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After a couple of years of false starts and mixed results, the Commercial Real Estate Lending
market is quickly regaining momentum. In particular, businesses that wish to own and occupy their
real estate have become very attractive to lenders. Unlike investment properties that rely on
rent-rolls to provide necessary debt service coverage, Owner-Occupied Commercial Real Estate
(OOCRE) offers direct cash flow from its occupant's operations to pay the outstanding mortgage
liability. This reduction of risk offers greater security and flexibility to lenders during a continuing
economic recovery.
And as it turns out, the timing may be perfect. With lenders continually refining their lending
requirements, many are focusing on a company's cash flow and the relation to its debt as a major
determinate. While a company's balance sheet typically has not included rent as a debt, a new
Financial Account Standards Board (FASB) requirement may potentially require leases to be listed
as a liability, receiving similar accounting treatment as a loan. Additionally, and almost without fail,
long-term lessees will see a rent increase from year-to year, further increasing leverage (not to
mention the curious cases of "Re-Measuring" that increases a building's rentable square footage
when a new landlord takes control.) Thus, a fixed-price mortgage may be the vehicle to gain
long-term cost certainty and make debt "work for the company".
For those companies looking to obtain property of their own, commercial banks offer very
competitive terms and structures to make these opportunities a reality. In conjunction with certain
OOCRE programs, such as the Small Business Administration's (SBA) 504 program, lenders can
offer loans with as little as 10% down, while other government-sponsored programs can provide
advantages such as tax abatements, sales tax reduction and deferrals of the mortgage recording
tax. These factors, combined with historically low interest rates and a growing demand for OOCRE,
give potential buyers numerous mortgage options that can be very attractive in the current market.
Considering the low-rate environment, a continued easement of lending, and possible accounting
adjustments, now may be an opportune time to enter the Owner-Occupied Commercial Real Estate
market. The peace of mind and stability associated with cost certainty can offer businesses a clearer
prediction of the future and a more accurate forecast for growth. Commercial lenders can help you
with this most important of decisions and give you variety of options to achieve your ownership
goals.
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