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CRE Price Index Sees First Year-Over-Year 
Fewer Distressed Sales and Solid Activity in Investment Grade Deals Drive Sustained Pricing Rebound 

By: Randyl Drummer 
CoStar’s monthly National Composite Index of commercial real estate prices increased 2.2% in October from the 
same period a year ago, the first year-over-year improvement since the economic downturn began in 2008. 
 
The solid price recovery of investment-grade properties and the continued decline in distress sales spurred the 
growth in commercial property pricing, lifting the index to an impressive 1.8% gain in October from the previous 
month, continuing its upward trend. 
 
The year-over-year and monthly increases in October underscore the long-awaited positive momentum in the 
composite index, which has now achieved a steady 1.3% average monthly growth rate over the six-month period 
between May and October 2011, according to this month's CoStar Commercial Repeat Sale Index (CCRSI), 
based on 743 repeat sale transactions in October, and more than 100,000 repeat sale transactions since 1996. 
 
Other highlights from this month's CCRSI report include the following: 
 
The General Commercial Index continued its steady move upward, increasing by 1.4% in October, the sixth 
consecutive month of rising prices since reversing the 32-month downward trajectory in general commercial 
property pricing that began in September 2008. 
 
The Investment Grade Index gained a strong 3.4% in October from the previous month. After bottoming in late 
2009, this index bumped along near the bottom around the same level for almost two years before beginning its 

MARK HESCHMEYER, EDITOR WWW.COSTAR.COM DECEMBER 15, 2011 

mailto:rdrummer@costar.com?subject=CCRSI
mailto:mheschmeyer@costar.com
http://www.costar.com/news/
http://twitter.com/?status=Check out the latest CoStar %23WatchList for %23CRE news, property and loan leads via @mheschmeyer http://bit.ly/uTMgxl


The Nation’s Leading Real Estate 
Auctioneer and Loan Sale Advisor

WE PLAN ON SELLING MORE CRE THAN ANYONE IN 2012.
HOW MUCH OF IT WILL BE YOURS?

Subject to Auction Terms and Conditions. 
Auction.com, LLC (fka Real Estate Disposition, 
LLC), 1 Mauchly, Irvine, CA 92618.  CA Auction.
com RE Brkr 01093886; Auction Company 
SB 0475258, Mark Buleziuk SB  0418863, 
Michael E. Carr SB 0447257;  MI Auction.com 
RE Brkr  6505355610; NV Auction.com RE Brkr 
B.1000803.CORP.

FREE AUCTION.COM IPAD APP. 
To sell your commercial real estate or note portfolio, contact 
sales@auction.com.All properties and notes will be auctioned individually.

•  The highest recovery rates in the industry

•  Tens of billions of dollars in commercial  
 notes and real estate sold

•  Hundreds of thousands of pre-approved  
 buyers visit our site every month

•  Highly focused on best-in-class execution,  
 for the best possible results within 60 days

Jan 24 -28 National $200+ Million in Commerical REO Propeties & Note 
   Auctions inc. Multifamily, Office, Industrial, and Retail
 
Feb 7 -9 National $140+ Million in Commerical REO Propeties & Note 
   Auctions inc. Multifamily, Office, Industrial, and Retail
 
Feb 21 – 23 Western $650+ Million in Commerical REO Propeties & Note 
   Auctions inc. Multifamily, Office, Industrial, and Retail
 
Mar 5– 7 National $500+ Million in Multi Family Commercial REO 
   Properties & Note Auctions

UPCOMING AUCTIONS

For a complimentary portfolio valuation, contact Ken Rivkin at Ken.Rivkin@auction.com.

www.auction.com/CRE

Auction.com, LLC (fka Real Estate Disposition, LLC), 1 Mauchly, Irvine, CA 92618 (800) 499-6199.   
AZ REDC RE Brkr CO586378000; CA Auction.com RE Brkr 01093886; Auction Company SB 0475258, Mark Buleziuk SB  0418863, 
Michael E. Carr SB 0447257;  NV Auction.com RE Brkr B.1000803.CORP;  OR  RE Brkr  201102068; WA Auction.com RE Brkr 9943; 
Auction Firm 2370; Auctioneer Michael E. Carr 2801, Mark P. Buleziuk 2731. 

The nation’s leading real estate
auctioneer and loan sale advisor.

• The highest recovery rates in the industry
•  Tens of billions of dollars in commercial 

notes and real estate sold
•  Hundreds of thousands of pre-approved 

buyers visit our site every month
•  Highly focused on best-in-class execution, 

for the best possible results within 60 days

UPCOMING AUCTIONS

We plan on selling more Cre THan anyone in 2012.  
HoW muCH of iT Will be yours?

Dec 5-14 national $100+ million in Commercial reo & notes
Dec 6-8 Western 20+ non-performing residential loan pools 
   aZ, Ca, nV, or & Wa 
Dec 13-15 California $400+ million in Commercial reo & notes

CMA_Ad_3.5x4.5_Nov-18_M3.indd   1 11/10/11   9:49 AM

www.auction.com/CRE

http://www.auction.com/cre.php?utm_source=Costar&utm_medium=Watchlist&utm_campaign=DecemberCRE


 

THE WATCH LIST NEWSLETTER 2 

 

recent climb in March 2011. Growth resumed in September following a brief pause in August, and CoStar 
analysts predicted sustained growth because it synchronizes with the price increase tracked by the General 
Commercial Index, an indication of an across-the-board recovery. 
 
Stable fundamentals across most commercial property markets and product types, including improving 
occupancy, and softening downward pressure from distress sales, supported the solid performance of both the 
investment grade and general indices. The level of distress sales as a percentage of general commercial repeat 
sales fell from 33% in March 2011 to 24% in October 2011. For investment-grade properties, this ratio dropped 
even more steeply, from 53% to 28% in the same period. 
 
CoStar’s Investment Grade Repeat Sales Index increased by 3.4% in October 2011 and is now 6.9% above the 
same period last year, and 31.1% below its peak in August 2007. Despite the monthly and year-over-year 
increases in the Composite Commercial Repeat Sales Index, it remains 31.5% below its August 2007 peak. The 
General Grade Commercial Repeat Sales Index rose by 1.4% in October and is now 1.1% above the same 
period last year, and 32% below its peak in August 2007. 
 
The total of 743 sales pairs, on par with historical averages for transaction activity, according to the CCRSI 
December 2011 report, based on data through the end of October. At the low point in the last downturn in 
January 2009, a total of 385 sale transactions were recorded. Of the total sales pairs in October, 599 were 
general property sales and 144 were rated as investment grade. The pair counts for both indices are likely to 
increase slightly in coming months as additional closings are recorded, CoStar analysts noted. 
 
As the average transaction size increases, overall transaction volume continues to trend upward. Overall volume 
increased by 29.4% annually in October, while the average deal size increased by 23%. 
 
Distress sales continued to decline from 35.4% of total sales in March 2011 to 25.2% of all repeat sale 
transactions in October 2011. Although distress sales gradually declined over the past seven months, the overall 
level was still high on an historical basis, suggesting that distress continues to be a significant factor of CRE 
pricing. 
 
Also, by transaction count, General Grade sales pairs accounted for 80.6% of the total sales transactions, a ratio 
that has been stable over the past 12 months. 

Bank Bookmakers Ready To Take Wagers on CRE Stock Prices 
While ambivalent as a group lately about putting their money into U.S. commercial real estate lending, Bank of 
America, Wells Fargo & Co., JPMorgan Chase & Co. and Barclays PLC are currently backing, or are offering 
stock market investors the opportunity to wager on, a rebound in commercial real estate rebound in the coming 
years. 
 
Individually each of the banks' securities division has gone to market with note offerings tied to commercial real 
estate indexes this year. This is the tightest grouping of such offerings within a one-month time frame, and has 
three banks competing simultaneously for such investment dollars. 
 
The securities arm of the three bank holding companies (Barclays, JPMorgan and Wells Fargo) have filed to 
offer notes linked to the performance of the iShares Dow Jones U.S. Real Estate Index Fund (NYSEArca: IYR). 
 
The index is an exchange traded fund (ETF) created in 2000 and now has assets of about $2.9 billion. It holds 
stock interest in about 82 REITs and real estate companies. Its largest holdings include shares in: Simon 
Property Group, Public Storage, Equity Residential, Annaly Capital Management and HCP. 
 
The bet is that, if IYR shares are trading higher in two to three years from the price on date of the note's 
valuation date, then investors in the banks' notes offering could see up to a 45% return on their investment. The 
banks are offering the notes in increments of $1,000/share. 
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If the stock is up less than observation date price, investors get back incrementally less. If the stock is higher, 
their return is capped at up to a 45% return; and if the stock price is lower, the investors get could lose up to 85% 
of their $1,000. 
 
Meanwhile, Bank of America, through its Merrill Lynch subsidiary is offering up to $11 million in notes tied just to 
the Dow Jones U.S. Real Estate Index (DJI: DJUSRE). This index does not own shares but is tagged to the price 
movements of 420 stocks. 
 
In Bank of America's offering tied to DJUSRE, shares are being sold for $10/unit. The upside and downside 
potential works in much the same way as the IYR shares. 
 
For investors, the notes represent a fairly new form of equity-linked structured notes - and a fairly risky one. 
 
Structured notes are "IOUs" to pay the holder at a guaranteed rate of return on the upside in a fixed time frame. 
The notes are usually tied to indexes as in this case the iShares Dow Jones U.S. Real Estate Index Fund. 
 
If the underlying asset is quoted within a certain price range at maturity, the investors receive X times the 
percentage change, subject to a maximum payment at maturity. 
 
The note holder has no interest in the backing derivative, but instead it is linked with the financial strength of the 
issuer -- in this case the three banks. The notes are not publicly traded. 
 
Barclays note offering gives this example: If the initial price of the IYR share is $55.18/share on its valuation date 
of Dec. 27, 2011, and doubles to $110.36 by Dec. 24, 2013. The investor would see a return on investment of 
30.5% including quarterly periodic payments of $10/note and would be returned $1,225 at maturity. On the flip 
side, if the IYR price fell to $2.76/share by Dec. 24, 2013, the investor would be returned $200 a 72% loss. 
 
This is Barclays second such offering this fall. In September it sold a little more than $1 million in such notes. 
 
Wells Fargo's offering will price in January 2012 and mature in January 2015. In its example, Wells Fargo 
hypothetical initial price of the IYR share is $55.18/share on its valuation date, and ends at $82.77. In that case, 
the investor would see a return on investment of 45% and would be returned $1,450 at maturity. 
 
On the flip side, if the IYR price fell to $27.59/share on the end date in 2015, the investor would be returned $650 
a 35% loss. 
 
JPMorgan Chase priced its latest offering Nov. 2, 2011, and the notes mature Nov. 7, 2013. IYR shares were 
trading at $56.43/share. However, JPMorgan Chase's offering was also linked to SPDR S&P Homebuilders ETF. 
 
Since JPMorgan's notes offering, the IYR index fund has seen a significant inflow of capital -- $72 million last 
week alone -- indicating that many investors beyond JPMorgan Chase may think the index fund is due for an 
upswing. 
 
Pricing of iShares Dow Jones US Real Estate Index Fund shares has had a volatile three years that parallel 
commercial real estate market conditions. Share prices traded at a high of $92.52/share in February 2007 and 
started trending down as subprime housing loan woes started coming to light. Then share prices plunged when 
Lehman Bros. filed for bankruptcy Sept. 15, 2008, and the credit markets froze up. By March 2009, IYR shares 
hit their 5-year low of $25.14/share. Prices then trended up through the first half of 2011. Since then, they have 
leveled out to about $55/share. 

CRE LENDING WINDOWS AT BIG BANKS STILL CLOSED 

Interestingly, while the big banks are giving investors a chance to wager on the potential upswing in commercial 
real estate related stocks, their own interest in commercial real estate lending is mixed. 
 
London-based Barclays U.S. bank holding company does virtually no real estate lending in the U.S. The parent 
company, though, has spent the year whittling down its commercial real estate exposure from $11 billion at the 
start of the year to $8.78 billion as of Sept. 30. 
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Bank of America Corp.'s commercial real estate loan portfolio is 12% less than it was a year ago, excluding 
construction and development lending. Multifamily loan totals are down 23%. 
 
JPMorgan Chase's overall real estate lending is down 1.4% from where it was as Sept. 30, 2010. Construction 
and development lending is down 15%. However, the bank has increased lending to owner-occupied commercial 
real estate by 6% in the past year. 
 
Wells Fargo is the exception, having recently increased its commercial real estate lending by about 8% in the 
past year, excluding construction and development. 

Store Front Loss Equals Warehouse Gain 
As more consumers shift more of their buying activity online, demand is increasing for warehouse and fulfillment 
centers and declining for more store space, a new research report confirms. 
 
While not a new commercial real estate revelation, in a new research report, Ki Bin Kim, an analyst at Macquarie 
Capital (USA) Inc., has now put square footage numbers to the phenomenon for the first time. 
 
The secular shift in demand won't result in a one-for-one change, Kim writes because, even as the amount of 
retail space devoted to certain items, such as books, movies, and music, is reduced, it will not necessarily result 
in offsetting demand for more warehouse space since those items are increasingly becoming digitized. Also, 
certain other items (such as clothing) can be stacked up 25 feet high and stored more efficiently in a warehouse 
than in an actual store. 
 
Lastly, some retailers such as Nordstrom, which has been experiencing significant internet sales growth, only 
has one fulfillment center in Iowa (capacity nearly doubled in 2006), but has significant capacity and won't likely 
expand for several years, even with higher sales. 
 
So the benefit to the industrial space may be lumpy, but it will come, and it will be meaningful, Kim said. 
 
"We expect the industrial warehouse sector to gain 166 million square feet in net absorption by 2016, 
representing 1.86% of additional occupancy," Kim said. "And, we expect the retail real estate sector to lose an 
additional 210 million square feet, representing 2.94% of demand destruction by 2016. 
 
Kim's estimates are purely a function of e-commerce market share growth and exclusive of any further GDP 
growth. 
 
The 166 million square feet of expected industrial net absorption would increase the national occupancy rate to 
91.8% from 90.1%, by 2016, Kim said. 
 
Conversely, Macquarie expects the retail real estate sector to lose an additional 210 million square feet by 2016 
on top of the 259 million square feet of retail demand already lost over the last 10 years. 
 
"We don't think the pain will not be shared equally across the entire retail landscape. We think higher priced 
items and fashion ware are much more resilient than commodity type items (not a surprise)," Kim wrote. "One of 
the most 'at-risk' retail categories is electronics (a commodity type item), which is almost always cheaper to buy 
online vs. in the store. Conversely, most people would never buy a $200 pair of jeans without trying them on first, 
and higher end malls offer a 'shopping experience' that shopping centers tend to lack, generally speaking. We 
recommend high end malls like SPG/GGP over lower quality ones, and the same is definitely true for the 
shopping center universe." 

Early 2011 Corporate Expenditure Surge Weakens; Expected To Decline 
U.S. corporations increased capital expenditures 14.8% through the first three quarters of the year vs. the same 
period in 2010 - a pace that it can't keep up, according to Fitch Ratings. 
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In a study of 324 U.S. corporate issuers, Fitch found that capital expenditures through Sept. 30, 2011, increased 
based on early 2011 expectations for a stronger economic recovery and increased investment in emerging 
markets, expectations which never fully materialized. 
 
In addition, the spending was outpacing revenue as that too was expected to continue increasing but hasn't fully. 
 
For those reasons, Fitch is forecasting that capital expenditures will decline 2.2% in 2012 compared to 2011. 
These forecasts reflect a continued slow revenue growth environment for companies and careful spending 
patterns without increased confidence for material demand growth. 
 
For 2013, Fitch forecasts that, for its issuer sample, capital expenditures will decline 1.3% in compared to 2012. 
Again, this forecast reflects a slow growth and careful spending environment for companies, and not consumers. 
 
Some sectors are expected to show material capital expenditure growth during 2012 and 2013, most likely 
automotive, chemicals, and diversified manufacturing, Fitch noted. Many companies in these sectors are 
expected to pursue strong emerging market investment, which will drive their overall expenditure levels. 
 
Gaming, lodging, and leisure are also expected to grow strongly, but that is more a reflection of the deep cuts 
made in the 2008-2010 period, the Fitch report added. 
 
The sectors with Fitch's weakest capital spending expectations in 2012 are homebuilding and energy, with 
homebuilding reflecting a continued weak housing market, and the energy sector reflecting expectations for 
energy commodities and the effect of capital synergies savings from merger and acquisition activities. 

Korean Pension Fund Co-Invests in Behringer Harvard Apt Portfolio 
Behringer Harvard Multifamily REIT I Inc. entered into a new co-investment partnership with the National 
Pension Fund of the Republic of Korea Government advised by Heitman LLC. 
 
The Heitman-managed Korean government entity has acquired minority interests in 15 multifamily communities 
in eight states comprising 4,100 apartment units, which is slightly more than one-third of Behringer Harvard 
Multifamily REIT I's portfolio in terms of apartment units. The 15 multifamily communities involved in the 
partnership transactions have a total aggregate value of more than $1 billion. Behringer received $178.6 million. 
 
The REIT, which has retained a majority ownership interest in all of these communities, will continue to serve as 
the day-to-day managing member for each community. 
 
Mark T. Alfieri, COO of Behringer Harvard Multifamily REIT, said the infusion of institutional co-investment capital 
validates the quality of the REIT's portfolio. "As our REIT continues to expand its asset portfolio, we will 
constantly evaluate both strategic acquisition opportunities and disposition opportunities, as appropriate, that 
could provide attractive upside potential for our shareholders," Alfieri added. 
 
To complete the Heitman transaction, interests in 12 multifamily communities were sold by PGGM, a 
Netherlands-based asset manager and a pension fund administrator for collective pension schemes. PGGM 
retained a co-investment presence in the REIT's portfolio through ownership interests in 15 other multifamily 
communities. 
 
In addition to the interests sold by PGGM, the REIT sold to the Heitman-managed entity minority interests in six 
multifamily communities. In three instances, both the REIT and PGGM sold interests they held in the same 
multifamily communities to the Heitman-managed entity. 
 
As a result of these transactions, the Behringer Harvard Multifamily REIT I's portfolio consists of ownership 
interests in 42 multifamily communities in 13 states, comprising 11,112 apartment homes. Twelve of these 
portfolio assets are wholly owned by the REIT, 15 are owned in joint ventures the REIT formed with Heitman, 
and 15 are owned by joint ventures the REIT formed with PGGM. 
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The interests conveyed range from 15% to 45% interests in the following multifamily communities: 7166 at 
Belmar; Acacia on Santa Rosa Creek; Argenta; Cyan/PDX; The Gallery at NoHo Commons; and The Lofts at 
Park Crest; 4550 Cherry Creek; 7166 at Belmar; Argenta; Briar Forest Lofts; Burrough's Mill; Calypso 
Apartments and Lofts; Cyan/PDX; Eclipse; Fitzhugh Urban Lofts; Forty 55 Lofts; The Venue; and West Village. 

2007 CMBS Loan Maturities Portend Payback Issues in 2012 
In November, 47.1% of CMBS loans reaching their balloon date paid off. This was more than five points above 
October's 41.8% reading, according to Trepp LLC 
 
During 2010, the average monthly reading had been 34%. In 2011, that number has increased to almost 41%. 
This reflected an improvement in the lending environment in the first half of the year that allowed some big 2005 
and 2006 loans to refinance. 
 
"At this point, we don't expect a similar improvement over the next 12 months," Trepp analysts wrote. "That's 
because beginning next month the first of the 2007 five-year balloon loans will come due. These will be even 
harder to refinance than the 2006 five-year balloons. On top of the quality of the loans coming due, there is also 
the matter of the purse strings remaining very tight at the moment." 
 
"Given these two factors, while the number may be bumped higher or lower from month to month, we don't 
anticipate the average getting higher than its current level," Trepp added. 
 
Prior to 2008, the payoff percentages were typically well north of 70%. Since the beginning of 2009, however, 
there have only been three months where more than half of the balance of the loans reaching their balloon date 
actually paid off. 
 
Loss Severity Percentage Continues to Rise 
 
The balance of CMBS conduit loans liquidated in November skyrocketed, posting the highest total since Trepp 
began tracking this number in January 2010. The November total was 17% higher than the previous record set in 
June 2011. 
 
At $2.1 billion, liquidations were 60% higher than the 12 month moving average of $1.3 billion per month. Since 
the beginning of 2010, the special servicers have been liquidating at an average rate of about $1.07 billion per 
month. 
 
The November liquidations came from 218 loans. That, too, was above the 12 month moving average of 160 
loans per month. 
 
The average loan size for liquidated loans was $9.6 million in November. Over the last 12 months, the average 
size of liquidated loans has been $8.2 million. 
 
The November loss severity reading is well above the average loss severity of 43.5% over the last 23 months 
and also well in excess of the 12 month rolling average of 43.2%. 

Falling Industrial Land Values Sting Pacific Continental Bank 
Pacific Continental Corp., the bank holding company for Pacific Continental Bank in Eugene, OR, will be 
reporting a forthcoming fourth quarter 2011 increase in loan loss provisions tied to declining industrial real estate 
values. 
 
Pacific Continental currently projects a fourth quarter loan loss provision ranging from $6 to $7 million, an 
increase over the third quarter 2011 loan loss provision of $1.8 million. 
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The increase in the fourth quarter 2011 provision for loan losses primarily relates to a single loan originated in 
2008 and secured by 156 acres of an industrial zoned bare land assemblage in the greater Seattle, WA, 
metropolitan area. 
 
Previous appraisals of the subject land indicated collateral value sufficient to support the corresponding loan 
balance. However, a recent appraisal noted a 36% decline in value when compared to the previous appraisal 
obtained in late 2010 and a 61% decline from the original 2007 appraisal. 
 
The loan is in non-accrual status. The company will record a charge off of approximately $5.3 million on this loan. 
 
In addition, the company expects to record other real estate valuation write downs ranging from $1 million to $1.3 
million for the fourth quarter 2011, again based on recently received appraisals. 
 
The other real estate valuation write downs for the fourth quarter primarily relate to an undeveloped commercial 
property located in the Portland, OR, metropolitan area. The valuation write down on this property is expected to 
be approximately $640,000. 
 
The increase in the fourth quarter 2011 provision for loan losses, combined with the other real estate valuation 
write downs, is expected to result in a net loss for the quarter but the company still expects to report net income 
for the full year 2011. 
 
"The overall credit quality and statistics related to our loan portfolio have improved significantly during 2011, 
however certain risks are still apparent, particularly as it relates to loans secured by undeveloped commercial 
and residential land," said Hal Brown, CEO of Pacific Continental. "Our exposure to future losses such as this 
are somewhat limited by the fact we have only $21 million remaining in land development loans in our portfolio." 

Mall Denizen PacSun Closing Up to 25% of its Stores 
Pacific Sunwear of California Inc. completed extensive negotiations with landlords that will result in the closure of 
175 to 200 underperforming stores within the next 14 months. 
 
The company also completed a 5-year, $100 million revolving credit facility with Wells Fargo Capital Finance and 
a 5-year, $60 million senior secured term loan funded by Golden Gate Capital, a leading private equity firm with 
extensive experience in the retail sector. 
 
"The combination of these transactions greatly enhances our financial and operating position, and is another 
critical step forward as we work to re-establish PacSun as a leading specialty retailer across the U.S.," said Gary 
H. Schoenfeld, president and CEO. "With the support from all of our major landlords, we can now focus on our 
targeted base of 550 to 600 better performing stores and our enhanced merchandising and marketing strategies 
for becoming the preferred destination among teens and young adults for great style and great brands." 
 
The agreements reached with the company's landlords include the buyout of 75 leases at a cost of 
approximately $13 million, short-term extensions for 50 better performing stores, and termination upon lease 
expiration of 115 stores by the end of fiscal 2012. A portion of the proceeds from the Golden Gate Capital senior 
secured term loan will be utilized to fund the lease buyout payments. 
 
"For the prior 12 months through the end of the third quarter, the stores that we will be closing had average sales 
of $600,000 and a same-store sales rate of -9%. Conversely, average sales for the remainder of our stores were 
approximately $1.1 million with a same-store sales rate of -1% which represents a much healthier base to move 
forward with," Schoenfeld said. 
 
On a GAAP basis, including real estate buyout costs of $1.9 million and non-cash asset impairment charges of 
$4.4 million related to store closures, the company reported a net loss of $17.6 million, for the third quarter of 
fiscal 2010. 
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Solar Energy Firm MEMC Cutting 20% of its Workforce 
MEMC Electronic Materials Inc. is taking a series of actions to reduce its global workforce, right size its 
production capacity and accelerate operating cost reductions in 2012 and beyond. 
 
The actions are designed to align its business to current and expected market conditions in the semiconductor 
and solar markets. 
 
As a result of market conditions and the actions, St. Peters, MO-based MEMC expects to take a charge of $700 
million. Cash use associated with the restructuring is expected to be approximately $180 million, more than half 
of which is expected to occur after 2012. 
 
"We believe these actions strengthen MEMC in the near term and position us for more profitable growth in our 
core businesses – semiconductor wafers and solar energy systems," said Ahmad Chatila, MEMC's CEO. 
"Changed market conditions require that we improve productivity across all segments and in solar move to a 
more balanced manufacturing model aligned with our downstream business. We are moving quickly on these 
carefully considered actions and expect increased cash flow during the next year. Going forward, we remain 
committed to our tradition of providing advanced technology and superior service to our global semiconductor 
and solar customers." 
 
MEMC will reduce its total workforce by more than 1,300 persons worldwide, approximately 20% of the 
company's employees. Of the reductions, approximately 250 positions are in the United States, and an estimated 
41% are in the Semiconductor Materials segment and 47% are in the Solar Materials segment. 
 
The company will reduce production capacity at its Portland, OR, crystal facility. 

Money Trumps Education in McGraw Hill Split 
The McGraw-Hill Cos. is reducing the executive ranks in its Education division by 20% and its workforce there by 
approximately 10%. The moves will eliminate about 550 jobs. 
 
The move comes as The McGraw-Hill Cos. is restructuring itself into two separate companies, McGraw-Hill 
Financial and McGraw-Hill Education 
 
"We believe the substantial actions we are taking to create two powerful new companies, McGraw-Hill Financial 
and McGraw-Hill Education, will increase their growth prospects and deliver superior shareholder value," said 
Harold (Terry) McGraw III, chairman, president and CEO of McGraw-Hill "McGraw-Hill Financial will comprise 
fast-growing and highly profitable global brands such as S&P Ratings, S&P Indices, Platts and S&P Capital IQ, 
creating the potential for double-digit growth, strong cash flow and profit margins in excess of 30%." 
 
Going forward, the corporation anticipates additional realignment to prepare for separation. For example, it will 
look to extend outsourcing efforts to enhance cost synergies and realign administrative support for a leaner 
overall cost structure. 

Upcoming Corporate Facility Closures & Downsizings 

Company Address 
Closure 
or Layoff 

No. 
Impacted Impact Date 

Weiser Security Services 
15495 Eagle Nest Lane, Suite 235, Miami 
Lakes, FL Layoff 72 2/1/2012 

Target 7501 W. Colonial Drive, Orlando, FL Closure 138 1/28/2012 

Windstream 2704 Alt 19 North, Palm Harbor, FL Layoff 58 2/3/2012 

Chicago Transit Authority 567 W. Lake St., Chicago, IL Layoff 93 12/31/2011 

Parallel Employment Group 3520 W. Fullerton, Chicago, IL Closure 218 12/31/2011 

Parallel Employment Group 10 S. Virginia Road, Crystal Lake, IL Closure 94 12/31/2011 

Parallel Employment Group 66 S. Grove Ave., Elgin, IL Closure 74 12/31/2011 
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Company Address 
Closure 
or Layoff 

No. 
Impacted Impact Date 

Premier Warehousing 
Ventures 

26537& 26453 Center Point Drive, Elwood, 
IL 

Potential 
Closure 77 1/24/2012 

Ameren Energy Generating 
Co. 800 S. Washington St., Meredosia, IL Closure 53 12/31/2011 

Roscor Corp. 1061 Feehanville Drive, Mount Prospect, IL Closure 102 10/27/2011 

CSC (Computer Sciences 
Corp.) 

1 Tower Lane, Suite 400, Oakbrook Terrace, 
IL Layoff 79 12/21/2011 

Conagra Foods One Creative Way, Rossville, IL Closure 110 1/15/2012 

General Automation, Inc. 3300 Oakton St., Skokie, IL Closure 65 12/1/2011 

Tinley Park Mental Health 
Center 7600 W. 183rd St., Tinley Park, IL Closure 180 12/3/2011 

Parallel Employment Group 858 S. Wheeling Road, Wheeling, IL Closure 97 12/31/2011 

RCF Kitchens Indiana 1200 Enterprise Road, Cambridge City, IN Closure 131 12/31/2011 

Superior-Plating 315 1st Ave. NE, Minneapolis, MN Closure 55 1/16/2012 

ESAB Welding & Cutting 
Products 3325 Middle Road, Ashtabula, OH Closure 30 1/31/2012 

Agilysys 28295 Fountain Pkwy, Solon, OH Closure 70 3/31/2012 

Ovonic Energy Products 50 Ovonic Way, Springboro, OH Layoff 77 3/2/2012 

Filene's Basement 
4045 Richmond Road, Warrensville Heights, 
OH Closure 33 1/9/2011 

Emerald Shared Services 
(dba K&L Distributors) 3215 Lind Ave. SW, Renton, WA Closure 215 1/20/2012 

Wausau Paper Mills 202 Second St., Brokaw, WI Closure 450 2/10/2012 

Cub Foods Grocery Store 4141 Nakoosa Trail, Madison, WI Closure 70 1/7/2012 

Cub Foods Grocery Store 7455 Mineral Point Road, Madison, WI Closure 80 1/7/2012 

Famous Footwear 
Distribution Center / Brown 
Group Retail 1615 Commerce Drive, Sun Prairie, WI Closure 144 1/28/2012 

ALC Taking the Laser to Lease Expenses thru Ch11 
ALC Holdings, parent company of American Laser Centers, filed voluntary petitions for Chapter 11 bankruptcy 
reorganization. 
 
The Farmington Hills, MI-based firm, which as early 2010 operated as many as 226 skincare laser centers, has 
since cut back to now operating 150 centers. As part of its bankruptcy filing, ALC is asking the courts to cancel 
the leases on the 70 or so vacated premises. 
 
According to its bankruptcy filings, ALC's "liquidity constraints became dire in the summer of 2011. At that time, 
the debtors sought an additional liquidity infusion from its existing lenders, its equity holders and other third 
parties." In August 2011, its noteholders provided a $14 million capital infusion, which ALC said it used up in 
October. 
 
ALC is asking the bankruptcy court to pursue an auction sale of the company. Bellus ALC Investments 1 LLC, its 
first priority lender, is acting as the Stalking Horse Bidder. 

Lease Cancellations 

Company Leased Premise Lessor 

Orig. 
Expiration 
Date 

American Airlines MCI Overhaul Base, Kansas City, MO City of Kansas City, MO 12/31/2029 

American Airlines 

Chicago Midway Airport, Terminal 
2/Upper Level, 5700 South Cicero Ave., 
Chicago IL City of Chicago Commissioner 12/31/2012 
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Company Leased Premise Lessor 

Orig. 
Expiration 
Date 

Alexander Gallo Holdings 
One Cherry Hill One Mall Drive, Suite 
303 Cherry Hill, NJ Bala Cynwyd Associates  9/30/2011 

Alexander Gallo Holdings 
1025 Connecticut Avenue, Suite 905 
Washington, DC Blake Development Co.  9/30/2011 

Alexander Gallo Holdings 
90 Woodbridge Center Dr. Ste. 340 
Woodbridge, NJ Cenwood Associates  9/30/2011 

Alexander Gallo Holdings 
89-00 Sutphin Blvd Ste 303 Jamaica, 
NY 

Enright Court Reporting, Inc. 
and Alliance Reporting Service, 
Inc.  9/30/2011 

Alexander Gallo Holdings 
99 Summer Street, Suite 810 Boston, 
MA GLB Summer I, LLC  9/30/2011 

Alexander Gallo Holdings 
5001 E. Commerce Center Drive Suite 
170 Bakersfield, CA  

Manco Abbott Management 
Real Estate 9/30/2011 

Alexander Gallo Holdings 33 College Hill Road #29C Warwick, RI MSF Associates, LLC  11/30/2011 

Alexander Gallo Holdings 
645 Griswold Street, Suite 1300 Detroit, 
MI PBDM, LLC  9/30/2011 

Alexander Gallo Holdings 
1221 Locust Street Suite 1001 St. 
Louis, MO RSDB LLC/Shell Bldg.  11/30/2011 

Alexander Gallo Holdings 
2301 W. Big Beaver Rd. Ste 925 Troy, 
MI Somerset Place, LLC  12/1/2011 

Alexander Gallo Holdings 
40880 County Center Dr. Ste F 
Temecula, CA Temecula Highlands, LLC  12/15/2011 

Graceway Pharmaceuticals 222 Valley Creek Boulevard, Exton, PA Rubenstein Properties 9/30/2012 

Real Money: A Billion Dollars for 2 Multifam REITs 
Home Properties Inc. in Rochester, NY, entered into an amended and restated unsecured revolving line of 
credit agreement for $275 million and a new $250 million five-year unsecured term loan. The $275 million line of 
credit replaced the company's prior $175 million facility. The line of credit facility is for an initial 4-year term, and 
it may be extended at the company's option for an additional one-year period. Borrowing rates under the credit 
facility float at a margin over LIBOR plus a facility fee, both of which are priced off a grid that is tied to the 
company's overall leverage ratio. Based on the company's current leverage ratio, the LIBOR margin is 1.3% 
(compared to 2.1% in the previous facility), and the annual facility fee is 0.25%. There are no material changes to 
the financial covenants from the previous facility. The unsecured five-year term loan also is priced at 1.3% over 
LIBOR, and its covenants align with those of the new revolving credit facility. Proceeds from the unsecured debt 
were used, in part, to pay down the line of credit and pay off the $140 million 4.125% exchangeable senior notes. 
Manufacturers and Traders Trust and U.S. Bank were the joint lead arrangers and joint bookrunners. 
 
Apartment Investment and Management Co. in Denver closed a $500 million revolving credit facility to replace 
its existing $300 million facility. The new facility matures in December 2014 and bears interest at LIBOR + 2.75% 
with no floor. KeyBanc Capital Markets and Wells Fargo Securities are joint lead arrangers and joint book 
managers. 
 
Ashford Hospitality Trust Inc. in Dallas restructured its $203.4 million mortgage loan and extended the maturity 
date from December 2011 to March 2014. There is also a one-year extension option. The restructuring provides 
for a new interest rate of LIBOR + 4.5%, with no LIBOR Floor. Terms include that 85% of excess cash flow after 
debt service, working capital, and approved capital expenditures will be used to pay down the debt balance and 
thereby further deleverage the portfolio. At the closing of the restructuring, the company paid down the loan by 
$25 million to $178.4 million. 
 
Griffin Capital Net Lease REIT in El Segundo, CA, closed a $150 million senior secured revolving credit facility 
with Key Bank and Bank of America. Griffin intends to use the funds for acquisitions of single tenant office, 
industrial and warehouse properties triple net leased long term to creditworthy tenants. The initial size of the 
facility is $70 million, It may request an increase in the facility by adding other banks to the lending group. Pricing 
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is LIBOR plus 275 basis points, which is approximately 275 basis points less than the Net Lease REIT's prior line 
of credit. 
 
Virtú Investments LLC in San Francisco closed a $37 million discretionary fund, The Virtú Multifamily 
Opportunity Fund, to invest in the acquisition, renovation and repositioning of apartment properties in the 
Western United States. 

Loans and Properties Under Surveillance 

 

Watch List: Latest Maturity Date Extensions 
The following information for these lead listings was provided by Trepp LLC, an industry leader in providing surveillance data 
on loan and commercial real estate performance underlying the CMBS market. 

Property 
Name Address 

Property 
Type Pymt Status Current Bal. Mat. Date CMBS 

Special 
Servicer 

Hilton 
Sonoma 

3555 Round Barn 
Road, Santa 
Rosa, CA Lodging Current $144,138,038 10/15/2012 

MS  
2007-
XLF 

Midland 
Loan 
Services 

Sheraton 
Danbury 

18 Old Ridgebury 
Road, Danbury, 
CT Lodging Current $144,138,038 10/15/2012 

MS  
2007-
XLF 

Midland 
Loan 
Services 

Westin 
Stamford 

One First 
Stamford Place, 
Stamford, CT Lodging Current $144,138,038 10/15/2012 

MS  
2007-
XLF 

Midland 
Loan 
Services 

Sheraton 
Buckhead 

3405 Lenox Road 
NE, Atlanta, GA Lodging Current $144,138,038 10/15/2012 

MS  
2007-
XLF 

Midland 
Loan 
Services 

mailto:sales@trepp.com
mailto:sales@trepp.com
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Property 
Name Address 

Property 
Type Pymt Status Current Bal. Mat. Date CMBS 

Special 
Servicer 

Sheraton 
College Park 

4095 Powder Mill 
Road, Beltsville, 
MD Lodging Current $144,138,038 10/15/2012 

MS  
2007-
XLF 

Midland 
Loan 
Services 

Westin 
Southfield 

1500 Town 
Center, 
Southfield, MI Lodging Current $144,138,038 10/15/2012 

MS  
2007-
XLF 

Midland 
Loan 
Services 

Sheraton 
Norfolk 

777 Waterside Dr, 
Norfolk, VA Lodging Current $144,138,038 10/15/2012 

MS  
2007-
XLF 

Midland 
Loan 
Services 

Cook Office 
Centre 

41555 Cook 
Street, Palm 
Desert, CA Office 

Non 
Performing 
Matured 
Balloon $4,244,631 6/15/2012 

BS 2001-
TOP4 Berkadia 

Memorex 
Drive 
Business Park 

1200-1300 
Memorex Drive, 
Santa Clara, CA Industrial 

Payment Not 
Received 
But Still In 
Grace 
Period or 
Not Yet Due $7,715,904 4/12/2012 

PNC 
2001-C1 

Midland 
Loan 
Services 

Edgewood 
Isle Shopping 
Center 

5601 S. Orange 
Avenue, Orlando, 
FL Retail 

Late 
Payment But 
Less Than 
30 days 
Delinquent $2,369,730 10/15/2012 

CSFB 
2001-
CP4 

LNR 
Partners 

Overland 
Crossing 
Shopping 
Center 

11900 Metcalf 
Avenue, Overland 
Park, KS Retail 

Payment Not 
Received 
But Still In 
Grace 
Period or 
Not Yet Due $16,480,008 1/12/2012 

PNC 
2001-C1 

Midland 
Loan 
Services 

Fairhaven 
Commons 

42 Fairhaven 
Commons Way, 
Fairhaven, MA Retail 

Payment Not 
Received 
But Still In 
Grace 
Period or 
Not Yet Due $13,028,461 2/11/2012 

BofA 
2002-2 

C-III Asset 
Managemen 

Hampton Inn 
Bowie 

15202 Major 
Lansdale 
Boulevard, Bowie, 
MD Lodging Current $9,258,031 8/15/2012 

Wach 
2006-
C25 

CWCapital 
Asset 
Management 

Brick 
Professional 
Plaza 

1608 Route 88, 
Brick, NJ Office Current $4,928,406 1/15/2013 

LB-UBS 
2002-C7 

LNR 
Partners 

Orchard of 
Landen 

8390 Old Orchard 
Lane, Maineville, 
OH Multifamily 

Non 
Performing 
Matured 
Balloon $16,151,998 12/12/2011 

JPM 
2006-
CIBC16 

C-III Asset 
Management 

Central Park 
Office Tower 

2350 Airport 
Freeway, 
Bedford, TX Office 

30-59 Days 
Delinquent $6,143,779 7/12/2013 

JPM 
2004-
CIBC8 

Midland 
Loan 
Services 

 
 


