
 

In this week's issue: 

 CRE Skepticism High over Fed's Plans To Buy Trillions in Toxic Assets (Page 1) 

 Lodgian Hotels Survival in Doubt (Page 8) 

 Citi Continues Cutting Square Footage (Page 10) 

 Dubai World Sues MGM, CityCenter Hangs in the Balance (Page 10) 

 3 of General Growth's Regional Malls Go into Special Servicing (Page 11) 

 1031 Schemer Ed Okun Convicted (Page 12) 

 Mass Layoffs Increasing (Page 12) 

 U.S. Post Office Closing Six District Offices (Page 13) 

 National Closures & Layoffs (Page 13) 

 Local Closures & Layoffs (Page 14) 

 Marriott Could Rescue Fabled Greenbrier Resort from Bankruptcy (Page 15) 

 Drug Fair Files Bankruptcy, Walgreens to Keep Most Stores Open (Page 16) 

 Deloitte, PricewaterhouseCoopers To Split Up BearingPoint Assets (Page 16) 

 Landlord Forces Transmeridian Exploration's Hand  (Page 17) 

 Lease Cancellations (Page 17) 

 Bad Bank Watch: Doubts Arise over Georgia Bank's Continued Existence (Page 18) 

 Loan Maturity Leads (Page 19) 

 Watch List of Distressed Properties and Loans of Concern (Page 20) 

 

CRE Skepticism High over 

Fed's Plans To Buy Trillions in Toxic Assets 
he commercial real estate industry is reacting with an elevated level of skepticism to announcements from the 

Federal Reserve Board and the U.S. Treasury in the past week to purchase or subsidize up to $2 trillion in 

mortgage-related investments. 

 

CoStar Group's Watch List Newsletter queried about 500 commercial industry executives on their initial reactions to 

the two plans to remove bad (toxic) or frozen loans from lenders' and investors' books in order to free them up to 

lend some more. CoStar received more than 20 extensive responses. To give a true sense of the industry reactions, 

here are the best things that any of them had to say about the latest attempts to right the crumbling economy. 

 

"It should help tremendously in the short run -- and then the long run? Who knows? One would presume that what 

the feds giveth, the feds shall taketh away through higher taxes or more taxes," said Marty Cohan, a vice president in 

the National Retail Group of Marcus & Millichap in Los Angeles. 

 

John Tilley, director of real estate for Jacmar Builders in Alhambra, CA, said this is the first plan from Treasury that 

makes any sense. But then Tilley ticked off a long list of what's wrong with federal attempts to deal with problems 

so far. 

 

"We are in a deflationary economy at the moment, which doesn't seem to show any response to low interest rates or 

capital infusions into declining stock prices of financial institutions," Tilley said. "Further deficit spending and 
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Keynsian economics are the easiest justifiable remedies without understanding the long-term consequences: further 

weakened dollar, unsupportable national debt and large tax increases. In the end, you will see a large uptick in 

inflation, which will be good for the economy in the long run. However, there will still be price disparity between 

buyers and sellers and the banks know this all too well at the moment." 

 

Tilley's list is important because it summarizes the basic disagreements the industry has expressed with the fed's 

plans. 

 

It involves too much spending too fast and pushes up debt levels even higher. That in turns raises the specter of 

inflation. 

 

Nor do the plans seem to address the sell side of the equation. Will mortgage holders be willing to sell at any price 

just because the government is willing to throw trillions of dollars at them? 

Too Much Spending, Too Fast 

Let's look at the spending issue first. In the 

illustration pictured here, you can see 

yourself standing beside 10,000 pallets 

each stacked with $100 million in $100 

bills (you're the dot in the bottom left hand 

corner.). It's a staggering amount of money. 

(Note the double stacking of the pallets.) 

 

Also keep in mind that $1 trillion is in 

addition to nearly $12 trillion the federal 

government has allocated in previous 

programs to boost this ailing economy, 

according to research by financial services analytics firm Keefe, Bruyette & Woods. 

 

"If we put politics aside, which is very difficult for most people, the amount of spending by our federal government 

is absurd, insane, dangerous and will have an adverse affect on the economy," said Jeff Thornhill, vice president real 

estate technical services at First Bank Inc. in St. Louis, MO. "This is simple supply and demand and we are flooding 

the market with money and we are deflating the dollar which will result in inflation." 

 

"It's mind boggling indeed," said Gabriel Silverstein, president of Angelic Real Estate in Chicago and a regular 

contributor to the Watch List Newsletter. "But is it going to fix the problem? Only if the money is used to help create 

a viable and at least semi-liquid secondary market for loans and lending products whereby lenders can again make 

loans not fearful that they are forced to keep them on their balance sheets, or at least that they can do so with some 

reasonable certainty as to the secondary market value for those loans. Giving more money to banks hoping they will 

in turn lend it is like flushing more wads of toilet paper into an already blocked drain." 

 

"The economy needs not one-time money usage (as this creates) but instead real money velocity, where every dollar 

turns into several dollars of activity and keeps going in circles," Silverstein said. "I believe the re-liquidization of the 

real estate market will only be accomplished by the creation of a renewed secondary market for commercial loan 

products. Without that, there will not be significant and competitive loan origination and therefore there will not be 

pricing transparency, without which many investors capable of being in the market are not taking an active role 

today." 

 

The over-riding concern behind the excessive spending is the fear of inflation. 

 

"With as high a debt as the U.S. will be racking up, fundamentally speaking inflation has to occur as these debt must 

be paid back and to do that, the government will need to print money. I haven't seen a solid argument for why 

inflation won't occur," said Edgar Benjamin Cabrera, an associate with Savanna in New York. 
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"In essence, we have already had the high rates of inflation, it just showed up in asset values and the debt bubble 

rather than in our currency or purchasing power," said Lane Jorgensen, investments manager with MG Properties 

Inc. in San Diego. "Actions in just the last two weeks to effectively monetize this past asset/debt inflation have 

severe risks, particularly to the American's households' quality of life. Early '80s style inflation has risen to the 50-

50 probability category in my mind." 

 

"The upside to inflation in the real economy is that all this debt in yesterday's dollars starts to become more 

manageable in the volume of tomorrow's dollars," Jorgensen added. "A cynical view suggests that high inflation is a 

mid-term intended consequence the administration is pursing because they actually know that is a potential way to 

avoid the painful write downs that otherwise need to occur." 

 

Here are additional industry comments from Watch List Newsletter readers. 

No Sell Side Incentive 

Another major sticking point with the Fed's plans is that all of the incentives for spending are on the buy side. The 

question they ask is: Is just giving people money to spend enough to get people to sell. 

 

"Prior to [this week's] announcement, the very same assets were for sale but no transactions were taking place. 

Why? Because a market clearing price had not been established," said Yossi Cohn, co-founder of YY Capital 

Partners in New York. "There are lots of reasons why this might be the case. One possibility is because investors did 

not see adequate return potential given current pricing. If this is the case, I'm not sure how leverage solves the 

problem. Though I think recent experience tells us levering up a mediocre return is, at best, alchemy that quickly can 

turn toxic." 

 

"Another possibility," Yossi said, is that "market clearing prices have not been established because the asset holder 

(bank) can't write down the asset further without in the same stroke rendering itself insolvent. I guess this would 

indicate another huge slug of taxpayer funds should be expected to prop up the selling banks subsequent to the sale 

of these assets." 

 

"How will the government as a 50% equity buyer help boost private demand," asked Marty Busekrus, an investment 

sales associate with NAI - Rauch Weaver Norfleet Kurtz & Co. in Fort Lauderdale. "If a private investor has a 

required yield of 13%, then it doesn't matter how much equity the government is contributing. The private investor 

is still only going to pay for the asset at a price that yields 13%. Further, there is a ton of equity money out there. 

Finding equity for deals is not a problem. Finding debt for deals isn't even that big of a problem. Finding deals that 

make sense is the problem." 

 

"I can't give insight from the ownership/sell side," Busekrus added, "but I do know that banks are very slow to 

release their loans at discounts to private buyers. This plan doesn't look like it will help get their assets moved. 

Investors will still offer a price that they feel is fair for the assets. Government equity or debt isn't going to change 

their return requirements." 

 

"Providing extremely high-leverage (especially taxpayer dollars) on such risky transactions sounds eerily familiar to 

what got us in this mess to begin with," Steven D. Surgent, principal with Ardent Hotel Investors, LLC in 

Scottsdale, AZ. "The last thing this country needs is more debt – private or public. The 'plan' does nothing to address 

the pricing gap that currently exists between these institutions and investors. What additional motivation does this 

plan introduce on the part of the institutions to participate?" 

 

Despite the doubts about the plans ability to re-energize the real estate markets, there was still an abiding sense in 

the comments that federal government should not be faulted for its efforts so far. 

 

"It is frightening to me that the first trillion dollars did absolutely nothing to the credit markets," said Jamie Gaylord, 

director of business development for Affinity Property Management in Portland, OR. "Where we once were being 

drowned with offers from banks to lend on anything from properties to corporate expansion, we now couldn't 

finance a Yugo. I personally do not see this as any more than a band-aid of a fix, but until someone comes up with a 

real solution to this mess, at least they are trying." 
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The following are additional reactions to the fed plans from Watch List Newsletter readers. 

Not Inclusive Enough 

We think it's great that the government has come up with a plan to assist banks with public-private investment funds, 

instead of throwing more taxpayer money at them. But the Treasury plan would cover only $500 billion to $1 trillion 

of toxic mortgage assets. The overall problem is much larger – at least $2 trillion – which leaves a trillion dollars 

worth of problems unsolved. 

 

This plan might make sense for us and our investors, but it depends in part on the price of admission. If the 

minimum investment is $1 billion, then the government is clearly looking for larger fund management companies. 

There are other question marks as well… What are the rules of the game? How long will the process take? Will 

government involvement create too much bureaucracy and bog down the process? Right now Home Equity Partners 

is nimble, flexible and maneuverable. Maybe we need to stay that way. 

 

The administration's plan is designed to help banks with large toxic mortgage pools, to stabilize them by getting 

these toxic assets off their books and injecting them with capital. But it may not help smaller banks that are in 

trouble, and it certainly won't help other private owners of mortgage assets. Most of the mortgage pools we're 

looking at in this market are not held by banks, but by private institutional funds, investment management 

companies and hedge funds. These players hold a tremendous inventory of troubled mortgage assets in Southern 

California; the bank plan won't change that landscape. 

 

What this plan will do is establish a price for these toxic assets, and that's what this stagnant market needs to get 

moving. But it also could drive up the price if the investors overpay for bank assets because they can leverage their 

buying power with inexpensive government loans. 

 

Chip Larson 

President 

Home Equity Partners 

Carlsbad, CA 

Not Inclusive Enough No. 2 

First, the plan favors Wall Street in that only five asset managers (namely large investment funds) will be used and 

they will all come from the East Coast, which is Geithner's former constituency. So the middle market investors will 

not be able to participate directly. 

 

Second, this is not a plan that will move quickly. It will be a cumbersome process that will involve private and 

public checks and balances that will slow the process. 

 

And third, the private investors could make great returns while having full downside protection. The taxpayers will 

have all of the down-side risk, which means that unless all assets in the program perform, then taxpayers will lose. 

 

A program similar to the RTC from the early 1990s would be much preferable because it would expose the assets 

and loans to a greater spectrum of investors and would work twice or three times as fast. 

 

Doug Arnold 

Principal 

Baceline Investments LLC 

Denver, CO 

Here's To You Milton Friedman 

I'm sure smart people will emerge that adjust to the hand they are dealt. If this is the approach government stays 

with, the market will adjust because many of the commercial real estate assets in question have greater value in the 

right hands than what is ascribed to them today. 
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Two thoughts from Milton Friedman apply: 

 

1) The government solution to a problem is usually as bad as the problem. 

 

2) Only government can take perfectly good paper, cover it with perfectly good ink and make the combination 

worthless. 

 

Freidman may have exaggerated to make a point, but his fundamentals are sound. Real estate, like many things, is 

returning to fundamentals. 

 

Paul J. Mas 

Executive Vice President 

Jones Lang LaSalle 

New York, NY 

Assets Still Too Pricey 

The massive expansion of the money supply will create inflation that will make commercial real estate even more 

uncomfortable. 

 

It makes me concerned that existing loans will end up in the hands of vultures who will not act in good faith and 

who will be less willing to extend a loan that is paid in full up to maturity. 

 

I would certainly look at pursuing assets under the Treasury's plan, but expect the sales price to be over the market 

price. 

 

Andrew Segal 

CEO 

Boxer Properties 

Houston, TX 

Assets Still Too Pricey No. 2 

The problem is the debt bubble, which burst when market participants came to understand that the level of 

mortgage-based debt service required was unsustainable for American household incomes, resulting in higher than 

expected loss forecasts on the securitized pools that then became real losses. 

 

Two administrations have been working hard to avoid the fundamental reality, which officially emerged in the 

markets back in 2007, that there is just too much debt and that the only way to get the credit system moving again is 

for someone to take the hit (taxpayer or private banks) to write off the massive real losses on all that debt. 

 

Debt and asset values have to be written down to a level sustained by household and business income; and, one way 

or another, they will be written down to that level despite what government efforts accomplish to deny and delay. 

 

The Federal Reserve will probably be more successful [in buying up mortgage-related debt] because they can act 

unilaterally. While well intended, the Treasury is more likely to be surprised at how low the asset/debt values private 

investors will be willing to trade at and may regret the losses their new price discovery mechanism makes 

undeniable. 

 

For example, if you have 85% certainty a property is headed for bankruptcy, are you going to contact the current 

owner/borrower and offer them a price to get them whole on their debt so they can sell or are you going to wait until 

you can bid on the courthouse steps? 

 

Even if the Fed/Treasury avoids the courthouse steps, private investors will still want their pay day in the upfront 

discount, not the back-end hope certificate based on a dubious theory. That upfront discount is not going to be 

palatable for banks, the Fed, or the Treasury. What is the yield-to-maturity on a CMBS pool with an 85% probability 

of maturity default four to eight years out? 
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Lane Jorgensen 

Investments Manager 

MG Properties, Inc. 

San Diego, CA 

 

Inmates Running the Asylum 

The same crew that allowed this to occur is still in charge, and still making policy … all of which are bailing out the 

culprits. 

 

We (taxpayers) should not be buying toxic assets. They should be taken back. Has anyone ever heard of RTC? Back 

then, the government (taxpayers) did not buy them, they were seized/inherited from defunct companies/banks. Same 

should apply here. 

 

Why? Because it discourages excessive risk taking and punishes only those who make (major) mistakes, as it should 

be. By the way, at the end of the day, RTC made money, as compared to having a $64 trillion dollar debt to repay. 

 

If we bailout/buy these assets/bad companies, we sow the seeds for the next disaster. People will have no respect for 

risk, experience, effort, energy, brain cells. They are already joking that "I need/deserve to get a bailout!" Amazing. 

 

Commercial real estate will recover (slowly), but will be better for this in a year or two. Following the 1990's 

debacle, many learned some very hard lessons, which they did not repeat (generally) this time around. This problem 

was primarily residential and credit driven, versus commercial real estate driven. 

 

Dennis Duffy, MAI 

Principal/CEO 

RCDH & Co. 

Washington, DC 

Too Excessive Leverage 

This bailout seems to be haphazard and spiraling. As far as the most recent announcement about the asset purchase 

participation program, I have serious doubts. If the goal is to bring private equity into the mix in order to buy up the 

assets and bail out troubled lenders, why then are we (and I do mean we) requiring as little as 5-6% equity from the 

investors? Is it not excessive leverage that produced the coming sea of defaults in CRE and that has already 

destroyed the residential market? 

 

I do represent lenders in the sale of distressed "For Sale" residential developments and commercial properties. Loose 

underwriting and ill-conceived projects are a major part of the overall problem and this problem is compounded by 

many lenders' inability to separate the loan amount from today's actual value. 

 

Brecht Palombo 

Broker, Auctioneer 

Tranzon Auction Properties 

Lexington, MA 

What's Plan B? 

I am very nervous about this plan. I feel that this administration is moving too fast on too many issues at the same 

time. I have no problem paying my fair share, but I want to know about the plan ahead of time. The fact that this 

administration rolled out a 1,000+ page plan that nobody had any time to even read, let alone discuss rationally 

scares me. We are about to spend more money on a single problem than any other group of people in history. I don't 

feel that anybody, the President included, knows or understands enough about this problem to move ahead so fast. 

This is all assuming that this one single infusion of money will fix not only our economy, but the world economy in 
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general. I guess my question is…"What is Plan B? What do we do if this doesn't work? Where will the next $2 

trillion come from?" 

 

The President himself said that this plan wasn't perfect, but it was needed. When we see what a debacle AIG turned 

into, are we ready to blindly trust him with this next adventure? 

 

Michael DiBona 

Account Manager 

Comsys 

Waltham, MA 

Give Me the Ol' RTC 

I think it's a challenging plan. From how I read it, banks will have to have to sell either directly to the government, 

or via an auction process, these bad loans. The government will turn around and sell the loans to public entities, 

providing both financing and a risk guarantee, to end buyers. 

 

So let's say Bank of America takes a $10 million loan (par), to the government. What is the price the government is 

willing to pay? If they pay par, they've over paid. If the government pays $5 million (the real value), Bank of 

America could just as easily sell it to an investor directly. And if there's a bidding process whereby the government 

auctions the loan and provides financing to the Blackrocks of the world (which is what I think they're going to do), 

Bank of America is still going to lose $4 million or $5 million on this loan. 

 

My point is that somehow, the asset needs to leave Bank of America's balance sheet and it's going to do so at a loss. 

Is it going to be less of a loss via a bidding process or via the government financing the acquisition? Maybe, but for 

most institutions that don't have $1 trillion of deposits, these multi-million dollar losses (whether it's $3 million or 

$5 million on an average loan), will still kill the banks. 

 

The real solution is another RTC. It's that simple. The RTC/FDIC can seize the problem banks, sell off the bad 

loans, with financing, and we'll move on. But until that happens, and I believe it eventually will, this problem is just 

going to be prolonged. The fear on behalf of all the institutional investors relative to the rules being changed with 

this new program, coupled with an inability for banks for sell these assets and take actual loss makes me think the 

government is still not getting the solution. 

 

Tony O'Neill 

Broker 

Voit Commercial Brokerage 

San Diego, CA 

First to the Trough 

The larger investment houses and hedge funds will be first at the trough. They will benefit from the leverage and 

nonrecourse financing provided by the government. At the end of the day, someone will have to own and run these 

investments. Hopefully private investment will be able to still get involved by buying the assets from the larger guys 

at prices that reflect current value. With proper stewardship over the long term, the private investors will add value 

and should benefit. 

 

Joseph Jannetty 

President 

Janco Development, LLC 

Plymouth, MA 

Buy Bricks & Sticks 

The first thing that comes to mind is: Inflation is coming … Fast! So buy gold or real estate or both. I think the 

Treasury plan will increase overall sales volume for investment property once inflation ticks up. Cash may be king 

but keep it in the bank when you have double-digit inflation and you're going to see your wealth evaporate. A few of 
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my investors will buy mortgage debt but most will stick to what they know and what they have been buying for 

years – income producing property. 

 

Chad P. Tiedeman 

Broker 

Phoenix Commercial Advisors 

Phoenix, AZ 

 

Why the Taxpayers? 

Did the federal government ever fix anything by throwing money at it? Why is it a good idea for taxpayers to buy 

toxic assets? Let the marketplace sort out the losers and winners. 

 

Charles Park 

Credit Analyst 

Avidia Bank 

Worcester, MA 

Lodgian Hotels Survival in Doubt 
wash in millions of dollars of maturing debt this year, Atlanta-based hotel operator Lodgian Inc. received an 

unqualified opinion from its accounting firm, Deloitte & Touche LLP, in its annual report for the year ended 

Dec. 31, 2008. Deloitte & Touche's opinion identified debt maturity problems that "raise substantial doubt about the 

company's ability to continue as a going concern." 

 

Lodgian is one of the nation's largest independent owners and operators of full-service hotels, with nearly 7,600 

hotel rooms in 41 properties under management. The company lists 35 hotels as continuing operations and six as 

held for sale. (For a complete list, download the Watch List Newsletter in pdf format here). 

 

According to Deloitte & Touche, Lodgian has $128 million of outstanding mortgage debt scheduled to mature in 

July 2009. The current severe economic recession has hurt the company’s operating results, which has affected its 

operating cash flows as well as its ability to refinance the maturing debt. 

 

"In the absence of an extension, refinancing or repayment of the July 2009 debt, these factors raise substantial doubt 

as to the company’s ability to continue as a going concern," Deloitte & Touche wrote. 

 

Lodgian is negotiating with prospective lenders and has hired Jones Lang LaSalle to facilitate the refinancing 

process. It is also negotiating to extend the maturing mortgage debt. 

 

"We are looking at all options, including working with national and international lenders on a portfolio and 

individual property basis, but to date we have been unable to secure refinancing," said James MacLennan, executive 

vice president and CFO. "To assist this refinancing effort, we are also seeking financing on certain unencumbered 

assets." 

 

In addition to the July 2009 maturity, the company has three other 2009 debt maturities which in the aggregate total 

approximately $169.5 million of mortgage debt. Each of these debt facilities has extension options of one to three 

years, and the company expects to exercise those extension options. 

 

For the year 2008, Lodgian lost $12 million compared to losing $8.4 million in 2007. 

 

"The recession gained significant momentum in the fourth quarter," said Peter Cyrus, Lodgian interim president and 

CEO in announcing its year-end results. "While our RevPAR [revenue per available room] was down for both the 

fourth quarter and the full year, we outperformed the industry as a whole." 

 

A 
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"Our continuing operations portfolio is generally in good condition and should compete effectively in each 

respective market," he noted. "We completed $43.3 million in renovations in 2008, but have only $25.7 million 

budgeted for 2009. These capital expenditures are for completion of renovations for recently renewed license 

extensions and for other necessary projects." 

 

Lodgian's Continuing Operations Hotels 

Location Brand Rooms 

Bentonville, AR Courtyard by Marriott 90 

Little Rock, AR Residence Inn by Marriott 96 

Phoenix, AZ Crowne Plaza 295 

Phoenix, AZ Radisson 159 

Palm Desert, CA Holiday Inn Express 129 

Denver, CO Marriott 238 

Melbourne, FL Crowne Plaza 270 

West Palm Beach, FL Crowne Plaza 219 

Atlanta, GA Courtyard by Marriott 181 

Ft. Wayne, IN Hilton 244 

Florence, KY Courtyard by Marriott 78 

Paducah, KY Courtyard by Marriott 100 

Kenner, LA Radisson 244 

Lafayette, LA Courtyard by Marriott 90 

Dedham, MA Residence Inn by Marriott 81 

Worcester, MA Crowne Plaza 243 

Baltimore (BWI Airport), 

MD 

Holiday Inn 260 

Baltimore (Inner Harbor), 

MD 

Holiday Inn 375 

Columbia, MD Hilton 152 

Silver Spring, MD Crowne Plaza 231 

Pinehurst, NC Springhill Suites by Marriott 107 

Merrimack, NH Fairfield Inn by Marriott 115 

Santa Fe, NM Holiday Inn 130 

Albany, NY Crowne Plaza 384 

Strongsville, OH Holiday Inn 303 

Tulsa, OK Courtyard by Marriott 122 

Monroeville, PA Holiday Inn 187 

Philadelphia, PA Four Points by Sheraton 190 

Pittsburgh - Washington, 

PA 

Holiday Inn 138 

Pittsburgh, PA Crowne Plaza 193 

Hilton Head, SC Holiday Inn 202 

Myrtle Beach, SC Holiday Inn 133 

Abilene, TX Courtyard by Marriott 99 

Dallas (DFW Airport), TX Wyndham 282 

Houston, TX Crowne Plaza 294 

 

Lodgian's Hotel Assets Held for Sale 

Location Brand Rooms 

Phoenix, AZ Holiday Inn 144 

East Hartford, CT Holiday Inn 130 

Towson, MD Holiday Inn 139 

Troy, MI Hilton 191 

Memphis, TN Independent 105 

Windsor, Ontario, 

Canada 

Holiday Inn Select 214 
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10 Citi Continues Cutting Square Footage 
By: Andrew Deichler 

n response to fresh questions about the integrity of its corporate spending, Citigroup released new information on 

its real estate consolidation strategy that speaks volumes about the shrinkage of New York's financial services 

giant. 

 

Bloomberg News, citing documents filed with New York's Department of Buildings, said the bank is spending $10 

million on office upgrades at 399 Park Ave., the 39-story, 1.7 million-square-foot office tower where Citi occupies 

two floors for its headquarters. 

 

But in a statement, Citi said the expenses are for the consolidation of that space, which is part of a global effort by 

the company to reduce real estate-related costs. 

 

The bank plans to vacate an entire floor in the building and sublease the space. 

 

Citi will double its occupancy on the remaining floor by creating smaller offices. Those moves will save the 

company an estimated $20 million, it said. 

 

In the previous two quarters, the bank said it cut $100 million in premises and equipment expenses, and it expects 

the trend to continue. In the fourth quarter of 2008, Citi occupied 94.3 million square feet of space globally, and is 

projecting that figure to drop to 83.9 million square feet by the end of this year. 

 

Worldwide, Citi's office density is currently 132 usable square feet per person. By year's end, it is expected to be at 

120 usable square feet per person. 

 

Citi has disposed of more than 1.4 million square feet in New York in 2008 and 2009, following the $1.57 billion 

sale-leaseback of the Shearson Lehman Plaza at the end of 2007. 

 

Selected 2008/2009 Site Dispositions (New York City only) 

 250 West St., 371,625 square feet 

 77 Water, 94,252 

 731 Lexington Ave., 176,030 

 333 W. 34
th
, 338,411 

 787 Seventh Ave., 270,311 

 Citigroup Center, 175,076 

 

Dubai World Sues MGM, CityCenter Hangs in the Balance 
By: Andrew Deichler 

ubai World, an equity partner in the massive CityCenter resort under development in Las Vegas, said Monday 

that it has filed a lawsuit against project developer MGM Mirage, alleging a breach in contract stemming from 

the casino owner’s inability to pay its debts.  

 

Dubai World, through its subsidiary, Infinity World, has invested $4.3 billion in the $8.4 billion, 67-acre project to 

date.  

 

In a statement, Infinity World said MGM Mirage has "mismanaged" the project, resulting in costs that have 

escalated more than $1 billion above initial estimates, even as some project components have been scaled back or 

eliminated.  

 

"The current path of the project is simply unsustainable given our partner's financial troubles," Infinity World said, 

adding that it is being "asked to pay significantly more and getting less, with only uncertainty about MGM’s future."  

 

I 

D 
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MGM has been hit hard by the recession and the collapse of the financial markets. The company lost more than $1.1 

billion in the fourth quarter last year, and its stock has dropped more than 95 percent in the last 12 months. It is more 

than $13 billion in debt.  

 

MGM said in an SEC filing last week that it doubts it can continue as a going concern and is in danger of defaulting 

on a number of loans.  

 

In August 2007, MGM estimated approximately $7.49 billion in costs to complete CityCenter. Since that time, the 

estimate has grown to $8.8 billion. A financing package, which was anticipated at $5 billion, was eventually taken 

down to $1.8 billion.  

 

Infinity World said it still believes that CityCenter is a good investment and will turn a huge profit upon completion. 

It said it is committed to working with MGM to resolve the issues at hand and ensure that the project delivers.  

 

The news comes just days after MGM completed its $775 million sale of the Treasure Island Hotel & Casino to 

investor Phil Ruffin.  

 

This is the second time this year that the CityCenter project has faced problems. Back in January, CityCenter 

announced that it was delaying the opening of the 400-room Harmon Hotel & Spa until 2010 and canceling the 207-

unit Harmon residential condominium component. Those changes will save an estimated $600 million and defer 

about $200 million in construction costs, but also mean refunding deposits to the buyers of 88 units that were pre-

sold. Robert Baldwin, president and CEO of CityCenter, cited "contractor construction errors" as the reason for 

cancellation.  

 

Due for completion later this year, CityCenter is an 18 million-square-foot development located between the 

Bellagio and Monte Carlo resorts on the Las Vegas Strip. The "city within a city" will feature the Aria Resort & 

Casino, three luxury non-gaming hotels, 2,400 residential units and a retail/entertainment complex. The mixed-use 

development is expected to create more than 12,000 jobs. 

3 of General Growth's Regional Malls Go into Special Servicing 
hree of General Growth Properties Inc. regional malls that serve as collateral for loans held in the Greenwich 

Capital Commercial Funding Corp. 2004-GG1 and LB-UBS Commercial Mortgage Trust 2004-C4 commercial 

mortgage-backed securities (CMBS) transferred to special servicing last week, due to maturity defaults. 

 

The three GGP loans collateralized by three malls were transferred to the special servicer after the borrowers 

notified the master servicer that they would not be able to repay the loans but are continuing to pursue various 

financing options. 

 

Details of the three assets with the special servicer are as follows. 

 

The Town East Mall loan is the third-largest loan in the LB-UBS 2004-C4 transaction and is with the special 

servicer, LNR Partners Inc. The loan has an unpaid principal balance of $105.4 million and is secured by 415,755 

square feet of the 1.3 million-square-foot regional mall in Mesquite, TX. The property was constructed in 1971 and 

most recently renovated in 2004. The five-year loan has a coupon of 3.46% and is scheduled to mature on April 11, 

2009. The master servicer reported debt service coverage of 2.45x and 99% occupancy for the nine months ended 

Sept. 30, 2008. 

 

The Southland Mall loan is the third-largest loan in the GCCFC 2004-GG1 transaction and is with the special 

servicer, CWCapital Asset Management LLC. The loan has an unpaid principal balance of $81.3 million and is 

secured by 1 million square feet of the 1.3 million-square-foot enclosed regional mall in Hayward, CA. The property 

was constructed in 1964. The five-year loan has a coupon of 3.62% and was scheduled to mature on March 1, 2009. 

The master servicer reported debt service coverage of 2.69x and 98% occupancy for the nine months ended Sept. 30, 

2008. 
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The Deerbrook Mall loan ($73.7 million) is the fourth-largest loan in the GCCFC 2004-GG1 transaction and is 

secured by 461,298 square feet of the 1.2 million-square-foot enclosed regional mall in Humble, TX. The property 

was constructed in 1984. The five-year loan has a coupon of 3.46% and was scheduled to mature March 1. The 

master servicer reported debt service coverage of 2.55x and 99% occupancy as of Sept 30, 2008. 

 

On March 17, Standard & Poor's lowered its corporate credit and unsecured debt ratings on General Growth 

Properties to 'D' after the company's payment default on an unsecured senior note obligation due March 16, 2009, 

and the company announced its intention to suspend interest payments on all of its senior notes (issued by The 

Rouse Co.) and its unsecured bank credit facility. 

1031 Schemer Ed Okun Convicted 
 federal jury in Richmond, VA, convicted the former owner of The 1031 Tax Group LLP of charges stemming 

from his scheme to defraud and obtain approximately $126 million in client funds. 

 

After a three-week trial in federal court in Richmond, a jury found Edward H. Okun of Miami, guilty of conspiracy 

to commit mail and wire fraud, wire fraud, conspiracy to commit money laundering, money laundering, bulk cash 

smuggling and perjury. 

 

According to the evidence presented at trial, from August 2005 through April 2007, Okun and others used 1031 Tax 

Group and its subsidiaries, all owned by Okun, in a scheme to defraud clients of millions of dollars. 

 

Section 1031 of the Internal Revenue Code allows investment property owners to defer the capital gains tax that 

would otherwise be due on properties sold, if the proceeds are used to purchase new property in a specified time 

frame. To facilitate this exchange, investment property owners deposit the proceeds of property sales with qualified 

intermediaries and sign exchange agreements that include various promises by the qualified intermediaries to clients 

regarding the safekeeping and use of exchange funds. 

 

Specifically, the evidence presented at trial established that 1031 Tax Group obtained funds by promising clients 

that their money would be used solely to effect 1031 exchanges as outlined in the exchange agreements. 

 

After making such promises, evidence showed that Okun and others misappropriated approximately $126 million in 

client funds, to support his lavish lifestyle, pay operating expenses for his various companies, invest in commercial 

real estate, and purchase additional qualified intermediary companies to obtain access to additional client funds. 

 

The evidence also showed that Okun instructed his employees in Richmond to withdraw $15,000 in cash from 

Investment Properties of America's (IPofA) bank account, a company owned by Okun, and smuggle the cash to his 

personal yacht on Paradise Island in the Bahamas to avoid federal currency reporting requirements. 

 

The jury also found that Okun made material false statements under oath before the U.S. District Court for the 

Eastern District of Virginia in a fraudulent attempt to assert a personal attorney-client relationship with a former 

chief legal officer of IPofA. 

 

In addition to restitution and fines, Okun faces a maximum prison term of 20 years on each count of wire fraud, 

conspiracy to commit money laundering, conspiracy to commit mail and wire fraud, and certain counts of money 

laundering; 10 years on certain money laundering counts; five years on the charge of bulk cash smuggling; and five 

years on the charge of perjury. Okun will remain in custody awaiting sentencing. 

Mass Layoffs Increasing 
mployers took 2,769 mass layoff actions in February that resulted in the separation of 295,477 workers. That 

was 542 more actions than in January involving 57,575 more workers. 

 

In February, 1,235 mass layoff events were reported in the manufacturing sector, resulting in 152,618 initial claims. 

The manufacturing sector accounted for 42% of all mass layoff events and 47 percent of initial claims filed in 

February 2009; a year earlier. 
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Thirteen of the 19 major industry sectors reported program highs in terms of average weekly initial claimants for the 

month of February— mining, construction, manufacturing, wholesale trade, retail trade, transportation and 

warehousing, finance and insurance, real estate and rental and leasing, professional and technical services, 

management of companies and enterprises, educational services, accommodation and food services, and other 

services, except public administration. 

 

Of the 9 geographic divisions, the Pacific had the highest number of initial claims (54,411) due to mass layoffs in 

February, followed by the East North Central (52,690) and the Middle Atlantic (24,387). 

U.S. Post Office Closing Six District Offices 
The U.S. Postal Service plans to close six of its 80 district offices, eliminating positions across the country and 

offering early retirement opportunities. These actions are expected to save the Postal Service more than $100 million 

annually. 

 

The six offices closing are: 

 3415 W. Lake Mary Blvd. Lake Mary, FL 

 76 Main St., North Reading, MA 

 955 Goffs Falls Road, Manchester, NH 

 19-21 Kilmer Road, Edison, NJ 

 1618 Ash St., Erie, PA; and 

 421 W. Riverside Ave., Suite 103, Spokane, WA. 

 

Additionally, administrative staff positions at the district level nationwide are being reduced by 15%. More than 

1,400 mail processing supervisor and management positions at nearly 400 facilities around the country also are 

being eliminated and nearly 150,000 employees nationwide are being given the opportunity to take an early 

retirement. 

 

In the past year the Postal Service cut 50 million workhours; halted construction of new postal facilities; instituted a 

nationwide hiring freeze; reduced authorized staffing levels at postal headquarters and area offices by at least 15%; 

and sold unused and under-utilized postal facilities. 

National Layoffs & Closures 
Alcoa announced a series of operational and financial actions to significantly improve its cost structure and 

liquidity. As previously announced, it is exiting four mid and downstream businesses and the Shining Prospect 

special purpose vehicle that held shares in Rio Tinto. 

 

Bassett Furniture Industries Inc. in Bassett, VA, cut 50 positions in departments throughout the company 

affecting personnel in corporate retail, administration, customer service, manufacturing, and marketing. The cuts 

represent a 6% reduction in payroll. In addition, the company closed its Mt. Airy, NC, distribution facility at 1625 

Sheep Farm Road. Overall distribution costs will be reduced by 7%. The Mt. Airy facility has been listed for sale. 

 

Cortex Pharmaceuticals Inc. in Irvine, CA, is cutting its personnel by approximately 50%. The workforce 

reduction is in addition to other capital preserving initiatives, including the reduction of salaries of its executive 

officers. 

 

Jewett-Cameron Trading Company Ltd. in North Plains, OR, announced a targeted 5% reduction in personnel. 

The staff reduction also includes Terry Schumacher, the company's CFO. 

 

LeCroy Corp. in Chestnut Ridge, NY, has cut its staff by 6.5%. 

 

National Semiconductor Corp. is taking actions this quarter to reduce overall expenses and shift more of its R&D 

investments towards new and emerging growth opportunities. As part of the plan, the company will eliminate 
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approximately 850 positions worldwide in product lines, sales and marketing, manufacturing and support functions. 

As part of the manufacturing consolidation plan, the company will close its wafer fabrication plant at 1111 W. 

Bardin Road in Arlington, TX. The closures will occur in phases over several quarters, eventually resulting in the 

elimination of an additional 875 positions. After the consolidation, National will have three manufacturing facilities 

including one other in the U.S. in South Portland, ME. 

Local Layoffs & Closures 
 

Company Address City State 

Closure 

or 

Layoff 

# 

Affected 

Impact 

Date 

AFC Cable Systems Inc. 1600 E. Orangethorp Ave. Fullerton CA closure 61 4/13/09 

American Home Mortagage 

Servicing Inc. 6501 Irvine Center Drive Irvine CA layoff 210 4/15/09 

AT&T, Information Technology 2600 Camino Ramon San Ramon CA layoff 34 4/3/09 

ATK Space Systems 250 Klug Circle Corona CA layoff 22 4/17/09 

Avalon Natural Products Inc. 1105 Industrial Ave. Petaluma CA closure 23 4/1/09 

Biomet Sport Medicine 4861 E. Airport Drive Ontario CA closure 12 4/3/09 

California Institute of 

Technology 1200 E. California Blvd. Pasadena CA layoff 103 4/2/09 

Celestica 520 Graves Ave. Oxnard CA closure 81 4/6/09 

Ceradyne Inc. 1922 Barranca Pkwy Irvine CA layoff 91 4/6/09 

Charles Schwab & Co. Inc. 211 Main St. San Francisco CA layoff 191 4/2/09 

Community Hospital of Los 

Gatos 815 Pollard Road Los Gatos CA closure 500 4/10/09 

Creative Labs Inc. 1901 Mccarthy Blvd. Milpitas CA layoff 49 4/6/09 

Elan Pharmaceuticals Inc. 800 Gateway Blvd. 

South San 

Francisco CA layoff 109 4/27/09 

Electronic Arts Inc. 5510 Lincoln Blvd. Playa Vista CA layoff 17 4/13/09 

Expo Design Center 3211 Danville Blvd. Alamo CA layoff 49 4/26/09 

Expo Design Center 1011 N. Tustin Ave. Anaheim CA layoff 90 4/26/09 

Expo Design Center 1461 Concord Ave. Concord CA layoff 75 4/26/09 

Expo Design Center 5424 Ygnacio Valley Road Concord CA layoff 45 4/26/09 

Expo Design Center 7050 Amador Plaza Road Dublin CA layoff 88 4/26/09 

Expo Design Center 1550 Leucadia Blvd. Encinitas CA layoff 99 4/26/09 

Expo Design Center 6912 Edinger Ave 

Huntington 

Beach CA layoff 79 4/26/09 

Expo Design Center 25600 Rancho Niguel Road 
Laguna 
Niguel CA layoff 82 4/26/09 

Expo Design Center 10861 Weyburn Ave. Los Angeles CA layoff 97 4/26/09 

Expo Design Center 407 W. Huntington Drive Monrovia CA layoff 95 4/26/09 

Expo Design Center 1555 40th St. Oakland CA layoff 99 4/26/09 

Expo Design Center 1519 Hawthorne Blvd. 

Redondo 

Beach CA layoff 90 4/26/09 

Expo Design Center 1120 Galleria Blvd. Roseville CA layoff 89 4/26/09 

Expo Design Center 7803 Othello Ave. San Diego CA layoff 119 4/26/09 

Expo Design Center 5095 Almaden Expressway San Jose CA layoff 107 4/26/09 

Farmers Services LLC 3041 Cochran St. Simi Valley CA layoff 82 4/10/09 

GAF Materials Corp. 6505 Zerker Road Shafter CA closure 62 4/3/09 

Gemological Institute of America 

(GIA) 5345 Armada Drive Carlsbad CA layoff 72 4/19/09 

Goodrich Aerostructures Inc. 850 Lagoon Drive Chula Vista CA layoff 112 4/4/09 

Gregg Industries Inc. 10460 Hickson St. El Monte CA layoff 35 4/20/09 

Hollingsead International Inc. 2228 Goodyear Avenue Ventura CA layoff 35 4/6/09 

Horizon Hobby 4710 E Guasti Road Ontario CA layoff 12 4/2/09 

JPMorgan Chase Bank 

17872 Gillette Ave.,17875 & 
17877 Von Karman Ave. Irvine CA layoff 29 4/30/09 

JPMorgan Chase Bank 

4900,4920,4940,5020 & 5040 

Johnson Drive Pleasanton CA layoff 53 4/30/09 

JPMorgan Chase/Chase Home 

Lending 770 The City Drive Orange CA layoff 52 4/4/09 
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La Jolla Pharmaceutical 6455 Nancy Ridge Drive San Diego CA closure 94 4/20/09 

Los Angeles Times 

Communications LLC 1375 Sunflower Ave. Costa Mesa CA layoff 28 4/10/09 

Los Angeles Times 

Communications LLC 2000 E. 8th St. Los Angeles CA layoff 35 4/10/09 

Naked Juice 5303 Rivergrade Road Irwindale CA closure 37 4/3/09 

Netapp Inc. 495 E. Java Drive Sunnyvale CA layoff 251 4/10/09 

Nolet Spirits USA 30 Journey Aliso Viejo CA layoff 44 4/30/09 

Numonyx Inc. 

2200 Mission College Blvd., 
Rnb-3-01 Santa Clara CA layoff 57 4/1/09 

O'Neil Product Development Inc. 

A Dover Co. 8 Mason Irvine CA layoff 13 4/20/09 

Owens Corning Masonry 

Products 350 Tower Road Napa CA layoff 121 4/5/09 

Pacific Life Insurance Company 700 Newport Center Drive 
Newport 
Beach CA layoff 112 4/15/09 

Pacific Motor Trucking Co. 650 Hammond Way Milpitas CA layoff 56 4/13/09 

Pacific Motor Trucking Co. 4500-B Etiwanda Ave. Mira Loma CA layoff 89 4/13/09 

Petaluma Valley Hospital 400 N. Mcdowell Blvd. Petaluma CA layoff 44 4/8/09 

Pioneer North America Inc. 1800 Holt Ave. Pomona CA layoff 86 4/30/09 

Printronix 14600 Myford Road Irvine CA closure 54 4/3/09 

Santa Rosa Memorial Hospital 1165 Montgomery Drive Santa Rosa CA layoff 152 4/8/09 

Sargent Fletcher Inc. 9400 E. Flair Drive El Monte CA closure 15 4/14/09 

Seagate Technology LLC 

155 & 195 S. Milpitas Blvd. & 

311 Turquoise Drive Milpitas CA layoff 43 4/3/09 

Sharp Cabrillo Skilled Nursing 

Center 3475 Kenyon St. San Diego CA closure 168 4/3/09 

Shutterfly Inc. 3157 Corporate Place Hayward CA layoff 45 4/2/09 

Siemens Hearing Instruments 

Inc. 14351 Firestone Blvd. La Mirada CA layoff 83 4/4/09 

Special Devices Inc. 14370 White Sage Road Moorpark CA layoff 117 4/26/09 

Tawa Supermarket Inc. dba 99 

Ranch Market 

8150 E. Garvey Ave., Suite 

121 Rosemead CA closure 47 4/30/09 

The Boeing Co. 3370 Miraloma Ave. Anaheim CA layoff 16 4/23/09 

The Boeing Co. 2260 E. Imperial Highway El Segundo CA layoff 21 4/2/09 

The Boeing Co. 5301 Bolsa Ave 
Huntington 
Beach CA layoff 61 4/23/09 

The Boeing Co. 2401 E. Wardlow Road Long Beach CA layoff 78 4/23/09 

The Home Depot - Expo Orange 

Store Support Center 3800 W. Chapman Ave. Orange CA layoff 124 4/8/09 

Valeant Pharmaceuticals 

International One Enterprise Aliso Viejo CA layoff 23 3/31/09 

Vertis Communications 1345 Doolittle Drive San Leandro CA closure 88 4/5/09 

Virgin Entertainment Group Inc. 2 Stockton St. San Francisco CA closure 95 4/27/09 

Wilson Sonsini Goddrich & 

Rosati 650 Page Mill Road Palo Alto CA layoff 80 3/31/09 

Wm. Bolthouse Farms Inc. 7200 E. Brundage Lane Bakersfield CA layoff 93 3/31/09 

Worldwide Flight Services Inc. 

(WFS) 615 N. Nash St. Suite 304 El Segundo CA closure 143 4/12/09 

Zebra Technologies Corp. 1001 Flynn Road Camarillo CA layoff 44 4/27/09 

Zenith Insurance Co. 21255 Califa St. 

Woodland 

Hills CA layoff 43 4/13/09 

Marriott Could Rescue 

Fabled Greenbrier Resort from Bankruptcy 
he Greenbrier Hotel Corp. (GHC), owner of The Greenbrier resort in White Sulphur Springs, WV, (thee best 

resort I've ever stayed at) filed for Chapter 11 protection in the Eastern District of Virginia in Richmond. The 

Greenbrier contains 721 rooms on 6,500 acres resort in southeastern West Virginia. 

 

As part of the filing, GHC asked for approval of financing from its parent corporation, CSX Corp., to support the 

resort's ability to operate in the normal course in the near-term. 
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As part of the restructuring, GHC also agreed to sell the resort to Marriott Hotel Services Inc. 

 

"A sale to Marriott would be a great outcome for everyone associated with The Greenbrier," said Michael Gordon, 

president and managing director of the resort. 

 

The agreement with Marriott contemplates that CSX would provide $50 million, through an affiliate, to be used in 

the operation of the resort after completion of the sale. These funds would be paid over a two-year period following 

the closing of the transaction. In turn, Marriott would pay GHC between $60 million and $130 million within 

approximately seven years, with the actual amount depending on the timing of the payment and The Greenbrier's 

financial performance. 

 

The transaction, which is not expected to be completed until later in the year, is contingent on the ability of The 

Greenbrier and its unions to negotiate labor contracts that are satisfactory to Marriott. It is also subject to a court-

supervised auction process in which other qualified purchasers will have an opportunity to bid on the resort. Marriott 

would assume management responsibility for the resort as soon as the transaction is closed. 

Drug Fair Files Bankruptcy, Walgreens to Keep Most Stores Open 
By: Sasha M Pardy 

rug Fair Group, a New Jersey drug store operator, filed Chapter 11 and agreed to sell substantially all of the 

assets associated with 32 of its stores to Walgreens for an undisclosed amount. 

 

Drug Fair intends to continue operating as normal throughout the bankruptcy process and until its sale to Walgreens 

is complete. To do this, Drug Fair secured a four-month, $40 million, debtor-in-possession facility. 

 

Prior to filing bankruptcy, Drug Fair sold some assets related to 13 of its stores to third parties, including Walgreens; 

which specifically purchased prescription files from 11 Drug Fair stores. 

 

Walgreens said it plans to keep most, but not all of the acquired Drug Fair stores open. As of Jan. 31, 2009, 

Walgreens drug store fleet was comprised of 6,659 stores, including 112 stores in New Jersey. 

 

According to CoStar Tenant, the typical Drug Fair store is 15,000 square feet. Drug Fair leases a 200,723-square-

foot building that serves as its headquarters on Cottontail Lane in Franklin Township, NJ. 

Deloitte, PricewaterhouseCoopers 

To Split Up BearingPoint Assets 
eloitte, which provides audit, consulting, financial advisory, risk management, and tax services, signed an asset 

purchase agreement to acquire substantially all of the assets of the North American Public Services practice of 

BearingPoint out of bankruptcy for total consideration of $350 million in cash and the assumption of certain 

BearingPoint liabilities. 

 

The acquisition of McLean, VA-based BearingPoint's Public Services practice would accelerate Deloitte's expansion 

of its federal government services business. 

 

In addition, BearingPoint has signed a non-binding letter of intent to sell a substantial portion of its North American 

Commercial Services business, including its Financial Services segment, to PricewaterhouseCoopers LLP for $25 

million. 

 

BearingPoint is a global management and technology consulting company that filed for Chapter 11 bankruptcy 

protection on Feb. 18. The agreements are subject to approval by the bankruptcy court, which may consider higher 

competing bids. 

 

BearingPoint is also in late-stage negotiations with its local management teams to sell its Japanese, Asian Pacific, 

European and Latin America practices. 

D 
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Landlord Forces Transmeridian Exploration's Hand 

ransmeridian Exploration Inc. and two of its wholly owned subsidiaries have filed voluntary petitions for 

reorganization under Chapter 11 in the Southern District of Texas. 

 

On Feb. 17, Transmeridian Exploration received written notification of the termination of its right to occupy its 

leased premises at 5847 San Felipe, 43rd Floor, in Houston, TX. In addition, the landlord, TPG–San Felipe Plaza LP 

(Thomas Properties Group), demanded for immediate payment of rent and all costs due under the lease, an amount 

totaling $607,749. 

Lease Cancellations 
his week's lease cancellations applied for through bankruptcy court actions in the defunct subprime arm of 

Lehman Brothers and from newspaper publisher Journal Register Co. 

 

Prior to filing bankruptcy last fall Lehman Brothers had announced plans to shut down its subprime mortgage 

lending unit, BNC Mortgage LLC. BNC was one of the top 20 subprime producers in 2006, originating over $14 

billion in loans. Now as part of its bankruptcy filing Lehman Bros. is seeking to cancel 13 BNC leases. 

 

The Journal Register Co. based in Yardley, PA filed for relief under Chapter 11 in February in Southern District of 

New York. The filing was part of a pre-negotiated plan of reorganization with certain of its secured lenders designed 

to reduce substantially the publishing company's debt. Prior to the filing, the company embarked on an 

organizational restructuring and shut down some of its publications. 

 

Company Leased Address City State  Landlord  

BNC Mortgage 1475 S. Bascom Ave., Suite 101 Campbell CA Creekside Business Mall LLC 

BNC Mortgage 

22632 Golden Springs Drive, 

Suite 200/210 Diamond Bar CA Rosemead Properties, Inc. 

BNC Mortgage 

Corridors II Building, 2655 
Warrenville Road, 5th Floor Downers Grove IL 

Corridors I & II/Loudoun II SPE 
Feeco LLC 

BNC Mortgage 500 N. Central Ave., Suite 300 Glendale IL GRE Glendale LLC 

BNC Mortgage 5450 W. Sahara Ave., Suite 200 Las Vegas NV 5450 West Sahara LLC 

BNC Mortgage 

1501 W. Fountainhead Pkwy., 

Suite 130 Tempe AZ Amberjack Ltd. 

BNC Mortgage 

16400 Southcenter Parkway, 

Suites 405 and 408 Tukwila WA Sunray Investments LLP 

BNC Mortgage 

300 Galleria Officentre, Suites 
400 and 406 Southfield MI Galleria Properties LLC 

BNC Mortgage (tenant); Redd 

Shell Corp. (Subtenant);  

Trustwave Holdings Inc.  

(Subsublessee) 6300 S. Syracuse Way, Suite 110 Centennial CO Legacy III Centennial LLC 

BNC Mortgage (tenant); 

Aimbridge Hospitality LP 

(subtenant, 4,915 sf); Wingspan 

Portfolio Advisors LLC 

(subtenant, 5,488 sf) 4100 Midway Road, Suite 1110 Carrollton TX CB Office 10, Ltd. 

BNC Mortgage (tenant); Lehman 

Brothers Bank FSB (subtenant) 

4100 E. Mississippi Ave., Suite 

1000 Glendale CO Mountain Towers Properties LLC 

BNC Mortgage (tenant); The 

Training  Authorities LLC 

(subtenant) 

1225 E. Fort Union Blvd., Suite 

100 Midvale UT 

Northwest LLC (Union Park 

Office Building Salt Lake City 

LP) 

BNC Mortgage (tenant); HTC 

America Inc. (subtenant) 1051 Perimeter Drive Schaumburg IL 
Beneficiaries of North Star Trust 
Co. 

Company Landlord Address City State Landord 
Journal Register Co. 17 Wabank Road Millersville PA CBS Properties 

Journal Register Co. 401 S. Market Ave. Mount Joy PA Chronicle Properties 

Journal Register Co. 403 S. Limestone Road Parkesburg PA Donald Althouse 

Journal Register Co. 48 S. Market St. Elizabethtown PA Preferred Realty 

Journal Register Co. 2005 S. Easton Road, Suite 306 Doylestown PA Penn's Grant Realty 

Journal Register Co. 44A 74th St. Brooklyn NY Edward Short 

T 
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Journal Register Co. 529 Fayette St. Conshohocken PA Demeido Agency 

Journal Register Co. 1626 Amity Road Rydal PA The Henry Partnership 

Journal Register Co.  

Newtown 

Square PA DPRM 550 Exton Commons LP 

Journal Register Co. 680 N. Broad St. Middletown DE Automotive Financial Services 

Journal Register Co. 7300 City Ave. Philadelphia PA Herbert Yentis &Co Realtors 

Journal Register Co. 31530 Concord Drive 

Madison 

Heights MI 6145 Wall Street Partners LLC 

Journal Register Co.  Harrison MI Red Oak Leasing 

Journal Register Co. 495 W. Sanilac Road Sandusky MI Graff Chevrolet Buick 

Journal Register Co.  Elk Rapids MI L Lee Enterprises LLC 

Journal Register Co. 440 Hemlock St. Boyne City MI Husan Land Co. 

Journal Register Co. 4878 Bailey Bridge Route 1 Freeland MI Michael Engwis 

Journal Register Co. 72758 Mallard Drive Romeo MI Cin Cons Inc. 

Journal Register Co.  Cadillac MI Kiley Lease Investments LLC 

Journal Register Co. 31850 Northwestern Highway 
Farmington 
Hills MI Agree Partnership 

Journal Register Co. 39466 Village Run Drive Northville MI Quinian Park Property LLC 

Journal Register Co. 15 Potter St. Haddonfield NJ Joyce Mullen 

Journal Register Co.  Hillsdale NY Larry Edelman 

Journal Register Co. 28 Gibson Blvd. Clark NJ Marcon Enterprises 

Journal Register Co. 1820 Van Reed Road Reading PA Robert Marella 

Journal Register Co. 5698 Forman Drive 

Bloomfield 

Hills MI Optimal International 

Journal Register Co. 102 S. Clifton St. Manchester MI Unic01 LLC 

Journal Register Co. 

NovaCare Complex One 
NovaCare Way Philadelphia PA Eagles Stadium Operator LLC 

Journal Register Co. 5 Championship Drive Auburn Hills MI 

Palace Sports & Entertainment, 

Inc. 

Journal Register Co. 

c/o Detroit Tigers. Comerica Park, 

2100 Woodward Ave. Detroit MI Tiger Ballpark LLC 

Journal Register Co.  Philadelphia PA Phillies Ballpark LP 

Bad Bank Watch: 

Doubts Arise over Georgia Bank's Continued Existence 
ecurity Bank Corp. in Macon, GA, a $2.9 billion bank holding company of six separate banks in Georgia, 

received a huge red flag from its auditors late last week. 

 

The company's auditors McNair, McLemore, Middlebrooks & Co. LLP, expressed substantial doubt in the 

company's annual report for the year ended Dec. 31, 2008, about Security Bank's ability to continue as a going 

concern. 

 

In response to the issuance Tony E. Collins, Security Bank Corp's president and CEO issued the following 

comment: "Given these times of unprecedented challenges for financial institutions, we remain very focused on our 

previously stated objectives of preserving capital, maintaining liquidity, improving asset quality and reducing 

noninterest expenses. As such, we have undertaken several initiatives to help ensure the bank's long term viability 

which includes engaging two investment banking firms to explore possible strategic alternatives to raise capital as 

well as negotiate the sale of certain offices, including selected assets and liabilities." 

 

Security Bank Corp. operates six community banks with banking offices throughout middle and coastal Georgia and 

north metropolitan Atlanta: 

 Security Bank of Bibb County, in Macon, $1.25 billion in assets, 

 Security Bank of Jones County, Gray, $442 million, 

 Security Bank of Houston County, Perry, $384 million, 

 Security Bank of Gwinnett County, Suwanee, $357 million, 

 Security Bank of North Metro, Woodstock, $241 million, and 

 Security Bank of North Fulton, Alpharetta, $204 million. 
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The company incurred significant losses during 2008 which resulted in four of its six subsidiary banks not meeting 

adequate regulatory capital levels. As a result, the banks have to operate under restrictions from federal and state 

regulators "which result in uncertainty about the company’s ability to meet obligations coming due in 2009," 

McNair, McLemore reported in its audit statement. "These matters raise substantial doubt about the ability of 

Security Bank Corporation to continue as a going concern." 

 

The most significant operating restriction prevents the four undercapitalized banks from accepting, renewing or 

rolling over brokered deposits. 

 

Security Bank Corp. has applied to federal and state banking authorities to consolidate its six banking charters into a 

single banking charter. If approved, the resulting bank would be expected to be adequately capitalized and could 

apply to the FDIC for a waiver to the restrictions 

 

In addition, the company is negotiating the sale of certain offices outside of core markets. 

 

The company also is proactively reducing loans receivable with curtailed loan originations generally only to those 

borrowers with whom it has deposit relationships. In addition, it has encouraged certain borrowers to refinance their 

loans with other banks, or as an alternative, increased their interest rates to a level commiserate with the related risk. 

 

The company also continues to work to enhance its liquidity position, mostly recently by deferring $40 million of 

interest payments due to FSI Group LLC on certain borrowings from that company. 

 

As of Dec. 31, 2008, approximately 73% of Security Bank Corp.'s loan portfolio consisted of real estate loans 

related to residential land acquisition and development and construction loans for builders and developers. 

 

However, the bank holding company has begun to see a rise in nonperforming and delinquent nonresidential loans. 

 

The company's repossessed assets as of year-end stood at $94.7 million, up from $28.2 million a year earlier. Most 

of that was in foreclosed construction and development properties and an additional $5 million was of nonresidential 

real estate. 

 

Its nonperforming loans increased from $50.8 million at year-end 2007 to $224.6 million at year-end 2008. Its 

nonperforming commercial real estate loans totaled $15.1 million. 

Loan Maturity Leads 
 

Property Name Property Address City State 

Property 

Type 

Maturity 

Date 

Ending 

Balance 

Interest 

Rate 

Southside Commons 2108 S. Irby St. Florence SC Retail 8/1/2009 $2,409,511 8.07% 

Casa Verde 

Apartments 

700-810 San Pedro & 

701-811 Navarro 

College 

Station TX Multifamily 6/1/2009 $2,307,665 7.41% 

Hawthorn Suites 

1502 E. Central Texas 
Expressway Killeen TX Hotel 10/1/2009 $2,290,629 8.91% 

1750 Fifth Avenue 

Building 

1750 Fifth Ave. and 1755 

Fourth Ave. San Diego CA Office 8/1/2009 $2,278,454 8.03% 

Town Center Mall 

Shoppes 

390 Ernest W. Barrett 
Parkway Kennesaw GA Retail 8/1/2009 $2,228,609 8.36% 

Sunchase Square 

Apartments 7317 Holly Hill Drive Dallas TX Multifamily 9/1/2009 $2,181,234 7.99% 

Pecos Wigwam 

Commercial 2599 Wigwam Parkway Henderson NV Retail 7/1/2009 $2,164,581 8.02% 

Timber Ridge 

Apartments 1342 N. Garden Drive St. Louis MO Multifamily 8/1/2009 $2,154,732 8.03% 

        

Shadowbrook 

Apartments 145 Navajo Drive Sedona AZ Multifamily 7/1/2009 $2,123,450 7.99% 

White Horse Commons 6134 White Horse Road Greenville SC Retail 8/1/2009 $2,111,678 8.07% 
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20 Seashore Apartments 19822 Brookhurst St. 

Huntington 

Beach CA Multifamily 7/1/2009 $1,949,641 7.66% 

Maracay Building 15160 N. Hayden Road Scottsdale AZ Office 10/1/2009 $1,808,522 8.26% 

Creekwood Care 

Center 830 Tamalpais Ave. Novato CA Health Care 7/1/2009 $1,733,402 8.44% 

West Oaks Club 

Apartments 43120 30th St. West Lancaster CA Multifamily 6/1/2009 $1,722,227 7.21% 

5400 Live Oak 

Apartments 5400 Live Oak St. Dallas TX Multifamily 5/1/2009 $1,604,564 7.64% 

Buffalo Avenue 

Apartments 

5914 Buffalo Ave. and 

13545 Califa S. Van Nuys CA Multifamily 7/1/2009 $1,567,895 7.83% 

Huffines Plaza 229 Huffines Plaza Lewisville TX Retail 9/1/2009 $1,468,576 8.65% 

West End Court 830 West End Court Vernon Hills IL Office 6/1/2009 $1,442,172 7.11% 

Centre Stage at 

Jonestown Shopping 

Center 381 Jonestown Road 

Winston-

Salem NC Retail 5/1/2009 $1,429,358 8.09% 

Desert Classic Mobile 

Home Park 5250 S. Campbell Ave. Tucson AZ 

Mobile 

Homes 10/1/2009 $1,422,770 7.80% 

Oakley Lofts 1855 N. Oakley Chicago IL Multifamily 6/1/2009 $1,293,817 7.63% 

Balcones Apartments 1000 Balcones Drive 
College 
Station TX Multifamily 6/1/2009 $1,247,111 7.56% 

Bonnie Brae 236 S. Bonnie Brae St. Los Angeles CA Multifamily 9/1/2009 $1,177,041 8.10% 

Westwood Apts. 519 W. 940 North Provo UT Multifamily 6/1/2009 $1,005,525 7.93% 

Town East Center 1100 Homer Road Minden LA Retail 5/1/2009 $981,888 7.98% 

American Store & 

Lock #1 

13304 E. Independence 

Blvd. and 101 Seaboard 
Dr. 

Stallings 
(Indian Trail) NC 

Self 
Storage 10/1/2009 $979,878 8.15% 

Casa Manana 

Apartments 227-235 Cypress Drive San Ysidro CA Multifamily 9/1/2009 $908,950 8.28% 

Zaragosa Retail Center 835 Zaragosa Road El Paso TX Retail 9/1/2009 $755,607 9.37% 

Windy Hill Crossing 

2311-2343 Windy Hill  

Road Marietta GA Retail 8/1/2009 $741,557 8.33% 

511 West 147th St. 511- 519 West 147th St. Bronx NY Multifamily 10/1/2009 $681,497 7.75% 

Central Manor 

Apartments 2611 Central Ave. NE Minneapolis MN Multifamily 7/1/2009 $680,316 8.42% 

Koretoff Industrial 

Complex 

15960-15983 Downey 

Ave. Paramount CA Industrial 11/15/2009 $405,407 9.75% 

BofA 2000-1. Master Servicer: Midland Loan Services; Special Servicer: Capmark Finance 

Watch List of Distressed Properties and Loans of Concern 
 

Property, Address 

Property 

Type, Size 

CMBS; 

Special 

Servicer Comment 

Solana Center, 5 Village 

Circle/State Hwy 114 Kirkwood 

Blvd., Westlake, TX 

Mixed Use, 

1,900,000 

BofA 2007-1;  

CWCapital 

The loan transferred to special servicing this month when the 

sponsor requested payment relief. The property contains office, 
retail, and hotel components. As of June 2008, the servicer 

reported a debt service coverage ratio of 1.88 times (x) and 

occupancy of 98%. 

Riverside Center, 710 Horatio St., 

Utica, NY Retail, 633,503 

BS 2004-

BBA3; Bank 
of America 

The loan matured in November 2008 but was extended to 

November 2009. The transaction has paid down by 98.2% since 

issuance. The mall was 76.7% occupied in December 2008 

compared to 91.4% at issuance. Tenants Steve & Barry's, Linens 
& Things, and A.C. Moore Arts & Crafts have recently closed. 

Burlington Coat Factory is scheduled to occupy 70,000 square feet 

once the buildout of the space is complete. It is anticipated that it 
will take occupancy in August 2009. 

Colorado Mills, 14500 W. Colfax 

Ave., Lakewood, CO 

Retail, 
1,100,000 

BS 2004-

BBA5; Bank 
of America 

Colorado Mills mall is part of the retail portfolio owned and 

managed by Simon Properties. The loan matured in November 

2007 and is currently operating under the last extension option. 
Fitch reviewed financial statements through year-end (YE) 2008, 

along with the YE 2008 rent roll and tenant sales report. The Fitch 

stressed net cashflow has declined 27.8% since issuance resulting 
in a Fitch stressed debt service coverage ratio of 1.02 times (x). 
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The decline is largely due to lower rents per square foot on 

recently signed leases and higher vacancy. Collateral occupancy 

was 76.9% at YE 2008 as compared to 85.8% at YE 2007. 

Loews Lake Las Vegas , 101 

Montelago Blvd., Henderson, NV Hotel, 493 

CD 2007-

CD4; 

CWCapital 

Debt service coverage was 0.37x for the period ending June 30, 
2008, and RevPAR of $103.77 as of October 2008. The loan was 

transferred to the special servicer due to imminent default. The 

borrower indicated the property was not generating sufficient cash 
flow from operations to pay the debt service. The borrower also 

indicated it is no longer willing to fund the shortfalls. The 

performance at the property has been negatively affected by 
increased cancellations and fewer group bookings. The loan has a 

balance of $117 million. The loan has a final maturity of Jan. 1, 

2012, and is interest-only throughout the term. 

Mansions at Steiner Ranch, 4500 

Steiner Ranch Blvd., Austin, TX 

Multifamily, 

502 

CSMC 2007-
C1; Midland 

Loan Services 

The loan transferred to special servicing on March 5 due to 
imminent default. The properties have suffered substantial declines 

in occupancy that have affected the borrower's ability to service 

the debt. The most recent servicer reported debt service coverage 
ratio was 0.57 times for the 11-month period ending Nov. 30, 

2008, and the occupancy was 64.6% as of that date. This compares 

to a reported weighted-average DSCR of 1.41x and weighted-
average occupancy of 89.9% across the portfolio as of year-end 

2007. 

Mansions on the Green I, 7711 

O'Connor Blvd., Round Rock, TX 

Multifamily, 

340 

CSMC 2007-

C1; Midland 

Loan Services 

The loan transferred to special servicing on March 5 due to 

imminent default. The properties have suffered substantial declines 
in occupancy that have affected the borrower's ability to service 

the debt. The most recent reported debt service coverage ratio was 
0.57 times for the 11-month period ending Nov. 30, 2008, and the 

occupancy was 64.6% as of that date. This compares to 1.41x and 

and 89.9% across the portfolio as of year-end 2007. 

Mansions at Canyon Creek, 9009 

N. FM 620, Austin, TX 

Multifamily, 

332 

CSMC 2007-

C1; Midland 

Loan Services 

The loan transferred to special servicing on March 5 due to 
imminent default. The properties have suffered substantial declines 

in occupancy that have affected the borrower's ability to service 

the debt. The most recent reported debt service coverage ratio was 
0.57 times for the 11-month period ending Nov. 30, 2008, and the 

occupancy was 64.6% as of that date. This compares to 1.41x and 

and 89.9% across the portfolio as of year-end 2007. 

Mansions on the Green II, 7720 

O'Connor Blvd., Round Rock, TX 

Multifamily, 

243 

CSMC 2007-

C1; Midland 

Loan Services 

The loan transferred to special servicing on March 5 due to 

imminent default. The properties have suffered substantial declines 

in occupancy that have affected the borrower's ability to service 

the debt. The most recent reported debt service coverage ratio was 
0.57 times for the 11-month period ending Nov. 30, 2008, and the 

occupancy was 64.6% as of that date. This compares to 1.41x and 

and 89.9% across the portfolio as of year-end 2007. 

Palm Beach Mall, 1801 Palm 

Beach Lakes Blvd., West Palm 

Beach, FL Retail, 702,427 

JPMorgan 

2003-PM1 

The loan transferred to special servicing on March 10. The mall 
underwent a $40 million renovation in 2000 that added 309,053 

square feet of net rentable area to the center. Performance declined 

abruptly late last year when Dillard's closed its store in October 
2008. In January 2009, Macy's announced its store closure due to 

poor sales performance. Although Dillard's and Macy's are not part 

of the loan collateral, their closures are expected to have a negative 
impact on foot traffic throughout the mall. Inline occupancy has 

also declined from issuance, which has affected the borrower's 

ability to service the debt. As of September 2008, the mall was 
69% occupied with a debt service coverage ratio of 0.74 times (x), 

down from 1.40x at year-end 2007. 

Lincoln Village at Twelve Bridge, 

805 Twelve Bridges Drive, Lincoln, 

CA Retail, 86,910 

JPMorgan 

2006-LDP9; 
LNR Partners 

The loan transferred to special servicing on March 13. The 

property has experienced an increase in overall operating expenses 
resulting to a decline in net cash flow. As of Sept. 30, 2008, the 

debt service coverage ratio and occupancy were 1.12 times (x) and 

95% respectively. For the same period, the rent roll reflects 43 
tenants, the largest occupying 4,652 sf. 

 

 

 

 

    

Airport Corporate Center, 7200-

7665 NW Corporate Center Drive, 

Miami, FL 

Office/Flex, 
1,000,000 

LB-UBS 

2004-C4; 
LNR Partners 

The loan has an unpaid principal balance of $91 million.The 

interest-only, fixed-rate loan bears interest at 4.775% and was to 
mature March 11. The loan was transferred to the special servicer 
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after the borrower notified the master servicer that it would not be 

able to pay off the loan on its March 11 because it did not have 

refinancing in place. The borrower indicated that the lenders it has 
approached thus far have been unwilling to lend enough proceeds 

to refinance the loan, and the borrower is unable to contribute 

additional capital at this time. The borrower is continuing to seek 
new financing with other lenders. The master servicer reported 

debt service coverage of 1.82x and occupancy of 89% for the six 

months ended June 30, 2008. 

230 Peachtree, 230 Peachtree St., 

Atlanta, GA Office, 414,768 

Wach 2005-
WHALE 6; 

Wachovia 

Bank 

The property has a whole-loan balance of $28 million. As of Sept. 
30, 2008, the property was 67% occupied, down from 74% at 

issuance. Standard & Poor's adjusted valuation is down 35% from 

its level at issuance, reflecting lower rents and higher operating 
expenses. The A portion of the loan ($18 million) is scheduled to 

mature on July 9, 2009, and has one, 12-month extension option 

remaining. The extension term is subject to a minimum debt 
service coverage hurdle of 1.30x on the whole loan, but the 

reported DSC for the nine months ended Sept. 30, 2008, was 

0.65x. 

Claridge Apartments, 10027 Spice 

Lane, Houston, TX 

Multifamily, 

173 

JPMorgan 

2006-LDP9; 

LNR Partners 

The property became REO 6/3/08.  The three-year disposition date 
is 12/31/2011.  Asset Plus Corp is management company.  Jim 

Hurd/Houston Income Properties hired as listing agent at an asking 

price of $6.25MM. The current leased occupancy is 57.2%. 

Chancellor Apartment Homes, 311 

Parramatta Lane, Houston, TX 

Multifamily, 
224 

JPMorgan 

2006-LDP9; 
LNR Partners 

"The property became REO 6/3/08.  The three-year disposition 
date 12/31/2011.  Asset Plus Corp is management company.  

Hendricks & Partners hired as listing agent, at an asking price of 
$4.75 million. The current leased occupancy is 37.5%. 

9050 West 81st Street, 9050 W. 

81st St, Justice, IL Office, 59,959 

JPMorgan 

2006-LDP9; 

LNR Partners 

REO property; currently being marketed by Colliers, B&K for sale 

and for lease at the same time. 

8900 Broadway, 8900 Broadway, 

Merrillville, IN Office, 16,447 

JPMorgan 
2006-LDP9; 

LNR Partners 

REO property; currently being marketed by Colliers, B&K for sale 

and for lease at the same time. 

201 West 89th Avenue, 201 W. 

89th Ave., Merrillville, IN Office, 16,050 

JPMorgan 

2006-LDP9; 
LNR Partners 

REO property; currently being marketed by Colliers, B&K for sale 
and for lease at the same time. 

2001 South US Route 41, 2001 S. 

US Route 41, Schererville, IN Office, 23,873 

JPMorgan 

2006-LDP9; 

LNR Partners 

REO property; currently being marketed by Colliers, B&K for sale 

and for lease at the same time. 

9132-9136 Columbia Avenue, 

9132-9136 Columbia Ave., 

Munster, IN Office, 6,000 

JPMorgan 
2006-LDP9; 

LNR Partners 

REO property; currently being marketed by Colliers, B&K for sale 

and for lease at the same time. 

Park Plaza Shopping Center, 834 

Ohio Pike, Cincinnati, OH Retail, 45,259 

JPMorgan 

2006-LDP9; 
LNR Partners 

The borrower has failed to make payments. The lender has 
engaged counsel and is in the process of filing foreclosure. 

4015 Lemmon, 4015 Lemmon 

Ave., Dallas, TX Retail, 8,333 

JPMorgan 

2006-LDP9; 

LNR Partners 

The loan is in default.  Counsel has been retained, and the 

foreclosure process is being proceeding. 

Powhatan Wellness Center, 1660 

Anderson Highway, Powhatan, VA Other, 19,501 

JPMorgan 
2006-LDP9; 

LNR Partners 

Overall debt service coverage is below the threshold of 1.10x due 

to a decrease in base rent. 

 


