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How to Craft an Effective Commercial Loan Write-Up

l. Introduction: The “Credit Memorandum” aka

A. Loan Write-Up

B. Loan Presentation

C. Credit Report

D. Credit Approval Document

E. Standard Credit Memorandum
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Polling Question # 1:

Which of the following is the most common “title” for a credit
memorandum?

A. Loan Write-Up
B. Loan Presentation
C. Credit Report

D. Credit Approval Document
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Il. Credit Memorandum:

A. Types/ Styles:

1. “Term Paper”

2. “Box” Approach

3. Combination

B. Length

Can the length of the credit memorandum lower or mitigate

the risk?

C. Content vs. Technical Writing



S e N /

lll. Credit Memorandum: Necessary Components

A. Many and Varied!
B. Format:

1. Front Page: Contact and relationship information

2. The Request (Structure-Terms, Pricing, Conditions, etc.)

3. Financial Analysis: Key Ratios, Cash Flows, Collateral
Assessment

4. Management Assessment (Marketing, Financing, Management)

5. Risk Assessment (Mitigation of Risk) (Summary, Conclusion)
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IV. Financial Analysis Section of the Credit Memorandum:

“Five” Key Ratios

A. Liquidity: Working Capital, Current Ratio, Quick (Acid Test) Ratio

B. Activity: A/R, A/P, and Inventory Turnover

C. Leverage: Debt/Equity Ratio

D. Operating Performance: Common-Size the Income Statement

E. Cash Flow: EBITDA Business Cash, Personal Cash Flow, and
“Global” Cash Flow
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Polling Question # 2:

LALOC stands for:

A.

Liquidity, Activity, Leverage, Operating Performance, and
Credit Analysis

. Liquidity, Activity, Leverage, Operating Performance, and

Cash Flow

. Liquidity, Activity, Leverage, Operating Performance, and

Cash Conversion Cycle

. Liquidity, Activity, Leverage, Operating Performance, and

Current Ratio
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V. The “Altman” Z-Score (Bankruptcy Predictor)

A. A Bankruptcy Predictor: But it is only a predictor!

B. Historical Background

Developed in late 1960°s by NYU Professor Edward Altman, hence
sometimes referred to as the “Altman” Z-Score

C. Why the “Altman” Z-Score?

Key Ratio Analysis: The ratios are unique and often tell a different
story about a firm’s financial health. At times, they even appear to
contradict each other
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V. The “Altman” Z-Score (Bankruptcy Predictor) Model (Continued):

Combines “Five” Key Ratios Into A Single Score

The Z-score Formula:

Here is the formula (for manufacturing firms), which is built out of the
five weighted financial ratios:

Z-Score =1.2A +1.4B + 3.3C + 0.6D + 1.0E
Where:
A = Working Capital/Total Assets
B = Retained Earnings/Total Assets

C = Earnings Before Interest & Tax/Total Assets

D = Market (Book) Value of Equity/Total Liabilities

10
E = Sales/Total Assets
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V. Z-Score (Bankruptcy Predictor) Model (Continued):

Bankruptcy
Characteristics: 0-1.80
Gray Zone: 1.81-3.00

Non-Bankruptcy
Characteristics: Over 3.00

11
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VI. Assessment of Company’s Strategic Plan-i.e. Assessing the Risk of

—Management’s Ability to Lead and Guide the Company

A. Marketing:

1. The Target Market: The focus of the company’s marketing efforts!

2. The Marketing Mix: (The Four Ps of Marketing):

a. Product

b. Place

c. Price

d. Promotion (Advertising/Personal Selling)

3. Life Cycle: Birth, Growth, Maturity, Decline, Re-Birth

4. Market Continuum:

Perfect Monopolistic  Oligopoly Pure
Competition Competition Monopoly

12



Polling Question # 3:

The Four Ps of Marketing consists of:

A. Product, Place, Price, Promotion

B. Product, Place, Price, Promotional

C. Product, Place, Price, Personal Selling

D. Product, Place, Price, Productivity

13
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VI. Assessment of Company’s Strateqic Plan i.e. Assessing the Risk
of Management’s Ability to Lead and Guide the Company (Continued):

B. Financing:

1. Accounting System

2. Taxes

3. Bank/ Trade Credit Relationships

C. Management:

1. People and Processes

2. Succession Plan
14
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VIl. Risk Assessment (Mitigation of Risk) (Summary, Conclusion)

A. Strengths/ Weaknesses

B. Underwriting Summary

C. SWOT Model (Strengths, Weaknesses, Opportunities, Threats)

1D
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VIIl. Examples of Credit Memorandums:

A. Exhibit # 1 (Business, Personal, Global, Projected Cash Flow)

B. Exhibit # 2 (Decision Scoring Matrix)

C. Exhibit # 3 (Detailed Loan Write-Up)

16
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IX. Using the Credit Memorandum in “Oral”’ Loan Presentations

Loan Committee Dynamics:

Clear, Concise, and Motivating Presentations

1. What are the Components of the Presentation?

Technical versus Management

2. Length of Presentation

3. Style of Presentation

4. Motivating the Audience

17
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X. Conclusion: How to Craft an Effective Commercial Loan Write-Up

A. Different Types/ Styles/ Length

B. Necessary Components-The Basics!

C. Financial Analysis vs. Management Analysis

D. Beyond the “Write-Up” i.e. What are we really trying to
communicate?

E. Loan Presentations: “Summarizing” the Loan Write-Up!

18
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Officer Initials

Directors' Loan Committee Approval
(date)

Prepared by:  {EESEER
LOAN REQUEST #1 Date: 09/01/15

Summary

Borrower Name & Address; ABC Company
John Doe
1234 Main St.

Podunk, OH 43210

Co-Borrower Name & Address:

Amount; $401,000

Term: 15 Years

Rate: 4.5% 1st5yrs. Then P + 1/2%
every 5 yrs w/ 4.5% floor

Charges: $250 + OOP

Purpose: Car wash equipment at gas station

Payment: P & | Monthly ($4,156)

Collateral: 1st mtg. on 10.25 acres on corner of US 66 & Rt. 100

Primary source of Repayment: Business Income

Secondary source of Repayment: Liquidation of Collateral

Palicy Exceptions; None

Grade: C-1 Satisfactory

Statement Date: 12131114



Officer Initial

Directors' Loan Committee Approval

(date)
Prepared by: R

LOAN REQUEST #2 Date: 00/01/15

Summary

Borrower Name & Address; ABC Company
John Doe
1234 Main St.

Podunk, OH 43210

Co-Borrower Name & Address:

Amount; $465,000

Term: 20 Years

Rate: 4.5% 1st & yrs. Then P + 1/2%
every 5 yrs w/ 4.5% floor

Charges: $250 + OOP

Purpose: Build car wash at gas station.

Payment: P & | Monthly ($2,942)

Collateral; 1st mtg. on 10.25 acres on comer of US 66 & Rt. 100

Primary source of Repayment: Business Income

Secondary source of Repayment: Liquidation of Collateral

Policy Exceptions: None

Grade: C-1 Satisfactory

Statement Date: 12131/14



Officer Initials il

(date)

Directors' Loan Committee Approval

Prepared by: D

LOAN REQUEST #3

Summary

Borrower Name & Address:

Co-Borrower Name & Address:

Amount:
Term:

Rate:

Charges:

Purpose:
Payment:
Collateral:

Primary source of Repayment;
Secondary source of Repayment:;
Policy Exceptions:

Grade:

Statement Date:

Date:

ABC Company
John Doe

1234 Main St.
Podunk, OH 43210

$100,000
12 Months

Prime Daily Float
4% floor

$250 + OOP

Operating LOC (Replacing OFBC ling)

Monthly Interest

ABA of ABC Company

Business Income
Liquidation of Collateral
None

C-1 Satisfactory

12131114




Business Financial Statement Review - Comments
Background:

ABC Company and John Doe have 3 loan requests. The first is $401k for car wash equipment from
Harrel's Car Wash Systems. The second request is for $465k for the construction cost to build the car
wash building next to the gas station. The car wash will be on a parcel that is free of leins and will be
used as collateral. This car wash will have 1 automatic wash and 3 self-service bays. The self-service
bays will be big enough to fit a semi tractor into. The third request is a $100k operating line of credit to
replace OFBC. The borrower did not make this request, but the lenders are trying to sever the
relationship with OFBC.

In 1938, ABC Company was originally established as a distributor of Texaco fuels and lubricants. John
Doe purchased the company in 1989 and has expanded the business to a larger demographic area, with
a goal of focusing on the customers' requirements and prompt, efficient service. Based in Podunk, OH
and servicing western Ohio, ABC Company is a distributor of fuels, as well as commercial and industrial
lubricants. They are a distributor for Idemitsu Lubricants America, Shell, Pennzoil, Wolf's Head,
Houghton, Tribology Tech-Lube, Camco and Global Lubricants. ABC specializes in bulk industrial, metal
working, automotive, commercial, agricultural and food industry lubricants.

ABC's full service Shell station is conveniently located on the east side of Tiffin at the northwest corner of
US Route 66 and State Route 100. They have a large, easily accessible focation that offers two easy-
access, well lit fueling areas including a separate island for gasoline customers and one for diesel and
truck patrons. The car wash will have unique, oversized self service bays that will be able to wash big
trucks and semi tractors. The self service bays will accept credit cards.

Balance Sheet Trends:

ABC had $962k in total assets at the end of 2014; slightly down from $985k in 2013. Current assets are $497k at
year-end 2014, down from $542k in 2013. Total liabilities at year-end 2014 were $556k; down from $687k in 2013,
Current liabilities at the end of 2014 were $139k; down from $174k in 2013. Equity increase from $299k in 2013 to
$406k in 2014. ABC's debt-to-worth ratio is 1.37.

Working capital for ABC Company is $357,292 and the current raio is 3.57.
John Doe has total assets of $2.6M. $1.5M of his asset base is John's ownership of ABC Company. John has $4k in

liquid assets. He also has $643k in total real estate. His total liabilities are $219k, of which 206k is a mortgage on his
personal residence in Podunk, OH.

Earnings Trends:

ABC's gross sales have been been very consistent over the last three years. 2014 sales were $9.26M: up from
$8.83M in 2013 and $8.96M in 2012.

The gross profit margin in 2014 was 12%, up slightly from 2013 at 11% and 2012 at 10%. Net profit margin in
2014 was 3%, up considerably from 2013 and 2012 at 1%.

Historic cash flow for ABC Company has been trending positive in the last three years. There was $103k net
available in 2014. In 2013 net available was $58k and in 2012 it was $5k. Projected cash flow for 2015 was ran
using multiple scenarios. With no income in 2015, but realizing all debt plus requested debt, there is $18k net
available for a DSC of 1.09. Projected 76% of anticipated income gives ABC $123k net availble, or a DSC of 1.61.
At 88% income the net available is $139k with a DSC of 1.69 and at 100% anticipated income the net available is

Closing conditions:

1. Insurance on all collateral with \GESSEEEEEN (isted as loss payee
2. Execute all required legal documents .
3. Annual financial statement and tax returns

TR



Tax Return & Internal Reports

John Doe ABC Company
Prepared 4121/2015 12/31/2014
Assets $2,601,458 $962,088
Liabilities $219,082 $556,150
Equity $2,382,376 $405,938
Debt to Worth 0.09 1.37
Current Outstanding (SENSESNEEE Debt
Current Available Maturity
Note No. Balance Credit Collateral Purpose Date
123456 $ 423627 | $ 376,373 |ABA of ABC Company Operating LOC A/1/2016
Total 3 423627 % 376,373
New Sutton Debt 5 966,000 Total Exposure $ 1,766,000

123456
12345

Total

Current Balance

$52,689
36,985

Use of New Loan Funds

Car wash equipment at gas station
Build car wash at gas station.
Operating LOC (Replacing OFBC line)

359,674

12 Month Average Balance

$0




Business Cash Flow Analysis
NAME: ABC Company

DATE: 9/1/2015
ANALYST RN
| Projected Projected Projected Projected
Tax Return Tax Return Tax Return & 0 Income 76% Income 88% Income  100% Income
2012 2013 2014 Bl 2015 2015 2015 2015
GROSS SALES $8,956,936 $8,833,790 $9,256,624 [
Net Income $56,295 $49,251 $208,020
Depreciation $63,848 $140,781 $43,194
Interest $50,217 528,897 $32,155 §
Income Before Adjustments $170,360 $219,829 $283,369 ‘ $0
Adjusiments: FIT ($6,480) ($2,790) ($64,37a)é§
Adjustments: Dividends $0 £0 50 $0
Adjusted Net Income $163,880 $217,139 $218,991 B8 $218,991 $324,128 $340,200 $358,321
Debt Payments:
OFBC Truck $11,712 $11,712 $11,712 $11,712 §11,712 $11,712
OFBC LOC $100K @ 5% $5,000 $5,000 $5,000 $0 $0 30 $0
Yard Card $3,019 $0 $0 $0 50 50
5/3 Bank $38,712 $0 $0 50 $0 $0
Ally $9,348 $9,348 & $0,348 $9,348 $9,348 59,348
Huntington  Pd. Off $0 50 Ik $0 %0 $0 $0
US Bank $25,440 $25,440 il $25,440 $25,440 $25,440 $25,440
First Citizens $64,464 $64,464 A $64,464 $64,464 $64,464 564,464
Proposed LOC $100K @ 5% '] $5,000 $5,000 $5,000 $5,000
Proposed Equip. $49,872 $49,872 $49,872 $49,872
Proposed Building $0 $0 #y  $35,292 $35,292 $35,292 §35,292
Total Debt $158,685 $158,695 $115,964 E% $201,128 $201,128 $201,128 $201,128
Net Available from Business f 55,785 | 58,444 ] || $163‘,'0‘2‘7‘|L§![| 517,863 [_5123,000] [ 180,002 [ 5157193 |
s
Debt Service Coverage 1.03 1.37 1.89 g 1.09 1.61 1.69 1.78




Personal Cash Flow Analysis
NAME: John Doe

Egp
-

DATE: 9/1/2015
ANALYST: Gl .
Credit Score: 781 Tax Return Tax Return Tax Return & Projected
2012 2013 2014 @ 2015
Wages $44,800 $45,600 $60,700 [
Interest Income $4,871 54,871 $4,871 it
Dividend Income $0 50 $0 [l
Schedule C Income $0 $6,186 $8,992 |
Interest $0 $0 $0 |
Depreciation 50 $0 50 l£
Schedule E Income $17,685 $17,955 $14,816 mj
Interest $0 $0 $0 Ll
Depreciation $1,619 $1,519 $708 %”—}%
Distributions $0 $0 30 E}m@
Income Before Adjustments $68,975 $76,131 $90,087 “ﬁﬁi
-
Adjustments: New Rental income !ﬂ%:l!
Adjustments: FIT ($3,536) ($5,308) ($12,165) B
Adjusted Nst Income $65,439 $70,823 $77,922 %ﬁﬁ $77,922
Debt Payments: é%i
Honda Fin. Auto $2,496 & ‘
Sheffield Fin. $1,884
Ally Fin. Auto $9,336 |
CC's $35/ Mo. $420 ¢
Sallie Mae $2,808 pe
OFBC Mtg. $15,204
-
Proposal $0 $0 Jilks
Total Debt $32,148 $32,148 $32,148 EE.%E $32,148
B
Personal Net Available I 50]| 533251 | _sesers) |[_ses.r7a hﬁgj $45,774 |
Personal Debt Service Coverage #DIV/01 2.04 2.20 _ %‘E 2.42
Ly
Family Living Adjustment | s10000f |  s10000] [ s10000] [ - $10,000]
Available after Family Living IL_ts1o000)) || 23201 [ s28675] | $35,774 |
Debt Coverage/Family Living 0.00 155 1.68 1.85




Global Cash Flow Analysis

DATE: 9/1/2015
ANALY ST -k Projecled Projecled Projected Projecled
Tex Retum Tax Return Tax Return 0 Income 76% Income 88% Income 100% tncome
Name: 2012 2013 2014 2015 2015 2015 2018
ABC Company $217,139 $218,991 $218,991 $218,991 $324,128 $340,200 §358,321
John Doe £65,438 $70,823 $77,522 $77,922 $77,922 $77,822 §77,922
Adjusted Net Income $262,578 §289,814 $296,913 | $296,913 $402,050 $418,122 §$436,243
Debt Pmts
ABC Company $158,685 $158,695 $115,964 §201,128 §201,128 $201,128 $201,128
John Doe $42,148 $42,148 $42,148 542,148 542,148 $42,148 $42,148
Debt Payments $200,843 $200,843 $158,112 §243,276 $243,276 $243,276 $243,276
Net Available I I I 881,735 | 88,971 [ $738,801 l l[ $53,637 " “ $158,774) ([ §174,B46 " ] $192,967
[k
Debt Service Coverage 141 1.44 1.22 1.65 172 1.78




Project Cash Flow Analysis

NAME: ABC Company
DATE: 9/1/2015

ANALYST: GRS
Projected Projected Projected Projected
Ll 64% Income 76% Income 88% Income  100% Income
' 2015 2015 2015 2015
GROSS SALES $134,010 $162,152 $184,264 $209,390
Variable Expenses $28,045 $34,180 $38,612 $43,820
Self Serve Variable Expenses $8,525 $10,315 $11,722 $13,320
Fixed Expenses $12,000 $12,520 $12,720 $12,920
Total Expenses $48,570 $57,015 $63,054 $70,060
Adjusted Net Income $85,440 $105,137 $121,210 $139,330
Debt Payments:
Proposed-equipment $49,872 $49,872 $49,872 $49,872
Proposed-building $35,292 $35,292 $35,292 $35,292
Total Debt $85,164 $85,164 $85,164 $85,164
Net Available from Business 276 || s10.073] || ss6.046] [ 854,166
Debt Service Coverage 1.00 1.23 1.42 1.64

Break Even



Collateral Analysis - Term

Gross % of Loan Other Non- Net Basis

Collateral Description Value Value Value SSB Lien Value  of Valuation
10.25 Acres at corner of 66 & 100 ‘ 80.00%]| $ - 3 - |To be appraised

$ - ) $ -

$ - $ - $

$ - $ - $ -

$ - $ $ -

$ - § - $ -

$ - § - § -

$ - $ $ -
Total $ $ -
Less: Total Aggregate Commitment $ 401,000
Collateral Cushion/(Deficit) $ (401,000)
Liguid Coverage Ratio 0.00

Collateral Analysis Comments
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GRS [ 02n Program

USDA Credit Memorandum

Edition V 2013.02 -- effecrive date February 14th 2013

Loan Name

. _select structure below
Loan Project Structure:

Workbook Prepared By: SR (Intcrmediary)

_select name below

ey
Tol - T Fax - R

Email:

Date Application Received:

o <el Lo
Minority Status: _select minority code below

Project Address:

Project City / State / Zip+: o

Population of Project City (most recent census):

Project County:

_select district below

;0 L

US Congressional District:




USE OF PROCEEDS

Proceeds from the From other loan. Borrower Total
COBMEEEES | programsorprivasz | Concributions to Project
WS, | sccror lenders the project Cost
$ 5 3 $

Start-Up Costs $0.00 $0.00 $0.00 $0.00
Working Capital $0.00 $0.0¢ $0.00 $0.00
Leaschold Improvements $0.00 $0.00 $0.00 $0.00
Purchase Commercial Real Estate $0.00 $0.08 $0.00 $0.00
Construction (not Leasehold Improvements) $0.00 $0.00 $0.00 $0.00
Buy / Install Furnijture & Fixtures $0.00 $0.00 $0.00 $0.00
Buy / Install / Repair Machinery & Equipment $0.00 50.03 . 50.00 $0.00
Purchase Inventory & Supplies $0.00 $0.08 $0.00 $0.00
Purchase an Existing Business $0.00 $0.08 $0.00 $0.00
Refinance Existing Business Loans $0.00 50.00 | $0.00 $0.00
Refinance Existing Business Credit Cards $0.00 $0.08 . $0.00 $0.00
Feasibility Seudies $0.00 $0.0D $0.00 $0.00
Training Costs $0.00 $50.0% $0.00 50.00
Other Business Purposes (please describe): $0.00 $0.00 $0.00 $0.00

TOTALS $0.00 $0.06 | $0.00 $0.00

, PROPOSED it
Total Loan ($) | $0.00 | Term (yrs) | 7 Amortization (yrs} | 7 Race | 6.00%
Estimated Annual Debr Service $0.00 Estimated Istonchly P+ I Payment $0.00

Describe / List Collateral Securing Loan:

If another financing source is being urilized to help with this project, please indicate conzacrinformarion for this lender along
with a rotal loan amount, term, amortization and interest rate associated with this financing project.

Lender #01 Name [ o e . 1
Address | ) » o ’ “Telephone # v
City Cry - State | : CO Zipl ‘ ) ‘
Officer || ) 1 - _ e E-mail . s
Tortal Loan ($) ' 5006 - Tcrm ‘ 7 - Amortization | “7 | Rate I 6.601’/6 ]

If the project involves the purchase, improvement or refinancing of commercial real estare, u, feasehold improvements to commer-
cial real estate, please provide the following information in connection with your primary property.

Addrcss e i mm e i
Ciry

o

o] B

Cry

Full Time Equivalent (FTE) job creation and retention staristics.

# of Jobs as at the time of application for 2 CREEERETRTE
Anticipated # of Jobs that will be saved by receiving - R
Anticipated # of NEW Jobs that will be created within two years of receivin RGN




OVERVIEW OF PROJECT

Overview

PROJECT ELIGIBILITY

DESCRIPTION OF PROJECT COLLATERAL

Business Assets
Commercial Real Estate
Personal Assets

Personal Real Estate

SOURCE OF EQUITY INJECTION




APPLICANT / APPLICANT BUSINESS (Operating Company)

Individual

Full Address

Namc of Applicant Business

Full Screet Address of Business

Number of Employces (incl. subsidiaries

Ciry Counrty State Zip ]
: : land affiliaces)
| .
Type of Business Dare Business Established 1Pre-Project Employment 0
) ) ] « 1obs 10 be Created 0
Bank of Business Account and Address Jobs 10 be Retained: 0
OWNERS / MANAGEMENT
(Proprietor, partners, officers, directors, all holders of outstanding stock ~100% of ownership must be shown.)
Name and Social Security Number %
Position/Title Complete Address Owned “Veteran Status “Gender
Veteran Yes No Male
0.00% Hyes, service-disabled?  Yes  No Female
Race: Amer. Indian or Alaska Native __ Asian . Black or African-Amcr.__ Native FHaw, or Pacihc Ilander _ White__ “Echnicicy: Hispanic or Latine_ Nort Hispanic or Latino __
Vereran Yes__ No___ Male
0.00% | tyes, service-disabledz  Yes _No— | Female _
Rave: Amer. Indian or AliskaNative __ Asian __ Black ur Afvican-Amen __ Native Haw, or Pacific Islander __ White __ *Echniciry: Figpanicor Latino__ Not Hispanic or Latino __
Vewran Yes _ No__ Male
0.00% || Hpes, scrvice-dissbled?  Yes_ No Female _
Race: Amer. Indian or Alaska Naive __ Asian __ Black or Aftican-Amer. __ Native Haw. or Pacific lslander __ White - *Echnicicy: Hiispanicor Lacino __ Not Hispanic or Latino __
Wereran Yee_ No__ Male
0.00% | tyes, service-disabled?  Yee  No_ Female __
Race: Amer. Indian or Aluska Native _ Asian __ Black or Afvican-Amer. __ Nartive Haw. or Pacific Islander __ Whire__ “Ethnicicy: Hhigpanic or Latino __ Nor Hispanic or Latino _
MANAGEMENT ABILITY
N
Current / Previous SBA or Other Federal Government Debt
Original Datcof Loan ors
Agency Loan # Borrower Loan § Application Status Balance Loss?




HISTORY OF APPLICANT BUSINESS / BUSINESSES

PERSONAL CREDIT:
) 50 30 $0 _select type
$0 $0 $0 | Experian
(2) _select type
(3) _select type
4 _select type
(5) _select type
(6) _select type
7 _select type
(8) _select type

Comments on Personal Credit:




SCHEDULE OF EXISTING DEBT AND OBLIGATIONS

LINE(S) OF CREDIT
or CREDIT CARDS Original Original Present Rateof | Mamricy Monthly Current/
PAYABLE TO Amount Date Balance Interest Date Payment Security Past Due
N/A 0.00 0.00 0.00% 0.00 l_SElECt
0.00% f_select
0.00% ‘ f_select
0.00% | _select
0.00% ‘ select
0.00% l__select
NOTE(S) or LOANS Original Original Present Ratcof | Maturicy Monthly Current/
PAYABLETO Amount Dare Balance Inrerest Dare Payment Security Past Due
N/A 0.00% _select
0.00% i _select :
0.00% {’ _select -
0.00% f _select
‘0.00% [ _select ‘
0.00% i _select ‘
0.00% i _select
0.00% L _select
0.00% _select ‘
0.00% _select
Total Present Balance = $0.00] Total Monthly = 0.00
Total Annual = $0.00

SCHEDULE OF ACCOUNTS RECEIVABLES AND PAYABLES

Must reconcile with figures on the latest balance sheer.

Aging
Under 30 days
30 to 59 days
60 to 89 days
90 to 119 days
120 days & over
Uncollectible

TOTALS

Accounts Receivable

Accounts Payable

Comments on Debr and Payables / Receivables:




AFFILIATES / POTENTIAL AFFILIATES (applies to EPC, any OCs and any individual borrowers):

. Account for ALL businesses (excluding publicly traded ones) in which a 20% owner or guarantor holds an ownershig interest.

. Account for ALL businesses for which any owner, officer, director, key employee or management entity has the power 1o exercise control, whether individually or through a
combined identity of interest (such as family members, individuals or firms with common investments or firms thar are economically dependent through contracrual or other
relationships).

. Account for ALL other pocentially affiliaced businesses consistent with CFR 121.103

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%
0.00%

0.00%

0.00%

Comments:

LOAN QUALIFICATION QUESTIONS:

Q: Has the applicant small business applied for and been denied financing assistance from a commercial lender or any other Federal,
state or local government financing programs?

Yes @ No O [If “No’, this applicaion is not eligible for the Colorado Main Streez Lean program]
Q: Has assite visit been completed ro assist with the process of environmental due diligence?

Yes O No O N/A @[If “Yes”, please reportr the date of the last site visit here and paste

a picture of the site location immediately below]




FINANCIAL SPREAD

= .- December 31st
as @[01/31/13 ] DEBIT CREDIT PRO FORMA
Assets
Cash 0.000 0.00 0.00 0.000
A/R 0.000 0.00 0.00 0.000
Inventory 0.000 0.00 0.00 0.000
Orther 0.000 0.00 0.00 0.000
Toral Current Assets $0.000 0.00 0.00 $0.000
Fixed Assets $0.000 0.00 0.00 $0.000
Other Assets $0.000 0.00 0.00 $0.000
TOTAL ASSETS $0.000 0.00 0.00 $0.000
Liabilities
A/P 0.000 0.00 0.00 0.000
Notes Payable ST 0.000 0.00 0.00 0.000
Taxes . 0.000 0.00 » 0.00 0.000
QOther : 0.000 . 0.00 0.00 0.000
SBA 0.000 0.00 0.00 0.000
Toral Current Liabilities $0.000 0.00 0.00 $0.000
Notes Payable LT 0.000 0.00 0.00 0.000
SBA 0.000 0.00 0.00 0.000
Orther 0.000 0.00 0.00 0.000
Total Liabilities $0.000 0.00 0.00 $0.000
Net Worth $0.000 0.00 0.00 $0.000
TOTALLIAB + NW $0.000 0.00 0.00 $0.000
RMA Averages
SBC High Medium Low
Proforma Debt/Net Worth Rario Q.00 0.00 0.00 0.00
Proforma Net Working Capital ¢ 50 50 $0
Proforma Current Rario DO 0.00 0.00 0.00

COMMENTS ON BALANCE SHEET

The following observations were noted:




FINANCIAL SPREAD

(continued)

Year -2

Year -3 Year -1 Interim Projection Yr 1 Projection Yr 2

Pcriodending: 12/31/10 12/31/11 12/31/12 01/31/13 12/31/13 12/31/14
Toral Revenue (ner) $0.000 $0.000 $0.000 SCLER0 $0.000 $0.000
COGS 0.000 0.000 0.000 QuRn0 0.000 0.000
Gross Profit = $0.000 $0.000 $0.000 S0 $0.000 $0.000
Officers Comp. 0.000 0.000 0.000 @Tn0 0.000 0.000
Wages 0.000 0.000 0.000 GO 0.000 0.000
Rent 0.000 0.000 0.000 G0 0.000 0.000
Depreciation 0.000 0.000 0.000 R0 0.000 0.000
Interest Expense 0.000 0.000 0.000 CuOs0 0.000 0.000
Other G&A Exp. 0.000 0.000 0.000 GO0 0.000 0.000
Total Expenses = 0.000 0.000 0.000 QoD 0.000 0.000
Orther Income 0.000 0.000 0.000 CLEBn 0.000 0.000
Orther Expenses 0.000 0.000 0.000 GRIDTO 0.000 0.000
Income (bcfore Tax) 0.000 0.000 0.000 Q0 0.000 0.000
Income Taxes 0.000 0.000 0.000 QLR 0.000 0.000
NETINCOME = 50.000 $0.000 $0.000 S@DED $0.000 $0.000

Year -3 Year-2 Year -1 Interimn Projection Yr 1 Projection Yr 2
Period ending: 12/31/10 12/31/11 12/31/12 01/31/33 12/31/13 12/31/14
Operational Cash $0.000 $0.000 $0.000 $0D0 $0.000 $0.000
+ Depreciation 0.000 0.000 0.000 Efelv] 0.000 0.000
+ Interest Expense 0.000 0.000 0.000 2000 0.000 0.000
+ Rent Savings 0.000 0.000 0.000 000 0.000 0.000
+ Other: | 0.000 0.000 0.000 ;MioRd 0.000 0.000
+Other: T 0.000 0.000 0.000 2.800 0.000 0.000
= Available Cash 50.000]| | s0.000[ [ $0.000]] Sm000] 50.000] || 50.000]
FOR IEDULE OF FIXED OBLIGATIONS

Year -3

Year -1

Year -2 Interizn Projection Yt 1 Projecrion Yr 2
- Pre-existing Debt 0.000 0.000 0.000 ROTD 0.000 0.000
- New Debr 0.000 0.000 0.000 X $0.00 $0.00
= Surplus / Deficic $0.000 $0.000 $0.000 SN0 $0.000 $0.000
Coverage Ratio 0.000 0.000 0.000 BO60 0.000 0.000

COMMENTS ON PROFIT & LOSS / CASH FLOW ANALYSIS

Historical, interim and projected financial statements were reviewed. The following observations were noted:




GLOBAL CASH FLOW ANALYSIS:

Step 1 for Global Cash Flow Analysis: Identify Personal Discretionary Income:

Personal Income (AGI) 50
+ Other Income (Rental, etc.) .~$0.00
- Taxes (Actual or estimated) 50 $0.00
- Living Expenses @ 50 50 %0 50 50 $0.00
- Personal Debt: existing residence $0 1$0.00
- Personal Debt: other mortgages $0 $0.00
- Personal Debr: other obligations $0 $0.00
- Personal Debt: proposed new obligations $0 $0.00
= AVAILABLE PERSONAL INCOME 50 50 so| . so| g0 $0.00

Step 2 for Global Cash Flow Analysis: Calculate the Global Cash Flow Position:

Business Cash Flow (projected cash position) $0.00

+ Total Personal Discretionary Income | - $0.00

= TOTALGLOBALCASHFLOW | . 50.00

- Existing / Remaining Business Debt $0.00

- Anticipated New Project Debt [CO Main Street Loan] $0.00

= CASH SURPLUS or (DEFICIT) $0.00

= COVERAGE RATIO (Global Cash/ Towal Debt) |~ 0000

GUARANTORS:

(1) | _select status ’ _select type
@ | seloct status S selecttype
5) | seloct status e €t e S : electtype
@ | seloct status T eelectype
)| select status = — ;V - V.ﬁ — “eelectype
© | select status T e eelectype
)| select states | T — “eelectype
(8) | _select status e _selecttype

RECOMMENDATION / CONCLUSION

Recommendation for approval




NSRS D ccision Scoring Martrix

Score

Personal Credit

Management

Collateral

Pagmment History

Repayment Abiliry

Clean personal credit
for guarantors. No pres-
ent derogatory items
and no past derogatory
items within the last five
years.

Three years experience /
ownership running this
business or a similar one

profitably.

The project is fully-cel-
lateralized with at least
one first lien position on
assets

On an ew¥sting business,
all cummesst lenders and
credizoms provide state-
ments «z Jetrers indicare
as zg:md payment
fnistory.

Debr service coverage
ratio (DSCR) of ar least
1.30:1 or berter in each
of the last Financial Year

Ends (FYE) AND in-
terim statements, AND
positive or stable trends.

Minor delinquencies
current or wichin the
last five years - no more
than one item per guar-
antor.

At least one years
worth of experience /
ownership running this
business or a similar one

profitably.

The project is fully-
collateralized with all
junior lien position on
assets

All emrrent lenders
and emedirors provide
statememes or lerrers and
there isarzinimum of 2
late/sminwed payments.

Two-to-three years
with a DSCR of ar least
1.10:1 or better AND a
DSCR of at Jeast 1.30:1
or betrer in the last FYE

Oor most recent interim

period.

Minor delinquen-
cies current or wichin

Minimum of two years
experience in this in-

dustry AND two years

The project is not

fully-collateralized, but

All cumrent lenders
and cmedizors provide

DSCR ofar Jeast 1.15:1
or better in the last FYE

3 the last five years - no applicable management | there are personal assets | staterams or letters and .
. . o _ L Or most recent interim
more than three items | experience BUT has not | pledged AND life insur- | there ismminimum of 3 : od
. . . . eriod.
reported per guarantor. | owned this type of busi- ance assigned. late/ miisseed payments. p
ness before.
Minimum of one years
Minor delinquencies . Y The project is not Al emsrent lenders
A worth of experience . N . DSCR ofartleast 1.10:1
current or within the o fully-collateralized, but and anedfizors provide .
in this industry OR or better in the last FYE
2 last five years - four or o ’ there are personal assets | statemvmes or letters and . .
. minimum of one years . i . or most recent interim
more items reported per . pledged OR life insur- | there 52 minimum of 4 .
applicable management ) - period.
guarantor. . ance assigned. late/emiiwed payments.
experience.
Collections, charge-offs, . L The project is not fully-
Rk No experience in this Ly K N . Start-up or purely
tax liens or bankruprcy . collateralized and no | The bmsimess is a start-up L .
o industry AND no ap- X R projection-based proj-
1 current or within the A other outside assets are | with kess ghan two years L
. plicable management . . ect. No historical cash
last five years with ac- . pledge and there is no ofiscory..
X experience. 0 flow support.
ceptable explanations. life insarance.
Totals 5 5 5 5 5

Economic Impact:

One point can be added o indicate the economic development effects of the project.

jobs created or rerained

expansion of a rural business

Pointsadded= _ 0 /5

TOTAL SCORE THIS PROJECT

Interest Rate Guide:

EXCELLENT =
VERY GOOD =
GOOD =
FAIR =

access to services in a rural area

communiry benefic

25

score of 17 or more [Primme + 2 3/4%]
score of 15 to 16 [Prime + 3 3/4%]
score of 11 to 14 [Prime + 4 3/4%]
score 10 or less [Prime + % 3/4%]

imcreased economic activity
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Commercial Real Estate Credit Presentation
Confidential

JUNE 11, 2014

BORROWER:

ADDRESS:

TIN:

GUARANTOR(S):

RELATIONSHIP MASAGER:

APPLICATION NUMBER: il

RISK RATING: 4

NAICS CoDE: 531120
BUSINESS/INDUS TR Real Estate Leasing
ANALYST:

CUSTOMER SINCE: 1995

DEPARTMENT: ST

PoLicy EXCEPTIONS:

Yes: No []

BORROWER'’S CURRENT REQUEST(S) AND EXISTING LOANS:
ReNEWAL []

ACTION ITEMS:

NEw LoAN

MobiFicaTion | ]

PorTFOLIO REVIEW [ ]

ACH[]

REQUEST SUMMARY (NUMBER EACH REQUEST):
AcCTION REQUESTED:

1) This request is to fund the purchase a NOO CRE located at
the property for $2,550,000 and is putting approximately half down leaving their

The loan will be structured as a 15 year fully amortizing term loan fixed at 4.875% =l will be charged a 1%

The property was appraised by
reviewed an accepted b
provides for a 48% LTV. Environmental clearance for this loan ha

It should be noted that we are not requirin
competitive pressures. As of 12/31/13 the customer has liquid assets of $1,55784

i Tacoma. The customer is purchasing
fimancing request at $1,260,000.

loan

fee.

June 23, 2014 and it returmed a value of $2,600,000 and it was

on July 14, 2094. The appraised value of $2,600,000

s been granted by

g a personal guarantee by any of #e principles of

on June 6, 2014.

to meet

with $1,533M in cash. The company

is going to use approximately $1,260M of their cash as a 50% down payment & acquire . We will
finance the property with a fully amortizing 15 year loan and the property has a DSCR of 1.65:1.00
Proposed | Exist Comm
Type Comm or |or Term Loan Rate index +
(Term/ Term Loan Balance Amort Margin or Fee
Relationship Borrower Name Facility) | Action items (000s) (000s) Coliateral | /Maturity Fixed Rate [($ or %)
Direct : Term New Loan 1,260.0 1,260.0 1=t DOT 15 year 1%
Rev 500.0 500.0 UCe 12 mo CBBR, 5%
floor
Contingent
Related
Total Direct Debt 1,760.0 1,760.0
Total Contingent Debt 0.0 0.0
Total Related Debt 0.0 0.0
Total Direct/Contigent/Related Debt 1,760.0 1,760.0
T — For Internal Use Only, Confidestial - Page [ of 18
Commercial Real Estate Credil Presentation Rev;5/06




— Commercial Real Estate Credit Presentation
Confidential

DEPOSIT RELATIONSHIPS:
Borrower Name Related Deposit # of Related Accounts
Accounts Accounts YTD Avg Bal
(000's)

L3

LoAN REQUEST(S) (Number each facility to correspond to facilities under Action Regeiested.)
FaciLity#1: NOO CRE

Borrower: S b et e e
Purpose: Purchase CRE located at (NSNS Tacoma WA
Term: 180

Repayment:  Monthly principle and interest, fully amortizing
Prepayment Fee: 5,4,3,2,1,3,2,1

Source(s) of
Repayment:* Primary: Collection of rental income

Secondary: Liquidation of collateral
Rate: 4.875
Fees: 1% or $12,600

Collateral: 1°' DOT on CiNNERENE Tacoma WA

RE Collateral
Reappraisal LTV: 75%

Funding
Mechanics: Bank controlled, closing through escrow

Guarantor(s): N/A

— For Internal Use Only, Confidential - Page2 of 18
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Commercial Real Estate Credit Presentation
Confidential

EXCEPTIONS TO POLICIES/GUIDELINES (EXPLAIN EXCEPTION AND JUSTIFICATION):

Exception #1:

WHEE - No guaranty from principal(s) of closely-held company (RRM, CA, LC)
Justification: The Company has banked withils® since 1995 and has been gperational since 1948. &# s
a real estate holding company that generater $743M in rental income in 2012 which dropped to $562M for 2013 due to a
vacancy that has since been filled in November of 2013. The real estate holdings as of 12/31/13 are valued at $2,457M
and are owned free and clear. As of 12/31/13 the customer has liquid assets of $1,557M with $1,533M in cash. The
company is going to use approximately $1,260M of their cash as a 50% down payment to acquire
We will finance the property with a fully amortizing 15 year loan and the property has a DSCR of 1.65:1.00 and based on
their large down payment our LTV will be 48%

is

NOTE: Approval authority (in parentheses) is defined as follows: LO — Loan Officer, RRM — Regional Retail Manager,
CA ~ Credit Administration, LC — Loan Committee. The CCO and President have authority &e approve all policy exceptions.

CREDIT STRENGTHS/WEAKNESSES (PROVIDE DETAIL):

STRENGTHS:

#has been in operation since 1948,

» They have maintained their relationship with s for nearly 19 years.

¢ The business has 100% equity in the $2,457M in buildings and $240.0M in land holdings.
Gy ists $1,557M in liquid assets as of 12/31/13 of which $1,533M is held as cash in brokered CD's at Scot

trade. It should be noted that the customer is going to utilize approximately $4,280M of their cash as the down
payment on the purchase financed with this request. The board of directors is comprised of respected and
successful individuals in the Tacoma business community, including

» This loan will utilize a fully amortized 15 year term with a 48% LTV and a coverage ratio of 1.65:1.00

WEAKNESSES:

» Risk associated with no guarantors. This can be mitigated by their longevity in business, overall financial health and
the significant level of liquid assets held by the customer. ists $1.557M in liquid assets as of 12/31/13
of which $1,533.0 is held as cash in brokered CD'’s at Scot tfrade. The customer also owns all of their existing
Commercial real estate free and clear.

* Risk associated with the industry. The company derives their income from leasing the building that they own. Five
lessees account for 96% of their current rental income.
o This is mitigated by the fact that the business has no liens against any of the property held and the five
leases are to well established companies, in a variety of different industries, and the leases are for a
minimum of five years. In addition the property to be acquired is fully leased and has a coverage ratio of
1.65:1.00 and our loan will be fully amortized over 15 years.

UNDERWRITING SUMMARY:
The property to be acquired is fully leased generating $205,896 annually.
vacancy, but it should be noted that the buildings primary tenant evelopment has 9 years remaining on their
lease with two 5 year options and lease runs through 6/30/17. The annual payment of GEEE - one
is $130,296 which is adequate to service our proposed payment of $118,586.

In our appraisal analysis below | utilized a 5%

The property is able to exceed our DSCR when stressed to 2% over our stated rate at 4.45:1.00.

= For Internal Use Only, Confidential - Page 3 of 18
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UNDERWRITING MATRIX (000's):

1260

48%

1.65

180

25

180

FHLB +2-3.25%

4.875

5%-1.25%

1.00%

Commercial Real Estate Credit Presentation

- For Internal Use Only, Confidential -

Page 4 of 18
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APPRAISAL ANALYSIS:

0770772014 3 2,600,000

At Completion Value (date) $ 2,600,000

Stabilized Value (date) $ 2,600,000

Capitalization Rate {per Appraisal) 7.50%

Loan Amount: $ 1,260,000

Underwriting Rate: 4.88%

Amortization/ Months: 180

Request Policy Exception {(Y/NINA)

LTV - Stabilized Value: 48% 75% nia

8% 75% nla

LTV - At Completion Value:

Actual

Appraisal

(Stabilized) (Current) Breakeven (%)

Rental Income $ 205,896 § 205,898

Otherincome

Expense Reimbursements

Total Gross income S 205,896 § 205,896

Less Vacancy 5% % (10,295) § (10,295}

Effective Gross Income 3 195,601 § 195,601

Less Operating Expenses - Property Management s (6,000) § -

Less Other Expenses
NetO r_alinglncome

189,601

RS

ENSITIVITY ANALYSIS

STABILIZED DCR/S

Interest Rate Annual D/S Cash Fiow DCR Policy DCR Exception (Y/N)
4.88% $118,586 $71,015 1.60 1.25 N
5.88% 5126,572 $63,029 1.50 1.25 N
6.88% $134,848 $54,753 1.41 1.25 N
12.83% $189,601% $0 1.00 1.25 Yes

ACTUAL (AS IS)DCR

Interest Rate Annual DIS Cash Flow DCR Policy DCR Exception (Y/N)
4.88% $118,586 §77,015 1.65 1.25 N
5.88% $126,572 $69,029 1.55 1.25 N
6.88% $134,848 $60,753 1.45 1.25 N
13.43% $195.601 30 J _Yes

“Capitalization Proposed  Loan Amount @
Rate . Value Loan LTV 75% LTV Exposure
Appraisal Capitalization Rate 7.50% $2,528,016 50% $1.896,012 © $636,012
8.50% $2,230.,602 56% $1,672,952 $412,952
9.50% $1,995,802 63% $1:496 852 $236,852
10.00% $1,896,012 66% $1,422,009 $162,009
i — For Internal Use Orly, Confidential - Page 50f 18
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LEASE SUMMARY:

130,296] CPI - 3years

23,086 53% 75,600f CPI -Annuall NNN 5yr 07/01/2012 06/30/2017 nl/a

0%

0%

0%

0% [
Of:]

PROJECT / APPRAISAL / ENVIRONMENTAL:
Neighborhood/Site/lmprovements:
The subject property is located in the Port of Tacoma and it is an industrial parcel of 2.18 acres, improved with 2 light
industrial structures with a GBA of 43,246 SF. Building 1 was constructed in three phases between 1974 and 1995 and
contains a gross building area of 23,096 square feet. Building 1 consists of a mix of wood/metal framing with a mix of wood
and metal exterior siding. Building 1 is referenced as being of average quality construction and rated in fair to average
overall condition with a remaining estimated useful life of 20 years. Building 2 contains a gross building area of 20,150
square feet and was constructed in 1998. Building 2 is metal framed and has exterior metal siding. Building 2 was
considered to be of good quality construction and rated in good overall condition, with @ yemaining estimated useful life of 35-
40 years The balance of the site is fully paved and has perimeter fencing. Building 1 s occupied by

on a 5 year lease that began in July of 2012. Building 2 is occupied by ona20

year lease that began in April of 2002.

Market Discussion:

The Port of Tacoma covers approximately 4,000 acres around Commencement Bay, @ sheltered arm of the Puget Sound.
The Port of Tacoma handles over $36 billion in import/export annually.

The subject property is located in the CllERERgndustrial Park in the Port of Tacoma in the center of a major transportation
hub with access to both shipping and rail. The neighborhood is comprised of predominantly older structures, but has begun
to revitalize over the last 5 years. Redevelopment has been spurred by recently compieted and on-going roadway
improvement projects in the area, which have enhanced accessibility of Port Facilities. The appraiser noted that the local
industrial market appears to be thriving with limited vacancy within quality buildings in the area. The outlook for the industrial
area at the Port of Tacoma appears favorable.

Appraisal Conclusion: .

The three approaches used to estimate the value of the subject property resulted in the ¥ollowing estimates:
»  Cost Approach: n/a
» Sales Comparison Approach: $2,600,000
e Income Approach: 2,490,000 to $2,665,000

Environmental:
An environmental review was completed by GSEEREINEEEEE =nd clearance was granited for the property. GEEEEER
reviewed a Phase | report from January 20, 2014 that was completed by Environmenizl Associates as well as our borrower
and lender checklists.
Initially WSS = s concerned about possible issues from an adjacent property. Two prior Phase | reports from 1996
and 2002 recommended a Phase |l report be completed to assess any impacts from fhe adjacent property. SEEEEEED
was able to speak with the environmental consultant who was responsible for the studies on the adjacent property to the
south, who assured him that the property to south does not have any environmentai impact on the subject property.

~ For Internal Use Only, Confidential - Page 6 of 18
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BORROWER/GUARANTOR FINANCIAL INFORMATION:

The borrower and/or guarantors provided personal statements with the following infommnation:

(In 000's) Borrower #1 Borrower #2 Borrower #3 Total Combined
12/31/13 12/31/05 #2/31/05 Balance
Liquid Assets*™* $ 1,557 $ 1,557
Total Assets $ 2,504 3 2,504
Total Liabilities $ 162 $ 162
Contingent Liabilities 3 500 3 500
Net Worth $ 1,842 3 1,842

**Liquid assets include cash and marketable securities discounted at 67% and refirement plans discounted at 55%.

GUARANTOR’S CASH FLOW PER THEIR TAX RETURNS:

Borrower #1 2013

Borrower #2 2006

Borronwer #3 2006

Total Combined Balance

Sources of Cash $ 596 $ 596
Uses of Cash $ 416 $ 416
Total Cash Flow $179 % 179

Asset Structure

Cash_

Otfaer 4%
25% T~

Marketable
r Securities
/ 7% ;
__Retirement.
- 1M1%

J

vestment
Inclosely

Auto ?e‘!/d
| 2% RIE 4%
18%
— For Internal Use Only, Confidential - Page 7 of 18
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FINANCIAL COVENANTS:

Min Working Capital
Min Current Ratio
Min Tangible Net Waorth
Max Leverage Ratio
Min Debt Service Coverage Ratio Annually 155
Qut of Debt Covenant j

Yes 1.25

DEFINITIONS (all capitalized terms not expressly defined below shall be as defined tyy GAAP):
COVENANT DEFINITION
DSCR Debt Service Coverage Ratio" shall mesn the Real Property's NOI divided
by debt service, to be measured on a historical 12-month basis using the Real Property’s year-end operating
statement for the year immediately ended. "NO1" (net operating income) is defined as income generated from the
Real Property's gross rental income, plus any other ordinary and customary income generated by the operation of
the Real Property, such as late fees and parking income, less ordinary and customary operating expenses,
including management expenses, but excluding income taxes, interest, depreciation and amortization, all as
reasonably confirmed and approved by the Lender

COVENANT COMPLIANCE:
Compliance with existing covenants? Yes [ ] No[]
If No, Action Recommended:

e Waive and Reset as Proposed:

* Waive and Reset as Proposed with compliance by:

»  Forbear until:

FINANCIAL REPORTING REQUIREMENTS:

RS

Borrower Financial Statements Annual CPA within 90 days of FYE

Rent roll on subject property Annual Borrower within 30 days of years end
Borrower Tax Return

Personal Financial Statements

CRA COMPLIANCE DATA COLLECTION:

Tacoma WA

Loan Location (street address, City, State, Zip):

Loan Amount: $1,260,000.00

— For Internal Use Only, Confidential - Page 8 of 18
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- Commercial Real Estate Credit Presentation

Gross Annual Revenue Code*:; 1 Rev. < $1,000,000
*If a start up business enter 1; if enter 3 for "Not Known" tefl why:  Did not collect business revenus info.

Date Source
2 - Co. prepared finls

Source Document for Revenue Reporting:

CRA Community Development Code: 00 Loan does not have community development as e primary purpose

— For Internal Use Only, Confidential -
Commercial Real Estate Credit Presentation
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RISK RATING / APPROVAL RATIONALE (INDICATE JUSTIFICATION FOR OVERALL RATING):

= This loan is appropriately risk rated as a 4. The borrower is a property holding company that manages their own
properties and prior to this purchase has owned and managed $2,697M in buiidings and properties that they own
free and clear. The borrower is purchasing the subject property for $2,550M and is utilizing $1,260M of their own
cash as a down payment which allows for a 48% LTV. In addition our loan structure is favorable utilizing a 15 year
fully amortized structure and a coverage ratio of 1.65:1.00.

DDA & TREASURY MANAGEMENT PRODUCT OFFERINGS (PLACE AN “X” IN APPROPRIATE BOX):

___ ACH Debt Limit: Credit Limit: __ Wire Transfer

__Daylight Overdraft ___ Controlled Disbursement

___Payrol! __ Sweep Products

__ Cash Concentration __ Zero Bajance Accounts
RN S=RVICES (PLACE AN “X” IN APPROPRIATE BOX):

__ Deposits ___International

___ Cash Management . __ Invesiments

___ Merchant Services ____ On-Line Banking

_____ Private Banking ____ Zero Balance Accounts

ATTACHMENTS:

Optimist Business Financial Spreads:

Buker's Tax Analysis:
* Personal Financial Statement Recap: [ ]
¢ Cash Flow Recap: []

ROE Pricing Model:
CRA Source Doc.:
CRA Source Doc. faxed to Loan Ops (253) 272-1420 [}

~ For Internal Use Only, Confidential - Page 100f 18
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STATEMENTS OF INCOME

For the years ended December 31, 2013 and 2012

Revenue

Kent
Utilities and CAM
Interest

Expenses

Olficer's Salaries

Payroil laxes

Utilities

Maintenasce

Maintenance Salary

Taxes - property and other

Bank charges

Service contract

Depreciatzon and amorntization - (Fife)
Depreciation and amortization - (Tacoma)
insurance

interest

Accounting fees

Bookkeeping

Legal fees

2013

Amount

Percent to
Revenue

$ 413,484

147,074
172

( 562,280 % 100.0%
./

39,930 7.0%

3,830 0.7%

151,407 26.9%

24,294 4.3%

2,900 0.5%

85,194 15.2%

202 0.0%

20,278 3.6%

22,209 3.9%

10,450 1.9%

22,425 4.0%

1,438 0.3%

2,850 0.5%

5,267 0.9%

80 0.0%

2012

Percent o
Amount Revenue

3 565945
174,261
3,173

743,379 100.0%

39,930 5.4%
3,667 0.5%
145,275 19.5%
57.907 7.8%
2,730 0.4%
76,989 10.4%
153 0.1%
19,674 2.6%
21,853 2.9%
10,221 1.4%
20,449 2.8%
0 0.0%
2,625 0.4%
5,357 0.7%
860 0.1%
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LEASE SUMMARY

Tenant

GLA (SF)

% Office Allocation

% Warehouse Allocation
Space Use
Lease Commencement
Lease Duration
Lease Termination
Current Monthly Rent
Blended Monthly Rent/SF
Annual Rent
Blended Annual Rent/SF
Expense Structure

Rent Escalators
Extension Options

Bujlding 2

Building 1
: #Metal Works
& Erectors, LLC
23,096
16.6%%
83.4%
Industrial
711712
5 Years
6/30/17
$6,300
$0.27
$75,600
$3.27
NNN

CPI- Annually
1-5-Year Term

Pevelopment, LLC
20,150
6.9%

93.1%
Industrial
4/1/02
20 Years
3/31/2022
$10,858
$0.54
$130,296
$56.47
NNN
CPI - Every 3 Years
2 - 5-Year Terms

LMerma I!eal Estate Credit Presentation
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Ay e sy
Statement Date 12-31-2011 % 12-31-2012 % 12-31-2013 %
Period Length 12 Months 12 Months 12 Months
Analyst S L Lot
Auditor
Statement Type Compiled Compited Compiled
Income Statement
Sales / Revenue 781 100.00 743 100.00 562 100.00
Cost of R / Sales o 0 0.00 0 0.00 (4] 0.00
Gross Prol 8 o ©12:7815  100.00 562  100.00
Operating Expenses 402 51.47 430 59.22 416 73.96
Depreciation 32 4.31 33 5.80
General & Administrative 360 48.45 335 59.59
Officer Compensation 40 5.38 40 7.10
Lease & Rent Expense
Net
Dividends
Adjust
Reta
~ For Internal Use Only, Confidential - Page 130l 18
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L e i

Statement Date 12-31-2011 %o 12-31-2012 Yo %o
Peried Length 12 Months 12 Months
Analyst GEEER L
Auditor
Statement Type Compiled Compiled
Balance Sheet
Cash and Equivalents 1,536 60.28 1,617 62.50 61.22
Acc Receivable Trade 3 0.12 :
Inventory 0 0.00
Other Curr Assels 26 1.02
Prepaid Expenses 26 1.02
Fixed Assets 983 38.58
Land 240 9.42
Buildings 2,429 95.33 .
Machinery & Equipment 2 0.08 2 0.08 0.06
Accumulated Depn (-) (1,688) (66.25) (1,720) (66.49}% {69.98)
Investments o 0.00 0 0.00 04.00

6000

et L R

0.00

Cominercial Real Estate Credit Presentation
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12-31-2013 Yo

Statement Date 12-31-2011 %% 12-31-2012
Period Length 12 Months 12 Months 12 months
Analyst SR Lo L
Auditor
Statement Type Compiled Compited Compiled
Balance Sheet
Short Term Debt 50 1.96 81 137 5.47
Current Maturity LTD 50 1.96 31 31 1.23
Line of Credit - Bank 0 0.00 50 106 4.23
Accounts Payable 12 Q.47 12
Other Curr Liabilities 0.04 1
Accruals 1
Cuireit Liabilities 94
Long Term Debt 2
Long Term Capital Leasa 2 0.08 2 12 0.49

Total Net Worth 84
Common Stock 45
Paid In Capital 39
GCther Equity 0
Accumulated RfE 2,399
Retained Eamings from 1/S 107

Previous Balance

3.30 B4
1.77 45
1.53 39
0.00 0
94.15 2,407 93.04

8
2,399
2,491

92.73

BS 3.38
45 1.81
39 .57

[+ 0.00

3,257  90.14
{150) {5.99)
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Statement Date 12-31-2009 12-31-2010 12-31-2011 12-31-2012 . 12-31-2013
Period Length 12 Months 12 Months 12 Months 12 Months 12 Months
Analyst G e ST
Auditor

Statement Type Compiled Compiled Compilei Compiled Compiled
Profitability Measures
Gross Margin % 100.00 100.00 100.00 100.00 100.00
COGS % 0.00 0.00 0.00 6.00 0.00
Operating Expenses % 59.29 50.96 51.47 59.22 73.96
EBIT % 41.90 49.04 48,53 40.78 26.04
Operating Profit % 40.71 49.04 48.53 40.78 26.04
Net Profit Before Tax % 41.90 49.04 48.53 40.78 25.79
EBIT 282 382 379 303 146
EBITDA 317 417 414 335 179
Growth Measures
Revenue Growth % {9.30) 15.75 0.26 {4.87) (24.33)
Sustainable Growth 0.44 4.85 4.50 0.32 {6.02)
Operating Profit Growth % {24.52) 39.42 (0.793 (20.05) (51.68)
Net Income Growth % (31.72) 35.46 (0.79) (20.05) (52.15)
Coverage Measures
Interest Cover 0.00 0.00 0.00 0.00 104.57
Effect Interest % 0.00 0.00 0.00 0.00 1.21
Debt Service Cover 0.00 0.00 14.49 6.90 5.36
Debt Payback Period 0.17 0.24 0.13 0.25 0.83
EBITDA DSC 0.00 0.00 12.94 6.70 5.52
Efficiency Measures
Days Receivable 0.00 18.74 1.406 1.47 2.14
Days Inventory 0.00 0.00 0.00 6.00 0.00
Days Payable 0.00 0.00 0.00 0.00 0.00
Working Capital ($) {16) 29 (9) (9) {9)
Working Capital (CA - CL) 1,248 1,379 1,502 1,542 1,407
Working Capital % {2.38) 3.72 (1.15) {1.21) (1.55)
Asset Turnover 0.29 .31 0.31 0.29 0.23
Quick Ratio 17.86 15.67 24.84 17.40 10.39
Current Ratio 17.86 15.67 24.84 17.40 10.39
Debt to Tangible Equity 0.05 0.05 0.03 0.04 0.07
Debt to Effective Tangible Equity .05 0.05 0.03 0.04 0.07

— For Internal Use Only, Confidential - Page 16 of 18
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Statement Date 12-31-2009 12-31-2010 12-31-20:1 12-31-2012 12-31-2013
Period Length 12 Months 12 Months 12 Months 12 Months 12 ponths
Analyst L] Lo L]
Auditor
Statement Type Compiled Compiled Compiled Compiled Compiled

Return Measures

RONA % 12.15 15.42 14.95 11.77 5.88
Average RONA % 12.26 15.92 15.12 11.86 5.78
Return on Equity % (Annualized) 12.44 16.08 15.26 12,16 6.19
Return on Assets % (Annualized) 11.90 15.34 ’ 14.87 11,71 5.85
Dividend Payout Rate % 96.45 71.20 71.7F 97.36 203.38
Value Added 4] 0 & 0 4]
WACC % .00 0.00 0.0G 0.00 4.00

Leverage Measures

Total Liabilities/Equity 0.05 0.05 0.03 0.04 0.67
Equity / Total Assets 95.61 95.44 97.43 96.29 93.53
Funded Debt to Equity 0.02 0.04 0.0 0.03 0.06
Bank Debt to Liabilities 0.53 D0.89 0.8% 0.86 0.92
Borrowed Funds 55 102 52 83 149

Cash Measures

Change in Net Debt 63 49 193 50 {150)
Cash After Operations 333 318 464 345 174
Net Cash After Ops 341 318 464 345 174
Net Cash Income 69 46 192 S0 (123)
Cash After Debt Amortization 69 46 16 0 {154)
Marginal Cash Flow 162.38 96.28 10115 101.21 101.55
Fnancing Surplus/(Requirements) i 63 49 15¢ 0 {182)
I — For Internal Use Only, Confidential - Page 17 of 18
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Loan Model For Uil
“Loan - \GREHEER

Profit Summary

1,260,000.00
1,260,000.00

Total Loan Commitment

Total Deposit Balance 0.00
Total Average Deposil 0.00
ROE 13.95 %
ROA 1.67 %
Annual Net iIncome 15,808.04
Lifetime Net income 107,851.75

i 77

ROE 13.

5 %

ROA 1.67%
NIM 2.84 %
Annual Net Income 16,808.04
107,861.75

SkEROWH ea,'
Probability of Default
Loss Given Default

Current index Rate
& B

%’"ﬁ@%

Expected Pmt Term (M) 77

1,260,000.00 0.00
1,260,000.00 0.00 0.00 %
0.00 0.00 0.00 %
0.00 0.00 0.00%
1437 % -0.42 % -2.82%
172% 0.05% 291 %
17,319.48 -511.44 -2.85%
111,133.44 -3,281.69 -285%
0 0.00 %

1437 % 042 % -2.82%
1.72% -0.05 % 291%
292 % 0.08 % -2.74 %

17,319.48 -511.44 -2.95 %
S
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