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EXECUTION VERSION 

AMENDED AND RESTATED SENIOR PREFERRED STOCK PURCHASE 
AGREEMENT 

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

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

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

 
C.  Purchaser and Seller executed and delivered the Senior Preferred Stock Pur-

chase Agreement dated as of September 7, 2008 (the “Original Agreement”), and the parties 
thereto desire to amend and restate the Original Agreement in its entirety as set forth herein. 
 
  THEREFORE, the parties hereto agree as follows: 
 

Terms and Conditions 
 
1. DEFINITIONS 
 

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

“Affiliate” means, when used with respect to a specified Person (i) any direct or indirect holder 
or group (as defined in Sections 13(d) and 14(d) of the Exchange Act) of holders of 10.0% or 
more of any class of capital stock of such Person and (ii) any current or former director or officer 
of such Person, or any other current or former employee of such Person that currently exercises 
or formerly exercised a material degree of Control over such Person, including without limitation 
each current or former Named Executive Officer of such Person. 
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“Available Amount” means, as of any date of determination, the lesser of (a) the Deficiency 
Amount as of such date and (b) the Maximum Amount as of such date.   
 
“Business Day” means any day other than a Saturday, Sunday or other day on which commercial 
banks are authorized to close under United States federal law and the law of the State of New 
York.  
 
“Capital Lease Obligations” of any Person shall mean the obligations of such Person to pay rent 
or other amounts under any lease of (or other similar arrangement conveying the right to use) 
real or personal property, or a combination thereof, which obligations are required to be classi-
fied and accounted for as capital leases on a balance sheet of such Person under GAAP and, for 
purposes hereof, the amount of such obligations at any time shall be the capitalized amount 
thereof at such time determined in accordance with GAAP.  
 
“Control” shall mean the possession, directly or indirectly, of the power to direct or cause the 
direction of the management or policies of a Person, whether through the ownership of voting 
securities, by contract or otherwise. 
 
“Deficiency Amount” means, as of any date of determination, the amount, if any, by which (a) 
the total liabilities of Seller exceed (b) the total assets of Seller (such assets excluding the Com-
mitment and any unfunded amounts thereof), in each case as reflected on the balance sheet of 
Seller as of the applicable date set forth in this Agreement, prepared in accordance with GAAP; 
provided, however, that:  
 

(i)  for the avoidance of doubt, in measuring the Deficiency Amount liabilities shall ex-
clude any obligation in respect of any capital stock of Seller, including the Senior Pre-
ferred Stock contemplated herein; 
 
(ii)  in the event that Seller becomes subject to receivership or other liquidation process 
or proceeding, “Deficiency Amount” shall mean, as of any date of determination, the 
amount, if any, by which (a) the total allowed claims against the receivership or other ap-
plicable estate (excluding any liabilities of or transferred to any LLRE (as defined in Sec-
tion 5.4(a)) created by a receiver) exceed (b) the total assets of such receivership or other 
estate (excluding the Commitment, any unfunded amounts thereof and any assets of or 
transferred to any LLRE, but including the value of the receiver’s interest in any LLRE);  
 
(iii)  to the extent Conservator or a receiver of Seller, or any statute, rule, regulation or 
court of competent jurisdiction, specifies or determines that a liability of Seller (including 
without limitation a claim against Seller arising from rescission of a purchase or sale of a 
security issued by Seller (or guaranteed by Seller or with respect to which Seller is oth-
erwise liable) or for damages arising from the purchase, sale or retention of such a secu-
rity) shall be subordinated (other than pursuant to a contract providing for such subordi-
nation) to all other liabilities of Seller or shall be treated on par with any class of equity 
of Seller, then such liability shall be excluded in the calculation of Deficiency Amount; 
and 
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(iv)  the Deficiency Amount may be increased above the otherwise applicable amount by 
the mutual written agreement of Purchaser and Seller, each acting in its sole discretion.   

 
“Designated Representative” means Conservator or (a) if Conservator has been superseded by a 
receiver pursuant to Section 1367(a) of the FHE Act, such receiver, or (b) if Seller is not in con-
servatorship or receivership pursuant to Section 1367(a) of the FHE Act, Seller’s chief financial 
officer. 
 
“Director” shall mean the Director of the Agency. 
 
“Effective Date” means the date on which this Agreement shall have been executed and delivered 
by both of the parties hereto. 
 
“Equity Interests” of any Person shall mean any and all shares, interests, rights to purchase or 
otherwise acquire, warrants, options, participations or other equivalents of or interests in (how-
ever designated) equity, ownership or profits of such Person, including any preferred stock, any 
limited or general partnership interest and any limited liability company membership interest, 
and any securities or other rights or interests convertible into or exchangeable for any of the 
foregoing. 
 
“Exchange Act” means the Securities Exchange Act of 1934, as amended, and the rules and regu-
lations of the SEC promulgated thereunder. 
 
“GAAP” means generally accepted accounting principles in effect in the United States as set 
forth in the opinions and pronouncements of the Accounting Principles Board and the American 
Institute of Certified Public Accountants and statements and pronouncements of the Financial 
Accounting Standards Board from time to time.   
 
“Indebtedness” of any Person means, for purposes of Section 5.5 only, without duplication, (a) 
all obligations of such Person for money borrowed by such Person, (b) all obligations of such 
Person evidenced by bonds, debentures, notes or similar instruments, (c) all obligations of such 
Person under conditional sale or other title retention agreements relating to property or assets 
purchased by such Person, (d) all obligations of such Person issued or assumed as the deferred 
purchase price of property or services, other than trade accounts payable, (e) all Capital Lease 
Obligations of such Person, (f) obligations, whether contingent or liquidated, in respect of letters 
of credit (including standby and commercial), bankers’ acceptances and similar instruments and 
(g) any obligation of such Person, contingent or otherwise, guaranteeing or having the economic 
effect of guaranteeing any Indebtedness of the types set forth in clauses (a) through (f) payable 
by another Person other than Mortgage Guarantee Obligations. 
 
“Liquidation End Date” means the date of completion of the liquidation of Seller’s assets. 
 
“Maximum Amount” means, as of any date of determination, $100,000,000,000 (one hundred 
billion dollars), less the aggregate amount of funding under the Commitment prior to such date. 
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“Mortgage Assets” of any Person means assets of such Person consisting of mortgages, mortgage 
loans, mortgage-related securities, participation certificates, mortgage-backed commercial paper, 
obligations of real estate mortgage investment conduits and similar assets, in each case to the ex-
tent such assets would appear on the balance sheet of such Person in accordance with GAAP as 
in effect as of the date hereof (and, for the avoidance of doubt, without giving effect to any 
change that may be made hereafter in respect of Statement of Financial Accounting Standards 
No. 140 or any similar accounting standard). 
 
“Mortgage Guarantee Obligations” means guarantees, standby commitments, credit enhance-
ments and other similar obligations of Seller, in each case in respect of Mortgage Assets. 
 
“Named Executive Officer” has the meaning given to such term in Item 402(a)(3) of Regulation 
S-K under the Exchange Act, as in effect on the date hereof.   
 
“Person” shall mean any individual, corporation, limited liability company, partnership, joint 
venture, association, joint-stock company, trust, estate, unincorporated organization or govern-
ment or any agency or political subdivision thereof, or any other entity whatsoever. 
 
“SEC” means the Securities and Exchange Commission. 
 
“Senior Preferred Stock” means the Variable Liquidation Preference Senior Preferred Stock of 
Seller, substantially in the form of Exhibit A hereto. 
 
“Warrant” means a warrant for the purchase of common stock of Seller representing 79.9% of 
the common stock of Seller on a fully-diluted basis, substantially in the form of Exhibit B hereto. 
 
2. COMMITMENT 
 

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

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

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

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

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

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

3.2. Periodic Commitment Fee.  (a)  Commencing March 31, 2010, Seller shall pay to Pur-
chaser quarterly, on the last day of March, June, September and December of each calendar year 
(each a “Periodic Fee Date”), a periodic commitment fee (the “Periodic Commitment Fee”).  The 
Periodic Commitment Fee shall accrue from January 1, 2010.     
 
  (b)  The Periodic Commitment Fee is intended to fully compensate Purchaser for the sup-
port provided by the ongoing Commitment following December 31, 2009.  The amount of the 
Periodic Commitment Fee shall be set not later than December 31, 2009 with respect to the ensu-
ing five-year period, shall be reset every five years thereafter and shall be determined with refer-
ence to the market value of the Commitment as then in effect.  The amount of the Periodic 
Commitment Fee shall be mutually agreed by Purchaser and Seller, subject to their reasonable 
discretion and in consultation with the Chairman of the Federal Reserve; provided, that Pur-
chaser may waive the Periodic Commitment Fee for up to one year at a time, in its sole discre-
tion, based on adverse conditions in the United States mortgage market.   
 
 (c)  At the election of Seller, the Periodic Commitment Fee may be paid in cash or by 
adding the amount thereof ratably to the liquidation preference of each outstanding share of Sen-
ior Preferred Stock so that the aggregate liquidation preference of all such outstanding shares of 
Senior Preferred Stock is increased by an amount equal to the Periodic Commitment Fee.  Seller 
shall deliver notice of such election not later than three (3) Business Days prior to each Periodic 
Fee Date.  If the Periodic Commitment Fee is not paid in cash by 12:00 pm (New York time) on 
the applicable Periodic Fee Date (irrespective of Seller’s election pursuant to this subsection), 
Seller shall be deemed to have elected to pay the Periodic Commitment Fee by adding the 
amount thereof to the liquidation preference of the Senior Preferred Stock, and the aggregate liq-
uidation preference of the outstanding shares of Senior Preferred Stock shall thereupon be auto-
matically increased, in the manner contemplated by the first sentence of this section, by an ag-
gregate amount equal to the Periodic Commitment Fee then due.   
 

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

3.4. Notation of Increase in Liquidation Preference.  Seller shall duly mark its records to re-
flect each increase in the liquidation preference of the Senior Preferred Stock contemplated 

Case 1:15-cv-00708-GMS   Document 18-1   Filed 11/13/15   Page 7 of 67 PageID #: 154



- 7 - 

herein (but, for the avoidance of doubt, such increase shall be effective regardless of whether 
Seller has properly marked its records). 
 
4. REPRESENTATIONS 
 
 Seller represents and warrants as of the Effective Date, and shall be deemed to have rep-
resented and warranted as of the date of each request for and funding of an advance under the 
Commitment pursuant to Article 2, as follows: 
 

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

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

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

4.4. Valid Issuance.  When issued in accordance with the terms of this Agreement, the Senior 
Preferred Stock and the Warrant will be duly authorized, validly issued, fully paid and non-
assessable, free and clear of all liens and preemptive rights.  The shares of common stock to 
which the holder of the Warrant is entitled have been duly and validly reserved for issuance.  
When issued and delivered in accordance with the terms of this Agreement and the Warrant, 
such shares will be duly authorized, validly issued, fully paid and nonassessable, free and clear 
of all liens and preemptive rights. 
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4.5. Non-Contravention.  
 
 (a)  The execution, delivery or performance by Seller of this Agreement and the con-
summation by Seller of the transactions contemplated hereby do not and will not (i) conflict with 
or violate any provision of the Organizational Documents of Seller; (ii) conflict with or violate 
any law, decree or regulation applicable to Seller or by which any property or asset of Seller is 
bound or affected, or (iii) result in any breach of, or constitute a default (with or without notice 
or lapse of time, or both) under, or give to others any right of termination, amendment, accelera-
tion or cancellation of, or result in the creation of a lien upon any of the properties or assets of 
Seller, pursuant to any note, bond, mortgage, indenture or credit agreement, or any other con-
tract, agreement, lease, license, permit, franchise or other instrument or obligation to which 
Seller is a party or by which Seller is bound or affected, other than, in the case of clause (iii), any 
such breach, default, termination, amendment, acceleration, cancellation or lien that would not 
have and would not reasonably be expected to have, individually or in the aggregate, a material 
adverse effect on the business, property, operations or condition of the Seller, the authority of the 
Conservator or the validity or enforceability of this Agreement (a “Material Adverse Effect”). 
 
 (b)  The execution and delivery of this Agreement by Seller does not, and the consumma-
tion by Seller of the transactions contemplated by this Agreement will not, require any consent, 
approval, authorization, waiver or permit of, or filing with or notification to, any governmental 
authority or any other person, except for such as have already been obtained. 
 
5. COVENANTS 
 
 From the Effective Date until such time as the Senior Preferred Stock shall have been re-
paid or redeemed in full in accordance with its terms:  
 

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

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

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

5.4. Transfer of Assets.  Seller shall not, and shall not permit any of its subsidiaries to, in 
each case without the prior written consent of Purchaser, sell, transfer, lease or otherwise dispose 
of (in one transaction or a series of related transactions) all or any portion of its assets (including 
Equity Interests in other persons, including subsidiaries), whether now owned or hereafter ac-
quired (any such sale, transfer, lease or disposition, a “Disposition”), other than Dispositions for 
fair market value: 
 
 (a)  to a limited life regulated entity (“LLRE”) pursuant to Section 1367(i) of the FHE 
Act; 
 
 (b)  of assets and properties in the ordinary course of business, consistent with past prac-
tice; 
 
 (c)  in connection with a liquidation of Seller by a receiver appointed pursuant to Section 
1367(a) of the FHE Act;  
  
 (d)  of cash or cash equivalents for cash or cash equivalents; or 
 
 (e)  to the extent necessary to comply with the covenant set forth in Section 5.7 below. 
 

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

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

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

5.9. Reporting.  Seller shall provide to Purchaser:  
 

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

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

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

 (d)  concurrently with any delivery of financial statements under paragraphs (a) or (b) 
above, a certificate of the Designated Representative, (i) certifying that Seller is (and since the 
last such certificate has at all times been) in compliance with each of the covenants contained 
herein and that no representation made by Seller herein or in any document delivered pursuant 
hereto or in connection herewith was false or misleading in any material respect when made, or, 
if the foregoing is not true, specifying the nature and extent of the breach of covenant and/or rep-
resentation and any corrective action taken or proposed to be taken with respect thereto, and 
(ii) setting forth computations in reasonable detail and satisfactory to the Purchaser of the Defi-
ciency Amount, if any; 
 
 (e)  promptly, from time to time, such other information regarding the operations, busi-
ness affairs, plans, projections and financial condition of Seller, or compliance with the terms of 
this Agreement, as Purchaser may reasonably request; and 
 
 (f)  as promptly as reasonably practicable, written notice of the following: 
 

(i)  the occurrence of the Liquidation End Date; 

(ii)  the filing or commencement of, or any written threat or notice of intention of 
any Person to file or commence, any action, suit or proceeding, whether at law or in eq-
uity or by or before any governmental authority or in arbitration, against Conservator, 
Seller or any other Person which, if adversely determined, would reasonably be expected 
to have a Material Adverse Effect; 
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  (iii)  any other development that is not a matter of general public knowledge and 
that has had, or would reasonably be expected to have, a Material Adverse Effect. 

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

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

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

Case 1:15-cv-00708-GMS   Document 18-1   Filed 11/13/15   Page 12 of 67 PageID #: 159



- 12 - 

debt of Seller not assumed by the LLRE. 
 

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

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

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

c/o Federal Housing Finance Authority 
1700 G Street, NW 
4th Floor 
Washington, DC 20552 
Attention:  General Counsel 

 
  If to Purchaser: 
 

United States Department of the Treasury 
1500 Pennsylvania Avenue, NW 
Washington DC   20220 
Attention:  Under Secretary for Domestic Finance 
 

Case 1:15-cv-00708-GMS   Document 18-1   Filed 11/13/15   Page 13 of 67 PageID #: 160



- 13 - 

with a copy to: 
 
United States Department of the Treasury 
1500 Pennsylvania Avenue, NW 
Washington DC   20220 
Attention:  General Counsel 

 
  If to Conservator:   
 

Federal Housing Finance Authority 
1700 G Street, NW 
4th Floor 
Washington, DC 20552 
Attention:  General Counsel 

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

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

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

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

6.9. Entire Agreement.  This Agreement, together with the Senior Preferred Stock and War-
rant, contains the entire agreement between the parties hereto with respect to the transactions 
contemplated hereby and supersedes and cancels all prior agreements, including, but not limited 
to, all proposals, term sheets, statements, letters of intent or representations, written or oral, with 
respect thereto. 
 
 6.10. Remedies.  In the event of a breach by Seller of any covenant or representation of Seller 
set forth herein, Purchaser shall be entitled to specific performance (in the case of a breach of 
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covenant), damages and such other remedies as may be available at law or in equity; provided, 
that Purchaser shall not have the right to terminate the Commitment solely as a result of any such 
breach, and compliance with the covenants and the accuracy of the representations set forth in 
this Agreement shall not be conditions to funding the Commitment. 
 
 6.11. Tax Reporting.  Neither Seller nor Conservator shall take, or shall permit any of their 
respective successors or assigns to take, a position for any tax, accounting or other purpose that 
is inconsistent with Internal Revenue Service Notice 2008-76 (or the regulations to be issued 
pursuant to such Notice) regarding the application of Section 382 of the Internal Revenue Code 
of 1986, as amended, a copy of which Notice has been provided to Seller in connection with the 
execution of this Agreement. 
 
 6.12. Non-Severability.  Each of the provisions of this Agreement is integrated with and inte-
gral to the whole and shall not be severable from the remainder of the Agreement.  In the event 
that any provision of this Agreement, the Senior Preferred Stock or the Warrant is determined to 
be illegal or unenforceable, then Purchaser may, in its sole discretion, by written notice to Con-
servator and Seller, declare this Agreement null and void, whereupon all transfers hereunder (in-
cluding the issuance of the Senior Preferred Stock and the Warrant and any funding of the Com-
mitment) shall be rescinded and unwound and all obligations of the parties (other than to effectu-
ate such rescission and unwind) shall immediately and automatically terminate. 
 
 
 
 
 
 
 
 
 

[Signature Page Follows] 
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EXECUTION VERSION 

 
  

AMENDED AND RESTATED SENIOR PREFERRED STOCK PURCHASE 
AGREEMENT 

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

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

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

 
C.  Purchaser and Seller executed and delivered the Senior Preferred Stock Pur-

chase Agreement dated as of September 7, 2008 (the “Original Agreement”), and the parties 
thereto desire to amend and restate the Original Agreement in its entirety as set forth herein. 
 
  THEREFORE, the parties hereto agree as follows: 
 

Terms and Conditions 
 
1. DEFINITIONS 
 

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

“Affiliate” means, when used with respect to a specified Person (i) any direct or indirect holder 
or group (as defined in Sections 13(d) and 14(d) of the Exchange Act) of holders of 10.0% or 
more of any class of capital stock of such Person and (ii) any current or former director or officer 
of such Person, or any other current or former employee of such Person that currently exercises 
or formerly exercised a material degree of Control over such Person, including without limitation 
each current or former Named Executive Officer of such Person. 
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“Available Amount” means, as of any date of determination, the lesser of (a) the Deficiency 
Amount as of such date and (b) the Maximum Amount as of such date.   
 
“Business Day” means any day other than a Saturday, Sunday or other day on which commercial 
banks are authorized to close under United States federal law and the law of the State of New 
York.  
 
“Capital Lease Obligations” of any Person shall mean the obligations of such Person to pay rent 
or other amounts under any lease of (or other similar arrangement conveying the right to use) 
real or personal property, or a combination thereof, which obligations are required to be classi-
fied and accounted for as capital leases on a balance sheet of such Person under GAAP and, for 
purposes hereof, the amount of such obligations at any time shall be the capitalized amount 
thereof at such time determined in accordance with GAAP.  
 
“Control” shall mean the possession, directly or indirectly, of the power to direct or cause the 
direction of the management or policies of a Person, whether through the ownership of voting 
securities, by contract or otherwise. 
 
“Deficiency Amount” means, as of any date of determination, the amount, if any, by which (a) 
the total liabilities of Seller exceed (b) the total assets of Seller (such assets excluding the Com-
mitment and any unfunded amounts thereof), in each case as reflected on the balance sheet of 
Seller as of the applicable date set forth in this Agreement, prepared in accordance with GAAP; 
provided, however, that:  
 

(i)  for the avoidance of doubt, in measuring the Deficiency Amount liabilities shall ex-
clude any obligation in respect of any capital stock of Seller, including the Senior Pre-
ferred Stock contemplated herein; 
 
(ii)  in the event that Seller becomes subject to receivership or other liquidation process 
or proceeding, “Deficiency Amount” shall mean, as of any date of determination, the 
amount, if any, by which (a) the total allowed claims against the receivership or other ap-
plicable estate (excluding any liabilities of or transferred to any LLRE (as defined in Sec-
tion 5.4(a)) created by a receiver) exceed (b) the total assets of such receivership or other 
estate (excluding the Commitment, any unfunded amounts thereof and any assets of or 
transferred to any LLRE, but including the value of the receiver’s interest in any LLRE);  
 
(iii)  to the extent Conservator or a receiver of Seller, or any statute, rule, regulation or 
court of competent jurisdiction, specifies or determines that a liability of Seller (including 
without limitation a claim against Seller arising from rescission of a purchase or sale of a 
security issued by Seller (or guaranteed by Seller or with respect to which Seller is oth-
erwise liable) or for damages arising from the purchase, sale or retention of such a secu-
rity) shall be subordinated (other than pursuant to a contract providing for such subordi-
nation) to all other liabilities of Seller or shall be treated on par with any class of equity 
of Seller, then such liability shall be excluded in the calculation of Deficiency Amount; 
and 
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(iv)  the Deficiency Amount may be increased above the otherwise applicable amount by 
the mutual written agreement of Purchaser and Seller, each acting in its sole discretion.   

 
“Designated Representative” means Conservator or (a) if Conservator has been superseded by a 
receiver pursuant to Section 1367(a) of the FHE Act, such receiver, or (b) if Seller is not in con-
servatorship or receivership pursuant to Section 1367(a) of the FHE Act, Seller’s chief financial 
officer. 
 
“Director” shall mean the Director of the Agency. 
 
“Effective Date” means the date on which this Agreement shall have been executed and delivered 
by both of the parties hereto. 
 
“Equity Interests” of any Person shall mean any and all shares, interests, rights to purchase or 
otherwise acquire, warrants, options, participations or other equivalents of or interests in (how-
ever designated) equity, ownership or profits of such Person, including any preferred stock, any 
limited or general partnership interest and any limited liability company membership interest, 
and any securities or other rights or interests convertible into or exchangeable for any of the 
foregoing. 
 
“Exchange Act” means the Securities Exchange Act of 1934, as amended, and the rules and regu-
lations of the SEC promulgated thereunder. 
 
“GAAP” means generally accepted accounting principles in effect in the United States as set 
forth in the opinions and pronouncements of the Accounting Principles Board and the American 
Institute of Certified Public Accountants and statements and pronouncements of the Financial 
Accounting Standards Board from time to time.   
 
“Indebtedness” of any Person means, for purposes of Section 5.5 only, without duplication, (a) 
all obligations of such Person for money borrowed by such Person, (b) all obligations of such 
Person evidenced by bonds, debentures, notes or similar instruments, (c) all obligations of such 
Person under conditional sale or other title retention agreements relating to property or assets 
purchased by such Person, (d) all obligations of such Person issued or assumed as the deferred 
purchase price of property or services, other than trade accounts payable, (e) all Capital Lease 
Obligations of such Person, (f) obligations, whether contingent or liquidated, in respect of letters 
of credit (including standby and commercial), bankers’ acceptances and similar instruments and 
(g) any obligation of such Person, contingent or otherwise, guaranteeing or having the economic 
effect of guaranteeing any Indebtedness of the types set forth in clauses (a) through (f) payable 
by another Person other than Mortgage Guarantee Obligations. 
 
“Liquidation End Date” means the date of completion of the liquidation of Seller’s assets. 
 
“Maximum Amount” means, as of any date of determination, $100,000,000,000 (one hundred 
billion dollars), less the aggregate amount of funding under the Commitment prior to such date. 
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“Mortgage Assets” of any Person means assets of such Person consisting of mortgages, mortgage 
loans, mortgage-related securities, participation certificates, mortgage-backed commercial paper, 
obligations of real estate mortgage investment conduits and similar assets, in each case to the ex-
tent such assets would appear on the balance sheet of such Person in accordance with GAAP as 
in effect as of the date hereof (and, for the avoidance of doubt, without giving effect to any 
change that may be made hereafter in respect of Statement of Financial Accounting Standards 
No. 140 or any similar accounting standard). 
 
“Mortgage Guarantee Obligations” means guarantees, standby commitments, credit enhance-
ments and other similar obligations of Seller, in each case in respect of Mortgage Assets. 
 
“Named Executive Officer” has the meaning given to such term in Item 402(a)(3) of Regulation 
S-K under the Exchange Act, as in effect on the date hereof.   
 
“Person” shall mean any individual, corporation, limited liability company, partnership, joint 
venture, association, joint-stock company, trust, estate, unincorporated organization or govern-
ment or any agency or political subdivision thereof, or any other entity whatsoever. 
 
“SEC” means the Securities and Exchange Commission. 
 
“Senior Preferred Stock” means the Variable Liquidation Preference Senior Preferred Stock of 
Seller, substantially in the form of Exhibit A hereto. 
 
“Warrant” means a warrant for the purchase of common stock of Seller representing 79.9% of 
the common stock of Seller on a fully-diluted basis, substantially in the form of Exhibit B hereto. 
 
2. COMMITMENT 
 

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

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

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

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

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

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

3.2. Periodic Commitment Fee.  (a)  Commencing March 31, 2010, Seller shall pay to Pur-
chaser quarterly, on the last day of March, June, September and December of each calendar year 
(each a “Periodic Fee Date”), a periodic commitment fee (the “Periodic Commitment Fee”).  The 
Periodic Commitment Fee shall accrue from January 1, 2010.     
 
  (b)  The Periodic Commitment Fee is intended to fully compensate Purchaser for the sup-
port provided by the ongoing Commitment following December 31, 2009.  The amount of the 
Periodic Commitment Fee shall be set not later than December 31, 2009 with respect to the ensu-
ing five-year period, shall be reset every five years thereafter and shall be determined with refer-
ence to the market value of the Commitment as then in effect.  The amount of the Periodic 
Commitment Fee shall be mutually agreed by Purchaser and Seller, subject to their reasonable 
discretion and in consultation with the Chairman of the Federal Reserve; provided, that Pur-
chaser may waive the Periodic Commitment Fee for up to one year at a time, in its sole discre-
tion, based on adverse conditions in the United States mortgage market.   
 
 (c)  At the election of Seller, the Periodic Commitment Fee may be paid in cash or by 
adding the amount thereof ratably to the liquidation preference of each outstanding share of Sen-
ior Preferred Stock so that the aggregate liquidation preference of all such outstanding shares of 
Senior Preferred Stock is increased by an amount equal to the Periodic Commitment Fee.  Seller 
shall deliver notice of such election not later than three (3) Business Days prior to each Periodic 
Fee Date.  If the Periodic Commitment Fee is not paid in cash by 12:00 pm (New York time) on 
the applicable Periodic Fee Date (irrespective of Seller’s election pursuant to this subsection), 
Seller shall be deemed to have elected to pay the Periodic Commitment Fee by adding the 
amount thereof to the liquidation preference of the Senior Preferred Stock, and the aggregate liq-
uidation preference of the outstanding shares of Senior Preferred Stock shall thereupon be auto-
matically increased, in the manner contemplated by the first sentence of this section, by an ag-
gregate amount equal to the Periodic Commitment Fee then due.   
 

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

3.4. Notation of Increase in Liquidation Preference.  Seller shall duly mark its records to re-
flect each increase in the liquidation preference of the Senior Preferred Stock contemplated 
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herein (but, for the avoidance of doubt, such increase shall be effective regardless of whether 
Seller has properly marked its records). 
 
4. REPRESENTATIONS 
 
 Seller represents and warrants as of the Effective Date, and shall be deemed to have rep-
resented and warranted as of the date of each request for and funding of an advance under the 
Commitment pursuant to Article 2, as follows: 
 

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

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

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

4.4. Valid Issuance.  When issued in accordance with the terms of this Agreement, the Senior 
Preferred Stock and the Warrant will be duly authorized, validly issued, fully paid and non-
assessable, free and clear of all liens and preemptive rights.  The shares of common stock to 
which the holder of the Warrant is entitled have been duly and validly reserved for issuance.  
When issued and delivered in accordance with the terms of this Agreement and the Warrant, 
such shares will be duly authorized, validly issued, fully paid and nonassessable, free and clear 
of all liens and preemptive rights. 
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4.5. Non-Contravention.  
 
 (a)  The execution, delivery or performance by Seller of this Agreement and the con-
summation by Seller of the transactions contemplated hereby do not and will not (i) conflict with 
or violate any provision of the Organizational Documents of Seller; (ii) conflict with or violate 
any law, decree or regulation applicable to Seller or by which any property or asset of Seller is 
bound or affected, or (iii) result in any breach of, or constitute a default (with or without notice 
or lapse of time, or both) under, or give to others any right of termination, amendment, accelera-
tion or cancellation of, or result in the creation of a lien upon any of the properties or assets of 
Seller, pursuant to any note, bond, mortgage, indenture or credit agreement, or any other con-
tract, agreement, lease, license, permit, franchise or other instrument or obligation to which 
Seller is a party or by which Seller is bound or affected, other than, in the case of clause (iii), any 
such breach, default, termination, amendment, acceleration, cancellation or lien that would not 
have and would not reasonably be expected to have, individually or in the aggregate, a material 
adverse effect on the business, property, operations or condition of the Seller, the authority of the 
Conservator or the validity or enforceability of this Agreement (a “Material Adverse Effect”). 
 
 (b)  The execution and delivery of this Agreement by Seller does not, and the consumma-
tion by Seller of the transactions contemplated by this Agreement will not, require any consent, 
approval, authorization, waiver or permit of, or filing with or notification to, any governmental 
authority or any other person, except for such as have already been obtained. 
 
5. COVENANTS 
 
 From the Effective Date until such time as the Senior Preferred Stock shall have been re-
paid or redeemed in full in accordance with its terms:  
 

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

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

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

5.4. Transfer of Assets.  Seller shall not, and shall not permit any of its subsidiaries to, in 
each case without the prior written consent of Purchaser, sell, transfer, lease or otherwise dispose 
of (in one transaction or a series of related transactions) all or any portion of its assets (including 
Equity Interests in other persons, including subsidiaries), whether now owned or hereafter ac-
quired (any such sale, transfer, lease or disposition, a “Disposition”), other than Dispositions for 
fair market value: 
 
 (a)  to a limited life regulated entity (“LLRE”) pursuant to Section 1367(i) of the FHE 
Act; 
 
 (b)  of assets and properties in the ordinary course of business, consistent with past prac-
tice; 
 
 (c)  in connection with a liquidation of Seller by a receiver appointed pursuant to Section 
1367(a) of the FHE Act;  
  
 (d)  of cash or cash equivalents for cash or cash equivalents; or 
 
 (e)  to the extent necessary to comply with the covenant set forth in Section 5.7 below. 
 

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

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

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

5.9. Reporting.  Seller shall provide to Purchaser:  
 

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

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

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

 (d)  concurrently with any delivery of financial statements under paragraphs (a) or (b) 
above, a certificate of the Designated Representative, (i) certifying that Seller is (and since the 
last such certificate has at all times been) in compliance with each of the covenants contained 
herein and that no representation made by Seller herein or in any document delivered pursuant 
hereto or in connection herewith was false or misleading in any material respect when made, or, 
if the foregoing is not true, specifying the nature and extent of the breach of covenant and/or rep-
resentation and any corrective action taken or proposed to be taken with respect thereto, and 
(ii) setting forth computations in reasonable detail and satisfactory to the Purchaser of the Defi-
ciency Amount, if any; 
 
 (e)  promptly, from time to time, such other information regarding the operations, busi-
ness affairs, plans, projections and financial condition of Seller, or compliance with the terms of 
this Agreement, as Purchaser may reasonably request; and 
 
 (f)  as promptly as reasonably practicable, written notice of the following: 
 

(i)  the occurrence of the Liquidation End Date; 

(ii)  the filing or commencement of, or any written threat or notice of intention of 
any Person to file or commence, any action, suit or proceeding, whether at law or in eq-
uity or by or before any governmental authority or in arbitration, against Conservator, 
Seller or any other Person which, if adversely determined, would reasonably be expected 
to have a Material Adverse Effect; 
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  (iii)  any other development that is not a matter of general public knowledge and 
that has had, or would reasonably be expected to have, a Material Adverse Effect. 

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

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

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

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

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

6.5. Notices.  Any notices delivered pursuant to or in connection with this Agreement shall 
be delivered to the applicable parties at the addresses set forth below: 
 
  If to Seller: 
 
  Federal Home Loan Mortgage Corporation 

c/o Federal Housing Finance Authority 
1700 G Street, NW 
4th Floor 
Washington, DC 20552 
Attention:  General Counsel 

 
  If to Purchaser: 
 

United States Department of the Treasury 
1500 Pennsylvania Avenue, NW 
Washington DC   20220 
Attention:  Under Secretary for Domestic Finance 
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with a copy to: 
 
United States Department of the Treasury 
1500 Pennsylvania Avenue, NW 
Washington DC   20220 
Attention:  General Counsel 

 
  If to Conservator:   
 

Federal Housing Finance Authority 
1700 G Street, NW 
4th Floor 
Washington, DC 20552 
Attention:  General Counsel 

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

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

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

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

6.9. Entire Agreement.  This Agreement, together with the Senior Preferred Stock and War-
rant, contains the entire agreement between the parties hereto with respect to the transactions 
contemplated hereby and supersedes and cancels all prior agreements, including, but not limited 
to, all proposals, term sheets, statements, letters of intent or representations, written or oral, with 
respect thereto. 
 
 6.10. Remedies.  In the event of a breach by Seller of any covenant or representation of Seller 
set forth herein, Purchaser shall be entitled to specific performance (in the case of a breach of 
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covenant), damages and such other remedies as may be available at law or in equity; provided, 
that Purchaser shall not have the right to terminate the Commitment solely as a result of any such 
breach, and compliance with the covenants and the accuracy of the representations set forth in 
this Agreement shall not be conditions to funding the Commitment. 
 
 6.11. Tax Reporting.  Neither Seller nor Conservator shall take, or shall permit any of their 
respective successors or assigns to take, a position for any tax, accounting or other purpose that 
is inconsistent with Internal Revenue Service Notice 2008-76 (or the regulations to be issued 
pursuant to such Notice) regarding the application of Section 382 of the Internal Revenue Code 
of 1986, as amended, a copy of which Notice has been provided to Seller in connection with the 
execution of this Agreement. 
 
 6.12. Non-Severability.  Each of the provisions of this Agreement is integrated with and inte-
gral to the whole and shall not be severable from the remainder of the Agreement.  In the event 
that any provision of this Agreement, the Senior Preferred Stock or the Warrant is determined to 
be illegal or unenforceable, then Purchaser may, in its sole discretion, by written notice to Con-
servator and Seller, declare this Agreement null and void, whereupon all transfers hereunder (in-
cluding the issuance of the Senior Preferred Stock and the Warrant and any funding of the Com-
mitment) shall be rescinded and unwound and all obligations of the parties (other than to effectu-
ate such rescission and unwind) shall immediately and automatically terminate. 
 
 
 
 
 
 
 
 
 

[Signature Page Follows] 
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Appendix A

FREDDIE MAC

CERTIFICATE OF CREATION, DESIGNATION, POWERS,

PREFERENCES, RIGHTS, PRIVILEGES, QUALIFICATIONS,

LIMITATIONS, RESTRICTIONS, TERMS AND CONDITIONS

of

FIXED-TO-FLOATING RATE NON-CUMULATIVE PERPETUAL PREFERRED STOCK

(Par Value $1.00 Per Share)

I, KEVIN I. MACKENZIE, Assistant Secretary of the Federal Home Loan Mortgage

Corporation, a government-sponsored enterprise of the United States of America (""Freddie Mac''

or the ""Corporation''), do hereby certify that, pursuant to authority vested in the Board of Directors

of Freddie Mac by Section 306(f) of the Federal Home Loan Mortgage Corporation Act, as

amended (12 U.S.C. Û1455(f)), the Board of Directors adopted Resolution FHLMC 2007-27 on

November 26, 2007, which resolution is now, and at all times since such date has been, in full force

and eÅect, and that the Chairman and Chief Executive OÇcer, pursuant to the authority delegated

to him by such resolution, approved the Ñnal terms of the public issuance and sale of the preferred

stock of Freddie Mac designated above.

The Fixed-to-Floating Rate Non-Cumulative Preferred Stock shall have the following designa-

tion, powers, preferences, rights, privileges, qualiÑcations, limitations, restrictions, terms and

conditions:

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

The class of preferred stock of Freddie Mac created hereby (the ""Non-Cumulative Preferred

Stock'') shall be designated ""Fixed-to-Floating Rate Non-Cumulative Perpetual Preferred Stock,''

shall have a par value of $1.00 per share and shall consist of 240,000,000 shares. The Board of

Directors shall be permitted to increase the authorized number of such shares at any time. The

Non-Cumulative Preferred Stock shall rank prior to the Voting Common Stock of Freddie Mac

(the ""Common Stock'') to the extent provided in this CertiÑcate and shall rank, as to both

dividends and distributions upon liquidation, on a parity with (a) the 6.55% Non-Cumulative

Preferred Stock issued on September 28, 2007, (b) the 6.02% Non-Cumulative Preferred Stock

issued on July 24, 2007, (c) the 5.66% Non-Cumulative Preferred Stock issued on April 16, 2007,

(d) the 5.57% Non-Cumulative Preferred Stock issued on January 16, 2007, (e) the 5.9% Non-

Cumulative Preferred Stock issued on October 16, 2006, (f) the 6.42% Non-Cumulative Preferred

Stock issued on July 17, 2006, (g) the Variable Rate, Non-Cumulative Preferred Stock issued on

July 17, 2006, (h) the 5.81% Non-Cumulative Preferred Stock issued on January 29, 2002, (i) the

5.7% Non-Cumulative Preferred Stock issued on October 30, 2001, (j) the 6% Non-Cumulative

Preferred Stock issued on May 30, 2001, (k) the Variable Rate, Non-Cumulative Preferred Stock

issued on May 30, 2001 and June 1, 2001, (l) the 5.81% Non-Cumulative Preferred Stock issued on

March 23, 2001, (m) the Variable Rate, Non-Cumulative Preferred Stock issued on March 23,

2001, (n) the Variable Rate, Non-Cumulative Preferred Stock issued on January 26, 2001, (o) the

Variable Rate, Non-Cumulative Preferred Stock issued on November 5, 1999, (p) the 5.79% Non-

Cumulative Preferred Stock issued on July 21, 1999, (q) the 5.1% Non-Cumulative Preferred Stock
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issued on March 19, 1999, (r) the 5.3% Non-Cumulative Preferred Stock issued on October 28,

1998, (s) the 5.1% Non-Cumulative Preferred Stock issued on September 23, 1998, (t) the

Variable Rate, Non-Cumulative Preferred Stock issued on September 23, 1998 and September 29,

1998, (u) the 5% Non-Cumulative Preferred Stock issued on March 23, 1998, (v) the 5.81% Non-

Cumulative Preferred Stock issued on October 27, 1997, and (w) the Variable Rate, Non-

Cumulative Preferred Stock issued on April 26, 1996 (collectively, the ""Existing Preferred Stock'').

2. Dividends

(a) For each Dividend Period from December 4, 2007 through December 31, 2012, holders of

outstanding shares of Non-Cumulative Preferred Stock shall be entitled to receive, ratably, when, as

and if declared by the Board of Directors, in its sole discretion, out of funds legally available

therefor, non-cumulative cash dividends at the annual rate of 8.375%, or $2.09375, per share of

Non-Cumulative Preferred Stock. Dividends on the Non-Cumulative Preferred Stock shall accrue

from but not including December 4, 2007 and will be payable when, as and if declared by the Board

of Directors quarterly on March 31, June 30, September 30 and December 31 of each year (each, a

""Dividend Payment Date''), commencing on March 31, 2008. If a Dividend Payment Date is not a

""Business Day,'' the related dividend will be paid not later than the next Business Day with the same

force and eÅect as though paid on the Dividend Payment Date, without any increase to account for

the period from such Dividend Payment Date through the date of actual payment. ""Business Day''

means a day other than (i) a Saturday or Sunday, (ii) a day on which New York City banks are

closed, or (iii) a day on which the oÇces of Freddie Mac are closed.

If declared, the initial dividend, which will be for the period from but not including

December 4, 2007 through and including March 31, 2008, will be $0.67465 per share. Thereafter,

through December 31, 2012, dividends will accrue from Dividend Period to Dividend Period at a

rate equal to 8.375% divided by four; the amount of dividends payable in respect of any shorter

period shall be computed on the basis of twelve 30-day months and a 360-day year. Except for the

initial Dividend Payment Date, the ""Dividend Period'' relating to a Dividend Payment Date will be

the period from but not including the preceding Dividend Payment Date through and including the

related Dividend Payment Date.

(b) For the Dividend Period beginning on January 1, 2013 and for each Dividend Period

thereafter, dividends will accrue from Dividend Period to Dividend Period at a variable per annum

rate equal to the higher of (x) the sum of 3-Month LIBOR (as deÑned in clause (b) below) and

4.16% and (y) 7.875% per annum, with the resulting dividend per share being rounded to the nearest

cent (with one-half cent being rounded up). Freddie Mac will calculate the dividend rate for each

Dividend Period on and after January 1, 2013 based on 3-Month LIBOR determined as of two

London Business Days (deÑned as any day, other than a Saturday or Sunday, on which banks are

open for business in London) prior to the Ñrst day of such Dividend Period (each, a ""LIBOR

Determination Date''). The amount of each dividend payable for any Dividend Period beginning on

or after January 1, 2013 shall be computed on the basis of the actual number of days elapsed during

such period and a 360-day year.

(c) Each such dividend shall be paid to the holders of record of outstanding shares of the Non-

Cumulative Preferred Stock as they appear in the books and records of Freddie Mac on such record

date as shall be Ñxed in advance by the Board of Directors, not to be earlier than 45 days nor later

than 10 days preceding the applicable Dividend Payment Date. No dividends shall be declared or
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paid or set apart for payment on the Common Stock or any other class or series of stock ranking

junior to or (except as hereinafter provided) on a parity with the Non-Cumulative Preferred Stock

with respect to the payment of dividends unless dividends have been declared and paid or set apart

(or ordered by the Board of Directors to be set apart) for payment on the outstanding Non-

Cumulative Preferred Stock in respect of the then-current Dividend Period; provided, however, that

the foregoing dividend preference shall not be cumulative and shall not in any way create any claim

or right in favor of the holders of Non-Cumulative Preferred Stock in the event that Freddie Mac

shall not have declared or paid or set apart (or the Board of Directors shall not have ordered to be

set apart) dividends on the Non-Cumulative Preferred Stock in respect of any prior Dividend

Period. In the event that Freddie Mac shall not pay any one or more dividends or any part thereof on

the Non-Cumulative Preferred Stock, the holders of the Non-Cumulative Preferred Stock shall not

have any claim in respect of such non-payment so long as no dividend is paid on any junior or parity

stock in violation of the preceding sentence.

(d) ""3-Month LIBOR'' means, with respect to any Dividend Period beginning on or after

January 1, 2013 (in the following order of priority):

(i) the rate (expressed as a percentage per annum) for Eurodollar deposits having a three-

month maturity that appears on Reuters Screen LIBOR01 as of 11:00 a.m. (London time) on

the related LIBOR Determination Date. ""Reuters Screen LIBOR01'' means the display

designated as ""Reuters Screen LIBOR01 Page'' or such other page as may replace Reuters

Screen LIBOR01 Page on that service or such other service or services as may be nominated by

the British Bankers' Association as the information vendor for the purpose of displaying

London interbank oÅered rates for Eurodollar deposits. If at least two rates appear on the

Reuters Screen LIBOR01, the rate on the LIBOR Determination Date will be the arithmetic

mean of such rates;

(ii) if such rate does not appear on Reuters Screen LIBOR01 as of 11:00 a.m. (London

time) on the related LIBOR Determination Date, Freddie Mac shall request the principal

London oÇces of four leading banks in the London interbank market to provide such banks'

oÅered quotations (expressed as percentages per annum) to prime banks in the London

interbank market for Eurodollar deposits having a three-month maturity as of 11:00 a.m.

(London time) on such LIBOR Determination Date. If at least two quotations are provided,

3-Month LIBOR shall be the arithmetic mean (if necessary rounded upwards to the nearest

whole multiple of 1/128 of 1%) of such quotations;

(iii) if fewer than two such quotations are provided as requested in clause (ii) above,

Freddie Mac shall request four major New York City banks to provide such banks' oÅered

quotations (expressed as percentages per annum) to leading European banks for loans in

Eurodollars as of 11:00 a.m. (New York time) on such LIBOR Determination Date. If at least

two such quotations are provided, 3-Month LIBOR will be the arithmetic mean (if necessary

rounded upwards to the nearest whole multiple of 1/128 of 1%) of such quotations; and

(iv) if fewer than two such quotations are provided as requested in clause (iii) above,

3-Month LIBOR shall be the 3-Month LIBOR determined with respect to the Dividend

Period immediately preceding such current Dividend Period. If the applicable Dividend Period

for which fewer than two such quotations are provided is the Dividend Period beginning on

January 1, 2013, then 3-Month LIBOR will be the rate for Eurodollar deposits having a three-
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month maturity that appeared, as of 11:00 a.m. (London time) on the most recent London

Business Day preceding the LIBOR Determination Date for which the rate was displayed on

Reuters Screen LIBOR01.

If the rate for Eurodollar deposits having a three-month maturity that initially appears on

Reuters Screen LIBOR01 as of 11:00 a.m. (London time) on the related LIBOR Determination

Date is superseded on Reuters Screen LIBOR01, by a corrected rate before 12:00 noon (London

time) on such LIBOR Determination Date, such corrected rate as so substituted on the applicable

page shall be the applicable 3-Month LIBOR for such LIBOR Determination Date. Freddie Mac

shall act as calculation agent for the determination of 3-Month LIBOR and the dividend rate. In the

absence of clear error, Freddie Mac's determination of 3-Month LIBOR and the dividend rate for

the applicable Dividend Period will be Ñnal and binding.

(e) Notwithstanding any other provision of this CertiÑcate, the Board of Directors, in its

discretion, may choose to pay dividends on the Non-Cumulative Preferred Stock without the

payment of any dividends on the Common Stock or any other class or series of stock from time to

time outstanding ranking junior to the Non-Cumulative Preferred Stock with respect to the

payment of dividends.

(f) No dividend shall be declared or paid or set apart for payment on any shares of the

Non-Cumulative Preferred Stock if at the same time any arrears or default exists in the payment of

dividends on any outstanding class or series of stock of Freddie Mac ranking prior to or (except as

provided herein) on a parity with the Non-Cumulative Preferred Stock with respect to the payment

of dividends. If and whenever dividends, having been declared, shall not have been paid in full, as

aforesaid, on shares of the Non-Cumulative Preferred Stock and on the shares of any other class or

series of stock of Freddie Mac ranking on a parity with the Non-Cumulative Preferred Stock with

respect to the payment of dividends, all such dividends that have been declared on shares of the

Non-Cumulative Preferred Stock and on the shares of any such other class or series shall be paid

pro rata, so that the respective amounts of dividends paid per share on the Non-Cumulative

Preferred Stock and on such other class or series shall in all cases bear to each other the same ratio

that the respective amounts of dividends declared but unpaid per share on the shares of the

Non-Cumulative Preferred Stock and on the shares of such other class or series bear to each other.

(g) Holders of shares of the Non-Cumulative Preferred Stock shall not be entitled to any

dividends, in cash or in property, other than as herein provided and shall not be entitled to interest,

or any sum in lieu of interest, on or in respect of any dividend payment.

3. Optional Redemption

(a) The Non-Cumulative Preferred Stock may not be redeemed prior to December 31, 2012.

Subject to the notice provisions set forth in Section 3(b) below and to any further limitations which

may be imposed by law, Freddie Mac may redeem the Non-Cumulative Preferred Stock, in whole

or in part, on December 31, 2012 and on each Ñfth anniversary thereafter, out of funds legally

available therefor, at the redemption price of $25.00 per share plus an amount, determined in

accordance with Section 2(a) above, equal to the amount of the dividend, if any, otherwise payable

for the Dividend Period that ends on the date of redemption, accrued through and including the date

of such redemption, whether or not declared. If less than all of the outstanding shares of the

Non-Cumulative Preferred Stock are to be redeemed, Freddie Mac shall select shares to be

redeemed from the outstanding shares not previously called for redemption by lot or pro rata (as
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nearly as possible) or by any other method which Freddie Mac in its sole discretion deems

equitable. If Freddie Mac redeems the Non-Cumulative Preferred Stock, the dividend that would

otherwise be payable for the Dividend Period ending on the date of redemption will be included in

the redemption price of the shares redeemed and will not be separately payable.

(b) In the event Freddie Mac shall redeem any or all of the Non-Cumulative Preferred Stock

as aforesaid, notice of such redemption shall be given by Freddie Mac by Ñrst class mail, postage

prepaid, mailed neither less than 30 nor more than 60 days prior to the redemption date, to each

holder of record of the shares of the Non-Cumulative Preferred Stock being redeemed, at such

holder's address as the same appears in the books and records of Freddie Mac. Each such notice

shall state the number of shares being redeemed, the redemption price, the redemption date and the

place at which such holder's certiÑcate(s) representing shares of the Non-Cumulative Preferred

Stock must be presented for cancellation or exchange, as the case may be, upon such redemption.

Failure to give notice, or any defect in the notice, to any holder of the Non-Cumulative Preferred

Stock shall not aÅect the validity of the proceedings for the redemption of shares of any other holder

of the Non-Cumulative Preferred Stock being redeemed.

(c) Notice having been mailed as aforesaid, from and after the redemption date speciÑed

therein and upon payment of the consideration set forth in Section 3(a) above, said shares of the

Non-Cumulative Preferred Stock shall no longer be deemed to be outstanding, and all rights of the

holders thereof as holders of the Non-Cumulative Preferred Stock shall cease, with respect to shares

so redeemed, other than the right to receive the redemption price for such redeemed shares.

(d) Any shares of the Non-Cumulative Preferred Stock which shall have been redeemed shall,

after such redemption, no longer have the status of authorized, issued or outstanding shares.

4. No Voting Rights

Except as set forth in Section 9(h) below, the shares of the Non-Cumulative Preferred Stock

shall not have any voting powers, either general or special.

5. No Conversion or Exchange Rights

The holders of shares of the Non-Cumulative Preferred Stock shall not have any right to

convert such shares into or exchange such shares for any other class or series of stock or obligations

of Freddie Mac.

6. No Preemptive Rights

No holder of the Non-Cumulative Preferred Stock shall as such holder have any preemptive

right to purchase or subscribe for any other shares, rights, options or other securities of any class of

Freddie Mac which at any time may be sold or oÅered for sale by Freddie Mac.

7. Liquidation Rights and Preference

(a) Except as otherwise set forth herein, upon the voluntary or involuntary dissolution,

liquidation or winding up of Freddie Mac, after payment of or provision for the liabilities of Freddie

Mac and the expenses of such dissolution, liquidation or winding up, the holders of the outstanding

shares of the Non-Cumulative Preferred Stock shall be entitled to receive out of the assets of

Freddie Mac available for distribution to stockholders, before any payment or distribution shall be
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made on the Common Stock or any other class or series of stock of Freddie Mac ranking junior to

the Non-Cumulative Preferred Stock upon liquidation, the amount of $25.00 per share plus an

amount, determined in accordance with Section 2(a) above, equal to the dividend, if any, otherwise

payable for the then-current Dividend Period accrued through and including the date of payment in

respect of such dissolution, liquidation or winding up, and the holders of the outstanding shares of

any class or series of stock of Freddie Mac ranking on a parity with the Non-Cumulative Preferred

Stock upon liquidation shall be entitled to receive out of the assets of Freddie Mac available for

distribution to stockholders, before any such payment or distribution shall be made on the Common

Stock or any other class or series of stock of Freddie Mac ranking junior to the Non-Cumulative

Preferred Stock and to such parity stock upon liquidation, any corresponding preferential amount to

which the holders of such parity stock may, by the terms thereof, be entitled; provided, however,

that if the assets of Freddie Mac available for distribution to stockholders shall be insuÇcient for the

payment of the amount which the holders of the outstanding shares of the Non-Cumulative

Preferred Stock and the holders of the outstanding shares of such parity stock shall be entitled to

receive upon such dissolution, liquidation or winding up of Freddie Mac as aforesaid, then, subject

to paragraph (b) of this Section 7, all of the assets of Freddie Mac available for distribution to

stockholders shall be distributed to the holders of outstanding shares of the Non-Cumulative

Preferred Stock and to the holders of outstanding shares of such parity stock pro rata, so that the

amounts so distributed to holders of the Non-Cumulative Preferred Stock and to holders of such

classes or series of such parity stock, respectively, shall bear to each other the same ratio that the

respective distributive amounts to which they are so entitled bear to each other. After the payment

of the aforesaid amounts to which they are entitled, the holders of outstanding shares of the

Non-Cumulative Preferred Stock and the holders of outstanding shares of any such parity stock

shall not be entitled to any further participation in any distribution of assets of Freddie Mac.

(b) Notwithstanding the foregoing, upon the dissolution, liquidation or winding up of Freddie

Mac, the holders of shares of the Non-Cumulative Preferred Stock then outstanding shall not be

entitled to be paid any amounts to which such holders are entitled pursuant to paragraph (a) of this

Section 7 unless and until the holders of any classes or series of stock of Freddie Mac ranking prior

upon liquidation to the Non-Cumulative Preferred Stock shall have been paid all amounts to which

such classes or series are entitled pursuant to their respective terms.

(c) Neither the sale of all or substantially all of the property or business of Freddie Mac, nor

the merger, consolidation or combination of Freddie Mac into or with any other corporation or

entity, shall be deemed to be a dissolution, liquidation or winding up for the purpose of this

Section 7.

8. Additional Classes or Series of Stock

The Board of Directors shall have the right at any time in the future to authorize, create and

issue, by resolution or resolutions, one or more additional classes or series of stock of Freddie Mac,

and to determine and Ñx the distinguishing characteristics and the relative rights, preferences,

privileges and other terms of the shares thereof. Any such class or series of stock may rank prior to

or on a parity with or junior to the Non-Cumulative Preferred Stock as to dividends or upon

liquidation or otherwise.
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9. Miscellaneous

(a) Any stock of any class or series of Freddie Mac shall be deemed to rank:

(i) prior to the shares of the Non-Cumulative Preferred Stock, either as to dividends or

distributions upon liquidation, if the holders of such class or series shall be entitled to the

receipt of dividends or of amounts distributable upon dissolution, liquidation or winding up of

Freddie Mac, as the case may be, in preference or priority to the holders of shares of the

Non-Cumulative Preferred Stock;

(ii) on a parity with shares of the Non-Cumulative Preferred Stock, either as to dividends

or distributions upon liquidation, whether or not the dividend rates or amounts, dividend

payment dates or redemption or liquidation prices per share, if any, be diÅerent from those of

the Non-Cumulative Preferred Stock, if the holders of such class or series shall be entitled to

the receipt of dividends or of amounts distributable upon dissolution, liquidation or winding up

of Freddie Mac, as the case may be, in proportion to their respective dividend rates or amounts

or liquidation prices, without preference or priority, one over the other, as between the holders

of such class or series and the holders of shares of the Non-Cumulative Preferred Stock; and

(iii) junior to shares of the Non-Cumulative Preferred Stock, either as to dividends or

distributions upon liquidation, if such class or series shall be Common Stock, or if the holders

of shares of the Non-Cumulative Preferred Stock shall be entitled to receipt of dividends or of

amounts distributable upon dissolution, liquidation or winding up of Freddie Mac, as the case

may be, in preference or priority to the holders of shares of such class or series.

(b) Freddie Mac and any agent of Freddie Mac may deem and treat the holder of a share or

shares of Non-Cumulative Preferred Stock, as shown in Freddie Mac's books and records, as the

absolute owner of such share or shares of Non-Cumulative Preferred Stock for the purpose of

receiving payment of dividends in respect of such share or shares of Non-Cumulative Preferred

Stock and for all other purposes whatsoever, and neither Freddie Mac nor any agent of Freddie Mac

shall be aÅected by any notice to the contrary. All payments made to or upon the order of any such

person shall be valid and, to the extent of the sum or sums so paid, eÅectual to satisfy and discharge

liabilities for moneys payable by Freddie Mac on or with respect to any such share or shares of

Non-Cumulative Preferred Stock.

(c) The shares of the Non-Cumulative Preferred Stock, when duly issued, shall be fully paid

and non-assessable.

(d) The Non-Cumulative Preferred Stock shall be issued, and shall be transferable on the

books of Freddie Mac, only in whole shares, it being intended that no fractional interests in shares of

Non-Cumulative Preferred Stock shall be created or recognized by Freddie Mac.

(e) For purposes of this CertiÑcate, the term ""Freddie Mac'' means the Federal Home Loan

Mortgage Corporation and any successor thereto by operation of law or by reason of a merger,

consolidation or combination.

(f) This CertiÑcate and the respective rights and obligations of Freddie Mac and the holders of

the Non-Cumulative Preferred Stock with respect to such Non-Cumulative Preferred Stock shall be

construed in accordance with and governed by the laws of the United States, provided that the law

of the Commonwealth of Virginia shall serve as the federal rule of decision in all instances except
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where such law is inconsistent with Freddie Mac's enabling legislation, its public purposes or any

provision of this CertiÑcate.

(g) Any notice, demand or other communication which by any provision of this CertiÑcate is

required or permitted to be given or served to or upon Freddie Mac shall be given or served in

writing addressed (unless and until another address shall be published by Freddie Mac) to Freddie

Mac, 8200 Jones Branch Drive, McLean, Virginia 22102, Attn: Vice President and Deputy General

Counsel Ì Securities. Such notice, demand or other communication to or upon Freddie Mac shall

be deemed to have been suÇciently given or made only upon actual receipt of a writing by Freddie

Mac. Any notice, demand or other communication which by any provision of this CertiÑcate is

required or permitted to be given or served by Freddie Mac hereunder may be given or served by

being deposited Ñrst class, postage prepaid, in the United States mail addressed (i) to the holder as

such holder's name and address may appear at such time in the books and records of Freddie Mac or

(ii) if to a person or entity other than a holder of record of the Non-Cumulative Preferred Stock, to

such person or entity at such address as appears to Freddie Mac to be appropriate at such time.

Such notice, demand or other communication shall be deemed to have been suÇciently given or

made, for all purposes, upon mailing.

(h) Freddie Mac, by or under the authority of the Board of Directors, may amend, alter,

supplement or repeal any provision of this CertiÑcate pursuant to the following terms and conditions:

(i) Without the consent of the holders of the Non-Cumulative Preferred Stock, Freddie

Mac may amend, alter, supplement or repeal any provision of this CertiÑcate to cure any

ambiguity, to correct or supplement any provision herein which may be defective or inconsis-

tent with any other provision herein, or to make any other provisions with respect to matters or

questions arising under this CertiÑcate, provided that such action shall not materially and

adversely aÅect the interests of the holders of the Non-Cumulative Preferred Stock.

(ii) The consent of the holders of at least 66 2/3% of all of the shares of the Non-

Cumulative Preferred Stock at the time outstanding, given in person or by proxy, either in

writing or by a vote at a meeting called for the purpose at which the holders of shares of the

Non-Cumulative Preferred Stock shall vote together as a class, shall be necessary for

authorizing, eÅecting or validating the amendment, alteration, supplementation or repeal of the

provisions of this CertiÑcate if such amendment, alteration, supplementation or repeal would

materially and adversely aÅect the powers, preferences, rights, privileges, qualiÑcations,

limitations, restrictions, terms or conditions of the Non-Cumulative Preferred Stock. The

creation and issuance of any other class or series of stock, or the issuance of additional shares of

any existing class or series of stock of Freddie Mac (including the Non-Cumulative Preferred

Stock), whether ranking prior to, on a parity with or junior to the Non-Cumulative Preferred

Stock, shall not be deemed to constitute such an amendment, alteration, supplementation or

repeal.

(iii) Holders of the Non-Cumulative Preferred Stock shall be entitled to one vote per

share on matters on which their consent is required pursuant to subparagraph (ii) of this

paragraph (h). In connection with any meeting of such holders, the Board of Directors shall Ñx

a record date, neither earlier than 60 days nor later than 10 days prior to the date of such

meeting, and holders of record of shares of the Non-Cumulative Preferred Stock on such

record date shall be entitled to notice of and to vote at any such meeting and any adjournment.
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The Board of Directors, or such person or persons as it may designate, may establish reasonable

rules and procedures as to the solicitation of the consent of holders of the Non-Cumulative

Preferred Stock at any such meeting or otherwise, which rules and procedures shall conform to

the requirements of any national securities exchange on which the Non-Cumulative Preferred

Stock may be listed at such time.

(i) RECEIPT AND ACCEPTANCE OF A SHARE OR SHARES OF THE NON-CUMU-

LATIVE PREFERRED STOCK BY OR ON BEHALF OF A HOLDER SHALL CONSTITUTE

THE UNCONDITIONAL ACCEPTANCE BY THE HOLDER (AND ALL OTHERS HAVING

BENEFICIAL OWNERSHIP OF SUCH SHARE OR SHARES) OF ALL OF THE TERMS

AND PROVISIONS OF THIS CERTIFICATE. NO SIGNATURE OR OTHER FURTHER

MANIFESTATION OF ASSENT TO THE TERMS AND PROVISIONS OF THIS CERTIFI-

CATE SHALL BE NECESSARY FOR ITS OPERATION OR EFFECT AS BETWEEN

FREDDIE MAC AND THE HOLDER (AND ALL SUCH OTHERS).

IN WITNESS WHEREOF, I have hereunto set my hand and the seal of Freddie Mac this

4th day of December, 2007.

®Seal©

Kevin I. MacKenzie, Assistant Secretary
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APPENDIX B

CERTIFICATE OF DESIGNATION OF TERMS OF
4.75% NON-CUMULATIVE PREFERRED STOCK, SERIES M

1. Designation, Par Value and Number of Shares.

The designation of the series of preferred stock of the Federal National Mortgage Association (""Fannie
Mae'') created by this resolution shall be ""4.75% Non-Cumulative Preferred Stock, Series M'' (the
""Series M Preferred Stock''), and the number of shares initially constituting the Series M Preferred Stock is
8,000,000*. Shares of Series M Preferred Stock will have no par value and a stated value and liquidation
preference of $50 per share. The Board of Directors of Fannie Mae, or a duly authorized committee thereof, in
its sole discretion, may reduce the number of shares of Series M Preferred Stock, provided such reduction is
not below the number of shares of Series M Preferred Stock then outstanding.

2. Dividends.

(a) Holders of record of Series M Preferred Stock (each individually a ""Holder'', or collectively the
""Holders'') will be entitled to receive, when, as and if declared by the Board of Directors of Fannie Mae, or a
duly authorized committee thereof, in its sole discretion out of funds legally available therefor, non-cumulative
quarterly cash dividends which will accrue from and including June 10, 2003 and will be payable on March 31,
June 30, September 30 and December 31 of each year (each, a ""Dividend Payment Date''), commencing
September 30, 2003 at the annual rate of $2.375 per share or 4.75% of the stated value and liquidation
preference of $50 per share (without taking into account any adjustments referred to in clause (b) below). If a
Dividend Payment Date is not a Business Day, the related dividend (if declared) will be paid on the next
succeeding Business Day with the same force and eÅect as though paid on the Dividend Payment Date,
without any increase to account for the period from such Dividend Payment Date through the date of actual
payment. A ""Business Day'' shall mean any day other than a Saturday, Sunday, or a day on which banking
institutions in New York, New York are authorized by law to close. Dividends will be paid to Holders on the
record date Ñxed by the Board of Directors or a duly authorized committee thereof, which may not be earlier
than 45 days or later than 10 days prior to the applicable Dividend Payment Date. If declared, the initial
dividend, which will be for the period from and including June 10, 2003 to but excluding September 30, 2003,
will be $0.7257 per share and will be payable on September 30, 2003 and, thereafter, if declared, quarterly
dividends will be $0.5938 per share. After the initial dividend, the dividend period relating to a Dividend
Payment Date will be the period from and including the preceding Dividend Payment Date to but excluding
the related Dividend Payment Date. If Fannie Mae redeems the Series M Preferred Stock, the dividend that
would otherwise be payable for the then-current quarterly dividend period accrued to but excluding the date of
redemption will be included in the redemption price of the shares redeemed and will not be separately payable.
Dividends payable on the Series M Preferred Stock for any period greater or less than a full dividend period
will be computed on the basis of a 360-day year consisting of twelve 30-day months. The amount of dividends
per share payable at redemption will be rounded to the fourth digit after the decimal point. (If the Ñfth digit to
the right of the decimal point is Ñve or greater, the fourth digit will be rounded up by one.)

(b) No dividend (other than dividends or distributions paid in shares of, or options, warrants or rights to
subscribe for or purchase shares of, the common stock of Fannie Mae or any other stock of Fannie Mae
ranking, as to the payment of dividends and the distribution of assets upon dissolution, liquidation or winding
up of Fannie Mae, junior to the Series M Preferred Stock) may be declared or paid or set apart for payment
on Fannie Mae's common stock (or on any other stock of Fannie Mae ranking, as to the payment of dividends,
junior to the Series M Preferred Stock) unless dividends have been declared and paid or set apart (or ordered
to be set apart) on the Series M Preferred Stock for the then-current quarterly dividend period; provided,
however, that the foregoing dividend preference shall not be cumulative and shall not in any way create any
claim or right in favor of the Holders of Series M Preferred Stock in the event that dividends have not been

* Plus up to 1,200,000 additional shares pursuant to the Underwriters' overallotment option.
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declared or paid or set apart (or ordered to be set apart) on the Series M Preferred Stock in respect of any
prior dividend period. If the full dividend on the Series M Preferred Stock is not paid for any quarterly
dividend period, the Holders of Series M Preferred Stock will have no claim in respect of the unpaid amount
so long as no dividend (other than those referred to above) is paid on Fannie Mae's common stock (or any
other stock of Fannie Mae ranking, as to the payment of dividends, junior to the Series M Preferred Stock) for
such dividend period.

(c) The Board of Directors of Fannie Mae, or a duly authorized committee thereof, may, in its
discretion, choose to pay dividends on the Series M Preferred Stock without the payment of any dividends on
Fannie Mae's common stock (or any other stock of Fannie Mae ranking, as to the payment of dividends,
junior to the Series M Preferred Stock).

(d) No full dividends shall be declared or paid or set apart for payment on any stock of Fannie Mae
ranking, as to the payment of dividends, on a parity with the Series M Preferred Stock for any period unless
full dividends have been declared and paid or set apart for payment on the Series M Preferred Stock for the
then-current quarterly dividend period. When dividends are not paid in full upon the Series M Preferred Stock
and all other classes or series of stock of Fannie Mae, if any, ranking, as to the payment of dividends, on a
parity with the Series M Preferred Stock, all dividends declared upon shares of Series M Preferred Stock and
all such other stock of Fannie Mae will be declared pro rata so that the amount of dividends declared per share
of Series M Preferred Stock and all such other stock will in all cases bear to each other the same ratio that
accrued dividends per share of Series M Preferred Stock (but without, in the case of any noncumulative
preferred stock, accumulation of unpaid dividends for prior dividend periods) and such other stock bear to
each other.

(e) No dividends may be declared or paid or set apart for payment on any shares of Series M Preferred
Stock if at the same time any arrears exist or default exists in the payment of dividends on any outstanding
class or series of stock of Fannie Mae ranking, as to the payment of dividends, prior to the Series M Preferred
Stock.

(f) Holders of Series M Preferred Stock will not be entitled to any dividends, whether payable in cash or
property, other than as herein provided and will not be entitled to interest, or any sum in lieu of interest, in
respect of any dividend payment.

3. Optional Redemption.

(a) The Series M Preferred Stock shall not be redeemable prior to June 10, 2008. On or after that date,
subject to the notice provisions set forth in Section 3(b) below and subject to any further limitations which
may be imposed by law, Fannie Mae may redeem the Series M Preferred Stock, in whole or in part, at any
time or from time to time, out of funds legally available therefor, at the redemption price of $50 per share plus
an amount equal to the amount of the dividend (whether or not declared) for the then-current quarterly
dividend period accrued to but excluding the date of such redemption, but without accumulation of unpaid
dividends on the Series M Preferred Stock for prior dividend periods. If less than all of the outstanding shares
of Series M Preferred Stock are to be redeemed, Fannie Mae will select the shares to be redeemed from the
outstanding shares not previously called for redemption by lot or pro rata (as nearly as possible) or by any
other method that the Board of Directors of Fannie Mae, or a duly authorized committee thereof, in its sole
discretion deems equitable.

(b) In the event Fannie Mae shall redeem any or all of the Series M Preferred Stock as aforesaid,
Fannie Mae will give notice of any such redemption to Holders of Series M Preferred Stock not less than
30 days prior to the date Ñxed by the Board of Directors of Fannie Mae, or duly authorized committee thereof,
for such redemption. Each such notice will state: (1) the number of shares of Series M Preferred Stock to be
redeemed and, if fewer than all of the shares of Series M Preferred Stock held by a Holder are to be
redeemed, the number of shares to be redeemed from such Holder; (2) the redemption price; (3) the
redemption date; and (4) the place at which a Holder's certiÑcate(s) representing shares of Series M
Preferred Stock must be presented upon such redemption. Failure to give notice, or any defect in the notice, to
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any Holder of Series M Preferred Stock shall not aÅect the validity of the proceedings for the redemption of
shares of any other Holder of Series M Preferred Stock being redeemed.

(c) Notice having been given as herein provided, from and after the redemption date, dividends on the
Series M Preferred Stock called for redemption shall cease to accrue and such Series M Preferred Stock
called for redemption will no longer be deemed outstanding, and all rights of the Holders thereof as registered
holders of such shares of Series M Preferred Stock will cease. Upon surrender in accordance with said notice
of the certiÑcate(s) representing shares of Series M Preferred Stock so redeemed (properly endorsed or
assigned for transfer, if the Board of Directors of Fannie Mae, or a duly authorized committee thereof, shall so
require and the notice shall so state), such shares shall be redeemed by Fannie Mae at the redemption price
aforesaid. Any shares of Series M Preferred Stock that shall at any time have been redeemed shall, after such
redemption, be cancelled and not reissued. In case fewer than all the shares represented by any such certiÑcate
are redeemed, a new certiÑcate shall be issued representing the unredeemed shares without cost to the Holder
thereof.

(d) The Series M Preferred Stock will not be subject to any mandatory redemption, sinking fund or
other similar provisions. In addition, Holders of Series M Preferred Stock will have no right to require
redemption of any shares of Series M Preferred Stock.

4. Liquidation Rights.

(a) Upon any voluntary or involuntary dissolution, liquidation or winding up of Fannie Mae, after
payment or provision for the liabilities of Fannie Mae and the expenses of such dissolution, liquidation or
winding up, the Holders of outstanding shares of the Series M Preferred Stock will be entitled to receive out of
the assets of Fannie Mae or proceeds thereof available for distribution to stockholders, before any payment or
distribution of assets is made to holders of Fannie Mae's common stock (or any other stock of Fannie Mae
ranking, as to the distribution of assets upon dissolution, liquidation or winding up of Fannie Mae, junior to the
Series M Preferred Stock), the amount of $50 per share plus an amount equal to the dividend (whether or not
declared) for the then-current quarterly dividend period accrued to but excluding the date of such liquidation
payment, but without accumulation of unpaid dividends on the Series M Preferred Stock for prior dividend
periods.

(b) If the assets of Fannie Mae available for distribution in such event are insuÇcient to pay in full the
aggregate amount payable to Holders of Series M Preferred Stock and holders of all other classes or series of
stock of Fannie Mae, if any, ranking, as to the distribution of assets upon dissolution, liquidation or winding up
of Fannie Mae, on a parity with the Series M Preferred Stock, the assets will be distributed to the Holders of
Series M Preferred Stock and holders of all such other stock pro rata, based on the full respective preferential
amounts to which they are entitled (but without, in the case of any noncumulative preferred stock,
accumulation of unpaid dividends for prior dividend periods).

(c) Notwithstanding the foregoing, Holders of Series M Preferred Stock will not be entitled to be paid
any amount in respect of a dissolution, liquidation or winding up of Fannie Mae until holders of any classes or
series of stock of Fannie Mae ranking, as to the distribution of assets upon dissolution, liquidation or winding
up of Fannie Mae, prior to the Series M Preferred Stock have been paid all amounts to which such classes or
series are entitled.

(d) Neither the sale, lease or exchange (for cash, shares of stock, securities or other consideration) of all
or substantially all of the property and assets of Fannie Mae, nor the merger, consolidation or combination of
Fannie Mae into or with any other corporation or the merger, consolidation or combination of any other
corporation or entity into or with Fannie Mae, shall be deemed to be a dissolution, liquidation or winding up,
voluntary or involuntary, for the purposes of this Section 4.

(e) After payment of the full amount of the distribution of assets upon dissolution, liquidation or winding
up of Fannie Mae to which they are entitled pursuant to paragraphs (a), (b) and (c) of this Section 4, the
Holders of Series M Preferred Stock will not be entitled to any further participation in any distribution of
assets by Fannie Mae.
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5. No Conversion or Exchange Rights.

The Holders of shares of Series M Preferred Stock will not have any rights to convert such shares into or
exchange such shares for shares of any other class or classes, or of any other series of any class or classes, of
stock or obligations of Fannie Mae.

6. No Pre-Emptive Rights.

No Holder of Series M Preferred Stock shall be entitled as a matter of right to subscribe for or purchase,
or have any pre-emptive right with respect to, any part of any new or additional issue of stock of any class
whatsoever, or of securities convertible into any stock of any class whatsoever, or any other shares, rights,
options or other securities of any class whatsoever, whether now or hereafter authorized and whether issued for
cash or other consideration or by way of dividend.

7. Voting Rights; Amendments.

(a) Except as provided below, the Holders of Series M Preferred Stock will not be entitled to any voting
rights, either general or special.

(b) Without the consent of the Holders of Series M Preferred Stock, Fannie Mae will have the right to
amend, alter, supplement or repeal any terms of this CertiÑcate or the Series M Preferred Stock (1) to cure
any ambiguity, or to cure, correct or supplement any provision contained in this CertiÑcate of Designation that
may be defective or inconsistent with any other provision herein or (2) to make any other provision with
respect to matters or questions arising with respect to the Series M Preferred Stock that is not inconsistent
with the provisions of this CertiÑcate of Designation so long as such action does not materially and adversely
aÅect the interests of the Holders of Series M Preferred Stock; provided, however, that any increase in the
amount of authorized or issued Series M Preferred Stock or the creation and issuance, or an increase in the
authorized or issued amount, of any other class or series of stock of Fannie Mae, whether ranking prior to, on a
parity with or junior to the Series M Preferred Stock, as to the payment of dividends or the distribution of
assets upon dissolution, liquidation or winding up of Fannie Mae, or otherwise, will not be deemed to
materially and adversely aÅect the interests of the Holders of Series M Preferred Stock.

(c) Except as set forth in paragraph (b) of this Section 7, the terms of this CertiÑcate or the Series M
Preferred Stock may be amended, altered, supplemented, or repealed only with the consent of the Holders of
at least two-thirds of the shares of Series M Preferred Stock then outstanding, given in person or by proxy,
either in writing or at a meeting of stockholders at which the Holders of Series M Preferred Stock shall vote
separately as a class. On matters requiring their consent, Holders of Series M Preferred Stock will be entitled
to one vote per share.

(d) The rules and procedures for calling and conducting any meeting of Holders (including, without
limitation, the Ñxing of a record date in connection therewith), the solicitation and use of proxies at such a
meeting, the obtaining of written consents, and any other aspect or matter with regard to such a meeting or
such consents shall be governed by any rules that the Board of Directors of Fannie Mae, or a duly authorized
committee thereof, in its discretion, may adopt from time to time, which rules and procedures shall conform to
the requirements of any national securities exchange on which the Series M Preferred Stock are listed at the
time.

8. Additional Classes or Series of Stock.

The Board of Directors of Fannie Mae, or a duly authorized committee thereof, shall have the right at
any time in the future to authorize, create and issue, by resolution or resolutions, one or more additional
classes or series of stock of Fannie Mae, and to determine and Ñx the distinguishing characteristics and the
relative rights, preferences, privileges and other terms of the shares thereof. Any such class or series of stock
may rank prior to, on a parity with or junior to the Series M Preferred Stock as to the payment of dividends or
the distribution of assets upon dissolution, liquidation or winding up of Fannie Mae, or otherwise.
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9. Priority.

For purposes of this CertiÑcate of Designation, any stock of any class or series of Fannie Mae shall be
deemed to rank:

(a) Prior to the shares of Series M Preferred Stock, either as to the payment of dividends or the
distribution of assets upon dissolution, liquidation or winding up of Fannie Mae, if the holders of such class or
series shall be entitled to the receipt of dividends or of amounts distributable upon dissolution, liquidation or
winding up of Fannie Mae, as the case may be, in preference or priority to the Holders of shares of Series M
Preferred Stock.

(b) On a parity with shares of Series M Preferred Stock, either as to the payment of dividends or the
distribution of assets upon dissolution, liquidation or winding up of Fannie Mae, whether or not the dividend
rates or amounts, dividend payment dates or redemption or liquidation prices per share, if any, be diÅerent
from those of the Series M Preferred Stock, if the holders of such class or series shall be entitled to the receipt
of dividends or of amounts distributable upon dissolution, liquidation or winding up of Fannie Mae, as the case
may be, in proportion to their respective dividend rates or amounts or liquidation prices, without preference or
priority, one over the other, as between the holders of such class or series and the Holders of shares of Series
M Preferred Stock.

(c) Junior to shares of Series M Preferred Stock, either as to the payment of dividends or the
distribution of assets upon dissolution, liquidation or winding up of Fannie Mae, if such class shall be common
stock of Fannie Mae or if the Holders of shares of Series M Preferred Stock shall be entitled to the receipt of
dividends or of amounts distributable upon dissolution, liquidation or winding up of Fannie Mae, as the case
may be, in preference or priority over the holders of such class or series.

(d) The shares of Preferred Stock of Fannie Mae designated ""5.25% Non-Cumulative Preferred Stock,
Series D'' (the ""Series D Preferred Stock''), ""5.10% Non-Cumulative Preferred Stock, Series E'' (the
""Series E Preferred Stock''), ""Variable Rate Non-Cumulative Preferred Stock, Series F'' (the ""Series F
Preferred Stock''), ""Variable Rate Non-Cumulative Preferred Stock, Series G'' (the ""Series G Preferred
Stock''), ""5.81% Non-Cumulative Preferred Stock, Series H'' (the ""Series H Preferred Stock'') , ""5.375%
Non-Cumulative Preferred Stock, Series I'' (the ""Series I Preferred Stock''), ""Variable Rate Non-
Cumulative Preferred Stock, Series J (the ""Series J Preferred Stock''), ""Variable Rate Non-Cumulative
Preferred Stock, Series K'' (the ""Series K Preferred Stock'') and ""5.125% Non-Cumulative Preferred Stock,
Series L'' (the ""Series L Preferred Stock'') shall be deemed to rank on a parity with shares of Series M
Preferred Stock as to the payment of dividends and the distribution of assets upon dissolution, liquidation or
winding up of Fannie Mae. Accordingly, the holders of record of Series D Preferred Stock, the holders of
record of Series E Preferred Stock, the holders of record of Series F Preferred Stock, the holders of record of
Series G Preferred Stock, the holders of record of Series H Preferred Stock, the holders of record of Series I
Preferred Stock, the holders of record of Series J Preferred Stock, the holders of record of Series K Preferred
Stock, the holders of record of Series L Preferred Stock and the holders of record of Series M Preferred Stock
shall be entitled to the receipt of dividends and of amounts distributable upon dissolution, liquidation or
winding up of Fannie Mae, as the case may be, in proportion to their respective dividend rates or amounts or
liquidation prices, without preference or priority, one over the other.

10. Transfer Agent, Dividend Disbursing Agent and Registrar.

Fannie Mae hereby appoints EquiServe Trust Company, N.A., as its initial transfer agent, dividend
disbursing agent and registrar for the Series M Preferred Stock. Fannie Mae may at any time designate an
additional or substitute transfer agent, dividend disbursing agent and registrar for the Series M Preferred
Stock.

11. Notices.

Any notice provided or permitted by this CertiÑcate of Designation to be made upon, or given or
furnished to, the Holders of Series M Preferred Stock by Fannie Mae shall be made by Ñrst-class mail,
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postage prepaid, to the addresses of such Holders as they appear on the books and records of Fannie Mae.
Such notice shall be deemed to have been suÇciently made upon deposit thereof in the United States mail.
Notwithstanding anything to the contrary contained herein, in the case of the suspension of regular mail
service or by reason of any other cause it shall be impracticable, in Fannie Mae's judgment, to give notice by
mail, then such notiÑcation may be made, in Fannie Mae's discretion, by publication in a newspaper of general
circulation in The City of New York or by hand delivery to the addresses of Holders as they appear on the
books and records of Fannie Mae.

Receipt and acceptance of a share or shares of the Series M Preferred Stock by or on behalf of a Holder
shall constitute the unconditional acceptance by such Holder (and all others having beneÑcial ownership of
such share or shares) of all of the terms and provisions of this CertiÑcate of Designation. No signature or
other further manifestation of assent to the terms and provisions of this CertiÑcate of Designation shall be
necessary for its operation or eÅect as between Fannie Mae and the Holder (and all such others).
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EXECUTION VERSION 

FANNIE MAE 

AMENDED AND RESTATED CERTIFICATE OF DESIGNATION OF TERMS OF 
VARIABLE LIQUIDATION PREFERENCE SENIOR 

PREFERRED STOCK, SERIES 2008-2 

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

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

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

The Senior Preferred Stock shall rank prior to the common stock of the Company as 
provided in this Certificate and shall rank, as to both dividends and distributions upon dissolution, 
liquidation or winding up of the Company, prior to (a) the shares of preferred stock of the 
Company designated "5.25% Non-Cumulative Preferred Stock, Series D", "5.10% Non-
Cumulative Preferred Stock, Series E", "Variable Rate Non-Cumulative Preferred Stock, 
Series F", "Variable Rate Non-Cumulative Preferred Stock, Series G", "5.81% Non-Cumulative 
Preferred Stock, Series 1-1", "5.375% Non-Cumulative Preferred Stock, Series 1", "5.125% Non-
Cumulative Preferred Stock, Series L", "4.75% Non-Cumulative Preferred Stock, Series M", 
"5.50% Non-Cumulative Preferred Stock, Series N", "Non-Cumulative Preferred Stock, 
Series 0", "Non-Cumulative Convertible Series 2004-1 Preferred Stock", "Variable Rate Non-
Cumulative Preferred Stock, Series P", "6.75% Non-Cumulative Preferred Stock, Series Q", 
"7.625% Non-Cumulative Preferred Stock, Series R", "Fixed-to-Floating Rate Non-Cumulative 
Preferred Stock, Series S", and "8.75% Non-Cumulative Mandatory Convertible Preferred Stock", 
Series 2008-1", (b) any other capital stock of the Company outstanding on the date of the initial 
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issuance of the Senior Preferred Stock and (c) any capital stock of the Company that may be 
issued after the date of initial issuance of the Senior Preferred Stock. 

2. 	Dividends 

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

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

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

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

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

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

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

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

3. 	Optional Pay Down of Liquidation Preference 

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

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

(c) If after termination of the Commitment the Company pays down the Liquidation 
Preference of each outstanding share of Senior Preferred Stock in full, such shares shall be deemed 
to have been redeemed as of the date of such payment, and the dividend that would otherwise be 
payable for the Dividend Period ending on the pay down date will be paid on such date. Following 
such deemed redemption, the shares of the Senior Preferred Stock shall no longer be deemed to be 

outstanding, and all rights of the holders thereof as holders of the Senior Preferred Stock shall cease, 
with respect to shares so redeemed, other than the right to receive the pay down amount (which 

4 

Case 1:15-cv-00708-GMS   Document 18-5   Filed 11/13/15   Page 5 of 10 PageID #: 255



shall include the final dividend for such shares). Any shares of the Senior Preferred Stock which 
shall have been so redeemed, after such redemption, shall no longer have the status of authorized, 
issued or outstanding shares. 

	

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

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

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

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

	

5. 	No Voting Rights 

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

6. No Conversion or Exchange Rights 

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

7. No Preemptive Rights 

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

8. Liquidation Rights and Preference 

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

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

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

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

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

6 

Case 1:15-cv-00708-GMS   Document 18-5   Filed 11/13/15   Page 7 of 10 PageID #: 257



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

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

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

9. Additional Classes or Series of Stock 

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

10. Miscellaneous 

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

(b) The shares of the Senior Preferred Stock, when duly issued, shall be fully paid 
and non-assessable. 

(c) The Senior Preferred Stock may be issued, and shall be transferable on the books 
of the Company, only in whole shares. 

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

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

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

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

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

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

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

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

IN WITNESS WHEREOF, I have hereunto set my hand and the seal of the Company 
this  7 +4).ay of September, 2012. 

[Seal] 

FEDERAL NATIONAL MORTGAGE ASSOCIATION, by 

The Federal Housing Finance Agency, its Conservator 

feWD —.—A°  
Edward J. DeMarco 

Acting Director 

Signature Page to September 2012 Amended and Restated Certificate of Designation of Senior Preferred Stock 
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