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The information in this preliminary prospectus supplement is not complete and may be changed. This preliminary prospectus supplement and the
accompanying prospectus are not an offer to sell these securities and we are not soliciting an offer to buy these securities in any jurisdiction
where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED MARCH 19, 2013

PROSPECTUS    SUPPLEMENT

(To prospectus dated October 7, 2011)

Weingarten Realty Investors
    % Notes due 2023

We are offering $         million aggregate principal amount of     % Notes due 2023 (the �notes�). Interest on the notes will accrue from and
including March     , 2013 and will be paid in arrears on                  and                      of each year, commencing on                     , 2013. The notes
will mature on                     , 2023. We have the option to redeem the notes, in whole or in part, at any time prior to maturity, at the redemption
prices described under the caption �Description of the Notes�Redemption at Our Option� in this prospectus supplement. The notes will be issued in
denominations of $1,000 and integral multiples of $1,000 in excess thereof.

The notes will be senior unsecured debt obligations of Weingarten Realty Investors and will rank equally with all of our existing and future
senior unsecured debt obligations. The notes will be effectively subordinated to all of our and our subsidiaries� secured indebtedness (to the
extent of the value of the collateral securing such indebtedness) and any preferred equity of our subsidiaries.

Investing in the notes involves a significant degree of risk. You should carefully read the discussion of the
material risks of investing in the notes beginning on page S-6 of this prospectus supplement under the heading
�Risk Factors.� In addition, you should carefully consider the risk factors discussed in the documents we file with
the Securities and Exchange Commission pursuant to the Securities Exchange Act of 1934, as amended, and
which we incorporate into this prospectus supplement by reference, including the risks discussed under the
heading �Risk Factors� in our Annual Report on Form 10-K for the year ended December 31, 2012.
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Per Note Total
Public offering price (1) % $
Underwriting discount % $
Proceeds, before expenses, to us (1) % $

(1) Plus accrued interest from March     , 2013 if settlement occurs after that date.
The notes are a new issue of securities with no established trading market. We do not intend to apply for listing of the notes on any national
securities exchange or for quotation on any automated quotation system. Currently, there is no public market for the notes.

The underwriters expect to deliver the notes to purchasers in book-entry only form through the facilities of The Depository Trust Company in
New York, New York on or about March     , 2013.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
passed upon the accuracy or adequacy of this prospectus supplement or the accompanying prospectus. Any representation to the
contrary is a criminal offense.

Joint Book-Running Managers

BofA Merrill Lynch US Bancorp Wells Fargo Securities
Co-Managers

Regions Securities LLC PNC Capital Markets LLC Scotiabank

The Williams Capital Group, L.P. SMBC Nikko

The date of this prospectus supplement is March     , 2013.
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You should rely only on the information contained in or incorporated by reference in this prospectus supplement, the accompanying prospectus
and any free writing prospectus. We have not, and the underwriters have not, authorized anyone to provide you with different information. If
anyone provides you with additional or inconsistent information, you should not rely on it. We are not, and the underwriters are not, making an
offer of these securities in any jurisdiction where the offer is not permitted. You should not assume that the information contained in this
prospectus supplement, the accompanying prospectus or the documents incorporated by reference is accurate as of any date other than the date
of the respective document or another date specified therein. Our business, financial condition, results of operations and prospects may have
changed since those respective dates. The descriptions set forth in this prospectus supplement replace and supplement, where inconsistent, the
description of the general terms and provisions set forth in the accompanying prospectus.
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This prospectus supplement and the accompanying prospectus do not constitute an offer to sell the notes and are not soliciting an offer to buy the
notes in any jurisdiction where the offer or sale is not permitted or where the person making the offer or sale is not qualified to do so or to any
person to whom it is not permitted to make such offer or sale.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document has two parts. The first part is this prospectus supplement, which describes the specific terms of this offering and the notes
offered. The second part, the accompanying prospectus, provides more general information, some of which does not apply to this offering and
the notes. If the description of this offering and the notes varies between this prospectus supplement and the accompanying prospectus, you
should rely on the information in this prospectus supplement.

You should carefully read this prospectus supplement, the accompanying prospectus and the additional information incorporated by reference
herein before investing in the notes. See �Incorporation of Documents by Reference� in this prospectus supplement. These documents contain
important information that you should consider before making your investment decision.

This prospectus supplement and the accompanying prospectus contain the terms of this offering of notes. This prospectus supplement may add,
update or change information contained in or incorporated by reference into the accompanying prospectus. If the information contained in or
incorporated by reference into this prospectus supplement is inconsistent with any information contained in or incorporated by reference into the
accompanying prospectus, the information contained in or incorporated by reference into this prospectus supplement will apply and will
supersede the inconsistent information contained in or incorporated by reference into the accompanying prospectus.

Unless otherwise indicated or unless the context requires otherwise, references in this prospectus supplement to �Weingarten Realty,� the
�Company,� �we,� �us� and �our� or similar terms are to Weingarten Realty Investors and its consolidated subsidiaries, except where it is made clear that
the terms mean Weingarten Realty Investors only.

CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

This prospectus supplement, the accompanying prospectus and documents that we incorporate by reference into this prospectus supplement and
the accompanying prospectus contain forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended,
and Section 21E of the Securities Exchange Act of 1934, as amended. We intend such forward-looking statements to be covered by the safe
harbor provisions for forward-looking statements contained in the Private Securities Litigation Reform Act of 1995 and include this statement
for purposes of complying with these safe harbor provisions. Forward-looking statements, which are based on certain assumptions and describe
our future plans, strategies and expectations, are generally identifiable by use of the words �believe,� �expect,� �intend,� �anticipate,� �estimate,� �project,�
or similar expressions. Factors which may cause actual results to differ materially from current expectations include, but are not limited to,
(i) disruptions in financial markets, (ii) general economic and local real estate conditions, (iii) the inability of major tenants to continue paying
their rent obligations due to bankruptcy, insolvency or a general downturn in their business, (iv) financing risks, such as the inability to obtain
equity, debt, or other sources of financing on favorable terms, (v) changes in governmental laws and regulations, (vi) the level and volatility of
interest rates, (vii) the availability of suitable acquisition opportunities, (viii) the ability to dispose of properties, (ix) changes in expected
development activity, (x) increases in operating costs, (xi) tax matters, including failure to qualify as a real estate investment trust, and
(xii) investments through real estate joint ventures and partnerships, which involve risks not present in investments in which we are the sole
investor. Accordingly, there is no assurance that our expectations will be realized. Factors that might cause or contribute to such differences
include, but are not limited to, those discussed in the sections entitled �Risk Factors� in this prospectus supplement and in our Annual Report on
Form 10-K for the year ended December 31, 2012, which is incorporated by reference herein.

S-ii
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You should not rely on forward-looking statements since they involve known and unknown risks, uncertainties and other factors, which are, in
some cases, beyond our control and which could materially affect actual results, performances or achievements. Further, forward-looking
statements speak only as of the date they are made, and we undertake no obligation to publicly update any of these statements in light of new
information or future events.

S-iii
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PROSPECTUS SUPPLEMENT SUMMARY

This summary contains basic information about us, the notes and this offering. Because this is a summary, it does not contain all of the
information you should consider before investing in the notes. You should carefully read this summary together with the more detailed
information and financial statements and notes thereto contained or incorporated by reference in this prospectus supplement and the
accompanying prospectus.

The Company

We are a REIT organized under the Texas Business Organizations Code. We, through our predecessor entity, began the ownership and
development of shopping centers and other commercial real estate in 1948. Our primary business is leasing space to tenants in the shopping
centers we own or lease. We also provide property management services for both joint ventures in which we are partners and for other outside
owners for which we charge fees.

At December 31, 2012, we owned or operated under long-term leases, either directly or through our interest in real estate joint ventures or
partnerships, a total of 292 developed income-producing properties and two properties under various stages of construction and development.
The total number of centers includes 288 neighborhood and community shopping centers and six other operating properties located in 21 states
spanning the country from coast to coast.

At December 31, 2012, we also owned interests in 38 parcels of land held for development that totaled approximately 27.5 million square feet.

Our principal executive offices are located at 2600 Citadel Plaza Drive, Suite 125, Houston, Texas 77008, and our telephone number is
(713) 866-6000. We also have 10 regional offices located in various parts of the United States. Our website address is www.weingarten.com.
The information contained on our website is not part of this prospectus supplement or the accompanying prospectus.

S-1
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The Offering

All capitalized terms not defined herein have the meanings specified in �Description of Notes� in this prospectus supplement or in �Description of
Debt Securities� in the accompanying prospectus. For a more complete description of the terms of the notes specified in the following summary,
see �Description of Notes� in this prospectus supplement and �Description of Debt Securities� in the accompanying prospectus.

Issuer Weingarten Realty Investors

Securities Offered $        million aggregate principal amount of     % notes due 2023.

Maturity Unless redeemed prior to maturity, the notes will mature on                     , 2023.

Interest Rate and Payment Dates     % per annum payable in arrears on                      and                      of each year,
beginning on                     , 2013, and at maturity.

Optional Redemption We may redeem the notes, in whole or in part, at any time or from time to time, prior to
maturity. If the notes are redeemed before                     2023, the redemption price will
equal the greater of: (i) 100% of the principal amount of the notes to be redeemed; or
(ii) the sum of the present values of the remaining scheduled payments of principal and
interest on the notes to be redeemed discounted to the redemption date on a semi-annual
basis at the Treasury Rate plus basis points; plus, in either case, accrued and unpaid
interest on the principal amount of the notes to be redeemed to, but excluding, the
redemption date.

If the notes are redeemed on or after                         , 2023, we may redeem the notes at a
redemption price equal to 100% of the principal amount of the notes to be redeemed, plus
accrued and unpaid interest on the principal amount of the notes to be redeemed to, but
excluding, the redemption date.

See �Description of Notes�Redemption at Our Option� in this prospectus supplement.

Ranking The notes will be our senior unsecured debt obligations and will rank equally with all of
our existing and future senior unsecured debt obligations. However, the notes will be
effectively subordinated to all of our and our subsidiaries� secured indebtedness (to the
extent of the value of the collateral securing such indebtedness) and any preferred equity
of our subsidiaries.

Use of Proceeds The net proceeds to us from the sale of the notes offered by this prospectus supplement
are estimated to be $         million after deducting the underwriting discount and other
estimated expenses of this offering payable by us. We intend to use these net proceeds to
repay amounts outstanding under our $500 million unsecured revolving credit facility,
which we borrowed for general business purposes,
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including for working capital, repayment of maturing debt, redemption of $75 million of
Series D Preferred Shares of Beneficial Interest and for the acquisition, development and
redevelopment of shopping centers. We may also use these net proceeds for general
business purposes. See �Use of Proceeds� on page S-7 for more information.

Conflicts of Interest Affiliates of certain of the underwriters are lenders under our $500 million unsecured
revolving credit facility and will receive their pro rata portions of amounts repaid under
this credit facility. See �Underwriting (Conflicts of Interest)�Conflicts of Interest.�

Further Issuances We may issue additional notes ranking equally and ratably with the notes in all respects
(except for any difference in the issue date, issue price and, if applicable, the first interest
payment date), so that such additional notes shall constitute and form a single series with
the notes.

Covenants The indenture contains various covenants applicable to the notes, including the following:

(1) we will not, and will not permit any Subsidiary to, incur any Debt if, immediately
after giving effect to the incurrence of such additional Debt and the application of the
proceeds thereof, the aggregate principal amount of all of our and our Subsidiaries�
outstanding Debt on a consolidated basis determined in accordance with generally
accepted accounting principles is greater than 60% of the sum of (without duplication)
(a) Total Assets as of the end of the calendar quarter covered in our Annual Report on
Form 10-K or Quarterly Report on Form 10-Q, as the case may be, most recently filed
with the SEC (or, if such filing is not permitted under the Securities Exchange Act of
1934, with The Bank of New York Mellon Trust Company, N.A., as trustee) prior to the
incurrence of such additional Debt and (b) the purchase price of any real estate assets or
mortgages receivable acquired, and the amount of any securities offering proceeds
received (to the extent such proceeds were not used to acquire real estate assets or
mortgages receivable or used to reduce Debt), by us or any Subsidiary since the end of
such calendar quarter, including those proceeds obtained in connection with the
incurrence of such additional Debt;

(2) we will not, and will not permit any Subsidiary to, incur any Debt secured by any
mortgage, lien, charge, pledge, encumbrance or security interest of any kind upon any of
our or our Subsidiaries� property, whether owned on the date of issuance of the notes or
thereafter acquired, if, immediately after giving effect to the issuance of such additional
Debt and the application of the proceeds thereof, the aggregate principal amount of all of
our and our Subsidiaries� outstanding secured Debt on a consolidated basis which is
secured by

S-3
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any mortgage, lien, charge, pledge, encumbrance or security interest on our or our
Subsidiaries� property is greater than 40% of our Total Assets;

(3) we will not, and will not permit any Subsidiary to, incur any Debt if the ratio of
Consolidated Income Available for Debt Service to the Annual Service Charge for the
four consecutive fiscal quarters most recently ended prior to the date on which such
additional Debt is to be incurred shall have been less than 1.5, on a pro forma basis after
giving effect thereto and to the application of the proceeds therefrom and calculated on
the assumption that (a) such Debt and any other Debt incurred by us and our Subsidiaries
since the first day of such four-quarter period and the application of the proceeds
therefrom, including to refinance other Debt, had occurred at the beginning of such
period; (b) the repayment or retirement of any other Debt by us and our Subsidiaries since
the first day of such four-quarter period had been incurred, repaid or retired at the
beginning of such period (except that, in making such computation, the amount of Debt
under any revolving credit facility shall be computed based upon the average daily
balance of such Debt during such period); (c) in the case of Acquired Debt or Debt
incurred in connection with any acquisition since the first day of such four-quarter period,
the related acquisition had occurred as of the first day of such period, with the appropriate
adjustments with respect to such acquisition being included in such pro forma
calculation; and (d) in the case of any acquisition or disposition by us or our Subsidiaries
of any asset or group of assets since the first day of such four-quarter period, whether by
merger, stock purchase or sale, or asset purchase or sale, such acquisition or disposition
or any related repayment of Debt had occurred as of the first day of such period with the
appropriate adjustments with respect to such acquisition or disposition being included in
such pro forma calculation; and

(4) we, together with our Subsidiaries, will at all times maintain an Unencumbered Total
Asset Value in an amount of not less than 150% of the aggregate outstanding principal
amount of all of our and our Subsidiaries� outstanding unsecured Debt.

Risk Factors You should read carefully the �Risk Factors� beginning on page S-5 of this prospectus
supplement, as well as the risk factors discussed in our Annual Report on Form 10-K for
the year ended December 31, 2012, which is incorporated by reference herein, for certain
considerations relevant to an investment in the notes.

Form and Denomination The notes will be issued in fully registered form in denominations of $1,000 and integral
multiples of $1,000 in excess thereof.

Trustee and Paying Agent The trustee and paying agent for the notes is The Bank of New York Mellon Trust
Company, N.A.

S-4
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Governing Law The indenture and the notes will be governed by the laws of the State of New York.

Recent Developments On March 18, 2013, we redeemed $75 million of our Series D Preferred Shares of
Beneficial Interest using amounts borrowed under our $500 million unsecured revolving
credit facility, which outstanding amounts are to be repaid with the proceeds from this
offering. See �Use of Proceeds� on page S-7 for more information.

For a more complete description of the terms of the notes, see �Description of Notes� beginning on page S-8.

S-5
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RISK FACTORS

An investment in the notes involves a significant degree of risk. You should carefully consider the following risk factors, together with all of the
other information included or incorporated by reference in this prospectus supplement and in the accompanying prospectus, including the
additional risk factors included in our Annual Report on Form 10-K for the year ended December 31, 2012, before you decide to purchase the
notes. The risks and uncertainties described below and in the referenced Form 10-K, are not the only ones we may confront. Additional risks
and uncertainties not currently known to us or that we currently deem immaterial also may impair our business operations. If any of those risks
actually occur, our financial condition, liquidity, operating results and prospects could be materially adversely affected. This section contains
forward-looking statements.

The effective subordination of the notes may limit our ability to satisfy our obligations under the notes.

The notes will be senior unsecured debt obligations and will rank equally with all of our existing and future senior unsecured debt obligations.
However, the notes will be effectively subordinated to all of our and our subsidiaries� secured indebtedness (to the extent of the value of the
collateral securing such indebtedness) and any preferred equity of our subsidiaries. As of December 31, 2012, exclusive of intercompany debt,
trade payables, distributions payable, accrued expenses and other liabilities, we, on a consolidated basis, had approximately $1.3 billion of senior
unsecured indebtedness and $933 million of secured indebtedness, for total consolidated indebtedness of approximately $2.2 billion. Not
included in this total is our share of the total debt of the entities which we account for under the equity method of accounting, which was
approximately $179 million. As of December 31, 2012, our subsidiaries had no outstanding preferred equity and no unsecured debt. In the event
of a bankruptcy, liquidation, dissolution, reorganization or similar proceeding with respect to us, the holders of any secured indebtedness will be
entitled to proceed directly against the collateral that secures such secured indebtedness. Therefore, such collateral will not be available for
satisfaction of any amounts owed under our unsecured indebtedness, including the notes, until such secured indebtedness is satisfied in full.
Subject to certain limitations, we may incur additional indebtedness. Our organizational documents do not limit the amount of indebtedness that
we may incur and the provisions of the indenture governing the notes do not prohibit our subsidiaries from incurring additional indebtedness or
issuing preferred equity in the future, provided certain conditions are satisfied; therefore, the notes could, in the future, become subordinate to
any additional secured debt or preferred equity of our subsidiaries.

Credit ratings may not reflect all risks of an investment in the notes.

Our credit ratings are an assessment by rating agencies of our ability to pay our debts when due. Consequently, real or anticipated changes in our
credit ratings will generally affect the market value of the notes. Credit ratings are not a recommendation to buy, sell or hold any security, and
may be revised or withdrawn at any time by the rating agency in its sole discretion. We do not undertake any obligation to maintain the ratings
or to advise holders of notes of any change in ratings. Each agency�s rating should be evaluated independently of any other agency�s rating.

There can be no assurance that we will be able to maintain our current credit ratings. In the event that our current credit ratings are downgraded
or removed, we would most likely incur higher borrowing costs and experience greater difficulty in obtaining additional financing, which could
in turn have a material adverse effect on our financial condition, results of operations and liquidity.

The notes will restrict, but will not eliminate, our ability to incur additional debt or prohibit us from taking other action that could negatively
impact holders of the notes.

We will be limited from incurring additional indebtedness under the terms of the notes and the indenture governing the notes. However, these
limitations are subject to significant exceptions. See �Description of Notes�Covenants�Limitations on Incurrence of Debt� in this prospectus
supplement.

S-6
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Our ability to recapitalize our debt and capital structure, incur additional debt, secure existing or future debt or take other actions not limited by
the terms of the indenture and the notes, including repurchasing indebtedness or common or preferred shares or paying dividends, could
negatively affect our ability to make payments with respect of the notes when due.

Your ability to transfer the notes may be limited by the absence of a trading market for the notes.

The notes are a new issue of securities with no established trading market. We do not intend to apply for listing of the notes on any national
securities exchange or for quotation on any automated quotation system. We have been advised by the underwriters that they presently intend to
make a market in the notes; however, no underwriter is obligated to do so. Any market making activity, if initiated, may be discontinued at any
time, for any reason, without notice. If the underwriters cease to act as market makers for the notes for any reason, we cannot assure you that
another firm or person will make a market in the notes. The liquidity of any market for the notes will depend on the number of holders of the
notes, our results of operations and financial condition, the market for similar securities, the interest of securities dealers in making a market in
the notes and other factors. An active or liquid trading market may not develop for the notes.

The market price of the notes may be volatile.

The market price of the notes will depend on many factors that may vary over time and some of which are beyond our control including:

� our operating and financial performance;

� our credit ratings and the market�s perception of our creditworthiness;

� the amount of indebtedness we and our subsidiaries have outstanding;

� prevailing market interest rates;

� the market for similar securities;

� competition;

� the size and liquidity of the market for the notes; and

� general economic conditions.
As a result of these factors, you may only be able to sell your notes at prices below those you believe to be appropriate, including prices below
the price you paid for them.

An increase in interest rates could result in a decrease in the value of the notes.

In general, as market interest rates rise, notes bearing interest at a fixed rate generally decline in value. Consequently, if you purchase these notes
and market interest rates increase, the market value of your notes may decline. We cannot predict the future level of market interest rates.

S-7
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USE OF PROCEEDS

The net proceeds to us from the sale of the notes offered by this prospectus supplement are estimated to be $         million after deducting the
underwriting discount and other estimated expenses of this offering payable by us. We intend to use these net proceeds to repay amounts
outstanding under our $500 million unsecured revolving credit facility and general business purposes. As of March 15, 2013, we had
approximately $250 million of debt outstanding under our revolving credit facility bearing interest at a weighted average annual rate, including
facility fees, of 2.3% for the period ended March 15, 2013. Our revolving credit facility matures in September 2015, subject to a one-year
extension at our option. The borrowings under this credit facility were used for general business purposes, including for working capital,
repayment of maturing debt, redemption of $75 million of Series D Preferred Shares of Beneficial Interest and for the acquisition, development
and redevelopment of shopping centers. Affiliates of certain of the underwriters are lenders under our $500 million unsecured revolving credit
facility and will receive their pro rata portions of amounts repaid under this credit facility.

S-8
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RATIOS OF EARNINGS TO FIXED CHARGES AND COMBINED FIXED CHARGES

AND PREFERRED DIVIDENDS

The following table sets forth the ratios of earnings to fixed charges and the ratios of earnings to combined fixed charges and preferred dividends
for the periods shown:

Year Ended December 31,
2012 2011 2010 2009 2008

Earnings to fixed charges:
Ratio (1) 1.64x 0.93x 1.07x 1.52x 1.03x 
Deficiencies (3) $ 10,219
Earnings to combined fixed charges and preferred dividends:
Ratio (2) 1.27x 0.75x 0.87x 1.24x 0.86x 
Deficiencies (3) $ 45,695 $ 24,931 $ 29,908

(1) The ratios of earnings to fixed charges are computed by dividing earnings by fixed charges. For this purpose, �earnings� consists of income
from continuing operations before taxes (which includes equity in earnings of unconsolidated subsidiaries and partnerships only to the
extent of dividends or distributions from operations received) plus fixed charges (other than any interest that has been capitalized) and
amortization of previously capitalized interest; and �fixed charges� consists of interest expense (including amortization of loan costs, debt
discounts and interest within rental expense), and interest that has been capitalized.

(2) The ratios of earnings to combined fixed charges and preferred dividends are computed by dividing earnings by the total of fixed charges
and preferred share dividends. For this purpose, �earnings� consists of income from continuing operations before taxes (which includes
equity in earnings of unconsolidated subsidiaries and partnerships only to the extent of dividends or distributions from operations received)
plus fixed charges (other than any interest that has been capitalized) and amortization of previously capitalized interest; �fixed charges�
consists of interest expense (including amortization of loan costs, debt discounts and interest within rental expense), and interest that has
been capitalized and �preferred share dividends� consists of the amount of pre-tax earnings that would be required to cover preferred share
dividend requirements.

(3) Represents the dollar amount in thousands by which the applicable ratio is less than one.

S-9

Edgar Filing: WEINGARTEN REALTY INVESTORS /TX/ - Form 424B5

Table of Contents 16



Table of Contents

DESCRIPTION OF NOTES

The following description summarizes certain terms and provisions of the notes and the indenture referred to below, does not purport to be
complete and is subject to, and qualified in its entirety by reference to, the actual terms and provisions of the notes and the indenture. The
information in this section supplements and, to the extent inconsistent therewith, replaces the information in the accompanying prospectus under
the caption �Description of Debt Securities.�

Capitalized terms used but not otherwise defined herein shall have the meanings given to them in the notes or the indenture, as applicable. As
used in this section, the terms �we,� �us� and �our� refer to Weingarten Realty Investors.

General

The notes will be issued pursuant to an indenture, dated as of May 1, 1995, which we entered into with The Bank of New York Mellon Trust
Company, N.A. (successor in interest to J. P. Morgan Trust Company, National Association, successor in interest to Texas Commerce Bank
National Association), as trustee, as supplemented by the First Supplemental Indenture dated August 2, 2006 and the Second Supplemental
Indenture dated October 9, 2012. We refer to the indenture, as supplemented, as the �indenture.�

The terms of the notes include those provisions contained in the notes and the indenture and those made part of the indenture by reference to the
Trust Indenture Act of 1939, as amended (the �Trust Indenture Act�). The notes are subject to all such terms, and holders of notes are referred to
the notes, the indenture and the Trust Indenture Act for a statement thereof. Copies of the indenture and the form of the notes are available for
inspection at the corporate trust office of the trustee, currently located at 601 Travis, 16th Floor, Houston, Texas 77002.

The notes will be our senior unsecured debt obligations and will rank equally with all of our existing and future senior unsecured debt
obligations. However, the notes will be effectively subordinated to all of our and our subsidiaries� secured indebtedness (to the extent of the value
of the collateral securing the same) and any preferred equity of our subsidiaries. As of December 31, 2012, exclusive of intercompany debt, trade
payables, distributions payable, accrued expenses and other liabilities, we, on a consolidated basis, had outstanding approximately $1.3 billion of
senior unsecured indebtedness and $933 million of secured indebtedness, for total consolidated indebtedness of approximately $2.2 billion. Not
included in this total is our share of the total debt of the entities which we account for under the equity method of accounting, which was
approximately $179 million. The provisions of the indenture governing the notes do not prohibit us or any of our subsidiaries from incurring
additional indebtedness or issuing preferred equity in the future, subject to satisfaction of certain conditions. See �Risk Factors�The effective
subordination of the notes may limit our ability to satisfy our obligations under the notes� and �Risk Factors�The notes will restrict, but not
eliminate, our ability to incur additional debt or prohibit us from taking other action that could negatively impact holders of the notes,� in this
prospectus supplement.

The notes will be issued in an initial aggregate principal amount of $         million. We may, without the consent of holders of the notes, increase
the principal amount of the notes by issuing additional senior debt securities in the future on the same terms and conditions (except for any
difference in the issue date, issue price and, if applicable, the first interest payment date), and with the same CUSIP number as the notes offered
hereby, provided that such additional senior debt securities constitute part of the same issue as the notes offered hereby for U.S. federal income
tax purposes. The notes offered by this prospectus supplement and any additional senior debt securities with the same terms would rank equally
and ratably and would be treated as a single series of debt securities for all purposes under the indenture.

The notes will be issued only in fully registered, book-entry form, in denominations of $1,000 and integral multiples of $1,000 in excess thereof.
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If any interest payment date or the stated maturity date is not a business day, the payment otherwise required to be made on such date will be
made on the next business day without any additional payment as a result of such delay. The term �business day� means, with respect to any note,
any day, other than a Saturday, Sunday or any other day on which banking institutions in the City of New York are authorized or obligated by
law or executive order to close. All payments will be made in U.S. dollars.

The indenture does not contain any provisions that would necessarily protect holders of notes if we become involved in a highly leveraged
transaction, reorganization, merger or other similar transaction that adversely affects us or them.

Redemption at Our Option

We may redeem the notes, in whole or in part, at any time or from time to time, prior to maturity. The redemption price for notes that are
redeemed before                     , 2023 will be equal to the greater of:

� 100% of the principal amount of the notes to be redeemed, or

� the sum of the present values of the remaining scheduled payments of principal and interest on the notes to be redeemed
discounted to the redemption date on a semi-annual basis (assuming a 360-day year consisting of twelve 30-day months) at the
Treasury Rate plus              basis points;

plus, in either case, accrued and unpaid interest on the principal amount of the notes to be redeemed to, but excluding, the redemption date.

If the notes are redeemed on or after                     , 2023, we may redeem the notes at a redemption price equal to 100% of the principal amount
of the notes to be redeemed, plus accrued and unpaid interest on the principal amount of the notes to be redeemed to, but excluding, the
redemption date.

�Treasury Rate� means, with respect to any redemption date for the notes,

� the yield, under the heading which represents the average for the immediately preceding week, appearing in the most recently
published statistical release published by the Board of Governors of the Federal Reserve System designated as �Statistical Release
H.15 (519)� or any successor publication which is published weekly by the Board of Governors of the Federal Reserve System
and which establishes yields on actively traded United States Treasury securities adjusted to constant maturity under the caption
�Treasury Constant Maturities,� for the maturity corresponding to the Comparable Treasury Issue (if no maturity is within three
months before or after the maturity date, yields for the two published maturities most closely corresponding to the Comparable
Treasury Issue shall be determined and the Treasury Rate shall be interpolated or extrapolated from such yields on a straight line
basis, rounding to the nearest month), or

� if such release (or any successor release) is not published during the week preceding the calculation date or does not contain
such yields, the rate per annum equal to the semi-annual equivalent yield to maturity of the Comparable Treasury Issue,
calculated using a price for the Comparable Treasury Issue (expressed as a percentage of its principal amount) equal to the
Comparable Treasury Price for such redemption date. The Treasury Rate shall be calculated on the third business day preceding
the redemption date.

�Comparable Treasury Issue� means the United States Treasury security selected by the Independent Investment Banker as having a maturity
comparable to the remaining term of the notes to be redeemed that would be utilized, at the time of selection and in accordance with customary
financial practice, in pricing new issues of corporate debt securities of comparable maturity to the remaining term of the notes.
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�Independent Investment Banker� means Merrill Lynch, Pierce, Fenner & Smith Incorporated or its successor, or if such firm is unwilling or
unable to select the Comparable Treasury Issue, an independent investment banking institution of national standing appointed by us.

�Comparable Treasury Price� means with respect to any redemption date for the notes (1) the average of four Reference Treasury Dealer
Quotations as determined by the Company for such redemption date, after excluding the highest and lowest such Reference Treasury Dealer
Quotations, or (2) if the Company obtains fewer than four such Reference Treasury Dealer Quotations, the average of all such quotations.

�Reference Treasury Dealer� means (1) Merrill Lynch, Pierce, Fenner & Smith Incorporated and a Primary Treasury Dealer (as defined herein)
selected by each of Wells Fargo Securities, LLC and U.S. Bancorp Investments, Inc. or their successors and, (2) at our option, up to two other
primary U.S. Government securities dealers in New York City (each, a �Primary Treasury Dealer�), provided, however, that if any of the
foregoing shall cease to be a Primary Treasurer Dealer, we will substitute therefor another Primary Treasury Dealer.

�Reference Treasury Dealer Quotations� means, with respect to each Reference Treasury Dealer and any redemption date, the average, as
determined by the Company, of the bid and asked prices for the Comparable Treasury Issue (expressed in each case as a percentage of its
principal amount) quoted in writing to the Company by such Reference Treasury Dealer at 5:00 p.m., New York City time, on the third business
day preceding such redemption date.

We may exercise our redemption option by causing the trustee to mail (or otherwise transmit in accordance with DTC procedures) written notice
of such redemption to the registered holders of the particular notes to be redeemed not less than 30 nor more than 60 calendar days prior to the
date of redemption. If less than all the notes are to be redeemed at our option, the trustee shall select, in such manner as it shall deem fair and
appropriate and in accordance with DTC procedures, the notes to be redeemed in whole or in part.

Unless we default in payment of the redemption price, on and after any redemption date interest will cease to accrue on the notes or portions
thereof called for redemption.

Interest

Interest on the notes will accrue at the rate of     % per year from and including March     , 2013 or the most recent interest payment date to which
interest has been paid or provided for, and will be payable semi-annually in arrears on                      and                      of each year, beginning
                    , 2013. We will pay interest to those persons who were holders of record of such notes on the first day of the month of each interest
payment date. Interest on the notes will be computed on the basis of a 360-day year consisting of twelve 30-day months.

Maturity

The notes will mature on                     , 2023 and will be paid against presentation and surrender thereof at the corporate trust office of the
trustee.

Trustee

The Bank of New York Mellon Trust Company, N.A. will be the trustee, registrar and paying agent. If an event of default occurs and is
continuing, the trustee will be required to use the degree of care and skill of a prudent man in the conduct of his own affairs. The trustee will
become obligated to exercise any of its powers under the indenture at the request of any of the holders of any notes only after those holders have
offered the trustee indemnity satisfactory to it.
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Covenants

Limitations on Incurrence of Debt. The notes will provide that we will not, and will not permit any Subsidiary to, incur any Debt if, immediately
after giving effect to the incurrence of such additional Debt and the application of the proceeds thereof, the aggregate principal amount of all of
our and our Subsidiaries� outstanding Debt on a consolidated basis determined in accordance with generally accepted accounting principles is
greater than 60% of the sum of (without duplication) (1) Total Assets as of the end of the calendar quarter covered in our Annual Report on
Form 10-K or Quarterly Report on Form 10-Q, as the case may be, most recently filed with the SEC (or, if such filing is not permitted under the
Exchange Act, with the trustee) prior to the incurrence of such additional Debt and (2) the purchase price of any real estate assets or mortgages
receivable acquired, and the amount of any securities offering proceeds received (to the extent such proceeds were not used to acquire real estate
assets or mortgages receivable or used to reduce Debt), by us or any Subsidiary since the end of such calendar quarter, including those proceeds
obtained in connection with the incurrence of such additional Debt.

In addition to the foregoing limitation on the incurrence of Debt, the notes will provide that we will not, and will not permit any Subsidiary to,
incur any Debt secured by any mortgage, lien, charge, pledge, encumbrance or security interest of any kind upon any of our or any of our
Subsidiaries� property, whether owned on the date of issuance of the notes or thereafter acquired, if, immediately after giving effect to the
incurrence of such additional Debt and the application of the proceeds thereof, the aggregate principal amount of all of our and our Subsidiaries�
outstanding Debt on a consolidated basis which is secured by any mortgage, lien, charge, pledge, encumbrance or security interest on our or our
Subsidiaries� property is greater than 40% of our Total Assets.

Furthermore, the notes also will provide that we will not, and will not permit any Subsidiary to, incur any Debt if the ratio of Consolidated
Income Available for Debt Service to the Annual Service Charge for the four consecutive fiscal quarters most recently ended prior to the date on
which such additional Debt is to be incurred shall have been less than 1.5, on a pro forma basis after giving effect thereto and to the application
of the proceeds therefrom, and calculated on the assumption that (l) such Debt and any other Debt incurred by us and our Subsidiaries since the
first day of such four-quarter period and the application of the proceeds therefrom, including to refinance other Debt, had occurred at the
beginning of such period; (2) the repayment or retirement of any other Debt by us and our Subsidiaries since the first day of such four-quarter
period had been incurred, repaid or retired at the beginning of such period (except that, in making such computation, the amount of Debt under
any revolving credit facility shall be computed based upon the average daily balance of such Debt during such period); (3) in the case of
Acquired Debt or Debt incurred in connection with any acquisition since the first day of such four-quarter period, the related acquisition had
occurred as of the first day of such period with the appropriate adjustments with respect to such acquisition being included in such pro forma
calculation; and (4) in the case of any acquisition or disposition by us or our Subsidiaries of any asset or group of assets since the first day of
such four-quarter period, whether by merger, stock purchase or sale, or asset purchase or sale, such acquisition or disposition or any related
repayment of Debt had occurred as of the first day of such period with the appropriate adjustments with respect to such acquisition or disposition
being included in such pro forma calculation.

Maintenance of Unencumbered Total Asset Value. The notes will provide that we, together with our Subsidiaries, will at all times maintain an
Unencumbered Total Asset Value in an amount of not less than 150% of the aggregate outstanding principal amount of all our and our
Subsidiaries� outstanding unsecured Debt.

Insurance. The notes will provide that we will, and will cause each of our Subsidiaries to keep all of its insurable properties insured against loss
or damage at least equal to their then full insurable value with insurers of recognized responsibility and, if such insurer has publicly rated debt,
the rating for such debt must be at least investment grade with a nationally recognized rating agency.
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As used herein:

�Acquired Debt� means Debt of a person (1) existing at the time such person becomes a Subsidiary or (2) assumed in connection with the
acquisition of assets from such person, in each case, other than Debt incurred in connection with, or in contemplation of, such person becoming
a Subsidiary or such acquisition. Acquired Debt shall be deemed to be incurred on the date of the related acquisition of assets from any person or
the date the acquired person becomes a Subsidiary.

�Annual Service Charge� as of any date means the maximum amount which is payable in any period for interest on, and original issue discount of,
our and our Subsidiaries� Debt and the amount of dividends which are payable in respect of any Disqualified Stock.

�Capital Shares� means, with respect to any person, any capital shares (including preferred shares), interest, participations or other ownership
interest (however designated) of such person and any rights (other than debt securities convertible into or exchangeable for capital shares),
warrants or options to purchase any thereof.

�Consolidated Income Available for Debt Service� for any period means our and our Subsidiaries� funds from operations plus amounts which have
been deducted for interest on our and our Subsidiaries� Debt.

�Debt� means any of our or any of our Subsidiaries� indebtedness, other than contingent liabilities (except to the extent as set forth in (iii) below),
in respect of (without duplication) (i) borrowed money or evidenced by bonds, notes, debentures or similar instruments, (ii) indebtedness secured
by any mortgage, pledge, lien, charge, encumbrance or any security interest existing on property owned by us or any of our Subsidiaries, (iii) the
reimbursement obligations, contingent or otherwise, in connection with any letters of credit actually issued or amounts representing the balance
deferred and unpaid of the purchase price of any property or services, except any such balance that constitutes an accrued expense or trade
payable, or all conditional sale obligations or obligations under any title retention agreement, (iv) the principal amount of all obligations of ours
or any of our Subsidiaries with respect to redemption, repayment or other repurchase of any Disqualified Stock or (v) any lease of property by us
or any of our Subsidiaries as lessee which is reflected on our consolidated balance sheet as a capitalized lease in accordance with generally
accepted accounting principles to the extent, in the case of items of indebtedness under (i) through (iii) above, that any such items (other than
letters of credit) would appear as a liability on our consolidated balance sheet in accordance with generally accepted accounting principles, but
does not include any obligation of ours or any of our Subsidiaries to be liable for, or to pay, as obligor, guarantor or otherwise, Debt of another
person (other than us or any of our Subsidiaries) unless and until we or such Subsidiary shall become directly liable in respect thereof).

�Disqualified Stock� means with respect to any person, any Capital Shares of such person which by the terms of such Capital Shares (or by the
terms of any security into which it is convertible or for which it is exchangeable or exercisable), upon the happening of any event or otherwise
(1) matures or is mandatorily redeemable, pursuant to a sinking fund obligation or otherwise, (2) is convertible into or exchangeable or
exercisable for Debt or Disqualified Stock or (3) is redeemable at the option of the holder thereof, in whole or in part, in each case on or prior to
the stated maturity.

�Subsidiary� means, with respect to any person (the �parent�) at any date, any corporation, limited liability company, partnership, joint venture,
association, trust or any other entity, the accounts of which would be consolidated with those of the parent in the parent�s consolidated financial
statements if such financial statements were prepared in accordance with generally accepted accounting principles as of such date.

�Total Assets� as of any date means the sum of (1) our Undepreciated Real Estate Assets and (2) all of our other assets determined in accordance
with generally accepted accounting principles (but excluding intangibles and accounts receivable).
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�Undepreciated Real Estate Assets� as of any date means the book value of our and our Subsidiaries� real estate assets on such date, before
depreciation and amortization determined on a consolidated basis in accordance with generally accepted accounting principles.

�Unencumbered Total Asset Value� means as of any date the sum of, without duplication, those Undepreciated Real Estate Assets which are not
subject to a lien securing Debt and all other assets (excluding intangibles and accounts receivable), of ours and our Subsidiaries not subject to a
lien securing Debt, all determined on a consolidated basis in accordance with generally accepted accounting principles; provided, however, that
all investments by us and our Subsidiaries in unconsolidated joint ventures, unconsolidated limited partnerships, unconsolidated limited liability
companies and other unconsolidated entities shall be excluded from Unencumbered Total Asset Value to the extent that such investments would
have otherwise been included.

See �Description of Debt Securities�Certain Covenants� in the accompanying prospectus for a description of additional covenants applicable to us.

Events of Default

A default under any of our other debt instruments with an aggregate principal amount outstanding of at least $25 million will be an event of
default under the indenture; provided, however, that for so long as any of the securities issued pursuant to the indenture prior to the original issue
date of the notes offered by this prospectus supplement are outstandip;Pickett is a past President of the Mortgage Bankers Association of
America. Mr. Pickett has been a Fannie Mae director since 1996.
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Leslie Rahl, age 53, is the founder and has been the President of Capital Market Risk Advisors, Inc., a
financial advisory firm specializing in risk management, hedge funds, and capital market strategy, since 1994.
Previously, Ms. Rahl spent 19 years at Citibank, including nine years as Vice President and Division Head,
Derivatives Group � North America. Ms. Rahl is currently on the board of the International Association of
Financial Engineers, the Fischer Black Memorial Foundation, and 100 Women in Hedge Funds. Ms. Rahl is a
former director of the International Swaps Dealers Association. Ms. Rahl was elected to the Fannie Mae
Board in February 2004.

Franklin D. Raines, age 55, has been Chairman of the Board and Chief Executive Officer of Fannie Mae
since January 1999 and was Chairman of the Board and Chief Executive Officer�Designate of Fannie Mae
from May 1998 to December 1998. Prior to his current position with Fannie Mae, Mr. Raines was Director of
the United States Office of Management and Budget from September 1996 to May 1998. Previously, Mr.
Raines had been Vice Chairman of the Board of Fannie Mae from September 1991 to September 1996. He
joined Fannie Mae in July 1991 as Vice Chairman�Designate. Before joining Fannie Mae, Mr. Raines was
with Lazard Freres & Co., an investment banking firm, which he joined in 1979 and was a General Partner
from January 1985 to December 1990 and a Limited Partner from January 1991 to June 1991. Mr. Raines also
serves as a director of PepsiCo, Inc. and Pfizer Inc. Mr. Raines will retire as a director of Time Warner Inc. in
May 2004. In addition, Mr. Raines serves as an Overseer of TIAA-CREF. Mr. Raines was a Fannie Mae
director from 1991 to 1996 and has been a Fannie Mae director since 1998.

H. Patrick Swygert, age 61, has been President of Howard University, a Washington, D.C. educational
institution, since 1995. He also serves as a director of Hartford Financial Services Group, Inc. and United
Technologies Corporation. In addition, Mr. Swygert is a member of Brown v. Board of Education National
Commemoration Commission, chairman of the Historically Black Colleges and Universities Capital Finance
Advisory Board, U.S. Department of Education, and member of the National Security Agency Advisory
Board. Mr. Swygert has been a Fannie Mae director since 2000.
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Board of Directors

The Board of Directors met 19 times during 2003. Each director serving on the Board in 2003 attended at least 75 percent of the total number of
meetings of the Board of Directors and Board committees on which he or she served.

Commencing in 2004, Fannie Mae�s policy is that all directors attend the annual meeting of shareholders. Seven directors attended the 2003
annual meeting of shareholders.

Committees of the Board of Directors

The standing committees of the Board of Directors are:

The Assets and Liabilities Policy Committee, which assists the Board in its oversight of management�s interest rate risk, credit risk, and capital
management activities by:

� developing an in-depth and specialized knowledge on matters relating to assets and liabilities management; and
� reviewing management�s policy proposals and performance, and making recommendations and reports to the Board, on matters relating to

Fannie Mae�s assets and liabilities. In this capacity, the Assets and Liabilities Policy Committee, among other things, reviews: credit and
interest rate risk management policies and performance; investment guidelines for the liquid investment portfolio and management�s
compliance with those guidelines; the use of derivative contracts; and dividend payments.

The Audit Committee, which oversees:

� the accounting, reporting and financial practices of Fannie Mae, including the integrity of Fannie Mae�s financial statements;
� the creation and administration of financial controls;
� Fannie Mae�s compliance with legal and regulatory requirements;
� outside auditors� qualifications and independence;
� technology and systems oversight of Fannie Mae�s technological improvements; and
� the performance of Fannie Mae�s internal audit function and Fannie Mae�s outside auditor.

The Compensation Committee, which discharges the responsibilities of the Board relating to compensation of Fannie Mae�s executives and
oversees and advises the Board on the adoption of policies that govern Fannie Mae�s annual compensation and stock ownership plans. The
Compensation Committee, among other things:

� ensures that compensation programs reflect Fannie Mae�s pay for performance philosophy and that stock compensation aligns the interests
of employees, executives, and directors with those of shareholders;

� approves the compensation of Fannie Mae�s senior officers;
� reviews and advises Fannie Mae on the process used for gathering information on the compensation paid by other similar businesses;
� reviews Fannie Mae�s succession plans relating to the Chief Executive Officer and other senior officers; and
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� reviews periodic reports from management on matters relating to personnel appointments and practices.

The Executive Committee, which has all the authority of the Board during the interim periods between Board meetings, except for certain
specified powers that are stated in the Fannie Mae bylaws.

The Housing and Community Development Committee, which was formed by the Board in July 2003 to:

� assist in the development of Fannie Mae�s public policy position on housing issues, including (1) the development of initiatives aimed at
under-served groups such as low and moderate income purchasers, minorities, central city and rural residents, and people with special
housing needs, (2) reviewing new housing finance initiatives that are relevant to Fannie Mae�s corporate mission, and (3) Fannie Mae�s
contributions to public policy issues that are relevant to Fannie Mae and our key business partners; and

� oversee Fannie Mae�s contributions to affordable housing and community development, including (1) performance with respect to
regulatory housing goals, and (2) performance with respect to Fannie Mae�s
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own broad-based housing and community development initiatives.

The Nominating and Corporate Governance Committee:

� develops and monitors implementation of Fannie Mae�s corporate governance guidelines and key practices; conducts periodic
benchmarking of corporate governance practices and as needed, recommends appropriate changes; and otherwise plays a leadership role in
shaping Fannie Mae�s corporate governance; and

� identifies individuals qualified to become members of the Board; recommends to the Board the slate of director nominees to be elected by
shareholders; and recommends directors to be elected by the Board to fill any vacancies.

At the July 2003 Board of Directors meeting, the Board voted to discontinue the Technology Committee after the November 2003 meeting.
The Technology Committee met three times in 2003. Ongoing oversight of technological improvements is now carried out by the Audit
Committee.

Committee Table

The following table shows the current membership of each committee, the number of meetings held by each committee during 2003, and the
independence of our directors:

Director Executive Audit Compensation

Nominating
and

Corporate
Governance

Assets
and

Liabilities
Policy

Housing and
Community
Development Independent

Mr. Ashe X X X
Mr. Ashley X X Chair X
Ms. Bordonaro X X X
Mr. Duberstein X Chair X
Mr. Gerrity X Chair X X
Mr. Harvey X X X
Mr. Howard
Mr. Justiz X X X
Ms. Korologos X X Chair X
Mr. Malek X X X
Mr. Marron X X X
Mr. Mudd
Ms. Mulcahy X X Chair X
Mr. Pickett X X X
Ms. Rahl X X X
Mr. Raines Chair
Mr. Segue X X X
Mr. Swygert X X X
2003 Meetings 0 9 7 4 5 1
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The Board has determined that Mr. Malek and Ms. Mulcahy have the requisite experience to qualify as �audit committee financial experts� under
the rules and regulations of the SEC and has designated them as such.
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Directors� Compensation

Retainer Fees

Through October 2003, we paid our directors an annual retainer of $35,000, plus $1,000 for attending in person each Board or Board committee
meeting, and $600 for participating in each Board or Board committee telephone meeting. Committee chairmen received an additional annual
retainer of $10,000, plus an additional $500 for each committee meeting chaired and $300 for each telephone committee meeting chaired.

In October 2003, after a comprehensive benchmarking project on board compensation, meeting fees for all meetings (regular and telephonic)
were increased to $1,500 and other changes in director compensation were made as discussed below. The purpose of the board compensation
benchmarking project was to review our current board compensation package against board compensation practices at comparable companies to
ensure we could continue to attract and retain top director candidates. In accordance with our compensation philosophy, we targeted our board
compensation at approximately the 65th percentile of identified comparable companies, which is the same percentile target used to calculate
total compensation for executive officers (see page 18 for details on our compensation philosophy and approach).

Stock Options

Each non-management director is granted an annual nonqualified stock option to purchase 4,000 shares of common stock at the fair market value
on the date of grant. The date of grant is the date of the annual meeting of shareholders. A non-management director appointed or elected as a
mid-term replacement will receive a nonqualified stock option to purchase at the fair market value on the date of grant a pro rata number of
shares equal to the fraction of the remainder of the term. In May 2003, each non-management director then serving on the Board received an
option to purchase 4,000 shares of common stock with an exercise price of $72.515, which was the fair market value on the date of grant. In
February 2004, Ms. Rahl received an option to purchase 1,333 shares of common stock, with an exercise price of $79.2175, which was the fair
market value on the date of grant. Each option granted in 2003 and to Ms. Rahl in 2004 will expire ten years after the date of grant and was
exercisable immediately on the date of grant. The options held by non-management directors who have served on the Board for at least ten years
may be exercised for a period of one year following their retirement from the Board. Otherwise, non-management directors have three months to
exercise the options when they leave the Board.

Beginning with the annual stock option award to directors in 2004, options will vest over four years in equal annual installments and
non-management directors will have one year to exercise the options when they leave the Board.

Restricted Stock

Fannie Mae has a restricted stock award program for non-management directors established under the Fannie Mae Stock Compensation Plan of
2003. The award program provides for consecutive four-year cycles of awards of restricted common stock. Restricted common stock is common
stock that cannot be sold until it vests over an extended period of time, with vesting contingent on the director�s continued service on the Board.

Holders of restricted stock have all of the rights and privileges of a shareholder as to the restricted common stock, other than the ability to
transfer it, including the right to receive any cash or stock dividends declared with respect to the stock and the right to provide instructions on
how to vote the stock. Awards vest over four years at the rate of 25 percent per year, provided the participant is serving on the Board. If a
director joins the Board during a four-year cycle, he or she receives a pro rata portion of the grant for the cycle, based on the time remaining in
the cycle. These grants vest in the same annual amounts as those of directors who participate in the full four-year cycle. Vesting generally
accelerates upon departure from the Board due to death, disability, or for elected directors, not being renominated after age 70.
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In October 2003, as part of the comprehensive benchmarking project, Fannie Mae granted 2,600 shares of restricted common stock to each
non-management director who was a member of the Board at that time. The restricted shares granted to the directors pursuant to these awards
will vest in four equal annual installments, beginning with the date of the 2004 annual meeting. The full award to each director had a fair market
value on
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the grant date of $191,568. In February 2004, Fannie Mae made a pro rata grant of 2,275 shares of restricted common stock to Ms. Rahl. The fair
market value on the grant date was $180,220.

Each current Board member also has an outstanding grant of restricted common stock under the Fannie Mae Stock Compensation Plan of 1993.
In May 2001, Fannie Mae granted 871 shares of restricted common stock for the 2001-2006 cycle to each non-management director who was a
member of the Board at that time. The full award for the 2001-2006 cycle had a fair market value on the grant date of $65,813 and vests over a
five-year period at the rate of 20 percent per year. The current members of the Board who were not members in May 2001 received pro rata
awards upon their appointment or election to the Board, as follows: 856 shares to Mr. Ashe, Ms. Bordonaro, Mr. Harvey, and Mr. Segue in July
2001; 813 shares to Mr. Justiz in October 2001; 697 shares to Mr. Malek in May 2002; and 406 shares to Ms. Rahl in February 2004.

Directors who are employees of Fannie Mae receive no compensation for their service as directors.

Fannie Mae Director�s Charitable Award Program

In 1992, we established the Federal National Mortgage Association Director�s Charitable Award Program. The purpose of the program is to
acknowledge the service of Fannie Mae�s directors, recognize the interest of Fannie Mae and its directors in supporting worthy institutions, and
enhance Fannie Mae�s director benefit program to enable Fannie Mae to continue to attract and retain directors of the highest caliber. Under the
program, when a director dies, Fannie Mae will donate up to a maximum of $1,000,000 in $100,000 increments to up to five charitable
organizations or educational institutions of the director�s choice. To be eligible to receive a donation, a recommended organization must be an
educational institution or charitable organization and must qualify to receive tax-deductible donations under the Internal Revenue Code of 1986.
The program is funded by life insurance contracts on the lives of participating directors; the funding is structured in a manner that will allow
Fannie Mae to recover the entire program cost through the receipt of life insurance benefits. The program has no direct compensation value to
directors because they do not receive any direct cash or tax benefit.
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Audit Committee Report

The Audit Committee of Fannie Mae�s Board of Directors is composed of six directors. In the business judgment of the Board of Directors, each
Committee member meets the independence, qualification, and expertise requirements of the NYSE listing standards and Fannie Mae�s
Corporate Governance Guidelines. The Board has determined that Mr. Malek and Ms. Mulcahy have the requisite experience to qualify as �audit
committee financial experts� under the rules and regulations of the SEC and has designated them as such.

The Audit Committee operates under a written charter that is reviewed annually and was last revised and approved by the Board of Directors in
February 2004. A copy of the charter is attached as Appendix A to this proxy statement, and is also available on our Web site at
www.fanniemae.com. In addition to preparing this Audit Committee report, the purpose of the Audit Committee under the charter is to oversee:

� the accounting, reporting, and financial practices of Fannie Mae including the integrity of Fannie Mae�s financial statements;
� Fannie Mae�s compliance with legal and regulatory requirements;
� the outside auditors� qualifications and independence; and
� the performance of Fannie Mae�s internal audit function and Fannie Mae�s outside auditors.

In accordance with this purpose, the outside auditors report directly to the Audit Committee and the Committee has the sole authority to appoint
and retain the outside auditors. The Audit Committee approves in advance the fees for and terms of all auditing and non-audit services to be
provided by Fannie Mae�s outside auditors. The Committee meets separately on a periodic basis with each of management, the head of the
internal audit department, and the outside auditors. The Committee has the authority to retain counsel, accountants, and other advisors to assist
the members in carrying out their duties.

For the year ended December 31, 2003, the Audit Committee met 9 times. During the year, the Committee met with members of senior
management (including the Chairman and Chief Executive Officer, the Vice Chairman and Chief Operating Officer, the Vice Chairman and
Chief Financial Officer, the Controller, the head of the internal audit department, the Chief Technology Officer, the Executive Vice President for
Law & Policy, and the General Counsel) and internal tax, finance, legal, technology, and internal audit personnel, as well as representatives from
Fannie Mae�s outside auditors, to discuss and review the audit scope and plans, the results of internal and external audit examinations,
evaluations by the auditors of Fannie Mae�s internal controls, the quality of Fannie Mae�s financial reporting, Fannie Mae�s compliance with legal
and regulatory requirements, and Fannie Mae employees� compliance with the Code of Business Conduct, and other matters. Specifically, the
Committee, among other things:

� reviewed, and discussed with management, the audited financial statements for the year ended December 31, 2003;
� discussed with the outside auditors the matters required to be discussed by Statement on Auditing Standards No. 61;
� received the written disclosures and the letter from the outside auditors, KPMG LLP, required by Independence Standards Board Standard

No. 1 (�Independence Discussions with Audit Committees�) and discussed with the outside auditor their independence from Fannie Mae;
� conducted due diligence regarding the outside auditors� independence from Fannie Mae and its management;
� considered whether the rendering of non-audit services by the outside auditors was compatible with the auditors� independence;
� reviewed and discussed the scope and resources for the internal audit function; and
� reviewed and oversaw the process by which Fannie Mae�s Chief Executive Officer and Chief Financial Officer certified Fannie Mae�s

periodic disclosures.
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In reliance on the reviews, reports, and discussions referred to above, the Audit Committee recommended to the Board of Directors, and the
Board of Directors approved, that the audited financial statements be included in Fannie Mae�s Annual Report on Form 10-K for the year ended
December 31, 2003.

In addition, the Audit Committee has approved the reappointment of Fannie Mae�s outside auditors,
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KPMG LLP, for 2004, and has submitted the reappointment to shareholders for ratification at the 2004 annual meeting.

The Committee pre-approved the fees for and terms of all audit and non-audit services to be provided by the outside auditors in 2004. The Audit
Committee chairman may pre-approve any additional audit or non-audit services to be provided by the outside auditors and will report any
pre-approvals to the Committee at the next scheduled meeting.

Interested parties may contact the Audit Committee by electronic mail, sent to �auditcommittee@fanniemae.com�, or by U.S. mail, sent to Audit
Committee, c/o Office of the Secretary, Fannie Mae, Mailstop: 1H-2S/05, 3900 Wisconsin Avenue NW, Washington DC 20016-2892.

The Audit Committee

Thomas P. Gerrity, Chairman

William R. Harvey

Frederic V. Malek

Anne M. Mulcahy

Joe K. Pickett

Taylor C. Segue
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Compensation Committee Report on Executive Compensation

The Compensation Committee of Fannie Mae�s Board of Directors is composed of four directors. In the business judgment of the Board of
Directors, each Committee member meets the independence requirements of the NYSE listing standards and Fannie Mae�s Corporate
Governance Guidelines. The Compensation Committee met seven times in 2003.

The Compensation Committee charter setting forth the Committee�s organization, purpose, and duties is available at www.fanniemae.com.

Fannie Mae�s Compensation Philosophy and Approach

Fannie Mae became a shareholder-owned corporation in 1968, and since that time has become one of the world�s largest financial institutions. In
carrying out its mission, Fannie Mae has become the country�s largest source of financing for home mortgages and the largest issuer of
private-sector corporate debt and mortgage-backed securities.

Because of the scope and complexity of Fannie Mae�s activities and its role in the U.S. economy and housing finance system, and the importance
of its mission, it is imperative that the corporation always be in a position to attract and retain the best possible talent. To this end, Fannie Mae�s
Board of Directors has adopted a compensation policy designed to help the corporation compete with other large, sophisticated financial services
companies for the talent Fannie Mae needs.

In formulating and implementing Fannie Mae�s compensation philosophy, the Board of Directors, through its Compensation Committee, also has
carefully considered its statutory obligations under the Fannie Mae Charter Act. The Charter Act states that the Board of Directors shall pay its
executive officers compensation that the Board determines to be �reasonable and comparable with compensation for employment in other similar
businesses (including other publicly held financial institutions or major financial services corporations) involving similar duties and
responsibilities.� Moreover, the Charter Act requires that �a significant portion of potential compensation of all executive officers�of [Fannie Mae]
shall be based on the performance of [Fannie Mae].� The Compensation Committee has based its compensation philosophy on these statutory
requirements and has established review processes to ensure that this philosophy is implemented rigorously and carefully.

Accordingly, the central tenets of Fannie Mae�s compensation philosophy are pay for performance and comparability. Pay for performance is
reflected clearly in the structure of Fannie Mae�s compensation programs. It is the core principle underlying the programs. Other than base salary,
all major elements of Fannie Mae�s compensation program for the most senior members of the executive officer group are tied to annual and
long-term performance goals. Furthermore, through the use of stock vesting over multi-year terms, Fannie Mae tightly aligns the interests of
executives with those of shareholders over extended periods of time.

The Committee acts to ensure that Fannie Mae�s compensation is reasonable and comparable with the compensation of executives in other
similar businesses that involve similar duties and responsibilities. Each year, the Compensation Committee reviews compensation survey data to
analyze current compensation practices at companies comparable to Fannie Mae in terms of asset size, line of business, market capitalization,
and other relevant factors. Specific Fannie Mae officer positions are compared to positions involving similar duties and responsibilities. The
market data reviewed by the Committee for specific officer positions comes from companies included in the S&P Financials Index shown in the
performance graph on page 3, as well as other publicly-held financial institutions and major financial services companies that compete for
executives whose skills and experience are sought by Fannie Mae. The Committee uses as an advisor a nationally-recognized executive
compensation consulting firm, Johnson & Associates, to assist in this comparability analysis.
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At the Committee�s request, the executive compensation consultant conducted a comprehensive assessment of Fannie Mae�s compensation
philosophy to assist the Committee in its analysis of that pay philosophy, market comparability, and types of long-term incentives used. Based
on that review, the Committee decided to continue to target cash compensation (i.e., salary and annual bonus) at approximately the 50th
percentile of the market data and
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positions total compensation (cash plus stock-based awards) at approximately the 65th percentile. The market data is used to determine specific
salary, bonus, and variable long-term incentive award targets by officer position. The proportion of the total compensation package tied to
performance measures increases with the rank of the executive officer.

In addition to Johnson & Associates, as authorized by its charter, the Committee retained an outside advisor wholly independent of management
to assist it and provide the Committee with advice and support on certain compensation matters. The outside advisor is Roger Brossy of Semler
Brossy Consulting Group, and he reports directly to the Committee.

In implementing Fannie Mae�s compensation philosophy, the Committee each year conducts an assessment of corporate and individual
performance. Individual performance reviews are rigorous. Each officer�s individual performance is assessed on both individual business results
and the demonstration of specific leadership qualities throughout the year. Evaluation of leadership qualities is assessed through the collection of
reviews from the officer�s subordinates, peers and superiors. In the final step of the performance review process, an overall performance rating is
assigned reflecting a balance of business results and demonstration of leadership.

The performance rating is used to determine actual pay for salary, bonus, and variable long-term incentive awards relative to the targets. The
Committee has final authority over compensation decisions for senior vice presidents, and the full non-management board determines
compensation for executive vice presidents and the members of Office of the Chairman.

Our executive compensation program has three primary tools: base salary, an annual bonus award, and variable long-term incentive awards. The
program ties a large portion of each officer�s total compensation to performance over different time periods. To achieve a balanced result, Fannie
Mae�s pay for performance approach provides a cash payment for achieving annual financial goals and stock-based awards for medium and
long-term performance generating increases in shareholder returns. This program is expressly designed not to put too much reliance on any one
form of compensation.

Base Salary. Base salary for executive officers is determined principally by the Committee�s judgment as to the market for comparable positions,
informed by an annual market comparability review conducted by Fannie Mae�s third-party consultant. Final salary determinations also reflect
individual performance, leadership, and experience level. In general, the Committee seeks to target annual total cash (salary plus bonus) to the
50th percentile of the comparative market.

Annual Incentive Plan. The Annual Incentive Plan puts a portion of each executive officer�s annual cash compensation at risk. Financial goals,
measured by earnings per share (�EPS�) growth, established by the Board at the beginning of the year and achievement against these goals
determine the funding of the bonus pool from which the actual bonuses are paid.

Variable Long-Term Incentive Awards. Variable long-term incentive awards are delivered in the form of stock options, and performance shares
or restricted stock. All variable long-term incentive compensation programs are paid solely in Fannie Mae common stock, thereby reinforcing
the shared interests of officers and shareholders. Officers at the senior vice president level and above receive half of the value of their annual
variable long-term incentive award in the form of performance shares and half in the form of stock options.

Performance Shares. Performance shares are pay for performance incentive awards that compensate senior management for meeting
performance objectives over a three-year period. Each year, the Committee establishes designated award periods (�cycles�) of three years. At the
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beginning of each cycle, at the Committee�s request, the Board establishes program targets based on both financial and non-financial goals. The
financial goals currently are tied to growth in EPS and the non-financial goals are tied to Fannie Mae�s strategic plan. The Committee has
established a scorecard to measure Fannie Mae�s achievement of the strategic plan in the following areas:

� leadership in increasing access to affordable housing;
� leading presence in the secondary mortgage market;
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� optimal interest rate, credit, and policy risk management;
� development of a corporate culture to enhance strategy execution; and
� development of an e-commerce infrastructure to increase capabilities and lower costs.

The EPS goals and the strategic goals are given equal weighting (i.e., 50 percent each) in determining award payout. The Committee determines
actual achievement against these goals at the conclusion of each cycle. An actual award payout can range from 40 percent of the performance
shares granted for threshold achievement to 150 percent for goal achievement at maximum levels. No payment is made if achievement is below
the pre-determined threshold. Fannie Mae began a new three-year performance share cycle in January 2004.

Stock Options. Stock options link the interests of executives and shareholders by providing value to the executive only when the stock price
increases over a number of years. Stock options generally vest over a four-year period at the rate of 25% per year and have a ten-year term. The
number of stock options received by Fannie Mae executive officers as a group is targeted, when combined with performance shares, to bring
total compensation to the 65th percentile of the comparative market.

Chief Executive Officer Compensation

All of the executive compensation processes and policies described above are applied in setting the compensation and assessing the performance
of Mr. Raines. In addition to reviews from a range of officers at the company, all non-management members of the Board participate in the
review of Mr. Raines� performance.

Without Mr. Raines present, the non-management members of the Board discussed the Committee�s review of Mr. Raines� performance for 2003.
They assessed Mr. Raines� performance against a broad range of leadership criteria including: strategic thinking, providing vision and direction,
accelerating change, intellectual honesty, integrity, motivating and developing people, teamwork and partnering, influencing ideas and
initiatives, fostering diversity and delivering results. The Board considered feedback from Mr. Raines� subordinates and Board members obtained
through the same survey instrument used to collect performance feedback for other officers. Mr. Raines� performance also was measured against
the financial and non-financial goals established for Fannie Mae�s strategic plan.

All of this information was used to make the performance-based compensation decisions for Mr. Raines. Overall, the Board concluded that the
performance of Fannie Mae under Mr. Raines� leadership exceeded targets set in advance and met or exceeded that of comparable companies.
Specifically noted were the following 2003 achievements:

� total business volume grew by 68 percent for a new record of $1.4 trillion;
� core business earnings per share grew more than 15 percent, producing Fannie Mae�s 17th consecutive year of double-digit growth;
� core taxable equivalent revenues grew by 24 percent, to $14.8 billion;
� the mortgage portfolio business grew by 13 percent in a highly competitive market for purchasing mortgages;
� the mortgage guaranty business (outstanding Fannie Mae mortgage-backed securities) grew by 26 percent;
� strong and concrete efforts to maintain �best in class� corporate governance;
� expansion of corporate transparency, through implementation of voluntary commitments and increased investor disclosures, including the

completion of the landmark registration of Fannie Mae�s common stock under the Securities Exchange Act of 1934 with the SEC; and
� investment in Fannie Mae�s future through the development of a new core technology infrastructure and new mortgage products and lender

services.
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Additionally, the Committee took note of Mr. Raines� leadership of Fannie Mae and achievement of its housing and other goals in a challenging
business environment and intensive policy environment. The Committee also took note of Mr. Raines� leadership on behalf of housing and his
strong leadership in the national business community on corporate governance.

The Committee�s specific 2003 compensation determinations with respect to Mr. Raines are as follows and are reflected in the Summary
Compensation Table at page 25.
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Base Salary. For 2003, the Board set Mr. Raines� cash base salary at $992,250, unchanged since 2000, and slightly below the midpoint of the
market. For the purposes of calculating his pension and life insurance benefits, however, the Board set a reference annual base salary for
Mr. Raines at $1,153,030, reflecting a 5.4 percent increase over the prior year. Consistent with Fannie Mae�s pay for performance philosophy, the
difference between Mr. Raines� cash base salary and reference annual base salary is awarded as additional long-term, equity-based compensation.

Annual Bonus. For 2003, Mr. Raines� annual bonus is measured against targets set at the beginning of the year based on corporate financial
performance for the year, measured by growth in EPS. Fannie Mae significantly exceeded those targets and Mr. Raines� bonus for the year
reflects his contributions to that performance.

Other Annual Compensation. The Board also approved other benefits for Mr. Raines, including his reimbursement for tax counseling and
financial planning services and personal use of company transportation. The value of these benefits was considered by the board in setting Mr.
Raines� total compensation.

Variable Long-Term Incentive Compensation. The information provided in this proxy statement on variable long-term compensation reflects
two actions taken by the Committee. First, the Committee awarded the long-term incentive payouts reported in the Summary Compensation
Table at page 25. These stock payouts reflect the achievement of performance share program goals from 1999 through 2003. During that time
and under Mr. Raines� leadership, Fannie Mae reachedfinancial and strategic milestones including: record financial performance, significant
revenue growth in both of our business segments, and early achievements of the $2 trillion American Dream Commitment goal and the Trillion
Dollar Commitment.

Second, in line with Fannie Mae�s pay for performance goals and to continue to align Mr. Raines� compensation directly with the long-term
interests of shareholders, the Committee granted Mr. Raines performance shares and stock options vesting over multi-year periods, based on his
performance evaluation. The Committee awarded Mr. Raines 314,634 stock options based on Fannie Mae�s and Mr. Raines� outstanding
performance in 2003. Mr. Raines proposed to the Committee and it concurred that, for no additional compensation, he retain only 135,020 of
those options. Those awards are reflected in the tables at pages 26 and 27.

Conclusion

The Committee believes both the design of Fannie Mae�s compensation programs and the actual total compensation levels described in this proxy
statement reflect adherence to the Board of Directors� obligations under the Charter Act and careful thinking about what is appropriate from both
a competitive and shareholder perspectives, and clearly reflect Fannie Mae�s compensation philosophy.

The Compensation Committee

Anne M. Mulcahy, Chairman

Ann Korologos

Joe K. Pickett

Taylor C. Segue
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Nominating and Corporate Governance Committee Report

The Nominating and Corporate Governance Committee of the Fannie Mae Board of Directors is composed of five directors and operates under a
written charter that was last approved by the Board in April 2004. The Nominating and Corporate Governance Committee Charter is available
on our Web site. In the business judgment of the Board of Directors, each Committee member meets the independence requirements of the
NYSE listing standards and Fannie Mae�s Corporate Governance Guidelines. The Nominating and Corporate Governance Committee met four
times in 2003.

Among its responsibilities, the Nominating and Corporate Governance Committee makes recommendations to the Board about individuals to be
elected by the shareholders as Fannie Mae directors. The Committee also plays a leadership role in shaping Fannie Mae�s corporate governance.
The Nominating and Corporate Governance Committee recommended each of the thirteen nominees standing for election by the shareholders in
this proxy statement.

Director Nomination and Evaluation Process

Fannie Mae�s Charter Act provides that we are to have eighteen directors, thirteen elected by shareholders and five appointed by the President of
the United States. The Nominating and Corporate Governance Committee is responsible for evaluating, selecting, and recommending to the
Board the thirteen nominees for the Board to stand for election at the annual meeting of shareholders.

The Nominating and Corporate Governance Committee employs a variety of methods for identifying and evaluating director nominees.
Candidates for vacancies on the Board may come to the attention of the Nominating and Corporate Governance Committee through several
different means, including recommendations from Board members, senior management, professional search firms, shareholder nominations, and
other sources.

In evaluating candidates for the Board, the Nominating and Corporate Governance Committee focuses on the strategic needs of Fannie Mae. The
committee seeks out individuals who: (1) possess the highest personal values, judgment, and integrity; (2) have an understanding of the
regulatory and policy environment in which Fannie Mae conducts its business; and (3) have diverse experiences in the key business, financial,
and other challenges that face a major American enterprise.

Candidates who are nominated by shareholders are considered by the Nominating and Corporate Governance Committee using the same criteria
employed by the Committee to evaluate nominees from other sources. The process for shareholders to nominate a candidate for the Board for the
2005 annual meeting is described in �Shareholder Proposals and Nominations for 2005� on page 36 of this proxy statement.

Selection of New Director

Throughout 2003, the Nominating and Corporate Governance Committee engaged in an extensive search to find a candidate to fill the seat
vacated by Stephen Friedman, who left the Board to serve as the Director of the National Economic Council. The Committee expressed a
preference for finding a candidate with extensive business experience in the areas of finance and financial derivatives to replace Mr. Friedman
and one who would add diversity to the Board.
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The Nominating and Corporate Governance Committee engaged a search firm to assist with the search. After conducting extensive interviews,
the search firm presented several candidates to the Nominating and Corporate Governance Committee.

The Committee evaluated and considered the candidates and recommended to the Board Leslie Rahl, who was originally identified by the search
firm. In February 2004, the Board, acting on the recommendation of the Committee, elected her to the Board effective as of the February 2004
Board meeting. As described in her biography on page 11, Ms. Rahl has extensive business experience in financial derivatives.

Director Independence Standards Review

In early 2004, the Nominating and Corporate Governance Committee recommended, and the Board adopted, amendments to the director
independence standards in the Corporate
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Governance Guidelines to strengthen them as part of Fannie Mae�s goal of having best-in-class corporate governance.

The director independence standards set forth in the Corporate Governance Guidelines now exceed NYSE director independence requirements
in four significant areas: (1) a director will not be considered independent if he or she receives any payments from Fannie Mae (other than
payment for Board service from Fannie Mae); (2) a director will not be considered independent if Fannie Mae or the Fannie Mae Foundation
makes contributions of more than $100,000 to a charity affiliated with such director; (3) Fannie Mae will look back five years when reviewing
whether certain relationships or affiliations between a director and Fannie Mae would result in such director not being considered independent;
and (4) a director will not be considered independent if a Fannie Mae executive officer sits on the compensation committee of the director�s
employer, regardless of whether the director is an executive officer of that company.

Review of Incumbent Directors

In evaluating incumbent directors for renomination, the Nominating and Corporate Governance Committee takes into consideration a number of
factors, including: (1) the director�s contributions as a member of the Board; (2) any change in the director�s employment, including retirement;
(3) whether the director continues to bring relevant experience to the Board; (4) whether the director has the ability to attend meetings and fully
participate in the activities of the Board; (5) whether any circumstances have arisen, including the development of a relationship with Fannie
Mae or another organization, that might make it inappropriate for the director to continue his or her service on the Board; and (6) the director�s
age and length of service on the Board.

The Corporate Governance Guidelines provide that as a general matter, directors will not be renominated after having served on the Board for
ten years, unless the Nominating and Corporate Governance Committee determines there is a good reason to propose renomination. Two
members of the Board of Directors, Mr. Gerrity and Ms. Korologos, have served on the Board for ten or more years.

In accordance with the Guidelines, the Committee (with Ms. Korologos and Mr. Gerrity abstaining from the determination) carefully considered
the re-nomination of Ms. Korologos and Mr. Gerrity and decided to re-nominate both directors. The Committee noted their extensive experience
in serving on the boards of directors of public companies, their knowledge of Fannie Mae, their expertise and the Board�s desire for their
continued leadership as the chairs of the Audit and Nominating and Corporate Governance Committees, respectively.

The Committee concluded that in the current climate of increasing legal requirements and workload demands on boards of directors generally,
and on audit and nominating and corporate governance committees specifically, it is in the best interests of the shareholders and Fannie Mae that
they continue their service on the Board.

The Nominating and Corporate Governance Committee

Ann Korologos, Chairman

Victor H. Ashe

Stephen B. Ashley

Thomas P. Gerrity

Donald B. Marron

Edgar Filing: WEINGARTEN REALTY INVESTORS /TX/ - Form 424B5

Table of Contents 44



23

Edgar Filing: WEINGARTEN REALTY INVESTORS /TX/ - Form 424B5

Table of Contents 45



Table of Contents

Executive Officers Who Are Not Nominees

Our executive officers who are not nominees for election to the Board of Directors have provided the following information about their principal
occupation, business experience, and other matters.

Thomas E. Donilon, age 48, has been Executive Vice President�Law and Policy and Secretary to the Board of Directors since May 2000. Mr.
Donilon became a member of the Office of the Chairman in 2003. He served as Senior Vice President, General Counsel and Secretary from
September 1999 to May 2000. Mr. Donilon was a partner with the law firm of O�Melveny & Myers from February 1991 to March 1993 and
November 1996 to September 1999 when he joined Fannie Mae. Mr. Donilon served as Assistant Secretary of State for Public Affairs and Chief
of Staff to the Secretary of State from March 1993 to November 1996.

Louis W. Hoyes, age 55, has been Executive Vice President�Single-Family Mortgage Business since May 2000. He served as Senior Vice
President�Multifamily Lending and Investment from September 1995 to May 2000. Prior to his employment with Fannie Mae, Mr. Hoyes was a
managing director of Citicorp Real Estate, holding various management positions over his 22-year career in their commercial real estate division
and Latin American banking group. He also served as a Senior Credit Officer of Citibank, N.A., from 1982 until he joined Fannie Mae.

Ann M. Kappler, age 46, has been Senior Vice President and General Counsel since May 2000. She was Senior Vice President and Deputy
General Counsel from January 1999 to May 2000. Prior to joining Fannie Mae, she was a partner with Jenner & Block, a law firm, from January
1994 to December 1998.

Robert J. Levin, age 48, has been Executive Vice President�Housing and Community Development since June 1998. He was Executive Vice
President�Marketing from June 1990 to June 1998. He joined Fannie Mae in 1981.

Adolfo Marzol, age 43, has been Executive Vice President�Finance and Credit since November 2002. He was Executive Vice President and
Chief Credit Officer from June 1998 to November 2002. He was Senior Vice President�Single-Family Business Management from July 1996 to
June 1998. He was Senior Vice President�Capital Markets from February 1996 to July 1996. Prior to his employment with Fannie Mae, Mr.
Marzol was Executive Vice President and Chief Financial Officer from July 1993 to January 1996 and Senior Vice President�Interest Rate Risk
from January 1991 to June 1993 of Chase Manhattan Mortgage Corporation, a mortgage company.

Peter S. Niculescu, age 44, has been Executive Vice President�Mortgage Portfolio Business since November 2002. He was Senior Vice
President�Portfolio Strategy from March 1999 to November 2002. Prior to his employment with Fannie Mae, Mr. Niculescu was a Managing
Director and Co-Head of Fixed Income Research for Goldman Sachs & Co. He joined Goldman Sachs in 1990 and held a variety of positions
including Managing Director�Mortgage Research, Vice President�Mortgage Research, and Corporate Bond Strategist.

Julie St. John, age 52, has been Executive Vice President and Chief Information Officer since March 2004. She was Executive Vice President
and Chief Technology Officer from July 2000 until March 2004. She served as Senior Vice President�Mortgage Business Technology from
November 1999 to July 2000. She was Senior Vice President�Guaranty and Franchise Technologies from November 1993 to November 1999.
Ms. St. John joined Fannie Mae in 1990.

Michael J. Williams, age 46, has been President�Fannie Mae eBusiness since July 2000. He served as Senior Vice President�e-Commerce from
March 2000 to July 2000. He was Senior Vice President�Customer Applications and Technology Integration from November 1993 to March
2000. Mr. Williams joined Fannie Mae in 1991.

Under Fannie Mae�s bylaws, each officer holds office until his or her successor is chosen and qualified or until he or she dies, resigns, retires, or
is removed from office by the Board of Directors.
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Executive Compensation

Compensation Tables

The tables on pages 25 to 27 profile Fannie Mae�s compensation for the Chief Executive Officer and its four other most highly compensated
executive officers (the �covered executives�), including salaries and bonuses, option grants and exercises, and performance share awards. Awards
made in January 2004 are reported as compensation for 2003.

Summary Compensation Table

The following table shows the compensation of the covered executives for 2003, 2002, and 2001.

Annual Compensation (1) Long Term Compensation (2)

All Other
Compensation

(3)

Awards Payouts

Name and
Principal Position Year Salary Bonus

Other
Annual

Compensation

Total
Annual

Compensation

Restricted
Stock

Awards

Securities
Underlying
Options /
SARs(#)

LTIP
Payouts

Franklin D. Raines 2003 $ 992,250 $ 4,180,365 $ 237,246 $5,409,861 $ �  135,020 $ 11,621,280 $ 25,501
Chairman of the Board 2002 992,250 3,300,000 163,923 4,456,173 �  311,731 7,233,679 24,248
and Chief Executive 2001 992,250 3,125,650 3,085 4,120,985 �  277,335 6,803,068 25,215
Officer

Daniel H. Mudd 2003 714,063 1,288,189 92,762 2,095,014 �  105,749 4,674,015 10,167
Vice Chairman of the 2002 689,124 911,250 1,358 1,601,732 �  82,918 2,339,702 9,569
Board and Chief Operating
Officer

2001 656,429 1,083,109 1,320 1,740,858 �  87,194 1,188,846 8,412

Timothy Howard 2003 645,865 1,176,145 858 1,822,868 �  112,968 3,470,578 12,470
Vice Chairman of 2002 498,614 781,250 1,169 1,281,033 �  81,661 1,947,368 12,213
the Board and Chief 2001 463,315 694,983 1,103 1,159,401 �  75,617 1,987,119 12,150
Financial Officer

Thomas E. Donilon 2003 494,492 727,020 903 1,222,415 $ 834,628 89,268 1,915,304 9,189
Executive Vice President� 2002 428,195 600,000 990 1,029,185 �  75,595 913,274 8,539
Law and Policy and Secretary to
the Board 2001 375,000 562,571 963 938,534 �  63,251 303,563 7,459

Robert J. Levin 2003 567,706 801,237 851 1,369,794 $ 227,789 100,613 2,706,381 10,024
Executive Vice 2002 480,092 575,000 950 1,056,042 �  72,445 1,947,368 9,811
President�Housing & 2001 457,317 686,028 994 1,144,339 �  44,735 1,987,119 9,373
Community Development

Notes to Summary Compensation Table
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(1) Fannie Mae�s executive compensation program ties a large portion of each officer�s total compensation to performance over different time periods. Under the
program, an executive officer�s bonus generally reflects corporate performance for the past year. See also footnote (2). �Salary� includes annual salary deferred
to later years. �Bonus� includes amounts accrued under the Annual Incentive Plan and, for 2001, the value of shares the covered executives received under the
2001 Special Award Program. �Other Annual Compensation� in (a) 2003 includes $37,548 for tax counseling and financial planning services and $196,852 for
the personal use of company transportation for Mr. Raines, and $10,150 for tax counseling and financial planning services and $80,400 for club membership
fees for Mr. Mudd agreed to by Fannie Mae in connection with recruiting him from his then-current employment in Japan in 2000; and (b) 2002 includes
$37,225 for tax counseling and financial planning services and $123,539 for personal use of company transportation for Mr. Raines.

(2) Long-term compensation is designed to align a significant portion of executive compensation with long-term shareholder value. Accordingly, �LTIP Payouts�
reflect corporate and individual performance from 1999 through 2003. During that period, Fannie Mae experienced outstanding performance against its
mission-related and financial objectives.
At December 31, 2003, Mr. Mudd held 10,000 shares of unvested restricted common stock with a fair market value of $750,600, and Mr. Donilon held
21,600 shares of unvested restricted common stock with a fair market value of $1,621,296. The restricted common stock reported in the
Summary Compensation Table includes a grant of 10,000 shares awarded to Mr. Donilon with a fair market value of $664,800 that he received upon his
appointment to Fannie Mae�s Office of the Chairman, and 2,177 and 2,920 shares awarded to Mr. Donilon and Mr. Levin respectively on January 23, 2004
with a market value on the date of grant of $169,828 and $227,789. The shares vest over four years at a rate of 25% per year. Dividends are paid on restricted
common stock at the same rate as dividends on unrestricted common stock. See the �Compensation Committee Report on Executive Compensation� regarding
options awarded to Mr. Raines.

(3) �All Other Compensation� for each covered executive in 2003 includes a $6,000 employer matching contribution under the Retirement Savings Plan for
Employees. �All Other Compensation� for 2003 also includes an amount allocated to the premiums paid by Fannie Mae for the term life portion of split-dollar
life insurance coverage and an amount equal to the estimated value of the total premiums paid by Fannie Mae for the split-dollar insurance coverage, as
follows: Mr. Raines, $2,444 and $15,003; Mr. Mudd, $816
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and $2,251; Mr. Howard, $706 and $4,664; Mr. Donilon, $523 and $1,566; and Mr. Levin, $429 and $2,495. Fannie Mae terminated the split-dollar life

insurance for the covered executives in 2003. Fannie Mae has provided to Mr. Raines an additional term life insurance benefit in the amount of $900,000,
with an annual premium allocated to Mr. Raines of $954. �All Other Compensation� also includes premiums of $1,100 paid on behalf of each covered executive
in 2003 for excess liability insurance coverage.

Option Grants for Last Fiscal Year

The following table shows stock option grants for 2003 to the covered executives. These options represent part of Fannie Mae�s variable
long-term awards program for its officers, which also includes performance shares as described below in the Long-Term Incentive Plan Awards
Table. The value of stock options depends upon a long-term increase in the market price of the common stock. If the stock price does not
increase, the options will be worthless; if the stock price does increase, the increase will benefit all shareholders.

Individual Grants

Name

Number of
Securities

Underlying Options
Granted (1)

% of Total
Options

Granted to
Employees for

2003 (1)

Exercise or

Base Price

($/Sh)

Expiration
Date

Grant Date
Present

Value (2)

($)

Franklin D. Raines 135,020 4.03% $ 78.3150 1/23/2014 $ 3,006,895
Daniel H. Mudd 105,749 3.16% 78.3150 1/23/2014 2,355,030
Timothy Howard 105,749

7,219
3.16
0.22

%
%

78.3150
69.5250

1/23/2014
1/18/2010

2,355,030
136,944

Thomas E. Donilon 89,268 2.67% 78.3150 1/23/2014 1,987,998
Robert J. Levin 100,613 3.00% 78.3150 1/23/2014 2,240,652

Notes to Option Grants Table

(1) Includes options granted on January 23, 2004. Options vest 25 percent per year beginning on the first anniversary of the grant date.
Vesting will be accelerated upon the optionee�s retirement (at age 65 or later), early retirement (from age 60 to 64, with at least five years
of service), total disability, death, and in other limited circumstances. The options expire ten years after the date of grant. The options
granted to officers at and above the level of executive vice president are subject to accelerated vesting under certain circumstances.
Optionees over age 55 with five or more years of service generally will have the right to exercise any vested nonqualified stock option,
whenever granted, until it expires by its terms. The 7,219 options awarded to Mr. Howard have vested in accordance with their terms. See
the �Compensation Committee Report on Executive Compensation� regarding options awarded to Mr. Raines.

(2) The �Grant Date Present Value� numbers in the table were derived by application of a variation of the Black-Scholes option pricingmodel.
The following assumptions were used in the model:

� an exercise price on the option equal to the fair market value of the underlying stock on the date of grant;
� an option term of ten years and an interest rate of 4.074 percent (6 years and 3.22 percent for the 7,219 options granted to Mr. Howard),

which represents the interest rate on a U.S. Treasury security with a maturity date corresponding to that of the option term;
� volatility of 31.09 percent (32.07 percent for the 7,219 options granted to Mr. Howard), calculated using 5-year weekly volatility prior

to the grant date; and
� current dividends at the rate of $2.08 per share ($1.80 per share for the 7,219 options granted to Mr. Howard), representing the

annualized dividends paid with respect to a share of common stock and representing a constant percentage of 2.66 percent at the date of
grant (2.59 percent for the 7,219 options granted to Mr. Howard).
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Aggregated Option Exercises in Last Fiscal Year and Fiscal Year End Option Values

The following table shows the aggregate number of shares underlying options exercised in 2003 and the value at year-end of outstanding
options, whether or not exercisable.

Name

Shares

Acquired

on Exercise

(#)

Value

Realized (1)

($)

Number of

Securities Underlying

Unexercised Options

December 31, 2003

Exercisable/

Unexercisable

(#)

Value of Unexercised

In-the-Money Options

December 31, 2003

Exercisable/

Unexercisable (2)

($)

Franklin D. Raines �  �  1,215,304/715,900 $ 7,448,575/4,437,208

Daniel H. Mudd �  �  197,035/294,372 1,919,109/3,706,686

Timothy Howard 51,200 $  2,678,162 406,295/201,404 10,391,077/1,210,253

Thomas E. Donilon �  �  69,314/144,123 134,241/660,987

Robert J. Levin 51,200 2,603,295 368,999/162,243 10,391,077/1,118,410

Notes to Option Exercises/Year End Values

(1) �Value Realized� is the difference between the exercise price and the market price on the exercise date, multiplied by the number of options
exercised. �Value Realized� numbers do not necessarily reflect what the executive might receive when he or she sells the shares acquired by
the option exercise, since the market price of the shares at the time of sale may be higher or lower than the price on the exercise date of the
option.

(2) �Value of Unexercised In-the-Money Options� is the aggregate, calculated on a grant by grant basis, of the product of the number of
unexercised options at the end of 2003 multiplied by the difference between the exercise price for the grant and the year-end market price
($75.06), excluding grants for which the difference is equal to or less than zero.

Long-Term Incentive Plan Awards Table

Performance or Other

Period Until

Maturation or Payout

Estimated Future Payouts Under

Non-Stock Price Based Plans

Name Number of
Performance

Award Cycle Payout Period

(if any)

Threshold

(#)

Target

(#)

Maximum

(#)
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Shares (1)

(#)

Franklin D. Raines 99,967 2004-2006 2007, 2008 39,987 99,967 149,951
Daniel H. Mudd 33,599 2004-2006 2007, 2008 13,440 33,599 50,399
Timothy Howard 33,599 2004-2006 2007, 2008 13,440 33,599 50,399
Thomas E. Donilon 28,363 2004-2006 2007, 2008 11,345 28,363 42,545
Robert J. Levin 31,967 2004-2006 2007, 2008 12,787 31,967 47,951

Notes to Long-Term Incentive Plan Awards Table

(1) Contingent grants of performance shares were made as part of Fannie Mae�s variable long-term awards program on January 23, 2004 for
the 2004-2006 cycle, for which distributions will be made in 2007 and 2008. Actual awards range from 40 percent to 150 percent of a
participant�s target performance shares based on equally weighted goals for growth in EPS and performance in strategic areas. If Fannie
Mae does not meet the requirement to achieve 40 percent awards, no award will be paid. The value of an actual award depends on the level
of achievement and the value of Fannie Mae�s common stock at the end of the cycle. The fair value of a performance share for the
2004-2006 cycle is subject to a limit of three times the fair market value of Fannie Mae�s common stock on January 23, 2004, the date of
grant. The fair market value of Fannie Mae�s common stock on the date of grant was $78.315.

27

Edgar Filing: WEINGARTEN REALTY INVESTORS /TX/ - Form 424B5

Table of Contents 52



Table of Contents

Fannie Mae Retirement Plans

Fannie Mae Retirement Plan

The Federal National Mortgage Association Retirement Plan for Employees Not Covered Under Civil Service Retirement Law (the �Fannie Mae
Retirement Plan�) provides benefits for those employees who are not covered by the federal Civil Service retirement law. Normal retirement
benefits are computed on a single life basis using a formula based on final average annual earnings and years of credited service. Participants are
fully vested when they complete five years of credited service. In addition, the Fannie Mae Retirement Plan is coordinated with Social Security
Covered Compensation as defined in Internal Revenue Service regulations. Since 1989, provisions of the Internal Revenue Code of 1986, as
amended, have limited the amount of annual compensation that may be used for calculating pension benefits and the annual benefit that may be
paid. For 2003, the statutory compensation and benefit caps were $200,000 and $160,000, respectively. Before 1989, some employees accrued
benefits based on higher income levels. For employees who retire before age 65, benefits are reduced by stated percentages for each year that
they are younger than 65.

The covered executives have approximately the following years of credited service: Mr. Levin, 23 years; Mr. Howard, 22 years; Mr. Raines, 12
years; Mr. Donilon, 4 years; and Mr. Mudd, 4 years.

The benefits under the Fannie Mae Retirement Plan are not subject to deductions for social security benefits or other offset amounts.

Supplemental Pension Plans

Fannie Mae adopted the Supplemental Pension Plan to provide supplemental retirement benefits to employees who do not participate in the
Executive Pension Plan and whose salary exceeds the statutory compensation cap applicable to the Fannie Mae Retirement Plan or whose
benefit under the Fannie Mae Retirement Plan is limited by the statutory benefit cap applicable to that Plan. Fannie Mae adopted the 2003
Supplemental Pension Plan to provide similar additional benefits to Fannie Mae officers based on the annual cash bonus received by an officer,
but limited to 50 percent of the officer�s salary.

The benefits under the Fannie Mae supplemental pension plans are not subject to deductions for social security benefits or other offset amounts.

The following table shows the estimated annual benefits that are payable under the Fannie Mae Retirement Plan and, if applicable, the
supplemental pension plans to an employee who does not participate in the Executive Pension Plan and who turned 65 and retired on January 1,
2004, using years of service accrued through January 1, 2004.

Fannie Mae Retirement Plan and Supplemental Pension Plans

Final Average
Annual Earnings

Estimated Annual Pension for Representative Years of Service
10 15 20 25 30 35
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$ 50,000 $ 7,800 $ 11,701 $ 16,506 $ 21,311 $ 26,116 $ 30,921
100,000 17,800 26,701 36,506 46,311 56,116 65,921
150,000 27,800 41,701 56,506 71,311 86,116 100,921
200,000 37,800 56,701 76,506 96,311 116,116 135,921
250,000 47,800 71,701 96,506 121,311 146,116 170,921
300,000 57,800 86,701 116,506 146,311 176,116 205,921
350,000 67,800 101,701 136,506 171,311 206,116 240,921
400,000 77,800 116,701 156,506 196,311 236,116 275,921
450,000 87,800 131,701 176,506 221,311 266,116 310,921
500,000 97,800 146,701 196,506 246,311 296,116 345,921
550,000 107,800 161,701 216,506 271,311 326,116 380,921
600,000 117,800 176,701 236,506 296,311 356,116 415,921
650,000 127,800 191,701 256,506 321,311 386,116 450,921
700,000 137,800 206,701 276,506 346,311 416,116 485,921

1,973,300 392,460 588,691 785,826 982,961 1,180,096 1,377,231
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Executive Pension Plan

Fannie Mae adopted the Executive Pension Plan to supplement the benefits payable to key officers under the Fannie Mae Retirement Plan. The
Compensation Committee selects the participants and determines the pension benefits for each participant. The Board of Directors approves the
pension benefits for participants who are at the

level of executive vice president and above. Payments are reduced by any amounts payable under the Fannie Mae Retirement Plan, any amounts
payable under the Civil Service retirement system attributable to Fannie Mae�s contributions for service with it, and, in certain circumstances,
any amounts attributable to employer contributions payable under a prior employer�s tax-qualified plan.

Participants are granted pension benefits ranging from 30 percent to 60 percent of the average total compensation for the three consecutive years
of the participant�s last ten years of employment when total compensation was the highest. Total compensation generally is a participant�s average
annual base salary, including deferred compensation, plus the participant�s other taxable compensation paid by Fannie Mae for the relevant year,
up to 50 percent of annual base salary for that year.

Participants who retire before age 60 generally receive a reduced benefit. Participants typically vest fully in their pension benefit after ten years
of Fannie Mae service as a participant in the Executive Pension Plan, with partial vesting usually beginning after five years. The benefit payment
typically is a monthly amount equal to 1/12th of the participant�s annual retirement benefit payable during the lives of the participant and the
participant�s surviving spouse. If a participant dies before receiving benefits under the Executive Pension Plan, generally his or her surviving
spouse will be entitled to a death benefit that begins when the spouse reaches age 55, based on the participant�s pension benefit at the date of
death.

Estimated annual benefits payable upon retirement, assuming that Fannie Mae�s corporate performance causes participants� other compensation to
equal or exceed 50 percent of annual base salary and full vesting at normal retirement age, for each of the covered executives are as follows: Mr.
Raines (60 percent pension benefit), $1,085,462; Mr. Mudd (50 percent pension benefit), $559,656; Mr. Howard (50 percent pension benefit),
$527,513; Mr. Donilon (40 percent pension benefit), $386,400; and Mr. Levin (40 percent pension benefit), $355,350.

Employment Arrangements

Fannie Mae�s employment agreements with Messrs. Raines, Mudd, and Howard end on June 30, 2004. Under the agreements, current salary may
not be reduced and the agreements may be extended for additional periods. The Board expects to enter into new agreements with Messrs.
Raines, Mudd and Howard prior to June 30, 2004.

Among other things, the agreements provide that if the officer is terminated other than for cause, is not nominated for election to the Board of
Directors, is removed from his current position, if the agreement is not extended after the end of its term, if there is a material change in
responsibilities, or if for any reason his employment is terminated within six months after a change in control of Fannie Mae, the officer will be
entitled to receive his then current annual salary until the later of the close of the remaining term of the employment agreement or one year after
its termination or nonextension (reduced, starting six months after termination, by amounts earned through other employment). Each
employment agreement contains a similar provision if the officer�s employment terminates due to disability, except that the amount of annual
salary will be reduced by any disability benefits received, to the extent that the benefits are attributable to payments made by Fannie Mae, and by
any amounts earned through other employment, until the employment agreement expires.
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If Mr. Raines dies during the term of his employment agreement, his designated beneficiary will receive a cash sum equal to two times Mr.
Raines� annual salary at the time of death. His surviving spouse will begin to receive the Executive Pension Plan surviving spouse�s benefit
immediately, regardless of her age. If Mr. Mudd or Mr. Howard dies during the term of his employment agreement, the designated beneficiary
or estate will receive a cash sum equal to his annual salary in effect at death.

Fannie Mae has an agreement with Mr. Levin, an executive vice president of Fannie Mae. Such
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agreement provides that if he is terminated for reasons other than for cause, he will continue to receive his base salary for a period of 12 months
from the date of termination and will continue to be covered by Fannie Mae�s life, medical, and long-term disability insurance plans for a
12-month period, or until re-employment that provides certain coverage, whichever occurs first. Any disability benefits that the officer receives
during the 12-month period will reduce the amount otherwise payable by Fannie Mae, but only to the extent the benefits are attributable to
payments made by Fannie Mae.

Certain Transactions

and Relationships

During 2003, Fannie Mae was a party to certain business transactions with institutions related to directors, nominees and an executive officer. In
addition, a director and an executive officer are related to employees of Fannie Mae. These transactions and employment relationships occurred
in the ordinary course of business, with terms and conditions substantially the same as those with other persons. They represent an insignificant
portion of Fannie Mae�s business.

The following directors and executive officers had reportable relationships in 2003.

Mr. Duberstein is Chairman and Chief Executive Officer of The Duberstein Group, an independent strategic planning and consulting company,
and is a nominee for election to the Board of Directors. The firm has provided services to Fannie Mae since 1991. During 2003, the firm
provided services on an annual fixed-fee basis of $375,000 and will continue to provide similar services during 2004.

Mr. Swygert�s son is employed by Fannie Mae as a non-officer employee in Fannie Mae�s eBusiness Marketing area. Mr. Swygert is an
independent director under Fannie Mae�s Corporate Governance Guidelines and the director independence standards of the NYSE.

During 2003, Fannie Mae utilized GSD&M of Austin, Texas; Public Strategies Inc. of Austin, Texas; and The Glover Park Group of
Washington, DC to provide advertising and public advisory services to the corporation. Mr. Donilon�s brother had an approximately 15 percent
interest in The Glover Park Group during 2003. Fees and commissions paid to The Glover Park Group in 2003 (net of amounts passed through
to other service providers) were approximately $429,000. As of December 31, 2003, Mr. Donilon�s brother no longer retained any interest in The
Glover Park Group.

Mr. Levin�s sister is employed by Fannie Mae as a non-officer employee in Fannie Mae�s Enterprise Systems Operations division.
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PROPOSAL 2:    RATIFICATION OF AUDITORS

After evaluating their performance in 2003, the Audit Committee has selected KPMG LLP as the outside auditors of Fannie Mae for 2004.
Representatives of KPMG LLP will be present at the annual meeting and will be given the opportunity to make a statement, if they desire to do
so, and to respond to appropriate questions. Unless shareholders specify otherwise in the proxy, proxies solicited by the Board of Directors will
be voted by the proxy holders at the annual meeting to ratify the selection of KPMG LLP as Fannie Mae�s outside auditors for 2004. A majority
of the votes cast at the annual meeting is required for ratification.

The following is a description of the fees paid by Fannie Mae to KPMG LLP during 2003 and 2002:

Description of Fees

Fees for

the Year Ended
December 31, 2003

Fees for

the Year Ended
December 31, 2002

Audit Fees $ 2,721,300 $ 1,978,955
Audit Related Fees (1) 4,557,850 3,651,493

Tax Fees (2) 3,696,957 3,638,820
All Other Fees (3)(4) 0 117,890

Total Fees $ 10,976,107 $ 9,387,158

Notes to Auditor Fees Table

(1) For 2003, represents fees for REMIC pricing and closing letters ($4,249,600) and REMIC payment validation services ($308,250). For
2002, represents fees for REMIC pricing and closing letters ($3,293,400), REMIC payment validation services ($300,000), due diligence
services on multifamily loans, and assistance with regulatory matters.

(2) For 2003, represents fees for REMIC tax return preparation ($3,666,957), and buyup pool processing. For 2002, represents fees for
REMIC tax return preparation ($3,423,820) and processing certain amortization schedules.

(3) For 2002, represents fees for a contract and procurement processing review. During 2003 and 2002, certain Fannie Mae officers selected
KPMG LLP to provide personal financial advisory services. Prior to April 2003, Fannie Mae paid KPMG LLP on behalf of the officers;
since that time, Fannie Mae has reimbursed the officers for such services regardless of the provider. The table excludes fees paid by Fannie
Mae to KPMG LLP on behalf of the officers of $20,900 in 2003 and $103,275 in 2002.

(4) Fannie Mae did not engage KPMG LLP to provide advice regarding, and was not billed by KPMG LLP for any fees in respect of, financial
information systems design and implementation during 2003 or 2002.
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Pre-Approval Policy

The Audit Committee�s policy is to pre-approve at its November meeting all audit and permissible non-audit services to be provided by the
independent auditor for the upcoming year. At this meeting, the independent auditor and management are required to present reports on the
nature of the services provided by the independent auditor for the past year and the fees for such services, categorized into audit services,
audit-related services, tax services and other services. In addition, management and the independent auditor are required to submit a list of
proposed audit and permissible non-audit services and the estimated fees for such services for the upcoming year. After reviewing and
discussing these reports, the Audit Committee approves the audit and permissible non-audit services for the upcoming year. Pre-approval for

services is generally provided for up to one year, and any pre-approval is detailed as to the particular service or category of services and
authorized fees. In the event that the fees for pre-approved services during the year exceed the authorized fees by 20 percent, then such increased
fees must be pre-approved by the Audit Committee.

The Audit Committee has delegated the authority to pre-approve any audit and permissible non-audit services and fee increases that arise during
the year to its current chairman, Mr. Gerrity, who is required to report any such pre-approvals at the next scheduled meeting of the Audit
Committee.

In 2003, no fees were paid to the independent auditor pursuant to the de minimis exception established by the SEC and all services were
pre-approved.

The Audit Committee of the Board of Directors recommends that shareholders

vote for the ratification of the selection of KPMG LLP.
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PROPOSAL 3:    APPROVAL OF AMENDMENT TO FANNIE MAE

EMPLOYEE STOCK PURCHASE PLAN

The Board of Directors recommends that the shareholders approve an amendment to the Federal National Mortgage Association 1985 Employee
Stock Purchase Plan (the �Plan�), which has been adopted by the Board of Directors subject to the approval of the shareholders, to increase from
41,000,000 to 50,000,000 (an increase of nine million shares) the aggregate number of shares of common stock that may be made available for
purchase by employees under the Plan.

In 1985, the Fannie Mae shareholders adopted the Plan, which is available to all eligible employees of the corporation. The purpose of the Plan
is to align the interests of employees and shareholders by providing employees with an opportunity to purchase shares of Fannie Mae common
stock at up to a 15% discount of the fair market value of the stock during specified purchase periods.

The Board sets the terms and conditions of purchases under the Plan, including the number of available shares. In any purchase period, the
maximum number of shares available for purchase by an eligible employee is the largest number of whole shares having an aggregate fair
market value on the first day of the purchase period that does not exceed $25,000. The Board of Directors may increase or decrease the number
and kinds of shares that may be purchased during any purchase period under the Plan. The Board may make such an adjustment only to prevent
substantial dilution or enlargement by reason of any stock dividend, recapitalization, reorganization, merger, or any similar change affecting the
common stock.

The shares that may be offered under the Plan may be authorized and unissued shares of common stock or treasury shares. All shares offered but
not purchased under the Plan will remain available for subsequent purchase periods.

The Plan is intended to be an �employee stock purchase plan� within the meaning of Section 423 of the Internal Revenue Code. Under such a plan,
no taxable income is recognized by a participant, and no deductions allowable to Fannie Mae, upon either the grant or the exercise of the right to
purchase shares under the Plan. Taxable income is not recognized by a participant until a sale or other disposition of the shares acquired under
the Plan or the death of the participant.

If the participant sells or otherwise disposes of the purchased shares within two years after the first day of the purchase period in which shares
were acquired, then the participant will recognize ordinary income in the year of sale or disposition equal to the amount by which the fair market
value of the shares on the purchase date exceeded the purchase price paid for those shares, and Fannie Mae will be entitled to an income tax
deduction, for the taxable year in which such disposition occurs, equal in amount to such excess.

If the participant sells or otherwise disposes of the purchased shares more than two years after the first day of the purchase period in which the
shares were acquired, then the participant will recognize ordinary income in the year of sale or disposition equal to the lesser of (1) the amount
by which the fair market value of the shares on the sale or disposition date exceeded the purchase price paid for those shares, or (2) the amount
by which the fair market value of the shares on the first day of that purchase period exceeded the purchase price paid for such shares. Any
additional gain upon the disposition will be taxed as a long-term capital gain. Fannie Mae will not be entitled to an income tax deduction with
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respect to such disposition.

If a participant still owns the purchased shares at the time of his or her death, the lesser of (1) the amount by which the fair market value of the
shares on the date of death exceeds the purchase price, or (2) the amount by which the fair market value of the shares on the first day of the
purchase period in which those shares were acquired exceeded the purchase price paid for such shares, will constitute ordinary income to the
participant in the year of death.

Under current accounting rules, the issuance of common stock under the Plan at a 5% discount
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will not result in a compensation expense chargeable against Fannie Mae�s reported earnings. However, Fannie Mae must disclose, in pro forma
statements to its financial statements, the combined impact of the purchase rights granted under the Plan and other noncompensatory plans
would have upon the corporation�s reported earnings were they recorded as compensation expense.

In February 2003, 4,806 employees were eligible under the Plan to purchase up to 1,859,922 shares of common stock at a 5% discount on the
fair market value of the common stock. In February 2004, 5,138 employees were eligible under the Plan to purchase up to 1,649,298 shares of
common stock at a 5% discount on the fair market value of the common stock.

No executive officer named in the Summary Compensation Table is eligible to participate in these offerings. In addition, no executive vice
presidents or senior vice presidents may participate in these offerings. In order to be eligible to participate in these offerings, an employee must
be: at or below the level of vice president, scheduled to work more than 20 hours a week at Fannie Mae, and have been employed by Fannie Mae
on the first day of the offering period.

Unless shareholders specify otherwise, proxies solicited by the Board of Directors will be voted by the proxy holders at the annual meeting to
approve the amendment to the Federal National Mortgage Association 1985 Employee Stock Purchase Plan. A majority of the votes cast at the
annual meeting will be required for approval.

The Board of Directors recommends that shareholders vote

for the approval of the amendment to Fannie Mae Employee Stock Purchase Plan.

The following table provides information related to our existing equity compensation plans.

Equity Compensation Plan Information

(as of December 31, 2003)

Plan category Number of securities to
be issued upon exercise
of outstanding options,

warrants and rights

(#)

Weighted-average
exercise price

of
outstanding options,

warrants and
rights

($)

Number of securities
remaining available

for future issuance

under equity
compensation plans
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(excluding securities
reflected in first

column)

(#)

Equity compensation plans approved by
shareholders 26,077,000 $ 62.78 42,847,268(1)
Equity compensation plans not approved by
shareholders N/A N/A N/A(2)

Total 26,077,000 $ 62.78 42,847,268

Notes to Equity Compensation Plan Information

(1) Shareholder approved plans: 2,962,826 shares under the 1985 Employee Stock Purchase Plan and 39,884,442 shares under the Stock
Compensation Plan of 2003.

(2) Fannie Mae has no equity compensation plans that have not received shareholder approval.
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PROPOSAL 4:    SHAREHOLDER PROPOSAL

Mrs. Evelyn Y. Davis, of 2600 Virginia Avenue, NW, Suite 215, Washington, DC 20037, who owns 600 shares of Fannie Mae common stock,
has advised Fannie Mae that the following resolution will be presented for approval of the shareholders at the annual meeting. She has submitted
the following statement in support of such resolution:

RESOLVED:

�That the stockholders of Fannie Mae, assembled in Annual Meeting in person and by proxy, hereby request the Board of Directors to take the
necessary steps to provide for cumulative voting in the election of directors, which means each stockholder shall be entitled to as many votes as
shall equal the number of shares he or she owns multiplied by the number of directors to be elected, and he or she may cast all of such votes for
a single candidate, or any two or more of them as he or she may see fit.�

REASONS:

�Many states have mandatory cumulative voting, so do National Banks.�

�In addition, many corporations have adopted cumulative voting.�

�Last year the owners of 122,627,153 shares, representing approximately 15.889% of shares voting, voted FOR this proposal.�

�If you AGREE, please mark your proxy FOR this resolution.�

Fannie Mae�s Response

Shareholders of Fannie Mae voted overwhelmingly at the 1988 annual meeting to eliminate cumulative voting. In each of the last 15 years, they
have rejected proposals similar to this one to reinstate cumulative voting.

The Board of Directors believes that the �one share, one vote� or straight voting method of electing directors results in a more efficient and unified
board, a board where each director represents the interests of all shareholders.
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Under the cumulative voting method for election of Fannie Mae�s directors, a shareholder would be entitled to cast votes equal to the number of
shares that the shareholder owns multiplied by the number of directors to be elected. Thus, all of a shareholder�s votes could be cast for a single
candidate or distributed among several nominees. If a shareholder wished, he or she could cast all 13 votes for each owned share for one
candidate. This method could permit a well-organized minority shareholder bloc to concentrate votes and elect one or more candidates to the
Fannie Mae Board. If this occurs, the operation of the Board could become factionalized, resulting in inefficient functioning and serious harm to
corporate operations. It is for this reason that the Board recommended eliminating cumulative voting in 1988 and now, as it did in 1989, 1990,
1991, 1992, 1993, 1994, 1995, 1996, 1997, 1998, 1999, 2000, 2001, 2002, and 2003 recommends against the reimposition of cumulative voting.

Unless shareholders specify otherwise in the proxy, proxies solicited by the Board of Directors will be voted by the proxy holders at the annual
meeting against this proposal. A majority of the votes cast at the annual meeting is required to approve this proposal.

The Board of Directors recommends that shareholders

vote against this proposal.

Other Matters

As of the date of this proxy statement, the Board of Directors knows of no business that will come before the annual meeting other than that
described in this proxy statement. If other business is properly brought before the annual meeting, the Board intends that the proxy holders will
vote proxies in the accompanying form on such matters according to the judgment of the proxy holders (except for those voted by Fidelity
Management Trust Company, as Trustee of the Trust established under the ESOP, and Equiserve Trust Company, N.A., the agent under the
Fannie Mae Stock Compensation Plan of 1993 and Fannie Mae Stock Compensation Plan of 2003).
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Shareholder Proposals and Nominations for 2005

Any shareholder proposal intended to be presented at the 2005 annual meeting must be received by Fannie Mae for inclusion in the proxy
statement no later than December 24, 2004. If a shareholder wishes to present a proposal at the 2005 annual meeting and the proposal is not
intended to be included in the proxy statement, the shareholder must give written notice to Fannie Mae not later than the dates set forth under
Section 3.12 of Fannie Mae�s bylaws. In general, those dates are either 60 days or 90 days before the date of the 2005 annual meeting as
described in the bylaws. The written notice should be sent via U.S. mail addressed to Fannie Mae Shareholder Proposal, c/o Office of the
Secretary, Fannie Mae, Mail Stop 1H-2S/05, 3900 Wisconsin Avenue NW, Washington, DC 20016-2892, and must be accompanied by specific
information regarding the proposal and the interest of the shareholder. If a shareholder does not comply with Section 3.12 of the bylaws, the
chair of the 2005 annual meeting may declare the proposal not properly brought before the meeting. If other matters properly come before the
2005 annual meeting, the holders of proxies for the 2005 annual meeting will use discretionary voting authority with respect to such matters.

Any shareholder who wishes to nominate a director at the 2005 Annual Meeting must submit written notice not later than the dates set forth in
Section 4.19 of Fannie Mae�s bylaws. In general those dates are either 60 or 90 days before the date of the 2005 annual meeting of shareholders.
The written notice should be sent via U.S. mail addressed to Fannie Mae Director Nominees, c/o Office of the Secretary, Fannie Mae, Mail Stop
1H-2S/05, 3900 Wisconsin Avenue NW, Washington, DC 20016-2892.

Alternatively, any shareholder who wishes to submit a candidate for consideration by the Nominating and Corporate Goverance Committee
should submit written notice to Fannie Mae Director Nominees, c/o Office of the Secretary, Fannie Mae, Mail Stop 1H-2S/05, 3900 Wisconsin
Avenue NW, Washington, DC 20016-2892, by January 3, 2005.

In either case, the written notice should include (1) the name, number of shares, and contact information of the nominating shareholder, (2) the
name, age, business address, and residence address of each nominee, (3) the principal occupation or employment of the nominee, (4) the number
of shares of Fannie Mae stock beneficially owned by the shareholder and the nominee, (5) a description of the nominee candidate�s qualifications
to serve as a director of Fannie Mae, and (6) a written consent from the nominee to being named in the proxy statement and to serve if elected, as
described in Section 4.19 of the bylaws.

Cost of Annual Meeting and Proxy Solicitation

Fannie Mae pays the cost of the annual meeting and the cost of soliciting proxies. In addition to soliciting proxies by mail, officers and regular
employees of Fannie Mae may solicit proxies by personal interview, telephone, and similar means. No officer or employee of Fannie Mae will
be specially compensated for these activities. Fannie Mae also intends to request that brokers, banks, and other nominees solicit proxies from
their principals and will pay the brokers, banks, and other nominees certain expenses they incur for such activities. Fannie Mae has retained
Morrow & Co. Inc., a proxy solicitation firm, to assist in the soliciting of proxies, for an estimated fee of $20,000, plus reimbursement of certain
out-of-pocket expenses.

Form 10-K
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If you would like to have a copy of Fannie Mae�s most recent Annual Report on Form 10-K, which contains financial and other information
about Fannie Mae, Fannie Mae will send you one without charge. Write or call the Office of Investor Relations, Fannie Mae, 3900 Wisconsin
Avenue NW, Washington, DC 20016 (telephone: 202-752-7115). Copies also are available on our Web site at www.fanniemae.com.
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Section 16(a) Beneficial Ownership Reporting

Section 16(a) of the Securities Exchange Act of 1934 requires directors and certain officers of reporting companies, and persons who own more
than ten percent of a registered class of such company�s equity securities, to file reports of ownership and changes in ownership with the SEC and
any exchange on which such company�s securities trade, and to furnish the company with copies of the forms. Based on a review of the copies of
these reports furnished to us after we became an SEC registrant and on written representations of the persons required to file such documents,
we believe that all of our directors and executive officers complied with these requirements during fiscal year 2003.

By Order of the Board of Directors

Thomas E. Donilon

Secretary

Dated: April 23, 2004

Washington, DC
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APPENDIX A:    AUDIT COMMITTEE CHARTER

1.    Members.    The Committee shall consist of at least three directors, including a chair and such other directors as the Board shall appoint
upon recommendation by the Nominating and Corporate Governance Committee, each of whom shall meet the independence and experience
requirements of the New York Stock Exchange, as determined by the Board.

2.    Purpose, duties and responsibilities.

The purpose of the Committee shall be to:

� oversee (a) the accounting, reporting, and financial practices of the corporation and its subsidiaries, including the integrity of the
corporation�s financial statements, (b) the corporation�s compliance with legal and regulatory requirements, (c) the outside auditor�s
qualifications and independence, and (d) the performance of the corporation�s internal audit function and the corporation�s outside
auditor; and

� prepare the report required by the rules of the Securities and Exchange Commission to be included in the corporation�s annual proxy
statement.

Among its duties and responsibilities, the Committee shall:

Oversight of External Auditor Relationship

(i) Be directly responsible for the appointment, compensation, retention and oversight of the work of the outside auditor. In this regard,
the Committee shall have the sole authority to appoint and retain, and terminate when appropriate, the corporation�s outside auditor,
and review and assess the activities of the outside auditor. The outside auditor shall report directly to the Committee. The corporation
shall provide appropriate funding, as determined by the Committee, for payment of compensation to the outside auditor.

(ii) At least annually, consider the independence of the outside auditor, including whether the outside auditor�s performance of
permissible non-audit services is compatible with the auditor�s independence, and obtain from the outside auditor a written statement
delineating all relationships between the outside auditor and the corporation and any other relationships that may adversely affect the
independence of the auditor. Discuss with the outside auditor any disclosed relationships or services that may impact the objectivity
and independence of the outside auditor.

(iii) At least annually, obtain and review a report by the outside auditor describing: the outside auditor�s internal quality-control
procedures; and any material issues raised by the most recent internal quality-control review, or peer review, or by any inquiry or
investigation by governmental or professional authorities, within the preceding five years, respecting one or more independent audits
carried out by the firm, and any steps taken to deal with any such issues.

(iv)
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Review and evaluate the lead partner of the outside auditor team. Oversee the rotation of audit engagement team partners as required
by law and rules and regulations of the Securities and Exchange Commission.

(v) Approve in advance all audit engagement fees and terms for all audit services to be provided by the outside auditor. (By approving
the audit engagement, an audit service within the scope of the engagement shall be deemed to have been approved in advance.)
Discuss with the outside auditor the planning and staffing of the audit.

(vi) Establish policies and procedures for the engagement of the outside auditor to provide permissible non-audit services, which shall
include approval in advance by the Committee of

A-1
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all permissible non-audit services to be provided by the outside auditor. The Committee may delegate authority to one or more
members to grant pre-approvals of audit and permitted non- audit services, provided that decisions to grant pre-approvals shall be
presented to the full Committee at its next scheduled meeting.

(vii) Establish policies for the hiring of employees and former employees of the outside auditor.

Financial Statement and Disclosure Matters

(viii) Review and discuss with the outside auditor: (a) the scope of the audit, the results of the annual audit examination by the auditor, any
difficulties the auditor encountered in the course of its audit work, any restrictions on the scope of the outside auditor�s activities or
on access to requested information, any significant disagreements with management, and additional matters required to be discussed
under Statement on Auditing Standards No. 61 relating to the conduct of the audit; (b) the scope and resources of the corporation�s
internal audit function; and (c) any reports of the outside auditor with respect to interim periods.

(ix) Review and discuss with management and the outside auditor the annual audited and quarterly unaudited financial statements of the
corporation, including: (a) an analysis of the outside auditor�s judgment as to the quality of the corporation�s accounting principles; (b)
significant financial reporting issues and judgments made in connection with the preparation of the financial statements, including
any significant changes in the corporation�s selection or application of accounting principles and financial statement presentations;
and (c) the corporation�s disclosures under �Management�s Discussion and Analysis of Financial Condition and Results of Operations.�

(x) Receive, review and discuss reports from the outside auditors on: (a) all critical accounting policies and practices to be used; (b) all
alternative treatments of financial information within generally accepted accounting principles that have been discussed with
management, ramifications of the use of such alternative disclosures and treatments, and the treatment preferred by the outside
auditor; and (c) other material written communications between the outside auditor and management, such as any management letter
or schedule of unadjusted differences.

(xi) Recommend to the Board, based on the review and discussion described in paragraphs (viii) � (x) above, whether the audited financial
statements should be included in the annual report on Form 10-K.

(xii) Review earnings releases, and review and discuss generally the types of information to be disclosed and the type of presentations to
be made, including the use of �non-GAAP financial measures,� in the corporation�s earnings press releases, as well as financial
information and earnings guidance provided to analysts and ratings agencies. The chair of the Committee may represent the entire
Committee for purposes of the review of earnings releases and such other information.

(xiii) Review and discuss with management, the head of the internal audit department and the outside auditor the adequacy and
effectiveness of: (a) the corporation�s internal controls, including any significant deficiencies in internal controls, significant changes
in internal controls reported to the Committee by the outside auditor or management, and any special steps adopted in light of
material control deficiencies; and (b) the corporation�s disclosure controls and procedures and management reports thereon.

(xiv) Review and discuss with the CEO and CFO the basis for the certifications to be provided in the corporation�s Form 10-K and Form
10-Qs.

(xv) Review and discuss with management and the outside auditor any correspondence with regulators or governmental agencies which
raises material issues regarding Fannie Mae�s financial statements, financial disclosures or accounting policies.
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(xvi) Review and discuss with management the corporation�s major risk exposures, management�s policies on risk management
and risk assessment, and the corporation�s compliance with those policies.

Oversight of Internal Audit Function

(xvii) Oversee and discuss the internal auditing activities and performance, including the appointment, and replacement when appropriate,
of the head of the corporation�s internal audit department, the internal audit charter, and the budget and staffing for the internal audit
department. Discuss with the head of the corporation�s internal audit department the scope and performance of the internal audit
function, including a review of the annual internal audit plan, and whether there are any restrictions or limitations on the department.

(xviii) Obtain periodic reports from the head of the internal audit department regarding internal audit findings and the corporation�s progress
in remedying any material control deficiencies.

Compliance Oversight Responsibilities

(xix) Review and discuss the status of compliance with accounting, legal, regulatory, tax, and other developments of major significance to
the corporation, and oversee the corporation�s responses to any regulatory examination or other inquiry.

(xx) Review and discuss Fannie Mae�s Code of Business Conduct (�Code�) and the activities of management�s Corporate Compliance
Advisory Committee, including the monitoring of compliance with the Code and any significant violations of the Code.

(xxi) Establish procedures for the receipt, retention and treatment of complaints received by the corporation regarding accounting, internal
accounting controls or auditing matters, including procedures for confidential, anonymous submission of concerns by employees
regarding accounting or auditing matters.

(xxii) Meet with representatives from the Office of Federal Housing Enterprise Oversight as required.

Other Duties

(xxiii) Annually evaluate the performance of the Committee, and reassess the adequacy of the Committee charter and submit any
recommended changes to the Board for approval.

(xxiv) Make regular reports to the Board on the Committee�s activities. These reports generally shall occur at the next Board meeting
following each Committee meeting or at such other times as the Committee deems appropriate.

(xxv) Perform such other duties as the Board or the Committee considers appropriate.

3.    Outside advisors.    The Committee shall have the authority to retain such outside counsel, accountants, experts and other advisors as it
deems appropriate to assist the Committee in the performance of its functions. The corporation shall provide for appropriate funding, as
determined by the Committee, for payment of compensation to any advisor retained by the Committee.
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4.    Meetings.    The Committee shall meet as often as may be deemed necessary or appropriate in its judgment, but not less than quarterly,
either in person or telephonically, and at such times and places as the Committee shall determine. The Committee shall meet separately in
executive session, periodically, with each of management, the head of the internal audit department, and the outside auditor.

5.    Subcommittees.    In its discretion, the Committee may establish subcommittees consisting of one or more members, who shall report on
their activities at the next meeting of the Committee.

A-3
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APPENDIX B:    CORPORATE GOVERNANCE GUIDELINES

The Role of the Board and Management

The Board of Directors oversees the management of the corporation and its business. The Fannie Mae Board of Directors represents the interests
of the company�s stockholders, the owners of the corporation, in optimizing long-term value by providing the company guidance and strategic
oversight on the stockholders� behalf. The paramount duty of the Board of Directors is to select a well-qualified and ethical Chief Executive
Officer (CEO) and to diligently oversee the CEO and other senior management in the operation of the corporation. In addition, the Board
performs the following specific functions, among others:

� Selects, compensates and evaluates the chief executive officer and plans for management succession

� Oversees election, retention, and compensation of qualified senior executives

� Reviews and approves the corporation�s strategic plan and the annual operating plans, budget, and corporate performance

� Advises management on significant issues facing the corporation

� Reviews and approves significant corporate actions

� Oversees the financial reporting process, communications with external stockholders, and the corporation�s legal and regulatory
compliance program

� Nominates directors and oversees effective corporate governance

It is the responsibility of management, in the exercise of their fiduciary duty to the company and its stockholders, to run the corporation�s
business in an effective and ethical manner. The CEO is the leader of management and vested with the authority to make final decisions on
behalf of management.

The Corporate Governance Guidelines

These Corporate Guidelines have been developed by Fannie Mae�s Nominating and Corporate Governance Committee and formally adopted by
the Board of Directors. These guidelines (along with the charters of the Board Committees as well as the company�s Bylaws, its Employee Code
of Business Conduct and Directors� Code of Conduct and Ethics and Conflict of Interests Policy) are published on Fannie Mae�s corporate
website, www.fanniemae.com and are available in print to any stockholder who requests them.
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Board Composition, Size and Membership Criteria

The Fannie Mae Board consists of eighteen persons, five of whom are appointed annually by the President of the United States, and the
remainder of whom are elected annually by the stockholders at the company�s Annual Meeting of Stockholders. It is the policy of the Board that
a substantial majority of the Fannie Mae directors will be independent, in accordance with the standards adopted by the Board. Currently, more
than two-thirds of the Board consists of independent directors.

It is the responsibility of the Nominating and Corporate Governance Committee to identify and evaluate prospective stockholder-elected
candidates for the Board. The Committee will seek out Board members who possess the highest personal values, judgment and integrity; an
understanding of the regulatory and policy environment in which the corporation does its business; and diverse experience in the key business,
financial and other challenges that face a major American enterprise. Stockholders may submit written recommendations for nominees directly
to the Chairman of the Nominating and Corporate Governance Committee of the Board in care of the Office of the Secretary of the corporation.
The Chairman of the Nominating and Corporate Governance Committee formally invites new director candidates to stand for election to the
Board.

B-1

Edgar Filing: WEINGARTEN REALTY INVESTORS /TX/ - Form 424B5

Table of Contents 76



Table of Contents

In considering stockholder-elected members of the Board for re-nomination, the Nominating and Corporate Governance Committee takes into
consideration: (i) a director�s contribution to the effective functioning of the corporation; (ii) any change in the director�s principal area of
responsibility with his or her company or in his or her employment; (iii) the director�s retirement from his or her principal area of responsibility
with his or her company; (iv) whether the director continues to bring relevant experience to the Board; (v) whether the director has the ability to
attend meetings and fully participate in the activities of the Board; (vi) whether the director has developed any relationships with Fannie Mae or
another organization, or other circumstances have arisen, that might make it inappropriate for the director to continue serving on the Board; and
(vii) the director�s age and length of service on the Board.

Directors are required to inform the Nominating and Corporate Governance Committee of any changes in employment responsibilities in order
for the Committee to determine whether it is appropriate to re-nominate the Board member for continuing Board service. Generally, a director
will not be re-nominated after having served for ten years, although the Nominating and Corporate Governance Committee may for good reason
propose the re-nomination of such a director. No director will be proposed for re-nomination after 15 years of Board service. This policy is
applied on a gradual basis so that turnover of a significant number of seats on the Board in any one year is limited.

A Board member generally must retire at the Annual Meeting of Shareholders following his or her 70th birthday, except that a director first
nominated after age 67 may be re-nominated at up to the next five Annual Meetings.

Unless otherwise requested by the Board, the Chairman and CEO will cease to be a member of the Board of Directors at the termination of his or
her employment as CEO. Management directors must obtain approval from the Nominating and Corporate Governance Committee before
accepting a seat on the Board of another for-profit organization. Non-management directors must notify the Nominating and Corporate
Governance Committee before accepting a seat on the Board of another for-profit organization, and the Committee will determine, in its
judgment, whether such service will interfere with the director�s service on the Fannie Mae Board. Unless authorized by the Nominating and
Corporate Governance Committee, directors may not serve on the Board of Directors of more than six public companies. Audit Committee
members may not serve on the audit committees of more than three public companies.

Director Independence

The Board, with the assistance of the Nominating and Corporate Governance Committee, on an annual basis, reviews the independence of all
directors. The Board affirmatively makes a determination as to the independence of each director, and Fannie Mae discloses those
determinations. Under the definition of �independence� adopted by the Board, which meets and in some respects exceeds the definition of
independence adopted by the New York Stock Exchange, an �independent director� must be determined to have no material relationship with
Fannie Mae, either directly or through an organization that has a material relationship with Fannie Mae. A relationship is �material� if, in the
judgment of the Board, it would interfere with the director�s independent judgment. In addition, an Audit Committee member also must be
�independent� within the meaning of the New York Stock Exchange�s listing requirements for audit committees. To assist it in determining
whether a director is independent, the Board has adopted the guidelines set forth below:

� A director will not be considered independent if, within the preceding five years:

i. the director was employed by Fannie Mae; or

ii. an immediate family member of the director was employed by Fannie Mae as an executive officer.
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� A director will not be considered independent if, within the preceding five years:

i. the director was affiliated with or employed by Fannie Mae�s outside auditor; or

ii. an immediate family member of the director was affiliated with or employed in a professional capacity by Fannie Mae�s
outside auditor.

� A director will not be considered independent if, within the preceding five years:

i. the director was employed by a company at a time when a Fannie Mae executive officer sat on that company�s compensation
committee; or

ii. an immediate family member of the director was employed as an officer by a company at a time when a Fannie Mae
executive officer sat on that company�s compensation committee.

� A director will not be considered independent if, within the preceding five years:

i. the director received any compensation from Fannie Mae, directly or indirectly, other than fees for service as a director; or

ii. an immediate family member of the director received any compensation from Fannie Mae, directly or indirectly, other than
compensation received for service as a non-executive employee of Fannie Mae.

� A director will not be considered independent if:

i. the director is an executive officer, employee, controlling shareholder, or partner of a corporation or other business entity that
does or did business with Fannie Mae and to which Fannie Mae made, or from which Fannie Mae received, payments within
the preceding five years that, in any single fiscal year, were in excess of $1 million or 2 percent of the entity�s consolidated
gross annual revenues, whichever is greater; or

ii. an immediate family member of the director is an executive officer of a corporation or other business entity that does or did
business with Fannie Mae and to which Fannie Mae made, or from which Fannie Mae received, payments within the
preceding five years that, in any single fiscal year, were in excess of $1 million or 2 percent of the entity�s consolidated gross
annual revenues, whichever is greater.

� A director will not be considered independent if the director or the director�s spouse is an executive officer, employee, director, or
trustee of a nonprofit organization to which Fannie Mae or the Fannie Mae Foundation makes payments in any year in excess of 5
percent of the organization�s consolidated gross annual revenues, or $100,000, whichever is less. (Amounts that the Fannie Mae
Foundation contributes under Fannie Mae�s matching gifts program are not included in the payments calculated for purposes of this
standard). The Nominating and Corporate Governance Committee also will administer standards concerning any charitable
contribution to organizations otherwise associated with a director or any spouse of a director. The corporation shall be guided by the
interests of the company and its stockholders in determining whether and the extent to which it makes charitable contributions.

�
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Where the guidelines above do not address a particular relationship, the determination of whether the relationship is material, and
whether a director is independent, will be made by directors who satisfy the independence guidelines set forth above, based upon the
recommendation of the Nominating and Corporate Governance Committee.

The Board may determine that, in its judgment, a director that does not meet these guidelines nonetheless, under all the facts and circumstances,
does not have a relationship with Fannie Mae that would interfere with the director�s independent judgment. The Board will disclose the basis for
any such determination in the company�s next proxy statement for the election of directors.
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Board Meetings

The Fannie Mae Board meets at least seven times per year. In addition to regularly scheduled meetings, unscheduled Board meetings may be
called with adequate notice, if needed. Directors are expected to attend in person all regularly scheduled Board meetings and the Annual
Meeting of Shareholders. The presence of a majority of the incumbent directors at the time of any meeting constitutes a quorum for the
transaction of business, and the act of a majority of such directors present at a meeting at which a quorum is present constitutes the act of the
Board. Directors may not vote or participate by proxy. The Board may act by unanimous written consent of all incumbent directors. The
Chairman and CEO, in consultation with the Chairs of the Board�s committees, determines the agenda for Board meetings. Directors will be
asked regularly by the Chairman of the Nominating and Corporate Governance Committee to evaluate the information being provided to the
Board and to submit suggestions for Board agenda items.

Fannie Mae�s non-management directors meet in executive session on a regular basis. Time for an executive session will be placed on the agenda
for every regular Board meeting. The Chairman of the Nominating and Corporate Governance Committee will serve as the presiding director of
these sessions. Board dinners are scheduled quarterly each year to give Board members an opportunity to informally discuss Fannie Mae issues.

Board Materials

Directors are expected to review and devote appropriate time to studying Board materials. Materials for meetings are generally delivered five to
seven business days in advance of each Board and committee meeting. In certain cases, due to the sensitive nature of a matter, presentations are
provided only at the Board or committee meeting.

Committees

The current standing Board committees are the Executive, Assets and Liabilities Policy, Audit, Compensation, Nominating and Corporate
Governance, and Housing and Community Development Committees. The bylaws give the Board authority to create additional committees.
Each Committee has a written charter setting forth the responsibilities, duties and authorities of the Committee. The full Board reviews and
approves Committee charters.

The Audit, Compensation, and Nominating and Corporate Governance Committees consist solely of independent directors. Committee
assignments, including the designation of Committee Chairs, are made annually by Board resolution, based on recommendations from the
Nominating and Corporate Governance Committee. Assignments are made based on a combination of factors including each individual Board
member�s expertise and the needs of the corporation.

Each committee meets periodically for an appropriate length of time based on the specific meeting agenda. Generally, the regular annual
committee schedule is as follows: Executive, as needed; Audit, at least six times a year; Assets and Liabilities Policy, at least four times a year;
Compensation, at least three times a year; Nominating and Corporate Governance, at least four times a year; and Housing and Community
Development, at least three times a year. Additional committee meetings are scheduled as needed. Committee agendas are developed by the
Committee Chair in consultation with the appropriate members of management and with the input of other directors. Directors are expected to
attend in person all regularly scheduled committee meetings. Participation by telephone is permitted in exigent circumstances. Each Committee
Chair makes a report on committee matters to the Board of Directors at the next scheduled Board meeting.
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Director Access to Management and Outside Advisors

The corporation�s senior management team attends Board meetings on a regular basis, both to make special presentations and as a discussion
resource, and is available directly to Board members outside of meetings.

The Board and its committees (consistent with the provisions of their respective charters) have the authority to retain such outside counsel,
experts, and other advisors as they determine necessary to assist them in the performance of their functions.

Communications with the Board

To facilitate the ability of interested parties to communicate their concerns or questions, Fannie Mae will publish on its website and in its proxy
statement a mailing address and an e-mail address for communications directly with the Board of Directors. Communications may be addressed
to a specific director or directors, or to independent directors as a group. The office of the Secretary is responsible for processing all the
communications to the relevant director or directors. All communications will be forwarded directly to the appropriate Board member(s). In
addition, Fannie Mae will publish on its website and in its proxy statement a procedure for communicating with the Audit Committee regarding
accounting, internal accounting controls or auditing matters.

Director Compensation

Director compensation is a mix of cash, options, and restricted stock. Vesting over a period of years, director equity compensation is designed to
align director interests with stockholders� long-term value. Non-management directors� total compensation is targeted to be consistent with the
compensation philosophy applicable to senior management. The Nominating and Corporate Governance Committee is responsible for
recommending compensation for non-management directors on the Board and reviews non-management director compensation once a year.
Management directors do not receive additional compensation for Board service.

Director Orientation and Continuing Education

New directors participate in an orientation program to assist in familiarizing them with Fannie Mae�s business and their responsibilities as
directors. The Secretary of the corporation is responsible for providing the orientation program to new directors. The orientation program
addresses at a minimum Fannie Mae�s corporate powers and limitations; an overview of Fannie Mae�s business; the housing finance industry; key
corporate performance indicators; strategic goals, risks, and the Fannie Mae workforce; and technological change in the industry. Orientation
sessions are also provided to new members of Board committees. Fannie Mae supports directors� periodic participation in continuing education
programs to assist them in performing their Board responsibilities. In addition, the corporation conducts in-house director education programs on
relevant topics.

Board Performance Evaluation
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The Board�s performance can have an important effect on the overall, long-term business performance of the corporation. The Board conducts an
annual self-evaluation to assess its effectiveness, on the basis of criteria developed by the Nominating and Corporate Governance Committee
and approved by the Board. Each of the Board�s committees conducts an annual self-evaluation. The ability of individual directors to contribute
to the Board is assessed in connection with the re-nomination process.
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Management Evaluation and Succession

The Compensation Committee conducts an annual review of the performance of the corporation and the Chairman of the Board and CEO and
senior management. The Chairman of the Board and CEO and other management directors are not present when the Committee meets to
evaluate their performance. The Committee Chair reports on that evaluation to the non-management directors of the Board. The annual
performance review is based, in large part, upon ratings and commentary provided on an annual CEO Evaluation Form distributed to the entire
Board. The CEO rating factors include: strategic thinking; providing vision and direction; accelerating change; intellectual honesty; integrity;
motivating and developing people; teamwork and partnering; influencing ideas and initiatives; fostering diversity; and delivering results. The
reviews includes the Compensation Committee�s own assessment and reflects discussions with other Board members.

On an annual basis, the Compensation Committee and the non-management members of the Board review management succession planning
with the Chairman of the Board and CEO. The Chairman and CEO meets in executive session with the non-management Board on at least an
annual basis to discuss succession planning for the CEO and the company�s key executives. During the Chairman of the Board�s absence or
inability to act, or during the vacancy of the office, the Vice Chairman and Chief Operating Officer shall perform the duties and exercise the
authority of the Chairman, until a temporary or permanent successor to the Chairman and CEO is appointed by the Board.

Codes of Conduct

Fannie Mae�s Board has adopted a Code of Business Conduct applicable to all Fannie Mae employees, which is posted on the company�s website.
Each employee must annually certify compliance with the Code. The Audit Committee oversees implementation of and compliance with the
Code.

The Board has adopted a Code of Business Conduct and Ethics and Conflict of Interests Policy for Members of the Board of Directors, which is
posted on the company�s website. Each director must annually certify compliance with the Directors� Code. The Nominating and Corporate
Governance Committee oversees implementation and compliance with the Directors� Code.

Implementation of the Guidelines

If the Board ascertains at any time that any of the guidelines set forth herein are not in full force and effect, the Board shall take such action as it
deems necessary to assure full compliance.
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3900 Wisconsin Avenue, NW

Washington, DC 20016

PROXY FOR ANNUAL MEETING OF SHAREHOLDERS�May 25, 2004

I/we, by signing this proxy card, hereby appoint STEPHEN B. ASHLEY, THOMAS P. GERRITY, and JOE K. PICKETT, and each of them, proxies,
with full power of substitution, to vote my/our stock at the Annual Meeting of Shareholders of Fannie Mae on May 25, 2004 at 10
A.M. (local time) at the Park Hyatt Chicago, 800 North Michigan Avenue, Chicago, Illinois, and at any adjournments, as fully as I/we
could if personally present, on the matters of election of directors, ratification of the selection of auditors, approval of an
amendment to the Fannie Mae Employee Stock Purchase Plan, and one stockholder proposal, as more fully described in the Proxy
Statement, and upon any other matter that may come before such meeting.

This card also provides voting instructions for the shares held in various employee stock benefit plans as described in the Proxy
Statement. You may receive more than one set of proxy materials. Please sign and return all cards you receive.

Nominees for the Election of Directors are:

(01) S.B. Ashley, (02) K.M. Duberstein, (03) T.P. Gerrity, (04) T. Howard (05) A. Korologos, (06) F.V. Malek, (07) D.B. Marron,
(08) D.H. Mudd, (09) A.M. Mulcahy, (10) J.K. Pickett, (11) L. Rahl, (12) F.D. Raines, and (13) H.P. Swygert

(Continued and to be signed on the reverse side)

PLEASE FOLD AND DETACH HERE

P R O X Y
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x    Please mark your

               votes as in
this
               example

The Directors Recommend a Vote FOR All Nominees in Item 1, FOR Item 2
and FOR Item 3

    The Directors Recommend a Vote AGAINST Item 4

1.  Election of
     Nominees as

     Directors:
(See reverse)

FOR
¨

WITHHELD
¨

2.  Ratification of the
     Selection of
     Auditors

3.  Approval of an
     amendment to the
     Fannie Mae

      Employee Stock

     Purchase Plan

FOR
¨

AGAINST
¨

ABSTAIN
¨

    4.  Stockholder Proposal to

         Reinstate Cumulative
          Voting

FOR
¨

AGAINST
¨

ABSTAIN
¨

This Proxy is Solicited on Behalf of the Board of
Directors

This proxy when properly executed will be
voted in the manner directed herein by the
undersigned stockholder. Unless the
stockholder specifies otherwise, the shares
represented here will be voted in accordance
with the recommendations of the Directors set
forth above.

Signature(s)                                                                                                                      
Date                                      

<    PLEASE FOLD AND DETACH HERE    <

Your vote is important. You may vote the shares held in this account in any one of the following three ways:

• Vote by mail. Complete, date, sign and mail your proxy card (above) in the enclosed postage-paid envelope.

• Vote by phone. Call toll-free, 1-877-PRX-VOTE (1-877-779-8683) 24 hours a day, 7 days a week from the
U.S. and Canada to vote your proxy.
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• Vote by Internet. Access the Web site at http://www.eproxyvote.com/fnm 24 hours a day, 7 days a week.

If you vote by phone or via the Internet, please have your social security number and proxy card available. The sequence of
numbers appearing in the box above, just below the perforation, and your social security number are necessary to verify your vote.
A phone or Internet vote authorizes the named proxies in the same manner as if you marked, signed and returned this proxy card.

If you vote by phone or vote using the Internet, there is no need for you to mail back your proxy card.

THANK YOU FOR VOTING
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FEDERAL NATIONAL MORTGAGE ASSOCIATION

1985 EMPLOYEE STOCK PURCHASE PLAN

(as amended through January 2003)

(Attached for filing pursuant to item 10(c)(3) of the SEC�s proxy rules.)
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FEDERAL NATIONAL MORTGAGE ASSOCIATION

1985 EMPLOYEE STOCK PURCHASE PLAN

1. Purpose.    The purpose of the Federal National Mortgage Association 1985 Employee Stock Purchase Plan (the �Plan�) is to provide an
opportunity for eligible employees of the Federal National Mortgage Association (the �Company�) and of its designated subsidiaries to purchase
shares of the Company�s common stock (�Common Stock�) and to encourage such employees to continue in the employ of the Company or such
subsidiaries. It is intended that the Plan constitute an �employee stock purchase plan� within the meaning of Section 423(b) of the Internal
Revenue Code of 1954, as amended (the �Code�).

2. Offerings Under the Plan.    From time to time within the limits of the Plan, the Board of Directors of the Company (the �Board�) may
determine that shares of Common Stock will be made available for purchase through offerings thereof made by the Company under the Plan.
Such offerings shall be restricted to eligible employees of the Company and of its designated subsidiaries. The Board may from time to time
designate the subsidiaries of the Company (including corporations that become subsidiaries of the Company after the date the Plan is approved
by the Company�s stockholders pursuant to Section 21) whose employees may participate in any offering under the Plan and shall, subject to the
provisions hereof, fix the terms and conditions of each offering, including (a) the period of each offering (the �Purchase Period�), which shall not
exceed twelve months, (b) the number of shares that will be available for purchase, (c) the period (the �Election Period�) within which an
employee must (i) elect to participate, (ii) specify the number of shares he wishes to purchase and (iii) specify the method of payment he wishes
to employ, which period shall continue for at least two weeks but not more than four weeks after the commencement of the Purchase Period, and
(d) such other matters as the Board shall determine. The Board shall also from time to time determine the rate of interest to be credited pursuant
to Sections 8, 9 and 19(e).

3. Eligibility and Participation of Employees.    All employees of the Company and of such subsidiaries as may be designated by the Board,
including officers and members of the Board who are also employees of the Company, shall be eligible to participate in the Plan upon
completion of a properly executed authorization in accordance with the provisions of Section
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19(a), other than: (a) any employee whose customary employment by the Company or a designated subsidiary is twenty hours or less per week,
(b) any employee whose customary employment by the Company or a designated subsidiary is for not more than five months in any calendar
year, (c) any employee who, as of the first day of the Purchase Period, would own stock or hold outstanding options to purchase stock,
possessing in the aggregate (as determined under Sections 423 and 425 (d) of the Code) 5% or more of the total combined voting power or value
of all classes of stock of the Company or of any subsidiary, (d) any employee if the grant of an option hereunder would permit his rights to
purchase stock under this Plan and under all other employee stock purchase plans, if any, of the Company and its subsidiaries to accrue (as
determined under Section 423 of the Code) at a rate which exceeds $25,000 of fair market value of such stock, determined at the time such
option is granted, for each calendar year in which such option is outstanding at any time, and (e) any class of employees designated by the Board
as ineligible to participate in any offering under the Plan, provided that such designation must be in compliance with Section 423(b)(4) of the
Code and the regulations thereunder. All employees offered shares of Common Stock under the Plan shall have the same rights and privileges to
the extent required by the Code and the Treasury regulations.

4. Number of Shares Purchasable.    Subject to increase or decrease as provided in Section 12, the minimum number of shares that may be
purchased by any eligible employee under an offering shall be ten (or such other number as shall be determined by the Board for a particular
offering), the maximum number shall be determined by the Board but shall not be more than 3,600 (300 prior to October 1989 split and 900
prior to January 1996 split) and the number of shares that may be purchased by an eligible employee under an offering, if more than ten, shall be
a multiple of ten (or such other minimum number of shares that shall be determined by the Board for a particular offering). The Board shall
provide for each offering that the maximum number of shares that may be purchased shall either be the same for all eligible employees or shall
be based upon a uniform relationship to the annual rate of regular basic salary of each such employee in effect at the commencement of the
Purchase Period for such offering (including any such salary deferred by the employee under the Federal National Mortgage Association
Optional Deferred Compensation Plan), excluding overtime, bonuses, incentive compensation, and contributions made by the Company or any
subsidiary to any employee benefit plan maintained by the Company or any subsidiary.

2
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5. Shares Subject To The Plan.    The shares which may be offered under the Plan may be authorized and unissued Common Stock or Common
Stock reacquired by the Company and held in its treasury. The aggregate number of shares of Common Stock, which may be made available for
purchase by participants under the Plan is 41 million (3 million prior to October 1989 split, 9 million prior to the January 1996 split and 36
million prior to the May 1999 amendment approved by shareholders), except as such number may be increased or decreased pursuant to Section
12. All shares offered under an offering under the Plan and for any reason not purchased, as well as all shares not previously offered, will be
available for subsequent offerings under the Plan.

6. Price.    The price at which the shares may be purchased in any offering under the Plan shall be established by the Board, in its discretion, at
between 85% and 100%, inclusive, of the Fair Market Value of the stock on the first day of the Purchase Period. As used in this Section 6, �Fair
Market Value� shall be the mean between the high and low selling prices of the Common Stock, as reported in the table entitled �NYSE�Composite
Transactions� contained in The Wall Street Journal, or any successor means of providing the same information, on the date as of which the
Common Stock is to be valued or, if the Common Stock shall not have been traded on the New York Stock Exchange on such date, such mean
price as reported in such table on the first day prior thereto on which the Common Stock was traded.

7. Method of Payment.

(a) Except as provided in Section 7(b), shares purchased under the Plan will be paid for by payroll deductions during the Purchase Period. As
soon as practicable after the commencement of the Purchase Period for each offering, the Benefit Plans Committee (the �Committee�) shall adopt
a schedule of the periodic payroll deductions required to be made in order to accumulate an amount sufficient to pay for the number of shares
that is available for purchase during such offering. The amounts so deducted shall be held in an account maintained by the Company for each
participant (an �Account�). At the end of the Purchase Period, the purchase price of the shares each participant elected to purchase during the
Election Period shall be charged to each such participant�s Account.

(b) In lieu of payroll deductions any participant who has elected in accordance with Section 19(a) to pay by the method specified in this Section
7(b) shall deliver to the Committee or its designee payment in one of the following forms: (1) a certified check

3

Edgar Filing: WEINGARTEN REALTY INVESTORS /TX/ - Form 424B5

Table of Contents 94



Table of Contents

payable to the Company; (2) a cashier�s check payable to the Company; or (3) a check (i) prepared by the Federal National Mortgage Association
Credit Union (�Credit Union�), (ii) of which the Credit Union is the payor and, (iii) that is payable to the Company or to the employee and
endorsed over to the Company. All checks shall be payable in an amount equal to the full purchase price for the number of shares that he elected
to purchase under such offering. Such check shall be delivered to the Committee or its designee during the time period starting with the day that
is four weeks prior to the end of the Purchase Period and ending with the day that is one week prior to the end of such period. The failure of any
such participant to deliver payment in the manner and during the time period specified in this Section 7(b) shall be treated as a cancellation of
his election to purchase shares.

8. Right of Cancellation.    Each participant or the legal representative of a participant who has died may, by signing and delivering written
notice to the Committee or its designee, on a form specified for such purpose by the Committee or its designee, not later than the day which is
one week prior to the last day of the Purchase Period of an offering, cancel his election to purchase shares under such offering and in such case
the entire value of the Account of such participant, including interest accrued to the date of repayment, or the amount paid pursuant to Section
7(b), without interest, shall be repaid to him or his legal representative as promptly as practicable. Notwithstanding the foregoing, in the case of
a participant whose employment terminates prior to the end of the Purchase Period for any offering because of his retirement, permanent
disability, or death and who has not theretofore made a timely lump sum payment for the purchase of shares in accordance with Section 7(b),
such cancellation may be made not later than the day which is three months after the date of such termination. Notwithstanding any other
provision of the Plan, cancellations with respect to shares that have already been issued pursuant to Section 10 shall not be permitted. A
participant or his legal representative who cancels his election to purchase shares under an offering shall not again be eligible to elect to
purchase shares under such offering.

9. Rights on Termination of Employment or Death.    If the employment of any participant shall terminate prior to the end of the Purchase Period
for any offering because of his retirement, permanent disability or death, such participant or the legal representative of a participant who has died
may, within three months after the date of the participant�s termination, purchase the number of shares the participant had elected to purchase in
such
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offering by delivering to the Committee or its designee a certified check (or other negotiable instrument acceptable under Section 7(b)) payable
to the Company in an amount which, when added to the amounts, if any, in such participant�s Account prior to such participant�s termination, will
be sufficient to cover the purchase price of such number of shares as determined under Section 6. Notwithstanding the foregoing, no such
purchase may be made prior to the later of (i) the date the Plan is approved by the stockholders of the Company and (ii) the date the Company
receives a favorable ruling from the Internal Revenue Service (�the IRS�) as to the status of the Plan under Section 423 of the Code, both as
described in Section 21. If no such purchase is timely made, if pursuant to the immediately preceding sentence such purchase may not be made,
or if the participant or his legal representative makes a timely cancellation of his election to purchase shares, pursuant to Section 8, the
Company, as promptly as practicable, shall pay to such participant or to the legal representative of a participant who has died the entire value of
the Account of such participant, if any, including interest accrued to the date of repayment, and any additional amount paid pursuant to the first
sentence of this Section 9, without interest. If a participant whose employment is terminated because of his retirement, permanent disability or
death has theretofore made a timely lump sum payment for the purchase of shares in accordance with Section 7(b), such shares shall be issued to
him or his legal representative as provided in Section 10, unless, pursuant to Section 8, he or his legal representative makes a timely cancellation
of his election to purchase shares, in which case the provisions of Section 8 shall apply. If the employment of any participant shall terminate
prior to the end of the Purchase Period for any offering for any reason other than his retirement, permanent disability or death, or if any
participant is employed by a subsidiary designated by the Board, pursuant to Section 2, at the time it ceases, prior to the end of such Purchase
Period, to be a subsidiary, such participant may not purchase the shares he has elected to purchase and the Company, as promptly as practicable,
shall pay to such participant the entire value of the Account of such participant, including interest accrued to the date of repayment, or the
amount paid pursuant to Section 7(b), without interest.

10. Issue of Shares.    Shares purchased under the Plan shall be issued as soon as practicable after the end of the Purchase Period applicable to
such shares (including any extension thereof permitted in accordance with Section 9) or, if earlier, after the payment,
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pursuant to Section 9, of the full purchase price for such shares upon the retirement, permanent disability, or death of a participant.
Notwithstanding any other provision of the Plan, no participant shall have any rights as a stockholder with respect to any shares which he may
purchase under the Plan prior to the date of issuance to him of such shares.

11. Assignability.    No assignment or transfer (except by will or the laws of descent and distribution) by an employee or former employee, and
no assignment or transfer by an employee�s or former employee�s legal representatives, of any option, election to purchase shares, funds in an
Account, or any other interest under this Plan or under any Account may be made nor will be recognized. During an employee�s lifetime, the
right to purchase shares granted to the employee shall be exercisable only by him.

12. Adjustments in Event of Change in Common Stock.    In the event of any change in the Common Stock by reason of any stock dividend,
recapitalization, reorganization, merger, consolidation, split-up, subdivision, combination or exchange of shares, or rights offering to purchase
Common Stock at a price which the Board in its sole discretion determines to be substantially below fair market value, or of any similar change
affecting the Common Stock, the number or kind of shares, or both, which thereafter may be sold under the Plan and the number or kind of
shares, or both, which may be purchased under any outstanding offering or any future offering and the purchase price per share thereof shall be
appropriately adjusted consistent with such change in such manner as the Board may deem equitable to prevent substantial dilution or
enlargement of the rights granted to, or available for, participants in the Plan.

13. Administration of the Plan.    The Plan shall be administered by the Committee. No member of the Committee shall be entitled to act on or
decide any matter relating solely to himself or any of his rights or benefits under the Plan.

14. Compliance With Government Law and Regulations.    The Plan, each offering thereunder, and the obligation of the Company to sell and
deliver Common Stock thereunder shall be subject to all applicable federal and state laws, rules and regulations and to such approvals by any
governmental or regulatory agency as may be required. The Company shall not be required to issue or deliver any certificates for shares of
Common Stock prior to (a) the listing of such shares on any stock exchange on which the Common Stock may then be listed and (b) the
completion of any registration or qualification of such shares under, and the
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obtaining of any approval under or compliance with, any state or federal law, or any ruling or regulation of any government body which the
Company shall, in its sole discretion, determine to be necessary or advisable.

15. Sale of Shares Purchased Under the Plan.    It is the hope of the Company that Common Stock purchased under the Plan will be held for
investment and not for resale. However, nothing contained in the Plan shall restrict any employee from selling any Common Stock purchased
under the Plan at any time he chooses, subject to the policies set by the Board from time to time regarding purchase and sale of stock by
employees. Each employee shall assume the risk of any market fluctuations in the price of Common Stock purchased by him under the Plan.

16. Company�s Payment of Expenses Related to the Plan.    The Company will bear all expenses incurred in administering the Plan, including
expenses of issuing Common Stock purchased under the Plan.

17. Taxes.    Notwithstanding any other provision of the Plan, the Company shall deduct from all amounts paid under the Plan all federal, state,
local and other taxes required by law to be withheld with respect to such payments.

18. Plan and Rights to Purchase Common Stock Not to Confer Right With Respect to Continuance of Employment.    The Plan and any right to
purchase Common Stock granted under the Plan shall not confer upon any employee any right with respect to continuance of employment by the
Company or any subsidiary, nor shall they restrict or interfere in any way with the right of the Company or any subsidiary by which an employee
is employed to terminate his employment at any time.

19. General.

(a) Each eligible employee may enroll in any offering under the Plan by signing and delivering to the Committee or its designee during the
Election Period a written instrument in a form determined by the Committee or its designee (an �Authorization�):

(i) indicating his election to participate in such offering;

(ii) specifying the number of shares that he elects to purchase at the end of the Purchase Period for such offering;

(iii) specifying the method by which he elects to pay for the shares to be purchased and, if payroll deductions are elected,
authorizing regular
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payroll deductions from his compensation in such amount (based upon the number of shares that such employee elects to
purchase in any offering) as shall be set forth in the schedule of payroll deductions for such offering adopted by the
Committee pursuant to Section 7;

(iv) specifying the exact name or names in which the shares he purchases are to be issued, which shall be the name of the
employee or the names of the employee and his or her spouse; provided, however, that such specification may be
changed by a participant not later than the day which is one week prior to the last day of the Purchase Period by a written
instrument in a form determined by the Committee or its designee and filed with the Committee or its designee; and

(v) agreeing to be bound by the terms of the Plan.

Unless the employee withdraws from the Plan in accordance with the provisions of the Plan, his Authorization so filed shall continue in effect
throughout the Purchase Period of the offering to which it relates.

(b) Any adjustments necessary to accumulate the necessary funds to purchase the number of shares that a participant has elected to purchase in
any offering by payment in accordance with Section 7(a) shall be made by appropriate adjustments in payroll deductions during the four weeks
immediately preceding the end of the Purchase Period.

(c) Only full shares of Common Stock may be purchased. The Company shall promptly refund any balance remaining in a participant�s Account,
without interest, after the purchase of the shares he has elected to purchase in any offering.

(d) Each eligible employee who elected to purchase shares through payroll deduction and who continues to be a participant in the Plan on the
last day of the Purchase Period of any offering shall be deemed to have purchased from the Company such number of full shares of Common
Stock available for purchase under the Plan as the balance of his Account on such day will pay for at the purchase price determined in
accordance with Section 6.

(e) If at any time shares of Common Stock under the Plan remain available for purchase but not in sufficient number to satisfy all then unfilled
purchase requirements, the available shares shall be apportioned among participants in proportion to the number of
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shares they have elected to purchase under the current offering and the Plan shall automatically terminate. Upon such termination or any other
termination of the Plan, all Accounts, and interest thereon accrued to the date of repayment, and all amounts paid pursuant to Sections 7(b) and
9, without interest, not used to purchase Common Stock will be refunded to the participants (or the legal representatives of participants who have
died) on whose behalf they are held.

(f) If the last day prescribed by the Plan or pursuant to an offering under the Plan for performing any act falls on a day which is not a regular
business day of the Company, to be timely such act must be performed no later than the last regular business day of the Company before such
last day.

20. Amendment or Discontinuance.    The Board may amend, discontinue or terminate the Plan at any time; provided, however, that except as
provided in Section 12, any action of the Board increasing the number of shares which may be offered under the Plan pursuant to Section 5 shall
be subject to the approval of the stockholders of the Company entitled to vote thereon. The Board delegates to the Committee the authority to
make any amendment to the Plan that may be necessary or appropriate to facilitate the administration, management, and interpretation of the
Plan or to conform the Plan thereto or that may be necessary or appropriate to qualify or maintain the Plan as a plan meeting the requirements of
Section 423(b) of the Code or any other applicable section of law, provided any such amendment does not significantly affect the cost to the
Employer of maintaining the Plan. No amendment, discontinuance or termination of the Plan shall alter or impair any rights outstanding at the
time of such amendment, discontinuance or termination to purchase shares pursuant to any offering hereunder. The Plan will terminate in any
event when all of the shares available for purchase under the Plan have been issued.

21. Effective Date of the Plan.    The effective date of the Plan shall be January 1, 1985, subject to the approval of the Plan by stockholders of
the Company holding not less than a majority of the shares present and voting at the Company�s 1985 Annual Meeting, and subject to receipt of a
ruling from the IRS that the Plan is an �employee stock purchase plan� within the meaning of Section 423(b) of the Code. Notwithstanding the
foregoing, if the Plan shall have been approved by the Board prior to such Annual Meeting or to the receipt of such ruling, or both, the Board
may make shares of Common Stock available for purchase as
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provided herein subject to receipt of such subsequent stockholder approval and ruling; provided, however, that no shares shall be issued under
the Plan prior to such subsequent stockholder approval and the receipt of such ruling. Notwithstanding any other provision of the Plan, in the
event that such subsequent stockholder approval or ruling is not obtained, the Plan and any offering thereunder shall terminate, and any option or
election to purchase shares granted thereunder shall be cancelled. Upon such termination, all Accounts under the Plan and all amounts paid
pursuant to Sections 7(b) and 9 shall be repaid in accordance with the provisions of Section 19(e).

22. Governing Law.    This Plan shall be governed by the laws of the District of Columbia.

23. Gender and Number.    Whenever used in this Plan the masculine gender shall include the feminine, and the singular shall include the plural,
unless the context indicates otherwise.

24. Captions.    The captions preceding the Sections of the Plan have been inserted solely as a matter of convenience and in no way define or
limit the scope or intent of any provision of the Plan.

25. Name.    The Plan shall be known as the �Federal National Mortgage Association 1985 Employee Stock Purchase Plan.�
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APPENDIX TO

EMPLOYEE STOCK PURCHASE PLAN

WHEREAS, the Benefit Plans Committee (the �Committee�) was authorized by the Board of Directors at its meeting on November 21, 1989 to
establish the terms and conditions of the 1990 Offering of the Federal National Mortgage Association Employee Stock Purchase Plan and, if the
Committee in its discretion deemed it advisable, to establish a cashless exercise program under the Plan; now therefore it is

RESOLVED, that a cashless exercise program (the �Program�) under the Plan is hereby established in substantial accordance with the summary of
the Program attached hereto.
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SUMMARY OF PROPOSED CASHLESS EXERCISE

PROGRAM UNDER THE EMPLOYEE STOCK PURCHASE PLAN

A cashless exercise program under the Employee Stock Purchase Plan (�ESPP�) will be established using the Company�s appointed agent. For the
1990 Offering this will be Fannie Mae�s transfer agent Manufacturers Hanover Trust Company (�MHTC�), together with its brokerage arm.

The primary purpose of the cashless exercise program (the �Program�) is to enable Plan participants to transact a simultaneous purchase and sale
of their ESPP shares and thus enable them to pay the exercise price for the shares from the proceeds of the sale.

All otherwise-eligible employees who are employed with Fannie Mae on the day designated by the Board for eligibility and who enroll in the
offering in a timely manner and remain employed until the later of the first day of the Payment Period or the date they give irrevocable exercise
instructions are eligible to participate in the ESPP.

An eligible participant may choose to use the Program by giving appropriate instructions in a timely manner (as determined by the Committee)
in advance of the Payment Period to MHTC (or its successor). In giving these instructions the participant may choose among several features,
but will elect to have MHTC sell at least a number of the shares he is entitled to purchase sufficient to pay the entire exercise price for the
number of shares he elects to purchase. All such elections to use the Program will be received by MHTC before the Payment Period begins.
MHTC will determine the appropriate number of shares to be sold and when, within the Payment Period and Open Window Period, to sell them.
The sales could occur over several days. All participants using the Program will receive a blended rate of the actual proceeds from the group
sale(s). Fees (estimated initially to be a $15 flat fee and five cents per share sold) will be deducted from the participant�s proceeds. MHTC will
transmit to Fannie Mae (on the 6th day after completion of the sales) the purchase price for each participant. The remaining shares and/or
proceeds will be transmitted according to the instructions given in advance by the participant. MHTC will provide Fannie Mae with reports of all
purchase and sales transacted through MHTC. This will provide better information than we have had available in the past.

Participants may continue to elect to pay the exercise price by cash in a lump sum during the Payment Period. Payroll deductions are no longer a
permitted method of payment under the ESPP. The shares will be transmitted as soon as practicable after exercise and delivery instructions and
payment are received.
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