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Has the Vacancy Rate Become Irrelevant? 
he U.S. office vacancy rate has not busted above the 13% barrier for 14 years since the end of the great 

oversupply build up of the late 1980s and early 1990s. Even now at the end of 15 months of the most severe 

recession since the 1930s, the U.S. office vacancy rate still hovers manageably below 12.5%. 

 

In its First Quarter 2009 Office Review delivered this week, CoStar Group asks the question: "What's wrong with 

this picture?" 

 

"Never has a vacancy rate chart been more useless in commercial real estate," Andrew Florance, president and CEO 

of CoStar Group, told an online audience of more than 800 who logged into the presentation this week. "I think you 

have to sort of switch gears when the market's moving this rapidly and take a different picture." 

 

"You look at this most recent job loss situation and you look at the implied negative absorption and it's completely 

missing," Florance added. "You've had massive job loss and only 20 million square feet of negative absorption." 

 

"Based upon the job losses we've seen today, we should be seeing 450 million square feet of negative absorption 

compared to the negative 20 [million] we've actually experienced," Florance said. "And with a forecast job loss, in 

total we should be seeing negative 700 million square feet of absorption compared to the 20 million we've seen to 

date. So there's a complete disconnect right now between job losses and absorption." 
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2 
Total Available Nearly Double Total Vacant 

However, Florance added, that not every job lost will translate into negative net absorption. Nor was Florance 

forever writing off the value of the vacancy stat, though, he clearly pointed out its inefficiency in analyzing current 

commercial real estate market conditions. 

 

Delving deep into CoStar Group data and supplementing widely used current economic indicators, CoStar Group 

forecasted that the U.S. office vacancy could shoot up to 18.2% in 2010. 

 

That number is a 300 basis point increase from CoStar Group's forecast issued at the end of 2008 just three months 

ago. Florance said the predicted increase correlates directly with the worsening labor situation and the predicted 

increases in the number of jobs that will be lost in the next two years. 

 

Unlike in the mini recession following the dot.com bust in 2001, negative net absorption now is not immediately 

detectable, Florance explained. 

 

When the Internet bubble burst in 2001, the impact was immediate. Start-up companies with no operating history 

that had leased hundreds of thousands of square feet in anticipation of rapid growth went belly up immediately. The 

space was never occupied and went back to market immediately, Florance said. 

 

Job losses today are coming from long-established, Fortune 1000 companies. These types of companies, Florance 

said, are reluctant to give back the space or put it on the market. Hence, there is an abundantly large but hidden 

supply of available space. 

 

At no other time in the past 25 years has there been so much unlisted, therefore undetected, space available for lease. 

There are several reasons for this, Florance said. 

 

 Tenants have been unwilling to take the hit on their balance sheet from accelerated depreciation and rent 

loss differential on their leased space. 

 The established tenants are still hopeful about being able to rehire laid off staff. 

 Major tenants such as those in the financial services industry are fighting bigger fires involving billions of 

dollars and not currently focusing on a few million dollars in underutilized space. 

 Smaller and mid-sized tenants are worried that putting their unused space up for sublease could send an 

impression that they are not financially stable. 

 Building owners are not recognizing failed tenants so as to avoid any negative impact on their balance 

sheet. 

 Landlords are having trouble forcing out insolvent tenants. And 

 Lenders are not forcing the issue of recognizing unoccupied space as long as owners are still collecting 

rents and making loan payments. That way they don't have to write down the value of their loan asset. 

 

CoStar Group tracks both available and vacant space and the discrepancy between the two has been growing 

increasingly wider since 2006. 

 

At the start of 2006, there was an approximately 300 basis point spread between the then vacancy rate of about 

11.25% and the then availability rate of about 14.25%. 

 

Today, that spread is about 1,100 basis points with the total availability of office space now approaching one-fourth 

of total supply. 

Leasing Activity Plummets 

Another factor is also working to depress the national office market. The office leasing market experienced a huge 

drop off in activity this past quarter. 

 



Watch List 
 

CoStar Group, Inc. (April 12-18, 2009)                                Copyright © 2009 CoStar Realty Information, Inc. All rights reserved. 

 

3 
Looking at the 15 largest office markets in the country, total leasing activity is off 46% from what it was in the same 

period last year. In the first quarter of last year, nearly 71.7 million square feet of deals were completed; that number 

dropped to 38.8 million in the first quarter of this year. 

 

Only in the Atlanta metro area has leasing activity held up. 

 

Total Leasing Activity 
By Market 1Q 2008 1Q 2009 % Decline 

New York City 11,341,653 4,913,275 57% 

Washington, DC 7,978,117 4,897,472 39% 

Chicago 6,291,007 3,047,459 52% 

Los Angeles 5,460,099 3,316,846 39% 

Boston 5,102,162 2,452,647 52% 

Philadelphia 3,457,500 1,602,625 54% 

Northern New Jersey 3,368,045 2,305,122 32% 

Dallas/Fort Worth 6,511,908 2,575,046 60% 

Atlanta 3,975,517 3,972,812 0% 

Houston 5,021,679 3,431,621 32% 

Westchester/So. CT/Long Island 3,504,940 1,882,646 46% 

Detroit 2,145,274 1,055,041 51% 

Denver 3,491,316 1,781,824 49% 

Seattle/Puget Sound 1,918,413 1,199,681 37% 

Minneapolis/St. Paul 2,086,912 391,226 81% 

Totals 71,654,542 38,825,343 46% 

 

As fewer deals are getting done, available space is staying on the market longer and longer. According to CoStar 

Group numbers, the average number of days from when a space goes on the market to when a lease is signed has 

increased from about 270 days at the start of 2006 to 415 days last quarter. 

(continued on next page) 
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Office Sales Prices Collapse 

The last item of really bad news coming out of the CoStar First Quarter 2009 Office Review was that the price of 

office buildings sold in the first quarter plummeted dramatically. 

 

Class A office prices dropped 21% in the first quarter compared to prices recorded in the previous quarter. Prices 

peaked in the first quarter of 2008 and are down 51% since then to less than $200/square foot. 

 

Class B office prices dropped 40% in the first quarter compared to prices recorded in the previous quarter. Prices 

peaked in the third quarter of 2008 and are down 55% since then to about $130/square foot. 

 

Class C office prices dropped 24% in the first quarter compared to prices recorded in the previous quarter. Prices 

peaked in the third quarter of 2008 and are approaching $116/square foot. 

 

Sales volume is also way down from their unsustainable peak of nearly $18 billion per quarter in early 2007 to a 

little less than their 30-year historical average of around $2 billion in deals per quarter this past quarter. 

Landlords Offer Major Perks in Uncertain Market 
By: Andrew Deichler 

ith the leasing market in a state of disarray and creditors looming in the background, property owners are 

offering aggressive incentive packages that they hope will break the bunker mentality among tenants and spur 

new activity, brokers say. 

 

The incentives, which range from practical to lavish, are significant in a soft market where rents are falling rapidly. 

But with businesses pulling back on expenses and job cuts still accelerating, few tenants are testing the market. 

Rise of the Benevolent Landlord 

"Some landlords are trying to beat out the market by being aggressive," said Marc Shapses, executive managing 

director at Studley. 

 

Free rent, for example, is a clever way for landlords to offer new tenants a discount for several months while not 

actually lowering rates. 

 

Covering TI is another way to rope in new tenants. With build-outs being a major factor in the burden of relocation 

and construction costs falling, many landlords are offering turnkey options for tenants. 

 

One of the boldest moves by landlords is offering to pick up existing lease obligations. Some landlords are willing to 

pay up to a yearôs worth of rent at a tenant's prior location, said Paul Ehrenreich, principal at CresaPartners in 

Washington, D.C. 

 

No one wants to pass up an offer thatôs too good to be true, but the goal for many tenants is to pinpoint the perfect 

time to make a deal. Even with falling rates in major markets like New York, "there is concern that rents are going 

to come down further. People are trying to wait it out and not get locked in too early," said Shapses. However, he 

advised that tenants need to understand the risks of waiting and should never hold out longer than is necessary. No 

tenant wants to get caught in a situation where its space (or lack thereof) affects its business in a negative way, said 

Shapses. Companies need to be careful not to let the size of their offices limit potential growth. 

 

But as long as a tenant is careful not to overextend itself, the potential to lock in a sweet deal is out there. Earlier this 

year, accounting firm KPMG, widely expected to renew its lease at 303 E. Wacker in Chicago in 2012, instead 

signed a 15-year, 260,000-square-foot lease in the Aon Center. Last week, government technology contractor SAIC 

ironed out a 10-year, 171,000-square-foot deal at the newly constructed Franklin Center in Columbia, MD. 

 

Shapses, along with partner David Dusek, recently negotiated a major relocation for Ironshore Holdings, which 

recently relocated from a 10,000-square-foot office at One Exchange Plaza to a 54,060-square-foot space at 1 State 

Street Plaza. The insurer had been looking to expand since June of 2008, but decided to sit tight at Studley's advice. 

W 
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The wait paid off and Ironshore ended up saving approximately one-third on the rent, said Shapses. If Ironshore had 

locked itself in last summer, it could be paying as much as 35 percent more than it is now. 

 

Sublease space can be an attractive option to tenants looking to relocate, as it is often "built, furnished, wired and 

ready-to-go," said Shapses. But he also noted that subtenants need to be conscious of the health of the sublandlords. 

If the sublandlord goes under, then the tenant is forced to work out a deal with the property owner, or move out. 

"This should be dealt with before a lease is signed," he said. 

 

Shapses pointed out that, in addition to landlords offering concession packages and sublandlords proposing space at 

cheaper rates, tenants should also keep an eye out for city and state incentives. New York has the Job Creation and 

Retention Program (JCRP), an effort that started after 9/11 to keep tenants downtown. "People thought the money 

was gone," Shapes said, "But there's still about $30 million left." Growing businesses with 200-plus employees are 

eligible for the fund. 

 

The push by local governments can often play a major role in a company's relocation plans. State and county 

officials are receiving a lot of the credit for the relocation of Hilton Hotels to Fairfax County, VA, which CoStar 

reported on last month. The Fairfax County Economic Development Authority (FCEDA) put together a $4.6 million 

incentive package to import the hotel giant from the West Coast. 

Tenants Walk the Tightrope 

The response to the landlordsô efforts has been mixed. "Tenants are more in the driver's seat, but not as much as you 

might think," said David Birdwell, executive vice president and COO of developer IDI. Even though some landlords 

are bending over backwards to rake in business, tenants are not immune to falling stock and the need to cut corners. 

 

Many tenants have become hesitant to make long-term commitments - even ones that have a longstanding history at 

a particular location. Earlier this year, L-Soft International signed a short-term renewal at Corporate Plaza 1 in 

Landover, MD, the software developerôs home for the last 10 years. 

 

"I would say short-term deals, be it relocations or renewals, are a definite theme right now," said John C. Olmstead, 

principal at CresaPartners, who represented L-Soft in the extension. "Due to uncertainty in the economy, the 

majority of our clients are doing short-term deals despite the fact that the overall Metropolitan D.C. market is as soft 

as we have seen it in years. Our recommendation is to lock in these below-market deals for as long as possible." 

 

Hesitancy has also bred the opposite result, causing some tenants to shrug off a temporary option for a long-term 

solution. Ehrenreich, who recently negotiated a renewal for the Association of Womenôs Heath, Obstetric and 

Neonatal Nurses (AWHON), said that his client was initially considering relocating and possibly buying a property. 

But when the downturn hit, the nonprofit organization opted to stay put. AWHON then considered a 20-month lease 

and an expansion into an adjacent space, but eventually opted to simply renew its old space for 10 years. 

 

But either way, many tenants are falling back on the obvious answer: the safest option is to stay put. As it is in any 

economy, there is a major convenience in renewing. CresaPartnersô Washington, D.C. office has recently handled a 

slew of deals where the tenants decided to renew after seriously considering relocation. Among them were 

moderate-size office tenants such as Overlook Systems; Adducci, Mastriani & Schaumberg and ASPPA, (9,000 to 

10,000-square-foot range) as well as larger scale flex tenants like Genvec Inc. (42,000 square feet). 

 

Another problem with an unstable market is that there is no guarantee that rates are going to fall everywhere. The 

American Association of Pharmaceutical Scientists (AAPS) was considering relocation options two years in advance 

of its lease expiration at Colonial Place III in Arlington, VA. The drug company was scouting for new locations 

throughout the area, but opted to renew its 17,700-square-foot lease once CresaPartners predicted that the 

Rosslyn/Ballston region would likely experience a 4.5 percent annual average increase. "As tenant reps, this is 

challenging to explain to our clients in the Rosslyn/Ballston corridor because that is not the case in most other 

submarkets," said Olmstead, "But based off of information from CoStar and what we are actually seeing and 

negotiating for our clients, that was the assumption we used." 
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6 Shuffling Off the Financial Coil 

Ehrenreich feels that the landlords themselves need to be closely evaluated. "We spend a lot of our time vetting the 

landlords to see how well theyôre doing; focusing on what happens if the landlord does default," he said. 

 

Tenants need to try and gauge whether or not their landlord (or any landlord) is going to be around in a couple years. 

Harry Macklowe had to turn over his $7 billion New York portfolio over to Deutsche Bank after defaulting on loans. 

Retail REIT General Growth Properties (GGP) is attempting to restructure its loans to avoid filing for bankruptcy. 

According to Ehrenreich, it's a good idea to push for a clause in the contract that allows a tenant to opt out of its 

lease if the lenders end up taking over the property and don't honor the tenantôs demands. 

 

Scott Haugen, asset manager for Opus, sees the majority of relocations occurring as a result of necessity. If a tenant 

needs to expand to a larger space, then relocation often is in the works. Such was the case with educational services 

provider DeVry Inc., which Opus recently signed to a 144,500 square foot office lease in Oak Brook, IL. But with 

tenants and landlords alike feeling the effects of the capital constraint, major expansions are becoming a rarity. If 

there are no adverse effects for staying in the same spot, oftentimes the simplest solution feels like the best choice. 

"Tenants want to factor out uncertainty," said Haugen. 

CBRE's Former Realty Finance Arm Finds a Buyer 
he last chapter of CB Richard Ellis's unsuccessful foray into the specialty finance investment business is now 

being written. 

 

Stoneleigh Partners Acquisition Corp., a heretofore 'blank check' publicly formed company, has entered into a letter 

of intent to acquire a controlling interest in Realty Finance Corp. for $25 million. In exchange, South Norwalk, CT-

based Stoneleigh will receive 31 million shares of newly issued Realty Finance Corp. common stock and a $31.25 

million principal amount senior secured note of Realty Finance Corp. 

 

Until last December, Realty Finance operated as CBRE Realty Finance and the company is still chaired by CB 

Richard Ellis vice chairman Ray Wirta. 

 

Realty Finance's portfolio is comprised solely of commercial real estate debt and equity investments. As of Dec. 31, 

2008, the net carrying value of Realty Finance's investments was approximately $1.2 billion and its GAAP book 

value was $218 million. 

 

Stoneleigh's initial public offering in 2005 generated gross proceeds of $223 million and was formed by formed by 

Gary Engle, former chairman of commercial real estate advisor Equis Corp. It has been searching for a company to 

buy since then. 

 

Hartford, CT-based Realty Finance reported a fourth quarter net loss of $119.2 million, including a $67.2 million 

unrealized loss related to the mark-to-market impact of certain assets and liabilities. The net loss for the full year 

was $157 million. 

 

In February, the company failed certain overcollateralization coverage tests for one of its collateralized debt 

obligations. The failure was due to impairments of loans as a result of borrower defaults and rating agency 

downgrades on some of its CMBS investments. 

 

The failure resulted in the company not being able to receive any cash flow distributions on the subordinated notes 

and equity investments. 

 

As of Dec. 31, Realty Finance had six loans totaling $128.4 million with a carrying value of $6.2 million that were 

non-performing. The non-performing assets represented 9.2% of its total assets. 

 

Details of the non-performing loans are as follows. 

 

T 
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A $42.8 million B-Note had a maturity default on Dec. 1, 2007, and is secured by a Class A parcel of land in New 

York City that is intended to be developed into a mixed use retail and residential site. The company was attempting 

to foreclose on the asset. 

 

A $40 million mezzanine loan had a maturity default in February 2008 and is collateralized by four Class A office 

properties in New York City. The sponsor of this investment is also the sponsor of the previous $42.8 million B-

Note. Based on the negotiated sales prices of three of the four Class A office properties, no proceeds will remain 

after satisfaction of senior debt obligations. 

 

A $25 million mezzanine loan secured by an interest in an apartment complex in New York City. The borrower did 

not pay October's debt service and has requested significant modifications of the outstanding loans. 

 

An $11 million whole loan secured by a mixed-use office and industrial facility in Phoenix, AZ. The facility has 

been 100% vacant for more than two years and interest reserves were fully depleted in April 2008. In November 

2008, the borrower notified the company that it will no longer be making interest payments and the company 

expects to assume possession of the collateral from the borrower. 

 

A $7.5 million bridge loan secured by development rights to build an office building in the Washington, DC, area. 

The borrower is in the process of completing predevelopment activities and obtaining necessary regulatory 

approvals to start construction. The loan had been extended until April 2009, with interest deferred. 

 

A $2.1 million bridge loan secured by development rights to build a mixed use office, retail and hotel facility in the 

Miami, FL, area. The borrower is in the process of obtaining construction financing for the development and 

completing other predevelopment activities. The loan matured last November and the borrower had communicated 

that it was unable to repay the loan. 

Corus Bankshares Receives 'Going Concern' Qualification 
orus Bankshares Inc. in Chicago announced that its audited financial statements for the year ended 2008 

contained a 'going concern' qualification from its independent registered accounting firm Ernst & Young LLP. 

 

Corus, with a portfolio consisting primarily of condominium construction loans, many in the hard hit areas of 

Arizona, Nevada, south Florida and Southern California, has seen a rapid and precipitous decline in the value of the 

collateral securing its loan portfolio. Thus, it is experiencing significant loan quality issues. 

 

The net loss of $456.5 million it recorded in 2008 was primarily the result of significant increases in the provision 

for credit losses. 

 

The company said its board of directors has formed a strategic planning committee to seek all strategic alternatives, 

including a capital investment, a sale, a strategic merger or some form of restructuring. 

 

The company also reported that there are additional concerns that regulators may take other actions, including 

placing the bank into conservatorship or receivership. 

Community Bancorp Feeling Desert Heat 
ommunity Bancorp, the Las Vegas-based holding company for Community Bank of Nevada and Community 

Bank of Arizona, is late filing its annual report for 2008 with the U.S. Securities & Exchange Commission. 

 

The bank holding company has not concluded a goodwill impairment study, nor figured out the appropriate level for 

its allowance for loan losses. 

 

Community Bancorp said it expects that it will report a loss for the year compared to net income of $20.4 million for 

a year earlier. 
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As a result of these losses, the company expects that federal and state regulators will require a formal agreement 

with respect to, among other things, asset quality, capital and earnings. 

 

In order to bolster the capital ratios at its Nevada bank, the company has filed applications with bank regulatory 

agencies to merge its Arizona subsidiary into Community Bank of Nevada, thereby acquiring excess capital at the 

Arizona subsidiary and reducing expenses. 

 

In addition, it has begun to defer interest payments, explore the possibility of selling performing loans and reduce its 

reliance on brokered deposits. 

 

"As we witnessed in the news throughout the country, real estate values have declined and Nevada and Arizona real 

estate experienced their share of substantial declines in values during the fourth quarter of 2008 and continue to have 

downward pressure this year," said Edward M. Jamison, chairman, president and CEO of Community Bancorp. 

"With the decline in the economic indicators in Nevada and Arizona and our own experience with stressed 

businesses and loans, we have and continue to assess the underlying collateral values supporting our loan portfolio 

and, when appropriate, either set aside reserves or write off these reductions in values. This resulted in higher 

reserves and higher loan amounts being written-off during 2008." 

 

"Banks with real estate concentration have been impacted by these declining values and loan performance issues," 

Jamison said. "Nevada, with the gaming and hospitality industry, construction, and small businesses, is feeling the 

impact of the times. Arizona likewise has had declines in property values, heightened vacancies in commercial 

offices and the retail real estate sector and increasing unemployment numbers." 

 

As of year-end 2008, the bank holding company controlled $82.4 million in foreclosed real estate, of which $21.1 

was commercial income producing properties. In addition, it showed $8.9 million in nonperforming multifamily 

loans. 

Appalachian Bancshares Revises Year-End Results 

Now Showing a Loss 
ppalachian Bancshares Inc. the Ellijay, GA-based holding company for Appalachian Community Bank, 

Appalachian Community Bank FSB, and Appalachian Real Estate Holdings Inc., revised its financial results 

for its year ended 2008. As a result of continuing analysis of specific impaired loans, the bank increased its loan loss 

provision by $2 million. 

 

So now instead of showing net income of $1.1 million for the fourth quarter 2008, it is now showing a net loss $2.1 

million. This action brings the bank holding company's allowance for loan losses to 1.64% of total loans versus 

1.41% of total loans. 

 

In addition, Appalachian Bancshares' non-performing loans increased to $28.2 million from $24.5 million. The bank 

holding company now controls $7.5 million of foreclosed commercial income-producing real estate; $3.3 million of 

nonperforming loans and another $22.6 million in delinquent commercial real estate loans. 

 

The company offers community banking services in Ellijay, East Ellijay, Blue Ridge, Blairsville, Chatsworth, 

Dawsonville, McCaysville, Dahlonega and Dalton in Georgia, and in Ducktown, TN, and Murphy, NC. 

Preferred Bank Hit By Declining San Diego Property Values 
referred Bank, an independent Los Angeles-based commercial bank focusing on the Chinese-American and 

diversified Southern California market, reported an additional revision to results for the quarter and year ended 

Dec. 31, 2008, due to the receipt of an appraisal on an impaired construction loan. 

 

The bank boosted its loan loss allowance by $4.1 million. So now instead of showing net loss of $3.2 million for the 

fourth quarter 2008, it is now showing a net loss $5 million. The latest revision to its allowance for loan losses is 

now at 2.19%, from the earlier reported ratio of 1.94%. 
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Preferred Bank received an appraisal report in March on a townhouse-style condominium project in downtown San 

Diego that is 99.5% complete showing an as-is value of $6.76 million. Prior to the appraisal, it had allocated 

$584,000 in specific allowances based on an appraisal from November 2007 showing a discounted value of $7.91 

million. 

 

The March "appraisal indicates a value deterioration far beyond our estimation for that area and far in excess of 

published market statistics for that market area," said Li Yu, chairman and president of Preferred Bank. 

Union Center National Bank Takes Back Warehouse Project 
nion Center National Bank in Union, NJ, announced that for the first quarter of 2009, it intends to establish a 

loan loss provision of $1.4 million, which covers a charge-off of approximately $900,000 in connection with a 

$4.9 million commercial real estate construction project of industrial warehouses. It had recently downgraded the 

loan to non-accrual status and increased its level for loan loss allowance by $521,000. 

 

"At March 31, 2009, the corporation expects non-performing assets to amount to $9.1 million -- up from $4.7 

million at Dec. 31, 2008," said Anthony Weagley, president and CEO of the bank's holding company, Center 

Bancorp Inc. 

 

The bank's other real estate owned will increase to $4.4 million, with the other asset being a residential 

condominium project that was taken back in the fourth quarter of 2008. The bank holding company is near 

completion of that project and has elected to begin to rent the units. 

Court Puts Wextrust Portfolio Up for Sale 
ilco Real Estate LLC has begun marketing the real estate portfolio of Wextrust Capital, the company charged 

by the Securities and Exchange Commission with having defrauded roughly 1,200 investors of an estimated 

$225 million in a Ponzi scheme. 

 

The real estate portfolio consists of 33 income-producing properties in seven states. A high concentration of 

properties is in the Southeastern U.S. Included are single- and multi-tenant industrial/warehouse buildings, 

office/flex properties and office parks, anchored retail centers and mixed-use properties. 

 

Examples include a sub-portfolio of 13 single-tenant office buildings leased to the State of Tennessee, a 700,000-

square-foot manufacturing/distribution facility with several, nationally recognized credit tenants in Louisiana, and a 

270,000-square-foot office complex in Montgomery, AL. 

 

Hilco was appointed to serve as exclusive real estate advisors to the estate by Timothy J. Coleman, Receiver for the 

Wextrust entities. Coleman was appointed by the United States District Court for the Southern District of New York 

last August. 

 

The Securities and Exchange Commission obtained emergency relief to place the Wextrust entities under control of 

a receiver to safeguard the real estate assets. 

 

"In conjunction with our real estate advisors, I have identified many properties in the Wextrust portfolio that have 

substantial equity value, over and above amounts owed to the lenders. We are marketing those properties for sale 

immediately," Coleman said. "The sales process is designed to ensure transparency and to maximize the value of 

these assets." 

 

"The entire portfolio represents over 1.86 million square feet of industrial/warehouse space, 1.07 million square feet 

of office or flex office space, and 215,000 square feet of retail/mixed use space with a mix of stabilized, single-

credit tenant properties and value-add, multi-tenant properties," said Neil Aaronson, CEO of Hilco Real Estate. 

"This diverse portfolio of properties should be extremely attractive to large, institutional buyers and local or regional 

investors alike." 
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Regional Mall Moves Highlight March CMBS Activity 

oan defaults, maturities and refinancings from General Growth Properties, Macerich Co. and Simon Property 

Group marked March activity in the CMBS arena, according to Andy Day, CMBS research analyst for Morgan 

Stanley it is April CMBS update. 

 

On the loan maturity front, two sizable loans (one retail and one office) received maturity extensions in March, 

while another was refinanced. 

 

The Macerich Co. was granted a maturity extension on Inland Center, its 1 million-square-foot anchored retail 

center in San Bernardino, CA. The two-year extension of the $54 million loan features coupon step-ups beginning in 

July 2009 that incrementally increases the loan's coupon from 4.64% to 6%. It is part of the CMBS LBUBS 2004-

C2. 

 

Simon Property Group was able to complete a cash-out refinancing of its $74.8 million loan backing its Penn Square 

Mall, a 1 million-square-foot regional mall in Oklahoma City, OK. A major insurance company originated the new 

$100 million mortgage, which includes a seven-year term and 7.75% coupon. The prior mortgage reached its 

anticipated repayment date in March, which would have increased its coupon from 7.025% to 12.025%. It was part 

of CMBS LBCMT 1999-C1. 

 

After failing to meet its March 11 maturity, Hines REIT is reported to have negotiated a 12-month maturity 

extension on Airport Corporate Center, its Miami, FL, office property in exchange for making a substantial principal 

payment. The $91 million loan is part of CMBS LBUBS 2004-C4. 

 

Day noted that General Growth Properties' found two more of its retail mall loans in trouble this past month, adding 

to the billions of dollars of matured unsecured and mortgage debt the REIT is already confronting. The loans are as 

follows. 

 

Jordan Creek ($165 million, part of JPMorgan 2005-LDP5), a 939,000-square-foot development in West Des 

Moines, IA, matured without repayment. GGP is in the final stages of negotiating a 12-month extension. The 

property's debt service coverage was 2.7x at 95% occupancy as of September 2008. 

 

Chico Mall ($39.7 million, part of CD 2005- CD1) fell 30 days delinquent after missing its February balloon 

payment. The special servicer of the CMBS has engaged counsel to protect the trust. 

 

Overall, Morgan Stanley reported that March's 30-day or more delinquency rate jumped 24 basis points to 1.8%, 

while loans in special servicing rose to 2.49%. Notably, five of the top 10 new 30-day delinquencies were from the 

2005-vintage, suggesting the weakening economy is not solely pressuring properties that were financed at the peak 

of the market, Day pointed out. 

Pulte, Centex Try Growing Their Way Out of a Crisis 
n the throes of the worst housing crisis in decades, Pulte Homes Inc. in Bloomfield Hills, MI, and Centex Corp. in 

Dallas, TX, have agreed to merge in a stock-for-stock transaction valued at $3.1 billion, including $1.8 billion of 

net debt. 

 

The combined company will use the Pulte name and will be based in Bloomfield Hills. However, the approved 

merger agreement also calls for Pulte to maintain a home office extension in Dallas. 

 

In calendar year 2008, Pulte and Centex delivered more than 39,000 closings with combined pro forma revenues of 

$11.6 billion. The combined company will have one of the strongest liquidity position among its peers with more 

than $3.4 billion of cash as of March 31. Pulte and Centex ended March with approximately $1.7 billion of cash 

each. 

 

Pulte said it expects that efficiency gains and other savings from the deal should generate cost reductions of 

approximately $350 million annually, consisting of approximately $250 million in overhead savings and $100 
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million in debt expense relief, resulting from the expected retirement of debt maturities in excess of $1 billion prior 

to year-end 2009. 

 

The company expects to realize a significant portion of the estimated cost savings during the first full year of 

operations after the transaction is completed, with the full amount realized by the third year. 

 

"While it is premature to discuss specifics now, there will be significant overlap in functions and headcount 

reductions will be part of the process," said Richard Cregg, executive vice president and CFO of Pulte. 

 

Some of the redundant costs Cregg did identify include public company reporting and record maintenance costs, 

which he identified as close to $100 million. 

 

"If you look in the field organization quite frankly, just take advertising for instance. We're in the same markets and 

we spend about the same amount of money in each one of those markets. Roughly, in excess of $40 million each in 

advertising," Cregg said. "So some of those synergies are easily handled from that standpoint." 

 

Neither company provided any additional information on whether they would exit any markets after the combination 

or mothball any projects or writedown additional land holdings. 

 

Completion of the transaction is expected to occur in the third quarter of 2009 Richard Dugas, president and CEO of 

Pulte will assume the position of chairman of the combined company. Tim Eller, chairman and CEO of Centex will 

join Pulte as vice chairman and will serve as a consultant to the company for two years following the close of the 

transaction. 

 

On news of the deal, Fitch Ratings affirmed Pulte Homes' issuer default rating placed Centex's (IDR and senior 

unsecured debt ratings on rating watch positive as the company will likely benefit from Pulte's credit profile. 

 

However, the ratings outlooks continue to remain negative because of the very difficult U.S. housing market and 

Fitch's expectations that the housing environment remains challenging perhaps into 2010. 

 

The outlook also considers the integration risk associated with a large acquisition. Although Pulte has successfully 

integrated large acquisitions in the past, execution risk remains in implementing a sizeable combination at a time 

when the operating environment is expected to remain difficult for all industry participants. 

NetApp Cancels Two Build-to-Suits 
etApp Inc. terminated two of its existing financing and leasing arrangements with BNP Paribas Leasing Corp. 

 

The first terminated agreement, related to a $58.3 million financing and leasing arrangement for a building in 

Sunnyvale, CA. Under the terms of the transaction NetApp had agreed to lease its land to BNPPLC for a period of 

99 years to complete construction of 189,697 square feet of office space by January 2009, and to lease the completed 

building for a term expiring in December 2013. 

 

The second terminated agreement related to a $61 million financing and leasing arrangement for 120,000 square feet 

for a data center in Research Triangle Park, NC, where NetApp had agreed to a similar deal with a lease that was to 

expire in August 2014. 

 

NetApp repaid approximately $119.3 million of the outstanding lease balances as part of the cancellations. 

Z Gallerie Files Bankruptcy; Closings Likely 
By: Sasha M Pardy 

ome furniture, art and accessories retailer, Z Gallerie, filed for Chapter 11 bankruptcy protection on April 10. 

The Gardena, CA-based company listed assets and liabilities between $10 million and $50 million in the filing. 
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Z Gallerie cited a "severe" sales decline as the primary issue driving its bankruptcy -- the retailer reported 2007 sales 

of $223.8 million, 2008 sales of $189.9 million (down 15.5%), and January 2009 sales that were 19.4% lower than 

the prior year. 

 

In late February, Z Gallerie commenced store closing sales at 25 of its stores across the country -- at the time, it 

operated 77 stores in 24 states. The retailer's stores are typically 10,000 square feet and located in upscale malls or 

lifestyle centers, according to CoStar Tenant. 

 

Additional store closings are likely for the retailer, as Z Gallerie said in the bankruptcy filing that intends to weed 

out underperforming stores from its fleet and reorganize. 

 

Additionally, the company said in February it was downsizing its distribution network. According to CoStar Tenant, 

Z Gallerie leases 264,000 square feet within the Greenwood Industrial Park in McDonough, GA. Its headquarters is 

a 120,000-square-foot office/warehouse building located at 1855 W 139th St. in Gardena, CA. 

Lease Cancellations 
Cell Genesys Inc. terminated leases for its Hayward, CA, manufacturing facilities at 24500-24590 Clawiter Road. 

The leases totaling about 100,000 square feet were with BMR-Bridgeview Technology Park II LLC (BioMed 

Realty). As part of the termination, BioMed received 1 million common shares of Cell Genesys stock. In January, 

Cell Genesys vacated and terminated the lease on its former corporate headquarters at 500 Forbes Blvd., Suite 525, 

in South San Francisco, CA, which consisted of 154,000 square feet of research and development and administrative 

space. It now occupies just 4,000 square feet for its headquarters at 400 Oyster Point Blvd, Suite 525, in South San 

Francisco. 

 

i2 Technologies US Inc. modified its lease for its corporate headquarters at 11701 Luna Road in Dallas, TX, 

reducing the space from all six floors to four floors. PW Commerce Center LP is the landlord for the property. The 

lease term was extended from May 31, 2010, to March 31, 2014. The annual base rent amount was reduced from 

$4.4 million to $2 million per year. i2 US's share of certain building expenses and taxes was reduced from 99.45% 

to 64.66%. In connection with the reduction in leased space, i2 US and the landlord agreed to certain provisions 

pertaining to the conversion of the office building from a single-tenant format to a multi-tenant format. As part of 

this conversion, the landlord agreed to provide i2 US with a tenant improvement allowance of up to $776,260. In 

addition, i2 US agreed to terminate its right of first offer in the event the landlord desired to sell the leased premises. 

The Modification Agreement also provides i2 US with a right of first opportunity to lease all or a portion of the 

relinquished two floors of the facility if it becomes available. 

 

PureDepth Inc. terminated its lease with The Realty Associates Fund VII LP at 3 Twin Dolphin Drive, Suite 350, 

in Redwood City, CA, effective April 1. PureDepth paid a net termination fee of $40,000. PureDepth signed a 4-year 

lease for 4,626 square feet one year ago at a rate of $12,952 per month. It subsequently subleased the space to 

Precise Software Solutions for a 24-month term commencing on June 1, 2008, at a rate of $13,647 per month. 

Bankruptcy Lease Cancellation Requests 

Milacron Inc. and six affiliates filed for Chapter 11 protection with the U.S. Bankruptcy Court in the Southern 

District of Ohio. Milacron cited severely reduced sales and orders, "precipitated by the ongoing credit crisis and 

deteriorating global economic conditions," as leading to this Chapter 11 filing. 

 

Spansion Inc., a large provider of Flash memory solutions, filed a voluntary petition for reorganization under 

chapter 11 last month. The company's strategic goal is to restructure its burdensome debt obligations and intensify 

its focus on market segments with greater profit potential. Spansion also continues to pursue strategic alternatives 

and is in discussions with multiple companies regarding the potential sale of some or all of its assets. As of year-end 

2007, Spansion owned 4.3 million square feet of its 4.8 million square feet of occupied space. 

 

Big 10 Tire Stores in Mobile, AL, filed chapter 11 bankruptcy this month. The chain is party to 102 leases in 

Georgia, Florida and Alabama. It continues to evaluate all of its leases, but has already requested bankruptcy court 

approval to cancel 19. According to CoStar Tenant, the typical Big 10 is 4,000 to 6,000 square feet. The company 
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has secured debtor-in-possession financing from Sun Capital Partners, a private equity firm that has owned the tire 

retailer since November 2006. 

 

Company Leased Address City State Landlord Comment 
Milacron Inc. 4279 Old Springfield Road Vandalia OH Sharco Development Ltd.   

Milacron Inc. 4101 E. Royalton Road 
Broadview 
Heights OH Hodge Holdings 10,000 square feet 

Milacron Inc. 

200 N. Cobb Pkwy., Bldg. 100, 

Suite 130 Marietta GA Ackerman & Co.  

Spansion 1025, 1035 Walsh Ave. Santa Clara CA 

Northern California 

Industrial Portfolio Inc. $34,154/month rent 

Spansion 936 Duane Ave. Sunnyvale CA 
KML Fremont Investors 
LLC $12,960/month rent 

Spansion 950 DeGuigne Drive Santa Clara CA 

Advanced Micro Devices 

Inc. (sublandlord) 

sublease; space 

vacated 

Big 10 Tire 4095 Pleasant Hill Road Duluth GA 1900 Walnut LLC $14,857/month rent 

Big 10 Tire 3527 Old Norcross Road Duluth GA 

3527 Old Norcross Road 

LLC $11,278/month rent 

Big 10 Tire 4834 S. Orange Ave. Orlando FL 4834 S. Orange Tide LLC $15,178/month rent 

Big 10 Tire 406 Grayson Highway Lawrenceville GA 
Carmen Santos Siegel 
Investment $11,791/month rent 

Big 10 Tire 2921 Ross Clark Circle Dothan AL Caroline Rucker $7,305/month rent 

Big 10 Tire 5029 Floyd Road S.W. Mableton GA 

Charles K. Cobb and L.A. 

Paulk $11,586/month rent 

Big 10 Tire 6000 Jimmy Carter Blvd. Norcross GA Dickson/Franklin LP $14,837/month rent 

Big 10 Tire 812 Creighton Road Pensacola FL Forest & Co. $12,759/month rent 

Big 10 Tire 1735 Cobb Parkway SE Marietta GA 

JC Morehouse 

Investments LLC $9,647/month rent 

Big 10 Tire 4797 S. Semoran Blvd. Orlando FL 
JC Morehouse 
Investments LLC $14,662/month rent 

Big 10 Tire 904 Pepperell Parkway Opelika AL Kayser Realty Ltd. $13,621/month rent 

Big 10 Tire 316 Commons Drive Birmingham AL Kayser Realty Ltd. $13,765/month rent 

Big 10 Tire 9777 Highway 92 Woodstock GA 

Nicholas T. and 

Gwendolyn T. Frangais $11,770/month rent 

Big 10 Tire 1840 S. Monroe St. Tallahassee FL Palmer Hays Philyah $161/month rent 

Big 10 Tire 2205 Riverside Pkwy Lawrenceville GA 

Paradise 2205 Riverside 

Pkwy LLC $12,227/month rent 

Big 10 Tire 810 Beverly Pkwy Pensacola FL Realty Income Corp. $7,133/month rent 

Big 10 Tire 4148 Jimmy Carter Pkwy Norcross GA Realty Income Corp. $10,855/month rent 

Big 10 Tire 3133 Gulf Breeze Pkwy Gulf Breeze FL Ursala G. Gunther $12,967/month rent 

Big 10 Tire 1008 Whitlock Ave. Marietta GA 
William S. & Helen M. 
Lindemann $12,252/month rent 

Cost-Cutting Could Ease as Firms Look To Grow Revenue 
he number of employers planning to reduce their sales forces or use other short-term cost-cutting measures over 

the next several months is expected to decline, according to a survey by Watson Wyatt. Instead, employers will 

be looking at ways to manage costs, grow revenues and position themselves for when the economy recovers. 

 

The Watson Wyatt survey, conducted in February 2009, found that only two of 10 companies (21%) plan to reduce 

sales headcount this year, a sharp decline from the 53% that did so done so earlier this winter. 

 

In addition, just two of 10 of companies plan to introduce or expand special incentives or contests to energize sales, 

compared with 42% previously. 

 

The survey also found a similar decline in the number of employers planning to lower sales goals and quotas, or 

modify sales professionals' territories. 

 

The survey was based on responses from sales and HR executives at 91 large U.S. companies. 
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"This economic downturn has taken its toll on most sales forces," said John Bremen, global director of sales 

effectiveness and compensation consulting at Watson Wyatt. "In preparation for the economy's eventual recovery, 

companies are winding down their short-term cost control initiatives. Instead, they are beginning to focus on sales 

productivity and growth." 

 

The survey found that the recession is providing most companies with a reprieve from the pressures of attracting and 

retaining sales professionals. Only 20% of companies reported having greater difficulty attracting or retaining sales 

professionals this year compared with 2008. 

 

However, even with a somewhat frozen labor market, two-thirds of employers are taking measures to strengthen 

their recruiting and retention efforts in preparation for an economic recovery. For example, almost one-third (31%) 

of employers are adding to or modifying their sales training and reward programs for this year. 

 

"Most companies expect business conditions to remain challenging throughout 2009. At the same time, many are 

realizing the only real path out of the recession is to grow revenues rather than use short-term remedies or cuts. As 

companies plan for the balance of this year and next, having focused and motivated sales forces will be essential to 

that effort," said Bremen. 

National Layoffs 
Kesselring Holding Corp. in Sarasota, FL, transferred all of the assets of its wholly-owned subsidiary, Kesselring 

Restoration Corp. to an assignee (Larry Hyman, CPA at 106 S. Tampania Ave., Suite 200, in Tampa), who is 

responsible for taking possession of, protecting, preserving, and liquidating such assets and ultimately distributing 

the proceeds to creditors of Kesselring Restoration. As part of its effort to further reduce costs, the company also 

intends to move its corporate headquarters to Washington state. 

 

LyondellBasell increased its fixed-cost reduction target to $700 million by year-end 2010. The new target is part of 

a total performance improvement plan of $1.3 billion, which also encompasses a reduction in employee headcount 

of more than 3,000, or approximately 17%, and a reduction in contractors approaching 2,000, or nearly 30%. It 

includes the closure of 20 offices and research & development sites and the closure of 10 or more manufacturing 

plants, most of which have been announced or completed. LyondellBasell a Rotterdam, The Netherlands-based 

chemicals company, has U.S. locations in Delaware, Florida, Georgia, Illinois, Iowa, Louisiana, Michigan, New 

Jersey, Ohio, Pennsylvania, Tennessee and Texas. 

Local Closures & Layoffs 
 

Company Address City State 

Closure 

or 

Layoff 

No. 

Impacted 

Impact 

Date 
Android Industries LLC 1222 Crosslink Parkway Belvidere IL closure 273 5/22/2009 

 ACH Food Companies Inc. 710 N. Mattis Champaign IL closure 246 5/27/2009 

 THQ Quality Assurance 206 N. Randolph , Suite 300 Champaign IL layoff 86 5/1/2009 

 NBC Universal Inc. 454 N. Columbus Drive Chicago IL closure 103 5/27/2009 

 OSI Industries LLC 4545 South Racine Chicago IL layoff 150 5/6/2009 

 Northfield Laboratories 

Inc. 

1560 Sherman Ave.; 1200 

Business Center Drive 

Evanston; Mt. 

Prospect IL closure 69 5/5/2009 

 RR Donnelley 4600 W. Roosevelt Road Hillside IL closure 118 5/2/2009 

 Vesuvius USA 955 N. 5th St. Charleston IL layoff 69 unknown 

 BP America Inc. 

(Aromatics and Acetyls 

Tech. Dept.) 150 W. Warrenville Road Naperville IL layoff 50 5/11/2009 

 Tricon Industries Inc. 

5400 Janes Ave. ; 2325 

Wisconsin Ave. Downers Grove IL 

possible 

layoff 101 unknown 

 TUTCO Inc. 776 Oaklawn Ave. Elmhurst IL closure 59 4/19/2009 

 Vertis Communications 250 W. Pratt St., Suite 1800 

Elk Grove 

Village IL closure 140 3/3/2009 
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 Filtration Group Inc. 971 A Industrial Drive Aurora IL closure 76 5/10/2009 

 HSBC Pay Services Inc. 26525 N. Riverwoods Blvd. Mettawa IL layoff 214 5/9/2009 

 Swiss Automation Inc. 1020 W. Northwest Hwy. Barrington IL layoff unknown 3/31/2009 

 Bay Valley Foods LLC 349 N. 43rd Road Mendota IL layoff 69 4/13/2009 

 RTS Packaging LLC 1401 W. Eilerman Ave. Litchfield IL closure 54 5/22/2009 

 Jupiterimages Corp. (c/o 

Getty Images) 6000 N. Forest Park Drive Peoria IL layoff 73 4/28/2009 

 PS eServ Corp. 8200 N. Allen Road Peoria IL layoff 99 unknown 

 G&D Integrated Inc. 100 Tractor Drive East Peoria IL layoff 187 4/1/2009 

 Peabody Vermilion Grove 

Mine 45800 N. 1500 East Ridge Farm IL closure 160 5/13/2009 

 Jacobson Warehouse Co. 

Inc. 401 Laraway Road Joliet IL layoff 90 5/2/2009 

Moody's Analytics 1300 S. Main St., Suite 300 South Bend IN closure 70 6/12/2009 

Mitsubishi Heavy Industries 

Climate Control Inc. 1200 N. Mitsubishi Pkwy Franklin IN layoff 87 6/19/2009 

Smoker Craft Inc 201 Starcraft Drive Topeka IN closure unknown 2/27/2009 

Fleetwood 1031 U.S. 224 East Decatur IN closure 443 5/31/2009 

Graphic Packaging 301 S. Butterfield Road Muncie IN closure 151 9/15/2009 

Direct Brands Inc. 6550 E. 30th St. Indianapolis IN layoff 151 6/1/2009 

Direct Brands Inc. 1400 N. Fruitridge Ave. Terre Haute IN layoff 147 5/29/2009 

Columbus Components 

Group LLC 2050 15th St. Columbus IN layoff 338 4/9/2009 

Fort Wayne Foundry (Lima 

Road Division) 4910 Lima Road Fort Wayne IN closure 174 6/28/2009 

Fort Wayne Foundry 

(Machining Division) 3404 Conestoga Drive Fort Wayne IN closure 52 6/28/2009 

Amazon 101 45th St,, Unit 2 Munster IN closure 45 5/25/2009 

Aleris Rolled Products 500 S. 9th St. Terre Haute IN closure 50 5/23/2009 

Rea Magnet Wire 3600 E. Pontiac St. Fort Wayne IN closure 85 5/20/2009 

Dexter Axle 222 Collins Road Elkhart IN closure 119 5/25/2009 

Caterpillar 3701 SR 26 East Lafayette IN layoff 439 5/29/2009 

Iceberg Enterprises LLC 8055 S. SR 9 Howe IN layoff 48 5/12/2009 

Eaton Corporation 501 W. New Road Greenfield IN closure 103 5/11/2009 

Sumco Inc 1351 S. Girls School Road Indianapolis IN closure 110 5/12/2009 

Wishard Health Services 980 Indiana Ave. Indianapolis IN layoff 250 5/13/2009 

Sportsman's Warehouse 

100 S. Creasy Lane, Suite 
1600 Lafayette IN closure 44 5/24/2009 

Sitel Corp. 112 E. 5th St. Carroll IA closure 61 4/30/2009 

Sealed Air Corp. 1125 Wilson Ave. SW Cedar Rapids IA closure 258 3/1/2009 

American Welding & Tank 

LLC 510 W. 230th St. Bloomfield IA closure 63 5/15/2009 

Buckle Down 

Publications/Triumph 

Learning 2308 Heinz Road Iowa City IA closure 63 5/18/2009 

Cenevo 2905 Heinrich Drive Boone IA closure 52 5/18/2009 

Acciona Windpower North 

America 601 Fawcett Drive West Branch IA layoff 65 5/19/2009 

Tate & Lyle 1950 Harvest Ave. Fort Dodge IA layoff 56 6/3/2009 

Boeing  Wichita KS unknown 35 unknown 

CDG Management LLC 3640 SW Topeka Blvd. Topeka KS unknown 29 unknown 

CNH America LLC 3301 S. Hoover Road Wichita KS unknown 128 unknown 

Durham School Services 5519 Merriam Drive Merriam KS unknown 350 unknown 

Empire Today LLC 351 Grant Ave. Junction City KS unknown 105 unknown 

International Paper 530 Sunshine Road Kansas City KS unknown 76 unknown 

Sportsman's Warehouse 11645 East Kellogg Drive Wichita KS unknown 45 unknown 

Sprint 6450 Sprint Parkway Overland Park KS unknown 116 unknown 

Unilever Food Solutions 5015 S. Water Circle Wichita KS unknown 110 unknown 

 Toyota Boshoku 

201 Judge Kenneth Goff 

Drive Leitchfield KY unknown 316 unknown 

 Trim Masters Inc. 1090 Industry Road Harrodsburg KY unknown unknown unknown 

       

 ACS Business Process 

Solutions 2432 Fortune Drive Lexington KY unknown 160 unknown 
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 Betts USA 7850 Foundation Drive Florence KY unknown 114 unknown 

 Nobel International 462 S. Fourth Avenue Louisville KY unknown 79 unknown 

 Ilevel by Weyerhaeuser 610 Trus Joint Lane Chavies KY unknown 165 unknown 

 Jones Plastic 2410 Plantside Drive Jeffersontown KY unknown 11 unknown 

 Kuhlman Electric Corp. 101 Kuhlman Avenue Versailles KY unknown 73 unknown 

 Ainak Inc. 1605 Fortune Drive Winchester KY unknown 100 unknown 

 CDR Manufacturing (dba 

Aryshire Electronics) 189 Keller Road Williamsburg KY unknown unknown unknown 

Millennium Inorganic 

Chemicals 20 Wight Ave., Suite 100 Cockeysville MD closure 140 4/20/2009 

Foamade Industries 2550 Auburn Court Auburn Hills MI closure unknown unknown 

Valley Publishing 5215 Mackinaw Road Bay City MI layoff 63 unknown 

Safariland LLC (dba 

Second Chance Armor) 7919 Cameron St. Central Lake MI closure 89 unknown 

Robinson Industries 3051 W. Curtis Road Coleman MI layoff unknown unknown 

American Axle ("Die 

Room")  Detroit MI closure 35 unknown 

Flint Journal 200 E. First St. Flint MI layoff 82 unknown 

Michigan Casting Center 14638 Apple Drive Fruitport MI layoff 40 unknown 

Foamade Industries 260 Industrial Drive Hillsdale MI closure unknown unknown 

Foamade Industries 205 Development Drive Hillsdale MI closure unknown unknown 

Mantex Corp. 611 Industrial Park Drive Imlay City MI closure 60 unknown 

Call Center HR 

209 E. Washington Ave. Suite 

173 Jackson MI closure unknown unknown 

Sappi Paper 2400 Lakeshore Drive Muskegon MI layoff 236 unknown 

Huron Castings Inc. 7050 Hartley St. Pigeon MI layoff 32 unknown 

Nisshinbo Automotive Corp. 42355 Merrill Road Sterling Heights MI closure 47 unknown 

Penguin Inc. LLC 1855 W. Chicago Road Sturgis MI layoff 150 unknown 

Cequent Performance 

Products 101 Spires Parkway Tekonsha MI layoff 50 unknown 

Android Industries LLC 27767 George Merrelli Drive Warren MI closure 102 unknown 

Center Manufacturing 4714 Circuit Court Wayland MI closure 46 unknown 

Unitrin Direct Margarette Avenue St. Louis MO closure 114 5/1/2009 

UST Inc. 29 The Boulevard Saint Louis Gladstone MO layoff 49 6/5/2009 

Crane Merchandising 

Systems 12955 Enterprise Way Bridgeton MO closure 14 6/1/2009 

Variform 303 W. Major St. Kearney MO layoff 146 6/5/2009 

Sara Lee Corp. 

3470 S. Rider Trail, 4333 
Green Ash Drive Earth City MO layoff 200 6/1/2009 

Treasurer's Office 1200 Market St. St. Louis MO layoff 73 6/1/2009 

ANH Refractories Co. 1000 Booker St. Vandalia MO layoff 68 4/3/2009 

Loan Maturities 
 

Property Address 

Property 

Type 

Ending 

Balance 

Maturity 

Date 

Note 

Rate 

Crescent Cove Apartments 

2500 Crescent Cove Drive, Evans, 

CO Multifamily $4,869,189 12/1/2009 8.15% 

Mariner's Village Apartments 

2130 Mayport Road, Atlantic 
Beach, FL Multifamily $2,099,059 7/1/2009 7.88% 

The Atrium at Gainesville 2434 NW 41st St., Gainesville, FL Health Care $14,553,725 10/1/2009 8.47% 

Amberwood Apartments Phase II 

1308 - 1309 Amberwood Drive, 

Norfolk, NE Multifamily $763,082 12/1/2009 8.15% 

Orangeburg Office 560 Route 303, Orangeburg, NY Office $5,342,898 11/1/2009 8.33% 

Colonial Shopping Center 

430 North Country Road, St. 
James, NY Retail $2,083,625 12/1/2009 8.88% 

Shillington Shopping Center 

500 E. Lancaster Ave., Shillington, 

PA Retail $3,918,855 11/1/2009 8.38% 

Vanderbilt Court Apartments 

12630 Ashford Point Drive, 

Houston, TX Multifamily $4,185,844 12/1/2009 8.23% 

Hampton Inn - San Antonio 

11010 Huebnor Road West, San 
Antonio, TX Hotel $3,659,562 10/1/2009 8.25% 
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17 Wildwood Forest Apartments 

455 Wildwood Forest Drive, 

Spring, TX Multifamily $14,241,127 12/1/2009 8.08% 

Elm Tree Apartments 

3401 South 200 East, Salt Lake 

City, UT Multifamily $1,052,329 12/1/2009 8.50% 

Enterprise Center 

11833 Canon Blvd., Newport 
News, VA Industrial $1,533,699 11/1/2009 8.75% 

First Union 2000-C1 

Watch List of Distressed Properties and Loans of Concern 
 

Property, Address 

Property 

Type, 

Size Comment CMBS 

Pointe South Mountain Resort, 

7777 South Pointe Pkwy, 

Phoenix, AZ Hotel, 640 

The loan was transferred to special servicing last month due to 
imminent default related to the borrower's statement that it would be 

unable to continue debt service payments. Negotiations for a workout 

are in progress. GS 2006-GG8 

13155 Railroad Avenue, 13155 

Railroad Avenue, City of 

Industry, CA 

Industrial, 

120,400 Loan transferred to special servicing in February and is under review. 

Bear Stearns 

2005-TOP18 

Vacaville Ford, 148 Peabody 

Road, Vacaville, CA Retail, 12,000 

This 5-acre former auto dealership transferred to special servicing in 

November 2007. Foreclosure occurred in October 2008. The property 
is listed for sale with Grubb & Ellis. Three offers have been received 

to date. GS 2006-GG8 

Prestige Place I and II, 2600 & 

2650 McCormick Drive, 

Clearwater, FL 

Office, 

146,798 

The loan transferred to special servicing for imminent default in 

December 2008. Market Street Mortgage, a tenant occupying 57,757 
square feet was seized by the FDIC. While the lease has not been 

formally terminated, the tenant has vacated and not paid rents since 

September. Another 33,345 -square-foot tenant's lease expires 
6/30/09 and is planning to reduce its occupancy to 25,000 square 

feet. With these space reductions, the property should be about 50% 

occupied by June. The borrower has hired a consultant to guide it 
through special servicing and is expected to make a workout 

proposal. GS 2006-GG8 

Jetport, 14231 14241 & 14261 

Jetport Loop, Fort Myers, FL 

Industrial, 

121,724 

The loan transferred to special servicing in July 2008 for monetary 

default and became REO in October via deed in lieu. CPMS manages 
the property and is leased by Grubb & Ellis. It is currently 68% 

occupied. An unsolicited purchase offer has been received and is 

under review. GS 2006-GG8 

Comfort Suites at World Golf 

Village, 475 Commerce Lake 

Drive, St. Augustine, FL Hotel, 162 

Year-end debt service coverage was 0.39x, down from 0.70x at year-

end 2007. GS 2006-GG8 

Breckinridge Center, 3300-

3355 Breckinridge Blvd., 

Duluth, GA Flex, 230,953 

Year-end 2008 occupancy was 73% and debt service coverage was 

0.81x (up from 0.60x as of 9/30/08). Logical Choice Technologies 
was to vacate its 23,678 square feet at the end of its lease on 1/31/09. GS 2006-GG8 

11450 Technology Circle, 11450 

Technology Circle, Duluth, GA 

Office, 
143,333 

The former tenant Arris ho vacated in 2004 but is still paying rent 

and until maturity on 6/24/09. The loan matures 7/1/09. The property 

contact said the property is currently being marketed for lease and for 
sale. GS 2006-GG8 

Phoenix Apartments, 4004 

Meadows Drive, Indianapolis, 

IN 

Multifamily, 
328 

Year-end 2008 debt service coverage was 0.24x, down from 1.08x at 

year-end2007. Dramatically increased expenses caused the poor 
operating performance. A rent roll dated 1/31/09 shows occupancy of 

84.5%. Per the Borrower, a high profile murder which occurred at the 

mortgaged property resulted in negative press coverage and various 
government bodies giving extra focus to the property. The borrower 

has been working with the authorities and various agencies to comply 

with requests and protect the quality of the mortgaged property. The 
borrower is also currently negotiating a sale of the property. GS 2006-GG8 

Georgetown Shoppes, 4875 W. 

56th Street, Indianapolis, IN Retail, 10,200 

The borrower has stated to the master servicer that it has been 

marketing the center, but due to vacancies, short-term existing leases 

and current market conditions it has been unsuccessful in selling or 
leasing the center and is not in position to continue to carry the 

negative cash flow. 

Bear Stearns 

2005-TOP18 

Walgreens Taunton, 40 Retail, 13,993 The property was condemned to make way for a build-to-suit for Bear Stearns 
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18 
Broadway Ave, Taunton, MA Walgreen for which the state provided $1.5 million. Now, Walgreens 

has vacated the premise. Wells Fargo has retained local counsel to 

join in the lawsuit. The borrower's attorney is preparing a complaint 
to initiate the lawsuit to try to obtain additional proceeds. 

2005-TOP18 

Doral Apartments, 550 Bramlet 

Road, Charlotte, NC 

Multifamily, 

264 Occupancy decreased to 50% as of the third quarter 2008. 

Bear Stearns 

2005-TOP18 

SoHo 25 Retail Condominium, 

25 Houston St., New York, NY Retail, 7,983 Collections in progress. GS 2006-GG8 

4343 Williams Road, 4343 

Williams Road, Groveport, OH 

Industrial, 
295,568 

Sole tenant Radio Shack has exercised its termination option 
effective at the end of this month. 

Bear Stearns 
2005-TOP18 

Parliament Park Apartments, 

4703 Pennswood Drive, Huber 

Heights, OH 

Multifamily, 

122 30 to 59 days delinquent 

Bear Stearns 

2005-TOP18 

McKee Portfolio, 900 920 & 

940 W. Sproul Road; 1023 E. 

Baltimore Pike, Springfield; 

Media, PA 

Office, 

77,491 

Year-to-date 9/30/08 operating statements show debt service 

coverage of 0.40x, down from 0.88x at year-end 2007. GS 2006-GG8 

Park West Office I, 406 Science 

Drive, Madison, WI 

Office, 

47,362 

Loan transferred to special servicing in November 2008 for imminent 

monetary default. GS 2006-GG8 

Bear Stearns 2005-TOP18; Master Servicer: Wells Fargo Bank; Special Servicer: Centerline Servicing 

GS 2006-GG8; Master Servicer: Wachovia Bank; Special Servicer: CWCapital Asset Management 

 

 

 

 

 

 

 

 

 

 

 
 


