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Servicing Guide
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No portion of this Multifamily Selling and Servicing Guide may be reproduced in any form or by
any means without Fannie Mae's prior written permission, except as may be provided herein or
unless otherwise permitted by law. Limited permission to reproduce this Multifamily Selling and
Servicing Guide in print, in whole or in part, and limited permission to distribute electronically
parts of  this Multifamily Selling and Servicing Guide, are granted to Fannie Mae-approved
Lenders strictly for their own use in originating and selling multifamily Mortgage Loans to, and
servicing multifamily Mortgage Loans for, Fannie Mae. Fannie Mae may revoke this limited
permission by sending 60 days advance written notice to any or all  Fannie Mae-approved
Lenders.
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704.04 Soft Financing

Requirements

Provision To be considered Soft Financing...

Financing Terms Subordinate loan terms must comply with Part III,
Chapter 7: Multifamily Affordable Housing Properties,
Section 704: Subordinate Financing.

Payments • Any subordinate loan payments due during the
Mortgage Loan term, including any fees, must be
payable only from the surplus NCF remaining after all
other payments (due and owing) are made on the
Mortgage Loan or any Pre-Existing Mortgage Loans.
• No more than 75% of the surplus NCF must be
available for payments on all Soft Financing unless the
note is payable to the Sponsor or an Affiliate.

Events of Default Failure to pay principal and/or interest due to lack of
surplus NCF must not be an event of default.

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

Guidance

Soft Financing may have:

a nominal interest rate (e.g., 1% or 2%);

interest that does not accrue;

principal payments that do not fully amortize the subordinate loan over its
term; or

a loan term significantly longer than the Mortgage Loan term, with the
subordinate loan either

being forgiven over time or at its maturity date, or

due only upon the sale of the Property.

https://mfguide.fanniemae.com/node/4386
https://mfguide.fanniemae.com/node/4386
https://mfguide.fanniemae.com/node/4386
https://mfguide.fanniemae.com/node/4496
https://mfguide.fanniemae.com/node/4496
https://mfguide.fanniemae.com/node/4496
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Glossary

A

Affiliate 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

E
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Excess Net Cash Flow 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
III, 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

G

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

Synonyms
• DUS Guide

M

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

Synonyms
• Maturity Dates

https://mfguide.fanniemae.com/node/4456
https://mfguide.fanniemae.com/node/4456
https://mfguide.fanniemae.com/node/4456
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Mortgage Loan 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

Multifamily Affordable
Housing Property

Property encumbered by a regulatory agreement, land
use restriction agreement, extended use agreement, or
similar restriction that limits rents that can be charged to
tenants, or imposes income limits on tenants.

Synonyms
• MAH
• Multifamily Affordable Housing
• MAH Property

N

Net Cash Flow At underwriting or for any specified period, the amount
calculated per Part II, Chapter 2: Valuation and Income,
Section 203: Income Analysis and the applicable
products and features in Part III.

Synonyms
• NCF

https://mfguide.fanniemae.com/node/7526
https://mfguide.fanniemae.com/node/7526
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Note Instrument evidencing a Mortgage Loan obligation,
including 
• Form 6010 series, 
• any other Fannie Mae-approved note, and 
• all applicable
    - addenda,
    - schedules, and
    - exhibits. 

Synonyms
• Notes

P

Pre-Existing Mortgage
Loan

Multifamily residential real estate loan secured by Liens
against the Property having higher priority than the Lien
securing the Subordinate Loan purchased by Fannie
Mae.

Synonyms
• Pre-Existing Mortgage Loans

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 I, Chapter 3: Borrower, Guarantor,
Key Principals, and Principals, Section 303: Key
Principals, Principals, and Guarantors.

Synonyms
• Principals

https://mfguide.fanniemae.com/node/11846
https://mfguide.fanniemae.com/node/10181
https://mfguide.fanniemae.com/node/10181
https://mfguide.fanniemae.com/node/10181
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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

Sponsor 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

Subordinate Loan 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
• Subordinate Loans


