PRIVATE 
REQUEST FOR BIDStc  \l 1 "REQUEST FOR BIDS"
TO:

Investment Agreement Providers

FROM:
[Name of DUS Lender]

DATE:
____________, 200_
RE:

Investment Agreement Bids



Fannie Mae Rate Lock Loan to DUS Lender Program



$___________ in Rate Lock Loan Proceeds 



[Name of Project]

Introduction

The DUS Lender named above intends to make a loan to a borrower in connection with the construction of a multifamily residential property known as __________________  (the "Project").  Construction of the ____-unit Project is scheduled to start ____________, 200_. Completion and stabilization of the Project are projected to occur ____________, 200_.  Fannie Mae is making a Rate Lock Loan to the DUS Lender (the "Rate Lock Loan") in connection with the DUS Lender's financing of the Project.  The Rate Lock Loan will be in an amount sufficient to provide for the permanent financing of the Project (the "Rate Lock Loan Amount").  

Request for Bids 

This is a request for bids for an Investment Agreement (the "Investment Agreement") in which the proceeds of the Rate Lock Loan (the "Rate Lock Loan Proceeds") will be invested.  At the option of the DUS Lender (the "Borrower"), the Investment Agreement will include either one deposit (Option "A") or two deposits (Option "B").  If the Borrower selects Option "B," both of the deposits will be made at inception of the Investment Agreement.  Option "A" and Option "B" are defined as follows:

Option "A"  


One deposit equal to the Rate Lock Loan Proceeds.


Option "B" 


One deposit equal to the Rate Lock Loan Proceeds and, at the Borrower's option, a second deposit made by the Borrower (the "Prepaid Amount") to increase the amount of funds held in the Investment Agreement to offset any negative arbitrage resulting from the interest rate on the Rate Lock Loan being higher than the interest rate on the Investment Agreement (the "Agreement Rate").  The Agreement Rate must be at an interest rate that would allow the Prepaid Amount to be in an amount that is less than _____ % of the Rate Lock Loan Proceeds. The Prepaid Amount will be drawn down in roughly equal monthly amounts, along with monthly interest earnings on the entire Investment Agreement.  

The principal amount of the deposit or deposits will be held in the Investment Agreement pending the completion of the construction of the Project and a stabilization period following construction during which the Project is expected to attain satisfactory occupancy and rent levels.  Upon completion of construction and attainment of satisfactory levels, all amounts on deposit in the Investment Agreement will be drawn down, and the Investment Agreement will terminate. The Investment Agreement may be terminated at any time after the end of the Lockout Period.

Bids from Investment Agreement Providers for the Investment Agreement will be taken on [day of the week], ____________, 200_ (the "Bid Date") at ______ a.m./p.m. eastern time (the "Bid Time").  The Bid Date and Bid Time are subject to change. 

The Borrower reserves the right to reject any or all bids for any reason.  If a bid is rejected, the bidder will have no recourse against the Borrower, any of the parties named in this Request for Bids, or any employees or agents of such parties.

The following are the key terms of the requested Investment Agreement.:

Rate Lock Loan Proceeds (the "Fund")

Fund Amount:

$___________ 

Fund Description:
The Fund is being used for the deposit of the proceeds of a Rate Lock Loan from Fannie Mae to the Borrower pending completion of construction of the Project and attainment of satisfactory occupancy and rent levels.  Fannie Mae requires that all Rate Lock Loan Proceeds be escrowed for a specified period as outlined below.  If the Borrower chooses Option "B", the Borrower may deposit the Prepaid Amount at closing, to cover negative arbitrage between the Rate Lock Loan Rate and the Agreement Rate. 

Bid Date:


As indicated above.

Bid Time:


As indicated above.

Deposit Date:


____ __, 200_ (subject to change)

Maturity Date:
_____ [12 to 36] months following the first day of the month after the Deposit Date.

Lock Out Period:
_____ [6 to 30] months following the first day of the month after the Deposit Date.

Rate Paid by Investment

Agreement Provider:

Highest fixed interest rate.

Deposits to the 

Investment Agreement:
$_________ (subject to change), equal to the amount of the Rate Lock Loan Proceeds, to be deposited at the closing of the Rate Lock Loan.  

Extraordinary Deposits:
If the Borrower selects Option "B," the amount to be deposited at the closing of the Rate Lock Loan will equal the Rate Lock Loan Proceeds plus the Prepaid Amount (which will be calculated following the award of the Investment Agreement).

Interest Accrual:
Interest on the Investment Agreement will accrue daily on the amount invested.  Interest will be computed on a simple interest basis over a 360-day year consisting of twelve 30-day months. Interest will accrue for the day the deposit is made under the Investment Agreement, but interest will not accrue as to any principal of the deposit for the day the principal is repaid by the Investment Agreement Provider under the Investment Agreement.

Interest Periods:
1.
General Rule:  An interest period begins on (and includes) the first day of a calendar month and ends on (and includes) the last day of a calendar month.  No adjustments for non-business days shall be made.


2.
Exception for First Interest Period:  The first Interest Period begins on the day the deposit is made under the Investment Agreement and ends on the last day of that calendar month.  No adjustments for non-business days shall be made.  


3.
Exception for Maturity Date:  Since the Maturity Date of the Investment Agreement is the first day of a calendar month, and since that day may or may not be a business day, a special rule applies. If the Maturity Date is a business day, all accrued but unpaid interest on the Investment Agreement and all remaining outstanding principal of the deposit are payable on that day.  If the Maturity Date is not a business day, interest on the outstanding principal of the deposit will accrue to (but not through) the first business day following the Maturity Date.  All accrued but unpaid interest and all remaining principal of the deposit are payable on that business day.

Interest Payment Dates:
Interest accrued on the Investment Agreement for an Interest Period will be payable in arrears on the first business day following the end of the Interest Period. The first interest payment date on the Investment Agreement is _____ __, 200_.

Payments on 

Maturity Date:
All accrued interest and all remaining principal of the deposit are payable on the Maturity Date.  If the Maturity Date is not a business day, interest on the outstanding principal of the deposit will accrue to (but not through), the first business day following the Maturity Date.  All accrued interest but unpaid interest and all remaining principal of the deposit are payable on that business day.

Other Interest:
If the entire principal of the deposit is withdrawn under the terms of the Investment Agreement before the Maturity Date, the Investment Agreement Provider shall pay all accrued interest under the Investment Agreement on the date of such withdrawal.

Option "A" Draw:
At the Borrower's option, there will be either (1) a single draw for the entire principal of the Investment Agreement, including accrued interest, at the Maturity Date, or (2) subject to a seven day written withdrawal notice, a single draw for the entire principal of the Investment Agreement, including accrued interest, at any time after the expiration of the Lockout Period.

Option "B" Draws:
The principal of the Prepaid Amount will be drawn down in approximately equivalent monthly amounts. At the Borrower's option, (1) all remaining principal of the Investment Agreement, including accrued interest,  will be drawn at the Maturity Date, or (2) subject to a seven day written withdrawal notice, any remaining principal of the Prepaid Amount together with all remaining principal of the Investment Agreement, including accrued interest, may be withdrawn at any time after the expiration of the Lockout Period.  

Extraordinary Draw:
Monies invested under the Investment Agreement may be withdrawn at any time at par plus accrued interest, without penalty or premium, upon the occurrence of an Event of Default under the Investment Agreement.  In all cases, Fannie Mae must consent to an extraordinary draw.

Notice of Draws:
Bidders may elect to receive a seven-day withdrawal notice on unscheduled draws, so long as the Borrower is permitted to adjust the amount of the withdrawal downward at any time up to one day before the withdrawal.

Non-Business Day 

Convention:
For crediting and/or payment of interest, if the first of the month is not a business day in New York City, the crediting and/or payment of interest shall be made on the next business day.

Investment Agreement Requirements

General:
The Investment Agreement must conform to all requirements specified by the Borrower and required under New York law.  The Investment Agreement must be an unconditional and general obligation of the Investment Agreement Provider and may not be subordinated to any other obligation of the Investment Agreement Provider. Only onshore deposits are permitted.

Form of Investment 

Agreement:
The Investment Agreement must be executed in a form acceptable to the parties listed below (the "Parties").  Fannie Mae will have a first, prior and perfected security interest in the Investment Agreement.

Reporting:
The Investment Agreement Provider must furnish to all Parties monthly reports detailing all deposits, withdrawals, accrued interest, interest credited or paid and beginning and ending balances.

Permitted Bidders:
A bidder must meet the requirements of both paragraphs A and B:


A.  The bidder must be one of the following:

· a bank or trust company organized under the laws of any state of the United States of America,

· a national banking association,

· a savings bank, a savings and loan association, or an insurance company or association chartered or organized under the laws of any state of the United States of America,

· a federal branch or agency pursuant to the International Banking Act of 1978 or any successor provisions of law, a domestic branch or agency of a foreign bank, which branch or agency is duly licensed or authorized to do business under the laws of any state or territory of the United States of America (but only if the Investment Agreement Provider agrees in the Investment Agreement to submit to jurisdiction, venue and service of process in the United States of America), 

· a government bond dealer reporting to, trading with, and recognized as a primary dealer by the Federal Reserve Bank of New York, 

· a securities dealer approved in writing by Fannie Mae, the liquidation of which is subject to the Securities Investors Protection Corporation or other similar corporation, 

· a corporation or limited liability company organized under the laws of any state of the United States of America, or 

· another entity acceptable to Fannie Mae in its sole discretion.


B.
The unsecured long-term obligations of the bidder at the time of issuance must have one of the following ratings or an equivalent or higher rating: its unsecured long-term obligations are rated in one of the two highest rating categories by Fitch, Moody's or S&P or the obligations of the Investment Agreement Provider under the Investment Agreement are unconditionally guaranteed or insured by an entity described in paragraph (A) above whose unsecured long-term obligations are rated in one of the two highest rating categories by Fitch, Moody's or S&P.  Notwithstanding the foregoing, any bidder with a rating of A or lower by Fitch, A1 or lower by Moody's or A+ or lower by S&P may not be an Eligible Investment Agreement Provider. 
Downgrade Event:
During the term of the Investment Agreement, if the rating of the Investment Agreement Provider (or, if applicable, the rating of the entity guaranteeing or insuring the Investment Agreement) is withdrawn or suspended or falls below the required rating specified in paragraph B of "Permitted Bidders" above (a "Downgrade Event"), the Investment Agreement Provider shall take one of the following actions within seven business days after the Downgrade Event: 

· collateralize the Investment Agreement in a manner acceptable to Fannie Mae, 

· repay the principal of and accrued but unpaid interest on the Investment Agreement without penalty, premium or other deduction, or 

· deliver a Replacement Eligible Investment Agreement Provider that assumes all of the obligations of the downgraded Investment Agreement Provider under the Investment Agreement


If the Investment Agreement Provider fails to take one of the specified actions, the Investment Agreement shall provide that Fannie Mae may require the Investment Agreement Provider to take one of such actions immediately. 

Collateral Criteria 

on Downgrade Event:
Collateral is limited to securities that are direct obligations of or guaranteed by the United States of America or obligations on which the full and timely payment of principal and interest is unconditionally guaranteed by any agency or instrumentality of the United States of America, other than the Federal Home Loan Mortgage Corporation.  The Investment Agreement Provider shall have ownership rights in, and Fannie Mae shall have a perfected security interest in, the collateral. The Investment Agreement Provider shall appoint a third-party collateral custodian acceptable to Fannie Mae and shall pay any and all costs associated with the appointment of a third-party collateral custodian. Collateral margin level must be maintained at 103% or better. The collateral must be acquired at the market price and marked to market weekly.  If the Collateral falls below the required margin level, it must be supplemented or replaced within 24 hours.

Governing Law:
New York.

Enforceability:
Domestic entities must provide a domestic enforceability opinion acceptable to the Parties listed below.  Foreign entities must provide foreign and domestic enforceability opinions acceptable to the Parties.

Parties:
[Provide full legal names of the following:]

Borrower (DUS Lender):
________________________


Rate Lock Loan Provider:
Fannie Mae


Placement Agent:

________________________

Bid Submittal:
Bids must be submitted no later than the Bid Date and Bid Time to:


Name:__________________________________


Phone:__________________________________


Fax:____________________________________

Awarding of the 

Investment Agreement:
The Investment Agreement will be awarded to the bidder that provides the highest fixed interest rate that results in the lowest net cost after taking into account the pricing discount applicable to such bidder.  Notice of the award will be given to the successful bidder within one hour after the receipt of bids.  Notice of the Borrower's election of Option "A" or Option "B" will be given to the successful bidder by the close of business on the day of award.


The Borrower reserves the right to reject any and all bids, to waive any irregularity or informality with respect to any bid, and to reschedule the bidding process.  Any conditions or additional provisions to a bid must be explicitly stated before the bid is made. If no conditions or additional provisions are stated, the bid shall be limited to the conditions set forth in this term sheet.


Once awarded, settlement on the Investment Agreement will be subject to the successful closing of the Rate Lock Loan and the successful negotiation of the proposed Investment Agreement and required  opinions of counsel.  The Rate Lock Loan is expected to close on or before the Deposit Date.  If the Rate Lock Loan fails to close for any reason, or if an Investment Agreement and opinions of counsel acceptable to all parties cannot be successfully negotiated, the Investment Agreement Provider will have no recourse against the Borrower, any of the Parties, or any employees or agents of the Parties for any expenses incurred or damages sustained.


The proposed Investment Agreement must be delivered to counsel for all Parties not later than noon Eastern Time, two days after the bid.  Executed final documents must be delivered no later than three days before the Deposit Date, unless otherwise provided in this Request for Bids.

Acceptance of 

Fannie Mae's Security

Interest in the 

By submitting a bid for the Investment Agreement, the successful Investment Agreement:
bidder  will  have  agreed  to  insert  the  following  into the Investment 



Agreement as a separate provision:


"[Investment Agreement Provider] understands that [defined term for DUS Lender] has pledged and granted a lien in all of its right, title and interest in this Agreement to Fannie Mae as security for the obligations of [defined term for DUS Lender] to Fannie Mae pursuant to the Forward Commitment with Rate Lock Loan and Security Agreement ("Commitment") issued by Fannie Mae on [date of execution of Commitment by Fannie Mae] and accepted by [defined term for DUS Lender] on [Commitment Date] and the Rate Lock Loan (as that term is defined in the Commitment) made by Fannie Mae to the [defined term for DUS Lender] pursuant to the Commitment.  Notwithstanding anything else in this Agreement to the contrary, [Investment Agreement Provider] agrees as follows:


"(a)
[defined term for DUS Lender] may assign this Agreement to Fannie Mae;


"(b)
to accept approvals, consents and other directions to be given under this Agreement from Fannie Mae only and not from [defined term for DUS Lender];


"(c)
to pay and remit principal of, and interest on, this Agreement, and any other amounts that may be payable from time to time under or pursuant to this Agreement to the order of Fannie Mae only and not to [defined term for DUS Lender], unless Fannie Mae otherwise directs in writing for each such instance;


"(d)
to make appropriate entries into its books and records so as to properly reflect the assignment to, and the interests of, Fannie Mae in this Agreement and the limitations upon the rights of [defined term for DUS Lender] in this Agreement;


"(e)
not to amend, supplement, terminate, cancel, extend or otherwise change this Agreement without the prior written approval of Fannie Mae; and


"(f)
to further acknowledge its acceptance of the assignment of this Agreement and the agreements made by it in this Section.


"Nothing in this Section shall make [Investment Agreement Provider] liable for any of the obligations of [defined term for DUS Lender] under, or shall be deemed to constitute an assumption of the liabilities of [defined term for DUS Lender] pursuant to, the Commitment or the Rate Lock Loan made pursuant to the Commitment.


"For so long as any principal of, or interest on, the Rate Lock Loan remains outstanding, [Investment Agreement Provider] waives and relinquishes any security interest, judgment lien, lien of attachment, right of setoff, counterclaim, banker's lien or lien for services performed or goods supplied that it may have, now or hereafter, against any liability of Borrower under this Agreement. [Investment Agreement Provider] does not have any knowledge that this Agreement is subject to any encumbrance, lien or security interest in favor of anyone other than Fannie Mae.  If [Investment Agreement Provider] obtains any knowledge that anyone, other than Fannie Mae, asserts any encumbrance, lien or security interest in this Agreement, it shall give prompt written notice thereof to Fannie Mae."

Thank you very much for your interest in this transaction.

Forward Commitment with Rate Lock


05/01

Request for Bids on Investment Agreement


Form 4559

[Name of Project]
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