IRS to ease commercial mortgage refinancing

WASHINGTOM — Sept. 164, 2009 — The IRS izsued new niles Tuesday designed to make
it easier to refinance sotme corrmrnercial teal estate loans inan effort to curh the nutnber of
defadts.

The niles would allow cotrenercial loans that are part of e stment pools knownas Feal
Estate Ilortgage Investmert Conduts, or EERMICs, to bhe refinanced withowt triggering
taxpermalties for investors,

The inwestment pools were designed to encowra ge mortgage-backed securities by o ffring
taxzbenefits nottypically available through other investmernt vehicles. Howewer, under
the old rules, inwestors could ave lost those benefitz ifloans in the portHlio were
restructured

The rew reglations come as Wall Street braces fora wave of defiults on corrnercial
real estate loans. Morethan 90 U3 barks have alteady failed this yvear Hurdreds more
hatles are expected to fil in the nexdt few years hrgely because of sowring loans for
corrercal real estate,

“These changes will affect lenders, borrowers, servicers, and sponsors o fsecuritizations
oftnort gages in BEEMIC:,” the new regulation says,

The changes will not affect cormmercial ot @ge loans held by investinert trusts.
Howewet, the Internal Fewerne Service said Tuesday it is soliciting cormerts on
possihly expanding the changes to otler insestirent webicles.

Concept Capital, a Mew Yotk-based mstititioral brolcer, welcomed the changes it
cautioned that they will not solve the comemercial real estate crisisalone.

“We have all heard stories abowt cormmercial real estate loans that are performing now
bt cannot be refiranced becawse of the tax rules,” Concept Capital’s Washington
Fesearch Group said ina report issued after the regulations were released “The [E3
attermnpted to ease the tax code problem Hir these modifications.™

B, the report said, “We still question ifthere iz enough financing available to deal with
the wawe of conmercial real estate loans that st be refinanced by 20127



