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Preparing for financing readiness
January 09, 2008 - Financial Digest

While the capital markets remain in flux and all lenders are deciding what they "want" and "where"
they want to be in the financing market, there is a great opportunity for borrowers to use time and
energy both of their own and of others to good advantage. Enough time has now passed to enable
those in the commercial real estate industry to begin to adapt to the concept of its changeableness.
With the treasury bill index changing significantly from day to day and the sanctity and validity of
loan quotes being so short term, the one thing that a borrower can do to advance a financing
project, in such a time sensitive environment as financing , is to engage, and have prepared 'in
draft' form, all third party due diligence reports. With these reports ready for finalization, once an
acceptable and motivating quote is received, the Borrower can advance quickly to move forward and
execute a lock with the intent of closing rapidly.

The third party reports which can be readied are, MAI Appraisal that is prepared in accordance with
FIRREA requirements; Phase | Environmental Report; Structural Engineering Report and ALTA
survey.

Most of these reports will not become stale for a number of months after being written, so the
preparation of them represents a good value in terms of time saved and readiness for an
expeditious closing. There is an added advantage being that with so much less volume right now,
those doing these reports are more able to shorten time to completion and some are able to do
them less expensively.

A secondary consideration to be weighed relative to the preparation of an appraisal is that there is
some upward pressure on various capitalization rates, in certain property and market sectors and
the sooner an appraisal is performed, the lesser that impact may be. Also, the suggestion here is
that the MAI appraisal be issued 'in draft' so that if there are changes in leasing, income, etc. they
can be addressed immediately prior to final form. Finally, an appraisal, done in anticipation of a
formal financing quote, will provide the borrower, the mortgage broker and the lender with a
definitive loan to value number, giving the lender a precise percentage on which the quote and the
spread associated with it can be formulated.

The ordering and early preparation of a Phase | Environmental Audit, as well as that of the
Structural Engineering Report ,will provide the borrower with a look ahead at any potential issues or
conditions that might need to be discussed, evaluated, addressed, and/or corrected prior to closing
and therefore give an advance time for cure.

Sometimes one of the longest lead time items for closing is the ALTA survey. Putting the wheels
into motion to secure the survey can be a definite advantage to a borrower seeking a timely closing.
The Lender working on a financing for which all reports are prepared will have added confidence
and assurance that efforts made to move forward on a quote and deal with be fruitful and the
borrower will be motivated to close.



The suggested discipline of early preparation by the ordering of third party due diligence items, will
enable a borrower to avail him/herself of the opportunity to move quickly and take advantage of
what positives may be there in the financing market for the borrower with the foresight to be
prepared.
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