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Brick & Mortar Decisions No Longer Just About Dollars & Cents at HP 
Hewlett Packard Techies Now Rethinking its Global Real Estate Footprint 

With new CEO and 'CIO' officers at the helm, Hewlett Packard (HP) is realigning its organizational structure - a 
portion of which has it taking global real estate decision-making away from its financial managers and putting it 
into the hands of its techies. 
 
The move likely means that the real estate consolidation the company largely said was completed last year may 
not be over. 
 
HP's global real estate footprint encompassed nearly 70 million square feet as of Oct. 31, 2011 - a whopping 12 
million square feet of that was vacant space, according to HP company records. But those amounts are down 
considerably from what HP had one year earlier: 80 million square feet total with 14 million square feet vacant. 
 
Moving real estate decisions to its technology group (Global Technology and Business Processes group) is 
designed "to address real estate consolidation and improve the workplace experience for HP employees," the 
company said in a prepared statement this week. 
 
"Ensuring we have the right organizational structure in place is a critical first step in driving improved execution, 
and increasing effectiveness and efficiency," Meg Whitman, president and CEO of HP, said in the statement. 
"The result will be a faster, more streamlined, performance-driven HP that is customer focused and poised to 
capitalize on rapidly shifting industry trends." 
 
Real estate decisions for HP will now be coming from John Hinshaw, who last November was appointed to the 
newly created position of executive vice president of Global Technology and Business Processes. He is 
addressed in public appearances as the company's CIO. 
 

MARK HESCHMEYER, EDITOR WWW.COSTAR.COM MARCH 29, 2012 
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FEATURED COMMERCIAL NOTE:

Auction.com, LLC, 1 Mauchly, Irvine, CA 92618 (800) 499-6199. CA Auction.com RE Brkr 01093886; Auction Company SB 0475258, Mark Buleziuk SB  0418863, Michael E. Carr SB 
0447257; TX Auction.com RE Brkr 0580708; Auctioneer Mark Buleziuk 16063, Michael E. Carr 16354; NY Auction.com RE Brkr 10991207955; Auctioneer Michael E. Carr 1310812, 
Mark Buleziuk 1182103; AZ REDC RE Brkr CO586378000; PA Auction.com RE Brkr RB067122; Auction Firm Auction.com, Inc. RY000927; Auctioneer Mark Buleziuk AU005557, 
Michael E. Carr AU005518.

www.auction.com/CommercialFREE AUCTION.COM IPAD APP. 

Jamaica, NY
ITEM #: B066-117

Starting Bid: ...$2,000,000
Size: ....................... 16,760 SF  
Type: ........................ Mixed-Use

Lakewood, NY
ITEM #: B066-111

Starting Bid: ...... $250,000
Size: ....................... 61,936 SF  
Type: ..............................Retail 

FEATURED COMMERCIAL REAL ESTATE:

Cabot, AZ - ITEM #: N068-505  
Starting Bid: ............................................$700,000
Current Balance: ....................................... $2,840,894
Size: ............................................................. 12,563 SF
Collateral Type: ..................................     Medical Office
Loan Status: ........................................Non-Performing

Nassau Bay, TX
ITEM #: B068-141

Starting Bid: ...$1,100,000
Size: ....................  120,715 SF 
Type: ..............................Office

Beaumont, TX
ITEM #: B068-135

Starting Bid: ...... $450,000
Size:  ...................... 12,000 SF 
Type: ..............................Retail 

FEATURED COMMERCIAL NOTE: FEATURED COMMERCIAL REAL ESTATE:

$200M+ IN TX, AR, OK, LA, AL & KS COMMERCIAL REAL ESTATE & NOTES APRIL 10-12

$300M+ IN NORTHEAST COMMERCIAL REAL ESTATE & NOTES APRIL 2-4

CLICK TO SEARCH 50+ PROPERTIES IN 6 STATES

CLICK TO SEARCH 40+ PROPERTIES IN 6 STATES

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

UPCOMING AUCTIONS
$400M+ IN CA, AZ, WA, OR & UT  COMMERCIAL PROPERTIES & NOTES .............................................................................APRIL 16-19
$100M+ IN NATIONAL COMMERCIAL PROPERTIES & NOTES ....................................................................................APRIL 23-26

BROKERS AND OWNERS, SELL YOUR COMMERCIAL PROPERTY OR LISTING WITH 
AUCTION.COM. BROKERS RETAIN YOUR COMMISSION. NO AUCTION LISTING FEES. 
CALL 888-774-3852 OR VISIT WWW.AUCTION.COM/COMMERCIAL.

Bethlehem, PA  -  ITEM #: N066-610  
Starting Bid: ............................................$850,000
Current Balance:  ...................................... $4,144,658
Size: ............................................................. 32,103 SF 
Collateral Type: ....................................................Office 
Loan Status: ........................................Non-Performing
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He will oversee information technology and shared and administrative services, including indirect and services 
procurement. Hinshaw also will be in charge of optimizing business processes across the company. 
 
Hinshaw, age 41, comes to HP from The Boeing Co., where he was vice president and general manager of 
Boeing Information Solutions. There he was responsible for running a new high-growth business, which included 
delivering information solutions to the U.S. government. Prior to that role, he was global chief information officer 
responsible for the global IT strategy, operations, process and people. 
 
HP officials would not comment directly for this story. 
 
"Yes, many people ask me, 'well, hasn't all the cost savings been gotten at HP?' And, yes, some of the obvious 
costs were dealt with in recent years," Whitman told investors at HP's annual meeting this week. "But we need to 
tackle the tough stuff, the real business process reengineering, fundamentally changing policy, changing how we 
do work to do things more efficiently and effectively." 
 
"We can do a lot more to streamline operations, to improve processes and remove complexity from our 
business," Whitman said. "So my overall approach is let's get our cost structure working well, so that we can 
deliver better performance by investing in innovation, in IT infrastructure, in any number of areas that will 
fundamentally drive revenue because in the end, we cannot cut our way to greatness." 
 
"Investment decisions are going to have to be supported by business plans and risk-adjusted financial 
projections," she said. "And this is an area that we're very focused on building a new level of rigor. We've got to 
look very carefully at the investment dollars we make whether it is cash investment, capital investment or 
operating expenditures." 

GETTING STRATEGIC ABOUT REAL ESTATE 

HP's decision is indicative of a shifting paradigm in corporate real estate. In a white paper entitled: Is your 
corporate footprint stuck in the mud?, Deloitte Consultancy argues that "many organizations recognize that 
geography is a key driver of corporate performance. Yet many maintain ineffective and inefficient footprints that 
can hamper talent attraction and retention, increase operating costs, overexpose them to risk and depress 
shareholder value." 
 
"Fewer companies are deliberate and proactive in assessing their overall corporate footprint and the degree to 
which it supports and contributes to the business strategy. Geographic variables such as talent availability, 
operating costs, risk or tax regulations can change quickly. Mergers and acquisitions generate additional 
footprint complexity, often yielding overlap in some geographies and underrepresentation in others." The Deloitte 
authors write. 
 
"Yet many companies lack mechanisms to effectively evaluate and react to these changes. Some make footprint 
decisions at the subenterprise (e.g. business unit or regional) level. Others, through sheer inertia, continue to 
perform the same functions in the same geographies while the world changes around them. Still others regard 
footprint decisions primarily in terms of real estate rather than a more expansive view that considers the proper 
location for every corporate function and asset. By enhancing "locational awareness" and evaluating the 
corporate footprint with a more holistic perspective, companies can more efficiently and effectively position 
assets and strike a balance between market access, talent availability, risk mitigation and cost containment." 

RREEF America Jumping into New-Fangled REIT Arena 
Possibly just weeks away from being sold, RREEF America LLC isn't sitting around waiting to find out who its 
new owner is. The leading real estate investment manager is planning to form a new REIT to be called RREEF 
America Property Income Trust Inc. and hold an initial public stock offering to raise up to $2.5 billion. The new 
property income REIT will invest primarily in properties, but also in real estate debt and publicly traded REIT 
stocks, although the new REIT itself won't be publicly traded. 
 
According to a prospectus, the new REIT will take the form of the latest permutation of nontraded-REITs in which 
the purchase price per share will vary from day-to-day based on the net asset value (NAV) of its holdings. Under 
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this structure, stockholders may request on a daily basis that the REIT redeem all or any portion of their shares, 
providing an added measure of liquidity to shares. 
 
The REIT's sponsor RREEF America is part of the global real estate investment management business of 
Deutsche Bank's Asset Management division. Last month, Deutsche Bank entered into exclusive negotiations 
with Guggenheim Partners LLC for the sale of its asset management businesses. Sources tell CoStar that a sale 
of RREEF could occur by the end of this month. In its public offering filing, RREEF America said there could is no 
assurance that Deutsche Bank will reach an agreement to sell its asset management business to Guggenheim 
Partners or any other party. 
 
Deutsche Bank has reported that its asset management business has been hurt by the intensifying European 
sovereign debt crisis, which has led to ongoing uncertainty, volatility and an unabated slowdown in client 
investment volumes. 
 
RREEF Real Estate is one of the largest real estate investment managers in the world with approximately 550 
professionals located in 22 cities globally and as of year-end had $57.4 billion in total assets under management, 
including approximately $42.7 billion in properties and $14.7 billion of real estate and infrastructure securities. 
RREEF America had $23.7 billion in real estate under management for its 434 clients in private investment 
vehicles, including three commingled funds, 15 separate accounts and six co-investment funds 
 
RREEF America Property Income Trust currently has no assets and RREEF America would use the net 
proceeds from the public stock offering to begin compiling a new portfolio. 

Hayman Company for Property Management and Receivership Services 

 

http://bit.ly/GXaVSW
http://bit.ly/GXaVSW
http://bit.ly/GXaVSW
http://bit.ly/GXaVSW
mailto:ahayman@haymancompany.com
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Bahrain-based Arcapita Bank Files Ch. 11, 

Protecting $2 Bil. in U.S. Properties 
Arcapita Bank BSC, an international investment firm based in Bahrain, put itself and some of its affiliates into 
Chapter 11 bankruptcy reorganization in the United States. 
 
Included in the Chapter 11 filings is Arcapita Investment Holdings Ltd., which controls a $2.37 billion portfolio of 
investments in real estate, private equity and venture capital, and infrastructure. 
 
Its largest U.S. real estate holdings are as follows. 

 Arcapita US Residential Development III is a $435.1 million collection of development joint ventures that 
was formed in October 2005 to invest in a portfolio of U.S. apartment properties to be converted and sold 
as condominiums. Bourbon Square Apartments is a joint venture conversion of a 612-unit rental 
community in a suburb of Chicago. 147 Waverly Place in New York is a joint venture to convert a 12-
story office building in Greenwich Village into 20 luxury residential condominiums, all of which have been 
sold. 

 Arcapita US Residential Development II is a $245 million joint venture that has developed the Elysian, a 
61-story high-rise tower in the heart of Chicago's Gold Coast neighborhood. The project comprises 52 
residential condominiums, 188 hotel units, as well as retail space, health club, restaurant and on-site 
parking. 

 Arcapita US Residential Development I is a $182 million joint venture with Bainbridge Communities 
Management to undertake a condominium conversion in Orlando, FL. The joint venture purchased two 
apartment communities, totaling 911 units, as well as a contiguous 48-acre parcel. 

 Arcapita US Senior Living Yielding IV, a $493.5 million fund, owns and operates 19 senior living 
properties with 3,936 residential units in aggregate. The properties are diversified geographically across 
the United States, minimizing the impact of risks relating to operations, lease-up and performance. 

 Arcapita International Luxury Residential Development I is a $689.4 million portfolio, comprising four 
first-class luxury residential developments. Castello di Casole, a 4,300-acre development situated in the 
Tuscany region of Italy, will contain a 41-suite luxury boutique hotel and 40 renovated and newly 
constructed luxury villas. Aspen Valley Ranch is an 813-acre parcel in Aspen, CO, that will be developed 
into luxury ranch homes and/or improved lots with various ranch amenities. Pond Bay Club is being 
constructed on a 15-acre beachfront parcel on the island of St. John and will consist of 50 luxury 
fractional units and facilities. One Steamboat Place is located in Steamboat Springs, CO. The 
development comprises 38 whole ownership condominiums and 42 private residence club units with 
extensive facilities. 

 
A year ago, the group sold off its Arcapita US Senior Living Yielding III fund for $630 million. The fund was 
formed in September 2003 at a transaction value of $417.4 million. 
 
"In the last three years, Arcapita has succeeded in managing its business to counter the effects of the financial 
crisis. During this period, Arcapita has repaid $1.7 billion in maturing bank facilities, and stepped in with a further 
$900 million to support its investment portfolio," said Atif A. Abdulmalik, CEO of Arcapita Bank. "After plans to 
refinance a $1.1 billion financing facility coming due on March 28th 2012 were negatively impacted by the 
Eurozone crisis, Arcapita commenced discussions with the facility participants to extend it by three years." 
 
"These negotiations started several weeks ago and began as a consensual and constructive process with the 
bank group which has supported us extensively through the downturn," Abdulmalik said. "However, the actions 
of certain non-bank creditors have precluded Arcapita from reaching such a consensual resolution before the 
March 28th maturity date, jeopardizing Arcapita's ability to satisfy its fiduciary duties to its stakeholders. The 
filings offer Arcapita the necessary protection it needs to complete productive negotiations with all parties." 
 
"This was a difficult decision," Abdulmalik added. "But after lengthy review of all the alternatives open to us, there 
is no question that this is the right course of action." 
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Bank-Ordered Auction 80+ Properties in North and South Carolina 

 

Show Me the Money: What CRE Do Foreign Investors Like? 
By: Michael Hakim 
As the U.S. economy begins to exhibit 
stronger signs of recovery, some exogenous 
factors still linger, most notably the current 
Eurozone debt crisis. The uncertainty across 
the pond has elevated risk levels and has 
hampered U.S. growth to some extent. 
Today's Daily Update seeks to look at the 
avenues through which the U.S. economy 
and, more specifically, CRE could be 
affected by any major commotions abroad. 
We will accomplish this by taking a deeper 
look at the who, what, and where of foreign 
investment in commercial real estate equity 
markets. 
 
On an aggregate level, transactions that 
involved foreign investors as the primary 
buyer have represented about 5% of total 
transaction volume among the PPR54 
markets since 2007.

1
 That the top countries 

on the list (Exhibit 1) are Germany and 

http://bit.ly/GFd5Za
mailto:mhakim@pprglobal.com?subject=Show%20Me%20the%20Money
http://bit.ly/GFd5Za
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Canada is probably no surprise. 
 
Some other interesting results that jump out 
are the big discrepancies between the top 
country and the rest. Germany has 
accounted for approximately $10.5 billion in 
transactions since 2007, but the next 
closest, Canada, accounted for only $7.5 
billion. Looking at the entire range of 
countries, that discrepancy is even more 
magnified with a difference of over $10.4 
billion between the top country and the 20th 
largest investor. Because the majority of 
foreign capital springs from a very few 
sources, any major movement in the global 
economy affecting those top investors could 
have some dangerous consequences. Also 
interesting is what these foreign buyers 
were buying. Across the board the majority 
of foreign capital was allocated to office properties (74%), with apartment (12.1%) and retail (10.7%) following in 
a not-so-close second and third place. 
 
Now that we know the who and the what, the next avenue to explore is the where. Determining which metros see 
the most activity from foreign buyers is probably the most important aspect to pin down. Exhibit 2 shows which 
areas have the largest concentration of foreign capital. 
 
The usual suspects are as expected. Foreign capital flows to New York more than to any other metro (four times 
as much as to the next closest metro, Washington, D.C.). In addition to New York, the remaining "Sexy Six" 
markets make up the rest of the upper echelon. At first glance, these results would defend PPR's view that most 
foreign buyers are attracted to core coastal markets. Now that we know which markets see the most foreign 
capital, does that necessarily mean these markets are the most at risk? The answer is not as direct. Yes, these 
markets would probably see some volatility if the spigot of 
foreign capital were shut off, but the more important 
measurement is what percentage of total metro transaction 
volume is attributed to foreign buyers. The answer to that 
question is in Exhibit 3 below. 
 
New York still makes the cut as top market, but what is 
surprising is the number of tertiary markets that round out the 
upper portion of the list. Palm Beach County, Pittsburgh, San 
Antonio, and Minneapolis are probably not the first metros to 
come to mind when you think of foreign investors, but as the 
data shows, these metros rely quite a bit on foreign capital 
investment. Given this, these smaller markets could be the 
most affected by a shake-up in Europe, as a relatively 
substantial portion of these metros are dependent on foreign 
capital. A market like New York, D.C., or Chicago could 
probably weather a storm without any major setbacks, since 
domestic demand and liquidity in these markets is so high, 
but some of the tertiary markets might not have that luxury 
and could possibly feel the effects of a Eurozone crisis for 
years to come. 
 
1 Many foreign buyers of U.S. CRE equity prefer anonymity and use various legal shields and entities to achieve 
that goal. Due to this phenomenon, the 5% may be underestimating total exposure. 
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Tranzon Fox: Bankruptcy Auction: 586± Ac with 2.4± Miles of Water Frontage 

 

Real Estate, Restaurant Franchise Growth Starting To Heat Up 
There are signs of an improved outlook in some economic areas where franchising is strong, such as restaurant, 
business and personal services, according to the International Franchise Association (IFA) and GE Capital 
Franchise Finance. 
 
The IFA released its first quarterly update to its economic outlook prepared by IHS Global Insight in December 
2011. IFA is updating its Franchise Business Economic Outlook on a quarterly basis this year instead of just an 
annual outlook. 
 
The IFA analysis is based on a grouping of franchise businesses in 10 broad business lines. The growth outlook 
differs among the groups, with output growth in 2012 ranging from 6% in personal services to only 3.7% in retail 
food. 
 
And in a separate report, GE Capital Franchise Finance also said the restaurant industry is starting to heat up 
again. 
 
While a positive outlook in general, the revised IFA forecast down slightly from the original forecast of 1.9% three 
months ago. The IFA now indicates that the number of franchise establishments in the United States will 
increase by 1.6% in 2012. 
 
"Our forecast of the number of new businesses to be created economy-wide has been reduced slightly and with 
it expectations for growth of the number of new franchise establishments," the IFA said. 
 

http://bit.ly/HiQJLQ
http://bit.ly/HiQJLQ
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Since our December 2011 forecast report was prepared, there have been a number of positive economic 
releases," said James Gillula, managing director at IHS Global Insight, IFA's partner in compiling the forecast. 
"However, negative factors that could restrain an economic rebound remain." 
 
On the plus side, there have been three successive employment reports showing over 200,000 new jobs per 
month – which point to the possibility of a more sustained economic recovery. 
 
Negative factors that could restrain an economic rebound remain. Gasoline prices have risen sharply, creating a 
drag on consumer demand, and weak global growth limits the possibility of gains from rising exports, the IFA 
said. 
 
Business services will rank first in franchise employment growth at 3.3% and third and fourth, respectively, in 
growth of the number of establishments and employment. 
 
In addition to being the growth leader in output, personal services will rank second in growth of the number of 
establishments and third in employment growth. 
 
Quick-service restaurants – the largest franchise business line – will rank fourth in the growth of new 
establishments but will see growth rates of output and employment that are near the franchise sector average. 
 
Franchised real estate operations are also expected to show some signs of life this year, as well, the IFA said. 
 
"We expect sales of new homes to increase by 17% in 2012. Sales of existing single-family homes, coops and 
condos are expected to be up 10%," the IFA forecast. "On the non-residential side, vacancy rates for retail, 
commercial, and industrial properties remain high by historic standards, but have been coming down as the 
economy continues to gain ground. There are some signs of life on the new construction front as well. The 
percentage gains we anticipate in 2012 will look impressive, but will leave the industry still well below its pre-
recession level." 
 
Within the retail sector, the fastest growth will occur among non-store web-based retailers. 
 
"Long-suffering building materials, furniture and home furnishings, and electronics and appliance retailers will 
finally have something to cheer about in 2012," the IFA said. "Among general merchandise retailers, warehouse 
clubs and superstores and dollar stores will lead the way. Traditional department stores are likely to continue to 
lose ground as consumers continue to favor lower prices." 
 
Employment in franchise establishments in 2011 was revised up slightly to show a 2% gain. The IFA continues 
to expect 2.1% employment growth in 2012. The output of franchise establishments in nominal dollars in 2011 
was revised down slightly to show a 4.9% gain. The IFA continues to expect 5% growth in 2012. 

RESTAURANT INDUSTRY STARTS TO SIMMER 

In a separate report, GE Capital Franchise Finance also said the restaurant industry is starting to heat up again. 
 
Consumers are spending more on meals, and foot traffic at establishments is improving, albeit from a diminished 
base, according to GE Capital's Chain Restaurant Industry Review, released this week. 
 
As sales trends recover, operators are translating those positive feelings into a greater willingness to invest in 
their businesses. And with increasingly accessible credit, they're able to commit to higher capital expenditures. 
 
"The restaurant industry has come through the upheaval of the past several years by listening closely to the 
consumer and adapting to their changing tastes – and they've done it well," said Agustin Carcoba, president and 
CEO of GE Capital, Franchise Finance. "Depending on their segment, brand and focus, operators have 
emphasized food quality, service quality, menu options and other factors that will lead to renewed growth this 
year and in the years ahead. Even better, operators did it all while managing operational costs." 
 
Consumers spent $406.6 billion at restaurants in 2011. For 21 consecutive months, they spent more at 
restaurants than grocery stores, and that trend is expected to continue, GE Capital said. 
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Last year, quick-service restaurants (QSR) accounted for 48% of that figure, and full-service restaurants (FSR) 
accounted for 48.1%. The QSR category includes limited service, fast casual, take-out locations and snack and 
non-alcoholic beverage bars, while FSR includes family, casual, high-end casual and fine dining establishments. 
 
Operators' improved expectations can be partially attributed to positive results that were sustained throughout 
last year. QSR same-store sales grew 3.2% last year – ahead of the FSR rate of 2.4%. QSR benefitted from 
eight consecutive periods of growth due to more consistent traffic, while FSR relied more on menu price 
increases and higher average checks. 
 
"Restaurateurs are no longer in survival mode; now they're planning for the future," said Trey Brown, commercial 
leader of GE Capital, Franchise Finance. "To capture that growth and maintain a competitive advantage, they're 
investing in their businesses by building new stores, remodeling existing ones or investing in new equipment." 
 
The level of liquidity available in the restaurant space continues to improve. Merger and acquisition activity – an 
indicator of the popularity of the restaurant industry among investors – increased last year. Total syndicated 
volume in the restaurant space increased more than 26% to almost $12 billion in 2011. 
 
Strategic buyers returned, such as American Blue Ribbon Holdings LLC, Darden Restaurants and Landry's Inc. 
Private equity firms were also active; for example, Golden Gate Capital acquired California Pizza Kitchen. 
 
"We expect restaurants to continue to be appealing acquisition targets because of the ongoing increases in food 
dollars spent away from home, as well as the scalability of this business model," Brown added. 

Bank of America Now Accumulating Rental Properties from Underwater 

Home Borrowers 
Beginning this week in targeted hard-hit markets, Bank of America started offering a limited number of mortgage 
customers who are facing foreclosure an opportunity to remain in their homes, but transition to tenant status, 
through a pilot owner-to-renter program called "Mortgage to Lease." 
 
Initially, Bank of America will retain ownership of the properties, working with property management companies 
to oversee the rental properties. Properties in the pilot program will be transitioned to investor ownership. 
 
If the Mortgage to Lease program proves viable, it may lead to a broader program, potentially involving selected 
real estate investors who would purchase properties that meet their predetermined specifications and keep the 
previous homeowners in place as tenants. 
 
"This pilot will help determine whether conversion from homeownership to rental is something our customers, the 
community and investors will support," said Ron Sturzenegger, Legacy Asset Servicing executive of Bank of 
America. 
 
To maintain test controls, the Mortgage to Lease pilot will be conducted strictly on a solicitation basis; there will 
not be any opportunity for customers to volunteer or apply for consideration. 
 
Fewer than 1,000 customers will be invited to participate in the first phase of the pilot. Initial outreach has begun 
to preselected customers in test markets in Arizona, Nevada and New York, three states hit hard in the housing 
downturn. The pilot population will include customers who meet all of these requirements. 

 Have loans owned by Bank of America. 

 Are delinquent for more than 60 days. 

 Have exhausted modification solutions or have not responded to alternatives to foreclosure, including 
short sale and deed-in-lieu. 

 Have high loan balances in relation to their current property value. 

 Face considerable risk of ultimate foreclosure. 

 Have no junior liens. 

 Are still occupying the home. And 

 Have adequate income to make an affordable rent payment. 
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As of Dec. 31, Bank of America listed more than $44 billion in seriously delinquent (90 days or more) closed-end 
first mortgage single-family residential loans. 
 
Nationally, all U.S. banks and savings institutions were holding on to $184.2 billion in seriously delinquent single-
family loans both closed end and revolving open-end loans. 
 
Pilot participants will transfer title to their properties to the bank and have their outstanding mortgage debt 
forgiven. In exchange, they may lease their home for up to three years at or below the current market rental rate. 
The rental payment will be less than the existing mortgage payment, and the customer will be relieved from 
certain other homeowner financial obligations, including property taxes and hazard insurance. 
 
"Our priority is designing a solution that helps our customer," Sturzenegger said. "If this evolves from a pilot into 
a more broadly based program, we also see potential benefits from helping to stabilize housing prices in the 
surrounding community and curtail neighborhood blight by keeping a portion of distressed properties off the 
market." 

T-Mobile Consolidating Call Center Ops; Ditching 7 Facilities 
T-Mobile USA Inc. plans to consolidate its call center operations from 24 to 17 facilities by the end of June. 
 
"Concentrating call centers is an important step to achieve competitive cost structures to successfully compete 
as challenger and value player in the wireless market," said Philipp Humm, CEO and president of T-Mobile. 
"These are not easy steps to take, but they are necessary to realize efficiency in order to invest for growth." 
 
Call centers scheduled for closure are located in: Allentown, Pennsylvania; Fort Lauderdale, Florida; Frisco, 
Texas; Brownsville, Texas; Lenexa, Kansas; Thornton, Colorado and Redmond, Oregon. Affected call centers 
will remain open for another three months. 
 
This consolidation effort will result in 1,900 net job reductions. T-Mobile employs approximately 3,300 people at 
the seven affected facilities. However, the company will begin hiring immediately at the remaining 17 call centers 
and expects to fill as many as 1,400 positions to continue to meet customer needs. 

T-MOBILE CALL CENTER LOCATIONS CLOSING 

 Allentown, PA; 794 Roble Road 

 Ft. Lauderdale, FL; 1100 West McNab Road 

 Frisco, TX; 7624 Warren Parkway 

 Brownsville, TX; 1 CSR Drive 

 Lenexa, KS; 9601 Renner Blvd. 

 Thornton, CO; 400 East 84th Ave. 

 Redmond, OR; 2999 SW Sixth St. 

Solo Cup Will No Longer Be Going it Alone 
Dart Container Corp. has agreed to acquire Solo Cup Co. in a transaction valued at $1 billion. Both companies 
are in the consumer and foodservice disposable packaging business. 
 
Solo has been shedding square footage during the last few years and Dart officials said this acquisition "will 
accelerate the progress Solo has made to improve its levels of service and customer support." 
 
"Solo has made great strides over the past several years in improving its operating efficiency, information 
systems and the caliber of the talent within the organization," said Robert M. Korzenski, CEO, Solo Cup. 
 
Regarding the integration process, Robert Dart, chairman of Dart Container pointed out that unlike publicly 
traded companies, where short-term results often are of paramount importance to investors and other 
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stakeholders, privately held Dart Container is able to make decisions and investments that are long term in 
nature. He said the company has the time, and will take the time, to integrate Solo in a thoughtful, analytical 
manner to ensure lasting success. 
 
At the end of 2009, Solo Cup operated out of 12.65 million square feet. At the end of last year that amount had 
decreased to 9.81 million – a 22% shrinkage. 
 
Solo and Dart currently have overlapping manufacturing or distribution locations in: the Inland Empire of 
California and the Atlanta, Chicago, Dallas and Puget Sound metro areas. 
 
The transaction, which is subject to regulatory approval, is expected to close by the third quarter of this year. 

Upcoming Corporate Facility Closures & Downsizings 
Johnston Textiles Inc. closed its Opp and Shawmut, AL plants and moved all manufacturing and finishing to its 
700,000-square-foot Phenix City, AL, facility where the company is based. Johnston Textiles is now one of few 
American textile producers that are fully integrated in weaving, dyeing and finishing all in one integrated facility. 
 

Company Address 
Closure 
or Layoff 

Owned 
or 
Leased RBA 

No. Workers 
Impacted Impact Date 

QBE First 
8655 Baypine Road, 
Jacksonville, FL Layoff Leased 14,645 81 5/14/2012 

Bank of America 
9000 Southside Blvd., 
Jacksonville, FL Layoff Leased 264,520 62 7/30/2012 

NECO Fine Foods, 
LLC 

525 Gator Drive, Lantana, 
FL Closure Leased 12,821 49 5/15/2012 

Graham 
Packaging Co. 
(Delta Plant) 265 Rogers St., Delta, OH Closure     65 7/1/2012 

AISS (Sterling 
Infosystems) 

3509 Embassy Pkwy, 
Suite 102, Fairlawn, OH Closure Leased 10,728 35 3/6/2012 

AISS (Sterling 
Infosystems) 

6111 Oak Tree Blvd., 
Independence, OH Layoff Leased 68,471 38 3/6/2012 

AMG Direct LLC 
(Delia's Inc) 

780 Brooksedge Plaza 
Drive, Westerville, OH Closure Leased 22,910 79 4/30/2012 

Symantec Corp. 
15220 NW Greenbrier 
Pkwy, Beaverton, OR Layoff Leased 169,319 55 5/5/2012 

Northrop 
Grumman - 
Department of 
Veterans Affairs 

1615 E. Woodward St.; 
1701 Directors Blvd., 
Austin, TX Layoff /Leased 

445,071; 
154,939 69 5/4/2012 

Simos-Baytown 
4120 Decker Drive, 
Baytown, TX Closure Leased 11,799 128 4/24/2012 

CSC Applied 
Technology 
Division 

2060 Luna Road, 
Carrollton, TX Layoff Leased 250,448 92 6/30/2012 

Blockbuster 
Distribution 
Center-McKinney 

3000 Redbud Blvd., 
McKinney, TX Closure Leased 850,000 171 5/7/2012 

MV 
Transportation, 
Inc. 

4700 Highway 73, Port 
Arthur, TX Closure     124 4/30/2012 

Dearborn National 
2400 Lakeside Blvd., 
Richardson, TX Layoff Leased 154,178 58 3/8/2012 

Video Gaming 
Technologies, Inc. 

623 Welsh Run Road, 
Ruckersville, VA Closure     218 10/1/2012 

Tender Care 
Transport, Inc 

1592 118th St., Chippewa 
Falls, WI Layoff     32 4/1/2012 
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Company Address 
Closure 
or Layoff 

Owned 
or 
Leased RBA 

No. Workers 
Impacted Impact Date 

Tulip Molded 
Plastics 
Corporation 

714 E. Keefe Ave., 
Milwaukee, WI Layoff Owned 71,809 15 3/9/2012 

Envirotest 
Wisconsin, LLC 

7930 W. Clinton Ave., 
Milwaukee, WI Closure Owned 16,500 63 7/1/2012 

Sodexo, Inc. 
3400 43rd St., Milwaukee, 
WI Closure     35 4/30/2012 

Thermo Fisher 
Scientific, Inc. 

1316 18th St., Two 
Rivers, WI Closure     150 5/12/2012 

Domino's Pizza Tops Off $1.7 Billion Recapitalization 
Affiliates of Domino's Pizza Inc. completed recapitalization transaction issuing $1.575 billion 5.216% fixed rate 
notes and also entered into a revolving financing facility of up to $100 million. The notes were issued in a 
securitization transaction of substantially all of the company's revenue-generating assets. 
 
A portion of the net proceeds will be used to repay $ 1.447 billion in debt and the rest for general business 
purposes, which may include distributions to holders of common stock, other equivalent payments and stock 
repurchases. 
 
Barclays Capital Inc. arranged the securitization. 
 
Standard & Poor's rated the offering 'BBB+. S&P said the transaction's strengths included: 
 
The highly franchised nature of the Domino's business, which results in a less volatile cash flow stream; 
Consistent growth in store count and a relatively stable average unit volume (AUV) that has led to steady 
increases in royalty payments; and 
Diverse domestic franchise base, with the largest franchisee operating approximately 3% of total domestic units. 
Among the transaction's weaknesses included: 
 
Domino's operates in a highly competitive industry with relatively low barriers to entry; 
The transaction relies on Domino's systems and management team to manage the assets; 
International franchisee concentration is somewhat high, with the top international master franchisee accounting 
for approximately 18% of the total international store count; 
While the trustee will hold mortgages on the real estate assets in escrow, mortgages will only be recorded upon 
a breach of certain performance triggers. 
 
S&P's outlook across the restaurant industry is 
slightly negative, particularly among 
speculative-grade issuers. For 2012, S&P 
expects that profitability will be under some 
pressure as companies continue to compete in 
terms of price and product offerings. Cost 
increases are generally not passed along in 
full to customers. The industry will remain 
susceptible to economic fluctuations, and will 
continue to include a few large operators 
coupled with many independent operators. 
 
Domino's, base in Ann Arbor, MI, operates 
within the quick-service restaurant (QSR) 
industry. It is the largest pizza delivery 
company in the U.S., based on reported 
consumer spending, and the second largest 
pizza company in the world, based on sales 
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and store count. 
 
As of Jan. 1, 2012, Domino's had 9,742 stores across all 50 states and more than 70 international markets. Of 
the 9,742 restaurants, 394 are company-owned, 4,513 are franchised domestically, and 4,835 are franchised 
internationally. 
 
Domino's has close to 1,100 domestic franchisees, with an average ownership of four stores per franchise. 
 
By store count, more than half of Domino's stores are concentrated in 10 states domestically. 

Glimcher Puts Costly Money To Good Use on Hawaiian Mall Buy 
Glimcher Realty Trust plans to purchase the 80% indirect ownership interest in Pearlridge Center in Honolulu, HI, 
that it doesn't own from affiliates of Blackstone Real Estate Partners VI for $289.4 million including Blackstone's 
pro-rata share of the $175 million mortgage debt currently encumbering the property. 
 
Glimcher is funding the purchase through the proceeds of a $227.7 million public stock offering. 
 
"We are excited to increase our ownership in Pearlridge Center, a high quality mall that we already know well 
and currently manage," stated Michael P. Glimcher, chairman and CEO. "With sales of nearly $500 per square 
foot and a dynamic growth profile, this strategic investment is consistent with our goal of enhancing the quality of 
our real estate portfolio," 
 
Pearlridge was acquired in 2010 by a joint venture that is owned 80% by an affiliate of Blackstone and 20% by 
an affiliate of Glimcher. Pearlridge is the second largest mall in Hawaii with a total leasable area of more than 1 
million square feet. The property has in-line tenant sales of nearly $500 per square foot and an occupancy rate 
of more than 99%. 
 
Ki Bin Kim, an analyst with Macquarie Capital (USA) Inc., said the purchase price at a fair cap rate of about 6%. 
 
"This acquisition would have been a great deal for a company like Simon Property Group, which has a very low 
cost of capital, but given that Glimcher had to issue expensive equity to fund this deal, we consider this deal as 
satisfactory," Kim wrote in a Macquarie report. "The positive aspect of the deal is that it allows Glimcher to further 
increase the quality of its portfolio with only minimal dilution." 
 
"Also relative to some of the other recent deals in the market, ignoring Glimcher's cost of capital, Pearlridge 
appears to have been a relative bargain," Kim added. "On the flip side, keep in mind that Pearlridge is 
encumbered with cheap debt, 4.6% mortgage; without this cheap source of debt capital, this deal would have 
been more dilutive." 

Carrols Restaurant To Acquire 278 Burger Kings 
Carrols Restaurant Group Inc. agreed to acquire 278 Burger King restaurants from Burger King Corp. The 
company-owned restaurants in the Ohio, Indiana, Kentucky, Pennsylvania, North Carolina, South Carolina and 
Virginia markets represents almost all of Burger King Corp.'s owned fast-food eateries. 
 
As a part of the transaction, Carrols will lead the Burger King system in its remodeling program by committing to 
remodel 450 Burger King restaurants over the next three and half years. 
 
Carrols, the largest Burger King franchisee in the U.S., is currently in the process of completing its spin-off to its 
shareholders of Fiesta Restaurant Group Inc., which owns and operates its Pollo Tropical and Taco Cabana 
restaurant brands. The acquisition of BKC's restaurants is conditioned upon, and is expected to close following 
the completion of, the spin-off of Fiesta next month. 
 
Total consideration to Burger King Corp. will include a 28.9% equity interest in Carrols, after the spin-off of 
Fiesta, and total cash payments of approximately $15.8 million. The cash consideration is for refranchising fees 



 

THE WATCH LIST NEWSLETTER 14 

 

of $9.4 million, inventory of approximately $2.5 million and payments to be made over five years by Carrols in 
conjunction with BKC's assignment to Carrols of its right of first refusal on sales of Burger King restaurants by 
existing franchisees in 20 states. 
 
"We are very excited to further solidify our relationship with our long-time franchisee, Carrols Restaurant Group," 
said Steven Wiborg, executive vice president of Burger King Corp. "Carrols has a proven track record of running 
industry-leading restaurants and has demonstrated a long-term commitment to the Burger King brand. Their 
leadership, operational expertise and commitment to upgrade the image of their restaurants across the country 
will greatly contribute to our efforts to provide our restaurant guests with friendly service and quality products 
served in a fresh, new environment." 
 
"With the spin-off of Fiesta nearly behind us, our sole focus as we move forward will be on expanding our Burger 
King business and leveraging our operating infrastructure to build shareholder value," said Dan Accordino, CEO 
and president of Carrols Restaurant Group. "We believe that there are significant opportunities for us to grow 
Carrols through acquisition and consolidation opportunities present within the Burger King system." 

Loans and Properties Under Surveillance 

 

Two More Banks Fail; Likely To Cost the U.S. $100 Mil. 
Premier Bank in Wilmette, IL, was closed by the Illinois Department of Financial and Professional Regulation – 
Division of Banking, which appointed the Federal Deposit Insurance Corp. (FDIC) as receiver. 
 
The FDIC entered into a purchase and assumption agreement with International Bank of Chicago to acquire the 
failed bank. 
 
As of Dec. 31, 2011, Premier Bank had $268.7 million in total assets. About $43.8 million of those assets were 
delinquent commercial real estate loans or foreclosed CRE properties. 

http://bit.ly/t0dxKa
http://bit.ly/t0dxKa
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The FDIC estimates that the cost to its Deposit Insurance Fund (DIF) will be $64.1 million. 
 
Separately, Stearns Bank in St. Cloud, MN, acquired Covenant Bank & Trust in Rock Spring, GA, in an FDIC-
assisted transaction. 
 
Covenant Bank & Trust was closed by the Georgia Department of Banking and Finance, which appointed the 
FDIC as receiver. 
 
As of Dec. 31, 2011, Covenant Bank & Trust had $95.7 million in total assets. Of its assets, $12.7 million was 
delinquent or foreclosed commercial real estate assets, most of it related to construction and development 
projects. 
 
The FDIC and Stearns Bank entered into a loss-share transaction on $71.6 million of Covenant Bank & Trust's 
assets. 
 
The FDIC estimates that the cost to its DIF will be $31.5 million. 

Lease Cancellations: Nebraska Book Looking To Void 36 Leases 

Company Address City State Counterparty 

Orig. 
Lease Exp. 
Date 

Eastman Kodak 1355 Rock Mountain Blvd. 
Stone 
Mountain GA Cardinal Capital Partners   

Eastman Kodak 88 Prestige Park Circle East Hartford CT Fremont Management   

Eastman Kodak 
401 Merritt, 7 Corporate 
Park Norwalk CT ING Clarion Partners   

Eastman Kodak 3003 Summit Blvd. Atlanta GA   Perimeter Summit Parcel 3 LP   

Eastman Kodak 1250 H St. NW, Suite 800 Washington DC 
REIT Management & 
Research LLC   

Energy 
Conversion 
Devices Inc. 

1837 Martin Luther King 
Jr. Blvd. Los Angeles CA Alameda Business Centre Ltd.   

Energy 
Conversion 
Devices Inc. 

1797 Martin Luther King 
Jr. Blvd. Los Angeles CA Alameda Business Centre Ltd.   

Energy 
Conversion 
Devices Inc. 1414 Cumbermere Troy MI Mallco Co.   

Energy 
Conversion 
Devices Inc. 

12705 Commerce 
Parkway Auburn Hills MI Pegasus Group   

Nebraska Book 
Co. 103 Park St., Suite B Orno ME Albenco Inc 8/31/2014 

Nebraska Book 
Co. 6827 N Loop 1604 W San Antonio TX Andrea B. Ross 11/30/2012 

Nebraska Book 
Co. 

3590 N. Hwy 17-92, Suite 
1008 Lake Mary FL Arena Square LLC 3/31/2014 

Nebraska Book 
Co. 

13630 Beamer Road, 
Suite 101 Houston TX 

Beamer Professional Center 
LLC 12/31/2012 

Nebraska Book 
Co. 320 36th St. Bellingham WA 

Belllngham Marketplace 
Associates by Flint Western 
Development of Washington IV 
Assoc., c/o Stephen Grey & 
Assoc.   

Nebraska Book 
Co. 2010 SW 34 St. Gainesville AR CBS Real Estate II LLC 5/31/2016 
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Company Address City State Counterparty 

Orig. 
Lease Exp. 
Date 

Nebraska Book 
Co. 1337 W. Lindsey Norman OK CBS Real Estate LLC   

Nebraska Book 
Co. 12002 College Blvd. Overland Park KS 

College & Quivira 
Development Co. LLC 4/30/2013 

Nebraska Book 
Co. 1078 Huron River Road Ypsilantl MI Conlln Co.   

Nebraska Book 
Co. 745 Asp St. Norman OK Deanna Burger   

Nebraska Book 
Co. 901 Washtanaw Ypsilanti MI Dozer aka Bugs LLC 12/31/2013 

Nebraska Book 
Co. 1349 W. Thomas Road Phoenix AZ 

Encanto Village LLC, c/o MPB 
Realty Services Inc. 11/30/2012 

Nebraska Book 
Co. 1819 South Brook St. Louisville KY 

Halloway & Son Construction, 
Inc. 6/30/2014 

Nebraska Book 
Co. 440 E. Cherry St. Vermillion SD 

Hatle Investments LLC, c/o CL 
Investments   

Nebraska Book 
Co. 5 N. Court St. Athens OH 

Hodgson Cornwell Coon 
Southeastern Development 
Partnership   

Nebraska Book 
Co. 317 S. State St. Ann Arbor MI Hogarth Management   

Nebraska Book 
Co. 620 W. Park Row Arlington TX JaGee Properties Inc.   

Nebraska Book 
Co. 2304 S. K i Kirkman Road Orlando FL Kirkman Equities LLC 7/31/2014 

Nebraska Book 
Co. 308 George Bush Drive College Station TX Loupot's Too LP 6/30/2015 

Nebraska Book 
Co. 335 University Drive College Station TX Loupot's Too LP 6/30/2015 

Nebraska Book 
Co. 

604 Doug Russell Road, 
Suite D Arlington TX LWR Family Partnership LP 9/30/2019 

Nebraska Book 
Co. 845 N. Park Ave. Tucson AZ Marshall Foundation   

Nebraska Book 
Co. 701 E Grand Ave. Carbondale IL MC Enterprises 11/30/2013 

Nebraska Book 
Co. 1516 W. University Drive Edinburg TX Pat Hales Enterprises 3/31/2014 

Nebraska Book 
Co. 3908 Maple Road Amherst NY PCW Corp.   

Nebraska Book 
Co. 1907 S. Texas Ave. College Station TX Philadelphia Equity Properties   

Nebraska Book 
Co. 3503 Elgin Houston TX PJ Gateway I LP   

Nebraska Book 
Co. 

4790 5. Hapdorn Road, 
Suite 138 East Lansing MI R&D Katz Real Estate 6/30/2014 

Nebraska Book 
Co. 2825 Pecan Blvd., Suite D McAllen TX Ramdn Builders   

Nebraska Book 
Co. 26 S. Whiteoak St. Kurtztown PA Richard C. Smith   

Nebraska Book 
Co. 14531 Roadrunner Way San Antonio TX S.C. and Shamn Titcomb   

Nebraska Book 
Co. 2420 Hillsborough St. Raleigh NC SKS Properties LLC 7/31/2013 

Nebraska Book 
Co. 702 W. University Drive Edinburg TX Stripes LLC   

Nebraska Book 
Co. 

4498 N. Alafaya Trail, 
Suite 234 Orlando FL UC Quad LLC   

Nebraska Book 
Co. 1090 Lancaster Road Richmond KY University Book & Supple Co. 3/31/2024 
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Company Address City State Counterparty 

Orig. 
Lease Exp. 
Date 

Nebraska Book 
Co. 306 W. Franklin St. Chapel Hill NC West Side LP   

The Connaught 
Group 16 E. 52nd St. New York NY Trigon 52 LLC   

Watch List: Goldman Sachs Underwater Seattle Office Portfolio 
Five years after paying $921 million for a portfolio of 11 Seattle area office buildings, affiliates of the Goldman 
Sachs related buyers are ready to turn over the keys on the properties in a "friendly foreclosure." 
 
A $292.5 million CMBS loan backing the properties transferred to special servicer this past December due to 
imminent default determination by master servicer. The final maturity date on the loan is slated for 4/9/12. The 
loan due date has been extended three times and is not expected to pay off this time. The loan was interest only 
bearing interest at a rate of 0.57%. 
 
The loan is pooled in the CSFB 2007-TFL2 CMBS and KeyBank is the special servicer. 
 
The CMBS loan along with other borrowings which combined came to about $800 million helped finance the 
purchase. The properties were originally part Equity Office Property. 
 
The borrowers are entities sponsored by Goldman Sachs' Whitehall Street Global Real Estate Funds. 
 
The Goldman fund is in discussions with a junior lender, Chicago-based Walton Street Capital LLC, to hand it 
control of the 11 buildings," according to a report in the Wall Street Journal published 3/28/2012. 
 
Property Address City State Allocated Loan Bal. 

1111 Third 1111 Third Avenue Seattle WA $75,598,299 

Symetra 777 108th Avenue Northeast Bellevue WA $49,657,335 

Bellefield Office Park 11201 Southeast 8th Street Bellevue WA $48,213,062 

One Bellevue Center 411 108th Avenue Northeast Bellevue WA $39,281,484 

110 Atrium Place 110 110th Avenue Northeast Bellevue WA $25,794,444 

Second and Spring 1100 Second Avenue Seattle WA $13,157,197 

Island Corporate Center 7525 Southeast 24th Street Mercer Island WA $12,954,035 

Bellevue Gateway I 11400 Southeast 8th Street Bellevue WA $12,109,455 

Bellevue Gateway II 915 118th Avenue Southeast Bellevue WA $6,686,092 

10700 Building 10700 Northup Way Bellevue WA $5,591,297 

Gateway 405 11711 Southeast 8th Street Bellevue WA $3,425,196 

 


