ADJUSTABLE RATE MULTIFAMILY NOTEPRIVATE 

MODIFICATION AGREEMENT

THIS ADJUSTABLE RATE MULTIFAMILY NOTE MODIFICATION AGREEMENT (the "Agreement") is made and entered into as of the ________ day of ___________________________________, ________, by and between __________________________________________________, a ________________________, hereinafter called "Borrower"), and FANNIE MAE, a corporation organized and existing under the laws of the United States (hereinafter called "Fannie Mae" or "Lender").

RECITALS

A.
Fannie Mae is the holder of an Adjustable Rate Multifamily Note dated ________________________________, __________, in the original principal amount of US $_______________________________ (the "Note") issued by Borrower to ________________________________________________________ (the "Original Lender").


B.
Pursuant to a Conversion Agreement, dated the same day as the Note, between the Borrower and the Original Lender, Borrower has exercised its option to convert the interest rate on the Note from an adjustable rate to a fixed rate and to change the Maturity Date of the Note, if a change in the Maturity Date is necessary.


C.
Borrower and Fannie Mae desire to amend the Note to reflect a change in the interest rate and the terms of payment and the Maturity Date of the Note if a change in the maturity date is necessary.


NOW, THEREFORE, intending to be legally bound, Borrower and Fannie Mae agree as follows:


1.
All capitalized terms used in this Agreement that are not specifically defined in this Agreement shall have the meanings assigned to them in the Note.


2.
Borrower shall continue to make the scheduled Required Monthly Payments due under the Note until the date the New Required Monthly Payments are required to be made by Borrower pursuant to Section 3(b) of this Agreement.


3.
Section 3 of the Note is hereby amended by deleting subsections (a) through (h), inclusive, and inserting the following new provisions in lieu thereof:


"(a)
Beginning on _____________________________, ___________ (the "Fixed Rate Conversion Effective Date") this Note shall bear interest at the rate of _________% [insert fixed rate of interest] per annum on the unpaid principal balance from time to time outstanding.  Interest under this Note shall be computed on the basis of [select one]: 

 FORMCHECKBOX 

a 360-day year consisting of twelve 30-day months.

 FORMCHECKBOX 

a 360-day year.  The amount of each monthly payment made by Borrower pursuant to Paragraph 3(b) below that is allocated to interest will be based on the actual number of calendar days during such month and shall be calculated by multiplying the unpaid principal balance of this Note by the per annum interest rate, dividing the product by 360 and multiplying the quotient by the actual number of days elapsed during the month.  Borrower understands that the amount allocated to interest for each month will vary depending on the actual number of calendar days during such month.

(b)
Consecutive monthly installments of principal and interest, each in the amount of ___________________________________________________________________________ Dollars (US $__________________________)  [insert the Fixed Rate Monthly Payment], shall be payable on the first day of each month beginning on __________________, _____ [insert first day of the second month after the month in which the Conversion Exercise Date (as such term defined in the Conversion Agreement) occurs, if the Conversion Exercise Date occurs on a day which is the first through the 10th calendar day of a month, or insert the first day of the third month after the month in which the Conversion Exercise Date occurs, if the Conversion Exercise Date occurs on a day which is the 11th calendar day through the end of the month], until the entire unpaid principal balance evidenced by this Note is fully paid.  Any accrued interest remaining past due for 30 days or more shall be added to and become part of the unpaid principal balance and shall bear interest at the rate or rates specified in this Note, and any reference below to "accrued interest" shall refer to accrued interest which has not become part of the unpaid principal balance.  Any remaining principal and interest shall be due and payable on ___________________________________ or on any earlier date on which the unpaid principal balance of this Note becomes due and payable, by acceleration or otherwise (the "Maturity Date").  The unpaid principal balance shall continue to bear interest after the Maturity Date at the Default Rate set forth in this Note until and including the date on which it is paid in full. 


(c)
Any regularly scheduled monthly installment of principal and interest that is received by Lender before the date it is due shall be deemed to have been received on the due date solely for the purpose of calculating interest due. 


4.
Section 10 of the Note is hereby amended by deleting such Section in its entirety and inserting the following new provisions in lieu thereof:


10.
Voluntary and Involuntary Prepayments.

(a)
A prepayment premium shall be payable in connection with any prepayment made under this Note as provided below:



(1)
Borrower may voluntarily prepay all (but not less than all) of the unpaid principal balance of this Note only on the last calendar day of a calendar month and only if Borrower has complied with all of the following:

(i) Borrower must give Lender at least 30 days, but not more than 60 days, prior written notice of its intention to make such prepayment (the "Prepayment Notice"). 

(ii) The Prepayment Notice shall be addressed to Lender and shall include, at a minimum, the date upon which Borrower intends to make the prepayment (the "Intended Prepayment Date").  Borrower acknowledges that the Lender is not required to accept any voluntary prepayment of this Note on any day other than the last calendar day of a calendar month.  If the last calendar day of a calendar month is not a Business Day, then the Borrower must make the payment on the Business Day immediately preceding the last calendar day of a calendar month.  For all purposes, including the accrual of interest and the calculation of the prepayment premium, any prepayment received by Lender on any day other than the last calendar day of a calendar month shall be deemed to have been received on the last calendar day of the month in which such prepayment occurs.  

(iii) Any prepayment shall be made by paying (A) the amount of principal being prepaid, (B) all accrued interest, (C) all other sums due Lender at the time of such prepayment, and (D) the prepayment premium calculated pursuant to Schedule A.  

(iv) If, for any reason, Borrower fails to prepay this Note within five (5) Business Days after the Intended Prepayment Date, then Lender shall have the right, but not the obligation, to recalculate the prepayment premium based upon the Yield Rate as reported in The Wall Street Journal on the twenty-fifth Business Day preceding the delayed Intended Prepayment Date and to make such calculation as described in Schedule A attached hereto.  Notwithstanding the foregoing, if the delayed prepayment occurs in a month other than the month stated in the original Prepayment Notice, then Lender shall (a) have the right, but not the obligation, to recalculate the prepayment premium based upon the Yield Rate as reported in The Wall Street Journal on the twenty-fifth Business Day preceding the delayed Intended Prepayment Date and to make such calculation as described in Schedule A attached hereto and (b) recalculate the amount of interest payable.  In either instance, for purposes of recalculation, such new prepayment date shall be deemed the "Intended Prepayment Date."



(2)
Upon Lender's exercise of any right of acceleration under this Note, Borrower shall pay to Lender, in addition to the entire unpaid principal balance of this Note outstanding at the time of the acceleration, (A) all accrued interest and all other sums due Lender under this Note and the other Loan Documents, and (B) the prepayment premium calculated pursuant to Schedule A.



(3)
Any application by Lender of any collateral or other security to the repayment of any portion of the unpaid principal balance of this Note prior to the Maturity Date and in the absence of acceleration shall be deemed to be a partial prepayment by Borrower, requiring the payment to Lender by Borrower of a prepayment premium.  


(b)
Notwithstanding the provisions of Paragraph 10(a), no prepayment premium shall be payable with respect to any prepayment occurring as a result of the application of any insurance proceeds or condemnation award under the Security Instrument or as provided in subparagraph (c) of Schedule A.


(c)
Schedule A is hereby incorporated by reference into this Note.


(d)
Any required prepayment of less than the entire unpaid principal balance of this Note shall not extend or postpone the due date of any subsequent monthly installments or change the amount of such installments, unless Lender agrees otherwise in writing. 


(e)
Borrower recognizes that any prepayment of the unpaid principal balance of this Note, whether voluntary or involuntary or resulting from a default by Borrower, will result in Lender's incurring loss, including reinvestment loss, additional expense and frustration or impairment of Lender's ability to meet its commitments to third parties.  Borrower agrees to pay to Lender upon demand damages for the detriment caused by any prepayment, and agrees that it is extremely difficult and impractical to ascertain the extent of such damages.  Borrower therefore acknowledges and agrees that the formula for calculating prepayment premiums set forth on Schedule A represents a reasonable estimate of the damages Lender will incur because of a prepayment.


(f)
Borrower further acknowledges that the prepayment premium provisions of this Note are a material part of the consideration for the loan evidenced by this Note, and acknowledges that the terms of this Note are in other respects more favorable to Borrower as a result of the Borrower's voluntary agreement to the prepayment premium provisions. 


5.
Schedule A and, if applicable, Schedule B, attached to the Note are hereby deleted in their entirety and the attached Schedule A and, if applicable, Schedule B are hereby substituted in lieu thereof.


6.
Except as modified by this Agreement, Borrower and Fannie Mae hereby ratify and confirm the terms and provision of the Note.


ATTACHED SCHEDULES.  The following Schedules are attached to this Note Modification Agreement:


 FORMCHECKBOX 

  Schedule A 
Prepayment Premium (required)


 FORMCHECKBOX 

  Schedule B 
Modifications to Multifamily Note 

IN WITNESS WHEREOF, Borrower and Fannie Mae have executed and delivered this Agreement as of the day and year first above written.







Borrower:







_______________________________________







By:_________________________________ (Seal)







Name:_____________________________







Title:______________________________







Fannie Mae:






FANNIE MAE







By:_________________________________ (Seal)







Name:_____________________________







Title:______________________________

SCHEDULE A

PREPAYMENT PREMIUM

Any prepayment premium payable under Paragraph 10 of this Note shall be computed as follows:


(a)
If the prepayment is made at any time before the last calendar day of ____________, ____ ("Yield Maintenance Period End Date") [insert the appropriate month and year, calculating from the Maturity Date, e.g., if the loan is a 10-year loan with a Maturity Date of July 1, 2013, and the yield maintenance period is 9.5 years, then the month and year to insert is December, 2012], the prepayment premium shall be the greater of: 




(i)
1% of the amount of principal being prepaid; or




(ii)
The product obtained by multiplying:





(A)
the amount of principal being prepaid,





by




(B)
the difference obtained by subtracting from the interest rate on this Note the yield rate (the "Yield Rate") on the __________% U.S. Treasury Security due _________________________ (the "Specified U.S. Treasury Security"), as the Yield Rate is reported in The Wall Street Journal on the twenty-fifth Business Day preceding (x) the Intended Prepayment Date, or (y) the date Lender accelerates the Loan or otherwise accepts a prepayment pursuant to Paragraph 10(a)(3) of this Note, 





by 





(C) 
the present value factor calculated using the following formula:







1 - (1 + r)-n/12






        r







[r =
Yield Rate







 n =
the number of months remaining between (1) either of the following: (x) in the case of a voluntary prepayment, the last calendar day of the calendar month during which the prepayment is made, or (y) in any other case, the date on which Lender accelerates the unpaid principal balance of this Note and (2) the Yield Maintenance Period End Date]






In the event that no Yield Rate is published for the Specified U.S. Treasury Security, then the nearest equivalent U.S. Treasury Security shall be selected at Lender's discretion.  If the publication of such Yield Rates in The Wall Street Journal is discontinued, Lender shall determine such Yield Rates from another source selected by Lender.


(b)
If the prepayment is made on or after the Yield Maintenance Period End Date but before the last calendar day of the 4th month prior to the month in which the Maturity Date occurs, the prepayment premium shall be 1% of the amount of principal being prepaid.


(c)
Notwithstanding the provisions of Paragraph 10(a) of this Note, no prepayment premium shall be payable with respect to any prepayment made on or after the last calendar day of the 4th month prior to the month in which the Maturity Date occurs.









_____________________________
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