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Are these projections competently prepared and are they realistic? This document or set of documents
confirms the age of the structure, any major repairs needed, the condition of the foundation and any
recommendations for adjustments to the structure. First up is the maximum loan amount based on the DSCR
approach. The guarantors must have good credit and are required to provide income documentation. Photo
Credits. If you would like to reprint this article for use on a commercial website, please contact Crefcoa for
more information. What are the credit scores and have there been prior defaults? A bank or other lender will
generally want to analyze the finances of a business along with the reasons for the requested borrowing.
Determine the borrower's creditworthiness. Net Operating Income NOI The first step in commercial real estate
loan underwriting is determining the appropriate net operating income. The numbers speak for themselves.
These events do not occur annually, but must be budgeted. Learn more about our editorial process and how we
make money here. Loan to Value Ratio LTV The loan to value ratio is simply the ratio of the total loan
amount borrowed in relation to the value of the property. How big of a loan can you get for your property? If
they are not qualified, they will have basic thresholds they can work towards to have a better chance of
qualifying with better rates and terms. And you know human natureâ€”that could make things sometimes long
and arbitrary for both the lender and the borrower. Use the debt coverage ratio, or DCR, to verify proper
coverage. Review the appraisal s for accuracy and fairness. They want to make sure you have enough in assets
â€” usually equipment or property â€” to cover the cost of the loan in the event that you default. This article
originally appeared in the December print edition of National Mortgage Professional Magazine. Lenders
depend more on specific criteria to evaluate potential credit risks. The history of the business and the
projections for the future will be used by the underwriter for this analysis. What a commercial lender will do is
subject to their appetite and the quality of the buyer and the property. Repair allowances cover unforeseen
expenses and building repair for non-regular events such as a new roof or new boiler. The lenders will look to
the business assets generated by the loan or other business assets. This understanding will also help facilitate
the lending process and make it easier and more efficient for both the borrower and lender. Lenders typically
look for a ratio of more than 1. The borrower will typically submit a rent roll and a proforma, but the lender
will almost always construct their own proforma for loan underwriting purposes, which may result in a
different NOI calculation. How long does it take for an underwriter to approve a non-SBA loan? The lower the
cap rate, the higher the value. Other ratios are also important to underwriting. But if you have this info on
hand, your application can be completed and lenders can begin to formulate offers in as few as two to three
days. Lenders want to see an active business account. He is an industry veteran with more than 30 years of
mortgage lending experience, and is also a founding member of the InterCapital Group, a nationwide alliance
of commercial mortgage professionals. Has the lender made loans previously to this borrower? For example if
unsold inventory is over 60 days, auto manufacturers stop producing cars and start laying off production
workers.


