HOW TO STRENGTHEN

YOUR CAPEX STORY:

What Lenders Value Most.
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In today's commercial real estate market, capital expenditure (CapEx) planning has become one of the most critical
parts of the lending discussion. Operating costs are rising, assets are aging, and credit conditions are tighter than they
have been in years. For CRE leaders navigating this environment, a clear and well supported CapEx plan is essential.

It can enhance credibility, strengthen your position with lenders, and directly improve loan outcomes. The strongest
borrowers are those who come prepared to show how their investment strategy supports both the property and the
long term business plan.

A thoughtful CapEx plan has shifted from a behind the scenes task to a core element of strategic planning. It helps
lenders understand your vision, discipline, and ability to execute. In a market where every detail counts, your CapEx
plan becomes a meaningful advantage in the lending process and a powerful driver of lender confidence.

WHAT LENDERS EXPECT IN A STRONG CAPEX PLAN

Lenders look for clarity, alignment, discipline, and risk management. The first priority is specificity. A solid plan includes
detailed line items, timelines, and cost assumptions that show you've done your homework. Vague estimates make it
harder to assess feasibility and hurt your credibility.

Lenders also want to see how your plan supports performance. Improvements that boost NOI, increase tenant
retention, or support repositioning carry more weight because they tie directly to cash flow and valuation.

Evidence of discipline also matters. Vendor quotes, engineering reports, reserve studies, and maintenance history
help validate your assumptions by showing how your plan reduces risk. Emphasizing proactive attention to deferred
maintenance, compliance requirements, and system life cycles will strengthen your plan.

HOW TO PRESENT A CAPEX PLAN TO A BANK

The most effective borrowers tell a clear story about the asset. Start with the property’s current condition, competitive
position, and long-term vision. This context helps the lender understand why your plan matters and how it fits into the
broader strategy.

Next, show the calculations. Lenders want to see how improvements will affect NOI, valuation, and overall
performance. Even rough estimates show you understand the financial implications. When you can clearly articulate
expected RO, it makes it easier for the bank to underwrite the investment.

Demonstrating readiness is equally important. Lenders want to know that you have the right project management
structure, contractor relationships, and contingency plans in place. These details build confidence that you can deliver

on time and within budget.

Finally, connect your CapEx plan to cash flow. Show how improvements will be funded without destabilizing
operations. A lender’s biggest concern is whether the property can support both debt service and the planned work.
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HOW LENDERS EVALUATE YOUR CAPEX PLAN

During underwriting, lenders evaluate CapEx plans through four lenses: risk, timing, cash flow impact, and borrower
strength. A strong plan reduces collateral risk by addressing key issues before they become problems. Lenders also
assess whether your schedule aligns with loan maturity, stabilization, and lease rollover. They closely examine how
your plan affects DSCR and the property’s ability to support improvements and debt service. Your track record,
liquidity, and execution ability also influence how the bank views your plan.

HOW CAPEX PLANS INFLUENCE LOAN STRUCTURE

Your CapEx strategy directly impacts loan terms. Lenders may require reserves or replacement reserves depending on
the scope and timing of your plan. Holdbacks are common when funds need to be released after work is completed or
verified. CapEx needs can also shape DSCR covenants, amortization schedules, or interest-only periods. Sometimes,
lenders may allow flexibility to reallocate reserves or adjust the plan as conditions change. The stronger your plan, the
more flexibility you are likely to get.

A well-supported CapEx plan builds credibility and negotiating power. It can lead to better loan terms, lower reserve
requirements, and a smoother underwriting process. Most importantly, it helps lenders become true partners in the
long-term performance of the asset.

A STRATEGIC ADVANTAGE

In today's environment, CapEx planning is a strategic advantage. Borrowers who present clear, data-driven plans
give lenders the confidence to structure loans that support both the asset and the long-term vision. As a relationship
banker, my goal is to help clients use CapEx planning as a tool for stronger outcomes and more productive
conversations. The more prepared you are, the more effectively we can advocate for you and help you secure the
structure that positions your property for success.
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