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Aircraft Financing
Here’s what a typical customer says about financing with CFS:

"First, | want to thank you for your promised and delivered personal attention.
Second to my home, the purchase of a helicopter is my largest and most exciting
acquisition to date.

Secondly, the sales price of the ship was never a question. However, the
financing was in question from the start. You may recall | started with three of the
“big” banks that appear on every street corner. Their national aviation
departments promised “big” but delivered small. | changed course after a few
weeks and | am glad | did.

| found your services solution driven, flexible, and effortless from my perspective.
You did so with little to no involvement on my part. | provided you with the frame
and you filled in the picture.

Our daily contact via email and/or phone provided me with real-time input and
feedback. The quality of the service provided was paralleled with the speed at
which you were able to make this deal occur. | frequently described you as
relentless, a compliment of course!

In conclusion, you are in the pole position of my short list for my next aviation
purchase, private or corporate. | enjoyed the process!"
-Paul D.

Not everyone enjoys the process like Paul was able to. There are many pitfalls to
financing your aircraft. What should be a straightforward transaction is often full of
surprises. Unfortunate victims of these surprises are often cash-buyers who discover
unknown liens or aircraft damage only when they go to refinance or sell their aircraft.
What issues must a borrower or owner beware of to prevent a costly mistake down the
road? We're going to cover some key points.

Your financial standing
Aircraft Valuation
Market dynamics
Damage history

Title search

Advance fee schemes
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There is a difference between lenders. Some have a boiler room operation and churn as
many loans as they can. Oftentimes, the person you speak to on the phone isn’t even a
pilot, or has never owned an aircraft. Others, CFS is one, care about establishing a
long-term client relationship, we are pilots, and we have owned airplanes. We want your
aircraft ownership experience to be a good one. That means, on occasion, we will tell

you unpleasant news: your aircraft has damage history; or it has a long buried lien of which
you were unaware; or this airplane is too much for your financial resources. But far

more often, we are able to deliver “good news” and make financing your aircraft as

simple as buying a car.

Your financial standing

The first step in analyzing a transaction is your finances. At CFS, we require a minimum
670 Experian FICO score, no bankruptcies in the past ten years, and income sufficient
to cover your debt load. We look at the numbers you put on the application and
compare that with the debts listed on your credit bureau report and income from a
recent tax return. Up until March 1, 2009, we didn’t even require a tax return! We simply
looked at debt and stated income. Aircraft valuations were holding so steady that if a
borrower defaulted (unlikely because they have good credit), we could take the airplane,
sell it, and come out ok. However, with the current financial crisis, we are comparing
one year’s tax return (two years if the loan amount is greater than $100,000). Bottom
line, we’re looking for a debt to income ratio of no more than 40% (to derive your debt to
income ratio, take your total monthly payments (plus the aircraft payment) and divide by
your monthly income. If that number is less than 40%, you pass the DTI calculation.

Aircraft aren’t inexpensive to keep. You have tie-down costs, insurance, annuals,
airworthiness directives, routine maintenance, and budgeting for overhauls. We look to
see that you have adequate liquidity. Adequate liquidity is a subjective number based
on the aircraft make and model. Generally speaking, a single-engine necessitates
$40,000-$60,000 cash (after your co-payment) and a twin requires $60,000 to
$120,000. Those numbers are subjective and can vary.

Some aircraft owners paid cash when they bought their aircraft, and now want cash out
for various reasons, or want to do upgrades to their aircraft. Many lenders won'’t
accommodate refinance transactions. At CFS, we will. For example, a lawyer owned his
aircraft outright and wanted cash out from his airplane for his practice. We loaned him
85% of the value of the aircraft (and he didn’t even need to provide a tax return).
Another owner wanted to refinance his current loan, and get cash to refurbish his
interior and add a Garmin GPS. We refinanced the loan and gave him 50% of the cost
of the refurbishment and the avionics upgrade.
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Aircraft Valuation

Once we know that an aircraft will not be a financial strain for you, we do an indepth
analysis of the aircraft. We need a spec sheet detailing how the aircraft is equipped and
its hours. We use up to four sources: Blue Book, Controller, Amstat, and V. If you're
overpaying for an aircraft, we’re going to tell you. Many sellers are simply unaware what
the market conditions are doing to their aircraft. For example, a ‘90’s vintage Mooney
has lost approximately 16% of its value over its lifetime. Of that 16%, 12% took place in
2008, and of that 12%, 9% was in the last quarter of 2008! In other words, the Mooney
had lost just 4% of its value until the beginning of the year, but took a major hit due to
the financial crisis! Some sellers haven’t yet adjusted to the new reality. Don’t get
burned when buying an airplane by paying too much!

D a m a g e H iStO ry (click the @perclip to view a sample damage history)

Concurrent with valuing the airplane, we will do a check for damage history through the
FAA and NTSB databases. Any damage, even that which occurred 20 years ago,
reduces the value of the aircraft by 10-15%. Again, many pilots who paid cash for their
aircraft, and which aircraft had missing airframe logbooks, are chagrinned to learn their
pride and joy had a gear up landing 10 years prior to them buying it! Or, you may pay
for a pre-buy and learn about damage history from the A&P that wasn'’t disclosed by the
seller. We’'ll tell you as we establish the value whether the aircraft has a clean record or
not.

T I t I e S ea rc h (clic@‘ue paperclip to view a sample title search)

A certain aviation organization offers an inexpensive title search. The unfortunate fact is
that title search is far less than in-depth. Remember the examples of lawyer and the
refurbishment/avionics upgrade client? Both of them had clouded titles dating back over
10 years. In one case, the bank that held the lien had been taken over four times and
was now owned by Wells Fargo. We have a contact at Wells whom we contacted and
got the release of lien. Each of these gentlemen had a title search done by the same
aviation organization. Our title search goes back to the date the aircraft got its
airworthiness certificate. Neither of these gentlemen had any issues, but what if the
liens were still valid? How are they going to sell their aircraft? Who are they going to go
after to get someone else’s debt repaid? What a hassle! You want a lender who’s going
to protect your interests-not just theirs! Get the assurance of receiving a thorough title
search.
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Aircraft Report for 8280m |

@ - Aircraft Registration

Insert Tail Number
(do not include the "N" prefix):

|8280m @ - NTSB Information

- @ - FAA Information

@ - FAA's Document Index files

E - SDR Information

Database Update Cycle

Aircraft Registration: Last 10/22/08 (weekly cycle) SDR: Last 10/22/08 (weekly cycle)
NTSB Data: Last 10/22/08 (weekly cycle) FAA Accident: 10/22/08 (weekly cycle)
Aircraft Information
Owner Type: Individual Owner Name:
City: IRVINE State: CA
Zip: 92614-4262 Country: US
Fractional Owner:
Aircraft Type: Fixed wing single engine Model Year: 1970
Airworthiness Class: Standard Transponder Code: 52650367
Serial Number: 21059280 Aircraft Model: 2073446
Last Action: 2006-09-26 Cert Issue: 2005-07-13
Status: 8280m
Aircraft Mfg: CESSNA Aircraft Model: 210K
Category: Land Amateur: No
Engines: 1 Seats: 6
Weight: CLASS 1 Cruising Speed: 141
Engine Mfg.: CONT MOTOR Engine Model: IO 520 SERIES
Fuel Consumed: 0.00 Horsepower/Thrust: 285

Service Difficulty Report (SDR) Information
No Service Difficulty Reports Found

NTSB Accident Information
No NTSB Accident Reports Found

FAA Accident/Incident Information
#FAA1 Accident/Incident Occurred on: 1980-12-01






Narrative: PILOT RETRACTED GEAR ON ROLLOUT.

#FAA2 Accident/Incident Occurred on: 2005-10-20

Narrative: (-23) PILOT HAD ENGAGED A FLIGHT INSTRUCTOR FOR THE EXPRESS
PURPOSE OF RECEIVING PROFICIENCY CHECK OUT IN A CESSNA 210 OWNED BY +
SON. THE PILOT *PRIVACY DAT* STATED HE WAS PREOCCUPIED WITH THE
APPROPRIATE AIRSPEEDS AND ALTITUDES DURING THE FINAL PHASES OF THE
APPROACH AND FAILED TO LOWER THE LANDING GEAR. THE PILOT *PRIVACY” ST/
DURING THE PREVIOUS LANDINGS AT JOHN WAYNE AIRPORT AND CHINO AIRPORT
APRIVA HAD OCCASIONALLY REACHED OVER AND LOWERED THE LANDING GEAR
HIMSELF. CFI *PRIVA ADMITTED AS A RESULT OF CONFUSING DIRECTION BY CHINC
TOWER HE HAD LOST FOCUS ON THE TASK AT HAND AND FAILED TO USE THE GUN
CHECKLIST.

FAA's Document Index files
Nothing listed in the FAA Document Index

) —
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Redacted for privacy purposes.

Aircraft Title Status Report - Account #: 4600

Izzued TO

Name:
Address:

Reference:

Dated this 12th day of March, 2009, as of 7:29 AM Central Time.

1. Aircraft:
FAA Registration:
MFG: CESSNA ‘Model: 182Q Date of Purchase: Not Shown
Serial Number: Type Ownership: CO-OQWNERS

Registered Owner:

Previous Owner:

2. Liens or Encumbrances

M | ease U Conditional Sales Contract & Security Agreement
U Mechanic's Lien T Claim of Lien U Chattel Mortgage
U Tax Lien U Amendment O Assignment T Other

Dated: 12/04/81 Recorded: 03/22/82 Amount: Not Shown Document: F24345

By: Lessor: JohnC.
Box 85, Eager, AZ 85925
To: Lessee: Mountain Enterprises, Inc.
Springerville-Eager Municipal Airport, Springerville, AZ
Assigned: None Shown



john

Text Box

Redacted for privacy purposes.





03/12/09 Page: 2 of 2

3. Liens or Encumbrances

Ol Lease U Conditional Sales Contract Security Agreement

U Mechanic's Lien [ Claim of Lien U] Chattel Mortgage

O Tax Lien U Amendment U Assignment O Other

Dated: 11/23/05 Recorded: 01/11/06 Amount: $75,140.00 Document: XX029601
By:

To: Town Bank

524 North 30th Street,
Assigned: None Shown

4. Liens or Encumbrances

U Lease U Conditional Sales Contract Security Agreement
0 Mechanic's Lien = Claim of Lien U Chattel Mortgage
U Tax Lien U Amendment O Assignment O Other

Dated: 02/01/08 Recorded: 02/29/08 Amount: $58,159.00 Document: KK040238
By:

To:

Assigned: None Shown

5. Other Information or Remarks None.

TM\ JR
Thig report contalns information acquired through examination of the recards maintained by the FAA, including the indices of in-process documents. Bscause
our examination is limited to records maintained by the FAA, this report does not cover any liens, claims, encumbrances or judgments that have not been filed
with the FAA, or have not been indexed by the FAA under the description stiown on this repert.
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Advance Fee schemes

While not a major issue for GA aircraft, it's more of an issue for hard to finance jets and
turbo props. An advance fee scheme is where you are charged some amount upfront,
from $2,500 to $10,000 (or more) for the “promise” of financing. At CFS we have heard
from both brokers who have charged such a fee (and are in search of financing) and
borrowers who have paid the fee (and lost their money). This issue is mentioned here
only because desperate financial times are causing desperate acts. Beware of any
scheme that charges upfront fees. If you happen to be in the market for a loan for a
turbo jet that is not stage Il noise compliant, or that is not RVSM, we cannot help.
These jets face a challenge as many corporations are being compelled to close down
their corporate aviation divisions and sell their jets.

Solution

At CFS, our general-aviation lending program is simple and straightforward. General
aviation, normal category, single or multi-engine aircraft, built since 1965, generally
qualify. We don’t finance experimental, kit built, LSA, or war birds. As of March 1, 2009,
our program for loan amounts between $40,000 and $100,000 is a 15 year amortized
loan, 7.25%, no pre-payment penalty, 5 year term.

At the 5 year point, we re-evaluate the aircraft. If its usage has been in accordance with
how we did the underwriting, it should be effortless to refinance it. Your payments are
made via direct debit ACH clearinghouse from your bank. You'll have a perfect payment
record. But the fact of the matter is, most pilots trade or upgrade their aircraft by that 5
year point, so it's a moot point!

If your loan amount is greater than $100,000, the rate will be lower, and in some cases,
the amortization will stretch to 20 years.

Aircraft may be utilized for personal, business, flight instruction, or charter operations.
Aircraft may be titled as an individual, an LLC, or a corporate entity.

Contact John Janssen for further information about any aspect of aircraft financing, or even
for a free damage check of your airplane. John is an ATP rated pilot and a CFII-ASMEL

john.janssen@cfsolutionsllc.com
toll free 877-600-1703
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Aircraft Title Status Report - Account #: 4600

Izzued TO

Name:
Address:

Reference:

Dated this 12th day of March, 2009, as of 7:29 AM Central Time.

1. Aircraft:
FAA Registration:
MFG: CESSNA ‘Model: 182Q Date of Purchase: Not Shown
Serial Number: Type Ownership: CO-OQWNERS

Registered Owner:

Previous Owner:

2. Liens or Encumbrances

M | ease U Conditional Sales Contract & Security Agreement
U Mechanic's Lien T Claim of Lien U Chattel Mortgage
U Tax Lien U Amendment O Assignment T Other

Dated: 12/04/81 Recorded: 03/22/82 Amount: Not Shown Document: F24345

By: Lessor: JohnC.
Box 85, Eager, AZ 85925
To: Lessee: Mountain Enterprises, Inc.
Springerville-Eager Municipal Airport, Springerville, AZ
Assigned: None Shown



john

Text Box

Redacted for privacy purposes.





03/12/09 Page: 2 of 2

3. Liens or Encumbrances

Ol Lease U Conditional Sales Contract Security Agreement
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0 Mechanic's Lien = Claim of Lien U Chattel Mortgage
U Tax Lien U Amendment O Assignment O Other

Dated: 02/01/08 Recorded: 02/29/08 Amount: $58,159.00 Document: KK040238
By:

To:

Assigned: None Shown

5. Other Information or Remarks None.

TM\ JR
Thig report contalns information acquired through examination of the recards maintained by the FAA, including the indices of in-process documents. Bscause
our examination is limited to records maintained by the FAA, this report does not cover any liens, claims, encumbrances or judgments that have not been filed
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