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Lending as It Should Be...

This Lending Guide captures the principles and processes we have perfected to offer FASTER, SIMPLER, and 
BETTER Loans.

Since 1974, The Loan Company has served San Diego County by providing private 
commercial real estate loans as a direct lender to people following their dreams to 
build a better future for themselves and for our area. Now in our fifth decade, we have 
made over 1,200 loans approaching $500,000,000 in principal amount. We currently 
manage a loan portfolio of over $150,000,000.

From the beginning our vision was to be the premier private commercial real estate 
lender in the San Diego area. We have relentlessly pursued excellence to be the very 
best.

In the pages that follow, we share detailed information on how we operate and how you can effectively work 
with us to obtain commercial real estate financing. As a company our goal is to treat you just as we like to be 
treated. As many of our clients testify, that results in a unique borrowing experience that is fair, easy, speedy 
and effective.

We are proud and grateful that treating others the way we would like to be treated has resulted in many long 
term relationships with clients who continue to engage The Loan Company for commercial financing.

We hope you find the information in this booklet informative and useful. We welcome the opportunity to 
serve you.

John P. Lloyd
President
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 Reliable
The Loan Company of San Diego has operated 
since 1974 successfully serving San Diego County 
and thriving in spite of numerous economic 
downturns. We do not rely on individual investors 
to fund loans, but rather through Partners’ collective 
investments in the entity of The Loan Company 
of San Diego, a California Limited Partnership. We 
have the liquidity to accommodate our borrowers’ 
requests and always remain open for business. 

 Integrous
We operate by the Golden Rule, “Do unto others as 
you would have them do unto you.” We exist because 
of integrity in all our business transactions. We do not 
charge upfront fees and we only get paid when we 
perform.

 Focused
We exist to help our borrowers, investors and 
employees achieve their personal financial goals. 
We are not real estate investors, developers or 
property managers. The Loan Company is a direct 
private lender which provides real estate investment 
financing to our Borrowers and a fixed income 
investment to our Partners.

 Responsive 
We provide pre-approval letters for our qualified 
borrowers immediately upon request. We quote 
a loan rate and terms usually the day of inquiry 
and can close a loan within several days of the 
loan request. We make funding a loan quick and 
easy by bypassing many of the constricting credit 
requirements placed on borrowers by other 
conventional lenders.

What makes The Loan Company 
unique from other private lenders?

 Creative
We can creatively structure a loan in “out of the 
box” situations to accomplish a borrower’s goal. 
We typically do our own in-house appraisals saving 
the borrower upfront costs. We use a common 
sense underwriting approach. Borrowers that 
have properties that are not currently cash flow 
producing can be offset with options such as cross 
collateralization.

 Flexible 
We consider a borrower’s circumstances when 
underwriting a loan and are open to alternative ways 
of accomplishing the financing request. For example, 
we can fund cash out refinances and utilize cross 
collateralization with other properties in order to 
offset a shortage of borrower liquidity. 

 Capacity 
We are a Limited Partnership and a direct lender with 
over $150 million in loan commitments. We maintain 
adequate liquidity to accommodate our borrowers’ 
loan requests from $150,000 up to $4,000,000. We 
provide both bridge loans and permanent financing.

 Patient 
When it comes to working with distressed borrowers 
in difficult circumstances we always try to treat our 
borrowers as we would like to be treated and look 
for a positive resolution when possible. It is not our 
intent to own real estate, nor in our best interest. 
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 Local 
We focus our lending primarily in San Diego County. 
We know the local real estate market and have 
established relationships that make closing a loan 
quicker and easier for the borrower. 

 Competitive Pricing 
Our pricing is competitive, fair and consistently at the 
lower cost range for private money in San Diego.

 Broker Friendly 
We value our mortgage broker relationships and 
support a collaborated effort to make it quicker and 
easier for the borrower to obtain financing.

Dealing with  
The Loan Company is always 
an efficient, seamless and 
professional process.

You always deliver what was 
discussed...and then some.
 

Francis Winfield 
Sunrise Mortgage  
& Investment Company
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Step by Step Process to Expedite 
Funding Your Loan

We want to make obtaining a loan from The Loan 
Company of San Diego an easy and enjoyable 
experience. We are in the business of making good loans 
quickly. The better prepared you are in presenting your 
loan request, the easier it is for us to give you an answer 
and close your loan. We request only common  sense 
information necessary to underwrite the loan for approval; we emphasize the quality of information rather 
than quantity. 

Our typical loan application and approval process can work like this:

Step 1: Rapid Review 
Options:

 Call The Loan Company at 619.293.7770 ext. 20 
and verbally explain your request

 Email your request to John Lloyd at jlloyd@
theloancompany.com or aparanada@
theloancompany.com

 Complete our Rapid Review Loan Application: 
www.theloancompany.com/rapidreview

Upon receipt of your request, we will give you an 
answer immediately as to whether your request fits 
within our general loan parameters. We provide 
pre-approval letters for our qualified borrowers 
immediately upon request.

Step 2: Loan Structured
Assuming the initial loan request fits our general 
loan parameters, The Loan Company of San Diego 
will contact you within 24 hours from the initial 
request and provide you with loan terms, subject to 
any applicable conditions, and a short list of items 
required in order to obtain final approval. If you 
accept the loan proposal terms we will open escrow, 
if not already open, and start the loan process with 
NO upfront fees under most circumstances.

Step 3: Documentation
You provide The Loan Company with the requested 
information. When underwriting loans, we look 
primarily at the real estate. However, we do request 
basic borrower financial information to support the 
ability of the borrower to repay the loan.

List of items required:
 Pertinent property and borrower information (e.g., 
location, tenants, rent roll, bldg. sq.ft., age, land 
area, cost, operating statement, etc. if applicable)

 Digital photos (if available) and a physical property 
inspection

 Personal Financial Statement with real estate 
schedule (or 1003 loan application)

 Personal Tax returns for the previous two years
 Borrower Credit Score (if not available, we will 
order the report)

 If the borrower is a corporation, LLC or partnership, 
all the necessary financial statements and tax 
returns, as well as the entity documents, will be 
required (typically we require personal guarantees).

To expedite the application process, go to our 
website www.theloancompany.com and click on 
for Borrowers/Process and see the list of forms under 
Borrower Resources.
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Step 4: Final Approval
Once all information is collected and our due 
diligence is completed the loan is underwritten for 
final approval. If approved we move to the final step.

Step 5: Loan Closing
We complete the loan documents for signing. Once 
all documents are executed, with approval from 
escrow and the title company, we proceed to fund 
and close the loan. The whole loan process from 
start to finish can be completed in as little as 5 
business days.

The Loan Company acted 
quickly when we needed 
them to without a hitch. We 
closed our deal fast and we 
are very satisfied along with 
the seller.

Hy Sao
Member
MTH Mast Energy LLC
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How The Loan Company  
underwrites, processes, funds and 
services real estate investment loans

We want to make receiving a loan from The Loan Company as easy and quick as possible.  Your goals will be 
better accomplished once you know how we underwrite, process, fund and service a loan. 

UNDERWRITING
Underwriting is the process used to determine if the risk of offering a real estate investment loan to a particular 
borrower is acceptable under certain parameters. 

We use the following four underwriting parameters (four C’s):

Collateral
Refers to the type, value, and use of the property and anything related to these property aspects.

Capacity
Refers to the borrower’s ability to make the payments on the loan and available assets to secure the loan. 

Credit
Refers to the review of how well a borrower manages his or her current and prior debts.                 

Character 
Refers to the integrity of the borrower.
We put the most emphasis on collateral and character when underwriting a loan, however, we also take seriously 
the other two parameters.

2 Key Questions
We ask ourselves two important questions as underwriters that need to be answered “Yes” before we make a 
loan: 

  If I was the borrower, would I do this deal? It needs to be a feasible and profitable deal for the borrower. 
  Would I make this loan out of my own personal funds?



 

9The LOAN KIT  Lending Guide

CA BRE Lic. #01376920

Key points and features to know and understand about how The Loan Company underwrites a loan:

PROPERTY COLLATERAL TYPES
Most income producing commercial or residential investment properties are allowed as security for a loan. These 
include but are not limited to the following:

Property types - NOT allowed as security for a loan 
 Vacant unimproved land

 Owner occupied property. This includes single family residences or any property where the owner occupies 
the property or a portion of the property as a personal dwelling. For example, an apartment complex where 
the owner lives in one of the units as his primary residence would be considered an owner occupied residence 
and a prohibited property for The Loan Company.

 Leasehold interest properties except where there is a long term lease in place and some sort of acceptable 
cross collateral. 

LOAN PROGRAM FEATURES 
 Cross collateral for additional leverage
 Close as fast as 3-5 days
 Emphasis on collateral and borrower capacity over credit
 Cash Out Refinance
 Flexible amortization schedule
 No interest charged on undisbursed balances
 No-prepayment penalty options available
 Distressed Borrower Loans
 Financing to accommodate 1031 Exchanges
 Brokers protected

Apartment

Retail Centers

Auto Body Repair

Multifamily

Mobile Home Parks

Restaurants

Industrial

Self Storage Facilities

Hospitality Hotel/Motel

Mixed-Use

Owner Occupied - 
Commercial

Office Buildings

Liquor Stores/ Taverns

Convenience Stores

Special Purpose Properties
SFR - Non-owner occupied 
Only

New Residential 
Development

Gas Stations

Conversions

Warehouse

Pawn Shops

Car Wash

Medical Office

Research & Development
1-4 residential Units/Non 
Owner Occupied

Single Tenant properties

Improved Land - income 
producing
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Bridge Loan/Rehab loan  
(12-18 months usually interest only)

Mini-Permanent Loan  
(2-3 years usually amortized up to 30 years)

Permanent Loan   
(3-5 years usually amortized up to 30 years)

 Typically fund control often NOT required on rehab loans with holdbacks
 No upfront loan fees (only on exception basis)
 Minimal appraisal requirements
 Typically 2pts. for permanent loan with a prepayment penalty
 Prepayment penalties can be waived with a 1pt. fee at closing
 Typical prepayment penalty is 6 months interest the first three years and three months interest the remaining 
two years on a five year term

 Foreign National Loans
 Allow 20% principal pay down per year with NO prepayment penalty
 1 point to assume a loan
 1 point to extend a loan for another term
 Up to 30-year amortization
 Bridge/Rehab Loans
 Lines of Credit
 Permanent loans up to 5-year term
 Interest Only Loans
 2nd Trust Deed loans—on exception basis only
 Ground Up Construction Loans

LOAN TYPES 
2nd Trust Deed Loan  
(Exception Basis Only) 
(1-5 years usually amortized up to 30 years)

Construction Loan  
(12-24 months interest only)

Line of Credit  
(12-18 months interest only)

Any of the above loan types can be a hybrid loan (e.g.: Interest only up to 18 months then amortized; with the exception 
of the construction loan and line of credit that are strictly interest only.)

 12-18 months   /  1-3 years   /  5 years 
 May include interest only, interest only for up to the first 18 months and/or amortized up to 30 years. 
 May only extend beyond a 5-year term on an exception basis.
 Can be renewed or extended for multiple terms subject to the normal underwriting guidelines. 

GENERAL LOAN TERMS

LOAN AMOUNT RANGE
 $150,000 - $4,000,000
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KEY UNDERWRITING RATIOS
The Loan Company utilizes three basic underwriting ratios for determining the loan amount depending on 
the loan type and property circumstances:   

 Loan To Value (LTV)
 The Loan to Value Ratio (LTV) is defined as:

Loan-To-Value Ratio   =  Total loan balances (1st  mtg+2nd mtg+3rd mtg)   
 Fair market value 

Loan-To-Value ranges typically range from the 60-75% range depending on the property type.

 Debt Service Coverage Ratio (DSCR)
 The Debt Service Coverage Ratio (DSCR) is defined as: 

Debt Service Coverage Ratio   =  Net Operating Income   
 Debt Service

Net Operating Income is the income from a rental property after deducting for vacancy, real estate taxes, insurance, 
repairs and all other operating expenses; and Debt Service is the mortgage payment on the property. Depending 
on whether the property is stabilized or not the actual or projected Net Operating Income (NOI) is used. Minimum 
(Debt Service Coverage Ratio) DSCR 1.05-1.10:1 using The Loan Company start rate & 30 year amortization.

 Loan To Cost Ratio (LTC)
 The Loan to Cost Ratio (LTC) is defined as:

Loan to Cost Ratio (LTC)   =  Total Loan Amount 
 Total Project Costs

This ratio is used on newer properties or properties where a major rehab or construction loan applies. Maximum in 
the 70% range (depending on property type)

Scenarios for Calculating the Loan Amount
 FAST SELL: If the purpose of the loan is to purchase or refinance a property where the exit strategy is to sell 
the property in the short term (usually within 6 months or less) with no real added value, the LTV ratio will 
drive the loan amount.

 INCOME PROPERTY:  If the purpose of the loan is to purchase or refinance a property where the intention 
is to hold the property as a rental or investment property longer term with no real added value, the net 
operating income (DSCR) will drive the loan amount.

 PROPERTY IMPROVEMENT WITH INTENTION TO HOLD OR SELL:  If the purpose of the loan is to 
purchase or refinance a property where the intention is either to hold or sell the property with real value 
added (e.g., remodel, construction, entitlements, zoning, etc.) then the LTC ratio will also drive the loan 
amount along with DSCR if held long term. The LTV ratio will drive loan amount if held short term.

 CONSTRuCTION LOAN: Ground up construction - 70-80% LTC with a max. 60-65% LTV ratio on improved 
value. If the intention is to hold the property as a rental or investment property longer term, the DSCR will 
also drive the maximum loan amount.
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 REHAb LOANS /(FIx & FLIP RESIDENTIAL PROPERTIES): If it is a purchase, the initial disbursement 
maximum is 75% of the purchase price with a maximum loan commitment of 65% of the after repair value 
(ARV). The holdback for improvements will be calculated by taking the maximum of 80% of the total cost 
(purchase price plus capital improvements not including closing & financing costs or 65% of ARV whichever is 
lower) less the initial disbursement investment. Therefore, the maximum loan commitment is either 80% of the 
total cost or 65% of the ARV, whichever is lower.

    Example (fix and flip loan):  Purchase price is $400,000. Capital improvement budget is $40,000 for a total cost 
of $440,000. After repair value (ARV) is $520,000.  The maximum loan commitment is 80% of total cost or 65% 
of ARV whichever is lower. Therefore, the maximum loan amount is 65% of 520,000 or 338,000, which is 77% of 
the total cost.

 LOAN AMOuNT PARAMETERS: The minimum loan amount is $150,000. The maximum loan amount is 
based on % of total capital and is currently in the $5 million dollar range. Our sweet spot is in the $500,000 to 
$338,000 range.

There is no exact formula in determining the loan size and on occasion certain circumstances will support deviating from 
the guidelines. In general, the above guidelines are followed in determining the loan amount for each loan request.

PROPERTY VALUATION
There are three valuation methods:

  Sales Approach   Cost Approach   Income Approach

Most loans under $1,000,000 will not require a formal appraisal. On those loans an internal property valuation 
will be done by The Loan Company Underwriter using one or more of the three approaches to value which best 
fits the specific property type. However, The Loan Company reserves the right to require an appraisal on certain 
property types and loans regardless of loan size (e.g. where the valuation is considered more difficult given the 
internal resources, a highly leveraged loan, or a larger construction or special purpose property).

 Sales Approach
The Sales Approach to value bases its opinion of 
value on what similar properties (otherwise known 
as “comparables” or “comps”) in the vicinity have 
sold for recently. These properties are adjusted for 
time, acreage, size, amenities, etc. as compared to 
the property that is being appraised. Understanding 
which (and to what extent) adjustments are 
reasonable for a given market area (for a given 
property) relies on the experience of the appraiser.

The Sales Approach is most often used as the 
valuation method for residential investment 
properties where comparable sales are readily 
available and the exit strategy to sell is within 12 
months. 

 Cost Approach
The Cost Approach seeks to determine how much 
a property would cost to replace (meaning rebuild) 
after subtracting accrued depreciation. Accrued 
depreciation is the reduction in actual value of 
property over a period of time as a result of wear and 
tear or obsolescence. The term reproduction cost 
is used if an exact replica of the original property 
is produced. The term replacement cost is used 
if a property is rebuilt with comparable utility, but 
utilizes current design and construction methods 
and materials. 

The cost approach is considered to be more 
reliable when used on newer construction. 
The methods and results of the cost approach 
are considered to be less reliable with older 
construction.
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The cost approach to value is frequently the 
only approach that is considered to be reliable 
when appraising special use properties such as 
commercial/industrial properties or public properties 
such as libraries, schools or churches which are not 
traded on the open market.

 Income Approach
The Income Approach is most often used when 
a property generates income for its owner. 
That income, or potential for income, helps to 
substantiate, calculate or identify the market value of 
the property. Apartments, office, retail and industrial 
buildings are examples of income-producing 
properties. Whether projected or actual gross rental 
income is used in the income approach analysis 
will depend on how the laon is underwritten and 
structured.

1. First, determine the Net Operating Income  (NOI):
Gross Rental Income
Less: - Vacancy
 - Operating Expenses
 - Reserves       
       NOI

2. Second, identify the Capitalization Rate (Cap Rate) 
acceptable for this type of property in this specific 
location. The Cap Rate is nothing more than an 
investor’s return on his money if he bought the 
property for all cash.

Cap Rate  =  NOI 
 Purchase Price

The return investors are willing to accept is reflective 
of what alternative investments are available in the 
market and at what risk. Cap Rates have varied over 
the years and are usually lower when the economy 
is good and rise during a recession when real estate 
is down (Cap Rates vary depending on supply and 
demand). NOI divided by the Cap Rate (Cap Rate 
identified for that specific property in that specific 
market) equals the estimated market value an 
investor would pay for that property.

Estimated Value   =  NOI 
 Cap Rate

After our initial conversation 
with John Lloyd, we knew 
that he was knowledgeable, 
fair, and has the same out-
to-the-box thought process 
as our company. Getting a 
construction loan funded can 
be a long and arduous process, 
but this was definitely not the 
case with The Loan Company.  

I would recommend them to any 
real estate developer looking 
for a down-to-earth lender who 
understands your needs.”

Matt Mellos, Principal
InDev | Invest + Develop
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insurance, escrow, tax service contract fee, recording 
fees, third party report fees, etc.)

* All fees charged by The Loan Company are subject to 
change. Fees are based on competitive market rates 
and associated risk levels evaluated by the lender at 
the time the loan is made.

Interest Rate Options 
1. Fixed Rate - we can fix rates typically no more than 

18 months. 

2. Adjustable Rate - our adjustable rate is calculated 
every six months based on the 11th District 
Cost of Funds Index plus a margin. The margin is 
currently 4-6% with a ceiling rate of 15%, however, 
the margin and ceiling rate are subject to change 
based on the underwriters determination of risk 
for each individual loan. The initial rate is our floor 
rate.

3. Combination of fixed rate and adjustable rate 
- For example: If the note rate is 8.00% and is fixed 
for 12 months and then switches to an adjustable 
rate, the possibility for an adjustment would occur 
at 13 months from funding and every six months 
thereafter through the term of the loan. Using the 
11th District Cost of Funds Index (which is currently 
.60%) and a margin of 5.00%, the adjusted rate 
would be 5.60% (.60% + 5.00%), which is lower 
than the floor rate of 8.00%. Therefore, there would 
be no change in the rate at the time of adjustment. 
In this case, only when the index goes over 3.50% 
would the rate change on the loan. 

Interest Rates
 Interest rates for short and long term loans (less 
than three years) are in the high 7% to low 8% 
range. 

 The above interest rates are guidelines subject to 
change and vary with the loan type, property type, 
borrower quality and overall risk of repayment.

OTHER TERMS
Prepayment Penalty

 When Loan terms are less than 3 years, the 
borrower pays one point incorporated in the initial 
cost of the loan in order to avoid a prepayment 
penalty. For loans greater than 3 years, the 
prepayment penalty can be waived at loan closing 
for an additional 1 point at the borrower’s option. 
The prepayment penalty is 6 months interest for 
loan terms up to 3 years and 3 months interest 
for loan terms extended beyond 3 years up to 5 
years. Any loan extended beyond 5 years has no 
prepayment penalty.

 Prepayment penalties are calculated on 80% of the 
current outstanding principal balance.

 20% of the loan principal may be paid in any given 
year with no penalty.

Fees Charged
Loans Fees:
The general loan fee guideline is as follows:

 2 points for a loan term extending three years or 
longer with no prepayment penalty buyout. 

 1 point to waive the prepayment penalty on loan 
terms of three years or longer.

 3 points for loans less than three years with no 
prepayment penalty.

 1 point to assume an existing loan.
 1 point to extend an existing loan for an agreed 
upon term.

 1-2 points (in addition to the normal points 
charged for the terms outlined above) for 2nd Trust 
Deed loans.

 Loan fees are typically paid out of loan proceeds.

Loan Documentation Fees
 $695 for new loans paid at closing out of loan 
proceeds

 $395 for any subsequent loan modification 
including extensions.

 Fees are subject to change based on customized 
loan documents. 

* All other miscellaneous fees are third party closing 
costs not charged by The Loan Company, (i.e., title 
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LOAN PROCESSING
Loan processing refers to the sequence of steps, 
from the time a loan request is received to the time 
the loan is closed, the loan proceeds are disbursed, 
and the aggregate amount (principal plus interest) is 
placed on the The Loan Company’s books as an asset.
We complete a detailed loan processing check list 
that includes, but is not limited to, the following:

 Order a property profile
 Complete a real estate due diligence (i.e. property 
inspection and valuation analysis)

 Open escrow (if escrow is not already open)
 Order preliminary title report (if not already 
ordered)

 Follow up on items requested from borrower
 Conduct an environmental site assessment 
through the online website Geo Tracker. Review 
borrower financial and credit information along 
with property due diligence information.

 Obtain property insurance 
 Submit loan package to loan processor to prepare  
loan documents

Closing:
 Loan documents are prepared in-house
 Loan documents are signed and notarized in-house

Funding:
 Funds are wired directly to the Title Company 
 Trust Deed is recorded at the County Clerk’s Office
 Loan is funded to the borrower

LOAN SERVICING
 All loans are serviced in-house by The Loan 
Company.

 Borrower payments are due the first of the month 
and can be remitted via automatic bank debit on 
the first or the fifth of the month.

 Loan modifications, extensions and loan workouts 
are administrated at The Loan Company.

 Loan demands, payoffs and reconveyances are 
prepared and completed by The Loan Company.

I have been a Real Estate 
investor for 15 years and 
have used many others in the 
past prior to finding The Loan 
Company. Their knowledge, 
RATES and experience are 
clearly a step above. I would 
recommend you contact 
them FIRST prior to any others 
for your next deal. Simple and 
easy transaction. The staff is 
wonderful.

 Daniel Dillard 
 Developer
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Frequently Asked
Underwriting Questions

What is required from the borrower when underwriting a loan?
 Pertinent property information (e.g., purchase agreement, location, tenants, rent roll, bldg. sq.ft., age, land 
area, cost, improvement budget, operating statement, etc.)

 Physical property inspection
 Digital photos, if available
 Personal Financial Statement with real estate schedule (or 1003 loan application)
 Personal Tax returns for the previous two years
 Borrower Credit Score (if not available, we will order the report)
 If the borrower is a corporation, LLC or partnership, all the necessary financial statements and tax returns, as 
well as the entity documents, are required. (In addition, we typically require personal guarantees)

What makes The Loan Company unique  
as a Private Lender?

 We operate by the Golden Rule, “Do unto others as you would have them do unto you.” 
 We exist because of integrity in all our business transactions. 
 We don’t charge upfront fees, we only get paid when we perform.
 We are a Limited Partnership and a direct portfolio lender. We do not have any outside investors or lenders 
who are involved in our underwriting or fund management decisions. We are beholden to no one but our 
Borrowers and our Partners; it must be a win-win or we are not interested.

 You deal with the decision maker directly.
 We quote a loan rate and terms usually the day of inquiry and can close a loan within several days of the 
loan request.

 We can creatively structure a loan in “out of the box” situations to accomplish a borrower’s goal. We typically 
do our own in-house appraisals saving the borrower upfront costs.

 We do not charge interest on undisbursed funds.
 We employ transparent pricing. Our loan quote is our commitment, there are no bait and switch tactics.
 Our pricing is competitive, fair and consistently at the lower cost range for private money in San Diego.

How does a Line of Credit (LOC) used to buy & sell properties 
work?

 This particular line of credit is a commitment to be secured by various properties as they are bought and 
sold. It allows the borrower to use the loan commitment up to three times during the loan term (usually 
12 months) without paying additional loan fees beyond the initial cost for the loan commitment. Each 
loan disbursement within the line of credit is individually underwritten and secured accordingly using our 
typical loan underwriting guidelines.

 This line of credit is best used for a borrower who is purchasing and selling multiple properties in a short 
period of time.

 For example: $500,000 Line of Credit (LOC) 3 points, 12 month term, no prepayment penalty. Borrower 
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would pay the loan fee on the $500,000 commitment at closing (whether fully disbursed or not at loan 
closing) and could use the $500,000 commitment up to three times during the 12 month period. The only 
additional cost would be $395 for each additional property secured by the LOC through a loan modification 
and the typical title insurance and recording fees for each trust deed recorded.

 If the borrower utilized the line of credit to its full potential it could effectively reduce the loan fee to 1pt. 
Since the borrower paid 3 points on the full loan commitment at closing and the commitment could be 
used two more times beyond the initial loan commitment with no points, thereby reducing the overall fee 
to 1 pt.

How can cross collateral benefit the borrower?
 A borrower that has real equity in other properties and is short on cash can use that equity like cash for a 
down payment to purchase another property or refinance a property. For example in the case of a refinance 
if the leverage was too high on the individual property for a straight refinance, the additional real equity 
from another property or properties cross collateralized may be used like a cash pay down to satisfy the 
underwriting guidelines.

Do we make 2nd Trust Deed loans and  
how are they underwritten?

 Yes, we do make 2nd Trust Deeds on a selective basis.
 The First Trust Deed loan must be of a size that The Loan Company would fund if it were to initially have 
made the loan. 

 The overall LTV ratio including the 1st Trust Deed loan commitment and the 2nd Trust Deed must be at a 
level The Loan Company underwriter is comfortable with. 

 If the property is a rental property all the debt (including the 1st & 2nd) must be serviced by the net 
operating income with an acceptable debt service coverage ratio.

Do we make loans to borrowers with bad credit?
 Yes and No. 
 Yes, there are situations when a borrower has bad credit and we will make the loan. 
 No, if the borrower is chronically delinquent on mortgages and does not pay their routine debt obligations 
on time. 

 We only want borrowers who are administratively responsible in following through on satisfying their debt 
obligations in a timely manner.

 If the borrower does have bad credit, we will look beyond the credit score and find out why the borrower’s 
circumstances have led to bad credit. Bad credit will not negate a good loan to a good borrower on a good 
real estate investment.

How do we determine the interest rate? 
 Our rates are determined by a combination of economic conditions, market competition, riskiness of 
investment and value of service (speed) provided to our client.
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What are the general loan terms for  
the different loan types?

 1-2 years (interest only up to 18 months) 
 - Bridge loan
 - Rehab loan
 - Line of Credit
 - Construction loan
 - 2nd Trust Deed loan

 2-3 years (amortized or interest only up to 18 months then converted to an amortizing loan (up to 30 years) 
once the property is stabilized

 - Mini-Permanent loan
 - 2nd Trust Deed Loan

 3-5 years (fully amortized or interest only up to 18 months then converted to an amortizing loan (up to 30 
years) once the property is stabilized.

 - Permanent loan
 - 2nd Trust Deed loan

What general guidelines do we use  
to determine loan amount?

We utilize three basic guidelines for determining the loan amount: 
1) Loan to Value Ratio in the 60% -75% range (depending on the property type)
2) Net Operating Income can adequately service the debt (Debt Service Coverage Ratio) DSCR min. 1.05-

1.10:1 using The Loan Company floor rate & 30 year amortization.
3) Loan To Property Cost at a maximum in the 75% range (depending on property type)

Specific scenarios on how the above guidelines are applied:
 If the purpose of the loan is to purchase or refinance a property where the exit strategy is to sell the 
property in the short term (usually within 6 months or less) with no real added value, the loan to value ratio 
will drive the loan amount.

 If the purpose of the loan is to purchase or refinance a property where the intention is to hold the property 
as a rental or investment property longer term with no real added value, the net operating income (DSCR) 
will drive the loan amount.

 If the purpose of the loan is to purchase or refinance a property where the intention is either to hold or sell 
the property with real value added, e.g., remodel, construction, entitlements, zoning etc. then the Loan to 
Cost ratio will also drive the loan amount along with DSCR if held long term and LTV ratio if held short term.
 Construction loan - Ground up construction - 70-75% LTC with a max. 60-65% LTV ratio on improved value. 
If the intention is to hold the property as a rental or investment property longer term the DSCR will also 
drive the maximum loan amount.

 Rehab loans / (fix & flip residential properties) - If it is a purchase, the initial disbursement maximum will 
be 75% of the purchase price with a maximum loan commitment of 65% of the after repair value (ARV). The 
holdback for improvements will be calculated by taking the maximum of 80% of the total cost (purchase 
price plus capital improvements not including closing & financing costs) less the initial disbursement 
investment. Therefore, the maximum loan commitment is either 80% of the total cost or 65% of the ARV, 
whichever is lower.



 

19The LOAN KIT  Lending Guide

CA BRE Lic. #01376920

 Example (fix and flip loan): Purchase price is $400,000. Capital improvement budget is $40,000 for a total 
cost of $440,000. After repair value (ARV) is  $520,000.  The maximum loan commitment is 80% of total cost 
or 65% of ARV whichever is lower. Therefore, the maximum loan amount is 65% of $520,000 or $338,000, 
which is 77% of the total cost.

 There is no exact formula in determining the loan size and on occasion certain circumstances will support 
deviating from the guidelines. In general, the above guidelines are followed in determining the loan 
amount for each loan request.

Do we always require a personal guarantee?
 Yes and no. Generally, yes, however this requirement can be waived on an exception basis where there is a 
legitimate reason that would prohibit the loan closing. To offset the lack of a personal guarantee, the loan 
must include a borrower and sponsors who: are financially strong with excellent credit, have an abundance 
of equity in the collateral, have excellent character through past experience or evidence from a trustworthy 
referral.

Does The Loan Company always  
use a third party escrow?

 Yes. On a purchase, the existing third party escrow can be used for closing the loan. On a refinance, we will 
open escrow with a separate third party escrow. 

Do we always require title insurance?
 Yes. ALTA Title Policy will be issued along with associated required endorsements applicable to the type of 
loan funded.

Where does the money come from to fund borrowers’ loans?
 The Loan Company of San Diego is a Limited Partnership comprised of approximately 300+ partners with 
over $125M in Partners’ capital. We also use a small line of credit to manage cash flow. The Loan Company 
maintains sufficient liquidity in order to meet both Limited Partner and Borrower demand.

With little or no cash how can a borrower secure a loan to take 
advantage of purchasing an investment opportunity?

 A borrower that has real equity in other investment properties can leverage that equity to generate a larger 
loan than originally available on one specific property. The additional equity can be used like cash down. 

 For example: If a borrower was looking to purchase a rental property for $500,000 and only had $50,000 
cash available, but needed $150,000, the borrower could use another income property as collateral to 
provide the additional equity needed. As long as the additional collateral had sufficient equity and when 
combined, the overall loan to value ratio and debt service coverage was acceptable.
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How is it possible for a borrower to close a loan in a matter of 
days?

 You deal directly with the decision maker who approves the loan.
 We respond quickly with immediate due diligence.
 Minimal borrower information is required.
 We are local and typically do not need a full appraisal on the property.
 We have excellent relationships with escrow and title companies
 We process and prepare all loan documents in-house 
 We arrange loan signing with an in-house notary.
 We wire funds directly to the title company which coordinates with escrow to fund the loan.

Why use private money when it is more expensive? 

EASY:  
The process is easy and pleasant and you avoid the hassles associated with getting conventional loans.

QuICK:  
The loan closes more quickly.

SERVICE:  
We provide personal customer service from origination, processing, closing, funding and servicing the loan 
through payoff.

QuALITY:  
A wise borrower understands the opportunity cost of using private money. A wise borrower looks at the big 
picture and compares the overall profit potential using private money against the cost of not getting the deal 
done at all. Using private money can often eliminate obtaining a partner that would normally cost more than 
the additional financing costs of a private lender.

Does The Loan Company require appraisals?
 No, we do not usually require an appraisal. Most all property valuations are done in-house at no cost to 
the borrower. There are exceptions requiring an appraisal such as, special purpose properties and higher 
leveraged properties. In those instances, the borrower will need to pay for the appraisal. 

What fees are charged by the Loan Company? 
 The Loan Company charges a loan origination/extension/assumption fee and a loan documentation/
modification fee. 

 The loan fees range from 1% to 3% depending on whether it is a new loan, modification, extension or an 
assumption and whether or not there is a prepayment penalty..

 The loan documentation fee is typically $695 for new loans and the loan modification/extension fee on 
existing loans is $395 with all fees charged at closing. The fees are subject to change for more complicated 
transactions with higher assessed risk.

 Other fees charged are third party costs, collected by The Loan Company (not paid to The Loan Company) 
and remitted on behalf of the borrower. Some examples are escrow fees, title insurance, tax service fees, 
recording fees, legal fees, wire fees, and appraisals, if applicable. 
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Do you charge upfront fees to 
underwrite the loan?

 No, we typically do not charge upfront fees. 
However, on larger more complicated loans 
where a significant amount of due diligence is 
required an upfront deposit maybe required. 
This fee would go towards the loan closing 
costs if funded and if the lender elected not to 
fund the loan the deposit would be returned 
to the borrower. Generally any upfront fees are 
to pay anticipated third party fees such as title, 
legal, environmental, appraisals, etc.

How does the Loan Company 
work with Brokers?

Brokers find The Loan Company to be an excellent 
source for smaller commercial real estate loans in 
San Diego County. Uniquely, The Loan Company 
offers bridge, construction and permanent 
loans with quick decisions, competitive rates, 
and flexibility, making it convenient not only 
for the borrower but the broker, as well. We 
accommodate borrowers’ unique loan requests, 
allowing brokers to close more deals. We have 
been serving borrowers in San Diego since 1974, 
which gives brokers the assurance we can come 
through for their clients.  

We emphasize long-term relationships with our 
brokers and expect to do repeat business with 
brokers of mutual integrity. We don’t require our 
brokers to go through an extensive approval 
process to work with us. However, we only 
deal with brokers who maintain the same high 
standards of integrity and honesty as we do. It 
is our experience that once brokers realize the 
benefits we have to offer as a lender, we not only 
close their transactions successfully, but we gain a 
long-term relationship. 

One of the most important 
pieces of the real estate 
investing puzzle is the right 
funding of New Deals. For almost 
ten years, The Loan Company of 
San Diego (TLC) has consistently 
solved this part of the equation 
for me.

Not having to worry about 
looking for the “Funding” piece 
of the puzzle, allows me to focus 
on sorting out new opportunities 
that come my way. This has 
been my consistent experience 
with The Loan Company. Honest. 
Serious. Quick. Competitive. 

As tomorrow comes, I know that 
this all-important part is there for 
me. 

 Mario J. Tran, 
 TB Wraps, Inc.
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The Loan Company Team

About The Loan Company Team
The Loan Company has an amazing and dedicated team of seasoned real estate professionals 
committed to helping our Borrowers, Brokers, and Partners achieve their personal financial 
goals. Uniquely, all Principals, as well as several employees, are Limited Partners themselves 
and accordingly all have a strong interest in the performance and integrity of the Partnership.

Leadership
The Loan Company of San Diego is led by the President, John Lloyd, along with a well trained 
and experienced staff. John is a General Partner  through ownership in Corporate GP.  Steve 
Dillaway, Founder and General Partner, is retired from operations, but is still active as a director 
of Corporate GP (General Partner) and serves in an advisory capacity to The Loan Company as 
needed.

The management team meets with a committee of Limited Partners on a quarterly 
basis who serve in an advisory capacity. This measure of accountability demonstrates 
our commitment to the highest degree of integrity and efficacy possible. 

John Lloyd - President
619.293.7770 ext. 20
E: Jlloyd@theloancompany.com

For Further Information Contact:
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