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A Working Example

Forwards
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▪ With a Forward Commitment, Freddie Mac 

commits to locking the interest rate for the 

permanent mortgage and the Seller agrees 

to deliver a permanent mortgage when the 

project is complete and has met the 

conditions for conversion

▪ Forwards can be for 9%,TEL, Bond Credit 

Enhancements or certain non-LIHTC 

deals. (Preservation Rehabilitations involve 

rehab, but are done as immediates)  

Definition of Forwards
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▪ If the supportable proceeds at the time of 

conversion are different from the loan commitment, 

Freddie Mac does not change pricing as long as 

the proceeds are within +5% / -10% on all tax-

exempt deals and taxable deals 

▪ Freddie Mac is much more flexible than our chief 

competitor in this regard, and as a result we 

convert a higher percentage of deals than they do 

(and even end up with some of their deals that fail 

to convert)

Pricing
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▪ If at the time of conversion, the deal supports 

proceeds of greater than 105% of commitment 

proceeds, Freddie Mac Underwriting, in its sole 

discretion, can agree to lend more money. This 

will require a new appraisal which supports the 

higher requested proceeds

▪ We will blend the original rate with the 

maximum of original spread or the current 

spread plus the current index. Either way, the 

blended rate will still be attractive. There will be 

an additional adder going from Tax-Exempt to 

Taxable

Pricing, continued

TAH Seller Workshop - Behind the Underwriting Curtain 6



©  Freddie Mac

▪ If a loan is delivered that is not within 90% of 
proceeds, the Borrower is subject to breakage 
fees (costs derived from hedging, legal and other 
costs)

▪ The borrower is responsible for breakage fees of 
up to 2% on 9% and TEL deals; and no 
breakage fees on Bond Credit Enhancement 
deals

▪ Freddie Mac would also keep the forward 
commitment fee if the loan is not delivered for 
any reason by the mandatory delivery date or, in 
a Bond Credit Enhancement, the loan fails to 
convert.  For 9% and non-LIHTC forward deals, 
any Delivery Assurance Fee that is collected will 
be credited toward any breakage fees

Breakage
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▪ Extension fees (to extend the commitment if the deal 

has not yet stabilized) are free for the first six 

months for 9% and Bond Credit Enhancement deals, 

and a fee at our discretion for a second extension, if 

granted

▪ If there is uncertainty on time needed to complete 

and stabilize, we would recommend erring on the 

side of taking a longer forward period as the yield 

curve is flat, and longer forward periods are 

relatively cheap

Extension Fees
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▪ PLIMs & Other Analyses 

» Submitted at forward UW

» Updated as necessary at conversion

» Upload to DMS and email directly to counsel

▪ Title and Survey

» Review and highlight any potential issues in the PLIM at forward UW 

– Freddie Mac legal will not review and approve title and/or survey generally at 

this time

» Full title and survey review required at conversion

– Approval by Freddie Mac legal prior to conversion

Legal Review
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▪ Subordinate Loans

» Subordination agreement should be agreed upon at forward UW

▪ TELs and Bond Credit Enhancements

» Conversion requires third party opinions and, possibly, amendments to 

TEL/Bond Credit Enhancement documents

» For TELs, Seller/Servicer is responsible for updating the amortization schedule 

at conversion (if necessary) and, together with joint counsel, ensuring the TEL 

documents are updated accordingly

▪ Practice Tip

» Engage legal counsel (including joint counsel if a TEL conversion) early in the 

conversion process

Legal Review, continued
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▪ Which LST to Use?

» LST Version 2.8

» Use As is Proforma

Forwards: Filling Out the LST

TAH Seller Workshop - Behind the Underwriting Curtain 11



©  Freddie Mac

▪ Vacancy

» The greater of market vacancy or 

5%

▪ GPR

» Appraiser’s calculation of 

achievable maximum LIHTC rents 

(based on today’s AMI)

» HAP Contract 

» Borrower’s estimation of rents*** 

Forwards: GPR and Vacancy

***Assuming less than HAP contract and/or appraiser’s calculation of max LIHTC 

rents
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▪ Taxes 

» Appraiser or Borrower’s Budget

▪ Insurance

» Borrower’s Budget

Forwards: Taxes and Insurance
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▪ Utilities and Repair and Maintenance

» Higher of the Borrower’s Budget or the Appraiser’s estimate

» It’s just a starting point!  From there we… THINK

Forwards: Utilities and R&M
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▪ Management Fee

» Third Party Management Company

▪ Actual in-place fee based on Management Agreement

» Borrower Affiliated Management Company

▪ Market management fee as determined by the Appraiser

Forwards: Management Fee
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▪ Appraiser’s Estimate

» Payroll = $1,600/unit

» G&A = $508/unit

▪ Borrower’s Budget

» Payroll = $1,900/unit

» G&A = $209/unit

Borrower’s Budget and Appraisal Estimate
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▪ Payroll

» Borrower’s Budget

▪ G&A

» Higher of Appraiser’s estimate or Borrower’s Budget

Forwards: Payroll and G&A
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▪ Three items not mentioned 

» Other Income  = Appraiser’s Estimate

» Replacement Reserves = Greater of $250/unit/year or PNA $/unit/year

– RR can be affected and/or increased by the following:

▪ Operating Agreement or LPA

▪ Regulatory Agreement 

» Miscellaneous Expense

▪ Fiscal Agent Fee

▪ Governmental Lender Fee

▪ Rebate Analyst Fee

▪ Monitoring Compliance

▪ Subordinate Lender Misc. Fees

Forwards: Other Proforma Items
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▪ Total expenses (plus reserves) ≥ Appraiser’s estimate

» If not, supportable explanation

Forwards: Total Expense Analysis
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A Working Example

Conversions
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Conversion Timeline

Conversion 
Package 

Submission

FM Conversion 
Acceptance Letter 

Seller Conversion 
Notice to FM

Conversion 

(On or before Forward 
Maturity Date)

10 Days – Tax Exempt

• Seller’s Counsel (BCE)/Joint/FM counsel 

(TEL) prepares escrow instructions, 

collateral release documents, etc.

• Trustee gives notice to bondholders 

(unfunded forward BCE only)

• FM confirms payoff amount (funded 

forwards BCE only) and retrieves LOCs 

or other non-cash collateral

• FM reviews, executes, & mails escrow 

document package

45 Days

• FM re-underwrites deal, reviews construction 

documents, and confirms all conversion 

conditions are met

• Conversion Acceptance Letter prepared by FM 

UW (cash), joint counsel (TEL), or FM counsel 

(bond)

• Seller reviews and comments on draft CAL

• FM issues executed CAL to Seller

15 Days – Cash

• Seller’s counsel prepares escrow 

instructions, collateral release 

documents, etc.

• FM confirms payoff amount (funded 

forwards only) and retrieves LOCs or 

other non-cash collateral

• FM reviews, executes, & mails escrow 

document package
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▪ Which LST should you use for a conversion? 

» 1.8 OR 2.8

– Depends on which Version was used at Forward Stage

– LST 1.8 used for Forward =  Use LST 1.8 for Conversion

– LST 2.8 used for Forward = Use LST 2.8 for Conversion

Conversions: Filling Out the LST

LST

1.X
LST

1.8

LST

2.8
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▪ Property

▪ Tax abatement

▪ CF footnotes

▪ Borrower

▪ Org chart

▪ Appraisal

▪ Sales Comps

▪ Rent Comps

▪ Third party

▪ Market 

▪ Maps

▪ Input sheet

▪ TAH & bonds

▪ Addendum G

▪ Construction

▪ Exception requests

▪ Rent Roll/Commercial Rent Roll

▪ I & E

▪ Collections

▪ FMAC brief Part A

▪ Loan

▪ Strengths and weaknesses

Conversions: Filling out the LST 1.8
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▪ Forward Underwriting should be spread

▪ YTD (T-3, T-4, etc.) should be spread

▪ YTD Annualized will automatically be created in T-12 Column

▪ Borrower’s Budget and Appraiser’s Proforma* should be spread.

Conversions: Filling out the LST 1.8, continued
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▪ Use As-Stabilized Proforma

▪ Forward Underwriting should be spread

▪ YTD (T-3, T-4, etc.) should be spread

▪ YTD Annualized will automatically be created in T-12 Column

▪ Borrower’s Budget and Appraiser’s Proforma* should be spread

Conversions: Filling out the LST 2.8
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▪ GPR

» Lower of in place, max LIHTC, HAP Contract or market rents

▪ Vacancy

» The greater of actual physical vacancy or 5%

Conversions: GPR and Vacancy
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▪ Taxes 

» Appraiser OR actual tax bill, if available

▪ Insurance

» Actual insurance premium

Conversions: Taxes and Insurance
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▪ Utilities and Repair and Maintenance

» Higher of the T-3 annualized (adjusted for seasonality) or forward underwriting

Conversions: Utilities and R&M
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▪ Management Fee

» Third Party Management Company

▪ Actual in-place fee based on Management Agreement

» Borrower Affiliated Management Company

▪ Market management fee as determined by the Appraiser

Conversions: Management Fee

TAH Seller Workshop - Behind the Underwriting Curtain 30



©  Freddie Mac

▪ Payroll

» Actual Payroll Expense 

▪ G&A

» Higher of the T-3 annualized or forward underwriting

Conversions: Payroll and G&A
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▪ Three items not mentioned 

» Other Income  = T-3 annualized

» Replacement Reserves = Greater of $250/unit/year or PNA $/unit/year

– RR can be affected and/or increased by the following:

▪ Operating Agreement or LPA

▪ Regulatory Agreement 

» Miscellaneous Expense 

▪ Fiscal Agent Fee

▪ Governmental Lender Fee

▪ Rebate Analyst Fee

▪ Monitoring Compliance

▪ Subordinate Lender Misc. Fees

Conversions: Other Proforma Items
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▪ Total expenses (plus reserves) ≥ Forward Underwriting

» If not, supportable explanation

Conversions: Total Expense Analysis
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