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FNMA SMALL APARTMENT LOAN THE PROCESS�
 

Evanston, IL Kendall Realty Advisors  (847) 903-7578 

 - The underwriting of these loans is also a bit different than most other small multifamily Underwriting
loans. The income and expense analysis is straightforward. We look at the current rent roll, add in 
miscellaneous income and apply a vacancy rate to get an underwritten effective gross income (EGI). The 
estimated EGI will be compared to historical collections in some cases we will need a trailing 12 month 
statement to show collections for the last 3, 6, 9 or 12 months and the trend. Expenses are underwritten 
based on the last full year's expenses and the appraiser estimate for the property. A replacement 
reserve figure is underwritten based on the engineer's estimate of replacement over the life of the loan. 
This is typically $250-$300 per unit per year, but can be higher on older properties and is often the 
number most understated at preliminary underwriting. In addition to the transaction costs on these 
loans you will have to pay for title, possibly a current survey and your own legal. 

The borrower and borrowing principals are also carefully underwritten by the lender. FNMA is looking 
for borrowers with FICO scores over 680 (over 700 is better). Typically they want to see borrower's with 
a net worth greater than the loan amount and liquidity greater than nine months of loan payments 
(principal and interest). Lenders will verify liquidity by requesting bank statements and will only consider 
liquidity they verify as legitimate. The other borrower item underwritten is their total real estate 
schedule. The lender will require a real estate schedule listing all properties, their current loans and 
current income and expense. The borrowers' cash flow should be positive with no properties with 
significant negative cash flow or too much ballooning debt. 

Why this loan?  

1. Great Historically Low Fixed Rates. Most of these loans are for 10 years with the rate fixed for 
 the term of the loan. 

2. High loan to value, typically 75 % to 80% LTV. 

3.  Non-recourse. Banks are almost always recourse lenders. 

 

 

 ,  Scott Kendall CEO

kendallrealty@gmail.com 

(847) 903-7578 

 

 

 

 


