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Table 1: Loan Terms

Original balance $100 million

Interest rate 5.0%

Type Balloon

Amortization 30 years

Start date Jan. 1, 2003

Maturity date Dec. 1, 2012

Prepayment at par window 3 months

Prepayment or defeasance date May 1, 2008

Table 2: Defeasance and Yield Maintenance Terms

DEFEASANCE YIELD MAINTENANCE

FAVORABLE UNFAVORABLE FAVORABLE UNFAVORABLE

Permitted to use agency 

securities as defeasance 

collateral

Must use U.S. Treasuries 

as defeasance collateral

Treasury rate is not 

decompounded to a monthly 

rate 

Treasury rate is decompounded to a 

monthly rate

Permitted to purchase 

defeasance collateral that 

makes payments through 

any payment date within the 

prepayment window

Must purchase defeasance 

collateral that will make 

payments through the 

maturity date

Yield maintenance payments 

are calculated to the 

prepayment date instead of the 

maturity date with a minimum 

1 percent penalty

Yield maintenance payments are 

calculated to the maturity date with 

a minimum 3 percent penalty
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Exit Strategies to 

Consider at Origination
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