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Could Multifamily Lead Single-Family Out of its Recession? 
Private Market Lenders, Investors Would Have To Step it Up 

The nation's housing finance overseer and Freddie Mac are citing the strong multifamily investment market as a 
reason for pushing ahead on their agenda to gradually eliminate government guarantees in the multifamily sector 
business and replace them with new private capital sources well ahead of efforts to begin unwinding their single-
family finance operations. 
 
Earlier this year, the Federal Housing Finance Agency (FHFA), issued a strategic plan for Freddie Mac and 
Fannie Mae that envisioned different kinds of roles for the two big government-sponsored enterprises (GSE) 
within the single-family and multifamily financing business. Doing so, the FHFA argued, could help revive the 
lagging housing market. 
 
Unlike their single-family credit guarantee business, the GSEs' multifamily businesses have performed quite well, 
generating positive cash flow. Last year, the GSEs multifamily businesses produced $1.9 billion in net income, 
with Freddie Mac accounting for 70% of this gain, as investors poured into the apartment sector. The trend 
continued in the first quarter of 2012, with Freddie Mac alone producing $624 million in multifamily net income. 
 
This week, David Brickman, senior vice president of the multifamily business for Freddie Mac, pressed the case 
further by outlining other reasons why multifamily finance should have a separate and distinct role in housing. 
 

 With fewer people owning homes, Brickman said there is a clear need to support more rental housing. 

 Private capital is beginning to flow back into the multifamily market. 

 The business processes and systems for single-family and multifamily financing and development are 
not alike. 

 Multifamily might aid in the recovery of single-family housing by transforming the large volume of 
distressed single-family properties into rental housing. 

 
But for such a plan to work, the private sector would have to step up their role significantly in multifamily finance, 
CoStar Group's financial analysts argue. 
 

MARK HESCHMEYER, EDITOR WWW.COSTAR.COM MAY 10, 2012 

mailto:mheschmeyer@costar.com
http://www.costar.com/news/
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Simpsonville, SC 
ITEM #: B072-175 

Starting Bid: ...... $525,000
Size: ..........................3,136 SF  
Type: ..............................Retail

Oxnard, CA 
ITEM #: B072-472

Starting Bid: ...... $700,000
Size: ....................... 21,383 SF  
Type: ..............................Retail 

FEATURED COMMERCIAL REAL ESTATE:

Kirkland, WA  - ITEM #: N073-575  
Starting Bid: ............................................$750,000
Current Balance: ....................................... $1,898,717
Keys: .............................................................59 Rooms
Collateral Type: .................................................... Hotel
Loan Status: ........................................Non-Performing

Stone Mountain, GA 
ITEM #: B073-113 

Starting Bid: ..$2,500,000
Units: ............................... 360 
Type: ...................Multi-Family

Bowling Green, KY
ITEM #: B073-154 

Starting Bid: ...$2,000,000
Size: ..................... 109,407 SF 
Type: .................. Retail Center 

FEATURED COMMERCIAL NOTE: FEATURED COMMERCIAL REAL ESTATE:

CLICK TO SEARCH 80+ PROPERTIES IN 26 STATES

CLICK TO SEARCH 110+ PROPERTIES IN 29 STATES

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

UPCOMING AUCTIONS
$150M+ NORTHEAST COMMERCIAL & NOTE AUCTION  .............................................................................................. June 12-14
$200M+ MOBILE HOME PARK COMMERCIAL & NOTE AUCTION ..........................................................................................June 26-28

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.

Snellville, GA  -  ITEM #: N072-615  
Starting Bid: ............................................$525,000
Current Balance:  ...................................... $2,624,306
Size: ............................................................. 16,400 SF 
Collateral Type: ....................................................Retail 
Loan Status: ........................................Non-Performing

NATIONAL COMMERCIAL & NOTE AUCTION MAY 14-17

NATIONAL COMMERCIAL & NOTE AUCTION  JUNE 4-7 & 11-13

http://www.auction.com/commercial.php?utm_source=Costar.com&utm_medium=Watchlist&utm_campaign=MayCRE
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In the past decade, the GSEs have played an important role in high-quality collateral underwriting and 
securitization, while lower-quality multifamily collateral was often securitized by conduit issuers, according to 
CoStar analyst Otto Aletter. However, even most of the better quality tranches of the private conduit issuers were 
created specifically for Fannie Mae and Freddie Mac to buy, increasing the role of the GSEs in the multifamily 
securitization market across the risk spectrum leading up to the credit crisis, both as originators and investors. 
 
Since the crisis, GSEs have increased their dominance of the CMBS issuance market even more. This year, 
GSE issuance is on track to outpace 2011 and pre-crisis levels. While it's a dominant role, it also demonstrates 
the continuing strength of the multifamily market, Aletter said. 
 
According to Freddie Mac's Brickman, during the economic crisis, most forms of private capital quickly beat an 
exodus from the multifamily market. That is now changing. 
 
"Recently, the demand for multifamily housing has increased occupancy rates, operating income, and property 
values, creating an attractive environment for new sources of capital," Brickman argued this week. "For instance, 
at Freddie Mac, since the beginning of 2011, private investors have purchased $18 billion in new multifamily 
bonds of ours. Life insurance companies, bank conduits, and real estate investment trusts also have 
demonstrated increased investment activity. Going forward, the increasing availability of debt and equity capital 
makes possible a broad range of possibilities for the multifamily market, including us." 
 
"I like that Brickman explicitly says that it has been private investors who purchased $18 billion of their issuance," 
CoStar's Aletter said. "One of my concerns was that the GSEs could be quietly buying back a lot of their 
issuance simply due to the preference for holding CMBS rather than individual loans in their portfolios. 
 
"The resurgence of multifamily securitization demonstrates that investor demand is much stronger for multifamily 
debt than for debt in other property types," Aletter continued. "Multifamily issuance accounted for approximately 
62% of all conduit and GSE issuance in 2011, in contrast to approximately 21% in 2006." 
 
Because of that investor demand, Aletter argues, "with a slow and deliberate removal of government 
conservatorship in the GSE multifamily business and a clearer regulatory environment, other market participants 
and the privatized agency businesses could absorb the lending gap in most markets with minimal marginal costs 
to borrowers, establishing a healthier foundation for multifamily lending." 

Slip In First Quarter Warehouse Demand Tied To Slowing U.S. Economy 
By: Randyl Drummer 
The U.S. industrial market continued to make progress and see overall vacancy decline during the first quarter 
even as absorption of new space by warehousers and distributors slowed in reaction to the downshifting 
economy. 
 
With very few new buildings delivered or under construction compared to national historical levels, and moderate 
demand for distribution space from retail and manufacturing companies refocusing on growth, the vacancy rate 
fell 20 basis points in the first three months to 9.4% from the fourth quarter's 9.6% and 85 basis points from the 
same time a year ago. 
 
The increase in occupancy continues a trend of steady tightening of the warehouse market over the last few 
quarters, especially for the largest big box warehouses in the nation's most important national and super-regional 
distribution hubs, according to data presented at CoStar's First Quarter 2012 Industrial Outlook and Review. 
 
While remaining positive, the level of absorption of space by distributors and warehouse operators in the first 
quarter fell by about one-third from the previous quarter as economic growth slowed similarly, despite continuing 
signs that housing, job growth and business and consumer spending continue to be on the mend. 
 
"We definitely saw a slowdown in demand during the first quarter of this year," said Rene Circ, director of 
industrial research for Property and Portfolio Research (PPR), CoStar's analytics and economic forecasting 
division, noting that the advance estimate of the GDP called for just 2.2% growth. 
 

mailto:rdrummer@costar.com?subject=First%20Quarter%20Warehouse%20Demand
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"[But] It was a slight slowdown and we do expect it to pick up," said Circ, who co-presented the review with PPR 
Managing Director Hans Nordby and Senior Real Estate Economist Shaw Lupton. 
 
A total of 129 U.S. markets posting positive net absorption of warehouse space during the quarter, essentially 
even with 131 markets that saw positive demand in the fourth quarter, while 81 markets reported slight negative 
net absorption. Demand remained focused in the major distribution markets, but a few newcomers entered the 
top 10 markets such as Seattle, the San Francisco East Bay and Orlando, FL. 
 
Meanwhile, new supply remains a non-factor for industrial real estate. Despite evidence that construction is 
picking up in a few select markets, such as Harrisburg and the Lehigh Valley in Pennsylvania, the Inland Empire 
in California and in Phoenix, the level of new supply remains very constrained. 
 
Builders delivered only six million square feet in the first three months of 2012, less than either the previous 
quarter or the first quarter of 2011, despite hopes by some developers and investors that the deep freeze in new 
construction and warehouse deliveries is thawing. Even the 30 million square feet of warehouse space under 
construction is down from a year ago, with much of the total comprised of single projects in very select markets. 
 
About five million square feet of the space under construction is linked to a single user -- Amazon.com, which is 
pursuing the development of separate one million-square-foot fulfillment centers in Tennessee and in Richmond, 
VA, among several other markets. Plans for two more fulfillment centers in California were unveiled on behalf of 
the Internet retailer last week, and locations in Texas are reported to be on the drawing board. 
 
In Amazon's case, the new facilities reflect true growth in occupied square feet rather than a consolidation or 
geographic shifting of existing distribution space. 
 
"Considering that we have 25 million square feet of all space that was vacated during the recession that has yet 
to be re-absorbed, that's pretty exciting and encouraging, in terms of occupied square footage returning to pre-
recession levels," noted PPR's Circ. 
 
With minimal new supply, combined with moderate positive demand and slowly falling vacancies, net effective 
rents are gradually starting to rise as free rent and other concessions decline. However, asking rents are just 
now beginning to reach a turning point - not quite as quickly as landlords would like to see - as free rent and 
other leasing incentives start to disappear, Circ said. 
 
"I think it's safe to assume we have hit the bottom, but the net asking rents we track are still showing flat 
performance," he said. "We have a slight improvement versus last quarter, but we are still at the bottom. On a 
national net asking basis, it's still pretty much flat, although we expect it to get stronger during the year." 
 
But there's also some underlying strength built into the absorption numbers, which show that fewer companies 
are moving out of their spaces, Circ said. 
 
"Move-outs have not only stabilized, but they are below the 10-year average. This means there aren't as many 
consolidations or bankruptcies as there tend to be in general, so the underlying fundamentals for the occupiers 
of industrial real estate are pretty sound." 
 
When the economy is strong and there's a lot of new construction, companies start to move, either through 
consolidation or expansion. 
 
"Since not many companies are outgrowing their space, at least we're seeing that there are fewer move-outs, 
which gives us some comfort in the strength in the overall fundamentals of industrial real estate market," Circ 
said. 
 
When the economy picks up steam, gross and net absorption could potentially accelerate at a greater-than-
expected rate. But there's also a down side. Move-ins have also been pretty flat, so the current trend of positive 
net absorption could be attributed to a lack of move outs rather than business expansion. 
 
"It's kind of similar to the office space market, where layoffs have decreased but hiring hasn't really started yet, 
so it's sort of the beginning of the end of bad news," PPR Managing Director Hans Nordby said. 
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The overall slight pullback in absorption in the first quarter was particularly dramatic in places that have logged 
strong absorption recently, such as Phoenix, Dallas and the Inland Empire, observed PPR senior real estate 
economist Shaw Lupton. 
 
Those markets, among the largest national and super regional distribution hubs, are the most sensitive to 
changes in GDP, and most likely to rebound quickly as the economy accelerates, Lupton added. 
 
That said, even though the Inland Empire, for example, was among the top U.S. performers, first quarter net 
absorption was weaker year-over-year in the distribution center-heavy Southern California market. 
 
"We're seeing a slowdown in some markets, even though performance compared to other markets still seems 
relatively strong, and that's something to watch," Circ said. 

The Auction Team: CRE & Lots Online Only Auction 

 

Largest Drugstore Chain Trio Face Different Growth Diagnoses 
The nation's three largest retail pharmacy chains continue to diverge on their real estate expansion plans. 
 
Rite Aid Corp., which has consolidated dramatically since the onslaught of the Great Recession, has recently 
slowed the pace of closures and believes it now may even have an opening to regain some marketshare. 
 

http://bit.ly/KFPkSn
http://bit.ly/KFPkSn
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Walgreen Co., which had slowed annual growth from 4%-5% to 2%-3%, this year is slowly starting to ramp up 
growth again. However, it is currently involved in a major spat with one of the largest pharmacy benefit 
management companies in North America, and has seen its prescription business slip as a result. 
 
Meanwhile CVS Caremark Corp., a close second in store count behind Walgreens, keeps rolling out more stores 
each year and has no plans to change its aggressive growth Strategy any time soon. 

RITE AID CORP. 

In 2011, Rite Aid closed 47 stores, relocated 15 stores and remodeled 278 stores. The number of store closures 
last year was significantly less than in the three previous years when it closed 69, 138 and 200 stores 
respectively. Stores in operation at the end of the year totaled 4,714. 
 
The closures whittled its 2011 store count down from 2007, when it operated 5,059 stores. That year it also 
acquired 1,854 Brooks Eckerd stores. 
 
The slowing shrinkage has continued into this year, said Frank Vitrano, senior executive vice president and CFO 
of Rite Aid at the company's first quarter earnings call. 
 
'In the quarter, we closed 12 stores, and did not open any net new stores. On a year-over-year basis, we 
operated 47 net newer stores," Vitrano said. "We are planning to complete 17 relocations and remodel 500 
wellness stores. We are not planning to complete any sale-leaseback transaction and we expect to be free cash 
flow positive for the year." 
 
Rite Aid expects to pay about $91 million this year on "dark stores," but it expects that amount to drop 
somewhere in the $80 million to $85 million range next year, Vitrano said. 
 
Working in Rite Aid's favor this year is its prescription business, which is benefitting from rival Walgreen's dispute 
with pharmacy benefit management firm Express Scripts, which stopped providing in-network coverage of 
prescriptions filled at Walgreens as of Jan. 1, 2012. 
 
According to Moody's Investor Services, to date Walgreen has only retained about 15% of the total 88 million 
prescriptions (about $5.3 billion in revenue) that it filled annually under the Express Scripts contract. 
 
Moody's said it believes the risk that the drugstore industry may shift to restricted pharmacy benefit management 
networks may hamper Walgreen's ability to regain some of the lost Express Scripts business. Furthermore, the 
pending merger of Express Scripts and Medco Health Solutions increases the risk that Walgreen's may run into 
a similar dispute with Medco, Moody's said. 

WALGREEN CO. 

Speaking of Walgreen, the pharmacy retailer ended 2011 with 7,841 stores, 151 more than a year ago. 
However, the drugstore chain expects to open 200 through the next 12 months. Walgreen stores typically run 
from 14,000 to 15,000 square feet. 
 
"One of the reasons we decided to slow our new store opening growth [three years ago] was to be able to 
reinvest in our existing store base. We think we've got a heck of a footprint," Gregory D. Wasson, president and 
CEO of Walgreen said in his first quarter earnings conference call. "We are continuing to invest in those new 
store plans, those pilots and we'll continue to measure to make sure that's a good use of our capital." 
 
To-date, Walgreen has transformed nearly 200 drugstores across to change it what it calls its "Well Experience" 
format. These include stores in Chicago and Indianapolis and its Duane Reade stores in New York. 
 
"Add to that our new 'Well Experience' flagship in Chicago, Las Vegas and New York City, and it's clear we're 
stepping out of the traditional drugstore format to create something completely new and unique," Wasson said. 
"We're combining cutting edge design with an improved product assortment and developing the right mix of 
health care, beauty, fresh food and private brand solutions." 
 
Walgreen also recently opened a new 500,000-square-foot e-commerce distribution facility in Edwardsville, IL. 



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; IN RE Brkr RC51100011; Auction Firm AC 31100002; Auctioneer 
Michael E. Carr  AU10800046, Mark P. Buleziuk AU10900036;

Glendale, CA 
Commercial Real Estate
Item # ................... B800-100 

Size ................... 282,698 SF 

Type .............................Office

Glendale, CA
Commercial Real Estate
Item # ................... B800-101 

Size ................... 136,253 SF 

Type .............................Office

Sacramento, CA
Non-Performing Note
Item # ................... B800-102 

Size ................... 178,735 SF 

Type .............................Office

Pleasant Hill, CA
Commercial Real Estate
Item # ................... B800-103 

Size ................... 210,204 SF 

Type .............................Office

Plainfield, IN
Commercial Real Estate & 
Non-Performing Note
Item # ................... B800-104 
Size ................... 600,268 SF 
Type .............................Retail

INSTITUTIONAL-QUALITY CLASS A OFFICE & HIGH 
TRAFFIC  RETAIL ASSETS IN CALIFORNIA & INDIANA

CLASS A OFFICE AND 
RETAIL AUCTION

Contact: Eastdil Secured 310-526-9000 •  MED@Eastdilsecured.com  •  www.auction.com/Commercial

LIVE ONLINE AUCTION ON MAY 23

http://www.auction.com/sealBid/auction_details_online_commercial.php?auctionID=B-800&utm_source=Costar.com&utm_medium=Watchlist&utm_campaign=MayCRE_EastDil
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CVS CAREMARK CORP. 

As of March 31, CVS operated 7,428 locations and was expecting to open 300 more in the next 12 months as it 
pursues what it calls a store clustering strategy. CVS stores generally are sized from 11,000 to 15,000 square 
feet. 
 
During the three months ended March 31, 2012, CVS opened 32 new retail drugstores and closed just seven 
retail drugstores and one onsite pharmacy. In addition, the company relocated 40 retail drugstores. 
 
The company has been concentrating heavily on urban locations. 
 
"We continue to make progress on our clustering initiatives. 420 urban cluster stores were completed by year-
end," said Larry J. Merlo, president and CEO of CVS at his first quarter earnings conference call. "We expect to 
add approximately 50 more this year, and also this year, we're expanding our efforts to develop and test 
additional clustering concepts that came out of our trip segmentation work and we believe these efforts around 
globalization are a key component to optimizing the return on capital of our remodel program." 
 
"As for our real estate program, we opened 29 new or relocated CVS stores," Merlo said. "We closed one 
resulting in 23 net new stores for the quarter, and for the full year we opened 247 new or relocated stores, 
closing 16, resulting in 145 net new stores and that equates to retail square footage growth of 2.6%." 
 
In addition to that growth, CVS added 100 MinuteClinics giving it 657 clinics in 25 states in the District of 
Columbia, at which it has cared for more than 11 million patients since the company's inception. 
 
"We believe our plans to double our clinic count over the next several years will position us well to play an 
important role in providing care for the newly insured beginning in 2014," Merlo said. 

Beazer, KKR Launching Pre-Owned Rental Homes REIT 
Homebuilder Beazer Homes USA Inc. is spinning off its pre-owned rental homes business, consisting of nearly 
200 single-family homes in Phoenix and Las Vegas, to a newly formed real estate investment trust. 
 
The REIT, which will be named Beazer Pre-Owned Rental Homes Inc., was founded by the company and 
includes an investor group led and arranged by affiliates of Kohlberg Kravis Roberts & Co. 
 
BPRH was organized to acquire, refurbish and lease recently-constructed, previously-owned single-family homes 
on a large scale in select markets in the United States. BPRH intends to become a leader in the single-family 
rental homes business and is one of the first REITs focused exclusively on the single-family home rental market. 
BPRH will be based in Phoenix. 
 
"We believe our investment in BPRH allows us to unlock the value in our rental homes business and grow it 
more rapidly than we otherwise could within Beazer. BPRH's ability to focus specifically on the rental homes 
market and attract external capital to scale the business represents a compelling – and differentiated – value for 
our shareholders," said Allan P. Merrill, president and CEO of Beazer. 
 
In addition to the company's contribution, which represents an investment of $20 million, BPRH received cash 
investments and binding funding commitments from outside investors totaling $65 million, bringing the current 
total investment in the newly-formed REIT to approximately $85 million. 
 
Net proceeds from the sale of the common stock will be used to acquire additional pre-owned single-family rental 
homes both within the company's existing geographic footprint as well as new markets. 
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Freedom Realty Exchange – International and U.S Real Estate Auctions 

 

http://bit.ly/Kn5oWa
http://bit.ly/Kn5oWa
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TPG Bankrolling Parkway Properties' Portfolio Restructuring 
Leading global private investment firm TPG has agreed to make a $200 million equity investment in Orlando-
based Parkway Properties Inc. (NYSE:PKY) at a price of $11.25 per share, which represents a 12% premium to 
the 30-day trailing average closing price of Parkway's common stock. The company intends to use the proceeds 
raised from this investment to pursue acquisitions under its new investment strategy. 
 
Putting the new plan into action, Parkway agreed to acquire Hearst Tower, a 972,000-square-foot office tower at 
214 N Tryon St. in Charlotte, NC's central business district for $250 million, or $257 per square foot, a price 
Parkway said represents a significant discount to replacement cost. 
 
The building is currently 94% leased with no material expirations until 2017. Bank of America will enter into a 
new lease as part of the transaction to occupy 322,000 square feet in the building with a lease term through 
March 2022. 
 
The purchase of Hearst Tower will initially be financed using the cash received from TPG combined with 
borrowings on the company's credit facility. While the property will be unencumbered at closing, Parkway 
expects to obtain financing on the property to provide capital for future investment opportunities. The property is 
expected to generate cash net operating income of approximately $17.5 million during the first year of Parkway's 
ownership period. 
 
"We are making progress on our strategic initiatives through our asset disposition efforts and resulting 
repositioning of the portfolio," said Jim Heistand, Parkway's president and CEO. "We understand this will take 
time, but we will continue to seek to deploy capital into higher growth markets as we position the company to add 
value and build cash flow." 
 
"Heistand said TPG's investment will enable Parkway to acquire additional assets at an attractive basis in its 
target submarkets. 
 
"The pending acquisition of Hearst Tower is a significant positive step as we continue to transform the company," 
said Heistand. "We will continue to execute on the strategy we have outlined which is to build critical mass in key 
higher growth submarkets that are capable of producing strong cash flow yields and growth." 
 
At the closing of the transaction, Parkway Properties will issue 4.3 million shares, or $48.4 million, of common 
stock, representing approximately 19.6% of the company's outstanding common stock, and approximately 13.5 
million shares, with an initial liquidation value of $151.6 million, of newly-created, non-voting Series E Cumulative 
Redeemable Convertible Preferred Stock (the "Series E Convertible Preferred Stock"). 
 
TPG's ownership in the company will be approximately 43% on an as-converted basis at the closing of the 
transaction. 

Multifamily, Retail Properties Still Make Up Bulk of New CMBS Deals 
Goldman Sachs and Deutsche Bank are prepping two new commercial mortgaged back deals for market backed 
heavily by retail properties, while Freddie Mac is back on the streets with its sixth $1 billion multifamily securities 
offering this year. 
 
Freddie Mac hit the streets this past week with a new offering of multifamily mortgage-backed securities. The 
company is offering approximately $1 billion in K Certificates (K-018 Certificates). 
 
The K-018 Certificates will be offered to the market by a syndicate led by J.P. Morgan Securities LLC and Wells 
Fargo Securities LLC as co-lead managers and joint bookrunners. 
 
The K-018 Certificates are backed by 75 recently-originated multifamily mortgages secured by 79 properties. 
 
The transaction has a Fitch stressed debt service coverage ratio (DSCR) of 1.13 times (x), a Fitch stressed loan-
to value (LTV) of 101.5%, and a Fitch debt yield of 8.3%. 
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The master and special servicer will be KeyCorp Real Estate Capital Markets Inc. and Wells Fargo Bank 
respectively. 
 
Twenty-nine loans, comprising 49.6% of the pool, have an interest-only period or are full interest only. 
 
The three largest loans are as follows. 
 
Central Astoria Apartments, $85.05 million, is a 100% rent-stabilized, 894-unit garden-style apartment complex 
in Astoria, Queens County, New York City. Since acquiring the property in 2001, the sponsor has invested $9.5 
million in capital improvements. The subject was 98.5% occupied as of year-end 2011. 
 
Aldingbrooke Terraces-Townhomes, $69.5 million, is a 667-unit garden-style apartment and townhome 
complex in West Bloomfield, MI. The property is improved with 78 two- and three-story apartment buildings and a 
single-story clubhouse. The sponsor developed the subject between 1980 and 2001 for approximately $80 
million and has invested more than $8 million in capital improvements since. The loan refinanced existing debt. 
The subject was 91.6% occupied as of March. 
 
Lofts 640, $46 million, a 265-unit, high-rise apartment building in Philadelphia, PA. A former industrial 
warehouse built in 1913, the borrower purchased the property in 2004 for $9 million and invested $46,000,000 to 
convert the property to loft-style residential units. The property was 97.0% occupied as of year-end 2011. 
 
Meanwhile, Goldman Sachs is putting together a deal currently involving 79 mortgages backing 175 properties. 
The loans total $1.6 billion, which would make it one of the five largest deals to hit the streets since a new wave 
of deals following the recession. 
 
The majority of the loans (60) were used to refinance existing properties. 
 
Retail properties account for 75 of the 175 properties but only 25% or so of the outstanding loan balances. 
 
The largest loan currently slated for the offering is for $130 million backed by a 253,151-square-foot office 
building at 1155 F St. NW in Washington, DC. The property was 89% occupied as of February 2012 and its 
largest tenant is the law firm of Bryan Cave, which occupies 88,393 square feet. 
 
The second largest loan would be for $101 million backed by Columbia Business Center, a 2.3 million-square-
foot industrial property in Vancouver, WA. The property was 92% occupied as of March and its largest tenant is 
Thompson Metal Fab Inc., which occupies 717,762 square feet. 
 
The third largest loan would be for $94.5 million backed by Bellis Fair Mall, a 538,226-square-foot mall in 
Bellingham, WA. The property was 99.5% occupied as of March. Anchor tenants include: Macy's, Sears, Target, 
Kohl's and JCPenney. 
 
Also working on a new deal is Deutsche Bank Securities, which is putting together a deal currently involving 54 
mortgages backing 83 properties. The loans total $954 million. 
 
Twenty-one of the loans totaling $415 million back retail properties. 
 
The three largest loans currently slated for the offering are as follows. 
 

 $120 million on Crossgates Mall, a 1.3 million-square-foot super regional mall in Albany, NY; 

 $56 million on RiverTown Crossings Mall, a 635,769-square-foot super regional mall in Grandville, MI; 
and 

 $55 million on Creekside Plaza, a 227,707-square-foot suburban office building in San Leandro, CA. 

Troubled CRE Assets Take Down Another Six Banks 
Federal and state banking regulators have closed six banks in the past two weeks with total combined assets of 
more than $1.5 billion. The bank failures are expected to cost taxpayers more than $283 million. 
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Commercial real estate exposure was the main source of problem loans for the banks that failed. The institutions 
combined were holding more than $159 million in distressed commercial real estate assets as of year-end 2011. 
 
The largest closure occurred in South Carolina, a state that has experienced eight failures in the current cycle, 
according to Trepp LLC, a provider of CMBS and commercial mortgage information and analytics. 
 
The second largest failure was in Minnesota, bringing the state's year-to-date total to three closures. 
 
The pace of closures in the first four months of 2012 has fallen to 5.5 per month, noticeably lower than the 2011 
average of 7.7 per month, according to Trepp. In April, FDIC acting chairman Martin Gruenberg was quoted as 
forecasting 50 to 60 failures in 2012, down from 92 in 2011 and 157 in 2010. 
 
The slower pace of bank closures is attributable to more time being "added to the clock" for ailing banks, as well 
as some actual progress among these banks in capital raising and performance improvement, Trepp analysts 
said. 
 
However, the slower pace of closures will likely mean that failures will continue into 2013 and possibly beyond. 
Much will depend on the strength of the economy in general and real estate market conditions in particular. 

PLANTATION FEDERAL BANK, SOUTH CAROLINA 

The Office of the Comptroller of the Currency (OCC) appointed the Federal Deposit Insurance Corp. (FDIC) as 
receiver for Plantation Federal Bank on Pawleys Island, SC. 
 
The OCC acted after finding that the bank had experienced substantial dissipation of assets and earnings due to 
unsafe and unsound practices. The OCC also found that the bank was likely to incur losses that would continue 
to deplete its capital and that the bank was critically undercapitalized, and there was no reasonable prospect that 
the bank would become adequately capitalized without federal assistance. 
 
As of Dec. 31, 2011, Plantation Federal Bank had $486.4 million in total assets. Plantation, a federally chartered 
stock savings bank established on October 20, 1986, operated six branches along the coast of South Carolina. 
 
First Federal Bank in Charleston, SC, entered into a purchase and assumption agreement that includes a 
commercial loan loss share arrangement with the FDIC to assume all deposits as well as certain assets and 
other liabilities of Plantation Federal Bank. 
 
The loss-share agreement covers $221.7 million of Plantation Federal Bank's assets including all commercial 
loans and foreclosed real estate. Among the foreclosed real estate was $18.8 million in construction and 
development projects. 
 
On a pro forma basis, based on FDIC data, the acquisition elevates First Federal's market position in two 
strategically important markets, as it will have the sixth largest deposit market share in the Myrtle Beach market 
and the number one deposit market share in the Georgetown/Pawleys Island market. In addition, the acquisition 
provides for First Federal's initial entry into the demographically attractive Greenville market. 
 
The FDIC estimates that the cost to its DIF will be $76 million. 

INTER SAVINGS BANK, MINNESOTA 

The OCC also appointed the FDIC as receiver for Inter Savings Bank FSB in Maple Grove, MN. 
 
Great Southern Bank in Springfield, MO, agreed to purchase substantially all of the assets and to assume 
substantially all of the deposits and other liabilities of Inter Savings Bank. 
 
InterBank operated four locations in three counties in the Minneapolis-St. Paul area. 
 
As of Dec. 31, 2011, the institution had $481.6 million in total assets. Almost all of Inter Savings Bank's CRE 
lending was tied to multifamily properties. 
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Great Southern will be assuming $467 million of deposits of InterBank at no premium. In addition, Great 
Southern is purchasing $403 million in loans and $11 million of other real estate owned (ORE) at a total discount 
of $60 million. The loans (excluding $400,000 of consumer loans) and ORE purchased are covered by a loss 
sharing agreement between the FDIC and Great Southern. 
 
Under this agreement, the FDIC has agreed to cover 80% of the losses on the covered loans and ORE. In 
addition, Great Southern will also be purchasing cash and certain marketable securities of InterBank. 
 
The FDIC estimates that the cost to the DIF will be $117.5 million. 

BANK OF THE EASTERN SHORE, MARYLAND 

Bank of the Eastern Shore in Cambridge, MD, was closed by the Maryland Commissioner of Financial 
Regulation, which appointed the FDIC as receiver. 
 
The FDIC was unable to find a buyer for the bank and instead created the Deposit Insurance National Bank of 
Eastern Shore (DINB), which will remain open until May 25, 2012, to allow depositors access to their insured 
deposits and time to open accounts at other insured institutions. 
 
As of Dec. 31, 2011, Bank of the Eastern Shore had $166.7 million in total assets and $154.5 million in total 
deposits. 
 
The FDIC as receiver will retain all the assets from Bank of the Eastern Shore for later disposition. 
 
The cost to the FDIC's DIF is estimated to be $41.8 million. 

HARVEST BANK, MARYLAND 

Sonabank acquired HarVest Bank of Maryland, a state chartered non-Fed member commercial bank. HarVest 
operates four branches – North Rockville, Frederick, Germantown and Bethesda. 
 
As of Dec. 31, 2011, HarVest Bank of Maryland had $164.3 million in total assets and $145.5 million in total 
deposits. 
 
Sonabank will initially be acquiring the assets and liabilities of HarVest at a $27.3 million discount and no 
premium on deposits. In this transaction, Sonabank will be receiving $145 million in deposits, $95 million in loans 
and $6.2 million in other real estate owned (OREO) from HarVest. There will be no loss share agreement 
between the FDIC and Sonabank. In addition, Sonabank will be purchasing cash and marketable securities of 
HarVest. 
 
HarVest Bank of Maryland was closed by the Maryland Commissioner of Financial Regulation, which appointed 
the FDIC as receiver. 
 
The FDIC estimates that the cost to the DIF will be $17.2 million. 

PALM DESERT NATIONAL BANK, CALIFORNIA 

The OCC appointed the FDIC as receiver for Palm Desert National Bank in Palm Desert, CA. 
 
As of Dec. 31, 2011, the bank had $126 million in total assets. 
 
About 86% of Palm Desert's lending was tied to commercial real estate. 
 
The transaction was structured as a whole bank purchase and assumption without a loss sharing agreement with 
the FDIC. The FDIC accepted Pacific Premier's bid, which included no deposit premium. Palm Desert National 
had $125.8 million in total assets and $122.8 million in total deposits at Dec. 31, 2011. 
 
"This acquisition provides an excellent opportunity for Pacific Premier to expand our branch footprint and grow 
interest earning assets at a discount," said Steven R. Gardner, president and CEO of Pacific Premier. "The 
transaction structure provides us with flexibility to aggressively manage assets consistent with our proven loss 
mitigation strategy, which should enable us to optimize the benefits of this acquisition." 
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The acquisition increases Pacific Premier's branch network to 10 locations in Southern California and expands 
its footprint in the Inland Empire. 
 
The FDIC estimates that the cost to the DIF will be $20.1 million. 

SECURITY BANK, FLORIDA 

Florida based Banesco USA purchased Security Bank, National Association, in North Lauderdale, FL, in an 
FDIC-assisted transaction. The OCC had appointed the FDIC as receiver. 
 
As of March 31, 2012, Security Bank had three branches and $101million in total assets. 
 
The FDIC estimates that the cost to the DIF will be $10.8 million. 

Ding Dongs; No One Home at Hostess Brands Locations 
Snack cakes maker Hostess Brands Inc. has asked the U.S. Bankruptcy Court to cancel leases on 47 locations 
since filing for Chapter 11 reorganization in January of this year. 
 
Almost all of the affected locations were leased to Hostess affiliate IBC Sales Corp., part of Interstate Brands 
Corp. 
 
Hostess may not be done with with closures. The company sent notices to state labor officials and all 18,000 of 
its employees that it might have to shut down and liquidate its business, should certain conditions happen during 
its Chapter 11 bankruptcy reorganization. 
 
Companies are required under federal law to notify employees and state officials of pending mass layoffs or 
plant closures. To comply with the law, Hostess sent out a letter with the warning that "certain events may occur 
that would require Hostess to sell all or portions of it business and/or wind down its operations and liquidate." 
 
Among the events that would trigger liquidation or shut downs were: 

 Sale of substantially all of its assets; 

 Failure to complete a Chapter 11 reorganization; 

 Layoff of more than 20% of its workforce or forced sale of more than 20% of its business; 

 Inability to modify its existing collective bargaining agreements; or an 

 Employee strike. 

CANCELLED LEASE LOCATIONS 

Address City State Address City State 

814 Highway 431 Boaz AL 1030 Lexington St. Winchester KY 

1010 Sixth Ave.  SE Decatur AL 2850 Highway 25 East Pineville LA 

2501 B Jordan Lane Huntsville AL 35457 Gratiot Ave. Clinton Township MI 

305 Dupree Drive Jacksonville AR 535 E. 9 Mile Road Ferndale MI 

1154 E. Main St. El Cajon CA 324 Raymond Road Jackson MS 

931 Allen Ave. Glendale CA 419 Crossover Road Tupelo MS 

1323 N. Inyo St. Ridgecrest CA 910 D. Cannon Blvd. Kannapolis NC 

125 W Mill St. San Bernardino CA 

4020 Martin Luther King 
Blvd. New Bern NC 

1319 East Main St. Meriden CT 1408 Wilder Grove Land Raleigh NC 

414 Ne Park St. Okeechobee FL 100 Gateway Blvd. Westville NJ 

445 Andrews Road Columbus GA 7764 Colerain Ave. Cincinnati OH 

4900 Buena Vista Road Columbus GA 834 Ohio Pike Cincinnati OH 

204 US Highway 31 South Jessup GA 2757 S. High St. Columbus OH 

2550 100th St. Urbandale IA 3654 Cleveland Ave. Columbus OH 

211 Freightway St. Twin Falls ID 3613 Wilmington Pike Kettering OH 

7336 S. Stony Island Ave. Chicago IL 967 State Rt. 28 Milford OH 

1509 Madison Ave. Granite City IL 2377 Gallia St. Portsmouth OH 

228 E. Broadway Ave. Mattoon IL 1807 SW 11th St. Lawton OK 
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Address City State Address City State 

1552 N. Aurora Road, Suite 
104 Naperville IL 1649 S. Lee Highway Cleveland TN 

4503 N Illinois St. Swansea Il 3171 N. Thomas St. Memphis TN 

3432 N Anthony Blvd. Ft. Wayne IN 624 Dolly Parton Pkwy. Sevierville TN 

8085 Connector Dr. Florence KY 3619 Mechanicsville Pike Richmond VA 

7515 Preston Hwy. Louisville KY 3212 Kennedy Road Janesville WI 

1811-B Monmouth St. Newport KY   

Upcoming Corporate Facility Closures, Downsizings 

Company Address 

Closure 
or 
Layoff 

Owned 
or 
Leased 

Bldg. 
RBA 

No. of 
Workers 
Impacted 

Impact 
Date 

Xerox Commercial 
Services 

1150 E. University Dr., 
Tempe, AZ Unknown Leased 71,218 64 6/30/2012 

American Airlines 
Southwest Reservations 
Office 

3350 E. Valencia Rd, Tucson, 
AZ Closure Leased 85,000 500 8/24/2012 

Grainger 
3750 Brookside Pkwy., 
Alpharetta, GA Layoff Leased 101,462 68 3/16/2012 

DAL Global Services 1030 Delta Blvd., Atlanta, GA Layoff Owned 637,938 170 3/20/2012 

Acuity Brands Lighting 
322 W. Dykes St., Cochran, 
GA Closure Leased 330,754 450 3/14/2012 

Durham School Services 106 S. 6th St., Belleville, IL Closure Leased 2,583 131 5/31/2012 

Fortis Plastics 2510 Franklin St., Carlyle, IL Closure     108 6/9/2012 

All Faith Pavilion 3500 S. Giles, Chicago, IL Layoff Leased 70,455 130 Immediately 

Aviva USA 
300 N. LaSalle St., Chicago, 
IL Layoff Leased 1,302,901 52 6/29/2012 

Best Buy 
8900 S. Lafayette Ave., 
Chicago, IL Closure Leased 41,268 82 5/12/2012 

International Paper Co. 6850 W. 62nd St., Chicago, IL Closure Owned 175,000 81 6/19/2012 

The Great Indoors 
2860 S. Highland Ave., 
Lombard, IL Closure Owned 120,537 87 6/16/2012 

Best Buy 
4707 Lincoln Mall Drive, 
Matteson, IL Closure Leased 26,364 55 5/12/2012 

AGI North America 
1950 N. Ruby St., Melrose 
Park, IL Closure Leased 255,565 100 5/11/2012 

Garden Fresh Market 
1145 Mount Prospect Plaza, 
Mount Prospect, IL Closure Leased 210,057 54 6/30/2012 

Alternative Behavior 
Treatment Centers 

27255 N. Fairfield Road, 
Mundelein, IL Closure     124 5/31/2012 

Best Buy 

1100 North Rt. 83; 200 S. 
Waukegan Road, Mundelein; 
Deerfield, IL Closure Leased 505,188 113 5/12/2012 

Pilkington North America 300 20th Ave., Ottawa, IL Layoff     57 6/2/2012 

Afni 8116 N. Hale, Peoria, IL Closure Leased   292 6/12/2012 

Eurest Dining Services 
1501 W. Bradley Ave., Peoria, 
IL Closure     108 6/10/2012 

Earthgrains Baking Cos. 435 34th Ave., Rock Island, IL Closure Leased 10,240 97 6/1/2012 

Sycamore Systems 
449 N. California St., 
Sycamore, IL Closure Leased 650,000 81 6/8/2012 

Best Buy 
979 W. Main St., West 
Dundee, IL Closure Leased 36,262 51 5/12/2012 

JC Penney Pittsburgh 
Customer Care Center 

1001 Commerce Drive, 
Cheswick, PA Closure Leased 28,800 321 6/29/2012 

Genuardi's 
200 W. Ridge Pike, 
Conshohocken, PA Closure Leased 206,369 83 6/8/2012 

Genuardi's 
73 Old Dublin Pike, 
Doylestown, PA Closure Leased 77,241 83 6/8/2012 
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Company Address 

Closure 
or 
Layoff 

Owned 
or 
Leased 

Bldg. 
RBA 

No. of 
Workers 
Impacted 

Impact 
Date 

West Business Solutions 2323 W. 38th St., Erie, PA Closure Leased 95,105 378 5/31/2012 

Berks County Youth 
Center 

1261 County Welfare Road, 
Leesport, PA Closure     58 6/3/2012 

Genuardi's 
25 W. Germantown Pike, 
Norristown, PA Closure Leased 120,704 83 6/8/2012 

Loans and Properties Under Surveillance 

 
 

Watch List: Most Recent Large Troubled Loans 

Property Address 
Property 
Type Cur. Bal. CMBS 

Special 
Service Comment 

Franklin Mills 

1455 Franklin Mills 
Circle, Philadelphia, 
PA Retail $116,000,000 

GSMS 
2007-GG10 

CWCapital 
Asset 
Management 

Borrower is 
requesting a loan 
modification 

Congress 
Center Office 
Development 

525 W. Van Buren, 
Chicago, IL Office $87,665,290 

BSCMS 
2004-
TOP16 

C-III Asset 
Management 
LLC 

Working through 
an unauthorized 
ownership 
transfer 

MSREF Luxury 
Resort Portfolio 

4012 & 4040 Central 
Florida Pkwy; 5350 E. 
Marriott Drive, 
Orlando; Phoenix, FL; 
AZ Hotel $81,750,000 

UBS 2007-
FL1 Berkadia 

Imminent maturity 
default 

http://bit.ly/t0dxKa
http://bit.ly/t0dxKa
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Property Address 
Property 
Type Cur. Bal. CMBS 

Special 
Service Comment 

The Galleria 
115 E. 57th St., New 
York, NY Mixed Use $50,000,000 

WBCMT 
2005-C19 

Torchlight 
Loan 
Services, 
LLC 

Imminent default - 
Upcoming 
maturity in June 
2012 

Gateway 
Crossing Center Various, Avondale, AZ Retail $50,000,000 

WBCMT 
2007-C30 

CWCapital 
Asset 
Management Monetary default 

The Aetna 
Building 

841 Prudential Drive, 
Jacksonville, FL Office $45,000,000 

WBCMT 
2007-C30 

CWCapital 
Asset 
Management Maturity default 

Charlotte 
Multifamily 
Portfolio Various, Various, NC Multifamily $33,465,000 

CSMC 
2008-C1 

C-III Asset 
Management 
LLC 

Imminent default - 
Upcoming 
maturity in June 
2012 

Park Hyatt 
Beaver Creek 

50 West Thomas 
Place, Avon, CO Hotel $31,600,000 

Lehman 
2007-LLF 
C5 

TriMont Real 
Estate 
Advisors, 
Inc. Imminent default 

1020 Holcombe 
Boulevard 

1020 Holcombe Blvd., 
Houston, TX Office $28,990,547 

BACM 
2003-1 

Orix Capital 
Markets, 
LLC Imminent default 

Research Park 
Plaza 

12401 Research 
Blvd., Austin, TX Office $23,560,000 

Lehman 
2007-LLF 
C5 

TriMont Real 
Estate 
Advisors, 
Inc. 

Imminent default - 
Upcoming 
maturity in June 
2012 

Tempe 
Commerce 

7410 & 7419 S. 
Roosevelt St., Tempe, 
AZ Office $22,800,000 

GSMS 
2007-GG10 

CWCapital 
Asset 
Management Imminent default 

The Promenade 
at Mission Viejo 

28032 Marguerite 
Pkwy, Mission Viejo, 
CA Multifamily $22,134,534 

BACM 
2004-4 

Orix Capital 
Markets, 
LLC Imminent default 

Promenade 
Shopping 
Center 

9840 Alternate A1A, 
Palm Beach Gardens, 
FL Retail $21,500,000 

BSCMS 
2007-
PWR17 

C-III Asset 
Management 
LLC Imminent default 

Renaissance 
Fort Lauderdale 

1617 SE 17th St., Fort 
Lauderdale, FL Hotel $21,000,000 

UBS 2007-
FL1 Berkadia 

Imminent default - 
Upcoming 
maturity in June 
2012 

 


