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THE DUE DILIGENCE PROCESS

WHAT IS DUE DILIGENCE?

In commercial real estate, due diligence is the critical review process conducted before finalizing
a deal, designed to uncover risks, ensure compliance with zoning laws, building codes,
environmental regulations, and contractual obligations, and prevent costly mistakes. It provides a
clear understanding of a property's strengths, challenges, and overall investment potential.

This process assesses the property from all angles:

Market Analysis

Examines the property's surrounding environment. Key factors include population growth,
employment trends, income levels, access to infrastructure, and zoning that supports long-
term value.

Physical Inspection

For existing buildings, it includes evaluating structural systems like the roof, HVAC, and
plumbing, while undeveloped land is assessed for buildability through analysis of topography,
soil, and utilities.

Financial Diligence

Examine income and expenses, such as cash flow, rent rolls, and tax records, and compare
them against projections to validate the investment case.

Legal and Environmental Reviews

Confirm clear ownership, proper zoning, and identify any obstructions. Environmental
assessments, such as a Phase | report, help identify any contamination risks that could
impact use or value.
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With all data in hand, you can make an informed decision, whether that means
moving forward, renegotiating, or walking away.

NO OFFER OR SOLICITATION: This is neither an offer to sell nor a solicitation of an offer to buy any security. An investment in a Shopoff Fund involves
a high degree of risk, including the possible loss of your investment, and is illiquid with an uncertain liquidity date. Past performance and/or forward
looking statements are not an assurance of future results. Securities offered through Shopoff Securities, Inc. Member FINRA/SIPC. This material is for
general educational purposes only and should not be construed as legal, financial, or investment advice. Due diligence does not eliminate investment
risk. For General Information Purposes Only.
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