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Colliers Parent Opting Out from its Largest REO Services Contract 
As New Foreclosure Activity Stalls, Servicing Profits Harder To Come By 

Colliers International parent FirstService Corp. has decided to transition out of a large property services 
agreement with a U.S. government-sponsored entity to manage a portfolio of foreclosed residential properties. 
 
The agreement, initially awarded in 2008 to FirstService's Field Asset Services (FAS) company, was reset earlier 
this year with a significantly increased scope in work without an increase in additional pricing to FirstService, said 
John Friedrichsen, senior vice president and CFO of FirstService. The reset also came at a time when 
competition for such work has become very competitive and the total amount of REO resolution work has 
plateaued, Friedrichsen said. 
 
Field Asset Services provides pre-foreclosure, REO and renovation field services for major residential mortgage 
lenders. First Service acquired 80% of the Austin, TX-based firm in 2007 at a time when the market was 
experiencing significant growth in portfolios of foreclosed residential properties. However, that growth has now 
stalled, Friedrichsen said. 
 
The current annual run rate of revenues generated by the agreement is approximately $100 million, down 30% 
from the prior year, as a result of industry-wide reductions in order volumes consistent with declines in 
foreclosure activity in the U.S. 
 
That foreclosure volume could increase again, Friedrichsen said. However, while the backlog of properties in 
distress remains at near-record levels, assuming no change in the regulatory environment, foreclosure 
repossessions are expected to remain at current levels for the balance of the year, he said. 
 
For the quarter ended March 31, FirstService reported that its property services revenues (which includes Field 
Asset Services) totaled $84.8 million, down 26% from $114.5 million in the same quarter a year ago. Adjusted 
EBITDA for the quarter was $2.9 million, versus $11.3 million in the prior year quarter. 
 
FirstService said Field Asset Services attempted to provide services under revised terms, but determined it could 
not do so profitably at an acceptable quality standard, Friedrichsen said. 
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Friedrichsen said confidentially agreements prevented FirstService from identifying the U.S. GSE to which it is 
under contract. 
 
Field Asset Services is headed by Dale McPherson, its president and CEO and a divisional executive for 
FirstService. McPherson was recently selected to join the FNMA Vendor Advisory Board. FNMA is the acronym 
for Federal National Mortgage Association or Fannie Mae, the largest U.S. government sponsored entity. 
 
Friedrichsen said that after discussions with the unidentified GSE, it was agreed that FAS would transition out of 
the contract as soon as Aug. 1. 
 
FirstService said excluding $2 million in pre-tax reorganization charges which will be taken in the third quarter, 
the impact on its adjusted EBITDA is expected to be positive. 
 
Friedrichsen said the company had not determined whether dropping the contract would result in any layoffs at 
Field Asset Services, but that it hoped to transition employees under the contract to other of FAS' clients. 
 
The contract is Field Asset Services largest contract, but not its only one. The company has approximately 25 
other clients and serves an REO portfolio of about $7 billion in residences. 

Need Relief? 
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CRE Loan Shares Continue To Be a Concern for Bank Regulators 
While Cautiously Optimistic on Prospects for CRE Lending, Jumping Too Rapidly on Another Boom 

Could Lead to Another Bust, Warns Comptroller of the Currency 

There are few concerns more central to the soundness of the nation's banks and thrifts than commercial real 
estate credit, Thomas J. Curry, Comptroller of the Currency, told attendees at last week's CRE Finance Council 
conference in Washington, DC. 
 
You can see the reason for that concern in the numbers, noted Curry. National banks and federally chartered 
thrifts hold more than $700 billion in total commercial real estate loans, which amount to 14% of their aggregate 
loan portfolios. 
 
"That's a big share of loans, but those numbers don't begin to describe the extent of CRE concentrations for 
community banks and thrifts, which tend to have much larger relative exposures," Curry said. "For banks and 
thrifts in the OCC's Community Bank Supervision program, CRE accounts for 37% of the total loan portfolio." 
 
On the one hand, while CRE is a bread-and-butter product for community banks and thrifts, "it is also true that, in 
too many cases, concentrations in commercial real estate have led to significant losses and failures of 
community banks. The vast majority of community bank failures over the past three years involved commercial 
real estate to some degree, and in most of these cases, that exposure was the primary reason for failure," Curry 
said. 
 
That fact is evident this month when regulators shut down Security Exchange Bank in Marietta, GA, which had 
the highest percentage of distressed commercial real estate assets in the country compared to total assets. 
 
As of March 31, Security Exchange Bank had $151 million in total assets and CRE lending did, in fact, make up 
37% of its total loan portfolio. 
 
However, 37% of Security Exchange Bank's total assets also were delinquent CRE loans or foreclosed CRE 
properties. The bank held $38.5 million of foreclosed real estate. 
 
The Georgia Department of Banking and Finance closed the bank and appointed the Federal Deposit Insurance 
Corp. (FDIC) as receiver, which entered into a purchase and assumption agreement with Fidelity Bank in Atlanta, 
Georgia, to assume all of the deposits of Security Exchange Bank two branches. 
 
The FDIC and Fidelity Bank also entered into a loss-share transaction on $102.8 million of Security Exchange 
Bank's assets. Fidelity Bank will share in the losses on the asset pools covered under the loss-share agreement. 
 
"That's not to say that CRE concentrations threaten the viability of all community institutions. Far from it," Curry 
said. "The overwhelming majority of the banks and thrifts we supervise are managing their CRE exposures very 
well. Our message to these institutions is clear and consistent: continue to work with borrowers who face 
difficulties, but also recognize and address problem credits by maintaining appropriate loan loss reserves and 
taking appropriate charge-offs when repayment is unlikely." 

OUTLOOK: THE GOOD AND THE BAD 

Curry told conference attendees there is both good and bad news in the outlook for commercial real estate. 
 
"We see real and tangible signs of improvement in CRE markets and CRE loan performance, and that gives us a 
reason for cautious optimism," he said. 
 
On the positive side, demand for multifamily housing is picking up, in no small part because homeownership 
rates dropped as the economy turned down, but supply is growing as well. Demand for office buildings is 
growing steadily, but moderately, reflecting the slow growth in employment. Demand for retail and warehouse 
space is also improving, due to increased consumption, but weakness in the housing market and technological 
advances that favor internet sales over retail stores are hurting some segments of the market. 
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"However, as a supervisor, I have to be more concerned about the very strong headwinds these markets and 
their lenders still face. In fact, while we are seeing improvements in some of the fundamentals, even the positive 
trends come with qualifications and risks," Curry said. 
 
"Although demand for CRE space is increasing, it remains soft relative to historical norms. Thus while vacancy 
rates have improved, they are likely to remain elevated in many markets over the next couple of years," he 
added. "Rental rates and net operating income are well below peak levels, and net operating income is expected 
to continue to decline nationally for the next year or two for warehouse, office, and retail space. Many leases 
signed during the boom will be renewed with lower rents, and that will continue to put downward pressure on net 
operating income." 
 
"Despite the remaining obstacles, we know the environment will eventually improve," Curry said. "Booms don't 
last, and bubbles inevitably burst. When the economy is growing, demand for all kinds of commercial real estate, 
from office buildings to warehouses, increases quickly, and rental income begins to grow rapidly. At that point, it 
will be tempting for lenders to grow their CRE portfolios. Again, this is an essential product for community banks, 
and CRE growth can lead to very healthy-looking profits in the short run." 
 
"But the short run is, well, short," Curry said. "Sooner or later, the market turns, and when it does, lenders with 
outsized concentrations, particularly those who grew their portfolios rapidly, will experience the same painful 
adjustments and losses that we are working our way through right now. It does lenders little good to rack up 
record profits during the boom if they have to give them all back and more during the bust." 

Top 10 Threats to CRE This Summer 
Myriad of Problems Could Hold Back Full Recovery 

While traditionally a time for rest and relaxation, this summer could pose further threats to the fragile recovery in 
the commercial real estate industry. Ongoing and pending distresses in the market are numerous and 
troublesome -- and for the most part are the type the industry can do little about. 
 
We asked CoStar Group news readers to identify the most troublesome threats they see to the CRE market this 
summer and they identified nearly 20. For the most part, readers did not separate problems in the housing 
industry from threats they see in CRE. Government actions and inactions figured prominently. Readers said 
pending capital market regulations, Fannie Mae and Freddie Mac's handling of foreclosures, and the federal 
government's inability to reach any consensus or compromises were all working to keep CRE markets and the 
economy in general from gaining solid footing for a sustained recovery. 
 
"The inability of the federal government to reach any consensus or compromises, and their continual pandering 
to special interest affects both our relationship internationally, and at home. And I am talking about both major 
parties," said Marilyn Martin of Columbia Valuation Group Inc. in Seattle. 
 
Steve Miller of Steve Miller & Associates Real Estate near Knoxville, TN, said: "The way Fannie Mae and 
Freddie Mac are handling the foreclosures, our housing market will never recover. Fannie and Freddie have only 
one or two agents in each area to handle all the foreclosures. Most real estate agents are avoiding even selling 
the foreclosures because of the paperwork and time involved." 
 
David Zier, principal of Melvin Mark Cos. in Portland, OR, said, "CRE depends on a healthy and growing 
economy. The economy grows when private sector business can make a profit, and expand. The huge burdens 
of taxes and regulations that have been put in place or threatened for 2013 clearly have dampened private 
sector growth the last three years." 
 



 

THE WATCH LIST NEWSLETTER 5 

 

Susan Lawrence, president of Real Estate Strategies Inc. in Winter Park, FL, said the private sector has to share 
some of the blame. "CRE is in danger. To borrow a phrase from comedian Dennis Miller, the industry looks like 
'a cosmic bunny hole.' There is a lack of certainty about the future that could keep CRE slugging along for many 
years. The entrepreneurial spirit found among real estate owners, lenders, operators and developers is being 
beaten down by expensive over-regulation, threatened tax increases, and fundamental uncertainty as to whether 
owning or lending on real estate is worth the hassle. Interest rates, jobs, housing, the Eurozone problems, slow 
markets, etc. - the CRE industry can roll with those things as it has in the past. What the industry can't roll with is 
that the concept of 
real estate profits 
has become uncool 
to the people 
running our 
government." 
 
But without further 
ado about where 
the fault lies, here 
are the Top 10 
Threats to CRE this 
summer based on 
reader responses, 
counting down from 
10 to one. 

NO. 10: RISK 
AVERSION 

Risk aversion is a 
major threat to the 
real estate market 
and our economy, 
resulting in too 
much excess 
property on the 
market. The 
biggest part of the 
problem is no one 
wants to take a big 
hit and move on to 
the next level. 

Morton Stein, 
broker, Trace 

Realty, Franklin, 
TN 

NO. 9: INABILITY 
TO SELL 
PROPERTIES 
QUICKLY 

Commercial real 
estate will continue 
to bounce along 
the bottom as it has 
been for the past 
two years. There is 
such a backlog of 
underwater 
properties still, that 
it will take several  

http://bit.ly/LbesNV
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more years to get them all worked out. Therefore whether the economy rebounds significantly or it plummets 
sharply, the net effect on asset values will be minimal. 

Marty Busekrus, senior associate, CBRE | Capital Markets, Boca Raton, FL 

NO. 8: AGGRESSIVE COMPETITION FOR PRIME REAL ESTATE INVESTMENTS 

While job creation and the proposed changes in the tax laws will have the greatest impact on the overall 
economy, the variable that will most impact CRE is overly aggressive lenders that are over leveraging assets and 
limiting recourse -- leaving few viable exits in the event a weakening economy leads to rent compression, higher 
vacancies and/or increasing interest rates. 

Gary Owens, senior vice president, California Bank & Trust, San Diego, CA 

NO. 7: POTENTIAL INCREASES IN INTEREST RATES 

The repeated concern my clients vocalize is the specter of rising interest rates. I am seeing this play a huge role 
in financing decision and hold strategies. Many times guys are opting to pay higher costs for debt if they can get 
a 10-year or 15-year term on a loan to hedge bets on where rates will be upon maturity. Also, some guys are 
even willing to endure the brain damage of a HUD loan, as they put the deal to bed for good when they close on 
the 223 Loan (a 35-year, fully amortizing loan product). 

A.J. Beachum, senior sales associate Income Property Organization, Bloomfield Hills, MI 
 
The world's liquidity would seize up if we were to see a spike in interest rates. The tipping point for the economy 
has always been interest rates. The Fed through the Treasury control interest rates. 

Luke Wood, partner, Haverwood Management LLC, Austin, TX 

NO. 6: INABILITY TO ACQUIRE CAPITAL OR FINANCING 

One of the main reasons the housing recovery continues to stumble is that of most of the U.S. population has an 
inability to acquire capital or financing. The banks and mortgage companies will look for any reason not to 
finance a residential purchase or a refinance because they cannot sell the loan to Fannie Mae or Freddie Mac 
due to over restrictive under writing criteria. No one can qualify for the lowest interest rates in 60 years because 
the banks do not want to lend money to the average Joe. 

Mike Austin, Madera County Assessor's Office, Madera, CA 

NO. 5: HOUSING RECOVERY KEEPS STUMBLING 

The secondary reason for the housing recovery stumbling is the asset impairment of the housing stock due to 
the banks unreasonable demands regarding selling their foreclosed inventory. There are multiple millions of 
properties sitting vacant for years due the banks inability to properly market and sell these properties in a 
reasonable amount of time. Until the banks are willing to take some of the losses and not rely on Fannie Mae or 
Freddie Mac's insurance policies to cover their past bad financial decisions the residential sector cannot recover. 
As we have all seen time and time again, businesses cannot thrive and commercial real estate assets values will 
not improve until the residential sector comes out of its slump. 

Mike Austin, Madera County Assessor's Office, Madera, CA 

NO. 4: FINANCIAL CONDITION OF TENANTS 

With little to no hiring going on our existing tenants aren't expanding like they had been. Some of our tenants 
have bid work so tight they can't turn a profit; so they're renewals won't happen and their ability to fulfill they're 
obligated lease term is in question. 

Wade Johnson, Jr., property manager, Shockey Cos., Winchester, VA 

NO. 3: DISORDER IN - OR EVEN AN OUTRIGHT BREAKUP OF - THE EURO-ZONE 

If there is a lack of foreign capital investing in the U.S., we will see fewer deals. I see that as a threat. 
Damon Jordan, principal, The Swearingum Group Inc., Detroit, MI 

 
We see this as a primary threat. Interest rates will go up for bonds and debt if European banks and the Euro 
crashes. 

Luke Wood, partner, Haverwood Management LLC, Austin, TX 

NO. 2: EXISTING DEBT OVERHANG FROM 2006-2008 
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There is still a pipeline of properties that have yet to be dealt with. You can only kick the can, delay and pray, 
hope and cope, for so long. 

Nick Miner, vice president - investments, Commercial Properties Inc., Scottsdale, AZ 
 
Existing lenders are more and more willing to work with borrowers to extend or modify loans. I believe these 
extensions will backfire in the next few years when the huge refinance bubble comes. 

Doug Austin, vice president, NorthMarq, San Diego, CA 

NO. 1: LACK OF JOB CREATION 

All of the threats are part of a larger threat to CRE which is now "stagnation" and not "recession." There is no 
real overall economic growth taking place. Some sectors, like health care or recently autos are bright spots. But 
until there is real job growth in the 5% range this economy will continue to limp along impacting CRE for the near 
term and beyond. 

Phil Cody, principal, The Cody Co., Milford, MI 
 
Job creation is the No. 1 problem or lack thereof. If jobs could be created, people could/would spend money and 
that should kick start a demand of goods and drive manufacturing. Bring manufacturing back to the USA! Greg 
Hunter, senior director / industrial specialist, Commerce Real Estate Solutions, Salt Lake City, UT 
 
Lack of job creation seems the biggest stumbling block. Our part of the CRE business, office, is directly 
dependent upon job growth. Without additional employment there's no need to take on additional space. 

Brian Hennessey, senior vice president, Colliers International, Encino, CA 
 
The economy and CRE markets have proven resilient in the face of these threats from some time. Here's hoping 
we see these threats diminish by the fall. Enjoy the summer. 

Not Hiring: No Signs of Imminent Hiring Boom 
Nokia, Lockheed Martin, and Roche All Planning Big Layoffs 

Coming up three years since the end of the Great Recession, the economy has oncly recovered about half of the 
nearly 8.8 million jobs lost. While some modest hiring has occurred, the gains have bee offset in part because 
many companies are still in a downsizing mode. The latest major layoff announcements have come from Nokia 
Corp., Lockheed Martin Corp. and Roche. 
 
According to outplacement firm Challenger, Gray & Christmas, the private sector has managed to string together 
27 consecutive months of net payroll gains totaling 4.3 million new jobs, which has not been nearly enough to 
make a much of a dent in unemployment. 
 
Also unfortunately, there are no signs of an imminent hiring boom, the firm said. The latest NFIB survey of small 
businesses, which are critical to job creation, found that business owners expect the U.S. economy to get 
somewhat worse instead of better over the next six months. 
 
Further signs of sub-par hiring expectations can also be seen in survey results released this month by 
Manpower, which showed that while hiring prospects have improved slightly in the U.S., companies report that 
they will only add workers "when they have to." 
 
Right now, though, major companies are still downsizing. 
 
Nokia this month outlined a range of planned actions aimed at improving its operating model and returning the 
company to profitable growth. Nokia intends to reduce its 'device and services' operating expenses, substantially 
reduce its headcount and reduce its factory footprint. 
 
Nokia plans to reduce up to 10,000 positions globally by the end of 2013. 
 
Lockheed Martin is also looking at downsizing. 
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The U.S. Department of Defense has committed to reduce spending by $487 billion over the next decade with 
$47 billion of that reduction occurring in the year starting Oct. 1, 2012. 
 
"We have been responding to this challenge by reducing our overheads, cutting capital expenses, curtailing 
research and development, consolidating facilities, and engaging in very painful but necessary reductions in 
force across our company," Robert J. Stevens, chairman and CEO of Lockheed Martin, said in a speech last 
week. "We understand the need to address our nation's fiscal challenges and we are very much doing our part. 
Over the past few years, we have reduced costs by billions of dollars. We've removed a million and a half square 
feet from our facilities' footprint and we will reduce another 2.9 million square feet before the end of 2014." 
 
"Today our workforce is 18% smaller than it was just three years ago and the pace of our hiring has slowed 
considerably," Stevens said. 
 
"With only 196 days remaining [in the current fiscal year], we have no insight as to how sequestration, this law, 
will be implemented … which programs will be curtailed; which sites will be closed; which technologies will be 
discontinued; which contracts will be reformed; which suppliers-particularly our small business participants, who 
are so vital to our supply chain-will be impacted; and certainly most tragically, how many people are going to be 
affected. How many dedicated employees are going to lose their jobs? How many families are going to be 
disrupted," Stevens said. "I suspect that on one level it might be flattering to believe that our industry is so robust, 
so durable, so as to absorb the impact of sequestration without breaking stride. But this is a fiction." 
 
Then lastly, Switzerland-based Roche plans to consolidate activities within its Research and Early Development 
division. As a result, Roche's 2 million-square-foot site on Kingsland Street in Nutley, NJ, will be closed and 
research and development activities will be consolidated at the existing sites in Germany and Switzerland. 
Closure of the Nutley site is expected to result in a reduction of around 1,000 positions. The transfer of business 
operations in Nutley is planned to be completed by end of 2013. 
 
Some of that sting will be mollified as Roche also said it is in the process of identifying a site on the East Coast 
for a new Translational Clinical Research Center. This new center is expected to host around 240 employees 
and be operational by early 2013. 

Goodman Enters U.S. Market with $1.5 Bil. Investment Partnership 
One of the world's largest industrial and business property operators is entering the U.S. market. 
 
Goodman Group in Sydney Australia entered into an agreement with California-based, Birtcher Development 
and Investments focused on the development of, and investment in, prime logistics and industrial facilities in key 
locations across North America. Birtcher will have a management carried interest. 
 
Goodman is in final stages of due diligence with regard to a capital partnership targeting $800 million of equity 
commitments. 
 
Goodman's development led investment strategy will focus initially on the development of prime logistics and 
industrial facilities in key logistics hubs, with the ability to invest in stabilized properties over time. 
 
Goodman and Birtcher have secured four development sites, two in the Inland Empire and one each in Oakland, 
CA, and the Lehigh Valley of Philadelphia. The sites will support in excess of 9.8 million square feet of gross 
rentable area and a combined total completion value of more than $700 million. 
 
Other key logistics hubs based around inland ports, intermodals and tier one ports will be considered going 
forward. 
 
"With $19 billion of assets under management throughout Asia Pacific and Europe, our entry into North America 
is a logical step in the expansion of our operating platform to service our global customers and equity partners in 
the world's largest logistics and industrial market. Over time we also see the U.S. and Canadian markets growing 
to be among Goodman's largest markets in terms of assets under management," said Greg Goodman, Goodman 
Group's CEO. 
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"The investment strategy for the partnership will be to target investment in logistics and industrial property in key 
North American markets, focusing initially on development led opportunities, with value add and stabilized asset 
acquisitions to be considered over time in line with market conditions," Goodman added. 

Blackstone Completes $2.7 Billion in Deals 
Blackstone's flagship real estate fund completed a busy week concluding a $1.4 billion purchase of 46 shopping 
centers and $770 million purchase of an industrial portfolio. 
 
Blackstone's and DDR Corp. closed on the $1.4 billion acquisition of a portfolio of 46 shopping centers previously 
owned by EPN Group. 
 
The joint venture has assumed approximately $635 million of senior non-recourse debt and has originated an 
additional $320 million non-recourse loan facility, which has a five-year term. 
 
Blackstone Real Estate Partners VII, a real estate fund managed by Blackstone on behalf of its investors, owns 
95% of the common equity of the joint venture and an affiliate of DDR owns the remaining 5%. 
 
DDR's contribution was $17 million of common equity, $150 million of preferred equity with a fixed dividend rate 
of 10%, and DDR assumed a pro rata share of joint venture debt of $48 million. 
 
DDR will continue to provide leasing and management services and has the right of first offer to acquire ten of 
the assets under specified conditions. 
 
The 46 shopping centers acquired by the joint venture are open-air, value-oriented power centers located in 20 
states, representing 10.6 million square feet and are currently 90% leased. The top ten tenants by base rent 
include the TJX companies, Kohl's, PetSmart, Dick's Sporting Goods, Best Buy, Bed Bath & Beyond, JoAnn's, 
Old Navy, Walmart and Home Depot. More than 94% of the net operating income (NOI) is generated from prime 
assets, with 50% of such NOI derived from properties in the top 25 MSAs. The portfolio features average 
household income of approximately $88,000 and average population of over 300,000 people in a seven-mile 
trade area. 
 
Separately, Blackstone Real Estate Partners VII also picked up a Central U.S. industrial portfolio from Australia-
based Dexus Property Group. The $770 million transaction is the largest single industrial real estate portfolio 
sale in the US in 2012. 
 
The portfolio consisted of 65 industrial properties and included three recently completed large Class A 
distribution facilities leased to Whirlpool Corp. 
 
The Los Angeles office of Eastdil Secured represented DEXUS in the transaction. 

Paladin REIT Preparing To Liquidate 
Paladin Realty Income Properties Inc., a Los Angeles-based SEC-registered, non-traded REIT, is terminating its 
common stock offering and planning the liquidation of its assets. 
 
The REIT notified existing shareholders of the wind-down in a letter this past week. 
 
As of March 31, Paladin had raised gross offering proceeds of $78.7 million and owned interests in 13 joint 
venture investments that own 14 properties, including 12 multifamily properties and two office properties. Most of 
the properties are located in the Atlanta, Kansas City, Philadelphia, Tampa and San Diego markets. 
 
"Our portfolio represents real estate assets in excess of $220 million," the letter stated. "Our property portfolio is 
performing well, having weathered the financial crisis, and is currently benefitting from the strong national market 
for rental apartments." 
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Paladin REIT's net operating income for the year ended Dec. 31, 2011, was $12.9 million as compared to $10.4 
million for 2010 and its net operating income for the quarter ended March 31 was $4 million. 
 
"To date, we have continued to offer our shares because we believed that we could achieve a significantly larger 
size and scale and generate increased revenue from additional investments over an extended time period," the 
shareholder letter stated. "However, we have now determined that we are unlikely to achieve that goal, 
particularly given the relatively short time period remaining prior to a liquidity event [February 2015]." 
 
Paladin REIT is evaluating options to maximize shareholder value. These options may include engaging an 
advisor to evaluate strategic alternatives. Such alternatives may include, among other things, a liquidation of our 
assets prior to February 23, 2015 or a sale, merger or other combination with another company or REIT. 

PALADIN REIT PORTFOLIO 

Multifamily 

Property Location Year Built Size 

Champion Farms Apartments Louisville, KY 2000 264 Units 

Fieldstone Apartments Woodlawn, OH 2001 244 Units 

Pinehurst Apartment Homes 
Kansas City, 
MO 

1986 and 1988; renovated in 
2006 146 Units 

Pheasant Run Apartments 
Lee's Summit, 
MO 

1985; renovated in 2003 and 
2004 160 Units 

The Retreat Apartments Shawnee, KS 
1984; renovated in 2004 and 
2005 342 Units 

Hilltop Apartments 
Kansas City, 
MO 1986 124 Units 

Conifer Crossing Norcross, GA 1981 420 Units 

Lofton Place Apartments Tampa, FL 1988 280 Units 

Beechwood Gardens Apartments 
Philadelphia, 
PA 

1967; renovated in 2003 and 
2004 160 Units 

Stone Ridge Apartments Columbia, SC 1975 191 Units 

Coursey Place Apartments 
Baton Rouge, 
LA 2003 352 Units 

Pines of York Apartments Yorktown, VA 1976 248 Units 

Office 

Two and Five Governor Park (two 
properties) San Diego, CA 1985 and 1989 

22,470 SF. and 53,048 
SF 

Brandywine Allstate JV Stepping Up Washington, DC, Acquisitions 
Brandywine Realty Trust's Brandywine-AI Joint Venture is set to acquire Station Square, a three office building 
property totaling 499,395 square feet in Silver Spring, MD. 
 
The venture acquired the properties for $120.6 million, or $241 per square foot. In connection with the 
acquisition, the joint venture has secured $66.5 million of non-recourse property financing with a maturity date of 
July 2019 and an interest rate of 3.22%. 
 
The properties are: 

 1010 Wayne Ave., 196,663 square feet, 96% occupied; 

 1100 Wayne Ave. 162,832 square feet 89% occupied; and  

 8484 Georgia Ave., 139,900 square feet, 94% occupied. 
 
"We are excited that our venture is acquiring three well-located and metro-served assets in Silver Spring's CBD 
at a significant discount to replacement cost," stated Gerard H. Sweeney, president and CEO of Brandywine 
Realty Trust. "The Brandywine-AI Venture plans to seek additional office building acquisitions in the Washington, 
DC, markets, with particular emphasis on quality properties located near transit and amenities inside the Capital 
Beltway." 
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"This venture is an important part of our ongoing effort to expand our portfolio of direct investments in 
commercial real estate and we are pleased to be making a new acquisition alongside Brandywine," said Mike 
Moran, Managing Director and head of Allstate Investments' real estate investment group. 
 
The seller is a joint venture between Urdang's Value-Added Fund II and Moore & Associates. Urdang is the real 
estate investment management subsidiary of BNY Mellon. Moore & Associates is a full service commercial real 
estate investment, development and management firm headquartered in Bethesda, MD. 
 
Urdang acquired the properties in December 2009 for $74.7 million, or about $150 million/square foot. 
 
Brandywine-AI paid less than the properties 2005 value of $127.3 million, which is what CalPERS paid for it that 
year as part of its National Office Portfolio. 
 
Separately, Brandywine Realty Trust sold its Pacific Ridge Corporate Center, a two building office property 
totaling 121,381 square feet in Carlsbad, CA, for $29 million or $239 per square foot. The property was 84% 
leased at the time of closing. 
 
"The sale of Pacific Ridge is a continuation of our objective to sell non-core properties and recycle capital into 
our target markets," Sweeney said. "With this deal, we have now completed $123 million of property sales in 
2012 which puts us closer to achieving our target goal of $175 million in our 2012 business plan. Moving forward, 
we will continue to explore selling non-core properties on a selective basis in order to maximize value as well as 
improve the overall quality of our portfolio." 

Double Exposure: Ritz Camera Files Ch.11 Again 
Ritz Camera & Image, the country's largest specialty camera and image chain, filed for Chapter 11 bankruptcy 
reorganization. The Beltsville, MD, based firm operates 265 photo stores in more than 30 states throughout the 
country. 
 
It plans to use the bankruptcy filing to get out from under money losing leases, the company said in its 
bankruptcy filings. While it has not yet identified which stores or how many it will close, the chain holds leases 
with some of the largest retail landlords in the country, including: Brixmore Property Group, CBL & Associates, 
DDR, Federal Realty Investment Trust, GGP, Macerich Co., Simon Property Group and Westfield. 
 
RCI traces its origins back to the prior owner of the business, Ritz Camera Centers Inc., which filed for 
bankruptcy in 2009. RCI acquired that company in a court-approved auction. 
 
According to RCI's chief restructuring officer Marc Weinsweig, founder, principal, and managing director of 
Weinsweig Advisors. RCI made significant strides since its formation in 2009 to move toward profitability. In fact, 
it made a profit in the second half of 2011, and merchandise sales were significantly improved in May 2012. 
 
However, even with this recent success, Weinsweig said RCI was restrained by a lack of sufficient liquidity and 
capital to sustain its operations with its current store count. 
 
"This deficiency proved too much for the company to overcome. Although significant efforts were made to obtain 
the necessary capital and liquidity to provide for the working capital needs of RCI, those efforts were not 
sufficiently successful to permit the company to restructure outside of Chapter 11," he said. 
 
RCI's prior twelve-month net sales through April 30, 2012 totaled approximately $254 million. 
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Loans and Properties Under Surveillance 

 

7-Eleven Acquires 18 Open Pantry Stores in Wis. 
7-Eleven Inc. acquired 18 Open Pantry convenience store locations in Wisconsin, primarily in the greater 
Milwaukee and Madison markets. Terms of the deal were not disclosed. 
 
All 18 stores are located in the lower third of the state with the northernmost store in Oshkosh and the 
southernmost in Kenosha. Four stores are located in Milwaukee city-proper and others in the surrounding 
communities of Franklin, Brookfield, Delafield, Oak Creek, New Berlin, Sussex, Oconomowoc and Pewaukee. 
Another three are in Madison. A few existing Open Pantry locations are not included in the deal. 
 
"7-Eleven has set and met very ambitious growth goals the past three years, here in the U.S. and 
internationally," said Robbie Radant, 7-Eleven vice president of mergers and acquisitions, "and, we are on track 
this year to surpass even those record-breaking years. Last year, 7-Eleven opened more than 600 stores in the 
U.S. and Canada and is on target to open at least 630 in 2012." 
 
The acquired sites are all company-owned stores. Fourteen of the 18 stores are retail fuel locations operating 
primarily under the BP brand. Each branded-fuel site will continue to accept that oil company's fleet card. 
 
7-Eleven will start remodeling and rebranding the locations soon, with the bulk of the work anticipated to be 
completed by the end of 2012. 

WCI Communities Completes $175 Million Capital Raise 
Homebuilder WCI Communities raised $175 million of new capital, including a $125 million term note due in 
2017 and $50 million of additional equity. 
 

http://bit.ly/t0dxKa
http://bit.ly/t0dxKa
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Proceeds of the investment will be used to pay off WCI's existing term loan and provide the company with 
additional capital for growth to expand its homebuilding and development operations in Florida, where it is based 
in Bonita Springs. 
 
Investment funds managed by Monarch Alternative Capital LP and Stonehill Capital Management LLC provided 
the debt capital, while existing shareholders -- including Monarch and Stonehill -- provided the additional equity 
through a rights offering. 
 
"These investments support the next phase of WCI's progression as we continue to execute the elements of our 
growth plan, including strategic land acquisitions in key Florida markets to expand our portfolio of lifestyle 
communities," said David Fry, WCI's president and CEO. 
 
WCI is currently marketing and building homes in 23 neighborhoods within nine active master-planned 
communities, offering a range of single-family, townhome and condominium residences. 
 
"The Florida real estate market has shown signs of improved health, and we have exceeded sales projections in 
several of our communities through the first part of this year," said Fry. "The company is on target to increase its 
closings and homebuilding revenue by more than 200% in 2012 -- a testament to the extraordinary efforts of our 
associates." 

Frisco Square Goes into Bankruptcy 
A subsidiary of Behringer Harvard Opportunity REIT I Inc. that owns Frisco Square, a mixed-use development 
project in Frisco, TX, has filed for Chapter 11 bankruptcy reorganization to protect their interest in the 48-acre 
property. 
 
Behringer Harvard Frisco Square LP owns the separate special purpose entities that borrowed $48.2 million from 
Bank of America against the property under two separate mortgages. 
 
A $43.6 million loan matured in January 2012 and the outstanding principal balance of the loan was not paid, 
which constituted an event of default. The lenders then accelerated the maturity of the second loan of $4.6 
million. 
 
The Frisco development project involves a 48-acre parcel divided into six tracts, that now include: 103,120 
rentable square feet of office space in three buildings that was 86.9% leased as of May 31, 2012; 110,395 
rentable square feet of retail space in six buildings that was 85.2% leased as of May 31, 2012, including a 12-
screen, 41,464-square-foot Cinemark theater that opened in December 2010; 114 multifamily units in two 
buildings that were 94.7% leased as of May 31; and 37.5 acres of fully developed office, retail, multifamily, hotel 
and parking garage development sites. 
 
The borrowers had been actively working with the lenders and have made numerous proposals to the lenders to 
restructure and extend the two loans. However, negotiations stalled and the borrowers determined that 
bankruptcy protection represented the best remaining option to preserve value. 

Watch List: Largest 'Underwater' Office Properties 
Information for these listings was provided by Trepp LLC, an industry leader in providing surveillance data on loan and 
commercial real estate performance underlying the CMBS market, and CoStar Group. 

Property 
Name Address 

Cur. Loan 
Bal. 

Most Recent 
Value 

Cur. 
LTV 

CMBS Deal 
Name; 
Special 
Servicer 

Payment 
Status 

Maturity 
Date 

Continental 
Towers 

1701 W. Golf Road, 
Rolling Meadows, IL $115,000,000 $42,000,000 2.74 

Cobalt 2006-
C1; CWCapital 
Asset 
Management 

90+ days 
del. 12/15/2016 
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Property 
Name Address 

Cur. Loan 
Bal. 

Most Recent 
Value 

Cur. 
LTV 

CMBS Deal 
Name; 
Special 
Servicer 

Payment 
Status 

Maturity 
Date 

Stadium 
Towers 

2400 E. Katella Ave., 
Anaheim, CA $100,000,000 $35,800,000 2.32 

JPM 2007-
LDP11; 
CWCapital 
Asset 
Management 

90+ days 
del. 5/15/2017 

One 
Alliance 
Center 

3500 Lenox Road, 
Atlanta, GA $165,000,000 $80,000,000 2.06 

LB-UBS 2007-
C2; Orix 

90+ days 
del. 5/15/2017 

Galleria 
Officentre 

100-400 Galleria 
Officentre, Southfield, 
MI $86,199,418 $48,100,000 1.86 

GE 2007-C1; 
Torchlight 
Loan Services 

Nonperf 
matured 
balloon 7/10/2012 

Continental 
Plaza 

401-433 Hackensack 
Ave., Hackensack, NJ $88,000,000 $48,300,000 1.82 

JPM 2004-
CIBC10; LNR 
Partners 

Nonperf 
matured 
balloon 7/12/2012 

Bank of 
America 
Plaza 

600 Peachtree Tree, 
Atlanta, GA $263,000,000 $202,000,000 1.80 

JPM 2006-
CIBC17; 
CWCapital 
Asset 
Management 

90+ days 
del. 10/12/2016 

119 West 
40th Street 

119 W. 40th St., New 
York, NY $160,000,000 $96,000,000 1.67 

GS 2007-
GG10; 
CWCapital 
Asset 
Management 

90+ days 
del. 4/10/2017 

Glendale 
Center 

611 N. Brand Blvd., 
Glendale, CA $125,000,000 $86,000,000 1.45 

Wach 2006-
C27; LNR 
Partners 

90+ days 
del. 7/15/2016 

City Tower 
333 City Blvd. West, 
Orange, CA $115,000,000 $80,000,000 1.44 

CS 2007-C4; 
Torchlight 
Loan Services 

90+ days 
del. 5/15/2017 

Two 
California 
Plaza 

350 S. Grand Ave., 
Los Angeles, CA $470,000,000 $350,000,000 1.34 

GS 2007-
GG10; 
CWCapital 
Asset 
Management 

60-89 days 
del. 5/10/2017 

315 Park 
Avenue 
South 

315 Park Ave. South, 
New York, NY $219,000,000 $178,000,000 1.23 

JPM 2007-
LDP11; 
CWCapital 
Asset 
Management 

Nonperf 
matured 
balloon 7/15/2012 

Penn 
Mutual 
Towers & 
Washington 
Square 
Garage 

510-530 Walnut St. & 
249 S. 6th St., 
Philadelphia, PA $102,381,690 $85,600,000 1.20 

ML-CFC 2006-
2; CWCapital 
Asset 
Management 

90+ days 
del. 4/12/2016 

Paces West 
2727 Paces Ferry 
Road, Atlanta, GA $82,934,460 $70,000,000 1.20 

BS 2006-
PWR13; Helios 
AMC 

Less tThan 
30 days 
del. 5/11/2016 

 


