
RIDER TO MULTIFAMILY LOAN AND SECURITY AGREEMENT

LEASE-UP TRANSACTION 
NO CREDIT ENHANCEMENT REQUIRED
(Revised 9-25-2015)

[MAKE ALL SELECTIONS AND COMPLETE ALL BLANKS ACCORDING TO THE INSTRUCTIONS IN THE COMMITMENT/ERLA]
The following changes are made to the Loan Agreement which precedes this Rider:

A.
Section 6.07(b)(i) is deleted and replaced with the following:
(i)
Within 15 days after the end of each calendar month prior to Stabilization (unless Securitization has already occurred), 25 days after the end of each calendar quarter after Stabilization and prior to Securitization, and within 35 days after each calendar quarter after Securitization, each of the following:
(A)
A Rent Schedule dated no earlier than the date that is 5 days prior to the end of such quarter, or month, as applicable.
(B)
A statement of income and expenses for Borrower’s operation of the Mortgaged Property that is either of the following:
(1)
For the 12 month period ending on the last day of such quarter, or month, as applicable.

(2)
If at the end of such quarter, or month, as applicable, Borrower or any Affiliate of Borrower has owned the Mortgaged Property for less than 12 months, for the period commencing with the acquisition of the Mortgaged Property by Borrower or its Affiliate, and ending on the last day of such quarter, or month, as applicable.
(C)
When requested by Lender, a balance sheet showing all assets and liabilities of Borrower relating to the Mortgaged Property as of the end of that fiscal quarter, or month, as applicable.
B.
Section 6.43 is deleted and replaced with the following:
6.43
Stabilization.
(a)
If Borrower desires that Lender determine whether Stabilization has occurred in connection with a proposed Transfer pursuant to Section 7.05(a), Borrower must make a written request at least 30 days before the date of such Transfer. Such request must be in writing and be accompanied by such information as Lender may require to determine whether Stabilization has occurred (to the extent not previously provided).
(b)
For the purposes of this Loan Agreement, “Stabilization” means that Lender has determined that each of the following requirements has been satisfied in each of the 3 consecutive months preceding the date of such determination:

(i)
The NOI (as defined below) of the Mortgaged Property supports a debt coverage ratio of no less than ____:1.00, as determined by Lender. The calculation of the debt coverage ratio will be based on a ___-year amortization schedule [INCLUDE THE FOLLOWING IF A FLOATING RATE LOAN: and an annual interest rate of ________%,]. (“Minimum DCR Requirement”).
(ii)
The NRI (as defined below) equals at least $__________, based on trailing 1-month (T-1) collections (“Minimum NRI Requirement”).
(iii)
No less than ___% of the residential units at the Mortgaged Property have been leased pursuant to Leases that:
(A)
Are with tenants that are not Affiliates of Borrower or Guarantor (except as otherwise expressly agreed by Lender in writing).
(B)
Are on arms’ length terms and conditions.
(C)
Otherwise satisfy the requirements of the Loan Documents. (“Minimum Occupancy Requirement”).

(c)
For the purposes of this Loan Agreement, the following terms will have the meanings set forth below:
“Acceptable Other Income” means any income actually collected by Borrower, other than Gross Potential Rent, from all of the following:

(i)
Laundry.

(ii)
Vending.

(iii)
Cable.

(iv)
Utility reimbursements from tenants.

(v)
Short term Lease premiums (up to a maximum of 5% of the units in the Mortgaged Property, net of any prepaid revenues).

(vi)
Parking (net of any prepaid revenues).

(vii)
Income from commercial units.

(viii)
Any other type of income actually collected by Borrower from the Mortgaged Property that is acceptable to and approved by Lender in Lender’s Discretion, specifically excluding interest income. Pet income may be included at Lender’s Discretion.

“Actual Fixed Expenses” means: (i) Taxes for the Mortgaged Property, (ii) Insurance premiums, (iii) the annualized amount of operating expenses (including the Management Fee) for each full calendar month following the date that the Minimum Occupancy Requirement is satisfied, and (iv) the annualized amount of the monthly Replacement Reserve Deposit (even if such deposit is deferred). Capital expenditures are specifically excluded from this definition.

“Bad Debt” means that portion of Gross Potential Rent which is assumed not to be collected by Borrower due to tenant non-payment.
“Concessions” means: (i) rental abatements, (ii) “free” rent, (iii) inducements, and (iv) other incentives.

“Effective Gross Income” means the positive annualized amount of the Gross Potential Rent, net of the Concessions, subject to the Vacancy Rate, minus Bad Debt, plus the Acceptable Other Income.
“Expenses” means the greater of: (i) the annualized Actual Fixed Expenses for the Mortgaged Property, or (ii) the Underwritten Expenses.

“Gross Potential Rent” means the sum of:  (i) monthly rents actually collected from tenants under residential Leases identified in each of the most current rent rolls, and (ii) achievable monthly rents attributable to residential vacant units, calculated at market rents, as determined by Lender in Lender's Discretion. (Market rents attributable to employee and model units may be included in the calculation of Gross Potential Rent if they are also included in operating expenses.)

“Management Fee” means the Property Manager’s contractual management fee at the time of the applicable calculation.
“NOI” means the positive, annualized amount by which Effective Gross Income exceeds Expenses.
“NRI” means Gross Potential Rents, net of Concessions, subject to the Vacancy Rate, minus Bad Debt, plus short term Lease premiums (up to a maximum of 5% of the units in the Mortgaged Property, net of any prepaid revenues).

“Underwritten Expenses” means $_________, which includes the Underwritten Management Fee. 

“Underwritten Management Fee” means a fee equal to __% of Effective Gross Income. 
“Vacancy Rate” means the greater of:  (i) actual vacancy, (ii) 5%, if the Mortgaged Property has 30 or more units, or 10%, if the Mortgaged Property has fewer than 30 units, or (iii) the vacancy for the submarket of the Mortgaged Property, as determined by Lender. Units occupied by employees and model units will be deemed occupied for purposes of calculating the Vacancy Rate.
C.
Section 7.05(a)(xv) is deleted and replaced with the following:
(xv)
Either (i) Securitization has occurred, or (ii) Stabilization has occurred.

D.
The following definitions are added to Article XII:
“Minimum DCR Requirement” is defined in Section 6.43.
“Minimum NRI Requirement” is defined in Section 6.43.
“Minimum Occupancy Requirement” is defined in Section 6.43.
“Stabilization” is defined in Section 6.43.
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