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704.04 Soft Financing

[¥] Requirements

Provision To be considered Soft Financing...

Financing Terms | Third-Party Financingterms must comply with Part I,
Chapter 7: Multifamily Affordable Housing Properties,
Section 704: Third-Party Financing.

Payments Any Third-Party Financing payments due during the
Mortgage Loan term (excluding ongoing fees which
are addressed separately) must be payable only from
Excess NCF, with up to:

» 100% of the available Excess NCF (after subtracting
amounts payable per Subsections 1 and 2 of the
definition) for all Soft Financing payments to the
Sponsor or an Affiliate; or

* 75% of the available Excess NCF (after subtracting
amounts payable per Subsections 1 and 2 of the
definition) for all other Soft Financing.

Ongoing The loan documents for any Third-Party Financing
Mandatory Fees | may require paying ongoing mandatory fees, such as
facility fees, servicing fees, and fees for monitoring
compliance with an Affordable Regulatory Agreement
or any Private Affordability Agreement, provided you:

* include any ongoing mandatory fees as an expense
in calculating NCF; and

+ at the Mortgage Loan closing, escrow at least 12
months of ongoing mandatory fees, which must be
funded from a source other than Mortgage Loan
proceeds.

Events of Default | Failure to pay principal and/or interest due to lack of
available Excess NCF must not be an event of default
per the Third-Party Financing loan documents.

Subordination Subordination must comply with Part Ill, Chapter 7:
Multifamily Affordable Housing Properties, Section
704.07: Subordination Agreement.

To determine the acceptability of Soft Financing if multiple Soft Financing
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loans exist, you must:

consider the maximum aggregate Soft Financing payments during the
Mortgage Loan term;

if the Borrower’s agreements (including Subordinate Loan documents,
any other documents evidencing any Soft Financing, and Borrower’s
organizational documents) do not specify Soft Financing payment priority,
ensure intercreditor arrangements document payment priority among Soft
Financing creditors; and

confirm the Excess NCF requirements are not exceeded in the aggregate
among the applicable intercreditor provisions.

< Guidance

Soft Financing may have:

a nominal interest rate;

principal payments that do not fully amortize the Third-Party
Financing over its term;

optional principal payments;
a covenant to comply with an Affordable Regulatory Agreement;

an event of default resulting from non-compliance with an Affordable
Regulatory Agreement; and

a loan term significantly longer than the Mortgage Loan term, with the
Third-Party Financing either

® being forgiven over time or at its maturity date, or

® due only upon a Property sale.



Glossary
A

Affiliate

Affordable Regulatory
Agreement

When referring to an affiliate of a Lender, any other
Person or entity that Controls, is Controlled by, or is
under common Control with, the Lender.

When referring to an affiliate of a Borrower or Key
Principal:

 any Person that owns any direct ownership interest in
Borrower or Key Principal,;

 any Person that indirectly owns, with the power to vote,
20% or more of the ownership interests in Borrower or
Key Principal;

 any Person Controlled by, under common Control with,
or which Controls, Borrower or Key Principal;

« any entity in which Borrower or Key Principal directly or
indirectly owns, with the power to vote, 20% or more of
the ownership interests in such entity; or

« any other individual that is related (to the third degree
of consanguinity) by blood or marriage to Borrower or
Key Principal.

Synonyms
« Affiliates
* Affiliate's

Recorded or unrecorded regulatory, land use, extended
use, restrictive covenant, or similar agreement or
restriction that is imposed by a Public Entity, placing
rent, income, or other affordability restrictions on the use
or occupancy of the Property, but which does not include
a HAP Contract.

Synonyms
* Affordable Regulatory Agreements




Borrower

E

Excess Net Cash Flow

Guide

Person who is the obligor per the Note.

Synonyms
* Borrowers
* Borrower's

For any specified period, the Net Cash Flow remaining
after subtracting, in order of priority:
« first, all amounts due and owing on the Mortgage Loan,
including:

- principal and interest; and

- any other funding obligations per the Loan
Documents;
* second, any payments due on any Third-Party
Financing that is not Soft Financing compliant with Part
[ll, Chapter 7: Multifamily Affordable Housing Properties,
Section 704.04: Soft Financing; and
« third, any payments due on any Third-Party Financing
not already subtracted per the above.

Synonyms

» Excess NCF

» Surplus Net Cash Flow
» Surplus NCF

Multifamily Selling and Servicing Guide controlling all
Lender and Servicer requirements unless a Lender
Contract specifies otherwise.

Synonyms
* DUS Guide
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Loan Documents

M

Maturity Date

Mortgage Loan

Multifamily Affordable
Housing Property

All Fannie Mae-approved documents evidencing,
securing, or guaranteeing the Mortgage Loan.

Synonyms

* Loan Document

* Mortgage Loan Document
* Mortgage Loan Documents

Date all Mortgage Loan amounts become fully due and
payable per the Loan Documents.

Synonyms
* Maturity Dates

Mortgage debt obligation evidenced, or when made will
be evidenced, by

* the Loan Documents, or

* a mortgage debt obligation with a Fannie Mae credit
enhancement.

Synonyms
* Mortgage Loans
* Mortgage Loan's

Property that:

» complies with Part Ill, Chapter 7: Multifamily Affordable
Housing Properties, Section 702: MAH Property
Eligibility; and

* is underwritten per Part Ill, Chapter 7: Multifamily
Affordable Housing Properties.

Synonyms

* MAH

» Multifamily Affordable Housing
* MAH Property
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Net Cash Flow At underwriting or for any specified period, the amount
calculated per Part Il, Chapter 2: Valuation and Income,
Section 203: Income Analysis and the applicable
products and features in Part lIl.

Synonyms
* NCF

P

Principal Person who owns or controls, in the aggregate, directly
or indirectly (together with that Person's Immediate
Family Members, if an individual), specified interests in
the Borrower per Part |, Chapter 3: Borrower, Guarantor,
Key Principals, and Principals, Section 303: Key
Principals, Principals, and Guarantors.

Synonyms
* Principals

Private Affordability Recorded or unrecorded regulatory, land use, extended

Agreement use, restrictive covenant, agreement, or restriction that is
imposed by any non-Public Entity, placing rent, income,
or other affordability restrictions on the use or occupancy
of the Property.

Synonyms
* Private Affordability Agreements

Property Multifamily residential real estate securing the Mortgage
Loan, including the
« fee simple or Leasehold interest,
* Improvements, and
* personal property (per the Uniform Commercial Code).

Synonyms

* Properties
* Property's

S
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Servicing Fee

Sponsor

Subordinate Loan

T

Third-Party Financing

Fee a Servicer receives for collecting

payments, managing operational procedures, and
assuming your portion of credit risk for a Mortgage Loan,
and which may be expressed as a percentage.

Synonyms
* Servicing Fees

Principal equity owner and/or primary decision maker of
the Borrower (often the Key Principal or the Person
Controlling the Key Principal).

Synonyms
» Sponsors
» Sponsor's

Multifamily residential real estate loan secured by a Lien
against the Property having a lesser priority than the
Lien securing another multifamily residential real estate
loan on the same Property.

Synonyms
e Subordinate Loans

Any loan to, or indebtedness of, a Borrower that:
* is not a Supplemental Mortgage Loan or Pre-Existing
Mortgage Loan; and
* either:

- requires repayment by the Borrower; or

- is forgiven (over time or at maturity) subject to
Borrower compliance with certain covenants or
conditions.



