principal balance schedule (a
“Scheduled Balance”) but is not designated as a
PAC or TAC class. In many cases, this schedule is
derived by assuming two constant prepayment
rates for the mortgage loans backing the related
series trust assets. These two rates are the
endpoints for the “structuring range” of the
Scheduled class.

SEG Segment Combined, in whole or in part, with one or more
classes (or portions of classes) to form a “Segment
Group” for purposes of allocating certain principal
distribution amounts or schedule/support
structure inside an overriding structure.

SEQ Sequential Pay Receives principal payments in a prescribed
sequence but without a predetermined schedule.
In most cases, it receives payments of principal
continuously from the first distribution date for
that class until the class is retired. A single class
that receives principal payments before or after all
other classes in the same series of certificates may
be identified as a Sequential Pay class.

SJ Sticky Jump Has principal payment priorities that change
permanently upon the occurrence of a single
“trigger event” and is not a Jump class. A Sticky
Jump class “jumps” to its new priority on the first
distribution date when the trigger condition is met
and retains (i.e., “sticks” to) that priority until the
class is retired.

SP Specified Payment Designed to receive principal payments up to a
specified dollar amount on one or more
distribution dates.

SPS Specified Payment Support Receives principal payments on any distribution
date only if a specified payment has been made on
any related Specified Payment class.

SUP Support (or Companion) Receives principal payments on any distribution
date only if scheduled payments have been made on
specified PAC, TAC and/or Scheduled classes.
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Abbreviation Category of Class Definition

TAC TAC (or Targeted Principal) Designed to receive principal payments using a
predetermined principal balance schedule (a
“Targeted Balance”). In most cases, this schedule
is derived by assuming a single constant
prepayment rate for the mortgage loans backing
the related series trust assets.

XAC Index Allocation Has a principal payment allocation that depends
on the value of an index or calculated formula.

INTEREST TYPES

AFC Available Funds Receives as interest certain interest and/or
principal payments on the related series trust
assets, which payments may be insufficient on
any distribution date to cover fully the accrued
and unpaid interest on the certificates of this
class. In this case, the unpaid interest amount
may be carried over to subsequent distribution
dates (and any unpaid interest amount may itself
accrue interest) until, as specified in the related
prospectus supplement, payments are sufficient to
cover all unpaid interest amounts. It is possible
that these insufficiencies, including any interest
accrued thereon, will remain unpaid and, if so,
they will not be covered by the Fannie Mae
guaranty.

ARB Ascending Rate Has an interest rate that increases one or more
times based upon a predetermined schedule.

CPT Component Consists of two or more segments or “components.”
The components of a Component class may have
different interest payment characteristics but
together constitute a single class. Each
component of a Component class may be
identified as falling into one or more categories
in this chart.

DRB Descending Rate Has an interest rate that decreases one or more
times based upon a predetermined schedule.

EXE Excess Receives any interest paid on the series trust assets
in excess of the amount of interest required to be
paid on all other classes of certificates in the series.
Excess classes sometimes have specified principal
balances but no specified interest rate.

FIX Fixed Rate Has an interest rate that is fixed throughout the
life of the class.

FLT Floating Rate Has an interest rate that resets periodically based
upon a designated index and that varies directly
with changes in the index.

IDC Index Differential Bears a floating or inverse floating interest rate
computed in part based on the difference (or other
specified relationship) between two designated
indices (e.g. LIBOR, Ten-Year Treasury Index).

INV Inverse Floating Rate Has an interest rate that resets periodically based
upon a designated index and that varies inversely
with changes in the index.
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Abbreviation Category of Class Definition

IO Interest Only Receives some or all of the interest payments made
on the related series trust assets but no principal.
Interest Only classes have a notional principal
balance. A notional principal balance is the
amount used as a reference to calculate the
amount of interest due on an Interest Only class.

IRC Interest Rate Cap Receives payments of any accrued interest in
excess of a specified rate based solely on benefits
received under a third party derivative contract. As
a result, payments of any such excess accrued
interest will not be covered by the Fannie
Mae guaranty.

NPR No Payment Residual A Residual class designed to receive no payments of
interest.

PO Principal Only Does not bear interest and is entitled to receive
only payments of principal.

PZ Partial Accrual Accretes a portion of its accrued interest. This
accreted amount will be added to the principal
balance of the class on each applicable
distribution date, while the remainder of the
accrued interest is distributed currently as
interest. Accretion may continue until a specified
event has occurred or until the Partial Accrual
class is retired.

T Toggle Has an interest rate that changes significantly
based on a trigger. For example, when the index
meets a threshold, the interest rate may shift from
one predetermined rate or formula to a different
predetermined rate or formula. Accordingly, the
change in interest rate may not be a continuous
function of changes in the index.

WAC Weighted Average Coupon Has an interest rate that represents an effective
weighted average interest rate that may change
from period to period. A Weighted Average Coupon
class may consist of components, some of which
have different interest rates.

Z Accrual Accretes the amount of accrued interest otherwise
distributable on this class. This accreted amount
will be added as principal to the principal balance
of the class on each applicable distribution date.
Accretion may continue until some specified event
has occurred or until the Accrual class is retired.

OTHER TYPES

RDM Redeemable Certificates that are redeemable as specified in the
related prospectus supplement.

RTL Retail Designated for sale to retail investors. Retail
classes frequently are sold in small “units” or
other increments and issued in book-entry form
through the facilities of DTC. Retail classes are
entitled to receive distributions of principal in
accordance with special priorities and allocation
procedures.
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No one is authorized to give information or to
make representations in connection with the
certificates other than the information and
representations contained in or incorporated
into this prospectus and the related prospectus
supplement. We take no responsibility for any
unauthorized information or representation.
This prospectus and the related prospectus
supplement do not constitute an offer or solic-
itation with regard to the certificates if it is
illegal to make such an offer or solicitation to
you under state law. By delivering this pro-
spectus at any time, no one implies that the
information contained in the prospectus is cor-
rect after its date.

Neither the Securities and Exchange Commis-
sion nor any state securities commission has
approved or disapproved the certificates or
determined if this prospectus or any prospectus
supplement is truthful and complete. Any rep-
resentation to the contrary is a criminal offense.

Additional prospectuses and information
regarding outstanding series trusts are avail-
able upon request by calling us at 800-237-8627
or (202) 752-7115 or by visiting our Web site
www.fanniemae.com.
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