Lenders will be looking to rural Alaska

by Carlton Smith
foir Al Tumidrs Tiomes

Loan officers whir consider com:
mercial real estnte loans today will
fook at @ host of factors that, taken
together, will determine the success o
latlure of a new loan proposal

Lat's take the exumple ol a corpor:
ton wishing 10 borrow lunds 10 build
a new affice building m their com:
ity The project, approved by the
board of directors, 1s designed 1o
howse the corpormtion’s offices amnd 1o
provide needed olfice space (0 othi
businesses and government agencies
lovally

In our example we'll provide our
bunk officer with o (ot project value
on cormpletion of $5300,000 witl the
wirtk 1o be comprletod by fovil comtre
s onwd wsing lowal loben

In the lnst arocle, we spoke with
Chns Anderson. vice president of Key
Hapk of Aliska. Using the esample
whiove, Aaderss ststed thug for this
type ol prigect, there are ut least six
Factors that o lender might consider o
ng:

*A loan package presemted w the
bank should mclude u File of signed
leases tor the tenants who aintend (o oc
capy the space, including the corpora:
tion that will become s eventual
owner, These leases will Torm the
buckbone of the applicant’s prood of
A potential ncome  strem over o
period of tme that will seérvie o amog
tize the loan

o The puckuge should include some
bocal and regional morkel research,
which will ideally mclude a fctusl ex-
giminatiion of the economie climate in
the arca, with labor statistics, popula:
won dota, a review ol competitor
buildings in the commwnity, and if
possible, o review of the vacancy rales
for the type of space that 15 plaoned
w be built.

*The applicant corporation seeking
ter build should provide current finan:
cial statements for the corporation
which will help the tunk determine the
financial stability of the corporation
and gain an appreciation for the other
Financial ohligations of the company .

*The proposed project o be built
should be sited - a good location,
designed  for  efficiency, and  the
butlding plany should also consider b
mmintenance plan that will address
building upkeep on construction

*[Due o the preal wnpact on
operating costy, Tuel elficiency also
was cuted as an important clement
butlding design and operation

«The proposed building  should
demonstrate that il is compatible with
the existing structures in the comnnm-
ty. The danger here to avoid s over-
building i a location where the stan:
dards of construction are more basic

This issue reflects potential Tiabili
ty. on the part of the lender I the
building 15 a finangial falure and must
be repossessed by the lender and found
ter be unsuitable for another user in the
community due 1o its style or floor
plan and appegrance or cosi.

Andd, an overbuilt strocture is 8 nisk
e the purchaser/developer if the
building cannot be sold at a loter ime
by its owner because it does not “fir”
into the general pattermn of building use
In a community.

Where no track record of commer-
cinl real estaic lending has been car-
ricd out in the past, both lender and
applicant for funds face a challenge
According to Key Bank's Anderson,
lenders must get o comfon level with
several local issues before a pattern of
successful lending can begin.

On top of the list is an accummte pic-
ture of the current inventory of of-
fice/commercial space in the com-
munity. A lender will then get o feel
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for the demand for space, and the
cconomy ol a city itsell

Then, on g more personal basis, the
Mayers nesd 1o be wlentilied, such s
the contractors who will become in-
volvesd m the comstruction. They negd
W be intervicwed widd conmilted o
determune ther Hinancial capabilities
Ve end resali io o more local review
ol @ prrogeet 15 i leaming prrocess hiv
thie Jemder wnd a learming process fo
the potentinl customers involved

Lomg: e, aeoondimg o Anderson,
a madesized progect such as this wyll
contribute o w lender™s data base of
iformation, and the contocts mpde
will help develop longer term reladion
ships with o community not now be
ing served by regalor banking activity

While muany ““conventiomal " banks
operale i dozens of scatiered rural
locations statewide and offer bath local
service and centralized loan progoms
with  decisionmakers in Alusku's
lurgest cities, there are rgeted ¢om
munities i severnd areas that may soon
have banking services provided i
their economies improve

A lending program sponsored by
Commumiy Enterpnse Development
Corp. and teamed with the National
Cooperstive Bank offers some oppor-
turity for commerciad lending Tor pro
jects in Alaska, according 1o Alan
Williams, CEDC s vice president foe
loane

Willinms commented on the need
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fol avcariie informuation peovided 1w
the lender about the projected future
of cush flows moo commerncl venture,
particularly where real estate progects
are o part ol the overall proposal
Accordmg to Williams, the involve
ment ol the Natwonal Cooperative
Hank may soon ivolve wore real
estte projects and other commerical
ventures An-ytte, provided that the
meeds are well documemed and clear
trends for the future demand Tor the

lacilinigs can be provided

The National Cooperative Bank will
participate with o lead bank oc will
participate fully i a new loan, Com
pensiting balances — depostts in the
bk — are oot reguired by NCB when
limns are made

Keul estute lending m Alaska wall
never gain see the fever piteh of ac-
bvity which wan spawned by the oil
boom of the 808, with scores of
lenders competing (ot lucrative bank
fees and servicing comimacts. But with
much of Alaski's fulure  resource
development o occur in staging ureds
eutsade of urban arcas, e opportunity
to horrow for projects i rural Aluskn
iy urn them il mise Iw-'.lm!:
stitble amd expandable projects when
the “rew ™™ lending patterns sposi
NEw rects

With thoroogh preparation amd un
cllort o understand Tocal Conditions
outside of urban Alaska, the lenders
ol the "3k iy Dieed s ol thear best
lodige-term . cstormers e ooir ol
Ot es

Corlton. Suiith o an syt
hroker of real estafe and a direcior
eif il Ria Corpy




