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Big Bet on Malls: Westfield Deal Seen Raising Value of U.S. Retail REITs 
$4.8 Bil. Deal Represents Canada Pension Plan's Largest CRE Investment Ever 

The Westfield Group has formed a $4.8 billion joint venture on 12 regional shopping malls in the United States 
with the Canada Pension Plan Investment Board (CPPIB.) The deal is the largest real estate investment made 
by the institutional investor, and a big bet on the future health of U.S. shopping malls. The investment gives 
CPPIB ownership interests in 26 malls in major U.S. markets. It has also invested in malls in the U.K., Australia, 
Brazil and Germany. 
 
CPPIB will become a 45% joint venture partner in a portfolio of 10 regional malls and two redevelopment sites. 
The portfolio contains 13.53 million square feet of gross leasable area and includes one mall each in Maryland 
(Annapolis) and Washington (Tukwila). All of the other malls are in California. 
 
Westfield stands to net $1.85 billion in cash from the deal after CPPIB assumes property-related debt. 
 
The rich valuation seemingly ups the price tag for all U.S. mall REITs. Ki Bin Kim, head of U.S. Equity Research - 
REITs for Macquarie Capital (USA) Inc., said that based on this transaction, he thinks U.S. mall REITs "appear 
very attractively priced." 
 
Kim values the CPPIB deal at a 5.8% net operating income cap (although Westfield management is quoting a 
5.6% cap) for a portfolio generating sales of $456/square foot. 
 
"The 5.6% [cap rate] is based on actual, in-place rents today," Kim said. "The 5.8%, we calculated is based, on 
appraised cap rates, which includes vacancy value pickup and repricing of near term lease rolls." 
 

MARK HESCHMEYER, EDITOR WWW.COSTAR.COM FEBRUARY 16, 2012 

mailto:mheschmeyer@costar.com
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http://clicktotweet.com/52Io0
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Industrial Building - Las Vegas, NV
Starting Bid: ...........................................$1,250,000
Current Balance:  ......................................... $9,346,990
Size: ................................................................54,112 SF 
Collateral Type: .............................................    Industrial
Loan Status: .......................................... Non-Performing
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Type: .................... Multi-Family

FEATURED NOTES:  FEATURED COMMERCIAL REAL ESTATE:

$700M+ IN MULTI-FAMILY COMMERCIAL REAL ESTATE & NON-PERFORMING NOTES MAR 5-8

$400M+ ARIZONA, COLORADO & NEVADA AUCTION FEB 21-23

VIEW FULL LIST OF ASSETS IN 20+ STATES

VIEW FULL LIST OF ASSETS
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"Also, Westfield charges a 5% management fee, while most other property managers would charge only 2.5% 
fee off of gross rents," Kim added. "So a potential buyer, could theoretically pay relatively more [for the portfolio], 
with the plan of bringing in a newer, cheaper manager." 
 
"While we aren't 100% sure whether it was at a 5.8% or 5.6% cap rate, we do need to take into account a 
minority discount," Kim said. Westfield "is selling only a 45% interest, while maintaining control. The historical 
minority discount for operating companies (not real estate) has typically been in the 30% range. Real estate 
shouldn't have the same minority discount, but 5% seems reasonable, which would bring the cap rate down 
another ~30bps, further widening public vs. private pricing." 
 
The deal pricing makes other U.S. mall REITs look attractive, Kim said. 
 
"We think GRT [Glimcher Realty Trust] is worth about $12.50 share on NAV [net asset value] alone," Kim said. 
"GRT's portfolio generates sales close to about $400/square foot, just 13% less productive than the Westfield-
sold asset pool, yet the stock trades at a 7.74% implied cap rate, or 33% cheaper than the recent comp of 5.8%. 
Pricing and quality aren't linear equations, but this is a very wide pricing discrepancy." 
 
"GRT is the cheapest, but SPG [Simon Property Group] and GGP [General Growth Properties] all appear 
undervalued," Kim added. "For example, SPG has a portfolio with sales of $536/square foot (17.5% better than 
Westfield's asset pool), but trades only 8.5% more expensive than the cap rate of 5.8%." 
 
The Westfield joint venture represents CPPIB's largest real estate investment globally to date. 
 
Westfield will act as the managing general partner for the joint venture and will be responsible for property 
management, leasing and development. The transaction will increase the number of joint ventured centers in the 
U.S. to 19, representing 50%, by value, of the Westfield's U.S. portfolio. 
 
With the completion of this transaction, CPPIB will become one of the largest institutional owners of regional 
shopping centers in the U.S. with interests in a total of 26 malls in major urban markets. As at Dec. 31, 2011, 
CPPIB's real estate investments totaled $14.4 billion representing 9.5% of the CPP Fund. 
 
Separately, Westfield also sold its interest in three non-core shopping centers in the United Kingdom to Hermes 
Real Estate, one of the UK's largest property fund managers. 
 
The two deals combined provide Westfield Group with $9 billion of capital for redeployment into "higher return 
opportunities." The opportunities include the Westfield's share of the $11 billion development pipeline, recent 
expansion into Brazil, as well as the investment in major iconic projects at Milan (Italy) and the World Trade 
Center in New York. 

THE PROPERTIES INCLUDED IN THE TRANSACTIONS ARE AS FOLLOWS. 

Shopping Center  Location  GLA (sf)   
Specialy 
Store (sf)   

No. of 
Specialty  
Stores % Leased  

Westfield Annapolis  Annapolis, MD  1,462,363 770,215 254 96% 

Westfield Culver City  Culver City, CA  1,062,120 502,701 171 89% 

Westfield Horton 
Plaza  San Diego, CA  758,410 477,924 132 95% 

Westfield Mission 
Valley  San Diego, CA  1,573,803 794,875 127 96% 

Westfield North 
County  Escondido, CA  1,255,561 446,135 174 96% 

Westfield Oakridge  San Jose, CA  1,144,048 617,304 195 95% 

Westfield Plaza 
Bonita  National City, CA  1,032,903 595,138 182 94% 

Westfield Santa Anita  Arcadia, CA  1,311,264 795,440 245 93% 

Westfield 
Southcenter  Tukwila, WA  1,682,736 760,880 243 95% 

Westfield Topanga  Canoga Park, CA  1,637,596 681,229 278 91% 
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Shopping Center  Location  GLA (sf)   
Specialy 
Store (sf)   

No. of 
Specialty  
Stores % Leased  

West Valley / 
Westfield Promenade 
(dev. Props) Woodland Hills, CA  613,530 343,530 46 84% 

Tranzon Alderfer: Bank Owned Properties: 4 Big Box Retail Sites in PA, NJ & DE 

 

U.S. Real Estate on the Menu at KFC, Taco Bell & Pizza Hut 
Yum! Brands, the world's largest restaurant company with more than 38,000 eateries in more than 110 countries, 
is turning more and more of its attention to China. To help fund its expansion overseas, the firm is in the process 
of selling off a big chunk of its U.S. restaurant real estate. 
 
The Louisville, KY-based company's restaurant ownership in the U.S. dropped to 13% from 15% last year. Yum! 
Brands closed or sold/refranchised 404 restaurants, including 264 KFCs (Kentucky Fried Chicken), 74 Taco Bells 
and 66 Pizza Huts. 
 
During the fourth quarter, it also divested its Long John Silver's and A&W All-American Restaurants brands. 
These divestitures included 1,232 franchise units in the U.S. 
 
Going forward, Yum! Brands said its targeted ownership rate for Pizza Hut and KFC restaurants is about 5%. 
That puts about 225 KFC units and 175 Pizza Huts on the table for sale/refranchising or closure. 
 

http://bit.ly/yCQs7J
http://bit.ly/yCQs7J
mailto:jYoder@tranzon.com


http://bit.ly/nLglV4
http://bit.ly/xp6M2n
http://bit.ly/ymBrdJ
http://bit.ly/xx8f7T
http://bit.ly/nLglV4
http://bit.ly/xn5pWv
http://bit.ly/wn9ECn
http://bit.ly/nLglV4
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It also plans to reduce its company ownership in Taco Bell from 23% to about 16% throughout the next two 
years. That means Yum! Brands could dispose of some 365 Taco Bell restaurants. 
 
Yum! Brand results in the U.S. were disappointing in 2011 with full year profits down 12%. 
 
"We had a solid year at Pizza Hut, but weak sales and profit results at Taco Bell and KFC," Richard T. Carucci, 
CFO, reported during the company's quarterly earnings conference call. 
 
The firm clearly sees international growth as the key to its future. 
 
"We expect to again add 1,500 new units outside the U.S. in 2012, at least 600 new units in China, about 800 
new units in Yum! Restaurants International and 100 new units in Yum! Restaurants India," Carucci said. "Our 
philosophy is really pretty simple. We reduce company ownership in highly penetrated or underperforming 
markets and we increase exposure in emerging and under-penetrated markets." 
 
"We continue to reduce our footprint in highly penetrated markets [e.g. the U.S.]," Carucci said. "In December of 
2011, we completed the sale of Long John Silver's and A&W All-American Restaurants. The larger of these 
concepts, Long John Silver's, has about 97% of their restaurants in the U.S. Second, we continue our U.S. 
refranchising program. Our plan is to retain about 5% ownership in KFC and Pizza Hut. We are currently at 8% 
ownership with Pizza Hut and plan to be at 5% ownership for KFC by the end of 2012. We announced at our 
investor conference our plan to reduce Taco Bell U.S. ownership from 23% to about 16% over the next two 
years." 
 
That doesn't mean unit growth will stop in the U.S. but more of it will come primarily through franchising rather 
than direct ownership. That is particularly good news for Taco Bell and Pizza Hut fans. 
 
"We think Taco Bell is a huge opportunity for Yum! Brands," Carucci said. "We're underpenetrated. We think if 
we can get a couple hundred thousand dollars more of sales volume. We can go from a little over 5,000 
restaurants to 8,000 restaurants in the United States because we are the national competitor. So we really have 
a very dominant position." 
 
Regarding Pizza Hut, David C. Novak, chairman, CEO and president of Yum! Brands, added, "We are working 
very hard on the operating side. We think there's significant opportunity to improve sales just through getting our 
pizzas to our customers faster, drive more productivity inside the store in terms of speed. So we think we have a 
lot of initiatives that will give us confidence that Pizza Hut's going to keep moving forward. I think the big chains 
are doing better now overall, because we've all improved our value proposition. And certainly, we've led the way 
with that at Pizza Hut." 
 
Last year, the company acquired 50 new Pizza Huts and one Taco Bell, but no KFCs. It built 48 new Pizza Huts, 
37 new Taco Bells and three new KFCs. 
 
So with Yum! Brands looking to possibly get out of ownership of about 765 fast-food restaurants, that prompted 
us here at CoStar to look at what fast food restaurants have been selling for lately. 
 
We analyzed 1,872 single-tenant, fast-food property sales in the last two years. The combined sales totaled 
$1.49 billion and the average fast-food eatery sold for about $793,500 per restaurant and $289/square foot. 
 
While the average per square foot price dropped from $293 in 2010 to $285 last year, the volume of sales 
jumped 28% to $834.5 million. 
 
Based on the analysis, Taco Bell was the ninth highest selling brand by average price/restaurant at $900,682 out 
of the Top 20 selling brands. KFC came in 12th at $788,751 and Pizza Hut at the 18th spot at $540,093. 
 
At those average prices and if Yum! Brands sold the 765 it said it is targeting, the company could generate more 
than $600 million in real estate property sales. 
 
The three top selling restaurant brands by average restaurant sales price were: Carl's Jr. at $1.86 million; and 
Del Taco and Jack in the Box at $1.43 million each. 
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THE TOP 20 SELLING RESTAURANT BRANDS IN LAST TWO YEARS ARE AS FOLLOWS. 

Restaurant 
No. of 
Sales Total Sales Price Ave. Price/Restaurant 

Total SF 
Sold 

Ave. 
Price/SF 

Carl's Jr. 36 $66,866,790 $1,857,411 112,239 $596 

Jack in the Box 81 $116,177,290 $1,434,288 206,924 $561 

Del Taco 19 $27,150,450 $1,428,971 42,798 $634 

Chick-fil-A 18 $23,346,679 $1,297,038 79,401 $294 

Burger King 141 $143,850,477 $1,020,216 458,793 $314 

Hardee's 38 $37,922,385 $997,958 133,583 $284 

Arby's 51 $48,505,638 $951,091 146,428 $331 

Wendy's 89 $81,357,473 $914,129 264,120 $308 

Taco Bell 132 $118,890,039 $900,682 301,628 $394 

Starbucks 10 $8,895,167 $889,517 19,894 $447 

Popeye's 15 $12,201,861 $813,457 43,915 $278 

KFC 129 $101,748,922 $788,751 373,775 $272 

McDonald's 92 $71,885,075 $781,360 358,790 $200 

Dunkin' Donuts 13 $8,510,607 $654,662 30,600 $278 

Long John Silver's 17 $10,604,224 $623,778 44,105 $240 

Sonic Drive-In 30 $17,955,394 $598,513 56,015 $321 

Captain D's 11 $5,972,748 $542,977 29,763 $201 

Pizza Hut 18 $9,721,681 $540,093 49,445 $197 

Church's Chicken 28 $13,607,332 $485,976 45,531 $299 

Dairy Queen 18 $7,632,114 $424,006 38,504 $198 

Total All Fast Food 
Properties 1,872 $1,485,448,545 $793,509 5,147,376 $289 

Apartment, Office Properties Record Strongest Pricing Recovery in 2011 
By: Randyl Drummer 
Powered by continuing gains in apartments and growing momentum in the office sector, the CoStar Commercial 
Repeat Sale Indices (CCRSI) National Composite Index ended 2011 significantly above its cyclical low last 
March, despite a relatively flat fourth quarter for pricing. 
 
CRE sale prices stalled a bit in December as heavy year-end trading kept pricing stable in the fourth quarter, a 
trend CoStar has observed in each of the past two years, according to this month’s release of the CCRSI, which 
tracks sale pair transaction data through Dec. 31. The National Composite Index ended 2011 up a flat 0.2% from 
year-ago levels, but 5.5% above its low point in March 2011, thanks to a mid-year surge. 
 
The Investment Grade and the General Commercial indices of the CCRSI both followed a similar trajectory in 
2011, with prices declining in the first quarter, rallying at midyear and coasting during the flat final quarter. 
Highlighting the investor flight to safety to major markets and core assets, the Investment Grade Index finished 
December up a cumulative 14.6% from its March 2011 trough, while the recovering General Commercial Index 
ended the year up 3.5% from March. 
 
CoStar’s Multifamily Index continued to lead all property sectors, with prices rising by 6.8% in the fourth quarter 
and increasing a total of 15.3% in 2011. After several quarters of relative weakness, the West regional index 
recorded the largest overall gain in the country, helped by outsized growth in office and multifamily pricing. In 
total, the Northeast regional index has continued to see the largest cumulative pricing gains since the trough of 
the real estate cycle. 
 
Lone among commercial property types, the Retail Index lost ground in the fourth quarter of 2011, falling to its 
lowest value since 2003. 
 
The impact of distressed property transaction on pricing levels was blunted by a surge in non-distressed property 
trading in the fourth quarter, although the volume of distressed trades remains high. 

mailto:rdrummer@costar.com?subject=CCRSI
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CoStar this month also introduced new quarterly pricing indices for hospitality properties and commercial land in 
addition to office, industrial, multifamily and retail, the four major CRE properties types. Both hotels and land 
ended 2011 near cyclical lows. 
 
Reflecting a disproportionate level of distress, the Hospitality Index remained 47.6% below its third-quarter 2007 
peak -- the widest gap among the six property types -- despite improving occupancies and revenue per available 
room (RevPAR). As a percentage of the total sales pairs, the level of distressed hotel property transactions ranks 
at the top among all commercial property types and has not yet begun to decrease significantly, tamping down 
average hotel sale prices. 
 
Likewise, the Land Index finished 2011 down a cumulative 41% from the peak of the last cycle, and has not 
shown any tangible recovery to date following three years of quarterly declines, although losses appear to be 
easing. 
 
The multifamily index has now grown by a cumulative 21.6% since the bottom of the cycle, outperforming the 
second-ranked office sector by more than 400 basis points. Renter demand has eclipsed supply, causing 
vacancies to contract by 170 basis points over the past two years, prompting rental rate gains. Strong property 
level income growth expectations by investors appear to be baked into the heightened pricing of current 
transactions. 
 
Investor interest in office property also rebounded in 2011, with the office property index increasing by 17.3% 
since the end of March 2011. Like the recovery of the broader economy, the office rally has proved to be volatile 
and uneven despite the significant firming up of prices. 
 
"Pricing gains have proven to be more explosive in tech-centric markets than in the overall market," according to 
the CoStar CCRSI report. "The office index will likely continue to vacillate between gains and losses until office 
demand growth becomes more evenly dispersed across markets." 
 
Industrial property pricing increased by just 4.4% since March 2011, and was down slightly in the fourth quarter 
compared to year-ago levels. 
 
Retail is the notable exception to the recovery story to date. Shopping center fundamentals remain soft despite 
an improving economy and a burst of pent-up consumer spending that has pushed retail sales above the peak of 
the last cycle. Bucking the trend, power centers and super regional malls have seen gains in tenancy gains over 
the past year, which could signal a coming turnaround in retail pricing, according to the CoStar report. 
 
Larger and higher-quality properties generally outperformed the market in timing and magnitude of prices 
improvement, mirroring the growth in CRE fundamentals over the past year. Prices for investment grade 
properties stabilized at the end of 2009, more than a year ahead of price stability in the general commercial 
properties. The Investment Grade Index gained 3.4% in 2011, compared with 0.2% for the General Commercial 
segment. 
 
While the volume of distressed transactions in December remained well above the monthly average for the year, 
the percentage of distressed trades fell from 35.4% in March 2011 to 24.8% in December, helping push up the 
National Composite Index. 
 
Hampering the market recovery is the continued softness in levels of real estate lending. Mortgage originations 
fell by 7% in the fourth quarter from the previous quarter, according to the quarterly survey by the Mortgage 
Bankers Association (MBA). 
 
The Northeast Composite Index, powered by the exceptional rebound in multifamily and office pricing, gained 
12.3% from the market bottom, ending 2011 only 14.3% below the peak of the last boom cycle, reflecting an 
investor preference for the best assets and densely populated coastal markets. Pricing in the South, Midwest, 
and West regions is recovering at a more moderate pace, with the indices for each region finishing December 
2011 down between 34% and 39% from the market peak. 
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However, the West won as the most improved region of the country, with the composite index advancing by 
5.8% in 2011, compared with a 4% gain in the Northeast, a 2.2% gain in the Midwest, and a 6.9% loss in the 
South. 
 
"Barriers to supply in the West have improved the marketability of CRE assets in this region as investors branch 
out to seek opportunities beyond the core coastal Northeastern markets," CoStar said in the report. 
 
In other CCRSI regional results among specific property types: 

 Apartments were the only index to record positive gains in 2011 across all regions, while office recorded 
the second-best growth rate in 2011, with regional gains ranging from 8% in the West to 11% in the 
Midwest and Northeast. 

 The South, the only region to record a loss on the overall composite index in 2011, recorded a 4% 
pricing loss in office. 

 Retail, universally the worst performer, experienced losses ranging from 1.2% in the West to 10.3% in 
the South in 2011 prices. 

 Fourth-quarter results in the Top 10 Largest Metro indices reflected the investor preferences for the best 
properties in the top markets. The Office Top 10 Largest Metro Index gained 23.8% since the trough of 
the last cycle as of the fourth quarter, significantly outperforming the 17.3% of the National Office index. 

 The Multifamily Top 10 Index recovered 25.6% from its trough, compared with 21.6% in the overall 
multifamily index. 

 The industrial and retail Top 10 Largest Metro Indices, however, underperformed their national 
counterparts. The Industrial Top 10 index declined by 11% compared with a 2.9% decline in the national 
index, while the retail top 10 metros also proved to be drag on the National Retail Index, with quarterly 
and annual losses nearly double the national average. 

Loans and Properties Under Surveillance 

 

http://bit.ly/t0dxKa
http://bit.ly/t0dxKa
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Tishman Speyer Taking Over 16 U.S. Office Bldgs 
Tishman Speyer Properties in New York is buying out its affiliated Australian REIT that has ownership in 16 
office buildings across the United States in markets including New York, Philadelphia, Washington DC, Chicago, 
Milwaukee, San Francisco, Los Angeles and Seattle. 
 
Sydney, Australia based Tishman Speyer Office Fund owns 99.9% of four office buildings totaling 893,000 
square feet and 45.9% ownership in another 12 totaling 7.46 million square feet. 
 
Tishman Speyer Office Fund will be wind up its U.S. property holdings agreeing to sell the portfolio for $1.5 
billion plus an expected $48.5 million towards its transaction costs. The buyer is a joint venture of Tishman 
Speyer Properties and an international pension fund. The unnamed fund will put up $800 million of the 
transaction cost. Tishman Speyer Properties has already been managing the U.S. portfolio and will continue to 
do so. 
 
As of the end of the 2011, Tishman Speyer Office Fund reported that more than 55% of all outstanding units 
were currently held, directly or indirectly, by U.S. residents. That threshold of U.S. ownership meant that starting 
in October of this year, the Australian REIT would have to register its common units with the U.S. Securities & 
Exchange Commission and would be subject to U.S. reporting and disclosures rules. 
 
"The consequences of becoming a U.S. domestic reporting company are significant and burdensome, with 
consequential increases in costs to meet enhanced reporting and compliance obligations," the Australian 
company said. 
 
If the sale goes through to Tishman Speyer Properties, the company will no longer have to make any public 
disclosures in the U.S. or Australia. 

THE PROPERTIES INCLUDED IN THE TRANSACTIONS ARE AS FOLLOWS. 

Property City % Ownership NRSF % Leased 

300 Park Avenue New York 45.90% 773,300 91% 

CitySpire New York 45.90% 370,600 87% 

Greenwich American Centre Greenwich 45.90% 650,400 100% 

Bala Plaza Suburban Philadelphia 45.90% 1,127,600 88% 

227 West Monroe Chicago 45.90% 1,584,800 83% 

222 West Adams Chicago 45.90% 930,600 89% 

Plaza East I and II Milwaukee 45.90% 475,800 90% 

520 Pike Tower Seattle 45.90% 385,000 84% 

One Bush Street San Francisco 45.90% 329,700 100% 

595 Market Street San Francisco 45.90% 429,300 98% 

Bayside Towers San Francisco Peninsula 45.90% 268,600 73% 

400 Castro Street Silicon Valley 45.90% 138,700 100% 

Lakeside Northern Virginia 99.90% 305,500 88% 

Maple Plaza Beverly Hills 99.90% 291,000 85% 

407 North Maple Drive Beverly Hills 99.90% 163,800 100% 

Beverly Mercedes Place Beverly Hills 99.90% 132,300 100% 
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Tranzon Fox: Bankruptcy Court-Ordered Chase City& Keysville Auction 

 

Empire State Building Set To Join REIT Era 
Malkin Holdings LLC, the supervisor of Empire State Building, has filed registration statement with the U.S. 
Securities & Exchange Commission to convert the iconic tower's ownership into a public REIT. 
 
Malkin intends to consolidate into a new REIT to be called Empire State Realty Trust Inc. There are 22 private 
entities involved in the consolidation, all of which will get shares in the new REIT. 
 
Through the public offering, the REIT is looking to raise $1 billion. 
 
Besides the Empire State Building itself, the REIT will include total holdings of 18 office and retail properties, one 
development site, and five related management companies. 
 
As of Sept. 30, 2011, the entities involved owned 12 office properties encompassing approximately 7.7 million 
rentable square feet of office space, which were approximately 79.9% leased (or 83% giving effect to leases 
signed but not yet commenced as of that date). Seven of these properties are in the midtown Manhattan market 
and encompass 5.8 million rentable square feet of office space, including the Empire State Building, perhaps the 
world's most famous office building. 
 
The entities' Manhattan office properties also contain 432,176 rentable square feet of premier retail space on 
their ground floor and/or lower levels. 
 
The entities' remaining five office properties are in Fairfield County, CT, and Westchester County, NY, 
encompass 1.8 million rentable square feet. 

http://bit.ly/xMwWll
http://bit.ly/xMwWll
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In addition, the entities have entitled land at the Stamford Transportation Center in Stamford, CT, adjacent to one 
of its office properties, that will support the development of an approximately 340,000 rentable square foot office 
building and garage. 
 
The portfolio also includes four stand-alone retail properties in Manhattan and two stand-alone retail properties in 
the city center of Westport, CT, encompassing 204,452 rentable square feet. The stand-alone retail properties 
were 96.8% leased. 
 
In addition, the company has an option to acquire two additional Manhattan office properties encompassing 
approximately 1.4 million rentable square feet of office space and 153,298 rentable square feet of ground floor 
retail space. 
 
The Empire State Building will still be the REIT's flagship property and provides the company with a significant 
source of revenue through its office and retail leases, observatory operations and broadcasting licenses and 
related leased space. The Empire State Building comprises 2.68 rentable square feet of office space and 
163,655 rentable square feet of retail space. 
 
On a pro forma basis, during the nine months ended Sept. 30, 2011, the building generated $156.7 million of 
revenue. That represented about 78% of total revenues for the portfolio of properties. The predecessor portfolio 
generated $34.2 million in net income. 
 
The Empire State Building is home to such tenants as: LF USA; Skanska; Coty Inc.; the FDIC; Funaro & Co.; 
LinkedIn; Noven Pharmaceuticals; People's Daily Online USA; Taylor Global; Turkish Airlines; and World 
Monuments Fund. 

THE PROPERTIES TO BE INCLUDED IN THE REIT ARE AS FOLLOWS. 

Property 
Rentable 
SF 

% 
Leased Annualized 

Net Effective 
Rent/SF 

Number  
of Leases 

The Empire State Building, NYC       $39.40   

     Office 2,675,779 67 $62,642,545   282 

     Retail 163,655 90 $14,382,077   24 

One Grand Central Place, NYC       $47.43   

     Office 1,157,911 80 $41,343,400   306 

     Retail 68,343 87 $5,713,916   19 

250 W. 57th St., NYC       $42.73   

     Office 476,870 85 $15,760,697   191 

     Retail 53,837 100 $4,479,500   6 

501 Seventh Ave., NYC       $35.12   

     Office 431,971 91 $13,596,266   33 

     Retail 37,765 93 $1,742,195   11 

1359 Broadway, NYC       $37.54   

     Office 437,943 96 $15,620,373   35 

     Retail 27,618 79 $1,665,115   6 

1350 Broadway, NYC       $56.29   

     Office 359,691 75 $10,651,056   74 

     Retail 30,895 100 $5,724,987   6 

1333 Broadway, NYC       $43.98   

     Office 296,565 93 $11,391,478   10 

     Retail 50,063 6 $725,713   3 

First Stamford Place, Stamford, CT 784,487 90 $27,526,218 $38.93 36 

Metro Center, Stamford, CT 275,608 100 $12,897,836 $47.29 24 

383 Main Ave., Norwalk, CT 260,468 81 $5,836,564 $28.00 19 

500 Mamaroneck Ave., Harrison, NY 289,682 91 $7,144,466 $27.38 30 

10 Bank St., White Plains, NY 228,933 82 $6,186,454 $33.97 27 

10 Union Square, NYC 58,005 92 $3,668,753 $70.01 12 

1542 Third Ave., NYC 56,250 100 $2,833,796 $47.15 3 

1010 Third Ave., NYC 44,662 100 $2,812,709 $65.88 2 

77 W. 55th St., NYC 24,102 100 $2,104,651 $79.62 3 
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Property 
Rentable 
SF 

% 
Leased Annualized 

Net Effective 
Rent/SF 

Number  
of Leases 

69-97 Main St., Westport, CT 17,103 88 $1,303,460 $89.46 4 

103-107 Main St., Westport, CT 4,330 100 $423,696 $94.69 3 

Tranzon Auction Resolutions: 250-Unit Multifamily Lender REO 

 

CRE Borrowers To Increase Debt Levels 
The debt process is improving as commercial real estate as borrowers report feeling more certain that lenders 
will meet their borrowing needs, according to a survey by Jones Lang LaSalle and Penton Media Research. 
 
This survey details the borrowers' sentiments for 2012 funding aims. In the last 12 months, these respondents to 
the survey reported borrowing a median $21.1 million for commercial real estate ventures. 
 
In the survey, borrowers reported needing more debt in 2012, as 40% expect their total portfolio debt to increase 
in 2012, up 6% over 2011 increase expectations. 
 
"With $415 billion of mortgage maturities on the horizon in 2012 alone, and opportunistic plays in the market, it 
makes sense that a majority of borrowers still need more capital lending in 2012 and they're finding challenges 
that economic volatility throws at the commercial debt markets," said Tom Fish, co-head and executive 
managing Director of Jones Lang LaSalle's real estate investment banking business. "Even with the existing 

http://bit.ly/xC7QMA
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global economic concerns, debt financing will remain very strong in the core space from life companies and 
domestic banks and we expect the CMBS market to continue to regain footing in 2012." 
 
Mike Melody, Fish's co-counterpart, said, "The traditional lenders are all still relatively cautious in their 
underwriting as they can still find good relative risk in mortgage loans relative to alternative bonds or other fixed-
rate alternatives. That's resulting in bigger allocations to commercial real estate this year from the life companies 
and pension funds that have worked through most of their problem accounts and are well-positioned lenders in 
2012." 

FINANCING REQUIREMENTS 

In 2012, debt in all forms, deleveraging, bank stability and currency movements, will dominate the global 
financial picture. Domestic borrowers indicated the majority of their 2011 financing needs (51%) were used for 
refinancing, followed by 42% that financed acquisitions where opportunistic buys existed. Contrary to typical 
wisdom, a large portion of borrowers' funding in the last year went to new development (24%). 
 
"Multifamily construction has already begun in several markets and some office product has launched as 
borrowers, developers and prime lenders prepare to start selective development in 2012," said Fish. "We won't 
see a wave of new construction hit the market but selective development makes financial sense where there are 
pockets of demand." 
 
To close deals, borrowers state that lenders need to provide certainty of execution as the number one factor that 
nearly all borrower respondents consider in the loan origination process. Flexibility of loan terms ranks second 
and lowest available rate ranks third. 
 
"Borrowers are making informed decisions as to lenders with whom they wish to transact. The debt markets are 
clearly improving and borrowers are able to secure attractive pricing from both bank and life company lenders 
who can be counted on to close," Melody said. "The areas where we used to hear the most lamentation from 
borrowers related to the slow loan closing speed and the post-closing service process, which also scored the 
lowest satisfaction rate in our survey; however, both areas have improved as of late and we anticipate that 
improvement will continue throughout the year. It is a great time to be a borrower." 

2012 BORROWER SENTIMENT HIGHLIGHTS 

Borrowers find commercial banks are the most active lenders, as 77% of respondents borrowed from banks in 
2011. One in three borrowed from life companies and one in four borrowed from private equity investors in 2011, 
signaling a trend expected to increase in 2012 as more borrowers seek funds from alternative sources. 
 
Most borrowers (74%) are sourcing primary loans or short-term construction loans (41%) followed by 30% 
sourcing a line of credit. 
 
Expectations for an increase in long-term mortgage rates have subsided. Only 57% of borrowers predict an 
uptick in interest rates in 2012, while 78% thought rates would rise in 2011. 
 
Among the greatest concerns for borrowers is the health of the U.S. economy as respondents indicated it had 
the most impact on their ability to obtain financing in 2011. Borrowers also noted that debt-service coverage 
ratios and loan to value ratios also impacted their ability to refinance. 

Office & Retail Delinquencies Hit New Highs; Could Go Higher 
Delinquencies for office and retail loans have hit their highest-ever levels while overall U.S. CMBS delinquencies 
fell for the sixth straight month, according to the latest index results from Fitch Ratings. 
 
CMBS late-pays declined five basis points (bps) in January to 8.32% from 8.37% a month earlier. The 
improvement was driven by multifamily loans, which saw a 165-bp plunge in its rate month-over-month to 
12.77%. The delinquency rates for office and retail rose to all-time highs of 7.30% and 7.21%, respectively. 
 
January marked the first time post-recession that the office delinquency rate surpassed that of retail. Office is the 
only major property type that Fitch Ratings has a negative outlook on for 2012. Office delinquencies are 
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expected to continue rising as leases made at the height of the real estate boom roll to market, impacting income 
available to cover debt service. 
 
New delinquencies were led by 5-year, interest-only loans from the 2007 vintage that failed to pay off at maturity 
and have subsequently stopped paying interest. Notably, no new loans of more than $100 million were added to 
the index in January. In part, this was due to Fitch Ratings excluding from the index several large loans (over 
$500 million in total) that were reported as non-performing matured balloons for the first time in January, but 
which remained current on interest despite not satisfying their scheduled balloon payments. 
 
The downturn in office and retail performance comes as multifamily and hotel loans have shown the best 
performance rebound during the past 24 months. 
 
In fact, the multifamily delinquency rate has fallen 4.63 percentage points from one year ago to 12.77% from 
17.40%. Month-over-month, the decline was led by the $375 million loan on The Belnord, a luxury apartment 
building on Manhattan's Upper West Side, dropping out of the index. Previously, the loan was more than 90 days 
delinquent, but the borrower was able to use reserve funds to bring the loan current. Based on the remaining 
reserve balance and in-place cash flow, Fitch Ratings expects the loan to remain current for roughly four more 
months, with the loan likely to re-enter the index sometime over the summer unless cash flow improves. 
 
Current and prior month delinquency rates for the major property types are as follows: 

 Multifamily: 12.77% (from 14.42% in December), 

 Hotel: 12.21% (from 12.02%), 

 Industrial: 10.40% (from 10.25%), 

 Office: 7.30% (from 6.84%), and 

 Retail: 7.21% (from 6.89%). 
 

Office Tenant Loyalty Continues to Climb; Satisfaction Falls, Though 
Nearly 62% of U.S. office tenants surveyed in 2011 intend to renew their leases, according to Kingsley 
Associates' Fourth Quarter 2011 Office Industry Trends. 
 
During the four quarters ending Dec. 31, 2011, 61.8% of tenants indicated that they "definitely" or "probably" 
would renew. This degree of loyalty represents an increase of 1.7 percentage points in just one year and 3.2 
percentage points since the low of 58.6% at the end of 2009. 
 
While renewal intent has increased, overall tenant satisfaction has retreated slightly from its high at the end of 
the second quarter of 2011. As of the end of the calendar year, 85.1% of tenants indicated "excellent" or "good" 
satisfaction, compared to 85.7% for the four quarters ending on June 30, 2011. Still, this figure remains near its 
highest point since the financial crisis of 2008 and is well above the low of 83.3% reported at the end of the 
second quarter of 2010. 
 
"The year 2011 was a good one for office tenants," says Steve Kingsley, president, Kingsley Associates. "Both 
occupancy and unemployment remained fairly stable, the net result being that office users enjoyed favorable 
lease terms and historically strong customer service." 
 
Tenant loyalty increased or remained stable in most major markets. Miami led the way with 68.1% of tenants 
indicating intent to renew. Atlanta registered a similarly strong figure of 65.5%. 
 
Still, markets such as Boston, Dallas, Los Angeles and New York were below the 60% benchmark. New York, in 
fact, experienced a consistent trend of declining renewal intent throughout 2011, ending the year with only 58.4% 
of tenants indicating intent to renew. 
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Capdominus: The First CRM Platform For Proprietary Capital Intelligence 

 

OCC Closes Banks in Illinois, Indiana 
The Office of the comptroller of the Currency (OCC) appointed the Federal Deposit Insurance Corp. (FDIC) as 
receiver for two banks this past week – the first bank failures of February after seven in January. 
 
Closed were: 
SCB Bank in Shelbyville, IN, a federal savings association, which as of Dec. 31, 2011, had total assets of $183 
million; and 
Charter National Bank and Trust in Hoffman Estates, IL, which as of Dec. 31, had approximately $94 million of 
total assets. 
 
The OCC acted after the institutions had experienced substantial dissipation of assets and earnings due to 
unsafe or unsound practices. The OCC also found that the institutions were likely to continue to incur losses that 
would deplete their capital and that the institutions were critically undercapitalized, and that there was no 
reasonable prospect that they would become adequately capitalized without federal assistance. 
 
In the first transaction, First Merchants Bank in Muncie, IN, took over SCB Bank and its four branches. 
 
First Merchants Bank acquired $117 million of loans and assumed $136 million of deposits. Under a modified 
whole bank transaction without loss share, the FDIC excluded all construction and development loans, all land 
loans, all non-performing loans including non-accrual, restructured and 90 days past due credits and all OREO 
balances. The remaining assets were purchased for a $29 million discount and the deposits were assumed at no 
premium. 
 
"Significant issues related to the bank came to the attention of the board of directors of the bank in early 2011. 
As a result, the bank reclassified certain loans, increased the allowance for loan losses, took specific reserves 

http://bit.ly/ACqaKs
http://bit.ly/ACqaKs


 

THE WATCH LIST NEWSLETTER 15 

 

and charged off certain loans," commented Russell Breeden, III, chairman, CEO and president of Blue River 
Bancshares Inc., the parent company of SCB Bank. "Throughout 2011, the bank experienced further 
deterioration in its loan portfolio which caused further erosion of the capital of the bank." 
 
First Merchants also acquired the main office building of SCB Bank in Shelbyville for $1.4 million. 
 
The FDIC estimates that the cost to the Deposit Insurance Fund (DIF) will be $33.9 million. 
 
In a second closure, Barrington Bank & Trust Co. in Barrington, IL, took over the two branches of Charter 
National Bank and Trust. Barrington Bank is a subsidiary of Wintrust Financial Corp. 
 
"This FDIC-assisted transaction provides a great opportunity to expand our presence in Hoffman Estates, where 
we currently operate Hoffman Estates Community Bank (a branch of Barrington Bank), as well as Hanover Park, 
a new market for Wintrust," said Edward J. Wehmer, president and CEO of Wintrust. "With this transaction, we 
have now made eight banking acquisitions in the past two years: seven FDIC-assisted and one unassisted 
transaction. Mr. Wehmer continued to note, "We expect this transaction will be accretive to net income and 
earnings per share." 
 
Barrington Bank acquired substantially all of Charter National's assets at a discount of approximately 4.1% and 
assumed all of the non-brokered deposits at no premium. 
 
In connection with the acquisition, Barrington Bank entered into a loss sharing agreement on $72.1 million of 
Charter National assets with the FDIC whereby Barrington Bank will share in losses with the FDIC on certain 
loans and foreclosed real estate. 
 
In conjunction with the acquisition of Charter National, Wintrust provided the FDIC with a Value Appreciation 
Instrument ("VAI") whereby 125,000 units were awarded to the FDIC at an exercise price of $31 per unit. The 
units are exercisable at any time for 180 days after February 10, 2012. If the FDIC exercises the units, Wintrust 
will be required to pay the FDIC an amount in cash equal to the volume weighted average price of Wintrust 
common stock over the two trading days immediately prior to the exercise date minus the exercise price, but in 
no case greater than $8.00 per unit. 
 
The FDIC estimates that the cost to its DIF will be $17.4 million. 
 
Seven banks failed in January, up from two in December, according to Trepp LLC. The increase in January 
continues the pattern exhibited over the past few quarters, with a spike in failures in the month immediately 
following quarter end, and then a drop in the subsequent two months. Trepp analysts said they expect that 
pattern this quarter as well. 
 
As it was last year, commercial real estate exposure was the main driver behind problem loans for the banks that 
failed in January. Commercial real estate loans comprised $363.5 million (74.5%) of the total $487.7 million in 
nonperforming loans at the failed banks. Commercial mortgages made up $24.6 million (51.9%) of the total, 
while construction and land loans comprised $14.9 million (31.5%) of the total nonperforming pool. 

First Financial Service Selling Indiana Branches 
First Federal Savings Bank of Elizabethtown Inc. signed a definitive agreement to divest its four branch retail 
bank franchise in Indiana to First Savings Bank, the banking subsidiary of First Savings Financial Group Inc. 
(FSFG). 
 
The purchase price will represent a 3.65%% premium based on the actual level of consumer and commercial 
deposits at closing, which were $99.7 million at Dec. 31, 2011. 
 
First Savings will also acquire government, corporate, other financial institution deposits and municipal deposits, 
which were $17.5 million at Dec. 31, at book value. 
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A total of $35.4 million of performing loans will be purchased at a discount of 0.80% based on the actual level of 
loans at closing. 
 
"This transaction is a positive step toward addressing our Company's capital needs," said Gregory S. Schreacke, 
president of First Financial Service Corp., the parent company of the selling bank. "We believe it places the 
company in a better position to meet the conditions of the regulatory consent order in a manner that is beneficial 
to the current shareholders." 
 
The transaction will allow the selling bank to focus additional resources on the Kentucky market, where it 
operates 18 full-service banking centers and a commercial private banking center in six contiguous counties in 
central Kentucky along the Interstate 65 corridor and within the Louisville metropolitan area. 

Real Money; Two New CMBS Deals Hit the Streets 
Two new CMBS offerings hit the street in the past week: Morgan Stanley rolled out a prospectus for the Morgan 
Stanley Capital I Trust 2012-C4, a $1.2 billion portfolio of commercial mortgages, and Freddie Mac announced 
the $1 billion offering of K Certificates backed by 7-year multifamily mortgages. 
 
The Morgan Stanley CMBS has yet to be rated. The portfolio includes 49 loans backing 111 properties. Of the 
properties 50 are retail related, 21 industrial, 16 multifamily, 12 office and 11 hotel. 
 
The three largest loans in the pool are as follows. 
 
A $130 million refinance loan for the Shoppes at Buckland Hills, a 535,223-square-foot regional mall in 
Manchester, CT. The borrower is General Growth Properties. The Shoppes at Buckland Hills was constructed in 
1990 and renovated in 2003. It represents a portion of a 1.05 million-square-foot mall anchored by Macy's, 
Sears, JC Penney and Macy's Men's and Home. These four anchors, which total 512,611 square feet, are 
tenant-owned and not part of the mortgaged property. Major tenants at the mortgaged property occupy a total of 
142,764 square feet and include Dick's Sporting Goods, Barnes and Noble, H&M, Victoria Secret and Forever 
21. The mortgaged property also includes 258,242 square feet of leased in-line and food court space, 63,927 
square feet of outparcel space, 426 square feet of kiosk space and 69,864 square feet of vacancy. For 2011, 
comparable in-line stores, totaling 198,259 square feet, reported average sales of $378 per square feet and an 
average occupancy cost of 16.1%. 
 
A $100 million refinance loan for the Ty Warner Hotel & Resorts. The Ty Warner portfolio consists of 319 
rooms across three world-class, luxury hotels in Southern California and Mexico known as the Four Seasons 
Resort "The Biltmore" Santa Barbara, Las Ventanas al Paraiso and San Ysidro Ranch. 
 
A $75 million refinance loan for 50 Central Park South, a 234,324-square-foot property in New York. The 
borrower is affiliated with Westbrook Partners and Millennium Partners. 50 Central Park South is a commercial 
condominium unit that operates as a 234,324-square-foot, 259-room luxury hotel with restaurant, lounge, spa, 
gym and meeting space. The top 13 stories consist of residential condominium units that are not collateral for the 
50 Central Park South Loan. The improvements were built in 1926 and renovated in their entirety between 2000 
and 2002. 

FREDDIE MAC 

Freddie Mac expects to settle on its K-706 certificates at the end of this month. 
 
The FREMF 2012-K706 Multifamily Mortgage Pass-Through Certificates represent the beneficial interests in a 
pool of 61 commercial mortgages secured by 61 properties. Forty-three loans, or 82.5% of the pool, are full 
interest-only loans. 
 
The three largest loans in the pool are as follows. 
 
A $122.77 million, 3-year interest-only loan on Crystal Plaza, a 539-unit, high-rise apartment complex in 
Arlington, VA. The property, which had occupancy of 94.1% as of December 2011, was built in 1967, underwent 
capital improvements in 2003. The property is managed by Gates Hudson Associates. 
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A $62 million, 2-year interest-only loan on Paradise Island, a 1,112-unit, 55-building apartment complex in 
Jacksonville, FL. The property, which had 92.5% occupancy as of January 2012, was developed in four phases 
between 1990 and 1999 and renovated in 2010. 
 
A $45.75 million, 2-year interest-only loan on Cascade Ridge Apartments, a 518-unit, 48-building multifamily 
property in Federal Way, WA. The property, which was built in 1989 and renovated from 2007–2008, had an 
occupancy of 92.9% as of December 2011. The property is managed by FPI Management Inc., which currently 
manages a portfolio of more than 60,000 units and 1,669 units locally. 

ADDITIONAL CAPITAL RAISINGS & PROPERTY FINANCINGS 

Goldman Sachs & Co. acquired assets from Federal Reserve Bank of New York with a current face value of 
$6.2 billion from its Maiden Lane II LLC portfolio -- assets once held by American Insurance General (AIG) -- 
through a competitive process to Proceeds from this sale and an earlier AIG transaction, will enable the 
repayment of the entire remaining outstanding balance of the senior loan from the New York Fed to ML II on the 
next payment date in early March. The original amount of the senior loan was $19.5 billion. The transaction was 
prompted by an unsolicited offer from Credit Suisse Securities (USA) LLC to BlackRock Solutions, the 
investment manager for ML II, to buy ML II assets. The New York Fed directed BlackRock Solutions to conduct a 
sale via a competitive process. The other broker-dealers included in the competitive process were Barclays 
Capital Inc., Morgan Stanley & Co., and RBS Securities Inc. The broker-dealers were selected based on the 
strength of each of their recently submitted reverse inquiries for large parcels of the portfolio. 
 
ProLogis Inc. in San Francisco entered into a senior term loan agreement with nine lenders including Bank of 
America as administrative agent. The company may obtain loans in U.S. dollars, euros, Japanese yen, and 
British pounds in an aggregate amount not to exceed $634 million. An accordion feature included in the loan 
agreement would permit a maximum increase to $1.3 billion. The loan agreement is scheduled to mature on Feb. 
2, 2014, and the interest is currently at LIBOR plus 150 basis points. 
 
Wells Real Estate Investment Trust II Inc. in Atlanta entered into a $375 million, 4-year, unsecured term loan 
facility with a syndicate of banks with J.P. Morgan Securities and PNC Capital Markets serving as joint lead 
arrangers and bookrunners. Accrued interest is payable in arrears on the first day of each calendar month. In 
connection with the term facility, Wells entered into an interest rate swap agreement to effectively fix the interest 
rate at 2.64%. 
 
Kilroy Realty Corp. in Los Angeles raised more than $398 million in a public stock offering. KRC plans to use 
the money for acquiring properties and repaying outstanding debt. 
 
Regency Centers Corp. in Jacksonville, FL, is raising $245 million through a public offering of preferred shares. 
Regency will use the net proceeds to redeem other outstanding preferred shares. 
 
AG Mortgage Investment Trust Inc. in New York raised $109.25 million through the sale of common stock. The 
trust will use the funds to acquire mortgage securities. 
 
H&R REIT in Toronto closed a $61 million loan refinance on a three-building portfolio fully leased to Nestle USA 
Inc. CBRE Capital Markets arranged the secured financing with a 10-year term, 10-year amortization and a 4.5% 
interest rate through ING Investment Management. The portfolio comprises more than 2 million square feet of 
office/industrial space. The largest of the three buildings is an 860,939-square-foot industrial office/warehouse 
facility at 800 Nestle Court in DeKalb, IL. The second largest is a 782,565-square-foot cross dock distribution 
warehouse at 1 Nestle Court in McDonough, GA; and the third facility is a 524,252-square-foot industrial building 
at 13600 Independence Parkway in Fort Worth, TX. 

GE Aviation Growth Taking Off 
GE kicked off a four-day long-term economic and industry growth event this week it was sponsoring with partners 
in Washington, DC, by announcing a number of expansion initiatives. 
 
The programs include: 
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Hiring 5,000 U.S. veterans over the next five years and sponsoring a "Hire our Heroes" partnership with the U.S. 
Chamber of Commerce to help veterans integrate into the civilian workforce and match them to jobs. 
 
Opening several manufacturing skill-building centers called "GE Garages" to spark interest in skills for jobs. 
 
Doubling the number of GE engineering interns to more than 5,000 as part of an initiative proposed by the 
President's Council on Jobs and Competitiveness to add 10,000 more engineering graduates a year in the U.S. 
 
GE also announced details of the expansion of its Aviation business in 2012, including investing $580 million in 
the expansion of its manufacturing and research & development footprints in the U.S. to support growing 
production rates and expanded product offerings. 
 
GE Aviation is adding more than 400 new manufacturing jobs and in 2013 will open the three new plants that are 
under construction in Ellisville, MS; Auburn, AL; and Dayton, OH. 
 
The plants are part of GE investment in the U.S., which includes the construction or rebuilding of 16 plants and 
more than 12,000 new jobs. Last week GE began production on its first new appliance product line in more than 
50 years at Appliance Park in Louisville, KY. 
 
GE Aviation's production rates are expected to grow from approximately 3,000 commercial and military engine 
deliveries in 2011 to 3,400 deliveries in 2012, and 3,800 deliveries in 2013. 
 
"We are firing on all cylinders," said David Joyce, president and CEO of GE Aviation. "Our new-product 
development efforts and current product deliveries are at historic levels. We are a global enterprise with 
operations worldwide, but our expanding business has driven the investment in U.S. plants and equipment." 
 
The construction under way of three new GE Aviation sites reflects the company's growing collaborations with 
U.S. communities. 
 
Ellisville, MS: By year's end, GE Aviation will complete construction of a 300,000-square foot factory to 
manufacture advanced composite components for jet engines and aircraft systems. The facility will begin 
operating in 2013, and is expected to create 250 manufacturing jobs by 2016. GE Aviation's first composites 
factory in Mississippi, opened in Batesville in 2008, now employs more than 300 workers. 
 
Auburn, AL: Also by year's end, GE Aviation will complete construction of a 300,000-square foot factory to 
produce advanced machined parts for commercial and military engines. Limited hiring begins next year. GE's 
goal is to employ 300 to 400 people when the plant is at full production later this decade. 
 
Dayton, OH: Located on the University of Dayton campus, construction is under way for GE's new Electrical 
Power Integrated Systems Research and Development Center (EPISCenter). The 120,000-square foot center 
will collaborate with University researchers on advanced computer modeling, simulation, and analysis of 
advanced, dynamic electric power systems and controls. The center will be operational in 2013. 
 
GE Aviation's investment in its U.S. operations has not been limited to these new sites. The Evendale, OH, 
headquarters is undergoing a multi-year, $100 million renovation. The airfoils facility in Greenville, SC, is adding 
100 jobs between 2010 and 2013. Finally, at the GE Aviation Flight Test Operation in Victorville, CA, a newly 
acquired Boeing 747-400 is undergoing a $60 million refurbishment and conversion to serve as a flying testbed. 

PepsiCo Planning 8,700 Job Cuts 
Based on a comprehensive review by its management of its portfolio, brands, costs, organization and capital 
structure, PepsiCo is taking a series of strategic investment and productivity initiatives to cut costs. 
 
"We need to make changes in how we operate to address the challenges we identified in the review process," 
said Indra Nooyi, PepsiCo chairman and CEO. "2012 will be a transition year, in which we will be taking the 
appropriate steps to build a stronger, more successful company going forward." 
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Beginning in 2012, PepsiCo is planning the following. 
 
Implement a 3-year productivity program that is expected to generate more than $500 million in incremental cost 
savings in 2012, further incremental reductions in the cost base of about $500 million in 2013, and an additional 
$500 million in 2014. The productivity savings will span every aspect of the business: leveraging new 
technologies and processes across operations, go-to-market and information systems; heightened focus on best 
practice sharing across the globe; consolidating manufacturing, warehouse and sales facilities; and 
implementing simplified organization structures, with wider spans of control and fewer layers of management. 
 
This effort includes headcount reductions of about 8,700 employees across 30 countries, about 3% of the 
company's global workforce. The productivity programs will enhance the company's cost-competitiveness as well 
as provide a source of funding for future brand-building and innovation initiatives. 
 
It will also significantly increase investments in its iconic brands and in bringing innovation to market. Advertising 
and marketing spending will increase by $500 million to $600 million in 2012, the majority in North America. To 
drive efficiencies, it will reduce the number of advertising agency partners by about 100 firms. 

Upcoming Corporate Facility Closures & Downsizings 

Company Address 
Closure or 
Layoff 

Owned 
or 
Leased RBA 

No. of 
Workers 
Impact Impact Date 

Birmingham 
Southern Railroad 
Co. 

5700 Valley Road, 
Fairfield, AL Closure Owned 931,972 181 Immediately 

Albertson's Store 

1116 E. Florence 
Blvd., Casa Grande, 
AZ Closure Owned 50,318 73 2/13/2012 

VT Services 
72916 Carter St., Ft. 
Huachuca, AZ Unknown     107 4/30/2012 

Sykes Enterprises 
2021 N. Grande Ave., 
Nogales, AZ Unknown Leased 44,402 85 3/27/2012 

Americare 
Convalescent Center 

19211 Anglin St., 
Detroit, MI Closure Owned 34,040 119 3/23/2012 

Henry Ford Macomb 
Hospital 

13355 E. 10 Mile 
Road, Warren, MI Closure Owned 3,995,244 1,030 3/31/2012 

ACS Financial 
Solutions Group 

9300 Arrowpoint 
Boulevard, Charlotte, 
NC Closure Leased   96 3/2/2012 

Masonite Corp. 
7300 Reames Road, 
Charlotte, NC Layoff Owned 334,264 75 3/5/2012 

Avery Dennison 
2100 Summit Ave, 
Greensboro, NC Closure Leased 107,139 59 3/30/2012 

Hickory Business 
Furniture (dba HBF) 

900 12th Street Dr 
NW, Hickory, NC Closure Owned 206,316 60 4/27/2012 

Jeld-Wen Millwork 
Distribution Center 

205 Lane's Drive, 
North, Wilkesboro, NC Closure Owned 102,915 54 3/19/2012 

Family and 
Children's 
Association 

100 E. Old Country 
Road, Mineola, NY Layoff Owned 6,000 40 4/15/2012 

Fidelity Investments 

One World Financial 
Center, 200 Liberty 
Street, New York, NY Closure Leased   27 5/31/2012 

Century Link 
1201 Walnut Bottom 
Road, Carlisle, PA Layoff Owned 200,000 81 3/30/2012 

The Hershey Co. 
19 East Chocolate 
Avenue, Hershey, PA Closure Leased 2,069,261 373 3/1/2012 
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Company Address 
Closure or 
Layoff 

Owned 
or 
Leased RBA 

No. of 
Workers 
Impact Impact Date 

Sunoco 
100 Green Street, 
Marcus Hook, PA Layoff Owned 43,998 26 3/9/2012 

UTI Integrated 
Logistics 

300 Diller Avenue, 
New Holland, PA Layoff Leased   76 3/31/2012 

NEAPCO 
Components 

740 Queen Street, 
Pottstown, PA Layoff Owned 200,000 29 2/10/2012 

Watch List: Latest Small Balance Specially Serviced Loans 
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 Address 
Property 
Type Cur. Bal. 

CMBS; Special 
Servicer Comment 

Pymt 
Status 

Maturity 
Date 

Atria on 
Market 

101 Market St., 
San Diego , CA Retail  $4,129,202 

CSFB 2005-C6; 
Torchlight Loan 
Services 

Occupancy 
decrease 

Less than 
30 days 
del. 9/15/2015 

Highlands 
Business 
Center I and 
II 

40880-B, 
40935, 40945 
County Center 
Drive, 
Temecula , CA Office  $3,304,186 

CSFB 2002-
CKP1R; LNR 
Partners 

Pending loan 
maturity or 
anticipated 
repayment date 
with balloon 
balance due 

Nonperf. 
matured 
balloon  2/15/2012 

1617 
Cimmarron 
Street 

1617 
Cimmaron St., 
Portland , TX Multifamily  $2,471,798 

LaSalle 2007-
MF5; Midland 
Loan Services 

Pending loan 
maturity or 
anticipated 
repayment date 
with balloon 
balance due 

Nonperf. 
matured 
balloon  1/20/2037 

Terrace 
Park & 
Cancer 
Care 
Medical 
Office 

1818, 1826, & 
1810 E. 15th 
St., Tulsa , OK Office  $2,202,353 

CSFB 2002-
CKP1R; LNR 
Partners 

Borrower was 
unable to pay 
off the loan at 
maturity 
(12/1/2011). 

Perf. 
matured 
balloon  2/15/2012 

502 Scenic 
Drive 

502 Scenic 
Drive, 
Longview , TX Multifamily  $1,947,995 

Lasalle 
2007MF5; 
Midland Loan 
Services 

The loan is past 
due for 
11/1/2011 and 
subsequent 
payments 

60-89 
days del. 4/20/2037 

Pine Tree 
Plaza 

SEQ West 
Newell Road 
and Vermilion 
Street, Danville 
, IL Retail  $1,791,012 

LB-UBS 2003-
C3; Berkadia 

83% occupancy 
as of 10/28/11. 

60-89 
days del. 2/15/2013 

9212 - 9214 
45th 
Avenue SW 

9212 45th Ave. 
SW, Seattle , 
WA Mixed Use  $1,718,500 

WashMut 2007-
SL2; KeyBank 

Cash 
Management 
trigger for an 
event of default 

60-89 
days del. 12/27/2036 

2510 Beatty 
Street 

2510 Beatty 
St., Houston , 
TX Multifamily  $1,695,848 

LaSalle 2006-
MF3; Crown 
Northcorp 

DSCR and 
occupancy 
decrease 

60-89 
days del. 6/20/2036 

3030-3038 
Washington 
Road 

3030-3038 
Washington 
Road, East 
Point , GA Multifamily  $1,063,137 

LaSalle 2006-
MF3; Crown 
Northcorp   

Less than 
30 days 
del. 2/20/2036 

2021 N. 
Jefferson 
Street 

2021 N. 
Jefferson St., 
Hobbs , NM Multifamily  $838,030 

LaSalle 2006-
MF3; Crown 
Northcorp 

Delinquent P&I 
payments 

60-89 
days del. 5/20/2036 
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Property Address 
Property 
Type Cur. Bal. 

CMBS; Special 
Servicer Comment 

Pymt 
Status 

Maturity 
Date 

Blockbuster 
- 
Miamisburg 

120 Heincke 
Road, 
Miamisburg , 
OH Retail  $566,987 

JPM 2000-C10; 
C-III Asset 
Management 

Blockbuster has 
filed for Chapter 
11 bankruptcy 

90+ days 
del. 2/15/2012 

524 Sterling 
Place 

524 Sterling 
Place, Brooklyn 
, NY Multifamily  $500,760 

WashMut 2007-
SL2; KeyBank 

Mailed a default 
letter to the 
borrower for the 
delinquent 
November and 
December 2011 
payments 

60-89 
days del. 12/27/2036 

Deer Park 
Triangle 
Shopping 
Center 

4200 Pasadena 
Blvd., 
Pasadena , TX Retail  $61,273 

WashMut 2003-
W1; Orix 

Pending loan 
maturity or 
anticipated 
repayment date 
with balloon 
balance due 

Perf. 
matured 
balloon  2/25/2012 

Finding and Analyzing Distressed Assets in CoStar 
Join us for a Webinar on March 8; 12:00 PM - 12:30 PM EST 

"Exclusively for CoStar subscribers." 
Reserve your Webinar seat now at: 

https://www1.gotomeeting.com/register/566213792 
 

Distress assets are still out there and provide opportunities for those looking for value added investments. Are 
you taking advantage of the opportunities left behind? In our quarterly State of the U.S. CRE Market webinars we 
discussed distressed assets in the marketplace. Now, find them in CoStar. 

 

https://www1.gotomeeting.com/register/566213792

