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Indicated by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes x  No ¨

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d) of the Act. Yes
¨  No x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.  Yes x  No ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained to the best of the registrant's knowledge in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.[ x ]

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer.  See definition of "accelerated filer and large accelerated filer" in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer ¨                    Accelerated filer ¨                     Non-accelerated filer x

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).  Yes
¨  No x.

The Registrant is a cooperative and consequently, does not issue any equity capital stock.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Form 10-K contains forward-looking statements within the meaning of the Securities Act of 1933, as amended,
and the Exchange Act of 1934, as amended.  Forward-looking statements, which are based on certain assumptions and
describe our future plans, strategies and expectations, are generally identified by our use of words such as "intend,"
"plan," "may," "should," "will," "project," "estimate," "anticipate," "believe," "expect," "continue," "potential,"
"opportunity," and similar expressions, whether in the negative or affirmative. All statements that address expectations
or projections about the future, including statements about loan growth, the adequacy of the loan loss allowance, net
income growth, leverage and debt to equity ratios, and borrower financial performance are forward-looking
statements.  Although we believe that the expectations reflected in our forward-looking statements are based on
reasonable assumptions, actual results and performance could differ materially from those set forth in the
forward-looking statements.  Factors that could cause future results to vary from current expectations include, but are
not limited to, general economic conditions, legislative changes, governmental monetary and fiscal policies, changes
in tax policies, changes in interest rates, the interest expense, demand for our loan products, changes in the quality or
composition of our loan and investment portfolios, changes in accounting principles, policies or guidelines, and other
economic and governmental factors affecting our operations.  Some of these and other factors are discussed in our
annual and quarterly reports previously filed with the Securities and Exchange Commission ("SEC").  Except as
required by law, we undertake no obligation to update or publicly release any revisions to forward-looking statements
to reflect events, circumstances or changes in expectations after the date on which the statement is made.

The information contained in this section should be read in conjunction with our consolidated financial statements and
related notes and the information contained elsewhere in this Form 10-K, including that set forth under Item 1A, Risk
Factors.

PART I

Item 1.                      Business.

General
National Rural Utilities Cooperative Finance Corporation ("CFC" or "the Company") is a private, not-for-profit
cooperative association incorporated under the laws of the District of Columbia in April 1969.  The principal purpose
of CFC is to provide its members with a source of financing to supplement the loan programs of the Rural Utilities
Service ("RUS") of the United States Department of Agriculture.  CFC makes loans to its rural utility system members
("utility members") to enable them to acquire, construct and operate electric distribution, generation, transmission and
related facilities.  CFC also provides its members with credit enhancements in the form of letters of credit and
guarantees of debt obligations.  CFC is exempt from payment of federal income taxes under the provisions of Section
501(c)(4) of the Internal Revenue Code.  CFC is a not-for-profit member-owned finance cooperative, thus its
objective is not to maximize its net income, but to offer its members low cost financial products and services
consistent with sound financial management.  CFC's internet address is www.nrucfc.coop, where under "Investors,"
copies can be found of this annual report on Form 10-K, quarterly reports on Form 10-Q and current reports on Form
8-K, and amendments thereto, all of which CFC makes available as soon as reasonably practicable after the report is
filed with the SEC.  Information posted on CFC's website is not incorporated by reference into this Form 10-K.

For financial statement purposes, the results of operations and financial condition of CFC are consolidated with and
include Rural Telephone Finance Cooperative ("RTFC") and National Cooperative Services Corporation
("NCSC").  Unless stated otherwise, references to the Company relate to the consolidation of CFC, RTFC, NCSC and
certain entities controlled by CFC and created to hold foreclosed assets and effect loan securitization
transactions.  CFC also reports the operations for each of CFC, RTFC and NCSC as separate segments.
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RTFC is a private not-for-profit cooperative association incorporated under the laws of the District of Columbia.  The
principal purpose of RTFC is to provide and arrange financing for its rural telecommunications members and their
affiliates.  CFC is the sole lender to and manages the lending and financial affairs of RTFC through a long-term
management agreement.  Under a guarantee agreement, RTFC pays CFC a fee in exchange for which CFC reimburses
RTFC for loan losses.  RTFC is headquartered with CFC in Herndon, Virginia.  RTFC is a taxable cooperative that
pays income tax based on its net income, excluding net income allocated to its members, as allowed by law under
Subchapter T of the Internal Revenue Code.

NCSC was incorporated in 1981 in the District of Columbia as a private non-profit cooperative association.  The
principal purpose of NCSC is to provide financing to the for-profit and non-profit entities that are owned, operated or
controlled by, or provide substantial benefit to, members of CFC.  NCSC also markets, through its cooperative
members, a consumer loan program for home improvements and an affinity credit card program.  NCSC's
membership consists of CFC and distribution systems that are members of CFC or are eligible for such
membership.  CFC is the primary source of funding to and manages the lending and financial affairs of NCSC through
a management agreement which is automatically renewable on an annual basis unless terminated by either
party.  Under a guarantee agreement, NCSC pays CFC a fee in exchange for which CFC reimburses NCSC for loan
losses, excluding losses in the consumer loan program.  NCSC is headquartered with CFC in Herndon,
Virginia.  NCSC is a taxable corporation.

1
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Members
The Company's consolidated membership was 1,544 as of May 31, 2007 including 899 utility members, the majority
of which are consumer-owned electric cooperatives, 513 telecommunications members, 66 service members and 66
associates in 49 states, the District of Columbia and two U.S. territories.  The utility members included 830
distribution systems and 69 generation and transmission ("power supply") systems.  Memberships between CFC,
RTFC and NCSC have been eliminated in consolidation.

CFC currently has four classes of electric members:
•  Class A - cooperative or not-for-profit distribution systems;

•  Class B - cooperative or not-for-profit power supply systems;
•  Class C - statewide and regional associations wholly-owned or controlled by Class A or Class B members; and

•  Class D - national associations of cooperatives.

The associates are not-for-profit entities organized on a cooperative basis which are owned, controlled or operated by
Class A, B or C members and which provide non-electric services primarily for the benefit of ultimate
consumers.  Associates are not entitled to vote at any meeting of the members and are not eligible to be represented on
CFC's board of directors.  All references to members within this document include members and associates.

Membership in RTFC is limited to commercial (for-profit) or cooperative (not-for-profit) telecommunications systems
that receive or are eligible to receive loans or other assistance from RUS, and that are engaged (or plan to be engaged)
in providing telecommunications services to ultimate users.

Membership in NCSC is limited to CFC and organizations that are Class A members of CFC or are eligible to be
Class A members of CFC.

In many cases, the residential and commercial customers of CFC's electric members are also the customers of RTFC's
telecommunications members, as the service territories of the electric and telecommunications members overlap in
many of the rural areas of the United States.

Set forth below is a table showing by state or U.S. territory the total number of CFC, RTFC and NCSC members, the
percentage of total loans and the percentage of total loans and guarantees outstanding at May 31, 2007.

Number Loan and Number Loan and
of Loan Guarantee of Loan Guarantee

State/Territory Members % % State/Territory Members % %
Alabama 30 1.92% 2.19% Missouri 65 3.48% 3.73%
Alaska 30 1.85% 1.76% Montana 40 0.73% 0.74%
American Samoa 1 - - Nebraska 40 0.09% 0.09%
Arizona 27 0.99% 1.13% Nevada 7 0.81% 0.80%
Arkansas

30 2.86% 2.76% New
Hampshire 4 0.83

%
0.96%

California 11 0.15% 0.15% New Jersey 1 0.10% 0.09%
Colorado 40 5.09% 5.09% New Mexico 25 0.18% 0.17%
Connecticut 1 1.10% 1.04% New York 21 0.11% 0.10%
Delaware

1 0.22% 0.21% North
Carolina 44 2.86

%
3.23%

District of Columbia
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