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QQuuiicckk  SSttaarrtt,,  SStteepp--bbyy--SStteepp,,  
ttoo  SSuucccceessss  aass  aa  CCoommmmeerrcciiaall  OOrriiggiinnaattoorr  

  
SSttaarrtt  BBuuiillddiinngg  YYoouurr  DDaattaabbaassee  ooff  CClliieennttss  &&  PPrroossppeeccttss  

��  IImmmmeeddiiaatteellyy  sseett  uupp  yyoouurr  ddaattaabbaassee  ooff  nnaammeess  &&  ccoonnttaacctt  iinnffoorrmmaattiioonn    
��  EEnntteerr  wwhhaatt  iinnvveessttmmeennttss  eeaacchh  iiss  iinntteerreesstteedd  iinn  &&  wwhheetthheerr  tthheeyy  aarree  iinnvveessttiinngg  nnooww  
��  CCoonnttaacctt  eeaacchh  eennttrryy  wwiitthh  aa  rreeaall  pphhyyssiiccaall  lleetttteerr  aannnnoouunncciinngg  hhaavviinngg  jjooiinneedd  QQuueesstt  
��  SSuubbmmiitt  yyoouurr  ddaattaabbaassee  ooff  mmoosstt  iimmppoorrttaanntt  ccoonnttaaccttss  ttoo  QQuueesstt..    IItt  bbootthh  rreeggiisstteerrss  tthheemm  

aass  yyoouurr  ccoonnttaaccttss,,  aanndd  aalllloowwss  uuss  ttoo  aadddd  tthheemm  ttoo  oouurr  nneewwsslleetttteerr  aanndd  ccaarrddss  lliissttss  
��  AAsskk  ffoorr  rreeffeerrrraallss,,  eevveenn  ffrroomm  ppeeooppllee  wwhhoo  aarree  nnoott  yyeett  rreeaaddyy  ttoo  uussee  yyoouurr  sseerrvviicceess……bbuutt  

ddoonn’’tt  bbee  aannnnooyyiinngg  aabboouutt  sseelllliinngg  yyoouurr  sseerrvviicceess..  

MMaakkee  ssuurree  ""ccoorrppoorraattee""  hhaass  aallll  ooff  yyoouurr  iinnffoo  ssoo  tthhaatt  bbuussiinneessss  ccaarrddss  ccaann  bbee  oorrddeerreedd..    WWhheenn  
yyoouu  rreecceeiivvee  yyoouurr  ccaarrddss,,  ccaarrrryy  ssoommee  wwiitthh  yyoouu  aatt  aallll  ttiimmeess……tthheeyy  aarree  yyoouurr  bbeesstt  aaddvveerrttiissiinngg  

LLeeaarrnn  wwhhiicchh  CCoommmmeerrcciiaall  FFuunnddiinngg  iiss  tthhee  EEaassiieesstt  ttoo  AAccccoommpplliisshh,,  &&  wwhhiicchh  iiss  mmoorree  ddiiffffiiccuulltt  

  BBeeccoommee  ffaammiilliiaarr  wwiitthh  tthhee  ffoorrmmss  &&  wwoorrkksshheeeettss    
��  yyoouu  wwiillll  uussee  ttoo  qquuaalliiffyy  bboorrrroowweerrss//pprrooppeerrttiieess    
��  wwhhiicchh  yyoouu  wwiillll  ssuubbmmiitt  ffoorr  ffuunnddiinngg  rreeqquueessttss//aapppplliiccaattiioonnss  

LLeeaarrnn  wwhhaatt  ddooccuummeennttaattiioonn  iiss  mmoosstt  ccoommmmoonnllyy  nneeeeddeedd  ffoorr  tthhee  vvaarriioouuss  ffuunnddiinngg  ooppttiioonnss  
aavvaaiillaabbllee  ttoo  yyoouurr  ccuussttoommeerrss  

RReeaadd  &&  bbeeccoommee  ffaammiilliiaarr  wwiitthh  CCoommmmeerrcciiaall  FFuunnddiinngg  110011  &&  tthhee  mmaatthh  iinnvvoollvveedd  iinn  qquuaalliiffyyiinngg  
cclliieennttss  

LLeeaarrnn  &&  pprraaccttiiccee  qquuaalliiffyyiinngg  bboorrrroowweerrss  aanndd  iiddeennttiiffyyiinngg  uunnffuunnddaabbllee  ""ddrreeaammeerrss""  ssoo  tthhaatt  yyoouu  
ccaann  mmaakkee  tthhee  mmoosstt  eeffffiicciieenntt  uussee  ooff  yyoouurr  ttiimmee  

LLeeaarrnn  tthhee  vvaarriioouuss  nnoonn--ttrraaddiittiioonnaall  wwaayyss  yyoouu  ccaann  eeaarrnn  ccoommmmiissssiioonnss  tthhrroouugghh  QQuueesstt::      
��  SSeelllliinngg  BBuussiinneessss  PPllaann  oorr  PPrriivvaattee  PPllaacceemmeenntt  MMeemmoorraanndduumm  pprreepp  sseerrvviicceess  
��  CCoonnvveerrttiinngg  nnootteess  oorr  ssttrruuccttuurreedd  sseettttlleemmeennttss  ttoo  ccaasshh  
��  NNoonn--rreeaall  eessttaattee  llooaannss  oonn  ssttoocckkss,,  eettcc  
��  LLooaannss//lleeaasseess  oonn  eeqquuiippmmeenntt  
��  SSBBAA  oorr  ootthheerr  ooppeerraattiinngg  ccaappiittaall  llooaannss  oorr  bbuussiinneessss  lliinneess  ooff  ccrreeddiitt  
��  FFuunnddiinngg  vviiaa  eeqquuiittyy  ffiinnaanncciinngg  &&  uunnrreeggiisstteerreedd  sseeccuurriittiieess  
��  SSiiggnniinngg  oonn  pprriivvaattee  iinnvveessttoorrss  wwhhoossee  ffuunnddss  wwee  ccaann  ppllaaccee  wwiitthh  bboorrrroowweerrss  

MMoovvee  oonn  ttoo  QQuueesstt  AAccaaddeemmyy  &&  wwoorrkk  ttoowwaarrdd  cceerrttiiffiiccaattiioonn  aass  aa  CCoommmmeerrcciiaall  FFuunnddiinngg  
SSppeecciiaalliisstt..    YYoouu  ccaann  ""wwoorrkk  bbaacckkwwaarrddss""  bbyy  vviieewwiinngg  ""PPuuttttiinngg  iitt  AAllll  TTooggeetthheerr"",,  ffiirrsstt  

JJooiinn  OOrrggaanniizzaattiioonnss,,  IInnvveessttmmeenntt  CClluubbss,,  EEttcc,,  wwhhiicchh  ccaann  eexxppaanndd  tthhee  ssccooppee  ooff  yyoouurr  ccoonnttaaccttss,,  
aanndd  ooffffeerr  ttoo  ggiivvee  ttaallkkss  aabboouutt  ccoommmmeerrcciiaall  ffuunnddiinngg    

 RReeaadd  aallll  tthhaatt  yyoouu  ccaann  aabboouutt  ccoommmmeerrcciiaall  iinnvveessttiinngg  &&  ffuunnddiinngg  

AAss  yyoouu  lleeaarrnn  mmoorree,,  yyoouu  bbeeccoommee  mmoorree  ooff  aann  aasssseett  ttoo  yyoouurr  ccuussttoommeerrss//cclliieennttss  

IInnvveesstt  iinn  ccoommmmeerrcciiaall  pprrooppeerrttiieess  yyoouurrsseellff……IItt  aaddddss  ttoo  yyoouurr  ccrreeddiibbiilliittyy  

TTaakkee  pprriiddee  iinn  bbeeiinngg  ppaarrtt  ooff  aann  oorrggaanniizzaattiioonn  tthhaatt  ppuuttss  eexxeemmppllaarryy  sseerrvviiccee  ffiirrsstt!!  
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Anyone can succeed in their chosen profession, but to be 
successful often takes patience, persistence, endurance, the 

willingness to provide the best service you can, and the 
desire to make dreams come true.   

 
Unfortunately, desire and a good heart aren’t quite enough.  
It usually takes some new knowledge and new skills and the 
fear of wandering into new territory could derail your career 

before it begins.  Don’t let that happen! 
 

Almost anything is possible if you try! 
 

READ THIS: 
 
 
I cdnuolt blveiee taht I cluod aulaclty uesdnatnrd waht I was rdanieg.  The phaonmneal 
pweor of the hmuan mind!  Aoccdrnig to a rscheearch taem at Cmabrigde Uinervtisy, it 
deosn't mttaer in waht oredr the ltteers in a wrod are.  The olny iprmoatnt tihng is taht the 
frist and lsat ltteer be in the rghit pclae.  The rset can be a taotl mses and you can sitll raed 
it wouthit a porbelm.  Tihs is bcuseae the huamn mnid deos not raed ervey lteter by istlef, 
but the wrod as a wlohe.  Such a cdonition is arppoiately cllaed Typoglycemia :)- Amzanig 
huh? Yaeh…and yuo awlyas tuhohgt taht slpeling was ipmorantt! 
 
 

SEE?  YOU CAN DO IT! 
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BBuuiilldd  yyoouurr  CCoommmmeerrcciiaall  PPiippeelliinnee::  
FFiinndd  YYoouurr  CClliieenntt  

  
BBaannkkss  ––  TThhee  bbeesstt  ssoouurrccee  

��  BBaannkkss  wwaanntt  ttoo  hheellpp  ccuussttoommeerrss,,  bbuutt  ffoorr  vvaarriioouuss  rreeaassoonnss,,  tthheeyy  ccaann’’tt::    wwhhiicchh  rriisskkss  tthhee  lloossss  ooff  
ccuussttoommeerrss  &&  ddeeppoossiittss  ooff  ccuussttoommeerrss  wwhhoo  tteenndd  ttoo  kkeeeepp  tthheeiirr  mmoonneeyy  wweerree  tthheeyy  ccaann  aallssoo  bboorrrrooww    

��  TThhuuss,,  bbaannkkss  ccaann  hheellpp  ((&&  rreettaaiinn))  ccuussttoommeerrss  bbyy  rreeffeerrrriinngg  tthheemm  ttoo  yyoouu  ffoorr  ssuucccceessssffuull  ffuunnddiinngg..    
TThheeiirr  ccuussttoommeerrss  wwiillll  lloovvee  tthheemm  jjuusstt  aass  mmuucchh  iiff  yyoouu  ggeett  tthheemm  aa  llooaann  aass  iiff  tthhee  bbaannkkeerr  ddiidd..  

��  OOffffeerr  ttoo  ttaakkee  tthhee  bbaannkkeerr  ttoo  lluunncchh..    TThheeyy  lloovvee  tthhiiss..    BBuutt……ddoonn''tt  ooffffeerr  ttoo  ppaayy  tthheemm  ccoommmmiissssiioonnss  
oorr  rreeffeerrrraall  ffeeeess..    MMoosstt  ccoonnssiiddeerr  tthhiiss  ttoo  bbee  aann  iilllleeggaall  kkiicckk--bbaacckk..    HHoowweevveerr,,  tthheeyy  wwoouulldd  oofftteenn  nnoott  
mmiinndd  aa  ppeerrssoonnaall  ggiifftt  ((aa  ppuutttteerr  ffoorr  aa  ggoollffeerr,,  eettcc))    WWaanntt  ttoo  rreeaallllyy  ""ggeett  tthheemm""??    HHiirree  aa  lliimmoo  ffoorr  22--33  
hhoouurrss,,  aanndd  aarrrraannggee  ttoo  ttaakkee  33  ddiiffffeerreenntt  bbaannkkeerrss  ttoo  lluunncchh,,  oonnee  aafftteerr  tthhee  ootthheerr..    IItt  ccoossttss  lleessss  tthhaann  
yyoouu  mmiigghhtt  tthhiinnkk  iinn  mmiidd--ddaayy,,  mmiidd--wweeeekk..  

  
DDeevveelloopp  rreellaattiioonnsshhiippss  wwiitthh  CCoommmmeerrcciiaall  RReeaall  EEssttaattee  BBrrookkeerrss  &&  PPrrooppeerrttyy  MMaannaaggeerrss  

��  PPrree--aarrrraannggee  ffiinnaanncciinngg  ffoorr  eexxiissttiinngg  pprrooppeerrttyy  lliissttiinnggss  
��  PPrrooaaccttiivvee  mmeeeettiinnggss  aanndd  rreepprreesseennttaattiioonn  aatt  llooccaall  pprrooffeessssiioonnaall  ffuunnccttiioonnss  
��  MMoorrttggaaggee  ppeeooppllee,,  rreesseenntteedd  bbyy  rreessiiddeennttiiaall  bbrrookkeerrss,,  aarree  wweellccoommeedd  bbyy  ccoommmmeerrcciiaall  
��  ******  TTrryy  ttoo  aarrrraannggee  iitt,,  wwiitthh  aa  pprreevviioouuss  pphhoonnee  ccaallll,,  ssoo  tthhaatt  tthheeyy  eexxppeecctt  yyoouurr  mmaaiill..    OOtthheerrwwiissee,,  iitt  

mmiigghhtt  ggoo  iinnttoo  tthhee  ttrraasshh,,  uunnooppeenneedd..    AA  rreeffeerrrraall  iinnttrroodduuccttiioonn  ffrroomm  oonnee  ooff  tthheeiirr  eexxiissttiinngg  cclliieennttss  iiss  
aa  ggooddsseenndd..  
  

LLaawwyyeerrss,,  FFiinnaanncciiaall  AAddvviissoorrss  ((CCPPAAss,,  EEssttaattee  PPllaannnneerrss))  ––  eessppeecciiaallllyy  iiff  yyoouu  kknnooww  tthheemm  
��  DDeemmoonnssttrraattee  yyoouurr  aabbiilliittyy,,  lleeaavvee  aa  ssaammppllee  LLooaann  PPaacckkaaggee  
��  CCoonnvviinnccee  tthheemm  tthhaatt  yyoouurr  hheellpp  ffoorr  tthheeiirr  cclliieennttss  iiss  aa  ""ffeeaatthheerr  iinn  tthheeiirr  ccaapp""  
��  SSoouurrccee::  YYeellllooww  PPaaggeess,,  pprrooffeessssiioonnaall  ddiirreeccttoorriieess,,  oonnlliinnee  sseeaarrcchheess,,  eettcc..  
��  ******  SSeeee  aabboovvee..    DDoonn''tt  wwaassttee  ppoossttaaggee  iiff  yyoouurr  mmaaiill  wwoonn''tt  bbee  rreeaadd  bbyy  ssoommeeoonnee  sswwaammppeedd  bbyy  mmaaiill  

  
OOrrggaanniizzaattiioonnss,,  IInnvveessttmmeenntt  CClluubbss,,  EEttcc    

Tremendous source of leads because you are less of a stranger 

 
DDiirreecctt  SSoouurrcceess,,  CCoommmmeerrcciiaall  PPrrooppeerrttyy  OOwwnneerrss  

AA  ddiiffffiiccuulltt  ssoouurrccee,,  eexxcceepptt  bbyy  ddiirreecctt  rreeffeerrrraallss,,  wwhhiicchh  aarree  lliikkee  ggoolldd  

  
PPootteennttiiaall  ddiiffffiiccuulltt  iissssuueess  ––  uussee  ccaauuttiioonn::  

��  DDeeaallss  tthhaatt  hhaavvee  bbeeeenn  sshhooppppeedd  &&  ddiissaapppprroovveedd,,  aallrreeaaddyy,,  ffoorr  lleeggiittiimmaattee  rreeaassoonnss  oorr  aarree  
pprreesseennttllyy  bbeeiinngg  sshhooppppeedd  bbyy  tthhee  bboorrrroowweerr,,  oorr  aannootthheerr  oorriiggiinnaattoorr,,  ""ttoo  hheellll  &&  bbaacckk""  

��  PPrrooppeerrttiieess  &&  mmoorrttggaaggee  ttyyppeess  tthhaatt  aarree  ssiimmppllyy  nnoott  ooff  iinntteerreesstt  ttoo  lleennddeerrss  ((ssppeeccuullaattiivvee,,  
nnoo--ddoocc,,  eettcc))  

��  CCoo--bbrrookkeerreedd  ddeeaallss  ––  bbee  aawwaarree  ooff  ccoonnttrrooll  iissssuueess;;  wwhhoo  ccaann  pprreesseenntt  aanndd  nneeggoottiiaattee??    
QQuueesstt  iinnssiissttss,,  iinn  mmoosstt  ccaasseess,,  iinn  ddeeaalliinngg  ddiirreeccttllyy  wwiitthh  tthhee  pprriinncciippaallss  

��

RReemmeemmbbeerr  ttoo  CCaappiittaalliizzee  oonn  tthhee  vvaalluuee  ooff  BB22BB  ––  RReemmeemmbbeerr  BB22BB  &&  tthhiiss  ppiiccttuurree::  

22    00  

TThhaatt  ddooeessnn''tt  rreeffeerr  ttoo  bbuussiinneessss  ttoo  bbuussiinneessss..    IItt  mmeeaannss  BBeellllyy  ttoo  BBeellllyy..    TTrryy  ttoo  ggeett  
yyoouurrsseellff  iinn  ffrroonntt……rriigghhtt  iinn  ffrroonntt……ooff  2200  ppeeooppllee  aa  ddaayy,,  bbeellllyy  ttoo  bbeellllyy,,  aanndd  
iinnttrroodduuccee  tthheemm  ttoo  tthhee  sseerrvviicceess  yyoouu  ccaann  ooffffeerr..    YYoouu  sshhoouullddnn''tt  bbee  aa  ""ppeesstt"",,  bbuutt  
tthhee  ffuurrtthheerr  yyoouu  ggeett  ffrroomm  ddiirreecctt  ccoonnttaacctt……pphhoonnee,,  IInntteerrnneett,,  eemmaaiill  oorr  ""ssnnaaiill""  
mmaaiill……tthhee  lleessss  eeffffeeccttiivvee  iiss  tthhee  ccoonnttaacctt,,  aanndd  tthhee  mmoorree  lliikkeellyy  yyoouu  aarree  ttoo  bbee  
ddiissppllaacceedd  bbyy  tthhee  nneexxtt  ppeerrssoonn  tthhaatt  ooffffeerrss  aa  ssiimmiillaarr  sseerrvviiccee  ffaaccee  ttoo  ffaaccee..  
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PREPARING FOR PRE-QUALIFYING OF A PROSPECT: 

Olen Soifer, Quest Funding Services, 11-11-2010 
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PREAPPLI CATI ON QUALI FYI NG/ PRI CI NG QUESTI ONS:
Affiliates &  Originators:  Don't  w aste your t im e, or  m islead a custom er, by subm it t ing their  applicat ion for  funding for

w hich they cannot  qualify or  afford.  Ask &  answ er these quest ions &  subm it  this sheet  together w ith the init ia l

funding inquiry, so that  Quest  Funding Services can prequalify custom er for  the m ost  appropriate funding opt ion.

ANSWERS

ANSWERS

ANSWERS

QUESTI ONS FOR OW NER OCCUPANTS/ MANAGERS

QUESTI ONS FOR CONSTRUCTI ON OR REHAB LOANS

QUESTI ONS FOR NON- OW NER OCCUPANTS/ MANAGERS

Fill in &  Em ail, w ith I nit ia l I nquiry Form  to: inbox@quest funding services.us

Affiliate/ Originator: _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _    Contact  I nfo: _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

Applicant  Nam e: _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _   Property: _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

    ( NOO not  available in all states)

)
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Mortgage Basics - Ratios: 
Instructor: Olen Soifer 

 
There are the two main Ratios we deal with in the residential loan origination process, & at least one, or more, additional 
ratio in commercial financing.  These ratios, and the manipulation of them, are a large part of the business.  As a 
processor, you will soon come to realize that most of the processing and calculating requirements are defined by those 
ratios.  

From the loans required ratios, we get an idea of what we need to know about a borrower to qualify them for a loan; the 
questions we must ask them; and the documentation we need from them to support the answers.  The ratios will ultimately 
decide, for us, what programs, rates and fees a borrower will qualify for so that the lender can successfully underwrite and 
close the mortgage for the customer: 

1. General points to remember about ratios: 
a. Ratios are simply a means of comparing one number to another by stating the first number as a fraction of 

the second number. 
b. When we refer to a ratio as Number A to Number B, the word “to” means “divided by” 
c. To convert a “dot” (decimal) fraction to a percentage: 

i. Multiply by 100…accomplished by moving the decimal 2 places to the right.   
ii. Insert a zero as a place-holder if necessary 
iii. In contrast, remember that we don’t use percentages directly in math…first we convert the to 

“dot”, or decimal fractions by moving the decimal LEFT two places, adding zero placeholders as 
necessary. (ie: to multiply a number by 50%, first change it to 0.5, and then do the math.) 

2. Loan to Value:  LTV is the loan size divided by Value; expressed as a percent 
a. The smaller the loan is, compared to value, the easier is loan approval OR the lower the rate will be 
b. Loans over 80% of value require mortgage insurance (MI) OR a higher rate if the MI is lender paid 
c. Re: Mortgage Insurance: 

i. MI protects the lender from a loan going bad. It is not the same as homeowner’s insurance. 
ii. MI is not tax deductible…thus, the popularity of second mortgages.  Even though the second 

mortgage interest rate is often more than the first mtg rate, the interest paid IS tax deductible 

3. Debt to Income:  DTI is the borrower’s monthly debt divided by income; as a percent 
a. The lower the borrower’s debt is, when compared to income, the easier is loan approval OR the lower the 

rate will be 
b. Income is monthly GROSS 

i. Use yearly income divided by 12, NOT weekly income multiplied by 4 
ii. Any regular deductions shown on paychecks (levies, child support, etc.) should be deducted 
iii. Salaried borrowers…use present income regardless of length of employment 
iv. Hourly employees…average out 2 years of gross earnings 
v. Self-employed…average out 2 years of AGI (adj. gross income) which is on the bottom of page 1 

of the 1040 tax return 
c. Debt to Income has two parts: 

i. Top Ratio is the mortgage related debt, PITI (Principal & Interest, real estate Taxes, 
homeowner’s/hazard Insurance) divided by monthly gross income 

ii. Bottom Ratio is the mortgage PITI AND consumer debt that appears on the credit report (cr. 
cards, personal loans, car payments, school loans, etc.) divided by monthly gross income 

4. Debt Service Coverage Ratio:  DSCR is the gross rental income on a commercial (income) property divided by 
the net operating income (NOI), expressed as a decimal fraction. 

i. The NOI is the income from a business or income property, less the expenses, except for income 
taxes and the mortgage payment itself 

ii. Added back to income is any depreciation & monies put away for future (deferred) maintenance 
iii. A percentage of the gross rent is always deducted as a vacancy factor. On multifamily properties, 

the vacancy factor is 5%. On retail/office/industrial properties, the vacancy factor is often the 
actual market vacancy in the area, which could be 15-20% or more. 

iv. Other expenses usually included (even if not actually spent on a particular property) are: taxes, 
utilities, maintenance, insurance, an external management fee, common area expenses, etc, 
which reduce the DSCR. 

v. DSCR needs to be as high as 1.50 to 2.00 for the best rates, but (with higher rates) can be as low 
as 1.00 or even less. 

5.    Net Worth to Loan Amount:   While a residential lender may want to see that the borrower has 2-6 months of 
P&I payments in savings, a commercial lender may require that the borrower has assets, partly liquid, equal to the 
loan amount or even 1.5 to 2 times the loan amount.  Less assets could mean rejection or a higher rate. 
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Mortgage Numbers & Ratios: 

 

1. Credit Scores:  Two borrowers are jointly applying for a commercial loan.  They have these 
credit scores:  Borrower A - 642, 693, 665; Borrower B - 702, 685.  Which score(s) is relevant 
to the lender?  For each Borrower:  A - 665; B - 685;  For both borrowers:  665.  The middle 
score, or lower of two scores, is used for 1 borrower, and the lowest of those relevant scores is 
used for multiple borrowers. 

2. Commercial Ratios: 

Sample Information: 

$1,000,000 Sales Price 
$650,000 Loan Request 

$8,000 Gross Monthly Rent 
$3,000 Monthly Expenses 

Anticipated lender will loan up to 70% Loan-to-Value (LTV) for a 10 year loan @7%, amortized 
over 25 years.  The property is new & in a desirable neighborhood, so the lender will accept a 

Capitalization ("Cap") rate of as low as 6%.  The Debt Service Coverage Ratio ("DSCR") must be 
at least 1.25. 

Is this loan "do-able"? 
 

A. Net Operating Income = Gross Rent - Expenses = $5,000/mon or $60,000/year 

B. LTV = $650,000/$1,000,000 = 65% 

C. "Cap" Rate = Annual NOI/Total Investment = $60,000/$1,000,000 = 6% 

D. Mortgage Payment Requested, @7%, 25 yr, $650,000 = $4,594.06 = $55,128.72/yr 

E. DSCR = NOI/Annual Debt Service (mtg paymt) = $60,000/$55,129 =  1.09 

Is this loan fundable?  The "Cap" Rate is fine, as is the LTV.  But, no, "it won't fly" 
because the DSCR is below the lender's guidelines.   

F. To determine the maximum loan amount, we would work backwards from the NOI: 

 Divide monthly NOI by lender minimum DSCR to get the maximum mortgage payment:  
$5,000/1.25 = $4,000 max mtg payment.  Convert to maximum mortgage amount by 
using the lender's amortization period & rate:  $566,000  ($4,000.37 P&I paymt).   

Thus, the borrower would need to put down $84,000 more than originally planned OR he 
would have to convince the lender that the NOI is unusually low (from, for example, bad 
management) and can be increased to 1.25 times the originally desired mortgage 
payment:  $4,594.06 x 1.25DSCR = $5,742.58   



Multi Family 

Total actual income from rentals  

Total actual income "other" items, laundry, pet fees, parking, etc.  

Total market rent on vacant units  

Total additional "other" income with no vacancies  

Total potential income, rent & other items, with no vacancies. (Sum of above)   

Number of units   

Deduct 5% or actual vacancy, depending upon U/W guidelines   

EGI or Effective Gross Income   

Deduct 5% of from EGI for outside management fees   

Deduct all expenses. Property taxes, insurance, maintenance, labor, legal/accounting etc.   

Deduct 2-3% for reserves &/or deferred maintenance   

Result is NOI or net operating income   

Enter the DSCR required Debt Service Coverage Ratio.    

Divide the NOI by the DSCR for the maximum amount available to pay the mortgage.   

Work backwards from the monthly max mortgage payment to get max mtg amount  

Divide mortgage amount by max LTV to get sales price with minimum equity amount  

Divide mortgage amount by list price to find effective LTV (treating price as value)  

Divide NOI by appropriate cap rate to get a profit-based value  

Divide max mortgage payment by profit-based value to get LTV  

Commercial 

Total potential income for all commercial space, including common area 
reimbursements, percentage rents, property tax reimbursement etc. 

  

Total gross interior square feet   

Deduct 5% or actual vacancy or actual vacancy   

EGI or Effective Gross Income   

Deduct 5% or market cost from EGI for management fees   

Deduct total of all expenses. Property taxes, insurance, maintenance, labor, 
legal/accounting etc. 

  

Deduct $0.20 per square foot for reserves   

Deduct $0.90 per square foot for Tenant Improvements and Leasing costs   

Result is NOI or net operating income   

Enter the DSCR required Debt Service Coverage Ratio.    

Divide the NOI by the DSCR for the maximum amount available to pay the 
mortgage. 

 

 
Note factors and ratios vary with area, time, property type & condition.  Get appropriate figures for your use. 
 
Last revised by Olen Soifer, 7-27-2010 
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