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E FannieMae.

Guaranteed Pass-Through Certificates
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This is a supplement to the prospectus dated July 8, 2002 (the “Prospectus’). If we use a
capitalized term in this supplement without defining it, you will find the definition of that
term in the Prospectus.

Notwithstanding anything set forth in the Prospectus, the Original Class Balances of the A1,
A2, A3 and P1 Classes of Certificates are set forth opposite their respective Class
designations.

Original Class

Class Balance

Al $105,498,746
A2 76,395,643
A3 73,627,102
Pl 3,439,854

Carefully consider the risk factors starting on page 8 of the Prospectus. Unless you
understand and are able to tolerate these risks, you should not invest in the
certificates.

The certificates, together with any interest thereon, are not guaranteed by the United States
and do not constitute a debt or obligation of the United States or any of its agencies or
instrumentalities other than Fannie Mae.

The certificates are exempt from registration under the Securities Act of 1933 and are
“exempted securities” under the Securities Exchange Act of 1934.

The date of this Supplement is July 25, 2002




Prospectus

$534,801,734 (Approximate)

E FannieMae.

Guaranteed Pass-Through Certificates
Fannie Mae Trust 2002-W8

Carefully consider the risk factors
beginning on page 8 of this
prospectus. Unless you understand
and are able to tolerate these risks,
you should not invest in the
certificates.

The certificates, together with interest
thereon, are not guaranteed by the
United States and do not constitute a
debt or obligation of the United States
or any of its agencies or
instrumentalities other than Fannie
Mae.

The certificates are exempt from
registration under the Securities Act of
1933 and are “exempted securities”
under the Securities Exchange Act of
1934.

The Certificates

We, the Federal National Mortgage Association (‘“Fannie Mae”), will issue and
guarantee the certificates listed in the chart on this page. The certificates will
represent beneficial ownership interests in the trust assets.

Payments to Certificateholders

You, the investor, will receive monthly payments on your certificates, including

¢ interest to the extent accrued as described in this prospectus, and

¢ principal to the extent available for payment as described in this prospectus.

The Fannie Mae Guaranty

We will guarantee that the payments of monthly interest and principal

described above are paid to investors on time and that any outstanding principal

balance of each class of certificates is paid on the final distribution date.

The Trust and Its Assets

The trust assets will be divided into three groups.

e Group 1 will consist of first lien, one- to four-family, fully amortizing, fixed-
rate mortgage loans insured by the Federal Housing Administration or
partially guaranteed by the U.S. Department of Veterans Affairs and having
the characteristics described in this prospectus.

e Group 2 will consist of first lien, one- to four-family, fully amortizing and
balloon payment, fixed-rate mortgage loans having the characteristics
described in this prospectus.

e Group 3 will consist of first lien, one- to four-family, fully amortizing,
adjustable-rate mortgage loans insured by the Federal Housing
Administration or partially guaranteed by the U.S. Department of Veterans
Affairs and having the characteristics described in this prospectus.

Original Final
Principal Interest Interest CUSIP Distribution
Class Group Balance(1) Type(2) Rate Type(2) Number Date
Al .. 1 $105,500,815 PT 6.5 % FIX 31392DP389 June 2032(3)
A2 .. 1 76,397,141 PT 7.0 FIX 31392DP97 June 2032(3)
A3 1 73,627,101 PT 7.5 FIX 31392DQ21 June 2032(3)
Pl ... 1 3,436,288 PT (5) PO 31392DQ39 June 2032(3)
Il 1 258,961,345(6) NTL (7) WAC/IO 31392DQ47 June 2032(3)
Ad . 2 29,031,239 PT 7.0 FIX 31392DQ54 June 2017
A5 L 2 159,740,510 PT 7.0 FIX 31392DQ62 September 2032
Fooo 2 47,808,493 PT (8) FLT 31392DQ70 September 2032
S 2 47,808,493 (6) NTL (8) INV/IO 31392DQ88 September 2032
P2 ... 2 8,072,667 PT (5) PO 31392DQ96 September 2032
12 2 244,652,909 (6) NTL 9) WAC/IO 31392DR20 September 2032
A6 . 3 31,187,480 PT (10) WAC 31392DR38 March 2032(4)
R .................. (11) 0 NPR 0 NPR 31392DR46 September 2032
RL ................. (11) 0 NPR 0 NPR 31392DR53 September 2032

(1) May vary by plus or minus 10%.

(2) See “Description of the Certificates—Class Definitions and Abbreviations.”
(3) The assumed maturity date for the Group 1 Classes is June 2032. However, we will not guarantee payment in full of the principal balances of the
Group 1 Classes on their assumed maturity date. We will guarantee payment in full of the principal balances of the Group 1 Classes on their Final

Distribution Date of June 2042.

(4) The assumed maturity date for the A6 Class is March 2032. However, we will not guarantee payment in full of the principal balance of the A6 Class
on its assumed maturity date. We will guarantee payment in full of the principal balance of the A6 Class on its Final Distribution Date of

March 2042.

(5) The P1 and P2 Classes will be principal only classes and will not bear interest.

(6) Notional balances. These classes are interest only classes.

(7) The I1 Class will bear interest at the variable annual rate described in this prospectus. During the first interest accrual period, the 11 Class is
expected to bear interest at an annual rate of approximately 0.37049%.

(8) Based on LIBOR.

(9) The I2 Class will bear interest at the variable annual rate described in this prospectus. During the first interest accrual period, the 12 Class is
expected to bear interest at an annual rate of approximately 0.13019%.
(10) The A6 Class will bear interest during the initial interest accrual period at an annual rate equal to approximately 6.44306%. During each
subsequent interest accrual period, the A6 Class will bear interest as described in this prospectus.

(11) The R and RL Classes relate to Group 2 only.

The dealer will offer the certificates from time to time in negotiated transactions at varying prices. We expect the settlement date

Bear, Stearns & Co. Inc.

to be July 30, 2002.

July 8, 2002
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AVAILABLE INFORMATION

You should purchase the certificates only if you have read and understood this prospectus and our
current Information Statement dated April 1, 2002 and its supplements (the “Information State-
ment”’), which we are incorporating by reference in this prospectus.

You can obtain the Information Statement or additional copies of this prospectus by writing
Fannie Mae at:

Fannie Mae

3900 Wisconsin Avenue, N.W.
Area 2H-3S

Washington, D.C. 20016.

This prospectus, the Information Statement, and the class factors, are available on our corporate Web
site at www.fanniemae.com and our business to business Web site at www.efanniemae.com. You can
also obtain them by calling the Fannie Mae Helpline at 1-800-237-8627 or 202-752-6547.

You also can obtain additional copies of this prospectus by writing the dealer at:

Bear, Stearns & Co. Inc.
Prospectus Department

One Metro Tech Center North
Brooklyn, New York 11201
(telephone: 212-272-1581).



REFERENCE SHEET

This reference sheet is not a summary of the transaction and does not contain complete
information about the certificates. You should purchase the certificates only after reading
this prospectus in its entirety and the Information Statement referred to on page 3.

The Certificates
» The certificates will represent beneficial ownership interests in Fannie Mae Trust 2002-W8.
* The trust assets will be divided into three groups.

e Group 1 will consist of first lien, one- to four-family, fully amortizing fixed-rate mortgage loans
insured by the Federal Housing Administration or partially guaranteed by the U.S. Department
of Veterans Affairs.

e Group 2 will consist of a pool of first lien, one- to four-family, fully amortizing and balloon
payment, fixed-rate mortgage loans.

* Group 3 will consist of first-lien, one- to four-family, fully amortizing, adjustable-rate mortgage
loans insured by the Federal Housing Administration or partially guaranteed by the
U.S. Department of Veterans Affairs.

Certain Characteristics of the Group 1 and Group 3 Loans

Each of the Group 1 and Group 3 Loans was originated in accordance with the underwriting
guidelines of the FHA or VA and included in a Ginnie Mae pool. Generally, each Group 1 and Group 3
Loans was subsequently repurchased from a Ginnie Mae pool after a delinquency on the loan was not
cured for at least 90 days. The Group 1 and Group 3 Loans are now reperforming as and to the extent
described in the sections of this prospectus entitled “The Mortgage Loans—Group 1 Loans” and
“—Group 3 Loans.”

The table appearing in Exhibit A sets forth certain summary information regarding the assumed
characteristics of the Group 1 and Group 3 Loans.

Assumed Characteristics of the Group 2 Loans

The tables appearing under the heading “The Mortgage Loans—Group 2 Loans” summarize as of
July 1, 2002 certain assumed characteristics of the Group 2 Loans. The information in those tables is
presented in aggregated form.

Class Factors

The class factors are numbers that, when multiplied by the initial principal balance or notional
balance of a certificate, can be used to calculate the current principal balance or notional balance of
that certificate (after taking into account distributions in the same month). We will publish the class
factors for the certificates on or shortly after the 23rd day of each month.

Settlement Date

We expect to issue the certificates on July 30, 2002.

Distribution Dates

We will make payments on the certificates on the 25th day of each calendar month, or the next
business day if the 25th day is not a business day, beginning in August 2002.
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Book-Entry and Physical Certificates

We will issue the book-entry certificates through DTC and the U.S. Federal Reserve Banks, as
applicable, which will electronically track ownership of the certificates and payments on them. We will
issue physical certificates in registered, certificated form.

We will issue the classes of certificates in the following forms:
DTC Book-Entry Fed Book-Entry Physical
All Group 1 and Group 3 Classes All Group 2 Classes R and RL Classes

Interest Payments

During each interest accrual period, the fixed rate and weighted average coupon classes will bear
interest at the applicable annual interest rates listed on the cover or described in this prospectus.

During the initial interest accrual period, the floating rate and inverse floating rate classes will
bear interest at the initial interest rates listed below. During subsequent interest accrual periods, the
floating rate and inverse floating rate classes will bear interest based on the formulas indicated below,
but always subject to the specified maximum and minimum interest rates:

Initial Maximum Minimum Formula for
Interest Interest Interest Calculation of
Class Rate Rate Rate Interest Rate (1)
Fooo 2.24% 8.5% 0.4% LIBOR + 40 basis points
S 6.26% 8.1% 0.0% 8.1% — LIBOR

(1) We will establish LIBOR on the basis of the “BBA Method.”

Notional Classes

The 11, I2 and S Classes are notional classes. A notional class will not receive principal. The
notional principal balance of a notional class is the balance used to calculate interest.

The notional principal balances of the notional classes will equal the percentages of the balances
specified below immediately before the related distribution date:

Class

Iin................ 100% of the aggregate stated principal balance of the Group 1 Loans
2. ... ... 100% of the aggregate stated principal balance of the Group 2 Loans
S 100% of the F Class

Principal Only Classes

The P1 and P2 Classes are principal only classes and will not bear interest. See “Description of
the Certificates—Principal Payments on the Certificates” and “—Yield Tables—The Principal Only
Classes” in this prospectus.

Payments of Principal
Group 1 Principal Distribution Amount
On each distribution date, we will pay the Category 1-I Non-PO Principal Distribution Amount

and the Category 1-II Principal Distribution Amount as principal of the A1 and A2 Classes, pro rata,
to zero.

On each distribution date, we will pay the P1 Principal Distribution Amount as principal of the
P1 Class to zero.




On each distribution date, we will pay the Category 1-III Principal Distribution Amount as
principal of the A3 Class to zero.

For a description of the Category 1-1 Non-PO Principal Distribution Amount, the Category 1-11
Principal Distribution Amount, the P1 Principal Distribution Amount and the Category 1-III
Principal Distribution Amount, see ‘“Description of the Certificates—Certain Definitions Relating to
Payments on the Certificates” in this prospectus.

Group 2 Principal Distribution Amount

On each Distribution Date, we will pay the P2 Principal Distribution Amount as principal of the
P2 Class to zero.

On each Distribution Date, we will pay the Category 2-1 Non-PO Principal Distribution Amount
and the Category 2-II Principal Distribution Amount as principal of the A4 Class to zero.

On each Distribution Date, we will pay the Category 2-1II Non-PO Principal Distribution Amount
and the Category 2-IV Principal Distribution Amount as principal of the A5 Class to zero.

On each Distribution Date, we will pay the Category 2-V Non-PO Principal Distribution Amount
and the Category 2-VI Principal Distribution Amount as principal of the F Class to zero.

For a description of the P2 Principal Distribution Amount, the Category 2-I1 Non-PO Principal
Distribution Amount, the Category 2-II Principal Distribution Amount, the Category 2-III Non-PO
Principal Distribution Amount, the Category 2-IV Principal Distribution Amount, the Category 2-V
Non-PO Principal Distribution Amount and the Category 2-VI Principal Distribution Amount, see
“Description of the Certificates—Certain Definitions Relating to Payments on the Certificates” in
this prospectus.

Group 3 Principal Distribution Amount

On each distribution date, we will pay the Group 3 Principal Distribution Amount as principal of
the A6 Class to zero.

Guaranty Payments

We guarantee that we will pay to the holders of certificates (i) all required installments of
principal and interest on the certificates on time; (ii) the remaining principal balance of each Group 1
and Group 3 Class no later than the distribution dates in June 2042 and March 2042, respectively, and
(iii) the remaining principal balance of each Group 2 Class no later than the applicable final
distribution date listed on the cover of this prospectus.

Weighted Average Lives (years) *
CPR Prepayment Assumption
Group 1 Classes 0% 5% 10% 15% 20% 25% 30% 35% 40% 50%

Al ...l 16.8  10.7 7.3 5.4 4.1 3.3 2.7 2.3 1.9 14

CPR Prepayment Assumption
0% 10% 15% 25% 35%

A 16.8 7.3 5.4 3.3 2.3
A 15.8 7.2 5.3 3.3 2.3
Pl 16.6 7.3 5.3 3.3 2.3
11 16.5 7.3 5.4 3.3 2.3




CPR Prepayment Assumption

Group 2 Classes 0% 10% 20% 30% 40%
Ad 11.5 6.3 3.9 2.6 1.9
AL 20.2 7.9 4.3 2.7 1.9
Fand S.... .. ... .. . 20.8 8.0 4.3 2.8 2.0
P2 19.1 7.6 4.2 2.7 1.9
1 19.2 7.7 4.2 2.7 1.9
CPR Prepayment Assumption
Group 3 Class 0% 10% 25% 35% 50%
A6 (tocall) ... ... 14.0 6.6 3.1 2.1 1.4
A6 (to maturity) ........... ... ... .. ... ... ... .. 14.1 6.8 3.2 2.2 1.4

* Determined as specified under “Description of the Certificates— Weighted Average Lives of the Certificates” in
this prospectus supplement.




RISK FACTORS

We describe below some of the risks associated with an investment in the certificates. Because
each investor has different investment needs and a different risk tolerance, you should consult your
own financial and legal advisors to determine whether the certificates are a suitable investment for

you.

Suitability

The certificates may not be a suitable in-
vestment. The certificates are not a suitable
investment for every investor. Before investing,
you should consider carefully the following:

* You should have sufficient knowledge and
experience to evaluate the merits and
risks of the certificates and the informa-
tion contained in this prospectus and the
Information Statement.

* You should thoroughly understand the
terms of the certificates.

* You should be able to evaluate (either
alone or with the help of a financial advi-
sor) the economic, interest rate and
other factors that may affect your
investment.

* You should have sufficient financial re-
sources and liquidity to bear all risks
associated with the certificates.

* You should investigate any legal invest-
ment restrictions that may apply to you.

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

Investors whose investment activities are
subject to legal investment laws and regulations,
or to review by regulatory authorities, may be
unable to buy certain certificates. You should
get legal advice to determine whether your
purchase of the certificates is a legal investment
for you or is subject to any investment
restrictions.

Yield Considerations

Factors that affect your yield. Your effec-
tive yield on the certificates will depend upon:

* the price you paid for the certificates;

* how quickly or slowly borrowers prepay
the mortgage loans;

¢ if and when the mortgage loans are liqui-
dated due to borrower defaults, casualties
or condemnations affecting the proper-
ties securing those loans;

e if and when the mortgage loans are
repurchased,

 the actual characteristics of the mortgage
loans; and

e in the case of the I1, I2 and A6 Classes,
fluctuations in the weighted average of
the net mortgage rates of the related
mortgage loans.

Yields may be lower than expected due to
unexpected rate of principal payment. The ac-
tual yield on your certificates probably will be
lower than you expect:

 if you own interest only certificates or if
you buy your certificates at a premium
and principal payments on the related
mortgage loans are faster than you ex-
pect, or

« if you own principal only certificates or if
you buy your certificates at a discount
and principal payments on the related
mortgage loans are slower than you
expect.

Furthermore, in the case of interest only
certificates or other certificates purchased at a
premium, you could lose money on your invest-
ment if prepayments occur at a rapid rate.

In addition, in the case of the interest only
classes or other certificates purchased at a pre-
mium, if a disproportionately high rate of pre-
payments occurs on the related mortgage loans
with relatively higher interest rates, the yields
on those certificates will decrease and may be
lower than you expect.

Even if the mortgage loans are prepaid at a
rate that on average is consistent with your
expectations, variations in the prepayment rate
over time could significantly affect your yield.
Generally, the earlier the payment of principal,



the greater the effect on the yield to maturity.
As a result, if the rate of principal prepayment
during any period is faster or slower than you
expect, a corresponding reduction or increase in
the prepayment rate during a later period may
not fully offset the impact of the earlier prepay-
ment rate on your yield.

We used certain assumptions concerning
the mortgage loans in preparing certain tabular
information in this prospectus. If the actual
mortgage loan characteristics differ even slightly
from those assumptions, the weighted average
life and yield of the certificates will be affected.

In the case of the Group 1 and Group 3
Classes, collections of interest on the related
mortgage loans may be reduced under certain
circumstances. Nevertheless, we guarantee that
you will receive the full amount of interest due
on your certificates regardless of any such reduc-
tion in interest collected on the Group 1 or
Group 3 Loans.

You must make your own decision as to
the assumptions, including the principal
prepayment assumptions, you will use in
deciding whether to purchase the
certificates.

The actual final payment on your class may
occur earlier, and could occur much earlier, than
the applicable final distribution date listed on
the cover of this prospectus. If you assume the
actual final payment on your class will occur on
the final distribution date specified, your yield
could be lower than you expect.

Delayed payments reduce yield and market
value. Because certain classes do not receive
interest immediately following each interest ac-
crual period, those classes have lower yields and
lower market values than they would if there
were no such delay.

Level of floating rate index affects yields on
certain certificates. 'The yield on any floating
rate or inverse floating rate certificate will be
affected by the level of its interest rate index. If
the level of the index differs from the level you
expect, then your actual yield may be lower than
you expect.

Prepayment Considerations

General

The rate of principal payments of the certif-
icates depends on numerous factors and thus
cannot be predicted. The rate of principal pay-
ments on the certificates of a particular class
generally will depend on the rate of principal
payments on the related mortgage loans. Princi-
pal payments on the mortgage loans may occur
as a result of scheduled amortization, balloon
payments or prepayments. The rate of principal
payments is likely to vary considerably from
time to time as a result of the liquidation of
foreclosed mortgage loans, FHA insurance pay-
ments and VA guarantee payments in the case
of the Group 1 and Group 3 Loans, as well as
because borrowers generally may prepay the
mortgage loans at any time without penalty.

It is highly unlikely that the mortgage loans
will prepay:
 at the rates we assume,

e at any constant prepayment rate until
maturity, or

e at the same rate.

In general, prepayment rates may be influ-
enced by:

e the level of current interest rates relative
to the rates borne by the mortgage loans,

e homeowner mobility,

e existence of any prepayment premiums
or prepayment restrictions,

e the general creditworthiness of borrow-
ers, including changes in borrowers’
credit status,

e borrower sophistication regarding the
benefits of refinancing,

e golicitation by competing lenders,

e repurchases of mortgage loans from the
pools, and

e general economic conditions.

Because so many factors affect the prepay-
ment rate of the mortgage loans, we cannot
estimate the prepayment experience of the
mortgage loans.



Additional Prepayment Considerations
Affecting the Group 1 and Group 3 Classes.

The I1 and A6 Classes may be especially
sensitive to prepayments. If you buy certificates
of the I1 Class and a disproportionately high
rate of prepayments occurs on Group 1 Loans
with interest rates higher than the rate paid on
the I1 Class, the yield on your certificates will
decrease and may be lower than you expect.

Similarly, if you buy certificates of the
A6 Class and a disproportionately high rate of
prepayments occurs on Group 3 Loans with
interest rates higher than the rate paid on the
A6 Class, the yield on your certificates will
decrease and may be lower than you expect.

The rates of prepayment of the Group 1 and
Group 3 Loans will be affected by additional
FHA and VA considerations. In addition to the
factors described above, the rates of prepayment
of the Group 1 and Group 3 Loans are likely to
vary considerably from time to time as a result
of the liquidation of foreclosed mortgage loans
and the receipt of FHA insurance payments and
VA guarantee payments, as well as because bor-
rowers generally may prepay their loans at any
time without penalty. Prepayment rates also
may be influenced by changes in FHA or VA
program guidelines. In addition, both the FHA
and VA have historically permitted borrowers to
sell a mortgaged property without requiring the
buyer to assume the mortgage and, at times,
without verifying the buyer’s creditworthiness.
In this manner, property sales by borrowers can
affect the rate of prepayment.

The weighted average lives of the Group 1
and Group 3 Classes may be extended if the
servicer takes certain actions. The servicer has
the right under certain circumstances to recast
the amortization schedule (based on a 30-year
term) and/or extend the scheduled date of final
payment on Group 1 or Group 3 Loans (but not
beyond June 2042 in the case of the Group 1
Loans; and March 2042 in the case of the
Group 3 Loans). To the extent that the servicer
recasts the amortization schedule or extends the
term of a Group 1 or Group 3 Loan, the
weighted average lives of the Group 1 Classes or
Group 3 Class, as applicable, could be extended.

Exercise of the optional clean-up calls on
the Group 1 and/or Group 3 Loans will result in
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the prepayment in full of the Group 1 and/or
Group 3 Classes. Once the aggregate principal
balance of the Group 1 or Group 3 Loans is
reduced to 5% or less of its respective aggregate
balance as of the Issue Date, the servicer may
purchase all the remaining Group 1 or Group 3
Loans, as applicable. If the Group 1 or Group 3
Loans are purchased in this way, it would have
the same effect as a prepayment in full of all the
Group 1 Loans or Group 3 Loans, as applicable.

Repurchases of delinquent Group 1 and
Group 3 Loans will have the same effect as
borrower prepayments. Under the circum-
stances described in this prospectus, EMC
Mortgage Corporation will be required to repur-
chase from the trust delinquent Group 1 and
Group 3 Loans. A repurchase of delinquent
Group 1 or Group 3 Loans will have the same
effect on the Group 1 and Group 3 Classes,
respectively, as borrower prepayments of those
loans.

Repurchases of certain modified Group 1
and Group 3 Loans will have the same effect as
borrower prepayments. If the servicer modifies
any Group 1 or Group 3 Loan that is 120 or
more days ‘“‘contractually delinquent” as of
July 1, 2002, it must repurchase that loan from
the trust. Further, under certain limited circum-
stances, we have the option to repurchase from
the trust any Group 1 or Group 3 Loan whose
interest rate has been reduced. A repurchase of
Group 1 or Group 3 Loans will have the same
effect on the Group 1 or Group 3 Classes, as
applicable, as borrower prepayments of those
loans.

Concentration of mortgaged properties in
certain states. As of the issue date, approxi-
mately 10.16% and 8.32% of the Group 1 Loans
are secured by mortgaged properties located in
California and Maryland, respectively. In addi-
tion, as of the issue date, approximately 14.06%
and 13.94% of the Group 3 Loans are secured by
mortgaged properties located in California and
Maryland, respectively. If the residential real
estate markets in those states should experience
an overall decline in property values, the rates of
loan delinquencies in those states probably will
increase and may increase substantially.



Additional Prepayment Considerations
Affecting the Group 2 Classes.

The I2 Class may be especially sensitive to
prepayments. If you buy certificates of the 12
Class and a disproportionately high rate of pre-
payments occurs on Group 2 Loans with inter-
est rates higher than the rate paid on the
12 Class, the yield on your certificates will de-
crease and may be lower than you expect.

The rate of principal payments on the
Group 2 Classes will be affected by the balloon
payment feature of certain of the related mort-
gage loans. Approximately 7.19% of the Group 2
Loans have original maturities of up to fifteen
years and provide for monthly payments based
on a 30-year amortization schedule, with a lump
sum payment of the unpaid principal balance
due at maturity. In most cases, these Group 2
Loans do not provide for refinancing of their
unpaid principal balances at maturity. In the
case of Group 2 Loans that do provide for
refinancing at maturity, we will be obligated to
repurchase from the trust any such refinanced
Group 2 Loans.

Approximately 35.59% of the Group 2
Loans require that the borrower pay a prepay-
ment premium, in most cases equal to six
months’ advance interest calculated on the basis
of the rate in effect at the time of such prepay-
ment on the amount prepaid in excess of 20% of
the original balance of such mortgage loan, if the
loan is prepaid in full or in part during the first
five years after origination. After the expiration
of the applicable prepayment premium period,
however, borrowers may prepay the mortgage
loans at any time without paying a premium. In
no event will certificateholders be entitled to any
portion of any prepayment premiums paid by
borrowers.

The Group 2 Loans contain “due-on-sale”
clauses which generally provide that the lender
can require repayment in full if the borrower
sells the property that secures the mortgage
loan; however, the enforceability of such “due-
on-sale” clauses may be limited by applicable
law. In this way, property sales by borrowers can
affect the rate of prepayment.
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In addition, borrowers often seek to refi-
nance their loans by obtaining new loans se-
cured by the same properties. Refinancing of
loans also affects the rate of prepayment. When
the level of prevailing interest rates declines
relative to the interest rates on fixed-rate mort-
gage loans, the rate of prepayment of those
loans is likely to increase. Because the Group 2
Loans bear fixed interest rates, they can be
expected to be sensitive to prevailing interest
rates.

Repurchases due to breaches of representa-
tions will have the same effect as borrower pre-
payments. When we purchased the Group 2
Loans from EMC Mortgage Corporation, it
made certain representations and warranties
concerning the Group 2 Loans. If there is a
material breach of these representations and
warranties, we may choose to repurchase the
affected loans. If we do, we will purchase any
such loan at a price equal to its principal balance
plus accrued interest at its applicable net mort-
gage interest rate. Our repurchase of Group 2
Loans will have the same effect on the certifi-
cateholders as borrower prepayments.

Repurchases due to delinquency will have
the same effect as borrower prepayments. Ei-
ther Fannie Mae or, subject to certain condi-
tions, the servicer may purchase any Group 2
Loan that is delinquent by more than 90 days.
In such event, that loan will be purchased at a
price equal to its principal balance (plus accrued
interest at the applicable net mortgage interest
rate). Purchases of Group 2 Loans will have the
same effect on the certificateholders as borrower
prepayments.

Concentration of mortgaged properties in
certain states. As of the issue date, approxi-
mately 16.86% and 12.54% of the Group 2
Loans are secured by mortgaged properties lo-
cated in California and New York, respectively.
If the residential real estate markets in those
states should experience an overall decline in
property values, the rates of loan delinquencies
in those states probably will increase and may
increase substantially.



Reinvestment Risk

Generally, a borrower may prepay a mort-
gage loan at any time. As a result, we cannot
predict the amount of principal payments on the
certificates. The certificates may not be an ap-
propriate investment for you if you require a
specific amount of principal on a regular basis or
on a specific date. Because interest rates fluctu-
ate, you may not be able to reinvest the princi-
pal payments on the certificates at a rate of
return that is as high as your rate of return on
the certificates. You may have to reinvest those
funds at a much lower rate of return. You should
consider this risk in light of other investments
that may be available to you.

Market and Liquidity Considerations

We cannot be sure that a market for resale
of the certificates will develop. Further, if a
market develops, it may not continue or be
sufficiently liquid to allow you to sell your certif-
icates. Even if you are able to sell your certifi-
cates, the sale price may not be comparable to
similar investments that have a developed mar-
ket. Moreover, you may not be able to sell small
or large amounts of certificates at prices compa-
rable to those available to other investors.

A number of factors may affect the resale of
certificates, including:

e the method, frequency and complexity of
calculating principal and interest;

* the characteristics of the mortgage loans;

» past and expected prepayment levels of
the mortgage loans and comparable
loans;

» the outstanding principal amount of the
certificates;

¢ the amount of certificates offered for re-
sale from time to time;

e any legal restrictions or tax treatment
limiting demand for the certificates;

* the availability of comparable securities;

« the level, direction and volatility of inter-
est rates generally; and

e general economic conditions.

Fannie Mae Guaranty Considerations

If we were unable to perform our guaranty
obligations, certificateholders would receive only
borrower payments and other recoveries on the
mortgage loans. If that happened, delinquencies
and defaults on the mortgage loans could di-
rectly affect the amounts that certificateholders
would receive each month.

GENERAL

The material under this heading summarizes certain features of the Certificates and is not
complete. You will find additional information about the Certificates in the other sections of this
prospectus, as well as in the Information Statement and the Trust Agreement. If we use a capitalized
term in this prospectus without defining it, you will find the definition of that term in the Trust
Agreement.

Structure. We, the Federal National Mortgage Association (“Fannie Mae”), a corporation
organized and existing under the laws of the United States, under the authority contained in
Section 304(d) of the Federal National Mortgage Association Charter Act (12 U.S.C. 1716 et seq.),
will create the Fannie Mae Trust specified on the cover of this prospectus (the “Trust’) pursuant to a
trust agreement (the “Trust Agreement’”) dated as of July 1, 2002 (the “Issue Date’’). We will issue
the Guaranteed Pass-Through Certificates (the “Certificates’”) pursuant to that Trust Agreement. We
will execute the Trust Agreement in our corporate capacity and as trustee (the “Trustee’).

The assets of the Trust will consist of three groups of mortgage loans (the “Group 1 Loans,”
“Group 2 Loans” and “Group 3 Loans” and, together, the “Mortgage Loans’) and will evidence the
entire beneficial ownership interest in the payments of principal and interest on the Mortgage Loans.
The Group 1 and Group 3 Loans are insured by the Federal Housing Administration (“FHA”) or
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partially guaranteed by the U.S. Department of Veterans Affairs (“VA”) and, as a result of past
delinquency, have been repurchased from Ginnie Mae pools.

We will designate portions of the Trust (the “Upper Tier REMIC” and the “Lower Tier
REMIC”) as ‘“real estate mortgage investment conduits” (each, a “REMIC”) under the Internal
Revenue Code of 1986, as amended (the “Code”). The assets of the Upper Tier REMIC will consist of
the Lower Tier Regular Interests. The assets of the Lower Tier REMIC will consist of the Group 2
Loans. The Lower Tier REMIC will not include the Group 1 Loans or the Group 3 Loans.

e The Group 2 Classes will be the “regular interests” in the Upper Tier REMIC.
e The R Class will be the “residual interest”” in the Upper Tier REMIC.

e The interests in the Lower Tier REMIC other than the RL Class (the “Lower Tier Regular
Interests”) will be the “regular interests” in the Lower Tier REMIC.

e The RL Class will be the ‘“residual interest” in the Lower Tier REMIC.

Characteristics of Certificates. The Group 1 and Group 3 Classes of Certificates will each be
represented by one or more certificates (the “DTC Certificates”) to be registered at all times in the
name of the nominee of The Depository Trust Company (“DTC”), a New York-chartered limited
purpose trust company, or any successor or depository selected or approved by us. We refer to the
nominee of DTC as the “Holder” or “Certificateholder” of the DTC Certificates. DTC will maintain
the DTC Certificates through its book-entry facilities.

We will issue the Group 2 Classes of Certificates (the “Fed Book-Entry Certificates’) in book-
entry form on the book-entry system of the U.S. Federal Reserve Banks. Entities whose names appear
on the book-entry records of a Federal Reserve Bank as having had Certificates deposited in their
accounts are the “Holders” or “Certificateholders” of the Group 2 Classes.

A Holder is not necessarily the beneficial owner of a Certificate. Beneficial owners ordinarily will
hold Certificates through one or more financial intermediaries, such as banks, brokerage firms and
securities clearing organizations. See ‘“Description of the Certificates—Book-Entry Procedures” in
this prospectus.

We will issue the R and RL Certificates in fully registered, certificated form. The “Holder” or
“Certificateholder” of the R or RL Certificate is its registered owner. The R or RL Certificate can be
transferred at the corporate trust office of the Transfer Agent, or at the office of the Transfer Agent in
New York, New York. State Street Bank and Trust Company in Boston, Massachusetts (‘“State
Street””) will be the initial Transfer Agent. We may impose a service charge for any registration of
transfer of the R or RL Certificate and may require payment to cover any tax or other governmental
charge.

The Holder of the R Class will receive the proceeds of any remaining assets of the Upper Tier
REMIC and the Holder of the RL Class will receive the proceeds of any remaining assets of the Lower
Tier REMIC, in each case only by presenting and surrendering the related Certificate at the office of
the Paying Agent. State Street will be the initial Paying Agent. See “—Special Characteristics of the R
and RL Classes” in this prospectus.

Fannie Mae Guaranty. We guarantee that we will pay to the Holders of Certificates:
e required installments of principal and interest on the Certificates on time, and

¢ the remaining principal balance of each Class no later than the applicable Final Distribution
Date, whether or not we have received sufficient payments on the related Mortgage Loans.

If we were unable to perform these guaranty obligations, Certificateholders would receive only the
amounts paid or advanced and other recoveries on the Mortgage Loans. If that happened, delinquen-
cies and defaults on the Mortgage Loans would directly affect the amounts that Certificateholders
would receive each month. Our guaranty is not backed by the full faith and credit of the United States.
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Distribution Dates. We will make monthly payments on the 25th day of each calendar month, or
the next business day if the 25th is not a business day. We refer to each such date as a “Distribution
Date.” We will make the first payments to Certificateholders in August 2002.

Record Date. On each Distribution Date, we will make each monthly payment on the Certifi-
cates to Holders of record on the last day of the preceding month.

Class Factors. On or shortly after the 23rd calendar day of each month, we will publish a class
factor (carried to eight decimal places) for each Class of Certificates. When the factor is multiplied by
the original principal balance (or notional principal balance) of a Certificate of that Class, the product
will equal the remaining principal balance (or notional principal balance) of that Certificate after
taking into account payments on the Distribution Date in the same month.

Authorized Denominations. We will issue the Certificates (other than the R and RL Classes) in
minimum denominations of $1,000 and whole dollar increments above that amount. We will issue the
R and RL Classes as single Certificates with no principal balances.

Optional Termination. We have no option to effect an early termination of the Trust. The
Servicer may purchase the Group 1 and Group 3 Loans from the Trust under the circumstances
described in this prospectus under “The Trust Agreement—Termination.”

THE MORTGAGE LOANS

General

We expect that the Trust will consist of approximately 5,416 Mortgage Loans having an aggregate
principal balance of approximately $534,801,734, as of the Issue Date. This aggregate amount may
vary by plus or minus 10%. Fannie Mae, as purchaser, and EMC Mortgage Corporation, as seller (the
“Seller”’) and servicer (in such capacity, together with its subservicers, the “Servicer”’), will be parties
to a sale and servicing agreement dated as of the Issue Date (the “Sale and Servicing Agreement’).

The Mortgage Loans consist of three groups (“Loan Group 1,” “Loan Group 2” and “Loan
Group 3” and each a “Loan Group’) of first lien, one- to four-family, fully amortizing and, in the case
of Loan Group 2, balloon payment loans. All of the Mortgage Loans in Loan Group 1 (the “Group 1
Loans”) bear fixed rates of interest, all of the Mortgage Loans in Loan Group 2 (the “Group 2
Loans”) bear fixed rates of interest and all of the Mortgage Loans in Loan Group 3 (the “Group 3
Loans”) bear adjustable rates of interest. All of the Group 1 and Group 3 Loans are FHA-insured or
partially guaranteed by the VA. Each Mortgage Loan is evidenced by a promissory note or similar
evidence of indebtedness (a “Mortgage Note”’) that is secured by a first mortgage or deed of trust on a
one- to four-family residential property. Each Mortgage Note requires the borrower to make monthly
payments of principal and interest. We refer to the property that secures repayment of a Mortgage
Loan as the “Mortgaged Property.”

While the Mortgage Loans generally have terms not more than 30 years, as of the Issue Date
approximately 0.085% of the Group 1 Loans (based in each case on aggregate principal balance)
provided for a stated maturity date more than 30 years, but generally not more than 40 years, from
their dates of origination. In addition, approximately 7.19% of the Group 2 Loans provide for balloon
payments at maturity and have original maturities of up to 15 years.

Each Mortgage Loan provides that the obligor on the related Mortgage Note (the ‘“borrower’)
must make payments by a scheduled day of each month. This day is fixed at the time of origination. In
addition, each Mortgage Loan provides that each borrower must pay interest on its outstanding
principal balance at the rate specified or described in the related Mortgage Note (the ‘“Mortgage
Interest Rate”). Interest is calculated on the basis of a 360-day year consisting of twelve 30-day
months. If a borrower makes a payment earlier or later than the scheduled due date, the amortization
schedule will not change, nor will the relative application of such payment to principal and interest.
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Group 1 Loans

The information shown on Exhibit A summarizes certain assumed characteristics of the Group 1
Loans as of the Issue Date. The information in the tables is presented in aggregated form, on the basis
of the characteristics specified in the tables, and does not reflect actual or assumed characteristics of
any individual Group 1 Loan. The information in the tables does not give effect to prepayments
received on the Group 1 Loans on or after the Issue Date.

Each of the Group 1 Loans was originated in accordance with the underwriting guidelines of FHA
or VA, as the case may be, and was eligible to be included in a Ginnie Mae pool at the time of
origination as permitted by the rules of the Government National Mortgage Association (‘“Ginnie
Mae”). Substantially all the Group 1 Loans were pooled with Ginnie Mae and then purchased from
the Ginnie Mae pool when the Group 1 Loan had a delinquency that was not cured for at least 90 days,
or that remained at least 30 days delinquent for a period of 4 consecutive months.

A Group 1 Loan is “contractually delinquent” as of the Issue Date if delinquencies that occurred
at any time during the term of the Group 1 Loan have not been cured. As of the Issue Date, no
Group 1 Loan was more than 210 days contractually delinquent. Neither the Servicer nor Fannie Mae
has the right to repurchase a Group 1 Loan from the Trust based upon the Issue Date contractual
delinquency of such Group 1 Loan. However, if at any time the aggregate principal balance of the
Group 1 and Group 3 Loans which are 90 days or more delinquent (‘“90+ Delinquent Loans™) exceeds
49.00% of the aggregate principal balance of the Group 1 and Group 3 Loans taken as a whole, the
Seller is required to repurchase sufficient 90+ Delinquent Loans to cause the percentage of 90+
Delinquent Loans to be less than or equal to 49.00% (but not less than 45.00%).

The Group 1 Loans are fixed-rate mortgage loans. The following tables set forth certain
information, as of the Issue Date, as to the Group 1 Loans. References to ‘“Principal Balance
Outstanding” mean the aggregate of the Stated Principal Balances of the related Mortgage Loans as of
the Issue Date. The sum of the percentage columns in the following tables may not equal 100% due to
rounding.

Contractual Delinquency

Percent of

Principal
Contractual Balance
Delinquency of Loan
(Days) Group 1

Less than 30 ... ... .. 40.65%
B0= B 30.58
60— 8O . . 18.58
O0-1 0 . . 7.71
L2014 . 1.68
100170 . 0.77
180 Or greater ... ... 0.03

Total . . 100.00%
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Issue Date Mortgage Loan Principal Balances (1)

Percent of
Principal
Issue Date Number of Principal Balance
Mortgage Loan Mortgage Balance of Loan
Principal Balances Loans Outstanding Group 1
$ 1- 50,000 ... 789 $ 27,357,782 10.56%
$ 50,001-100,000 . ...t 1,748 125,592,897 48.50
$100,001-150,000 .. ...ttt 644 77,286,239 29.84
$150,001-200,000 .. ...t 145 24,687,685 9.53
$200,001-250,000 .. ... 16 3,435,342 1.33
$250,001-300,000 .. ...t 1 298,686 0.12
$300,001-350,000 .. ...t 1 302,714 0.12
Total . ... . 3,344 $258,961,345 100.00%

(1) As of the Issue Date, the average principal balance for the Group 1 Loans is expected to be approximately $77,441.

Mortgage Interest Rates (1)

Percent of

Principal
Number of Principal Balance
Mortgage Mortgage Balance of Loan
Interest Rates (%) Loans Outstanding Group 1

7.000 OF eSS .« .ottt 640 $ 53,523,959 20.67%
T.001- 7.500 ... . . 860 71,705,970 27.69
T.501- 8.000 ... .. . 754 59,875,633 23.12
8.001- 8.500. .. ... 584 43,984,391 16.98
8.501- 9.000. .. ... . . 242 17,084,510 6.60
9.001- 9.500 . ... . 121 6,785,727 2.62
9.501-10.000. ... ... 62 2,834,781 1.09
10.001-10.500 . . ... o 48 2,151,356 0.83
10.501-11.000 . . . ..o 7 304,408 0.12
11.001 or Greater. .. ... 26 710,609 0.27

Total . ... ... . 3,344 $258,961,345 100.00%

(1) As of the Issue Date, the weighted average mortgage interest rate of the Group 1 Loans is expected to be approximately

7.834%.

Original Terms to Stated Maturity (1)

Percent of
Principal
Original Terms to Number of Principal Balance
Stated Maturity Mortgage Balance of Loan
(Months) Loans Outstanding Group 1
61120 .. 4 $ 154,428 0.06%
121-180 .o 75 2,768,402 1.07
I81-240 .. . 27 1,778,509 0.69
241-300 .. e 51 4,094,698 1.58
301-360 ... 3,182 249,945,498 96.52
361420 ... 5 219,811 0.08
Total . ... 3,344 $258,961,345 100.00%

(1) As of the Issue Date, the weighted average original term to stated maturity of the Group 1 Loans is expected to be

355 months.
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Remaining Terms to Stated Maturity (1)

Percent of

Principal
Remaining Terms to Number of Principal Balance
Stated Maturity Mortgage Balance of Loan
(Months) Loans Outstanding Group 1
60 or Less .. ..o 60 $ 461,546 0.18
B1-120 ... 89 2,386,393 0.92
121180 ..o 146 6,599,474 2.55
181-240 ... 276 13,738,810 5.31
241-300 ... 869 59,151,258 22.84
301-860 ... 1,904 176,623,865 68.20
Total . ... . 3,344 258,961,345 100.00

(1) As of the Issue Date, the weighted average remaining term to stated maturity of the Group 1 Loans is expected to be
approximately 302 months.

Geographic Distribution of Mortgaged Properties

Per(}ent
Number Pril?cipal
of Principal Balance
Mortgage Balance of Loan
State Loans Outstanding Group 1
California . . ....oovu et 246 $ 26,315,632 10.16%
Maryland . ........ ... .. . 195 21,539,189 8.32
North Carolina ............ ... .. .. . .. 309 20,586,508 7.95
Virginia. .. ... 218 20,402,388 7.88
Texas ... e 260 16,045,172 6.20
GEOTZIA . . . oot 180 15,222,200 5.88
TeNNeSSEe .. it 190 12,506,742 4.83
Florida . ... ... 189 12,063,593 4.66
New York. .. ..o 105 10,218,015 3.95
Louisiana .......... .. 134 8,263,141 3.19
TIHNOiS. . oo 90 8,225,143 3.18
Other (38 States) ...........cuiiiii .. 1,228 87,573,623 33.82
Total . ... 3,344 $258,961,345 100.00%

Group 2 Loans

The information shown on Exhibit A summarizes certain assumed characteristics of the Group 2
Loans as of the Issue Date. The information in the tables is presented in aggregated form, on the basis
of the characteristics specified in the tables, and does not reflect actual or assumed characteristics of
any individual Group 2 Loan. The information in the tables does not give effect to prepayments
received on the Group 2 Loans on or after the Issue Date.

Each of the Group 2 Loans was originated in accordance with our eligibility standards, as
described under “—Mortgage Loan Eligibility Standards—Conventional Loans” in this prospectus.

Approximately 35.59% of the Group 2 Loans are subject to prepayment premiums. In most cases,
the prepayment premium is equal to six months’ advance interest calculated on the basis of the rate in
effect at the time of such prepayment on the amount prepaid in excess of 20% of the original balance
of the Group 2 Loan, if the loan is prepaid in full or in part during the first five years after origination.
After the expiration of the applicable prepayment period, however, borrowers may prepay the
mortgage loans at anytime without paying a premium. In no event will Certificateholders be entitled to
any portion of any prepayment premiums paid by borrowers.
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None of the Group 2 Loans is FHA-insured or VA-guaranteed.

For any Distribution Date, the “Weighted Average Net Mortgage Rate” for either the Discount
Loans or the Non-Discount Loans as a group is the weighted average of the Net Mortgage Rates of the
Group 2 Loans in such group during the preceding calendar month, weighted on the basis of the Stated
Principal Balances of such Group 2 Loans immediately before such Distribution Date. The ‘“Weighted
Average Age” is the weighted average loan age of the Group 2 Loans.

The following tables present certain information about the Group 2 Loans as of the Issue Date.
When we use the term “Aggregate Principal Balance Outstanding,” we mean the aggregate of the
Stated Principal Balances of the related Group 2 Loans as of the Issue Date. Because some of the
figures in the tables are rounded, the sums of the percentage columns may not equal 100%.

Current Loan Principal Balances (1)

Weighted Weighted

Aggregate Percent of Average Average

Number of Principal Principal Mortgage Mortgage

Current Mortgage Balance Balance Interest WAM Loan Age

Loan Principal Balances Loans Outstanding of Loans Rate (months) (months)
$ 1-$ 50,000 ............... 82 $ 3,256,917 1.33% 8.288% 307 4
$ 50,001-$100,000 ............... 475 36,892,575 15.08 8.271 332 4
$100,001-$150,000 ............... 474 59,090,091 24.15 8.213 330 4
$150,001-$200,000 ............... 302 52,249,465 21.36 8.207 335 4
$200,001-$250,000 ............... 211 47,152,412 19.27 8.104 331 4
$250,001-$300,000 ............... 111 30,624,410 12.52 8.085 346 4
$300,001-$350,000 ............... 23 7,403,537 3.03 8.210 342 4
$350,001-$400,000 ............... 12 4,430,435 1.81 7.782 355 5
$400,001-$450,000 ............... 7 3,014,568 1.23 8.144 281 4
$500,001-$550,000 ............... 1 538,499 0.22 7.875 356 4

Total ..o 1,698  $244,652,909 100.00%

(1) As of the Issue Date, the average current principal balance for the Group 2 Loans is expected to be approximately $144,083.

Mortgage Interest Rates (1)

Weighted Weighted

Aggregate  Percent of Average Average

Number of Principal Principal Mortgage Mortgage

Mortgage Balance Balance Interest WAM Loan Age

Mortgage Interest Rates (%) Loans Outstanding  of Loans Rate (months) (months)
6.00001- 6.50000 ............... 4 3 774,419 0.32% 6.460% 175 5
6.50001- 7.00000 ............... 54 8,406,245 3.44 6.930 319 3
7.00001- 7.50000 ............... 219 33,193,957 13.57 7.381 333 4
7.50001- 8.00000 ............... 494 72,646,073 29.69 7.839 335 4
8.00001- 8.50000 ............... 499 71,374,442 29.17 8.311 331 4
8.50001- 9.00000 ............... 247 36,521,771 14.93 8.826 336 4
9.00001- 9.50000 ............... 118 14,978,222 6.12 9.329 345 4
9.50001-10.00000 ............... 49 5,166,322 2.11 9.786 350 4
10.00001-10.50000 ............... 11 1,357,287 0.55 10.275 357 3
10.50001-11.00000 ............... 3 234,172 0.10 10.877 357 3

Total ....................... 1,698 $244,652,909 100.00%

(1) As of the Issue Date, the weighted average mortgage rate of the Group 2 Loans is expected to be approximately 8.175% per
annum.
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Original Terms to Stated Maturity (1)

Weighted Weighted
Aggregate Percent of Average Average

Original Terms to Number of Principal Principal Mortgage Mortgage
Stated Maturity Mortgage Balance Balance Interest WAM  Loan Age
(Months) Loans Outstanding  of Loans Rate (months) (months)
180 .o 230 $ 29,885,301 12.22% 8.041% 176 4
240 ... 2 488,706 0.20 7.762 235 5
360 ... 1,466 214,278,902 87.58 8.195 356 4

Total .........o i, 1,698  $244,652,909 100.00%

(1) As of the Issue Date, the weighted average original term to stated maturity of the Group 2 Loans is expected to be
338 months.

Mortgage Loan Age (months) *

Weighted Weighted

Aggregate Percent of Average Average

Number of Principal Principal Mortgage Mortgage

Mortgage Loan Ages Mortgage Balance Balance Interest WAM Loan Age

(months) Loans Outstanding  of Loans Rate (months) (months)
0-12 0o 1,689  $243,229703  99.42% 8.179% 334 4
13-24 ... ... 9 1,423,206 0.58 7.530 345 15

Total ... i, 1,698  $244,652,909 100.00%

* As of the Issue Date, the weighted average mortgage loan age of the Group 2 Loans is expected to be approximately 4 months.

Remaining Terms to Stated Maturity (1)

Weighted Weighted

Aggregate Percent of Average Average

Remaining Terms to Number of Principal Principal Mortgage Mortgage

Stated Maturity Mortgage Balance Balance Interest WAM Loan Age

(Months) Loans Outstanding  of Loans Rate (months) (months)
120-180 . . oo 230 $ 29,885,301  12.22% 8.041% 176 4
181-240. ... ... 2 488,706 0.20 7.762 235 5
301-360.. ... ... 1,466 214,278,902 87.58 8.195 356 4

Total ........... ... . .. 1,698  $244,652,909 100.00%

(1) As of the Issue Date, the weighted average remaining term to stated maturity of the Group 2 Loans is expected to be
approximately 334 months.
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State Distribution of Mortgaged Properties

Weighted Weighted

Aggregate  Percent of Average Average

Number of Principal Principal Mortgage Mortgage

State Distribution Mortgage Balance Balance Interest WAM  Loan Age

of Mortgaged Properties Loans Outstanding of Loans Rate (months) (months)
California ....................... 229 $ 41,247,023 16.86% 7.945% 335 4
New York ....................... 142 30,679,107 12.54 8.226 347 4
Florida.......................... 209 23,243,544 9.50 8.364 341 4
Ilinois . ......................... 73 12,142,879 4.96 8.312 242 5
New Jersey ............c.ooou.. .. 70 11,763,107 4.81 7.979 344 4
Arizona .......... ... ... ... ...... 86 10,605,590 4.33 8.258 349 4
Virginia . ........................ 69 10,455,251 4.27 8.265 342 4
Georgia ......................... 67 8,247,510 3.37 8.383 344 4
Maryland ....................... 54 8,030,920 3.28 8.085 352 3
Texas.........ocooviiiiii. .. 56 7,602,847 3.11 8.310 341 4
Colorado ........................ 47 7,589,131 3.10 8.009 281 4
Other ........................... 596 73,046,000 29.86 8.197 337 4

Total .................. ... 1,698  $244,652,909 100.00%

Group 3 Loans

The information shown on Exhibit A summarizes certain assumed characteristics of the Group 3
Loans as of the Issue Date. The information in the tables is presented in aggregated form, on the basis
of the characteristics specified in the tables, and does not reflect actual or assumed characteristics of
any individual Group 3 Loan. The information in the tables does not give effect to prepayments
received on the Group 3 Loans on or after the Issue Date.

Each of the Group 3 Loans was originated in accordance with the underwriting guidelines of FHA
or VA, as the case may be, and was eligible to be included in a Ginnie Mae pool at the time of
origination as permitted by the rules of the Government National Mortgage Association (‘“Ginnie
Mae”). Substantially all the Group 3 Loans were pooled with Ginnie Mae and then purchased from
the Ginnie Mae pool when the Group 3 Loan had a delinquency that was not cured for at least 90 days,
or that remained at least 30 days delinquent for a period of 4 consecutive months.

A Group 3 Loan is “contractually delinquent” as of the Issue Date if delinquencies that occurred
at any time during the term of the Group 3 Loan have not been cured. As of the Issue Date, no
Group 3 Loan was more than 90 days contractually delinquent. Neither the Servicer nor Fannie Mae
has the right to repurchase a Group 3 Loan from the Trust based upon the Issue Date contractual
delinquency of such Group 3 Loan. However, if at any time the aggregate principal balance of the
Group 1 and Group 3 Loans which are 90 days or more delinquent (‘“90+ Delinquent Loans”) exceeds
49.00% of the aggregate principal balance of the Group 1 and Group 3 Loans taken as a whole, the
Seller is required to repurchase sufficient 90+ Delinquent Loans to cause the percentage of 90+
Delinquent Loans to be less than or equal to 49.00% (but not less than 45.00%).

Each Group 3 Loan has a Mortgage Interest Rate which is subject to adjustment on the dates
(each such date, an “Interest Adjustment Date’”) specified in the related Mortgage Note to equal the
sum of the index, which is the weekly average yield on United States Treasury securities adjusted to a
constant maturity of one year (“1 Year CMT”) plus a fixed percentage amount specified in the
Mortgage Note (the “Interest Rate Margin”), subject to the limitations described in this paragraph.
Generally, the index value used will be the value most recently published 30 days prior to the
applicable Interest Adjustment Date. The Mortgage Interest Rate on each Group 3 Loan will not
increase or decrease by more than 1% (the “Mortgage Interest Rate Periodic Cap’) on any Interest
Adjustment Date. The Mortgage Interest Rate on each Group 3 Loan will not exceed a specified
maximum mortgage interest rate over the life of that Mortgage Loan (the “Mortgage Interest Rate
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Life Cap”) or be less than a specified minimum Mortgage Interest Rate over the life of that Mortgage

Loan (the “Mortgage Interest Rate Life Floor”).

The following tables set forth certain information, as of the Issue Date, as to the Group 3 Loans.
References to “Principal Balance Outstanding” represent the aggregate of the Stated Principal
Balances of the related Mortgage Loans as of the Issue Date. The sum of the percentage columns in

the following tables may not equal 100% due to rounding.

Contractual Delinquency

Percent of
Principal
Contractual Balance
Delinquency of Loan
(Days) Group 3
Less than 30 Days .......... . 55.52%
B0-D9 . o 27.60
B0-89 . . 13.73
00 . 3.14
Total .. 100.00%
Issue Date Mortgage Loan Principal Balances (1)
Percent of
Principal
Number of Principal Balance
Issue Date Mortgage Loan Mortgage Balance of Loan
Principal Balances ($) Loans Outstanding Group 3
$ 1- 50,000 ... ... . . 52 $ 2,231,671 7.16%
$ 50,001-100,000 . . ... ... 215 15,976,846 51.23
$100,001-150,000 . . ... .ot 99 11,616,471 37.25
$150,001-200,000 . . . . o\ oo 7 1,132,032 3.63
$200,001-250,000 . ... ... 1 230,460 0.74
) 374 $31,187,481  100.00%

(1) As of the Issue Date, the average principal balance for the Group 3 Loans is expected to be approximately $83,389.

Mortgage Interest Rates (1)

Percent of
Principal
Number of Principal Balance
Mortgage Balance of Loan
Mortgage Interest Rates (%) Loans Outstanding Group 3
7.000 or Less . ....oii 155 $12,964,188 41.57%
T.001-7.500 . ... . 99 7,721,412 24.76
T.501-8.000 . . ... . 108 9,184,712 29.45
8.001-8.500 . ... . 11 1,175,026 3.77
8.501-9.000 . ... ... 1 142,144 0.46
TOtAl. o v oo e 374 $31,187,481  100.00%

(1) As of the Issue Date, the weighted average Mortgage Interest Rate of the Group 3 Loans is expected to be approximately

7.081%.
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Original Terms to Stated Maturity (1)

Percent of
Principal
Number of Principal Balance
Original Terms to Stated Maturity Mortgage Balance of Loan
(Months) Loans Outstanding Group 3
300 374 $31,187,481 100.00%
Total. . ... ... e 374 $31,187,481 100.00%

(1) As of the Issue Date, the weighted average original term to stated maturity of the Group 3 Loans is expected to be
approximately 360 months.

Remaining Terms to Stated Maturity (1)

Percent of
Principal
Number of Principal Balance
Remaining Terms Mortgage Balance of Loan
to Stated Maturity (Months) Loans Outstanding Group 3
121180 . e 2 $ 67,856 0.22%
181-240 . . . . 28 1,787,227 5.73
241-300 . ... 252 20,864,644 66.90
B0T-860 . . ..ot 92 8,467,754  27.15
) P 374 $31,187,481  100.00%

(1) As of the Issue Date, the weighted average remaining term to stated maturity of the Group 3 Loans is expected to be
approximately 282 months.

Mortgage Interest Rate Life Caps (1)

Percent of
Principal
Number of Principal Balance
Mortgage Interest Rate Mortgage Balance of Loan
Life Caps (%) Loans Outstanding Group 3
10.00000-10.49999 . ... ... ... 24 $ 1,972,469 6.32%
10.50000-10.99999 ... ... . ... 48 3,997,075 12.82
11.00000-11.49999 . ... . .. . 80 6,827,744 21.89
11.50000-11.99999 . ... . .. . 95 8,178,444 26.22
12.00000 or Greater ...............oiuiiiniii.. 127 10,211,749 32.74
TOtal. . . oo e 374 $31,187,481  100.00%

(1) As of the Issue Date, the weighted average Mortgage Interest Rate Life Cap of the Group 3 Loans is expected to be
approximately 11.518%.

Next Interest Adjustment Dates

Percent of
Principal
Number of Principal Balance
Next Interest Mortgage Balance of Loan
Adjustment Dates Loans Outstanding Group 3
October 2002 . ... ... .. 92 $ 7,422,298 23.80%
January 2003 ... ... 111 9,757,692 31.29
APTil 2003 . oo 71 5,352,893 17.16
July 2003 . ... 100 8,654,598 27.75
) P 374 $31,187,481  100.00%
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Mortgage Interest Rate Margins (1)

Percent of
Principal
Number of Principal Balance
Mortgage Interest Rate Mortgage Balance of Loan
Margins (%) Loans Outstanding Group 3
2.00-2.49 . . .. 160 $12,250,741 39.28%
2.50-2.99 . .. 188 16,682,114 53.17
3.00-3.49 L 26 2,354,625 7.55
TOtAl. o v oo 374 $31,187,481  100.00%

(1) As of the Issue Date, the weighted average Mortgage Interest Rate Margin of the Group 3 Loans is expected to be
approximately 2.472%.

Mortgage Interest Rate Periodic Cap

Percent of
Principal
Number of Principal Balance
Mortgage Interest Rate Mortgage Balance of Loan
Periodic Cap (%) Loans Outstanding Group 3
1.00000 . ... 374 $31,187,481 100.00%
TOtal. .. 374 $31,187,481  100.00%
Geographic Distribution of Mortgaged Properties
Percent of
Number of Principal Principal
Mortgage Balance Balance of
State Loans Outstanding Loan Group 3
California......... ... ... .. . . . . 41 $ 4,385,501 14.06%
Maryland . .......... ... .. . 43 4,346,492 13.94
THNois . ... 34 3,035,188 9.73
Florida ....... ... ... . . . . . 23 1,616,979 5.18
GeOTZIA . . ..ot 21 1,673,263 5.04
New York ... 16 1,655,751 4.99
Washington . ........ ... ... ... .. . .. 13 1,305,331 4.19
Pennsylvania........... ... ... ... ... ... ... ... .. .. ..... 18 1,220,902 3.91
North Carolina . ............... ... 12 1,069,654 3.43
Nevada . ... 11 1,046,117 3.35
Virginia . ... . 11 1,018,282 3.27
Other (29 States) .............. i, 131 9,014,021 28.90
TOtal . oot 374 $31,187,481 100.00%

Fannie Mae Mortgage Purchase Program
General

We summarize below certain aspects of our program for purchasing residential mortgage loans for
inclusion in a given pool. We may grant exceptions to the requirements of the program for a particular
transaction. In several instances, the characteristics of the Mortgage Loans included in the Trust do
not match the criteria described below. For more specific details regarding the Mortgage Loans
included in the Trust see “The Mortgage Loans—General” above.

The mortgage loans we purchase must meet standards required by the law under which we were
chartered, which we refer to as the Charter Act. These standards require that the mortgage loans be, in
our judgment, of a quality, type and class consistent with the purchase standards imposed by private
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institutional mortgage investors. Consistent with those requirements, and with the purposes for which
we were chartered, we establish eligibility criteria and policies for the mortgage loans we purchase, for
the sellers from whom we purchase loans, and for the servicers who service our mortgage loans.

Selling and Servicing Guides

Our eligibility criteria and policies, summarized below, are set forth in our Selling and Servicing
Guides and updates and amendments to these Guides. We amend our Guides and our eligibility
criteria and policies from time to time. This means it is possible that not all the mortgage loans in a
particular pool will be subject to the same eligibility standards. It also means that the standards
described in the Guides may not be the same as the standards that applied when loans in a particular
pool were originated. We may also waive or modify our eligibility and loan underwriting requirements
or policies when we purchase mortgage loans.

Mortgage Loan Eligibility Standards—Government Insured Loans

Dollar Limitations

The Charter Act sets no maximum dollar limitations on the loans that we can purchase if the
loans are government loans.

The maximum loan amount for FHA-insured single-family mortgage loans is established by
statute. As of January, 2002, the basic maximum loan amount for most FHA-insured single-family
mortgage loans is $144,336 for a one-unit dwelling, $184,752 for a two-unit dwelling, $223,296 for a
three-unit dwelling, and $277,512 for a four-unit dwelling. In high-cost areas, as designated by HUD/
FHA, the maximum loan amount may be increased up to $261,609 for a one-unit dwelling, $334,863
for a two-unit dwelling, $404,724 for a three-unit dwelling, and $502,990 for a four-unit dwelling. In
addition, the maximum loan amount for FHA-insured mortgages secured by property located in
Alaska, Guam, Hawaii, and the Virgin Islands may be adjusted up to 150% of HUD/FHA'’s high-cost
area limits. We purchase FHA mortgages up to the maximum original principal amount that the FHA
will insure for the area in which the property is located.

The VA does not establish a maximum loan amount for VA guaranteed loans secured by single-
family one- to four-unit properties. We will purchase VA mortgages up to our current maximum
original principal amount for conforming loans secured by similar one- to four-unit properties.

The Rural Housing Service has no maximum dollar limit for loans it guarantees. We will purchase
RHS mortgages up to our current maximum original principal amount for conforming loans secured
by similar one- to four-unit properties.

Loan-to-Value Ratios

The maximum loan-to-value ratio for FHA-insured and VA-guaranteed mortgage loans we
purchase is the maximum established by the FHA or VA for the particular program under which the
mortgage was insured or guaranteed. The maximum loan-to-value ratio for RHS guaranteed mortgage
loans we purchase is 100%.

Underwriting Guidelines

FHA-insured, VA-guaranteed and Rural Housing Service mortgage loans that we purchase must
be originated in accordance with the applicable requirements and underwriting standards of the
agency providing the insurance or guaranty. Each insured or guaranteed loan that we purchase must
have in effect a valid mortgage insurance certificate or loan guaranty certificate. In the case of VA
loans, the unguaranteed portion of the VA loan amount cannot be greater than 75% of the purchase
price of the property or 75% of the VA’s valuation estimate, whichever is less.
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Mortgage Loan Eligibility Standards—Conventional Loans
Dollar Limitations

The Charter Act requires that we establish maximum original principal balance dollar limitations
for the conventional loans that we purchase. These limitations, which we refer to as our conforming
loan limits, typically are adjusted annually. As of January 1, 2002, our conforming loan limit for
conventional loans secured by first liens on residences containing one dwelling unit is $300,700, except
for mortgage loans secured by property in Alaska, Guam, Hawaii or the Virgin Islands where it is
$451,050. Our conforming loan limit as of January 1, 2002 for conventional loans secured by first liens
on residences containing two dwelling units is $384,900, three dwelling units is $465,200 and four
dwelling units is $578,150, except for mortgage loans secured by property in Alaska, Guam, Hawaii, or
the Virgin Islands where for two dwelling units it is $577,350, for three dwelling units it is $697,800
and for four dwelling units it is $867,225. Our conforming loan limit for mortgage loans secured by
subordinate liens on single-family one- to four-unit residences is 50% of the amount for first lien loans
secured by one unit residences, or, as of January 1, 2002, $150,350, except in Alaska, Guam, Hawaii
and the Virgin Islands, where it is $225,525. In addition, the aggregate original principal balance of all
the mortgage loans we own that are secured by the same residence cannot exceed the amount of our
first lien conforming loan limit for single-family one- to four-unit residences. Aside from the limits
imposed under the Charter Act, we may, from time to time, impose maximum dollar limitations on
specific types of mortgage loans that we purchase.

Loan-to-Value Ratios

The Charter Act requires that we obtain credit enhancement whenever we purchase a conven-
tional mortgage loan secured by a single-family one- to four-unit residence with a loan-to-value ratio
over 80%. The credit enhancement may take several forms, including mortgage insurance issued by an
insurer acceptable to us covering the amount in excess of 80%, repurchase arrangements with the
seller of the mortgage loans, and seller-retained participation interests. In our discretion, we may
impose credit enhancement requirements that are more restrictive than those of the Charter Act.

Our loan-to-value ratio requirements for loans we purchase vary depending upon a variety of
factors which, for example, can include the type of loan, the loan purpose, loan amount, number of
dwelling units in the property securing the loan, repayment terms and borrower credit history.
Depending upon these factors, the loan-to-value ratio can be as high as 100%.

Underwriting Guidelines

We have established underwriting guidelines for mortgage loans that we purchase. These
guidelines are designed to provide a comprehensive analysis of the characteristics of a borrower and a
mortgage loan, including such factors as the borrower’s credit history, the purpose of the loan, the
property value and the loan amount.

We review and change our underwriting guidelines, from time to time, including expanding our
underwriting criteria in order to make home loans more accessible to borrowers who are members of
groups that have been underserved by mortgage lenders, including low and moderate income families,
people with no prior credit history and those with less than perfect credit history, rural residents and
people with special housing needs. In our discretion, we may grant waivers from our underwriting
guidelines when we purchase any particular mortgage loan.

DESCRIPTION OF THE CERTIFICATES

Book-Entry Procedures

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

Title to DTC Certificates. The DTC Certificates will be registered at all times in the name of the
nominee of DTC. Under its normal procedures, DTC will record the amount of Certificates held by
each firm which participates in the book-entry system of DTC (each, a “DTC Participant”), whether
held for its own account or on behalf of another person. Initially, we will act as paying agent for the
Certificates. In addition, State Street Bank and T'rust Company (‘“‘State Street””) will perform certain
administrative functions in connection with the Certificates.

A “beneficial owner” or an “investor” is anyone who acquires a beneficial ownership interest in
the DTC Certificates. As an investor, you will not receive a physical certificate. Instead, your interest
will be recorded on the records of the brokerage firm, bank, thrift institution or other financial
intermediary (a “financial intermediary’’) that maintains an account for you. In turn, the record
ownership of the financial intermediary that holds your DTC Certificates will be recorded by DTC. If
the intermediary is not a DT'C Participant, the record ownership of the intermediary will be recorded
by a DTC Participant acting on its behalf. Therefore, you must rely on these various arrangements to
transfer your beneficial ownership interest in the DTC Certificates only under the procedures of your
financial intermediary and of DTC Participants. In general, ownership of DTC Certificates will be
subject to the prevailing rules, regulations and procedures governing the DTC and DT'C Participants.

Fed Book-Entry Certificates. The Fed Book-Entry Certificates will be issued and maintained
only on the book-entry system of the Federal Reserve Banks. The Fed Book-Entry Certificates may be
held of record only by entities eligible to maintain book-entry accounts with the Federal Reserve
Banks. Beneficial owners ordinarily will hold Fed Book-Entry Certificates through one or more
financial intermediaries, such as banks, brokerage firms and securities clearing organizations. A
Holder that is not the beneficial owner of a Fed Book-Entry Certificate, and each other financial
intermediary in the chain to the beneficial owner, will have to establish and maintain accounts for
their respective customers. A beneficial owner’s rights with respect to us and the Federal Reserve
Banks may be exercised only through the Holder of the related Fed Book-Entry Certificate. Neither
we nor the Federal Reserve Banks will have any direct obligation to a beneficial owner of a Fed Book-
Entry Certificate that is not the Holder of that Certificate. The Federal Reserve Banks will act only
upon the instructions of the Holder in recording transfers of a Fed Book-Entry Certificate.

We have a fiscal agency agreement in effect with the Federal Reserve Bank of New York. Under
this agreement, the regulations (found at 24 C.F.R. Part 81, Subpart E) that govern our use of the
book-entry system and the pledging and transfer of interests apply to the Fed Book-Entry Certificates.
These regulations may be modified, amended, supplemented, superseded, eliminated or otherwise
altered without the consent of any Certificateholder. The Federal Reserve Banks’ operating circulars
and letters also apply. The Fed Book-Entry Certificates are freely transferable on the records of any
Federal Reserve Bank but are not convertible to physical certificates. Certificates maintained on the
book-entry system of a Federal Reserve Bank can be separately traded and owned.

Method of Payment. We will direct payments on the DTC Certificates to DTC in immediately
available funds. In turn, DTC will credit the payments to the accounts of the appropriate DTC
Participants, in accordance with the DTC’s procedures. These procedures currently provide for
payments made in same-day funds to be settled through the New York Clearing House. DTC
Participants and financial intermediaries will direct the payments to the investors in DTC Certificates
that they represent.
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Our fiscal agent for the Fed Book-Entry Certificates is the Federal Reserve Bank of New York. On
each Distribution Date, the Federal Reserve Banks, acting on our behalf, will make payments on the
Fed Book-Entry Certificates by crediting Holders’ accounts at the Federal Reserve Banks.

Interest Payments on the Certificates

Categories of Classes—Interest. For the purpose of interest payments, the Classes will be
categorized as follows:

Interest Type* Classes

Group 1 Classes

Fixed Rate .. ... ... . Al, A2 and A3
Weighted Average Coupon . ....... ... ... it . 11

Interest Only .. ... . . 11
Principal Only . ... ... . P1

Group 2 Classes

Fixed Rate ..... ... A4 and A5
Floating Rate . ......... ... . F

Inverse Floating Rate. .. ....... ... ... .. . . . . .. S
Weighted Average Coupon . ....... ... ...t . 12

Interest Only .. ... . . S and 12
Principal Only . ... .. . P2

Group 3 Class

Weighted Average Coupon . .............. i, A6

No Payment Residual .............. ... ... ... ... ... ............... R and RL

* See “—Class Definitions and Abbreviations” below.

Interest Calculation. We will pay interest on the Certificates at the applicable annual interest
rates shown on the cover or described in this prospectus. We will calculate interest based on a 360-day
year consisting of twelve 30-day months. We will pay interest monthly on each Distribution Date,
beginning in August 2002.

Interest to be paid on each interest-bearing Certificate on each Distribution Date will consist of
one month’s interest on the outstanding principal balance of that Certificate immediately prior to that
Distribution Date.

Interest Accrual Periods. Interest to be paid on each Distribution Date will accrue on the
Certificates during the applicable one-month periods set forth below (each, an “Interest Accrual
Period”).

Classes Interest Accrual Period
All interest-bearing Classes other than Calendar month preceding the month in
the F and S Classes (collectively, the which the Distribution Date occurs
“Delay Classes’)
The F and S Classes One-month period beginning on the 25th day

of the month preceding the month in which
the Distribution Date occurs

See “Risk Factors—Delayed payments reduce yield and market value” in this prospectus.

The Dealer will treat the P1 and P2 Classes as Delay Classes solely for the purpose of facilitating
trading.

Notional Classes. The Notional Classes will not have principal balances. During each Interest
Accrual Period, the Notional Classes will bear interest on their notional principal balances at their
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applicable interest rates. The notional principal balances of the Notional Classes will be calculated as
specified under “Reference Sheet—Notional Classes” in this prospectus.

We use the notional principal balance of a Notional Class to determine interest payments on that
Class. Although a Notional Class will not have a principal balance and will not be entitled to any
principal payments, we will publish a class factor for each Notional Class. References in this
prospectus to the principal balances of the Certificates generally shall refer also to the notional
principal balances of the Notional Classes.

Floating Rate and Inverse Floating Rate Classes. During each Interest Accrual Period, the
Floating Rate and Inverse Floating Rate Classes will bear interest at rates determined as described
under “Reference Sheet—Interest Payments™ in this prospectus.

Changes in the specified interest rate index (the “Index”) will affect the yields with respect to the
related Classes. These changes may not correspond to changes in mortgage interest rates. Lower
mortgage interest rates could occur while an increase in the level of the Index occurs. Similarly, higher
mortgage interest rates could occur while a decrease in the level of the Index occurs.

Our establishment of each Index value and our determination of the interest rate for each
applicable Class for the related Interest Accrual Period will be final and binding in the absence of
manifest error. You may obtain each such interest rate by telephoning us at 1-800-237-8627 or
202-752-65417.

Weighted Average Coupon Classes. During the initial Interest Accrual Period, we expect the
I1 Class to bear interest at the approximate annual rate of 0.37049%. During each subsequent Interest
Accrual Period, the 11 Class will bear interest at an annual rate equal to the weighted average of the
excess, if any, of the Net Mortgage Rate of every Category 1-II and Category 1-III Loan, weighted on
the basis of their Stated Principal Balances as of the beginning of that period, over (i) 6.71% in the
case of the Category 1-II Loans and (ii) 7.50% in the case of the Category 1-III Loans.

During the initial Interest Accrual Period, we expect the I2 Class to bear interest at the
approximate annual rate of 0.13019%. During each subsequent Interest Accrual Period, the 12 Class
will bear interest at an annual rate equal to the weighted average of the excess, if any, of the Net
Mortgage Rate of every Category 2-1I, Category 2-IV and Category 2-VI Loan, weighted on the basis
of their Stated Principal Balances as of the beginning of that period, over (i) 7.00% in the case of the
Category 2-II and Category 2-IV Loans and (ii) 8.50% in the case of the Category 2-VI Loans.

13

For a description of certain capitalized terms used in this section, see ‘“—Certain Definitions

Relating to Payments on the Certificates” in this prospectus.

During the initial Interest Accrual Period, we expect the A6 Class to bear interest at the
approximate annual rate of 6.44306%. During each subsequent Interest Accrual Period, the A6 Class
will bear interest at an annual rate equal to the weighted average of the Net Mortgage Rates of the
Group 3 Loans during that period, weighted on the basis of their Stated Principal Balances as of the
beginning of that period.

Our determination of the interest rates for the I1, I2 and A6 Classes for the related Interest
Accrual Period will be final and binding in the absence of manifest error. You may obtain each such
interest rate by telephoning us at 1-800-237-8627 or 202-752-65417.

Calculation of One-Month LIBOR

General. The “Index Determination Date” for each Floating Rate and Inverse Floating Rate
Class means the second business day before the first day of each Interest Accrual Period (or, in the
case of the initial Interest Accrual Period, July 23, 2002). For purposes of calculating One-Month
LIBOR, the term “business day”” means a day on which banks are open for dealing in foreign currency
and exchange in London and New York City.

We are responsible for calculating One-Month LIBOR on each Index Determination Date using
the method described below.
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Calculation Method. We will calculate One-Month LIBOR on each Index Determination Date
based on the Interest Settlement Rate of the British Bankers’ Association (“BBA”) for one-month
U.S. dollar deposits. The “Interest Settlement Rate” is found on Telerate Page 3750 as of 11:00 a.m.
(London time) on that date. Currently, it is based on rates quoted by 16 BBA-designated banks as
being, in their view, the offered rate at which these deposits are being quoted to prime banks in the
London interbank market. The Interest Settlement Rate is calculated by eliminating the four highest
rates and the four lowest rates, averaging the eight remaining rates, carrying the percentage result to
six decimal places and rounding to five decimal places.

If we are unable to use the method described above, we will calculate One-Month LIBOR using
the quotations for one-month U.S. dollar deposits offered by the principal London office of each of the
Reference Banks (as defined below) as of 11:00 a.m. (London time) on each Index Determination
Date. We may rely on these quotations as they appear on the Reuters Screen LIBO Page (as defined in
the International Swap Dealers Association, Inc. Code of Standard Wording, Assumptions and
Provisions for Swaps, 1986 Edition). Alternatively, we may obtain them directly from the Reference
Banks.

Under this method, One-Month LIBOR is calculated on each Index Determination Date as
follows:

o If at least two Reference Banks are making quotations, One-Month LIBOR for the next
Interest Accrual Period shall be the arithmetic mean of those quotations (rounded upwards, if
necessary, to the nearest /32 of 1%).

e Otherwise, One-Month LIBOR for the next Interest Accrual Period shall be the One-Month
LIBOR that was determined on the previous Index Determination Date or the Reserve Interest
Rate, whichever is higher.

The “Reserve Interest Rate” means the annual rate that we determine as the arithmetic mean
(rounded upwards, if necessary, to the nearest '/s2 of 1%) of the one-month U.S. dollar lending rates
that New York City banks (which we select) are then quoting to the principal London offices of at
least two of the Reference Banks. If we cannot establish the arithmetic mean, then the Reserve
Interest Rate is the lowest one-month U.S. dollar lending rate that New York City banks (which we
select) are then quoting to leading European banks. The term ‘“Reference Bank” means a leading
bank (that we do not control either solely or with a third party) which engages in Eurodollar deposit
transactions in the international Eurocurrency market.

If we are unable to calculate LIBOR on the initial Index Determination Date, LIBOR for the
following Interest Accrual Period will be equal to 1.84%.

Principal Payments on the Certificates

General. The outstanding principal balance of any Certificate as of any date of determination is
equal to the initial outstanding principal balance of that Certificate, reduced by all amounts previously
paid as principal on that Certificate.

(43

We define certain capitalized terms used in the following section under “—Certain Definitions

Relating to Payments on the Certificates” below.
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Categories of Classes—Principal. For the purpose of principal payments, the Classes will be
categorized as follows:

Principal Type* Classes
Group 1 Classes

Pass-Through ........ .. .. . . . . . A1, A2, A3 and P1
Notional .. ... .. 11

Group 2 Classes

Pass-Through ....... ... .. . . . . . A4, A5, F and P2
Notional . ... .. 12 and S

Group 3 Class
Pass-Through
No Payment Residual .............. ... ... ... ... ... ... ...... R and RL

* See “—Class Definitions and Abbreviations.”

Principal Distribution Amount

Group 1 Principal Distribution Amount

On the Distribution Date in each month, we will pay principal in an aggregate amount (the
“Group 1 Principal Distribution Amount’’) equal to the sum of the following:

e the P1 Principal Distribution Amount,

e the Category 1-I Non-PO Principal Distribution Amount,
e the Category 1-II Principal Distribution Amount, and

¢ the Category 1-III Principal Distribution Amount.

On each Distribution Date, we will pay the P1 Principal Distribution Amount as )
principal of the P1 Class, until its principal balance is reduced to zero.

On each Distribution Date, we will pay the Category 1-I Non-PO Principal Distribu-
tion Amount and the Category 1-II Principal Distribution Amount, concurrently, as |pass.
principal of the A1l and A2 Classes, pro rata (or 58.0000002859% and 41.9999997141%, Through
respectively), until their principal balances are reduced to zero.

On each Distribution Date, we will pay the Category 1-IIT Principal Distribution
Amount as principal of the A3 Class, until its principal balance is reduced to zero. ]

We will include principal prepayments on the Group 1 Loans (including net liquidation proceeds)
in amounts paid as principal of the Group 1 Classes on each Distribution Date, provided that the
Servicer gives us information about them in time for the published class factors for that month. See
“Reference Sheet—Class Factors”™ in this prospectus. If we do not receive the information on time, we
will pay the prepayments on the Group 1 Loans on the next Distribution Date.

Group 2 Principal Distribution Amount

On the Distribution Date in each month, we will pay principal in an aggregate amount (the
“Group 2 Principal Distribution Amount”) equal to the sum of the following:

e the P2 Principal Distribution Amount,
» the Category 2-1 Non-PO Principal Distribution Amount,
e the Category 2-III Non-PO Principal Distribution Amount,
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 the Category 2-V Non-PO Principal Distribution Amount,
e the Category 2-II Principal Distribution Amount,
e the Category 2-1V Principal Distribution Amount, and

e the Category 2-VI Principal Distribution Amount.

On each Distribution Date, we will pay the P2 Principal Distribution Amount as
principal of the P2 Class, until its principal balance is reduced to zero.

On each Distribution Date, we will pay the Category 2-1 Non-PO Principal Distribu-
tion Amount and the Category 2-II Principal Distribution Amount as principal of the

A4 Class, until its principal balance is reduced to zero.

Pass-
Through

On each Distribution Date, we will pay the Category 2-III Non-PO Principal (classes
Distribution Amount and the Category 2-IV Principal Distribution Amount as principal of
the A5 Class, until its principal balance is reduced to zero.

On each Distribution Date, we will pay the Category 2-V Non-PO Principal Distribu-
tion Amount and the Category 2-VI Principal Distribution Amount as principal of the
F Class, until its principal balance is reduced to zero.

We will include principal prepayments on the Group 2 Loans (including net liquidation proceeds)
in amounts paid as principal of the Group 2 Classes on each Distribution Date, provided that the
Servicer gives us information about them in time for the published class factors for that month. See
“References Sheet—Class Factors” in this prospectus. If we do not receive the information on time,
we will pay the prepayments on the Group 2 Loans on the next Distribution Date.

Group 3 Principal Distribution Amount

On each Distribution Date, we will pay the Group 3 Principal Distribution Amount as b
principal of the A6 Class, until its principal balance is reduced to zero. See “—Certain g?li?)-ugh
Definitions Relating to Payments on the Certificates” below. o

Certain Definitions Relating to Payments on the Certificates
Category 1-I Loans. Group 1 Loans having Net Mortgage Rates lower than 6.71%.

Category 1-I Non-PO Principal Distribution Amount. For any Distribution Date, the aggregate
of the following amounts for all Category 1-I Loans, without duplication:

e the Group 1 Non-PO Percentage of the monthly payment of principal due on each Category 1-I
Loan during the related Due Period, plus

e the Group 1 Non-PO Percentage of the Stated Principal Balance of each Category 1-1 Loan
that Fannie Mae, the Servicer or the Seller repurchases during the related Due Period, plus

e the Group 1 Non-PO Percentage of the Stated Principal Balance of each Category 1-1 Loan
reported as having become a Liquidated Loan during the related Due Period, plus

e the Group 1 Non-PO Percentage of any partial or full principal prepayment reported as having
been received during the related Due Period from borrowers on any Category 1-1 Loan.

The related subservicer may apply the foregoing amounts in respect of unscheduled principal
received during the calendar month immediately preceding the month in which the Distribution Date
occurs, rather than during the related Due Period.

Category 1-II Loans. Group 1 Loans having Net Mortgage Rates ranging from 6.71% to, but not
including, 7.50%.
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Category 1-II Principal Distribution Amount. For any Distribution Date, the aggregate of the
following amounts for all Category 1-II Loans, without duplication:

e the monthly payment of principal due on each Category 1-II Loan during the related Due
Period, plus

 the Stated Principal Balance of each Category 1-II Loan that Fannie Mae, the Servicer or the
Seller repurchases during the related Due Period, plus

» the Stated Principal Balance of each Category 1-II Loan reported as having become a
Liquidated Loan during the related Due Period, plus

e any partial or full principal prepayment reported as having been received during the related
Due Period from borrowers on any Category 1-II Loan.

The related subservicer may apply the foregoing amounts in respect of unscheduled principal
received during the calendar month immediately preceding the month in which the Distribution Date
occurs, rather than during the related Due Period.

Category 1-III Loans. Group 1 Loans having Net Mortgage Rates equal to or greater than
7.50%.

Category 1-III Principal Distribution Amount. For any Distribution Date, the aggregate of the
following amounts for all Category 1-III Loans, without duplication:

e the monthly payment of principal due on each Category 1-III Loan during the related Due
Period, plus

» the Stated Principal Balance of each Category 1-III Loan that Fannie Mae, the Servicer or the
Seller repurchases during the related Due Period, plus

» the Stated Principal Balance of each Category 1-III Loan reported as having become a
Liquidated Loan during the related Due Period, plus

e any partial or full principal prepayment reported as having been received during the related
Due Period from borrowers on any Category 1-III Loan.

The related subservicer may apply the foregoing amounts in respect of unscheduled principal
received during the calendar month immediately preceding the month in which the Distribution Date
occurs, rather than during the related Due Period.

Category 2-1 Loans. Group 2 Loans having original maturities of 15 years and Net Mortgage
Rates lower than 7.00%.

Category 2-1 Non-PO Principal Distribution Amount. For any Distribution Date, the aggregate
of the following amounts for all Category 2-1 Loans, without duplication:

 the applicable Group 2 Non-PO Percentage of the monthly payment of principal due on each
Category 2-1 Loan during the related Due Period, plus

e the applicable Group 2 Non-PO Percentage of the Stated Principal Balance of each Cate-
gory 2-1 Loan that Fannie Mae, the Servicer or the Seller repurchases during the related Due
Period, plus

 the applicable Group 2 Non-PO Percentage of the Stated Principal Balance of each Cate-
gory 2-1 Loan reported as having become a Liquidated Loan during the related Due Period, plus

 the applicable Group 2 Non-PO Percentage of any partial or full principal payment reported as
having been received from borrowers on any Category 2-1 Loan during the related Due Period.
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The related subservicer may apply the foregoing amounts in respect of unscheduled principal
received during the calendar month immediately preceding the month in which the Distribution Date
occurs, rather than during the related Due Period.

Category 2-1I Loans. Group 2 Loans having original maturities of 15 years and Net Mortgage
Rates equal to or greater than 7.00%.

Category 2-1I Principal Distribution Amount. For any Distribution Date, the aggregate of the
following amounts for all Category 2-II Loans, without duplication:

e the monthly payment of principal due on each Category 2-II Loan during the related Due
Period, plus

 the Stated Principal Balance of each Category 2-II Loan that Fannie Mae, the Servicer or the
Seller repurchases during the related Due Period, plus

e the Stated Principal Balance of each Category 2-II Loan reported as having become a
Liquidated Loan during the related Due Period, plus

e any partial or full principal payment reported as having been received from borrowers on any
Category 2-II Loan during the related Due Period.

The related subservicer may apply the foregoing amounts in respect of unscheduled principal
received during the calendar month immediately preceding the month in which the Distribution Date
occurs, rather than during the related Due Period.

Category 2-III Loans. Group 2 Loans having original maturities of 30 years and Net Mortgage
Rates lower than 7.00%.

Category 2-1I1 Non-PO Principal Distribution Amount. For any Distribution Date, the aggre-
gate of the following amounts for all Category 2-III Loans, without duplication:

 the applicable Group 2 Non-PO Percentage of the monthly payment of principal due on each
Category 2-II1 Loan during the related Due Period, plus

e the applicable Group 2 Non-PO Percentage of the Stated Principal Balance of each Cate-
gory 2-III Loan that Fannie Mae, the Servicer or the Seller repurchases during the related Due
Period, plus

e the applicable Group 2 Non-PO Percentage of the Stated Principal Balance of each Cate-
gory 2-III Loan reported as having become a Liquidated Loan during the related Due Period,
plus

* the applicable Group 2 Non-PO Percentage of any partial or full principal payment reported as
having been received from borrowers on any Category 2-I1I Loan during the related Due Period.

The related subservicer may apply the foregoing amounts in respect of unscheduled principal
received during the calendar month immediately preceding the month in which the Distribution Date
occurs, rather than during the related Due Period.

Category 2-1V Loans. Group 2 Loans having original maturities of 30 years and Net Mortgage
Rates equal to or greater than 7.00% and lower than 7.50%.

Category 2-1V Principal Distribution Amount. For any Distribution Date, the aggregate of the
following amounts for all Category 2-IV Loans, without duplication:

e the monthly payment of principal due on each Category 2-IV Loan during the related Due
Period, plus

e the Stated Principal Balance of each Category 2-IV Loan that Fannie Mae, the Servicer or the
Seller repurchases during the related Due Period, plus
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» the Stated Principal Balance of each Category 2-IV Loan reported as having become a
Liquidated Loan during the related Due Period, plus

 any partial or full principal payment reported as having been received from borrowers on any
Category 2-1V Loan during the related Due Period.

The related subservicer may apply the foregoing amounts in respect of unscheduled principal
received during the calendar month immediately preceding the month in which the Distribution Date
occurs, rather than during the related Due Period.

Category 2-V Loans. Group 2 Loans having original maturities of 30 years and Net Mortgage
Rates equal to or greater than 7.50% and lower than 8.50%.

Category 2-V Non-PO Principal Distribution Amount. For any Distribution Date, the aggregate
of the following amounts for all Category 2-V Loans, without duplication.

 the applicable Group 2 Non-PO Percentage of the monthly payment of principal due on each
Category 2-V Loan during the related Due Period, plus

» the applicable Group 2 Non-PO Percentage of the Stated Principal Balance of each Cate-
gory 2-V Loan that Fannie Mae, the Servicer or the Seller repurchases during the related Due
Period, plus

 the applicable Group 2 Non-PO Percentage of the Stated Principal Balance of each Cate-
gory 2-V Loan reported as having become a Liquidated Loan during the related Due Period,
plus

 the applicable Group 2 Non-PO Percentage of any partial or full principal payment reported as
having been received from borrowers on any Category 2-V Loan during the related Due Period.

The related subservicer may apply the foregoing amounts in respect of unscheduled principal
received during the calendar month immediately preceding the month in which the Distribution Date
occurs, rather than during the related Due Period.

Category 2-VI Loans. Group 2 Loans having original maturities of 30 years and Net Mortgage
Rates equal to or greater than 8.50%.

Category 2-VI Principal Distribution Amount. For any Distribution Date, the aggregate of the
following amounts for all Category 2-VI Loans, without duplication:

e the monthly payment of principal due on each Category 2-VI Loan during the related Due
Period, plus

» the Stated Principal Balance of each Category 2-VI Loan that Fannie Mae, the Servicer or the
Seller repurchases during the related Due Period, plus

» the Stated Principal Balance of each Category 2-VI Loan reported as having become a
Liquidated Loan during the related Due Period, plus

 any partial or full principal payment reported as having been received from borrowers on any
Category 2-VI Loan during the related Due Period.

The related subservicer may apply the foregoing amounts in respect of unscheduled principal
received during the calendar month immediately preceding the month in which the Distribution Date
occurs, rather than during the related Due Period.

Due Date. For any Distribution Date, the first day of the calendar month in which that
Distribution Date occurs.

Due Period. For any Distribution Date, the period beginning on the second day of the month
immediately preceding the month in which that Distribution Date occurs and ending on the first day
of the month in which that Distribution Date occurs.
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Group 1 Non-PO Percentage. For any Category 1-I Loan, the related Net Mortgage Rate divided
by 6.71%, expressed as a percentage.

Group 1 PO Percentage. For any Category 1-1 Loan, (6.71% minus the related Net Mortgage
Rate) divided by 6.71%, expressed as a percentage.

Group 2 Non-PO Percentage. For any Category 2-I or Category 2-II1 Loan, the related Net
Mortgage Rate divided by 7.00%, expressed as a percentage. For any Category 2-V Loan, the related
Net Mortgage Rate divided by 8.50%, expressed as a percentage.

Group 2 PO Percentage. For any Category 2-1 or Category 2-III Loan, (7.00% minus the related
Net Mortgage Rate) divided by 7.00%, expressed as a percentage. For any Category 2-V Loan, (8.50%
minus the related Net Mortgage Rate) divided by 8.50%, expressed as a percentage.

Group 3 Principal Distribution Amount. For any Distribution Date, the aggregate of the
following amounts for all Group 3 Loans, without duplication:

e the monthly payment of principal due on each Group 3 Loan during the related Due Period,
plus

e the Stated Principal Balance of each Group 3 Loan that Fannie Mae, the Servicer or the Seller
repurchases during the related Due Period, plus

e the Stated Principal Balance of each Group 3 Loan reported as having become a Liquidated
Loan during the related Due Period, plus

e any partial or full principal prepayment reported as having been received during the related
Due Period from borrowers on any Group 3 Loan.

The related subservicer may apply the foregoing amounts in respect of unscheduled principal
received during the calendar month immediately preceding the month in which the Distribution Date
occurs, rather than during the related Due Period.

Liquidated Loan. A defaulted Mortgage Loan with respect to which the Servicer has concluded
that the full amount finally recoverable on account of that loan has been received, whether or not this
amount is equal to the principal balance of that loan.

Net Mortgage Rate. For any Mortgage Loan, the Mortgage Interest Rate of that loan minus the
sum of (i) the Servicing Fee Rate and (ii) the rate at which the Guaranty Fee is calculated with
respect to that loan.

P1 Principal Distribution Amount. For any Distribution Date, the aggregate of the following
amounts for all Category 1-1 Loans, without duplication:

e the Group 1 PO Percentage of the monthly payment of principal due on each Category 1-1 Loan
during the related Due Period, plus

e the Group 1 PO Percentage of the Stated Principal Balance of each Category 1-I Loan that
Fannie Mae, the Servicer or the Seller repurchases during the related Due Period, plus

e the Group 1 PO Percentage of the Stated Principal Balance of each Category 1-I Loan reported
as having become a Liquidated Loan during the related Due Period, plus

e the Group 1 PO Percentage of any partial or full principal prepayment reported as having been
received during the related Due Period from borrowers on any Category 1-1 Loan.

The related subservicer may apply the foregoing amounts in respect of unscheduled principal
received during the calendar month immediately preceding the month in which the Distribution Date
occurs, rather than during the related Due Period.
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P2 Principal Distribution Amount. For any Distribution Date, the aggregate of the following
amounts for all Category 2-I, Category 2-II1 and Category 2-V Loans, without duplication:

e the applicable Group 2 PO Percentage of the monthly payment of principal due on each
Category 2-1, Category 2-III and Category 2-V Loan during the related Due Period, plus

 the applicable Group 2 PO Percentage of the Stated Principal Balance of each Category 2-I,
Category 2-IIT and Category 2-V Loan that Fannie Mae, the Servicer or the Seller repurchases
during the related Due Period, plus

« the applicable Group 2 PO Percentage of the Stated Principal Balance of each Category 2-1,
Category 2-III and Category 2-V Loan reported as having become a Liquidated Loan during the
related Due Period, plus

» the applicable Group 2 PO Percentage of any partial or full principal payment reported as
having been received from borrowers on any Category 2-I, Category 2-II1 and Category 2-V
Loan during the related Due Period.

The related subservicer may apply the foregoing amounts in respect of unscheduled principal
received during the calendar month immediately preceding the month in which the Distribution Date
occurs, rather than during the related Due Period.

Servicing Fee Rate. The percentage identified on the Mortgage Loan Schedule.

Stated Principal Balance. The unpaid principal balance of a Mortgage Loan (or the scheduled
unpaid principal balance thereof, in the case of Mortgage Loans that are delinquent) as of the Issue
Date reduced by all amounts representing principal received or advanced by the Servicer and
previously paid to Certificateholders with respect to that loan.

Class Definitions and Abbreviations

Classes of Certificates fall into different categories. The following chart identifies and generally
defines the categories of Classes specified on the cover page of this prospectus.

Abbreviation Category of Class Definition

INTEREST TYPES

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

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

INV Inverse Floating Has an interest rate that resets periodically based upon a

Rate designated index and that varies inversely with changes in
the index.
10 Interest Only Receives some or all of the interest payments made on the

related mortgage loans or other assets of the trust but little
or no principal. Interest Only Classes have either a notional
or a nominal principal balance. A notional principal balance
is the amount used as a reference to calculate amount of
interest due on an Interest Only Class. A nominal principal
balance represents actual principal that will be paid on the
Class. It is referred to as nominal since it is extremely small
compared to other classes.

NPR No Payment Receives no payments of interest.
Residual
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Abbreviation Category of Class Definition

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

WAC Weighted Average Has an interest rate that represents an effective weighted

Coupon average interest rate that may change from period to period.
PRINCIPAL TYPES

NPR No Payment Receives no payments of principal.
Residual

NTL Notional Has no principal balance and bears interest on its notional

principal balance. The notional principal balance is used to
determine interest payments on an Interest Only Class that is
not entitled to principal.

PT Pass-Through Is designed to receive principal payments in direct relation to
actual or scheduled payments on some or all of the related
mortgage loans.

Special Characteristics of the R and RL Classes

The R and RL Classes will not have principal balances and will not bear interest. If any assets of
the Upper Tier REMIC remain after the principal balances of the Group 2 Classes are reduced to zero,
we will pay the Holder of the R Class the proceeds of those assets. If any assets of the Lower Tier
REMIC remain after the principal balances of the Group 2 Classes are reduced to zero, we will pay the
proceeds of those assets to the Holder of the RL Class. We do not expect that any material assets will
remain in either case.

No R or RL Certificate may be transferred to a “disqualified organization” or to anyone acting on
behalf of a disqualified organization. The term “transfer” can include any transfer of record ownership
or of beneficial ownership, whether as a result of a sale, gift, pledge, default or otherwise. The term
“disqualified organization” includes the United States, any State or other political subdivision, any
foreign government, any international organization, or any agency or instrumentality of any of them
(other than certain taxable instrumentalities), any cooperative organization furnishing electric energy
or providing telephone service to persons in rural areas, or any organization (other than a farmers’
cooperative) that is exempt from federal income tax, unless such organization is subject to a tax on
unrelated business income. Each person or entity to which the R or RL Certificate is transferred will
be required to execute an affidavit, acceptable to us, stating that:

» the transferee is not a disqualified organization,
e it is not acquiring the R or RL Certificate for the account of a disqualified organization,

e it consents to any amendment of the Trust Agreement that we deem necessary (upon the
advice of our counsel) to ensure that the R or RL Certificate will not be owned directly or
indirectly by a disqualified organization,

e it is not acquiring the R or RL Certificate to avoid or impede the assessment or collection of
tax,

e it understands that it may incur tax liabilities in excess of any cash that it will receive on the R
or RL Certificate,

e it intends to pay taxes on the R or RL Certificate as they become due, and

it will not transfer the R or RL Certificate unless it has received from the new transferee an
affidavit containing these same seven representations and it does not have actual knowledge
that this other affidavit is false.
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See “Certain Federal Income Tax Consequences— Taxation of Beneficial Owners of a Residual
Certificate—Sales and Other Dispositions of a Residual Certificate—Residual Certificate Transferred
to or Held by Disqualified Organizations” in this prospectus. The transferee also must deliver a
properly executed Internal Revenue Service Form W-9 (or, if applicable, a Form W-8ECI) in which
the transferee provides its taxpayer identification number.

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

No R or RL Certificate may be transferred to any person that is not a “U.S. Person” or a foreign
person subject to United States income taxation on a net basis on income derived from that certificate
without our written consent.