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Tweeting news live most business days, follow me 

Actively Investing After Raising $300 Million, 

Archstone Shows Why It Matters Again 
"Back in the Business of Making Great Apartment Acquisitions" 

It has been a long time since the commercial real estate markets have buzzed about Archstone Apartments. But 
rumors this past week over a reported sale or a public offering, together with the heightened property sales and 
investment activity this summer, point to the return of Archstone as an active player on the multifamily property 
scene again. 
 
Flashback to a few months before the onset of the Great Recession, Denver-based Archstone's predecessor 
company commanded an eye-popping $22.2 billion price tag from a joint venture of Lehman Bros Holdings and 
Tishman Speyer. Some view the massive amount of debt on that acquisition as a tipping point that led to 
Lehman Bros. eventual bankruptcy -- which many point to as the precipitous event that shocked the capital 
markets into shutting down. 
 
Archstone experienced problems of its own, according to Lehman bankruptcy documents. When capital dried up, 
commercial real estate sales market collapsed. Archstone experienced difficulty in late 2008 in generating the 
property sales necessary to meet certain of its liabilities. 
 
The multifamily company then fell into the relative irrelevance of bankruptcy court obscurity for most of the last 
three years. Its press release archive from the period includes announcements of interior design awards, smoke-
free apartments, support for local artists and food and photo contests – not the type of news you'd expect from a 
company that amassed a portfolio of nearly 90,000 apartment units in the first seven years of the century. 
 

MARK HESCHMEYER, EDITOR WWW.COSTAR.COM AUGUST 18, 2011 

http://twitter.com/mheschmeyer
mailto:mheschmeyer@costar.com
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That is all changing and changing rapidly following a bankruptcy court-approved financial restructuring last 
December. 
 
This past week, Archstone filed papers with the Securities & Exchange Commission that a new fund it has 
formed, Archstone Multifamily Partners AC LP, raised $300 million so far on its way to lining up $500 million for 
new investments and acquisitions. 
 
And that is just what the company has been doing this summer, recapitalizing apartments and buying multifamily 
complexes and development sites. 
 
This month, Archstone entered into a joint-venture agreement with Allianz Real Estate and Canada Pension Plan 
Investment Board (CPPIB). As part of the agreement, Allianz and CPPIB have invested approximately $108 
million each into the recapitalization of two Archstone communities, Archstone North Point in Boston and 
Archstone Woodland Park in the Washington, DC, metro area. 
 
Archstone will retain a 20% stake in both communities, with CPPIB and Allianz owning the remaining 80% in 
equal proportion. Archstone and CPPIB have also formed a three-year development joint venture program. 
 
"We are very excited to be able to partner with Allianz and CPPIB, two world-class organizations," said R. Scot 
Sellers, Archstone's CEO. "Our entire organization is committed to providing outstanding results to our new 
partners, and we look forward to establishing a long-term relationship that increases in size as we move forward 
together." 
 
Archstone has also been acquiring properties this summer. It acquired Villa Venetia, a 224-unit apartment 
community in Marina del Rey, CA, for $44.8 million. Over the next year, Archstone is planning a comprehensive 
$25 million renovation and will rename the community Archstone Breakwater at Marina del Rey. 
 
"I'm pleased to expand our presence in an incredible city and play a key role in the ongoing transformation of 
Marina del Rey into a popular living destination for young working professionals," said Dave Brackett, 
Archstone's executive vice president of operations for the West Region. "Archstone Breakwater at Marina del 
Rey will be our third community in the city, making us the second largest owner and operator of apartments in 
Marina del Rey with responsibility for more than 1,400 homes." 
 
Archstone also acquired Grand Luxe Peninsula, a 187-unit condominium community in the San Francisco Bay 
Area. The community, behind Archstone's San Bruno on the opposite side of National Avenue, has been 
converted into luxury apartment homes and renamed The Luxury Collection at Archstone San Bruno. It was 
acquired for a purchase price of $80 million. 
 
"The entire Archstone team is very excited to be back in the business of making great apartment acquisitions in 
the most desirable neighborhoods in the country," said Archstone's CEO Sellers. 
 
In July, Archstone also purchased a 4-acre development site in Huntington Beach, CA, as part of a joint venture 
with Red Oak Investments. 
 
The urban infill site is at the corner of Center Avenue and Gothard Street. When complete, the mixed-use 
apartment community, Archstone Huntington Beach Center, will offer approximately 384 apartment homes and 
10,000 square feet of ground-floor retail space that will help meet an overwhelming demand for apartment 
communities in the area. 
 
"We're excited for this opportunity to revive our development efforts in one of our core coastal markets in 
partnership with Red Oak Investments," said Neil Brown, Archstone's chief development officer. "Archstone 
Huntington Beach Center will be our 10th apartment community in the Orange County area and an excellent 
complement to our portfolio of communities in the nation's premier markets." 
 
All of this new activity has the markets buzzing with rumors that Lehman Bros. may be seeking to cash out on its 
ownership. The Financial Times of London reported this past week that unnamed sources said Lehman was 
preparing to sell the company or take it public again. 

(please continue reading on page 4) 
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Are You a CMBS Borrower Seeking a Restructure? 
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(ARCHSTONE cont'd from page 2) 
That is not a decision Lehman can make on its own. As part of Archstone's financial restructuring last December, 
Bank of America and Barclays, the banks that funded Lehman's original acquisition, exchanged their $5.2 billion 
in debt for equity in the reconstituted Archstone. 
 
According to the Financial Times, the banks are pushing for an outright sale, while Lehman is preparing papers 
for a public offering. None of the three hold a controlling interest. Lehman Bros. controls about 47% of 
Archstone, Bank of America 28% and Barclays, 25%. 
 
No parties involved are talking, but when the Archstone refinancing closed last December, Lehman Bros. said: 
"With this substantial improvement to the Archstone balance sheet and liquidity profile, the debtors are well 
positioned to maximize recovery on their investments in Archstone." 
 
"The recent stock market volatility, slowing economy, paltry alternative investment yields and declining single-
family homeownership rate collectively make these multifamily assets attractive at the right price," said Chris 
Macke, senior real estate strategist for CoStar Group. "With the capital stack restructuring and improving 
multifamily sales market, sales volume up 72% from 2010, pursuit of a sale would not surprise me." 

Tweeting news live most business days, follow me 

Strong Demand, Tight Supply Strengthens Case for New Apartment 

Development 
By: Randyl Drummer 
The level of investor interest in U.S. apartment buildings exceeds most commercial properties, even commercial 
office space, as total multifamily sales volume jumped nearly 80% in the second quarter over the previous three 
months. 
 
Though just a fraction of its mid-2007 peak, the nearly $15 billion in sales in the quarter brought total investment 
for the first half of 2011 to $24.5 billion, according to CoStar Group data. 
 
The average per-unit price of apartment properties reached $88,500 in the quarter -- the highest since the third 
quarter of 2008, said CoStar Senior Real Estate Strategist Michael Cohen during the Washington, D.C.-based 
company’s Mid-Year 2011 Multifamily Review & Forecast. 
 
Meanwhile, strong renter demand continues to push down apartment vacancy rates and nudge up rents. With 
capitalization rates for existing properties compressing dramatically in some high-flying markets, some larger 
developers are starting to load up their pipelines with new product for future delivery. 
 
Top coastal markets continued to dominate sales volume in the first half of 2011, including Washington, D.C with 
$2.6 billion; Los Angeles, $2.3 billion and the San Francisco Bay Area, $2.1 billion. In Atlanta, where investors 
have sought a large number of distressed properties, sales totaled $1.3 billion in the first six months. In Phoenix, 
a housing bust market where fundamentals have picked up markedly, also logged $1.3 billion in sales. 
 
For the second quarter, the top five transaction markets were New York City, with $1.35 billion; D.C., $1.3 billion, 
Los Angeles, $1.21 billion; Atlanta, $764 million and San Francisco, $689 million. Those markets accounted for 
about 36% of all sales volume nationwide during the quarter, with CBDs and well-located submarkets seeing the 
lion’s share of deals. 
 
Institutional investors were by far the most active net apartment buyers, with net purchases of $1.6 billion on total 
acquisitions of $3.9 billion. REITs, private equity and owner/users were also net buyers, while REITs were also 
net sellers in a few markets such as Portland, Phoenix, the San Francisco Bay Area and Atlanta. 
 
Average apartment capitalization rates continued to fall in the second quarter to slightly below 7%, while weighed 
average cap rates, driven by the large high-priced transactions in prime markets, declined to 5.7%. However, cap 
rates for mid-size value-add and opportunity deals are also declining. Cap rates on smaller transactions remain 
in a holding pattern. 

http://twitter.com/mheschmeyer
mailto:rdrummer@costar.com?subject=Strong%20Demand
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Top deals in the second quarter included the acquisition of a 25% interest in a 20-property foreclosed portfolio by 
The Related Cos. from Fannie Mae for about $300 million; TIAA-CREF’s acquisition of The Corner at 200 West 
72nd St. in New York from Gotham Organization and Phillip International for $209 million, or 1.07 million per unit; 
and Canada Pension Plan Investment Board’s $84 million acquisition of a 44% interest in a 654-unit property in 
Seattle from New Tower Trust Co. 
 
As fundamentals improve, distressed apartment deals are declining as a share of total transactions -- which 
peaked at just less than 30% in 2010 -- fell to about 20% of deals in the second quarter. 

SUPPLY TIGHT NOW, BUT CONSTRUCTION STARTS ARE RISING 

Job growth has been the traditional source of apartment demand in the past. But many homeowners have 
become renters since the beginning of the housing crisis. With a growing number of young people forming 
households, competition is tightening for a diminishing supply of apartments, powering the improvement in 
apartment fundamental since 2009. 
 
CoStar forecasts total supply additions of just 30,000 units in the 54 largest markets in 2011, just one-third of the 
pre-recession average of apartment delivered between 2003 and 2008. However, multifamily construction starts 
are starting to tick up. Builders pulled permits for more than 70,000 units in the first two quarters of 2011, 
suggesting a rise in completions in coming years, particularly in the 2013-2015 time period, Cohen said. 
 
"It’s worth paying attention to the supply front," Cohen said. "This is where I think the apartment market could be 
a victim of its own success. While we are forecasting below-average annual supply growth, we need to monitor 
the permitting data and the starts data." 
 
Real estate investment trusts have moved forward aggressively in development planning, the national 
institutional players, have moved with their development programs. 
 
Developers may find a compelling case for new construction if they can build apartments at for example a 7% 
capitalization rate in high-barrier coastal markets where buyer cap rates for existing properties have fallen below 
5%. 

VACANCIES, RENT CONCESSIONS CONTINUE TO DECLINE 

Renter demand, while not at the outsized levels of 2010, remains very strong across the board, led by the fast-
growing southern metros and the rebound in Detroit. Demand growth equaled about 66,000 units in the first half 
compared to the extraordinary increase of 105,000 units in the first six months of 2010, which was the strongest 
since 2005. However, the 45,000 units absorbed in the most recent quarter was more than the absorption of the 
two previous quarters combined, Cohen noted. 
 
Vacancies across the largest CoStar markets dropped another 30 basis points in the second quarter, with the 
national vacancy rate now slightly below 7%. The national rate has plunged since peaking in fourth-quarter 2009 
at 8.3%. 
Of the 54 largest CoStar metros, 49 saw vacancy declines. Detroit, where the auto industry is experiencing 
renewal, now sits at 8.6% vacancy, a 335-basis-point decrease from a year ago. Austin, San Antonio and 
Charlotte also saw significant declines, and tight supply brought surprisingly strong gains in Kansas City. 
 
On the other end, the high-flying Washington, D.C./Northern Virginia/Maryland metro actually saw vacancies rise 
about 45 bps, finishing the quarter at 6.7% due to the softening job market, though the D.C. vacancy rate is still 
down a half percentage point from its 2009 peak. 
 
The limited supply of Class A and B product continued to generate the keenest demand, resulting in fewer rent 
concessions and strong effective rent growth in 2011. While still above their average in housing challenged 
markets like Orlando and Las Vegas, concessions have fallen below their historical averages this year in 
tightening metros such as Denver and Raleigh, NC. 
 
San Jose, CA expects a healthy 12% rent growth in 2011, followed by supply constrained San Francisco at 
7.9%. Boston, Honolulu and New York round out the top five, followed closely by Stamford, CT, Austin, East San 
Francisco Bay, Long Island, NY and Seattle. 
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Bank Owned Auction 

 

Deutsche Bank Sweetens Credit Protection To Woo CMBS Investors 
Who's afraid of volatile markets and CMBS ratings uncertainties? Not it appears Deutsche Bank AG and UBS 
AG, which went to market with a $1.4 billion CMBS offering, including the first publicly offered portion in four 
years. 
 
An affiliate of Deutsche Bank AG brought to market DBUBS 2011-LC3 a commercial mortgage backed securities 
(CMBS) backed by 43 commercial mortgages secured by 64 properties. The deal has two components with one 
set being secured on a standalone basis by a $310 million loan on Providence Place Mall. Providence Place Mall 
is a 1.3 million-square-foot, super-regional mall in Providence, RI, owned by affiliates of General Growth 
Properties. 
 
The DBUBS 2011-LC3 transaction included a Fitch-rated 'AAAsf' super-senior class with 30% credit 
enhancement. This level is significantly above the 21% credit enhancement supporting the junior-senior class 
also rated 'AAAsf' by the agency and far above the 17% to 18% that had been the norm to win an AAA credit 
rating this year. 
 
The extra credit protection is the best offered in any deal this year. It also comes on the heels last month of 
Standard & Poor's failure to deliver a rating on a $1.5 billion issue from Goldman Sachs Group Inc. and Citigroup 
Inc., which sent the CMBS markets into a tailspin and forced cancellation of that deal. 
 
However, says Fitch Ratings, the re-emergence of this so-called "super senior structure" has helped reinvigorate 
the long-dormant debate among market participants whether dividing an 'AAA' class into multiple layers is an 
asset or hindrance to a transaction. 

http://bit.ly/ncnxWH


 

 

  BANKRUPTCY AUCTION 

 GA Keen Realty Advisors 

 

T: 646-381-9222 

 

F: 646-381-9246 

 

greatamerican.com/keen 

 

For Additional Information Including Lease Documents, Please Visit www.greatamerican.com/keen 

 

SUBJECT TO TRUSTEE AND BANKRUPTCY COURT APPROVAL 

PRIME RETAIL LEASEHOLD OPPORTUNITIES AVAILABLE NATIONWIDE  
RANGING FROM 1,600+ TO 5,000+ SQ. FT. 

Bid Deadline: August 24, 2011 
Auction Date: August 26, 2011 

Disclaimer: All information is from the client and/or other 
sources deemed reliable and has not been independently 
verified.  No representation, warranty or guarantee, 
expressed or implied or by operation of law, is made as to 
the accuracy, reliability, or completeness of this 
information.  This material is submitted subject to errors, 
omissions, changes, prior sales, or withdrawals without 
notice.  All transactions and Great American Group Real 
Estate LLC’s retention are subject to Trustee and 
bankruptcy court approval. 

 

Immediate Action Required! 
Offers May Be  

Considered Prior to Auction! 

Store 
No. 

Shopping Center / 
Address  City  ST  Size (SF) 

Lease 
Expiration  Options 

Annual Base 
Rent PSF 

8  Pine Hill Inn   Carmel  CA  2,742  12/31/2018  n/a  $86.89 

30  7643‐7645 Girard Avenue  La Jolla  CA  2,294  2/29/2020  1x5  $38.40 

7  3228 Sacramento Street   San Francisco  CA  3,200  12/31/2017  n/a  $57.40 

31  471 N. Robertson Blvd   West Hollywood  CA  2,270  7/31/2020  1x5  $61.20 

21  601 South Broadway   Denver  CO  3,520  10/31/2011  n/a  $24.04 

22  40 East Elm Street   Greenwich  CT  2,000  7/31/2012  1x5  $59.01 

15  Playhouse Square Center   Westport  CT  2,150  11/30/2013  n/a  $61.51 

4  721 Miami Circle   Atlanta  GA  4,024  7/31/2014  n/a  $35.58 

28  660 & 670 N. Wabash   Chicago  IL  2,622  2/28/2020  1x5  $60.00 

5  996 Green Bay Road   Winnetka  IL  1,600  3/31/2016  n/a  $43.75 

2  111A Newbury Street   Boston  MA  2,250  7/31/2015  2x5  $96.66 

17  Wildwood Center  Bethesda  MD  2,296  7/8/2014  n/a  $70.72 

25  279 King Street   Charleston  NC  3,523  3/31/2018  2x5  $31.32 

13  344‐348 Millburn Avenue   Millburn  NJ  5,000  5/31/2015  1x5  $21.25 

26  Palmer Square   Princeton  NJ  2,226  4/30/2019  n/a  $45.62 

24  105 Broad Street   Red Bank  NJ  2,353  1/10/2018  1x5  $46.75 

27  1677 Northern Blvd.  Manhasset  NY  1,860  6/30/2019  2x5  $61.60 

20  979 Third Avenue   New York  NY  2,000  11/30/2012  n/a  $144.00 

14  Suburban Square Center  Ardmore  PA  2,000  11/30/2013  1x5  $55.00 

6  1525 HiLine Drive   Dallas  TX  3,390  8/15/2012  1x5  $19.10 

29  4003 Westheimer   Houston  TX  2,777  3/31/2020  2x5  $47.00 

23  Fairfax Square  Vienna  VA  4,096  5/31/2018  n/a  $40.00 

WAREHOUSE LOCATIONS ALSO AVAILABLE  
(**Enterprise Ave. Lease Allows for 2,700 Sq. Ft. “Warehouse Outlet”) 

WH  180 Seaview Drive   Secaucus  NJ  18,810  3/31/2012 
Month‐to‐
Month  $12.00 

WH  **40 Enterprise Ave.  Secaucus  NJ  38,720  2/28/2012  2x5  $8.48 

Chapter 7 Trustee 
Steven P. Kartzman, Esq., Mellinger, Sanders & Kartzman, LLC 

 
Attorney for Chapter 7 Trustee 

Michael E. Holt, Forman Holt Eliades & Ravin LLC 

http://bit.ly/p4gSgI
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"On the one hand, super-senior structures afford an investor extra credit protection against even the most severe 
stress scenarios," said Fitch Group Managing Director Huxley Somerville. "On the other hand, junior-senior 
bonds have higher 'loss-given-default' risk than if the two senior classes were recombined into one." 
 
In the case of the DBUBS 2011-LC3, the agency was comfortable with a 9.125% thick junior 'AAAsf' class since 
the nearly 21% credit enhancement below the 'AAAsf' classes exceeded Fitch Ratings' 'AAAsf' threshold of 
18.125%. The nearly 3% cushion reduced the senior class' probability of default to a level that offsets the higher 
loss severity exposure, the ratings agency said. 

HIGHLIGHTS OF THE DEAL 

The transaction is highly concentrated. The three and 10 largest loans account for 29.8% and 63.1% of the pool, 
respectively. 
 
The transaction also has a hotel concentration of 22.3%, the highest among 2011 transactions. The second and 
fourth largest loans in the pool are secured by hotels. Overall though, office properties represent the highest 
concentration of the pool at 38.6% and retail properties represent 24.1%. This reflects above-average pool 
diversity by property type compared to recent conduit transactions. 

ADDITIONAL LARGE PROPERTY LOAN 

A $164.5 million loan secured by Three Allen Center, a 1.2 million-square-foot office property in Houston, TX. 
The loan is sponsored by TRZ Holdings LLC, a joint venture between Brookfield Office Properties, The 
Blackstone Group and various limited partners. 
 
A $140 million loan secured by a Times Square hotel portfolio of two 244-key limited-service hotels in New York, 
NY. The loan proceeds are being used for the acquisition of The Four Points by Sheraton Times Square Midtown 
and the refinancing of The Fairfield Inn & Suites by Marriott Times Square South. The purchase price of the Four 
Points is approximately $112 million and the Fairfield Inn & Suites has existing debt in the amount of $56.3 
million. The loan has a five-year term and is on an initial 1-year interest-only period followed by a 30-year 
amortization schedule. The loan sponsor is Nobert Gehr. 
 
A $112 million loan secured by Quadrus Office Park, a 20.4 acre, 206,464-square-foot, eight-building office 
campus on Sand Hill Road in Menlo Park, CA. The property was 78.3% leased as of June 1, 2011. The 
sponsors, Henry J. Kaiser Family Foundation, Public Sector Pension Investment Board, and Divco West Real 
Estate Services, are planning on renovating the one vacant building and constructing an additional 8,750-
square-foot building on a vacant land parcel that will be part of the loan collateral. 

Tweeting news live most business days, follow me 

Feds Exploring New Options for Growing Housing REO Portfolio 
With an inventory of more than 217,000 foreclosed homes in their portfolios at the end of June, government 
housing agencies are looking for ways to speed up their disposal and lessen the pressure on housing values 
across the country. Among concepts the feds are considering are pooling some of the assets into rental 
properties. 
 
The Federal Housing Finance Agency (FHFA), in consultation with the U.S. Department of the Treasury and 
Department of Housing and Urban Development (HUD), issued a Request For Information (RFI), seeking input 
on new options for selling single-family real estate owned (REO) properties held by Fannie Mae and Freddie Mac 
(the Enterprises), and the Federal Housing Administration (FHA). 
 
The RFI's objective is to help address current and future REO inventory. It will explore alternatives for 
maximizing value to taxpayers and increasing private investment in the housing market, including approaches 
that support rental and affordable housing needs. 
 
"While the Enterprises will continue to market individual REO properties for sale, FHFA and the enterprises seek 
input on possible pooling of REO properties in situations where such pooling, combined with private 

http://twitter.com/mheschmeyer
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management, may reduce enterprise credit losses and help stabilize neighborhoods and home values," said 
FHFA Acting Director Edward J. DeMarco. "Partnerships involving enterprise properties may reduce taxpayer 
losses and meet the enterprises' responsibility to bring stability and liquidity to housing markets. We seek input 
on these important questions." 
 
"As we continue moving forward on housing finance reform, it's critical that we support the process of repair and 
recovery in the housing market," said Treasury Secretary Tim Geithner. "Exploring new options for selling these 
foreclosed properties will help expand access to affordable rental housing, promote private investment in local 
housing markets, and support neighborhood and home price stability." 
 
"With half of all renters spending more than a third of their income on housing and a quarter spending more than 
half, we have to find and promote new ways to alleviate the strain on the affordable rental market," said HUD 
Secretary Shaun Donovan. "Taking steps to encourage private investment in REO properties and transition them 
into productive use will help stabilize neighborhoods and home values at a critical time for our economy." 
 
The RFI calls for approaches that achieve the following objectives: 

 Reduce the REO portfolios of the enterprises and FHA in a cost-effective manner; 

 Reduce average loan loss severities to the enterprises and FHA relative to individual distressed property 
sales; 

 Address property repair and rehabilitation needs; 

 Assist in neighborhood and home price stabilization efforts; and 

 Suggest analytic approaches to determine the appropriate disposition strategy for individual properties, 
whether sale, rental, or, in certain instances, demolition. 

 
Proposed strategies, transactions, and venture structures may also include: 

 Programs for previous homeowners to rent properties or for current renters to become owners (lease-to-
own); 

 Strategies through which REO assets could be used to support markets with a strong demand for rental 
units and a substantial volume of REO; 

 A mechanism for private owners of REO inventory to eventually participate in the transactions; and 

 Support for affordable housing. 
 
Responses for the requests for information are due by Sept. 15. 

Tweeting news live most business days, follow me 

Farkas Expands Special Servicing Portfolio with Acquisition of JER 
Standard & Poor's Ratings Services withdrew its "strong" commercial special servicer ranking on J.E. Robert Co. 
Inc. following C-III Asset Management's acquisition of its servicing and collateralized debt obligation (CDO) 
portfolios. 
 
In addition to the 17 current active special servicing contracts it acquired from JER, C-III has acquired all of the 
staff at JER that was associated with its special servicing and CDO manager assignments. 
 
JER Partners is engaged as special servicer on loan pools in excess of $40 billion, of which more billion $4 
billion is distressed and under active management. Through its activities, JER controls about 38 repossessed 
properties and acts as receiver on another 31. 
 
Standard & Poor's commercial servicer rankings on C-III are unaffected by the transaction. 
 
C-III Asset Management is a wholly owned subsidiary of Andrew L. Farkas' C-III Capital Partners. Prior to the 
deal for JER, C-III was named special servicer for approximately $127 billion of commercial real estate loans. 
 
C-III is ranked "above average" as a commercial loan servicer and "strong" as a commercial special servicer. 
 
In June, C-III Capital agreed to acquire brokerage firm NAI Global. 

http://twitter.com/mheschmeyer


 

THE WATCH LIST NEWSLETTER 9 

 

 
NAI Global manages a network of 5,000 commercial real estate professionals and 350 offices in 55 countries. 
NAI-affiliated firms complete over $45 billion in transactions in a typical year, and manage more than 300 million 
square feet of commercial space worldwide. 

Tweeting news live most business days, follow me 

CalPERS Earmarks $200 Mil. for Fledgling CRE Managers 
The California Public Employees' Retirement System (CalPERS) approved a new $200 million program for 
emerging real estate managers who have less than $1 billion of assets under management. 
 
CalPERS will seek managers who have no more than three prior commingled funds or separate account 
investment vehicles. The pension fund will select from its current team of seasoned investment managers to 
oversee the selection of new managers, provide mentoring, and back office support. The program will focus on 
managers and assets in urban California markets. 
 
Approximately 20 to 50 firms are in the universe of emerging managers who might qualify for the new program, 
according to Crosswater Realty Advisors, which assisted CalPERS in research, design and development of the 
program. 
 
"The Emerging Manager Program is another positive step in restructuring the real estate portfolio. This program 
will give us several new features including clearly-defined program parameters to provide appropriate and 
necessary support for emerging managers," said George Diehr, investment committee chair for CalPERS. 
 
The term of the new program will be five years. CalPERS will review the progress and outcome of the program 
after two years. 

Tweeting news live most business days, follow me 

Facing Insolvency, Postal Service Looks To Cut 220,000 Jobs 
With a Congress in a mood to cut spending, the U.S. Postal Service is seeking legislative changes to allow it to 
cut up to 220,000 positions. 
 
The U.S. Postal Service ended its third quarter of fiscal year (FY) 2011 with a net loss of $3.1 billion, compared 
to a net loss of $3.5 billion for the same period in FY 2010. Total mail volume declined to 39.8 billion pieces for 
the quarter, compared to 40.9 billion pieces in the third quarter of FY 2010. 
 
At this rate, the Postal Service will be insolvent next month. 
 
To return to financial stability, the Postal Service is seeking legislative action to allow it to: 

 Adjust the size of its workforce to match operational needs and the changing marketplace, 

 Establish its own health benefits program, and 

 Administer its own retirement system. 
 
In a white paper examining workforce optimization, the Postal Service it is facing the equivalent of Chapter 11 
bankruptcy and the need to reorganize. 
 
In response to the continuing decline in mail volume and revenue, the Postal Service already has taken 
unprecedented steps over the past decade to reduce cost in areas within its control, including cost reductions 
totaling $12 billion in the past four fiscal years. 
 
It has proposed a number of additional steps including fewer delivery routes, more efficient usage of vehicles 
and fuel, urging Congress to allow 5-day delivery, put 3,700 more postal facilities under review for potential 
closure and reducing its processing facilities from 500 to 200. 
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The latest news though is the most eye-popping. The Postal Service says it can afford a total workforce by 2015 
of 425,000 – that would mean the elimination of 220,000 positions. 
 
However, the collective bargaining agreements between the Postal Service and our unionized employees 
contain layoff restrictions that make it impossible to reduce the size of our workforce by the amount required by 
2015. Thus the need for legislatively statutory changes. 
 
The postal service also wants to take control of its health benefit and pension costs which, combined, comprise 
one-third of its total labor costs. This also would require legislative change. 
 
Postal Service first discusses its proposal to establish its own health benefits program, and 

Tweeting news live most business days, follow me 

Capmark Fails To Cut a Deal for its $8 Bil. Bank; Will Sell Apt Tax Credits 
Capmark Financial Group Inc. has called off talks to sell Capmark Bank, its wholly owned commercial real estate 
lending subsidiary based in the Salt Lake City metro area. 
 
Formed in 2003, Capmark Bank with $8 billion in assets funds loans secured by commercial and multifamily real 
estate properties throughout the U.S. In addition, the bank provides trust services to commercial real estate 
mortgage servicers. 
 
Capmark Financial had recently engaged in extensive negotiations with an undisclosed third party regarding the 
potential sale of a controlling interest in its Capmark Bank. However, it was unable to reach any agreement and 
negotiations have terminated due to general market conditions, Capmark Financial said in a released statement. 
 
Capmark Financial and certain of its debtor subsidiaries have filed a joint plan of reorganization with the U.S. 
Bankruptcy Court for the District of for which a hearing is scheduled this week. 
 
The termination of the discussions to sell Capmark Bank does not affect the timing of the plan or reorganization 
or the estimated recoveries provided for therein. 
 
Of its assets, Capmark Bank lists holding $3.8 billion in commercial real estate related loans as of June 30, 
2011. Of that amount, $655 million was listed as seriously delinquent or in nonaccrual status. It also listed 
holding $180 million in foreclosed commercial real estate properties. 
 
Separately last week, the bankruptcy court approved Capmark Financial's efforts to sell off its remaining federal 
low-income housing tax credit portfolio at an auction next month with an opening bid of $92.7 million for $2.4 
billion investments in affordable apartments. 

Tweeting news live most business days, follow me 

Heavy in Property, Low in Cash, First National Bank of Olathe Fails 
With about 19% of its assets listed as foreclosed properties, the Office of the comptroller of the Currency closed 
The First National Bank of Olathe in Olathe, KS, this past weekend and appointed the FDIC as receiver. 
 
The FDIC then entered into a purchase and assumption agreement with Enterprise Bank & Trust of Clayton, MO, 
to take over the bank and its six branches. 
 
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 incurred losses that depleted its capital, the 
bank was critically undercapitalized, and there was no reasonable prospect that the bank could become 
adequately capitalized without federal assistance. 
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As of June 30, 2011, First National Bank of Olathe had approximately $538.1 million in total assets of which $74 
million was foreclosed construction and development projects and another $24 million was commercial real 
estate. 
 
In addition, First National Bank of Olathe reported another $47.7 million in delinquent construction and 
development loans and another $15.4 million in delinquent commercial real estate loans. 
 
Enterprise Bank & Trust will pay the FDIC a premium of 1.5% to assume all of the deposits of First National Bank 
of Olathe. In addition, Enterprise Bank agreed to purchase essentially all of the assets. 
 
The FDIC and Enterprise Bank & Trust entered into a loss-share transaction on $419.6 million of First National 
 
The FDIC estimates that the cost to its Deposit Insurance Fund (DIF) will be $116.6 million. 
 
Bank of Olathe was the 64th FDIC-insured institution to fail in the nation this year, and the first in Kansas. 
 
The acquisition continues Enterprise Bank's efforts to expand its presence outside of the St. Louis area across 
the state in Kansas City. This is its third acquisition in the Kansas City market in the past four years. 

Tweeting news live most business days, follow me 

Feds Give Bank of Eastern Shore 60-Day Warning 
Judged to be undercapitalized, the Federal Reserve Board has given Bank of the Eastern Shore in Cambridge, 
MD, 60 days to come up with new capital or agree to a merger or face stricter federal action. 
 
From Dec. 31, 2010, to June 30, 2011, the bank has lost $3.189 million and its equity capital has declined from 
$10.886 million to $7.651 million. 
 
Also up until now, the bank has failed to file an acceptable capital restoration plan, according to the Federal 
Reserve. 
 
As of June 30, Bank of the Eastern Shore reported $181 million in assets. About 42% of its assets were loans 
secured by multifamily and nonresidential commercial real estate. 

Tweeting news live most business days, follow me 

Suffolk Bancorp Faces More Problems over Loan Loss Allowances 
Following the stock market close on Monday, the $1.6 billion Suffolk Bancorp announced that it received a letter 
from NASDAQ that it was not in compliance with listing rules due to delays in filing its quarterly reports this year. 
 
Previously, NASDAQ had granted Suffolk an exception until the end of the month to file its delinquent quarterly 
report for the first quarter. 
 
As a result of this additional delinquency, Suffolk must submit an update to its original plan to regain compliance 
with respect to the filing requirement. 
 
Suffolk Bancorp is a one-bank holding company engaged in the commercial banking business through the 
Suffolk County National Bank, a full service commercial bank headquartered in Riverhead, NY, that operates 30 
branches. 
 
While the parent company has not filed quarterly statements, Suffolk County National Bank reported losing $12.8 
million in the first quarter of this year and that same amount again in the second quarter. The losses follow 
consecutive years of reporting profitability. 
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However, Suffolk Bancorp concluded last week that its previously issued financial statements for 2010 "should 
no longer be relied upon due to an understatement of its allowance for loan losses." 
 
As of June 30, Suffolk County National Bank held $522 million in construction and development loans and 
commercial real estate loans. 

Tweeting news live most business days, follow me 

Sabal Buys $212 Bank Loan Portfolio 
Sabal Financial Group LP, in Newport Beach, CA, acquired a $212 million portfolio from a major Midwest retail 
bank. The portfolio includes more than 100 loans, both performing and non-performing, and is primarily secured 
by retail, office and industrial properties and land. A minority percentage of the loan pool consists of residential 
real estate loans. 
 
The portfolio is heavily concentrated in Wisconsin, Illinois and Florida and is representative of the increasing 
number of loan portfolios that banks are looking to offload in an effort to correct their balance sheets. 
 
"We are currently responding to an influx of asset valuation assignments and loan portfolio acquisition 
opportunities," said R. Patterson ("Pat") Jackson, CEO of Sabal Financial Group. "This particular acquisition 
extends our presence in both the Midwest and Southeastern United States." 
 
Sabal Financial Group, formerly Milestone Asset Resolution Co is responsible for loan servicing and asset 
management of the portfolio. 

Tweeting news live most business days, follow me 

$1.6 Bil. in CMBS Loans Being Modified Each Month 
Modifications of the commercial real estate loans that back U.S .commercial mortgage backed securities (CMBS) 
continued at a steady pace in the second quarter of 2011, according to the latest CMBS and commercial real 
estate (CRE) CDO surveillance review from Moody's Investors Service. 
 
Over the last few years, diligent servicing and a more positive refinancing environment have led to the resolution 
of a number of performing loans in special servicing. In many of these cases, proactive borrowers had requested 
modifications in an attempt to prevent default. 
 
"As a result, the proportion of non-performing assets in special servicing has grown. But we still expect quicker 
resolutions of performing loans and for fewer performing loans to enter special servicing, on a rebound in 
commercial lending, a favorable interest rate environment, and strengthening real estate fundamentals," says 
Michael Gerdes, Moody's managing director. 
 
Loan modifications occurred at a steady pace in the second quarter, averaging 32 loans and $1.6 billion a 
month. Most modifications consisted of "combination" strategies, such as extensions combined with principal 
write-offs, but servicers' workout strategies have evolved. 
 
"Basic maturity extensions are becoming just one component in an overall more complex loan modification 
process," Gerdes said. "We're seeing an increase in the use of A/B note splits or 'Hope' notes, and reductions to 
interest rates in conjunction with other strategies, especially for larger loans. But many of these strategies are 
resulting in interest shortfalls." 

Tweeting news live most business days, follow me 
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Jobs Won't Grow Fast Enough Thru 2012 
The odds of a renewed recession over the next 12 months, already one in three, will increase if stock prices 
continue to fall, says Moody's Analytics' chief economist Mark Zandi. 
 
"The U.S. economy needs to grow 2.5% to 3% per year to add jobs fast enough to keep the unemployment rate 
stable. This will not happen soon," Zandi said. "Employers will have added about 1.25 million jobs between the 
fourth quarters of 2010 and 2011, and 2 million more by the fourth quarter of 2012. By then, U.S. employment 
will still total some 1 million less than expected." 
 
Although it remains likely that the recovery will continue, Moody's Analytics' near-term economic outlook is 
significantly weaker than it was just a month ago. 
 
According to a new report from Zandi, as 2011 began, the recovery appeared healthy and ready to become self-
sustaining. Job growth was strong, unemployment was falling, and income and consumer spending were 
accelerating. 
 
A string of shocks through the spring and summer undermined business, consumer and investor confidence. 
Surging gasoline and food prices and fallout from the Japanese quake hurt badly in the spring; more recently, 
the debt-ceiling issues and a revived European debt crisis have been especially disconcerting. 
 
Real GDP is now expected to expand at an annualized rate near 2% during the second half of 2011, and just 
over 3% next year. Previously, Moody's Analytics had projected GDP growth at 3.5% during the second half of 
this year and through 2012. 

Tweeting news live most business days, follow me 

Lease Down & Lease Cancellations 
MCG Capital Corp. in Arlington, VA, is restructuring its business to simplify the organizational structure and 
reduce annual operating expenses. It plans to reduce its workforce by 42%, including 22 current employees and 
five recent terminations. After affecting the plan, the company's headcount will be 36 employees. MCG estimates 
that the aggregate charges associated with the plan will be approximately $4.3 million to $4.5 million, all of which 
will be incurred during the remainder of fiscal 2011. 
 
VeriSign formally exercised its option to terminate its lease of space at the Lakeside at Loudoun Tech a three 
building complex at 21345-55 Ridgetop Circle in Dulles, VA. The termination is effective in November 2012. 
VeriSign leases a total of 140,700 square feet at the complex from affiliates of Tishman Speyer. 
 
Sbarro Inc. and its domestic subsidiaries filed a Joint plan of reorganization and with the U.S. Bankruptcy Court 
for the Southern District of New York. Under the terms of the proposed plan, Sbarro expects to reduce its debt by 
approximately 73%, or $295 million (from approximately $405 million to $110 million, plus any amounts funded 
under a new money term loan facility. Upon emergence from the Chapter 11 process, Sbarro's prepetition first 
lien lenders would own substantially all of the company's equity. Based in Melville, NY, Sbarro's has more than 
1,000 restaurants in more than 40 countries. As part of its bankruptcy filing, Sbarro's has asked this past month 
to have the leases cancelled on several restaurants. 
 
Company Address Landlord Notes 

Sbarro 
Inc. 622 Brookwood Village, Birmingham, AL Colonial Realty LP Orig. Exp: 12/31/2011   

Sbarro 
Inc. 20505 S. Dixie Highway, Miami, FL 

The Edward J. DeBartolo 
Corp. Orig. Exp: 8/31/2012   

Sbarro 
Inc. 136-17 39th Ave., Flushing, NY F&T Int’l LLC Orig. Exp: 3/31/2018   

Sbarro 
Inc. 415 Broadway (Canal Street), New York, NY Gemini 415 LLC Orig. Exp: 2/28/2019   

Sbarro 
Inc. 13331 Preston Road. Dallas, TX La Salle Street Fund Orig. Exp: 12/31/2019   
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Company Address Landlord Notes 

Sbarro 
Inc. Shops on the Square, Charlotte, NC Granyette Inc. Orig. Exp: 1/31/2014 

Sbarro 
Inc. 5320 Kirkman Road, Kirkman, FL Crossman & Co. Orig. Exp: 4/30/2016 

Sbarro 
Inc. Rout 4 & 7, Rutland, VT Gemini Property Management Orig. Exp: 9/30/2015 

Sbarro 
Inc. 4314 Milan Road, Sandusky, OH Sandusky Mall Orig. Exp: 3/31/2017 

Sbarro 
Inc. 137 Spotsylvania Mall, Fredericksburg, VA Spotsylvania Mall Co. Orig. Exp: 8/1/2017 

Sbarro 
Inc. 208 Greenspoint Mall, Houston, TX GPM Houston Properties Ltd. Orig. Exp: 1/31/2012 

Tweeting news live most business days, follow me 

Upcoming Corporate Downsizings & Facility Closures 

Company Address City State 

Closure 
or 
Layoff 

No. 
Impacted 

Impact 
Date 

1-800 Flowers.com 700 Hicksville Road Bethpage NY Closure 47 9/30/2011 

Sheltered Workshop for 
the Disabled 200 Court St. Binghamton NY Closure 137 9/28/2011 

Able Industries 200 Court St. Binghamton NY Closure 32 9/28/2011 

Joseph S. Mattina 
Community Health 
Center 300 Niagara S. Buffalo NY Closure 51 11/1/2011 

Peninsula Hospital 
Center 51-15 Beach Channel Drive 

Far 
Rockaway NY Closure 879 10/25/2011 

Kmart Store #7188 744 S. Meadow St. Ithaca NY Closure 61 10/16/2011 

Asia De Cuba 
Restaurant - Morgans 
Hotel Group 237 Madison Ave. New York NY Closure 98 10/13/2011 

Maximus 30 Broad St., 18th Floor New York NY 
Potential 
Closure 95 - 307 9/30/2011 

The Sports Club Co. 45 Rockefeller Plaza New York NY Closure 119 9/30/2011 

In the Arena Show/CNN One Time Warner Center New York NY Closure 29 10/10/2011 

Bialystoker Center for 
Nursing and 
Rehabilitation 228 E. Broadway New York NY Closure 79 10/25/2011 

Pfizer Inc. 401 N. Middletown Road Pearl River NY Layoff 56 10/31/2011 

Atlantic Detroit Diesel-
Allison 

3025 Veterans Memorial 
Highway Ronkonkoma NY Closure 24 11/4/2011 

Pfizer 2011-0012 Academy St. Rouses Point NY Closure 51 12/31/2013 

West Valley 
Environmental Services, 
LLC (WVES) 

10282 Rock Springs Road, 
9030 Route 219, West Valley NY Layoff 257, 65 8/28/2011 

Prestige Maintenance 
USA Target Department 
Store #1139 999 Corporate Drive Westbury NY Closure 6 10/1/2011 

Kmart 1058 Milwaukee Ave. Burlington WI Closure 55 11/6/2011 

Eagle Systems & 
Services 2105 S. 8th Ave. Fort McCoy WI Layoff 115 9/2/2011 

Thilmany (International 
Converter) 600 Thilmany Road Kaukauna WI Closure 100 9/30/2011 
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Loans and Properties Under Surveillance 

 

Watch List: More of the Summers Biggest Losers 

Property Address 
Property 
Type; Size 

Beg. Bal. At 
Liquidation 

Realized 
Loss 

Loss 
% CMBS 

Loss 
Date 

Residence 
Inn 

2681 Jefferson 
St., Norman, OK Hotel; 126 $9,900,000 $7,002,826 71% WBCMT06C28 6/17/2011 

Inverness 
Commons 

5416 E. 
Baseline Road 
& 5222 E. 
Baseline Road, 
Mesa & Gilbert, 
AZ 

Office; 
126,899 $13,736,927 $8,806,614 64% WBCMT06C28 6/17/2011 

Town and 
Country 
Center 

1901 and 2001 
Cliff Road E, 
Burnsville, MN 

Retail; 
110,102 $9,340,000 $5,313,432 57% BSC07PWR16 8/12/2011 

Pendleton 
Shopping 
Center 

3025 W US 
Highway 36, 
Pendleton, IN 

Retail; 
20,993 $2,983,982 $1,631,144 55% BSC07PWR15 7/11/2011 

Shoppes at 
Lee Road 

1064 Lee Road, 
Orlando, FL 

Retail; 
22,800 $4,864,114 $2,643,263 54% BSC07PWR18 6/13/2011 

The Retreat 
Apartments 

3475 
Pleasantdale 
Road, Doraville, 
GA 

Multifamily; 
226 $7,251,576 $3,838,007 53% WBCMT06C25 6/17/2011 
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World 
Market 
Center II 

Northeast 
Corner of W. 
Bonneville 
Avenue & I-15, 
Las Vegas, NV 

Other; 
1,431,510 $145,000,000 $71,927,526 50% BSC07PWR15 6/13/2011 

Weatherly 
Apartments 

1700 Weatherly 
Drive, Stone 
Mountain, GA 

Multifamily; 
224 $6,407,853 $3,154,476 49% WBCMT06C25 6/17/2011 

Boulevard 
Walk 

6330 
Lawrenceville 
Highway 29, 
Tucker, GA 

Retail; 
32,302 $2,216,389 $1,044,315 47% BSCM07TOP26 6/13/2011 

788 
Fairview 

788 Fairview 
Drive, Carson 
City, NV 

Office; 
30,000 $2,256,546 $1,022,790 45% WBCMT06C29 7/15/2011 

Wingate Inn 

800 Corporate 
Ridge Drive, 
Birmingham, AL Hotel; 100 $3,673,797 $1,080,481 29% WBCMT06C29 6/17/2011 

River Ranch 
Apartments 

6152 W. 
Oakland St., 
Chandler, AZ 

Multifamily; 
186 $14,050,000 $3,223,117 23% WBCMT06C29 6/17/2011 

Viad 
Corporate 
Center 

1850 N. Central 
Ave., Phoenix, 
AZ 

Office; 
476,424 $65,000,000 $9,000,000 14% BSCM07TOP26 6/13/2011 

CoStar Group Launches Powerful New iPad App, CoStarGo 
CoStar Group has launched CoStarGo, a powerful new iPad app. For the first time, CRE professionals will be 
able to access CoStar's extensive property and market data, sales comparables and tenant information in a 
dynamic mobile interface wherever they are. Speed, mobility and efficiency are the key benefits of CoStarGo. 
 
CoStarGo is available for download at the Apple App Store at no charge to subscribers of CoStar's professional 
suite of online products -- CoStar Property Professional(R), CoStar Tenant and CoStar COMPS. 
CoStar provides unmatched local market insight and nation-wide coverage, supported by the industry's largest 
research organization. 
 
Incorporating the iPad's renowned location-aware functionality, CoStarGo instantly presents information about 
properties around the user's current location from the moment it is turned on. Real estate professionals can drill-
down and find extensive details on commercial real estate including lease, sale and tenant information. Users 
can also access saved surveys, review information on the spot with clients, email reports from the field, or print 
them to a local FedEx Office store nearby. 
 
CoStarGo allows users to: 

 Identify buildings for sale and sales comps, and use an integrated financial calculator to quickly quantify 
a prospective deal. 

 Analyze markets by occupancy, absorption, rental rates and leasing activity and other key benchmarks 
for market and submarket comparisons. 

 Find available space for lease and recent lease deals with square footage, rents, building contacts and 
floor plans. 

 Look up detailed tenant information, including lease expirations and contact information, displayed in a 
stacking plan. 

 Access demographics, including location-specific data on population, income, employment, spending 
and more. 

 Call, email or use Apple's FaceTime video conference capabilities with key players, including other 
agents, landlords, principals and prospects. 

 
Learn more about CoStarGo at CoStarGo.com. 

http://bit.ly/pLlPrX

