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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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803.03 Subordinate Debt

Requirements

You must ensure that any existing debt secured by a Lien on a Cooperative
Property complies with Part III, Chapter 13: Supplemental Mortgage
Loans, Section 1302: Supplemental Mortgage Loans.  You must also
calculate the

Underwritten DSCR per Part III, Chapter 8: Cooperative Properties,
Section 804.02: Cooperative Market Rental Basis DSCR
(Underwritten DSCR), and

Actual Cooperative DSCR per Part III, Chapter 8: Cooperative
Properties, Section 804.04: Actual Cooperative Property DSCR.

https://mfguide.fanniemae.com/node/9886
https://mfguide.fanniemae.com/node/9886
https://mfguide.fanniemae.com/node/5116
https://mfguide.fanniemae.com/node/5116
https://mfguide.fanniemae.com/node/5116
https://mfguide.fanniemae.com/node/5126
https://mfguide.fanniemae.com/node/5126
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Glossary

C

Cooperative Market
Rental Basis

Financial analysis or valuation of a Cooperative Property
conducted as if it were operated as a conventional
multifamily property subject to applicable rental
restrictions.

Cooperative Property Multifamily residential property owned by a Cooperative
Organization.

Synonyms
• Co-op
• Cooperative

D

Debt Service Coverage
Ratio

On an annual basis or any specified period, the ratio of
Net Cash Flow to the total of:  principal, interest,
and required Mezzanine Financing or Hard Pay
Preferred Equity payments.

Synonyms
• DSCR

L

Lien Lien, mortgage, bond interest, pledge, security interest,
charge, or encumbrance of any kind.

Synonyms
• Liens

M
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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

P

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

Supplemental Mortgage
Loan

Mortgage Loan purchased by Fannie Mae that is
subordinated to, and has a Mortgage Loan Origination
Date after, the Senior Mortgage Loan that is also owned
by Fannie Mae.

Synonyms
• Supplemental Mortgage Loans

U



© 2026 Fannie Mae. Trademarks of Fannie Mae. Effective: 07/20/2026 6 of 6

Underwritten Debt
Service Coverage Ratio

Ratio of Underwritten Net Cash Flow to the annual debt
service for a Mortgage Loan amount based on a level
debt service payment with the applicable amortization,
and calculated per Part II, Chapter 2: Valuation and
Income, Section 203: Income Analysis, as adjusted for
the applicable products and features in Part III.

Synonyms
• Underwritten DSCR

https://mfguide.fanniemae.com/node/7526
https://mfguide.fanniemae.com/node/7526

