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Introduction to Due Diligence in Florida Commercial Real Estate

Investing in commercial property in Florida can be a lucrative opportunity, given the state's
booming economy, vibrant tourism industry, and strategic location as a gateway to the
Americas. However, the Sunshine State's unique environmental and climatic challenges make
thorough due diligence an absolute necessity. Due diligence is the comprehensive process of
investigating a property before purchase to uncover any potential risks, liabilities, or hidden
costs. This guide, brought to you by Menard Building Solutions (MBS Florida), aims to equip
buyers, investors, and real estate professionals with the knowledge needed to navigate this
critical phase effectively.

At MBS Florida, we specialize in commercial property inspections that protect your assets and
mitigate risks. With over 40 years of experience, our qualified inspectors evaluate major
building systems, exteriors, interiors, and documentation to ensure your investment yields the
best possible ROI. Serving communities across Florida—from Naples to Tampa—we use
advanced tools like drones for efficient roof inspections on large commercial and industrial
complexes. Whether you're dealing with structural issues, environmental risks, hurricane
vulnerabilities, or insurance considerations, our services are designed to provide peace of mind.

In this guide, we'll delve into the key components of Florida commercial property due diligence.
By incorporating best practices for inspections, risk assessments, and more, you'll learn how to
avoid costly surprises and make informed decisions. Let's start by understanding the
fundamentals.

Southwest Florida
Gulf of America

Office
BUYING v Buildings

OR LEASING & Suites &
OFFICE REAL Condominiums

>  ‘Medical & Dental
ESTATE? Office Suites N
MENARD BUILDING SOLUTIONS J N | ] ) 1IN
941-564-5941

Schedule Your Inspection! www.CCPIA.o|
www.MBSFLORIDA.com



What is Commercial Property Due Diligence?

Due diligence in commercial real estate refers to the investigative period following a letter of
intent or contract signing, typically lasting 30 to 60 days. During this time, buyers conduct a
multifaceted review to verify the property's value, condition, and compliance. In Florida, where
properties face unique threats like hurricanes and flooding, due diligence goes beyond standard
checks to include specialized evaluations.

The process typically involves legal, financial, physical, and environmental assessments. Skipping
or rushing this step can lead to disastrous outcomes, such as discovering undisclosed structural
issues post-purchase or facing hefty fines for environmental non-compliance. According to
industry reports, inadequate due diligence contributes to up to 20% of failed commercial deals.

At MBS Florida, we emphasize that due diligence starts with a solid inspection plan. Our team
helps clients identify red flags early, from outdated electrical systems to potential hurricane
risks. By partnering with experts like us, you can streamline the process and focus on high-ROI
opportunities.

Legal Due Diligence: Ensuring Clear Title and Compliance

Legal due diligence is the backbone of any commercial property transaction. It involves
reviewing title documents, easements, liens, and zoning laws to ensure the property is free
from legal encumbrances.

In Florida, start with a thorough title search. This uncovers any outstanding mortgages, tax liens,
or judgments that could affect ownership. Engage a title insurance company to issue a
preliminary title report, which might reveal issues like boundary disputes or unrecorded
easements. For commercial properties, also check for covenants, conditions, and restrictions
(CC&Rs) that could limit usage.

Zoning and land use compliance is crucial in Florida's diverse landscapes. Verify that the
property's zoning aligns with your intended use—whether retail, office, or industrial. Florida's
growth management laws, including comprehensive plans, require checking for future
development restrictions. Non-compliance can result in rezoning battles or operational
shutdowns.

Additionally, review any existing leases or tenant agreements. Analyze rent rolls, lease terms,
and tenant histories to assess income stability. In Florida, where tourism fluctuations affect
occupancy, understanding lease escalations and renewal options is key.

MBS Florida supports legal due diligence by providing detailed inspection reports that can flag
physical issues impacting legal standing, such as code violations. Our documentation reviews
often uncover discrepancies that legal teams can address promptly.



Physical Inspections: Uncovering Hidden Defects

Physical inspections are perhaps the most hands-on aspect of due diligence. A professional
inspection evaluates the property's condition to identify structural issues, mechanical failures,
and maintenance needs.

In Florida, where humidity and salt air accelerate wear, inspections should cover the roof,
foundation, HVAC systems, plumbing, and electrical. Our team at MBS Florida uses state-of-the-
art drone technology to inspect expansive roofs without invasive methods, saving time and
reducing risks.

Look for structural issues like cracks in foundations or walls, which could indicate settling soil—a
common problem in Florida's sandy terrain. Termite damage is another prevalent concern;
Florida ranks high in termite infestations, so a pest inspection is non-negotiable.

Interior inspections assess flooring, ceilings, and fixtures for water damage or mold,
exacerbated by the state's tropical climate. Exterior checks include siding, windows, and
landscaping for erosion or flood-prone areas.

We recommend phased inspections: an initial walkthrough followed by specialized tests. For
commercial properties over 10,000 square feet, our inspectors provide comprehensive reports
with photos and recommendations, helping you negotiate repairs or price reductions.

By choosing MBS Florida for your inspections, you gain access to experts who understand
Florida-specific challenges, ensuring no stone is left unturned.

Addressing Structural Issues in Florida Properties

Structural issues can turn a promising investment into a money pit. In Florida, factors like
expansive clay soils, sinkholes, and seismic activity (though minor) contribute to these
problems.

During due diligence, hire a structural engineer to assess load-bearing elements. Look for signs
of foundation settlement, such as uneven floors or doors that won't close. In coastal areas,
corrosion from saltwater can weaken steel reinforcements.

Sinkholes are a unique Florida risk; review geological surveys and insurance records for history.
If a property is in a high-risk zone, additional geotechnical testing may be needed.

Roof integrity is critical, especially for flat-roofed commercial buildings common in Florida.
Inspections should check for ponding water, membrane tears, or inadequate drainage, which
can lead to leaks and interior damage.



Environmental Risks: Navigating Florida's Sensitive Ecosystems

Florida's environmental risks demand specialized due diligence. The state's wetlands, coastal
zones, and history of contamination make Phase | and Phase Il Environmental Site Assessments
(ESAs) essential.

A Phase | ESA reviews historical uses, regulatory records, and site reconnaissance to identify
potential contamination. Common concerns include underground storage tanks from former gas
stations or chemical spills in industrial areas.

If red flags arise, proceed to Phase Il, involving soil and groundwater sampling. In Florida,
proximity to waterways heightens risks of pollutant migration, potentially leading to Superfund
liabilities.

Wetlands delineation is key; federal and state laws protect these areas. Unauthorized filling can
result in fines exceeding $10,000 per day. Check for endangered species habitats, as
developments may require mitigation plans.

Flood zones are another environmental risk. Use FEMA maps to determine if the property isin a
Special Flood Hazard Area (SFHA), requiring elevated structures or flood insurance.

MBS Florida integrates environmental considerations into our inspections, noting visible hazards
like asbestos or lead paint. Our reports help clients coordinate with environmental consultants,
ensuring compliance and protecting investments.

Hurricane Risks: Preparing for Florida's Stormy Weather

Florida's hurricane risks are legendary, with the state averaging multiple storms annually. Due
diligence must evaluate a property's resilience to high winds, storm surges, and heavy rainfall.

Review the building's construction standards. Post-Hurricane Andrew in 1992, Florida adopted
stringent building codes, including wind-resistant designs. Check if the property complies with
the current Florida Building Code, especially for roof attachments and impact-resistant
windows.

Assess vulnerability to flooding and surges. Properties in evacuation zones or low-lying areas
face higher risks. Historical storm data from NOAA can reveal past damages.

Wind mitigation inspections are advisable; they can qualify for insurance discounts. Examine
shutters, garage doors, and bracing for weaknesses.

At MBS Florida, our drone-assisted inspections excel at identifying hurricane risks on roofs and
exteriors. We've helped clients in hurricane-prone areas like Cape Coral and Punta Gorda fortify
their properties, turning potential liabilities into strengths.



Insurance Considerations for Commercial Properties

Insurance considerations tie directly into risk assessments. In Florida, obtaining adequate
coverage for hurricanes, floods, and other perils is challenging and costly.

During due diligence, obtain insurance quotes early. Factors like location, building age, and
construction type influence premiums. For example, properties in wind pool areas may require
separate windstorm policies.

Flood insurance through the National Flood Insurance Program (NFIP) is mandatory in SFHAs.
Review elevation certificates to confirm compliance and potential rate reductions.

Liability insurance covers tenant injuries or property damage. Analyze loss runs from previous
owners to spot recurring claims, such as roof leaks.

Environmental insurance might be needed for contaminated sites. Business interruption
coverage protects against downtime from storms.

MBS Florida's inspection reports provide the documentation insurers need for accurate
underwriting. By highlighting strengths like reinforced structures, we help clients secure better
rates and comprehensive coverage.

Financial Due Diligence: Verifying Value and Viability

Financial due diligence scrutinizes the property's economic performance. Review three years of
financial statements, including income, expenses, and tax returns.

Calculate net operating income (NOI) and cap rates to assess value. In Florida's competitive
market, compare with similar properties in areas like Naples or Tampa.

Audit rent rolls for accuracy, noting vacancies or below-market rents. Project future cash flows,
factoring in Florida's economic drivers like tourism and population growth.

Appraisals are vital; engage a certified appraiser familiar with Florida markets. They consider
location, condition, and market trends.

Tax due diligence includes checking for unpaid property taxes or special assessments. Florida's
homestead exemptions don't apply to commercial properties, but incentives like Opportunity
Zones can offer benefits.

Our team at MBS Florida supports financial reviews by quantifying repair costs from inspections,
allowing precise budgeting and negotiations.



Zoning, Permits, and Land Use Planning

Zoning due diligence ensures the property suits your business. Florida's counties have varying
ordinances; verify permitted uses and setbacks.

Check for pending rezoning or comprehensive plan amendments that could affect value. In
growth areas like Estero or Bonita Springs, future infrastructure might enhance accessibility.

Permit history reveals code compliance. Unpermitted additions can lead to demolition orders.

Land use involves surveying for accurate boundaries and easements. ALTA/NSPS surveys are
standard for commercial deals.

MBS Florida's documentation reviews often uncover permit issues, integrating seamlessly with
zoning checks.

Title Search, Survey, and Encumbrances

A clean title is non-negotiable. Beyond initial searches, examine surveys for encroachments or
rights-of-way.

In Florida, littoral rights for waterfront properties add complexity. Ensure access to waterways if
applicable.

Title insurance protects against undiscovered defects. Opt for enhanced policies covering zoning
or survey matters.

Our inspections at MBS Florida complement title work by identifying physical encumbrances,
like unauthorized structures.

Lease and Tenant Due Diligence

For income-producing properties, lease reviews are critical. Analyze estoppel certificates from
tenants confirming terms.

Assess tenant creditworthiness and diversity to mitigate vacancy risks. In Florida's seasonal
economy, retail leases might include percentage rents tied to sales.

Security deposits and maintenance responsibilities should be clear to avoid disputes.

MBS Florida evaluates property conditions impacting leases, such as HVAC adequacy for tenant
comfort.



Conclusion: Partner with MBS Florida for Seamless Due Diligence

Navigating Florida commercial property due diligence requires expertise in inspections,
environmental risks Phase | & Il ESA, structural issues, hurricane risks, and insurance
considerations. By following this guide, you'll minimize surprises and maximize returns.

At Menard Building Solutions, we're your trusted partner in Southwest Florida. From Boca
Grande to St. Petersburg, our comprehensive services protect your investments. Contact us at
mbsflorida.com to schedule an inspection and ensure your next deal is a success.

Environmental Inspection can be worth the look, if you suspect Building is on bad soil

Phase | ESA Flow Chart

- — —
Site History &
Records Review

o

Phase Il ESA Flow Chart

[
Groundwater Testing

No Contamination Found Contamination Detected
Mo Egthar Acten, \\ l »



