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Bank Annual Reports: 

Treasure Maps to $700 Mil. in Distressed CRE Assets 
Bank Holding Companies with $9 Bil in Assets Report "Going Concern" Doubts 

While the Federal Deposit Insurance Corp. (FDIC) doesn't reveal the identities of banks listed on its "Problem 
List" of institutions -- ones that the FDIC determines pose a greater risk of loss to its deposit insurance fund -- 
there is nothing stopping the problem banks' parent companies from identifying themselves.  
 
In a study of annual reports filed by bank holding companies in the first quarter of this year, CoStar Group found 
15 firms that reported there were substantial doubts about their abilities to continue as going concerns. 
 
Top among the reasons cited by the banks for issuing the warning to their investors was eroding capital positions 
and the inability to raise additional capital. Most of the companies also indicated that they or their banks were 
operating under formal written agreements with federal bank regulators to boost capital. 
 
The 15 holding companies controlled 30 banks with total combined assets of $9 billion at year-end. Almost 38% 
of those assets were tied to commercial real estate loans. Seventeen of the banks reported that from more than 
half to as much as 84% of their lending activity was CRE related. Two banks on the list were based in Nevada; 
Bank of Las Vegas, which reported that 84% of its total loans went for commercial real estate; and 1st 
Commerce Bank in North Las Vegas, which reported that 83% of its loans were CRE related. 
 
The 30 banks together reported holding more than $700 million in seriously delinquent CRE loans and 
foreclosed commercial properties on their books at year-end 2011. Michigan Commerce Bank in Ann Arbor 
reported the highest total with $98.5 million. It also reported the highest CRE loan total with $413 million. 
 
By percentages, the two Nevada based banks reported the highest ratio of distressed CRE assets to total 
assets; 24% for 1st Commerce Bank and 23% for Bank of Las Vegas. 
 
Two banks in the group of 30 reported total assets of more than $1 billion at year-end: First Mariner Bank in 
Baltimore, MD, ($1.18 billion) and FSGBank in Chattanooga, TN, ($1.11 billion.). 

MARK HESCHMEYER, EDITOR WWW.COSTAR.COM APRIL 12, 2012 

mailto:mheschmeyer@costar.com
http://www.costar.com/news/
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www.auction.com/CommercialFREE AUCTION.COM IPAD APP. 

Yucaipa, CA
ITEM #: B069-309

Starting Bid:     $1,650,000
Size: ....................... 10,187 SF  
Type: ........................ Car Wash

Anaheim, CA
Starting Bid:     $1,125,000
Size: ....................... 36,696 SF  
Type: ................ Medical Office
Current Balance: .... $3,810,250  
Loan Status: ..Non-Performing

Salem, OR
ITEM #: B068-102

Starting Bid: ...$1,300,000
Size: ....................... 63,186 SF  
Type: ..............................Office 

Staten Island, NY
Starting Bid:     $1,300,000
Size: ....................... 63,186 SF 
Type: ..............................Office
Current Balance: .... $1,026,421  
Loan Status: ..Non-Performing

FEATURED COMMERCIAL REAL ESTATE:FEATURED COMMERCIAL NOTES:

Henderson, NV
B070-321

Starting Bid:     $1,225,000
Size: ....................... 51,148 SF 
Type: ..............................Office

Prescott, AZ
Starting Bid: ...     $500,000
Size: ..................... 126,180 SF 
Type: ..............................Office
Current Balance: .. $12,237,169  
Loan Status: ..Non-Performing

FEATURED COMMERCIAL REAL ESTATE:FEATURED COMMERCIAL NOTE:

$400M+ IN MIDWEST COMMERCIAL REAL ESTATE & NOTES     MAY 7-10

$100M+ IN NATIONAL COMMERCIAL REAL ESTATE & NOTES     APRIL 23-26

CLICK TO SEARCH 100+ PROPERTIES IN 8 STATES

CLICK TO SEARCH 77+ PROPERTIES IN 22 STATES
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.

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

AUCTION.COM/COMMERCIAL INDICATIVE  OFFERS TO 
EASTDIL SECURED BY: MAY 3 LIVE ONLINE BEST & 

FINAL AUCTION ON: MAY 23

CLASS A OFFICE AND 
RETAIL AUCTION

For more information on the bidding process, or for asset details, contact Eastdil Secured 310-526-9000 •  MED@Eastdilsecured.com

COMMERCIAL REAL ESTATE & 
NON-PERFORMING NOTE AUCTIONS

http://www.auction.com/sealBid/auction_details_online_commercial.php?auctionID=B-800&utm_source=Costar.com&utm_medium=Watchlist&utm_campaign=AprilCRE_EastDil
http://www.auction.com/event/All-US.php?auctionID=N-070&utm_source=Costar.com&utm_medium=Watchlist&utm_campaign=AprilCRE_EastDil
http://www.auction.com/event/All-US.php?auctionID=B-070&utm_source=Costar.com&utm_medium=Watchlist&utm_campaign=AprilCRE_EastDil
http://www.auction.com/event/All-US.php?auctionID=N-071&utm_source=Costar.com&utm_medium=Watchlist&utm_campaign=AprilCRE_EastDil
http://www.auction.com/event/All-US.php?auctionID=B-071&utm_source=Costar.com&utm_medium=Watchlist&utm_campaign=AprilCRE_EastDil
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The four-state area of George, Tennessee, North and South Carolina accounted for 11 of the banks with $4.3 
billion of the total assets. Five of the banks were based in Michigan and had combined total assets of $1.43 
billion. 
 
One bank holding company, Capitol Bancorp Ltd. in Lansing, MI, controlled 16 of the banks on the list with total 
combined assets of $2.25 billion. In many ways, its situation as reported in its annual report is indicative of all the 
reporting institutions that listed doubts about their ability to continue as going concerns in today's economy. 
 
Capitol Bancorp reported that it had experienced a significant deterioration in asset quality and incurred 
significant operating losses. The resulting equity deficit prompted regulators to classify the bank as less than 
"adequately-capitalized" and placed Capitol and most of its banking subsidiaries under increased regulatory 
oversight and additional compliance requirements that raised doubts regarding Capitol's ability to continue as a 
going concern. Capitol incurred net losses of $45.4 million and $225.2 million during the years ended Dec. 31, 
2011, and 2010, respectively.  
 
The bank said its losses have largely resulted from provisions for loan losses and impairment losses related to 
goodwill and other real estate owned. Since Jan. 1, 2008, Capitol has recorded total provisions for loan losses of 
$419.1 million (excluding discontinued operations). 
 
As of Dec. 31, 2011, approximately 99% of Capitol's bank loan portfolio consisted of loans secured by real estate 
and commercial loans secured by business assets other than real estate. Those consolidated subsidiaries' types 
of loans are typically larger than other loans that made up the remaining portion of Capitol's and its banking 
subsidiaries' portfolio loans. 
 
Capitol Bancorp, like most of the other reporting institutions, has commenced several initiatives and other actions 
to improve their financial condition. And while they could not give investors assurances that the strategies would 
avert further losses, it should be noted that, the fact the institutions have reported doubts about their going 
concern does not mean that they were in imminent danger of being seized by banking regulators or that the 
institutions would not be successful in their efforts. 

THE BANKS & THEIR TROUBLED HOLDING COMPANIES 

Bank City State 
Total 
Assets 

Total 
CRE 
Loans 

Total 
Del./Dist. 
CRE 
Assets Public Holding Company 

Mountain 1st Bank & 
Trust Hendersonville NC $700,025 $252,018 $34,261 

1st Financial Services 
Corp 

American Patriot Bank Greeneville TN $94,194 $21,708 $10,667 
American Patriot Financial 
Group 

Bank of the Carolinas Mocksville NC $485,766 $158,588 $16,908 
Bank of the Carolinas 
Corp. 

Broadway Federal Bank Los Angeles CA $418,357 $271,255 $52,743 Broadway Financial Corp. 

1st Commerce Bank 
North Las 
Vegas NV $26,375 $15,401 $6,218 Capitol Bancorp  

Bank of Las Vegas Henderson NV $318,174 $202,183 $72,783 Capitol Bancorp  

Bank of Maumee Maumee OH $33,495 $2,024 $695 Capitol Bancorp  

Bank of Michigan 
Farmington 
Hills MI $85,685 $52,722 $2,747 Capitol Bancorp  

Capitol National Bank Lansing MI $153,938 $74,804 $7,515 Capitol Bancorp  

Central Arizona Bank Scottsdale AZ $41,976 $22,088 $5,153 Capitol Bancorp  

First Carolina State Bank Rocky Mount NC $85,169 $27,288 $6,784 Capitol Bancorp  

High Desert Bank Bend OR $31,020 $16,630 $104 Capitol Bancorp  

Indiana Community Bank Goshen IN $119,383 $44,582 $5,368 Capitol Bancorp  

Michigan Commerce 
Bank Ann Arbor MI $776,983 $413,136 $98,493 Capitol Bancorp  

Mountain View Bank of 
Commerce Westminster CO $51,666 $31,807 $1,009 Capitol Bancorp  

Pisgah Community Bank Asheville NC $28,120 $15,199 $5,566 Capitol Bancorp  
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Bank City State 
Total 
Assets 

Total 
CRE 
Loans 

Total 
Del./Dist. 
CRE 
Assets Public Holding Company 

Summit Bank of Kansas 
City Lees Summit MO $49,696 $13,557 $560 Capitol Bancorp  

Sunrise Bank Valdosta GA $81,125 $32,562 $13,234 Capitol Bancorp  

Sunrise Bank of 
Albuquerque Albuquerque NM $60,138 $32,445 $6,453 Capitol Bancorp  

Sunrise Bank of Arizona Phoenix AZ $303,609 $182,691 $35,480 Capitol Bancorp  

CFBank Fairlawn OH $249,775 $32,525 $8,511 Central Federal Corp. 

Community Bank-
Wheaton/Glen Ellyn Glen Ellyn IL $335,546 $98,886 $13,278 

Community Financial 
Shares 

Community Shores Bank Muskegon MI $208,623 $75,328 $8,635 
Community Shores Bank 
Corp.  

First Mariner Bank Baltimore MD $1,179,394 $393,609 $70,058 First Mariner Bancorp 

FSGBank Chattanooga TN $1,111,820 $270,808 $53,359 First Security Group 

Horry County State Bank Loris SC $537,941 $190,209 $47,810 HCSB Financial Corp.  

Monarch Community 
Bank Coldwater MI $207,740 $53,876 $6,961 

Monarch Community 
Bancorp 

Mountain National Bank Sevierville TN $509,271 $189,042 $42,727 
Mountain National 
Bancshares 

The Citizens Bank of 
East Tennessee Rogersville TN $128,027 $34,686 $13,525 Volunteer Bancorp 

Waccamaw Bank Whiteville NC $562,002 $149,460 $52,722 Waccamaw Bankshares 

Hayman Company for Property Management and Receivership Services 

 

http://bit.ly/GXaVSW
http://bit.ly/GXaVSW
http://bit.ly/GXaVSW
http://bit.ly/GXaVSW
mailto:ahayman@haymancompany.com
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Balancing Act: Lack of New Commercial Space Overcomes Softening 

Demand 
Commercial real estate demand softened during the first quarter of 2012, but not enough to throw absorption off 
its pace of eight straight quarters of gains. The numbers were aided by little if any meaningful new construction 
coming online, resulting in declining vacancy rates. 
 
Although rising energy prices and fiscal debt issues for both domestic and foreign governments remain as clouds 
on the horizon, the U.S. commercial real estate market remained firmly in recovery mode, led by the office and 
warehouse sectors, according to Walter Page, director of research for CoStar's Property and Portfolio Research 
division. 
 
CoStar's national market research for the first quarter of 2012 showed that, while net absorption slowed slightly 
compared to the last half of 2011, rent trends generally improved from prior quarters, with the supply-demand 
balance supported by a lack of new space being added to the market. 
 
"We may not be out of the woods just yet, but the data we've compiled for the first quarter certainly demonstrates 
an ongoing recovery and points towards future growth," Page said. "While the retail recovery was less 
pronounced than in the office and warehouse sectors, we're witnessing positive net absorption across the 
board." 

OFFICE: RECOVERY BROADENS 

In the first quarter of 2012, office markets witnessed solid net absorption, with little new construction and near 
zero growth in asking rents.  
 
"While the data shows near zero rent growth in the quarter, the national vacancy rate of 12.9%, combined with 
the prospect for future vacancy decline, suggests the scales are tipping toward generating office rent growth," 
Page said. 
 
Nationally, office net absorption was at 11.5 million square feet -- down from 16 million square feet in the fourth 
quarter of 2011, but more than double the pace from the first quarter of last year. New construction deliveries 
were exceptionally low at just 5 million square feet, although construction activity is starting to rise with over 8 
million square feet of new office starts in the quarter. Of the top markets, all but Washington, DC, achieved a 
year-over-year decline in vacancy, indicating the broad base for the office market recovery. 
 
For the third quarter in a row, net absorption was very solid, with Houston and Chicago leading the nation at 1.6 
million square feet each. Washington, DC, with negative 421,000 square feet of net absorption, recorded the 
lowest level among the top metros. 
 
As a result, the national office vacancy rate dipped beelow 13% for the first time since 2008. 

INDUSTRIAL: STRONG ABSORPTION IN LARGEST MARKETS 

A sharp reduction in industrial vacancy, fueled by near zero net completions of space and positive net 
absorption, has supported steady to slightly rising asking rents. 
 
In the first quarter, industrial vacancy fell to 9.4% nationally -- down 0.7 percentage points from one year ago. 
The reduction in vacancy, which has supported a 1.5% annualized change in rent over the past quarter, was 
mainly driven by positive net absorption of 20.9 million square feet in the first quarter. 
 
Of the largest U.S. warehouse markets, Chicago (2 million square feet), Los Angeles (1.8 million square feet), 
Inland Empire (1.8 million square feet) and Houston (1.2 million square feet) all exceeded 1 million square feet of 
net absorption. Together, these four metros accounted for a third of demand growth, which is 10% over the 
market share, as large box distribution markets continue to dominate new warehouse demand. 
 
Indicating a broad-based recovery, nearly all top warehouse markets achieved occupancy gains compared to 
one year earlier, with the most significant being the Inland Empire's 2.6%age point gain. 

RETAIL RECOVERY STILL WEAK 
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While the retail recovery was less pronounced, the sector did achieve positive net absorption, a stable vacancy, 
and a near-stabilization of rent. 
 
For the first quarter, vacancy nationally was unchanged at 7%, compared to 7.3% one year earlier. Net 
absorption of 9.4 million square feet was below the 16.2 million square feet of the fourth quarter. Retail 
completions were exceptionally low at just 4.3 million square feet, with a Salt Lake City urban retail project being 
one of the largest deliveries this quarter. 
 
"We forecast completions of retail space to remain depressed for the year," Page said. "In-process construction 
continues to fall compared to office and warehouse construction, which is rising slightly." 
 
At the metro level, retail performance was more of a mixed bag than other property types, with few standout 
markets. For example, market rent over the past year ranged in a narrow band with most markets showing a -5% 
to +2% change, as the impact of housing market distress and Internet retailing has curtailed demand growth. For 
the quarter, roughly one-third of the markets recorded negative net absorption, suggesting that the retail 
recovery is still weak. Market vacancy rates range from 2.8% in San Francisco to 12.1% in Phoenix. 

Soft Office Space Absorption Reflected in Fading Job Market Euphoria 
After six months of impressive job gains, the latest Bureau of Labor Statistics employment report shows that job 
growth continued during March, but at a slower pace. Between August 2011 and February 2012 monthly gains in 
payroll employment averaged slightly more than 200,000. In March employers reported an increase of just 
120,000 jobs. 
 
The March jobs report comes at a time of uncertainty for the economy. While a wide range of recent economic 
data has raised hopes that the pace of the recovery is accelerating, the slower than expected pace of job growth 
in March raised concerns among economists, leading to speculation over whether the March report was an 
aberration, or signaled a trend. 
 
"Employers spent a great deal of time and attention reducing costs over the past few years and apparently do 
not yet see enough solid evidence to sharply reverse course on hiring," said Ken Goldstein, economist at The 
Conference Board. "This could presage more disappointing job counts later this spring." 
 
While agreeing the March jobs report was disappointing, "It is way too early to conclude that the economy is 
sputtering and the employment progress we've made is sputtering out," Federal Reserve Bank of Atlanta 
President Dennis Lockhart told reporters on Wednesday.  
 
Job gains in recent months have been concentrated in the private sector. Government employment has been 
trending down. Thus, most of the drop in job growth was the result of slower rates of net hiring in the private 
sector, according to Gary Burtless, senior fellow, economic studies at The Brookings Institution. 
 
The latest numbers pinpoint the sectors where weakening has occurred. Two industries stand out, Burtless says. 
 
Employment in retail trade fell 34,000 in March. On average over the previous six months retail employment had 
increased by a monthly average of 11,000. Temporary help services employment fell slightly (-7,500), but this 
was a sizeable turnaround compared with the previous six months. Between August 2011 and February 2012 
employment in the temporary help services industry climbed an average of 28,000 a month. 
 
Employment prospects in the construction industry also remain bleak. Since the end of the last economic 
expansion in 2007, payroll employment in construction has shrunk 1.94 million, or about 26%. We have seen 
virtually no recovery of employment in this industry since the economic recovery began in late 2009. 
Construction employment slipped again in March (-7,000) following a similar job loss in February. 
 
The March jobs report also included some bright spots, especially for the office and industrial real estate sectors. 
Manufacturing employment rose 37,000 in March, about the same rate of payroll gain we have seen since last 
November. Education and health services also continued to grow in March. 
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Employment in financial activities was up by 15,000 in March, with most of the gain occurring in credit 
intermediation (+11,000). 
 
Employment in professional and business services continued to trend up in March (+31,000). Employment in the 
industry has grown by 1.4 million since a recent low point in September 2009. In March, services to buildings and 
dwellings added 23,000 jobs. 

WON'T DO MUCH TO IMPROVE CRE FUNDAMENTALS 

Commenting on the report, Kevin J. Thorpe, chief economist at Cassidy Turley, said while the numbers are "far 
from terrible" from an economic standpoint.  
 
"The job creation figures for both January and February were revised upwards by a total of 55,000," Thorpe said. 
"From December to March, employers have added 858,000 jobs. That is the best 4-month period of job creation 
since March of 2006." 
 
Nevertheless, Thorpe said the most recent reported rate of job growth won't do much to improve commercial real 
estate fundamentals. 
 
"Remember that the single most important factor in determining the direction of the property markets is 
employment," Thorpe said. "All the key metrics - net absorption, vacancy, rents, cap rates, spreads - are 
statistically linked to fluctuations in jobs. In reality, even the strong employment reports prior to March had little 
impact in generating demand for office space." 
 
"Based on the recent job growth trends, the U.S. should have absorbed nearly 20 million square feet of office 
space in the first quarter of 2012," he said. "Instead, absorption totaled just 7.8 million square feet." 
 
One reason is that more than half of the so-called "office-using jobs" created in January and February were 
temporary jobs. 
 
"While temp jobs are a precursor for stronger payroll hiring down the road, they do not move the needle 
instantaneously for the office sector," Thorpe said. "It is also worth noting that law firms -- historically a major 
driver of office space demand in most metro central business districts (CBDs) - have on the whole not been part 
of the current jobs recovery. Indeed, the legal services sector shed 1,300 jobs in March, and there has been 
virtually no growth in that sector for the last 15 months." 
 
On the flipside, the job growth in the manufacturing sector could eventually result strong absorption figures and 
falling vacancy for the industrial sector, Thorpe said. 
 
On the bright side, planned job cuts declined in March to the lowest level since May 2011, according to the latest 
job-cut report by global outplacement firm Challenger, Gray & Christmas Inc. 
 
The March total was 27% lower than the 51,728 job cuts announced in February and 9% lower than March 2011. 
It was the lowest monthly layoff tally since 37,135 job cuts were announced in May 2011. 
 
"Both consumer products and transportation saw fewer job cuts in March after experiencing heavy cuts in 
February. These are key indicators of the economy's health, so they will be closely monitored in the coming 
months for more signs of distress. The hope is that the February surge in these sectors was not indicative of a 
trend," said John A. Challenger, CEO of Challenger, Gray & Christmas. 
 
Notably absent from the list of top job cutters is the government sector, which has seen just 5,750 job cuts this 
year. That is down 86% from a 2011 first-quarter total. 
 
"This may simply be the eye of the storm for government workers; a lull in activity in an election year and a time 
when many state budgets are still being negotiated. The potential for a surge in government cuts is significant. 
Massive cuts in the U.S. Post Office are still being considered," Challenger said. 
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"Last month, the U.S. Department of the Interior was asked to develop a plan that would eliminate 5,000 workers 
by the end of fiscal year 2013. In Illinois, the governor has proposed a budget that would result in 2,700 job cuts. 
So, we definitely have not seen the end of large-scale government layoffs," Challenger noted. 
 
Following, the release of Challenger Gray's March job cut announcements, Yahoo! confirmed that it would be 
laying off 2,000 workers. 

Huge Maguire-Backed Complex 

Helps Push CMBS Delinquencies To 9-Month High 
The long anticipated bump in the delinquency rate for CMBS loans on U.S. commercial real estate finally hit last 
month. Trepp LLC reported a 31 basis point increase in March to 9.68%. The value of delinquent loans is now 
$58.1 billion. 
 
Even though the amount of the increase was the second largest monthly increase since the beginning of 2011- 
surpassed only by a 51 basis point spike in July 2011 - the impact of the long-expected rise was muted. 
 
In fact, Fitch Ratings tallied a lower overall delinquency rate while noting that prior to last month's increase, 
overall delinquencies had declined every month since hitting that high water mark last July. 
 
"We predicted late last year that the delinquency rate would rise largely on the impact of 2007 loans coming due, 
and today's report underscores that forecast," said Manus Clancy, senior managing director at Trepp. "This 
month's report shows that the market has a lot of wood to cut and that a rate north of 10% can't be ruled out." 
 
In total, there were more than $9 billion worth of loans originated in 2007 that were due in the first three months 
of 2012. Only about 48% of those loans paid off at or prior to their maturity date, or were resolved with a loss. Of 
those that disappeared, about 80% paid off in full and about 20% suffered a loss of some sort-although in many 
cases the loss was less than 2%, according to Trepp. 
 
Of the remaining 52% of the Class of 2007 loans that failed to pay off, 49% are currently listed as non-performing 
balloon loans, and the properties of another 23% have already been foreclosed upon or the special servicer is 
pursuing a strategy of foreclosure. 
 
David Tobin, principal of Mission Capital Advisors, a financial advisory firm in New York that specializes in sale of 
CRE debt, also sees the rate spiking more. 
 
"There are two key factors conspiring to cause this big jump," Tobin said. "Obviously the 'Class of 2007' loans 
were never expected to 'graduate on time,' and we expect similarly high newly delinquent loan amounts 
throughout the year. This effect should abate dramatically one year from now." 
 
"Secondly, even in an election year, occupancy performance across all property types (save for multifamily and 
hotel) is still un-impressive, particularly outside gateway cities," Tobin said. 
 
Newly delinquent loans - more than $5 billion in total - put 91 basis points of upward pressure on the rate, Trepp 
note. 
 
The office delinquency rate rose 37 basis points, setting a new all-time high of 9.41%. The hotel delinquency rate 
dropped 42 basis points and was the only major property type to improve. 
 
Helping to drive last month's increase was the continued underperformance of the $360 million Solana loans, 
now officially classified as 60-days delinquent, according to Fitch Ratings. The Solana loans, securitized in 
BACM 2007-1 and JPMCC 2007-LDP10, back the properties at 5 Village Circle and State Highway 114 at 
Kirkwood Boulevard in Westlake, TX. 
 
The loan was previously excluded from the index because it had remained less than 60 days delinquent and 
foreclosure sales had perpetually been called off. The $360 million interest-only senior loan to Robert F. Maguire 
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III is secured by 1.8 million square feet of office space, with 44,000 square feet of retail, a 38,000-square-foot 
health club, and a 294-room full-service Marriott hotel.  
 
The loan has been in special servicing since early 2009, having transferred for imminent default. Since 
December 2010, two forbearance agreements have been executed. Currently, the loan's special servicer, 
CWCapital Asset Management, reports that modification negotiations are ongoing while foreclosure is also being 
pursued. The 7-year loan was scheduled to mature in December 2013. 

Finish Line Getting a Second Wind in Retail Race 
For athletic gear retailer Finish Line Inc., the surge in online shopping and the Great Recession have pushed that 
line further and further away. In the race to keep up, the retailer has been shedding stores like sweat pouring 
from a long distance runner. In 2008, it operated 794 stores; it ended 2011 with 637 stores (3.5 million square 
feet of mall space), a year that included 31 closings compared to four openings. 
 
But it appears this may be the year the Indianapolis-based retailer starts catching back up. 
 
"Retail has changed forever. We must align all of the different components of our business, to deliver a 
consistent seamless brand experience for our customers, across all channels and at all touch points, brick and 
mortar stores, digital, mobile, social, e-mail and catalogs," Glenn S. Lyon, chairman and CEO of Finish Line told 
analysts this month.  
 
"This Omni-Channel strategy is our primary focus and is fundamental to our future success," Lyuon continued. 
"Delivering this strategy and doing it ahead of the pack is a significant undertaking, requiring us to make several 
large and important investments." 
 
Finish Line is undertaking a total technology transformation. This includes everything from merchandise and 
supply chain systems, to an overhaul of point-of-sales in its stores. 
 
It also means a significant investment in stores, including new store growth and remodels, as well as technology 
being brought into those stores. 
 
"In fiscal 2013, we will accelerate the pace of investments, which will drive an increase in our capital 
expenditures to approximately $85 million, up significantly from the $29 million we spent in fiscal 2012," Lyon 
said. "This includes the store refresh and remodels, as well as opening 25 new stores. Included in our plans is a 
new store prototype, that elevates the shopping experience, and brings collaboration with our brand partners, 
like Nike, Under Armour, Jordan and Adidas, to new and exciting levels." 
 
According to company CFO Edward W. Wilhelm, the main areas of increased capital investment include: $14 
million to $17 million related to new store openings. Fiscal 2013 would be the first year since fiscal 2008 that the 
company show net positive in store activity; it is planning on closing just 10 to 20 stores this year. 
 
Finish Line will also spend $28 million to $30 million for store remodels, relocations and refurbishments. After 
developing a new store prototype, it plans to retrofit and relocate 35 to 40 stores. 
 
The rest of the capital expenditures planned for the year will go towards new technology. 
 
Wilhelm also said the company is looking to take advantage of current leasing market conditions. 
 
"What we're doing strategically now is we're looking to lock-in longer term leases for our best performing stores. 
As a result of that, you are going to start to see our occupancy costs tick-up, and you saw that start in our fourth 
quarter when occupancy costs were up 3%," Wilhelm said.  
 
"With the investments we're making in both supply chain and in our merchandising systems, they will provide 
more flexibility that will allow us to use all of our facilities, distribution centers and stores more effectively to fulfill 
direct-to-consumer," Wilhelm said. 
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"The overall reason for doing this is that it's going to allow us to move product much more quickly from vendor to 
the consumer," he added. "That is becoming more and more critical as we think about our competition out there, 
which isn't just brick-and-mortar stores but is online competition. In order to move that product from vendor to 
consumer as quickly as possible, we need the systems to allow us to do that." 

290,000-SF Former Intel Property Going Back to Lender 
Real Estate Capital Partners USA Property Trust in Sydney, Australia, has agreed to turn over the keys on a two-
building campus it owns in Parsippany, NJ. Intel had leased both properties at 1515 Route 10 that total a 
combined 290,466 square feet. All of the space in both buildings is currently being marketed for leasing. 
 
The loan on the property matured a year ago and Real Estate Capital Partners USA has been unable to 
refinance. 
 
As a result, the Intel Parsippany property will be relinquished to the lender, which will foreclose on the asset 
effective immediately. 
 
The REIT said that over the course of 14 months of negotiations with the lender it had decided that investing 
money into re-leasing of the property would represent "an uneconomic use" of its capital. 
 
The lender's most recent proposal required RCU to make significant capital contributions to the asset, with the 
estimated costs of refurbishing and leasing the property appearing prohibitive for RCU. The estimated returns to 
RCU, based on the lender's most recent proposal were insufficient to reasonably support the further investment 
required by RCU to avoid the lender foreclosing on the property. 

Hudson Valley Bank Books Profit on $474 Mil. CRE Note Sales 
The holding company for Hudson Valley Bank in Yonkers, NY, sold $474 million in loans, resulting in a pre-tax 
gain of $16 million. 
 
The sale of the performing and non-performing loans reduces the bank's concentrations of commercial real 
estate (CRE) loans and classified assets was prompted by an exam conducted by the Office of the Comptroller 
of the Currency that required the reduction. 
 
"The successful and profitable disposition of the loans transferred to held-for-sale just 90 days ago validates the 
strength of our process and the quality of our multifamily underwriting over the last two years," said James J. 
Landy, president and CEO of Hudson Valley Holding. "Our execution of loan sales a full quarter earlier than 
planned, with stronger than expected results, accelerates our plans to achieve targeted concentration metrics 
and capital ratios." 
 
Hudson Valley has already begun to redeploy the proceeds, purchasing $65 million of residential adjustable rate 
mortgage loans supported by in-market real estate collateral. This purchase closed late in the first quarter. 

Resource Real Estate Picks Up Defaulted Apartment Note 
Resource Real Estate Inc. in Philadelphia purchased a defaulted mortgage note collateralized by the Deerfield 
Apartments in Hermantown, MN. A Resource Real Estate affiliated paid $10.3 million for the note, or 52% of the 
outstanding $19.75 million principal balance on the loan. 
 
The note is collateralized by a Class A-/B+ apartment complex in the relatively affluent suburb of Duluth. 
Deerfield Apartments was built in 1993 and includes 166 townhomes. The total rentable square footage of the 
property is 255,458 and the average square foot per unit is 1,539. It is one of the largest apartment complexes in 
the Duluth area. 
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The purchase price represents a 66% discount to Resource Real Estate's estimate of the replacement cost of 
the property if built today. 

Jos A. Bank Looking To Grow 8% This Year 
Jos A. Bank Clothiers is looking to increase its retail square footage a hefty 8% over last year's store count. 
 
The Baltimore area based men's clothing retailer operates 556 stores in 43 states and the District of Columbia. 
 
"New store openings for 2012 are projected between 45 and 50 stores, including approximately 10 factory stores 
which will be an increase in our retail square footage of approximately 8% over 2011," R. Neal Black, president, 
CEO said in the company's earnings conference call this month. ""We are focusing on both filling into existing 
markets and on new markets. Our longer term goal is still to operate 600 full line Joseph A. Bank stores and 50 
to 75 factory stores in the USA." 
 
Black added that the company is in the process of completing an evaluation of all the potential store sites in the 
U.S. looking several years out into the future. 

Loans and Properties Under Surveillance 

 

Upcoming Corporate Facility Closures & Downsizings 
The Dow Chemical Co. in Midland, MI, is implementing cost reductions that will include closing certain 
manufacturing plants in Europe, North America and Latin America, as well as canceling a selection of capital 
projects and implementing workforce reductions. The company anticipates that approximately 900 positions will 
be eliminated worldwide. In the U.S., Dow will shut down a Styrofoam brand insulation plant in Charleston, IL. 
 

http://bit.ly/t0dxKa
http://bit.ly/t0dxKa
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Park Electrochemical Corp. authorized the closure of the operations of its Park Advanced Composite Materials 
Inc. facility in Waterbury, CT, at the end of this month. The plant's aerospace composite materials manufacturing 
activities will be relocated to Newton, KS, Airport. 
 

Company Address 
Closure 
or Layoff 

Owned 
or 
Leased 

Bldg 
RBA 

No. of 
Workers 
Impacted Impact Date 

ArmorWorks Enterprises 
305 North 54th St., 
Chandler, AZ Unknown Leased 143,028 apprx 30 5/11/2012 

Mandall BarrierWorks 
7071 W. Frye Road, 
Chandler, AZ Unknown Owned 44,407 apprx 30 5/11/2012 

ShockRide 
500 North 54th St., 
Chandler, AZ Unknown Leased 81,238 apprx 30 5/11/2012 

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

Schuff Steel Co. 
619 N. Cooper Road, 
Gilbert, AZ Unknown Owned 125,405 89 4/24/2012 

SYKES Enterprises 
2021 N. Grande Ave., 
Nogales, AZ Unknown   14,036 105 4/29/2012 

SCAN Health Plan Arizona 
1313 E. Osborn Road, 
Suite 150, Phoenix, AZ Unknown Leased 89,214 64 4/30/2012 

Wells Fargo 
301 W. Warner Road, 
Tempe, AZ Unknown Leased 113,583 110 Immediately 

TechFiber 
6955 S. Priest Drive, 
Tempe, AZ Unknown Leased 35,589 apprx 30 5/11/2012 

Grainger 
3750 Brookside Pkwy., 
Alpharetta, GA Layoff Leased 101,462 68 5/16/2012 

DAL Global Services 
980 Virginia Ave., 4th 
Floor, Atlanta, GA Layoff     170 5/20/2012 

CSC Applied Technology 
185 Southside Industrial 
Pkwy, Atlanta, GA Layoff Leased 453,587 78 5/1/2012 

Maximus 
2675 Paces Ferry Road 
Southeast, Atlanta, GA Layoff Leased 69,231 25 5/1/2012 

Seimens Healthcare 
800 Tradeport Blvd., Suite 
813, Atlanta, GA Layoff Leased 67,200 28 5/1/2012 

Bank of America 
5199 Old National 
Highway, College Park, GA Layoff     57 5/16/2012 

Food Lion 
8777 Tara Blvd., 
Jonesboro, GA Layoff Leased 47,723 35 5/1/2012 

Kmart 
7965 Tara Blvd., 
Jonesboro, GA Layoff Leased 211,178 70 5/1/2012 

Medline Industries 
9101 Riverside Pkwy SW, 
Lithia Springs, GA Layoff Owned 448,312 40 5/1/2012 

Equable Ascent Financial 
1120 West Lake Cook 
Road, Buffalo Grove, IL Closure Leased 28,830 131 3/31/2012 

Appetizers And Inc. 
2555 North Elston Avenue, 
Chicago, IL Closure Owned 41,100 148 4/26/2012 

Niketown 
669 North Michigan 
Avenue, Chicago, IL Layoff Leased 28,390 160 4/20/2012 

Playboy Enterprises, Inc. 
680 North Lake Shore 
Drive, Chicago, IL Closure Leased 485,000 56 4/30/2012 

Archer Daniels Midland 
4666 Faries Parkway, 
Decatur, IL Layoff Owned 242,787 207 2/24/2012 

StarTek USA, Inc. 
1505 West King Street, 
Decatur, IL Layoff Leased 229,470 258 4/13/2012 

Central Garden and Pet 

2121 Touhy Ave.; 1850 
Touhy Avenue, Elk Grove 
Village, IL Closure Leased 

128,610; 
169,000 90 5/31/2012 

MetLife 1 Pierce Plaza, Itasca, IL Closure Leased 450,614 69 3/30/2012 

Alberto Culver USA 
2525 Armitage Avenue, 
Melrose Park, IL Closure Owned 550,000 121 5/1/2012 
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Company Address 
Closure 
or Layoff 

Owned 
or 
Leased 

Bldg 
RBA 

No. of 
Workers 
Impacted Impact Date 

MetLife 
2015 Spring Road, Oak 
Brook, IL Closure Leased 168,000 63 3/30/2012 

Acord Leasing 
2655 Product Drive, 
Auburn Hills, MI Closure Leased 70,036 187 4/15/2012 

Americare Convalescent 
Center 

19211 Anglin St., Detroit, 
MI Closure Owned 34,040 86 Unknown 

Henry Ford Macomb 
Campus 

13355 E. Ten Mile Road, 
Warren, MI Closure     30 Unknown 

T Mobile USA, Inc. 
794 Roble Road, 
Allentown, PA Closure Leased 101,750 605 6/22/2012 

Intermetro Industries 
Corp. 

501 Gunnard Carlson 
Drive, Coatesville, PA Closure Leased 75,000 62 9/12/2012 

IDEX/Hale Products 
700 Spring Mill Ave., 
Conshohocken, PA Closure     Unknown Immediately 

Cenveo Corp. 
1991 Northampton St., 
Easton, PA Closure Owned 285,190 195 4/27/2012 

Brookfield Global 
Relocation Services 

501 Office Center Drive, 
Suite 401, Fort 
Washington, PA Closure Leased 122,135 71 8/1/2012 

Maximus Federal Services 
1040 First Ave., King of 
Prussia, PA Closure     73 5/25/2012 

TSG Finishing 
1400 Welsh Road, North 
Wales, PA Closure Owned 87,828 62 5/5/2012 

Grubb & Ellis Co. 
6 PPG Place, Suite 600, 
Pittsburgh, PA 

Layoff, 
possible 
closure Leased 288,120 65 Immediately 

Kyowa America Corp. 
317 E. Roy Furman 
Highway, Waynesburg, PA Closure     110 7/31/2012 

Lease Cancellations: Getty Cancelling Leases on 13 Gas Stations 
Company Ptoperty Landlord Company Ptoperty Landlord 

Getty 
Petroleum 

Rte. 516 & Higgins 
Road, Matawan, 
NJ 

Mandelbaum & 
Mandelbaum 

Getty 
Petroleum 

755 White Plains 
Road Scarsdale, 
NY 

Huguenot Stations 
Inc. 

Getty 
Petroleum 

Cardiff Circle, 
Cardiff, NJ 

Anne C. Jordan, 
Claire Sandfort, 
William Sandfort 

Getty 
Petroleum 

320 Old Hook 
Road & Carver 
Avenue 
Westwood, NJ 

Monaghan Family 
Trust 

Getty 
Petroleum 

45 E. Hanover St., 
Bonneauville, PA Lenoir City Co. 

Getty 
Petroleum 

550 N. Lewis Road 
Limerick, PA 

Leroy & Dawn 
Wensel 

Getty 
Petroleum 

1367 Union Valley 
Road, West 
Milford, NJ Charles Shotmeyer 

Getty 
Petroleum 

1185 Route 22 
West, Phillipsburg, 
NJ N&P Business Inc. 

Getty 
Petroleum 

790 Kearny Ave., 
Kearny, NJ Russel E. Greco Jr. 

Getty 
Petroleum 

532 Middlesex 
Ave., Metuchen, 
NJ Neve Realty Co. 

Getty 
Petroleum 

45 Ridge Road 
Lyndhurst, NJ Russel E. Greco Jr. 

Getty 
Petroleum 

Raritan Road & 
Central, Clark, NJ John Sarafin 

Getty 
Petroleum 

315 Bloomfield 
Ave., Newark, NJ 

Christopher 
Guarino 

Contract 
Research 
Solutions 

625 Demer Ave., 
East Grand Forks, 
MN 

Sterling 
Development 
Group Three 
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Watch List: Troubled Large Loans 
The following information for these lead listings was provided by Trepp LLC, an industry leader in providing surveillance data 
on loan and commercial real estate performance underlying the CMBS market. 

Property Address 
Property 
Type Cur. Bal. CMBS Special Service 

Reason for 
Transfer 

Skyline 
Portfolio 

5109-5275 
Leesburg Pike, 
Falls Church, VA 

Office (8 
bldgs) $474,600,000 

BACM 
2007-1, 
JPMCC 
2007-
LDP10, 
GECMC 
2007-C1 

CWCapital Asset 
Management 

Imminent 
default 

Marriott 
Waikiki 

2552 Kalakaua 
Ave., Honolulu, HI Hotel $194,000,000 

JPMCC 
2007-FL1 Berkadia 

Imminent 
maturity 
default 

Owings Mills 
3 

10455 Mill Run 
Circle, Owings 
Mills, MD Office $58,400,000 

BACM 
2007-3 LNR Partners 

Maturity 
default 

City Crescent 
10 S. Howard St., 
Baltimore, MD Office $57,750,000 

CGCMT 
2007-C6 

CWCapital Asset 
Management 

Imminent 
maturity 
default 

The 
Crossings 

7831 NW 
Roanridge Road, 
Kansas City, MO Multifamily $43,724,087 

BACM 
2005-4 Orix Capital Markets 

Imminent 
default 

LXP-ISS 
6303 Barfield Road, 
Atlanta, GA Office $41,243,102 

JPMCC 
2005-
CIBC12 

C-III Asset 
Management 

Imminent 
default 

Crossroads 
Center 

2060 Crossroads 
Blvd., Waterloo, IA Retail $39,500,000 

JPMCC 
2006-LDP9 LNR Partners 

Imminent 
default 

400 6th Street 
SW 

400 6th St. SW, 
Washington, DC Office $35,811,536 

JPMCC 
2005-LDP1 

C-III Asset 
Management 

Imminent 
maturity 
default 

500 Virginia 
Drive 

500 Virginia Drive, 
Fort Washington, 
PA Office $31,450,000 

BACM 
2007-5 

C-III Asset 
Management 

Imminent 
default 

Coors 
Technology 
Center 

16600 Table 
Mountain Pkwy, 
Golden, CO Industrial $23,610,000 

JPM 2007-
LDP10 

C-III Asset 
Management 

Imminent 
maturity 
default 

Cotton 
Corporate 
Center Office 

4645 E. Cotton 
Center Blvd., 
Phoenix, AZ Office $20,000,000 

MSCI 
2007-IQ16 

C-III Asset 
Management 

Imminent 
default 
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