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WHAT ISA CTL?
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CTL stands for Credit Tenant Lease, also called Bond Lease, Credit
Tenant Note, Schedule D

A private placement of debt- allows the lender to place the debt on
Schedule D (Bond) instead of Schedule B (Commercial Mortgage)

A loan issued based on the creditworthiness of tenant and future
cash flows of lease

All Rental payments are assigned to the lender , through a trustee,
with real property pledged as collateral

A CTL can be structured as a capital or operating lease




SOURCING CTLs
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Single tenant (all property types) with an investment grade rating
(BBB- or NAIC 2 or better); OR a non-rated company with strong
financials

100% LTV (determined as NPV of rental stream); 1.0 DSC, NOI =
Gross rents; No vacancy underwriting

Deal sizes $2 million or higher
NNN or bondable lease with no landlord responsibilities
Leases 15 years and longer (most competitive 20+ years).

Priced off the public debt markets, typically based upon average
life durations and corporate bond equivalent spreads




REQUIREMENTS FOR A SUITABLE LEASE
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A Triple Net Lease -- Maintenance, taxes and insurance are all 100% the
responsibility of the Tenant

A The Lease is fiHell or High Watero

A Environmental hazards are the responsibility of the Tenant, including
Third Party Encroachments

A If under a condemnation there is a taking and the award is insufficient
to repay bondholders, the Tenant must make up any shortfall

A If there is damage to the property and the insurance proceeds are
insufficient to rebuild the property, the Tenant must make up any

difference
A I'f there is a construction period,
Certaino for | ease payments to beginr
A Many of these fishortfallso may be

enhancement insurance




CTL PROCESS
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|dentify prospect (need the rent schedule and tenant to provide
initial quote)

Borrower signs engagement agreement

|dentify any lease provisions. MS&F council acting for the investor
will provide comprehensive review prior to funding

Provide Borrower with lease provision solutions (Casualty,
Condemnation & Environmental)

Market the transaction (1 to 3 weeks)
Lock rate

Documentation/Due Diligence Stage (6 to 8 weeks without an early
rate lock premium)

Close (8 to 12 weeks total from start to finish)




CASE STUDY + THE OHIO STATE UNIVERSITY
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Terms

Lessor Gowdyartnerd LLC
Lessee TheOhioStateUniversity
Size $33476000

Rating AA

Maturity Octobet, 2029

Companyescription

The Ohio State University A O SsUaosjate supported
universitwitha maincampusocatedn Columbu®hicand
severaéxtendedampusethroughoubhestate OSUhasa
GeneraDbligatioratingof AAby Standaré Poors

Transactiobescription

The proceedsfrom the transactionwill be used to

permanentfinancex medicabfficebuildinghatis a partof

TheOhioStateUniversitiledicaCenteandwillhousehe

departmentsf ophthalmologgar noseandthroatplastic
surgenandw 0 m ehpafthd heLesseeQSUhassignedh

20yealeasenithGowdyPartnerl LLC astheLessar




CASE STUDY  THE OHIO STATE UNIVERSITY
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Terms

Lessor GowdyartnerdlILLC
Lessee TheOhioStateUniversity
Size $36866000

Rating AA

Maturity MarcH5 2031

Companyescription

The Ohio State University A O SsUaosjate supported
universitwitha maincampusocatedn Columbu®hicand
severagxtendedampusethroughouhestate OSUnasa
GeneraDbligatioratingpf AAbyStandar& Poors

Transactiobescription

The proceedsfrom the transactionwill be used to
permanentfinancex medicabfficebuildinghatis a partof
TheOhioStateUniversitivledicaCenteandwillhousehe
JamesCar&/oman'sOncologyand Out PatientSurgery
Centera partof TheOhioStateUniversity@omprehensive
CareCenterTheLesseeQSU hassigned 20yearlease
withGowdyPartnerllLLC asthelLessar




