DEPARTMENT OF HOUSI NG AND URBAN DEVELOPMENT

SALARI ES AND EXPENSES, HOUSI NG AND URBEN DEVELOPMENT

BUDGET ACTIVITY 4: GOVERNMENT NATI ONAL MORTGAGE ASSCOCI ATI ON

The consol i dated di scussion for the appropriation "Salaries and Expenses, HUD" is
shown in Part 3 of the Justifications. All data are presented on a conparable basis for
the 3 fiscal years: 2001, 2002, and 2003.

SCOPE OF ACTIVITY

The Government National Mortgage Association (G nnie Mae) is responsible for the
adm nistration of activities associated with the Mrtgage-Backed Securities (MBS) and
Mul ticlass Securities Programs. A brief description of G nnie Mae's prograns is provided
bel ow.

Mort gage- Backed Securities Program Section 306(g) of the National Housing Act
aut horizes G nnie Mae to guarantee the tinmely paynment of principal and interest on
securities which are issued by approved entities and which are backed by the Federal
Housi ng Adm nistration (FHA), the Departnent of Veterans Affairs (VA), or Rural Housing
Service (RHS) nortgages.

The attached charts display detailed staffing and workl oad esti mates based on the
Resource Estimation and All ocation Process (REAP) baseline data.

TYPE OF ACTIVITY BY FUNCTI ON

ACTUAL ESTI MATE ESTI MATE
2001 2002 2003
(Dol l'ars in Thousands)

Guar ant ees of Mortgage-Backed Securities

I ssued during year ...................... $153, 797,628 $120, 000, 000 $120, 000, 000
Qut standing, end of year ................ 604, 442, 361 627,741, 603 675, 560, 605
MULTI CLASS:
I ssued during year ..................... 67,422,510 73, 650, 000 80, 925, 000
Qut st andi ng, end of year ................ 165, 625, 000 197, 504, 000 232, 480, 000
TRAVEL
| NCREASE +
ACTUAL ENACTED ESTI MATE DECREASE -
2001 2002 2003 2003 vs 2002

(Dol lars in Thousands)
Travel (HQ ......... ... .. .... $134 $131 $200 +$69
Tot al $134 $131 $200 +$69

Travel funds on-site visits and the nonitoring of program participants.

CONTRACTS



Sal ari es and Expenses, G nnie Mae

Gener al
adm ni strative functions.

| NCREASE +
ACTUAL ENACTED ESTI MATE DECREASE -
2001 2002 2003 2003 vs 2002
(Dol lars in Thousands)
$67 $250 $250
$67 $250 $250

Support funds the MBS, Milticlass Securities Program and rel ated



Detail of Government National Mortgage Association Staff Requirements

Fiscal Year 2002

Underfunded Projected Projected

Underfunde Projected Projected

Underfunde Projected Projected

Workload Workload/ Accomplish- Unit Cost d Workload/ Accomplish Unit Cost d Workload/ Accomplish Unit Cost
Workload Guideline Indicator Allocation ment (Hrs) FTE Allocation -ment (Hrs) FTE Allocation -ment (Hrs) FTE
Headquarters Employment
Immediate Office President
General Direction NA 9.0 4.0 4.0
Strategic Planning/Risk
Management NA 1 1.0 1 1.0
Mortgage Backed Securities
Program (MBS) NA 2.0 2.0
Administrative Support/Contract
Administration NA 4.0 4.0
Subtotal 9.0 11.0 11.0
Office of Mortgage-Backed Securities
General Direction NA 9.0 2.0 2.0
# of
approved
issuers
maintained in
the Ginnie
Mae MBS
Support the MBS Program portfolio 40 500 50.11 11.0 40 500 50.11 11.0
Contract Administration/ Internal
Skill Development NA 4.0 4.0
Subtotal 9.0 17.0 17.0
Office of Finance
Perform General Direction NA 2.0 2.0
Budgetary/ Financial Management
Activities NA 2.0 2.0
# of
approved
issuers
maintained in
the Ginnie
Mae MBS
Support the MBS Program portfolio 500 4593 11.0 500 4593 11.0
Subtotal 0.0 15.0 15.0
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Detail of Government National Mortgage Association Staff Requirements

Underfunded Projected Projected

Fiscal Year 2002

Underfunde Projected Projected

Underfunde Projected Projected

Workload Workload/ Accomplish- Unit Cost d Workload/ Accomplish Unit Cost d Workload/ Accomplish Unit Cost
Workload Guideline Indicator Allocation ment (Hrs) FTE Allocation -ment (Hrs) FTE Allocation -ment (Hrs) FTE
Office of Multifamily Programs
Perform General Direction NA 2.0 2.0
# of
approved
issuers
maintained in
the Ginnie
Mae MBS
Support the MBS Program portfolio 500 16.70 4.0 500 16.70 4.0
Subtotal 5.0 6.0 6.0
Office of Policy and Capital Markets
Perform General Direction NA 2.0 2.0
# of
approved
issuers
maintained in
the Ginnie
Mae MBS
Support the MBS Program portfolio 60 500 3341 7.0 60 500 3341 7.0
Subtotal 0.0 9.0 9.0
Office of Program
Administration
Perform General Direction NA 1.0 1.0
# of
approved
issuers
maintained in
the Ginnie
Mae MBS
Support the MBS Program portfolio 500 27.14 65 500 2714 65
Contract Administration/ Internal
Skill Development NA 2.5 25
Subtotal 0.0 10.0 10.0
Ginnie Mae Total 23.0 68.0 68.0



Detail of Government National Mortgage Association Staff Requirements

Headquarters Employment
Immediate Office President
Office of Mortgage-Backed Securities
Office of Finance
Office of Multifamily Programs
Office of Policy, Planning & Risk Management
Office of Program Administration

Total Government National Mortgage Association

Increase +
Estimate Estimate Decrease -
2002 2003 2003 vs 2002
11.0 11.0 0.0
17.0 17.0 0.0
15.0 15.0 0.0
6.0 6.0 0.0
9.0 9.0 0.0
10.0 10.0 0.0
68.0 68.0 0.0
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Detail of Government National Mortgage Association Staff Requirements

FTE
Increase +
Actual Estimate Estimate Decrease -
2001 2002 2003 2003 vs 2002
HEAAQUAIETS. .. ..t e 65.0 68.0 68.0 0.0
Field ... 0.0 0.0 0.0 0.0
B I0) - | RO OO 65.0 68.0 68.0 0.0




HEADQUARTERS EMPLOYMENT

EXPLANATI ON_OF UNDERFUNDED WORKLOAD/ ALLOCATI ON FOR FY 2002 AND FY 2003

Al l needed positions are required to enhance performance accountability and risk
managenment analysis of G nnie Mae programs. |n addition to this requirement, 48% of the
organi zation’s current staff will be eligible to retire within the next 2 years. In
order to maintain and sustain current institutional/progranmmtic know edge, there is a
hei ght ened need for succession planning.

I mediate Office of the President & Executive Vice President

Wth the inplenentation of the recently approved reorgani zation of G nnie Mae, the
Office of Management Operations was established. This O fice, headed by a Senior Vice
Presi dent, has three Divisions: Adninistrative Managenent, |nformation Management and
Procurement Managenent. G ven the conplexity, and confidential nature of the varied
responsibilities of this Office, a permanent secretarial position is needed to maintain
the integrity of the Office and to support and assist the newly created SES position of
Seni or Vice President.

Office of Policy and Capital Markets

The Office of Capital Markets directs and manages all G nnie Mae capital market
activities and administers the G nnie Mae Miulti-class program including, but not limted
to, the Real Estate Mortgage |Investnent Conduit (REM C) and Pl atinum Securities prograns.
This Office directs and coordinates all activities to assist the investor conmunity in
creating and marketing existing and new securities that are designed to enhance the
conpetitiveness of all G nnie Mae securities and be of greater value to investors in the
U.S. and foreign markets. Over the past 2 years, the Capital Markets program|evel has
soared while the staffing | evel has decreased. Along these lines, the filling of the
Mar ket Securities Specialist position is necessary to handle the increased/ underfunded
wor kl oad and to assure adequate program oversight, and risk managenent, thus mtigating
potential financial risk or material weaknesses.

Office of Mortgage-Backed Securities

Wth the inplenentation of the recently approved reorgani zation of G nnie Mae, the
Office of Mrtgage-Backed Securities was created with three Divisions: Single
Fam | y/ Manuf act ured Housing, Miultifam |y and Mortgage-Backed Securities (MBS) Mnitoring.
Accordingly, the position of Asset Managenent Specialist (located in the MBS Monitoring
Di vision) was created to place hei ghtened enphasis on a variety of risk monitoring
activities to assure program conpliance. This includes the utilization of established
risk analysis to conduct and direct various levels of issuer field reviews and directing
the use of appropriate conpliance and/or enforcenent tools to mtigate any risk to Gnnie
Mae. Wth the recent departure of one of the seasoned Asset Managers in this Division,
the filling of this position will account for the underfunded workl oad and provide the
needed skill level required to adequately acconplish the goals of this Division and
mtigate potential financial risk and/or material weaknesses.



