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Hotels: Don't Buy Them Now, But Start Looking 
While Room Revenues and Occupancies Decline, Industry Sees a Coming Pipeline of Heavily Funded 

Properties in Need of an Exit 

While it might seem paradoxical to talk about hotel acquisitions at this point when the industry is in the tank and 
sinkingé that's just what the major hotel chains are doing. Not only are they talking about it, at least two in the 
past week have filed registration papers with the Securities & Exchange Commission for plans to raise 
acquisition money. 
 
Hyatt Hotels Corp. in Chicago filed revised paperwork for a $1.1 billion initial public offering. And while almost all 
of the money raised will go to selling stockholders and not the company, Hyatt could come up with money for 
acquisitions if underwriters exercise their option to purchase additional shares. 
 
Also DiamondRock Hospitality Co. in Bethesda, MD, filed paperwork for a $75 million follow on stock offering, the 
proceeds of which could be used to add on to its portfolio of 20 premium hotels and resorts with 9,600 
guestrooms. 
 
"Let's not kid ourselves," Gregory Marcus, president and CEO of The Marcus Group, a theater and hotel chain 
operator based in Milwaukee, told investment analyst at his most recent quarterly conference call. "This is a 
tough time to be in the lodging business." 
 
Marcus Corp. is experiencing the same problems as the rest of the industry: reduced and falling revenues per 
available with the group business segment being the most challenged; and reduced and falling occupancies, 
particularly at the perceived luxury end of the hotel spectrum. 
 
Still with that in mind, Marcus added: "We certainly are encouraged by some of the recent economic news that 
suggests that better times lie ahead. We feel we are starting to gain some traction from the individual business 
traveler, although the booking window remains very short." 
 
Host Hotels and Resorts Inc. noted the similar positive trends in its earnings call this past week. 
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"While overall demand continues to be weak compared to pre-downturn levels and this weakness is translating 
into much softer room rates across all segments, we did see several positive trends develop this quarter," said 
W. Edward Walter, president and CEO of Host Hotels. "Starting with our transient business, for the first time in 
seven quarters we did not experience a significant decline in transient room nights as the number of room nights 
sold this quarter matched the prior-year total. Demand in our corporate and special corporate segments fell by 
just 10% which was the lowest decline in the last five quarters." 
 
What follows are pertinent comments the CEOs of Host Hotels, Marriott International Inc. and DiamondRock 
Hospitality had to say in their earnings conference calls this past week about the current and short-term hotel 
investment market. 

Host Hotels Investment Outlook 

"On the investment front there are a few signs of [evolving] markets as publicity around real and potential 
foreclosures continues to grow. As of yet there is little on the market that we find tempting but we continue to 
monitor activity and we expect to see deal flow improve in 2010 as the combination of lending debt maturities 
and depressed operating results create more motivated sellers or inadvertent owners," Walter said. "In fact, 
looking forward through 2014 there is over $30 billion of hotel CMBS debt that is coming due and although 
difficult to precisely calculate, we think there is over $100 billion of hotel, bank and [life insurance] company debt 
coming due during that time period." 
 
"Given the reductions in cash flow the industry has experienced and the prevalence of higher initial leverage 
levels on many of these loans, we would expect we would see additional assets begin to enter the market over 
the course of next year and into 2011," he continued. "We intend to be opportunistic as market conditions evolve 
and are optimistic about the future prospects in this arena." 
 
That doesn't mean that Host Hotels would necessarily be acquiring distressed properties, Walter added, saying it 
is not likely they would be picking up properties with negative cash flow. "If there was a situation with 
mismanagement or the opportunity to change brands, something like that, that might create a situation where we 
would make that type of an acquisition," he said. 
 
Walter said they would be looking at properties that would offer a return somewhere between 11% to 13% on an 
unleveraged IRR basis. "I think for us we have typically not bought properties with property specific debt as part 
of the financing package. We typically have done our acquisitions on an all cash basis and then figured out the 
leverage either using corporate debt or in some cases secured debt," Walter said. 
 
As for pricing, it is hard to discern where property values are right now, Walter added. Effective cap rates on 
properties that Host Hotels has sold this past year were in the 6% to 6.5% range. Thus, he said, they would be 
even lower at the higher-end properties where the damage has been greater. 
 
"The other thing I would add by the way is that while it is sort of exciting to talk about distressed acquisitions and 
everything else the reality is there will be other properties that will come to market outside of just that 
environment," Walter said. "You are still going to see some acquisitions and dispositions that are happening in 
some ways for the same reasons ours were. We were not a distressed seller. We did not need the capital but 
what we were making is a judgment that in the long run those assets did not belong in our portfolio and we saw a 
better use for that capital. I think you will also see that happening with other people who are transitioning their 
business in some fashion and may see a better place to invest capital in which case they are a seller even if they 
are not under distress." 

Marriott Investment Outlook 

Arne M. Sorenson, president and chief operating officer of Marriott International, said they started to experience 
improved occupancy in the third quarter. However, new hotel supply expected in 2010 will still provide 
headwinds to near-term improvement in business fundamentals, especially in the upscale segment. 
 
Sorenson said Marriott is monitoring when and how investment transaction volume will start to step up. 
"It has not been significant to date. There are obviously a significant number of hotels out there of all varieties 
that have debt loads which put some pressure on their structure," Sorenson said. "In the world we're in and in 
which banks are still wrestling with their balance sheet and also thinking about whether or not this is the right 
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time to try and sell an asset, right now they're probably generally kicking the can down the street and not forcing 
transactions to happen." 
 
"I think as we get closer to maturity of debt or we get closer to towards an environment in which there are buyers 
out there with pricing that seems to make sense, we could well see transaction volume step up," she added. 
 
"There is a lot of equity out there ready to do these deals, a lot of our good partners are out there ready to do 
these deals," Sorenson said. "Our druthers, of course, would be to do the deals with our partners and take 
management or franchise contracts along the lines of our model, but still participate actively in converting hotels 
to our system. And we could also look at doing some of those deals on our own. If we did, it would be based on 
valuations and I have a strong confidence that we would be able to turn around and sell those assets in the 
relatively near term and retain the management contracts going forward." 

DiamondRock Hospitality Investment Outlook 

Mark Brugger, CEO of DiamondRock said his company is looking forward to the coming acquisition environment. 
 
"The lethal combination of dramatic declines in hotel cash flows and the use of excessive leverage during the 
last peak will inevitably lead to good acquisition opportunities," Brugger said." Just looking at hotel CMBS debt 
alone, nearly $30 billion of hotel CMBS debt is maturing through 2012 and about $8 billion in total is already 
unable to meet debt service. The open question remains, just when will these opportunities ripen?" 
 
Brugger said itôs too early to call it a buyersô market just yet. "Obviously people are trying to call the time," he 
said. "I think some of it is just world perspective how optimistic people are about the future deals versus what 
they may have in hand today. We are not seeing a tremendous volume of deals coming through our doors at the 
moment." 
 
Of the deals coming through the door, they are "coming in two flavors. "First," Brugger said, "are hotels with 
negative operating cash flow where the banks are kind of forced to take them. And you will see those more in the 
hardest hit markets like Hawaii and San Francisco. Some of those deals are difficult to deal with a public 
company with a negative cash flow, unless there are really compelling valuations. So we will see some more of 
those deals and weôve seen those increase in volume over the last couple months." 
 
"The second type of deals that we are starting to see are the ones in markets that havenôt fallen this far, markets 
like Washington, DC, where there still might be some equity left with some of the private equity players, but they 
have a loan that matures in the next year or two," Brugger added. "Those are probably more interesting for the 
public companies like us as early deals." 

Feds Ready To Start Pushing Banks Toward CRE Loan Workouts 
By: Randyl Drummer 
With the Federal Deposit Insurance Corp. (FDIC) probably within days of shutting down its 100th troubled bank 
of 2009, bank regulators are getting ready to issue new workout guidelines that will push banks to restructure 
troubled commercial construction and mortgage loans that some economists believe could threaten the fragile 
economic recovery. 
 
Early third-quarter bank earnings reports reflect major hits to the bottom lines of banks weighed down by bad 
commercial real estate debt. With the closure of San Joaquin Bank in Bakersfield, CA, last week, the number of 
banks and thrifts that have failed since Jan. 1, 2008, now stands at 124 and 99 this year alone, and number 100 
could come as early as this Friday. 
 
Though nowhere near the scale yet of the huge bank collapses of the late 1980s and early '90s - 534 banks 
closed in 1989 alone - many analysts believe the current wave of failures is just now getting ready to break. The 
FDIC has flagged 416 banks and thrifts with combined assets totaling almost $300 billion as at-risk, adding more 
than 100 to the problem list in the second quarter. 
 
One of the biggest current sources of that risk is losses on deteriorating commercial real estate loans, with 
regional and community banks particularly overweight in CRE loans, FDIC Chairman Sheila Bair and other 
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federal regulators said in testimony last week before the U.S. Senate Banking, Housing and Urban Affairs 
Committee. 
 
Community banks held 38% of the banking industry's small business and small farm loans as of June 30, but 
"the greatest exposures faced by community banks may relate to construction loans and other commercial real 
estate loans," Bair said. "These loans made up over 43% of community bank portfolios, and the average ratio of 
CRE loans to total capital was above 280%." 
 
Up to now, troubled loans at FDIC-insured institutions have been concentrated in three main areas -- residential 
mortgages, construction loans and credit cards. Net charge-offs for construction loans over the past two years 
have totaled about $32 billion, with almost 40% for single-family residential construction, Bair said. 
 
But the biggest area of risk for rising bank losses during the next several quarters is commercial property 
lending. While commercial mortgage-backed securities (CMBS) and other debt vehicles had emerged as 
significant funding sources in recent years for commercial property, "banks still hold the largest share of 
commercial mortgage debt outstanding, and their exposure to CRE loans stands at an historic high," the FDIC 
chief said. 
 
As of June, such debt backed by nonfarm, nonresidential properties totaled almost $1.1 trillion, or 14.2% of all 
loans and leases, the chairman said. 
 
The deep recession, job losses and ongoing credit market disruptions has made this a particularly challenging 
environment for commercial real estate, reducing demand and eroding rents and vacancy rates. Investors have 
been forced to re-evaluate their required rate of return, causing capitalization rates to rise and property values to 
decline. 
 
With the CMBS market still shut down, financing is harder to obtain and large volumes of CRE loans are 
scheduled to roll over in coming quarters, with falling property prices making it more difficult for some borrowers 
to refinance. 
 
Construction loans have been suffering for a while, but loans losses on CRE properties have been modest so 
far, with net charge-offs on loans backed by nonfarm, nonresidential properties just $6.2 billion over the past two 
years, Bair said. However, delinquent loan volume has quadrupled over the same period, and the FDIC expects 
it to rise further as more commercial loans come due over the next few years. 
 
Bair, Comptroller of the Currency John Dugan and Office of Thrift Supervisionôs deputy director of examinations, 
supervision and consumer protection Timothy Ward testified last week they are close to finalizing new workout 
guidelines for banks on how to recognize and modify troubled commercial real-estate loans to reduce defaults 
and foreclosures. 
 
"The agencies recognize that lenders and borrowers face challenging credit conditions due to the economic 
downturn, and are frequently dealing with diminished cash flows and depreciating collateral values," Bair said. 
"Prudent loan workouts are often in the best interest of financial institutions and borrowers, particularly during 
difficult economic circumstances and constrained credit availability." 
 
U.S. Federal Reserve Board Governor Daniel Tarullo said in his testimony that the new guidelines will support 
"balanced and prudent decision making with respect to loan restructuring, accurate and timely recognition of 
losses and appropriate loan classification." 
 
The guidance will reiterate that loans should not be classified based solely on declines in collateral value, Tarullo 
said. 
 
"The expectation is that banks should restructure CRE loans in a prudent manner, recognizing the associated 
credit risk, and not simply renew a loan in an effort to delay loss recognition," Tarullo said. 
 
On one hand, banks have raised concerns that Fed examiners don't always take a balanced approach in 
assessing CRE loan restructurings, he said. 
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"On the other hand, our examiners have observed incidents where banks have been slow to acknowledge 
declines in CRE project cash flows and collateral values in their assessment of the potential loan repayment," 
Tarullo said. "This new guidance, which should be finalized shortly, is intended to promote prudent CRE loan 
workouts as banks work with their creditworthy borrowers and to ensure a balanced and consistent supervisory 
review of banking organizations." 

Advertising 

 

CMBS Loan Losses Expected To Rise Dramatically 
With U.S. CMBS servicers needing more time to resolve delinquent loans combined with market value declines, 
loss severities are expected to rise markedly for U.S. CMBS next year and well into 2010, according to Fitch 
Ratings in its latest annual U.S. CMBS loss study. 
 
More than three-fourths (78%) of loan resolutions resulted in no losses to the trust last year. But with commercial 
real estate debt capital remaining scarce, disposition times will increase to between 24 and 36 months as special 
servicers are contending with a record backlog of loans (up more than 300% since beginning of the year). 
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"Special servicers may have to hold certain properties until liquidity returns to the market," said Britt Johnson, a 
senior director at Fitch. "Though recent REMIC reforms may help mitigate loss severities, defaulted loans will 
take more time to be resolved and losses often will be deferred until maturity." 
 
Multifamily loans represented an average cumulative loss severity of 38.6% in 2008, with that number likely to 
increase as many markets have seen increasing levels of unemployment and are suffering from oversupply. 
 
Other property types that will see increased loss severities include office (33.3% cumulative average loss in 
2008) and hotels (39.5% last year). 
 
"Additional hotel losses and defaults are likely as sponsors may deplete reserves or discontinue coming out of 
pocket to pay debt service on underperforming assets," Johnson said. 
 
Commercial mortgage servicers have been seeing a continuing rise in troubled loans in the first half of 2009 as 
real estate market conditions remained tough across the U.S., according to a recent report published by 
Standard & Poor's Ratings Services. 
 
"Delinquencies kept edging up, and primary and master servicers also transferred more loans to special 
servicing due to actual and upcoming maturities and other nonmonetary defaults," said Standard & Poor's 
servicer analyst Michael Merriam. "Not surprisingly, special servicers reported an upsurge in problem loan 
transfers and related asset management activity at midyear compared with the second half of 2008." 
 
Standard & Poor's ranked special servicers took on 2,691 new loans totaling $46.6 billion through the end of 
June, a 33% increase by loan count and a more dramatic 134% rise by unpaid principal balance compared with 
the prior six-month period. 
 
The newly transferred loans contributed to a significant rise in special servicers' unresolved loan portfolios. The 
overall number of unresolved loans increased 13.6% to 4,504 at mid-year, while the unpaid balances shot up 
121% to $66.9 billion. 
 
"The discrepancy between the increase by loan count and balance indicates that the size of the average loan 
entering special servicing has nearly doubled, to $14.8 million," Merriam said. 
 
In addition, Standard & Poor's ranked special servicers reported larger portfolios of unsold real estate owned 
(REO) assets in the first half, as a dearth of financing sources and lower real estate valuations continued to 
hinder their efforts to work out troubled loans and sell foreclosed properties. Special servicers' real estate owned 
portfolios increased 30% by property count (to 750 unsold properties) but just 10% by balance (to $4.3 billion), 
which indicates a reduction in the average size of individual real estate owned assets. 
 
Despite the unfavorable market conditions, Standard & Poor's ranked special servicers were still able to resolve 
a moderate number of assets. 
 
Between January and June 2009, they completed 814 total loan resolutions, consisting of 156 full payoffs, 93 
discounted payoffs/note sales, 365 restructures, and 200 loan-to-REO conversions. They also sold 113 real 
estate owned properties. 
 
"However, the gap between the inflow of new loans and the number and balance of resolved loans widened 
further in the first half," Merriam said. "Moreover, the percentage of full payoffs dropped, while the percentage of 
loans converted to REO status jumped to 25% at June 30 from 11% at year-end 2008." 

Green Taking a Back Seat to Redé for Now 
The ongoing downturn in the commercial real estate industry has temporarily diminished the importance of 
climate change and alternative energy sources as a factor in real estate investment decisions, according to a 
survey of U.S. financial industry leaders conducted by the Urban Land Institute (ULI). 
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The survey also found that lenders tend to view energy efficiency -- rather than climate change -- as an important 
bottom-line issue, and are more apt to reshape their business strategies around reducing energy costs rather 
than reducing greenhouse gas emissions. 
 
The survey findings, all anonymous, are summarized in a ULI report, Investment Niche or Necessity? Climate 
Change, Land Use and Energy 2009, which shows that most respondents are adopting a "wait-and-see" attitude 
regarding business strategies related to climate change legislation. 
 
"For now, the global downturn has trumped emerging attempts to realize benefits from green development," the 
report states. "For investors, thinking green today refers to dollars. Environmental issues play a factor only when 
they produce an immediate return or mitigate an investment risk." 
 
The report notes that the federal government's emphasis on "greening" America, reflected in the economic 
stimulus funds aimed at reducing the carbon footprint of both new and existing buildings, "hasn't prompted many 
(investors) to leap on the bandwagoné They are waiting to see how they'll be hit by regulation yet to come, on 
the federal, state and local levels." 
 
The fact that most respondents are waiting on the outcome of legislative and regulatory activity illustrates the 
paralyzing effect of unknowns in the real estate investment sector, said Jeremy Newsum, ULI chairman and 
executive trustee of The Grosvenor Estate based in the U.K. 
 
"In the U.S., with so much still unknown about the impact of government policies related to climate change, the 
cautious approach by the lending community is to be expected," Newsum said. "However, the fact that 
investment decisions are not currently based on climate change does not mean that this will continue to be the 
case in the years ahead. The pause necessitated by the downturn is offering an opportunity for real estate 
investors and developers to get smarter about what they need to do in an industry in which being green will 
mean being competitive." 
 
Patrick L. Phillips, ULI CEO, also predicted that while green investing has taken a back seat during the downturn, 
it will gain relevance and importance as the market rallies. As more information is gathered about the 
performance of the green projects that entered the market prior to the recession, it will be easier to determine 
impacts on value for both lenders and equity investors, he said. 
 
The report was supported by Cherokee, a national real estate investment firm based in Raleigh, NC, and 
Akerman Senterfitt, a national law firm based in Miami. 

Update: Regulators Close San Joaquin Bank 
The California Department of Financial Institutions closed San Joaquin Bank in Bakersfield, CA, and appointed 
the Federal Deposit Insurance Corp. (FDIC) as Receiver. 
 
The FDIC then agreed to sell most of its assets to Citizens Business Bank, which also assumed most of the 
deposit liabilities, with the exception of Cede & Co. brokered deposits, of San Joaquin Bank. 
As of Sept. 29, San Joaquin Bank had total assets of $775 million and total deposits of approximately $631 
million. Citizens Business Bank did not pay the FDIC a premium for the deposits of San Joaquin Bank. 
 
The FDIC and Citizens Business Bank entered into a loss-share transaction on approximately $683 million of 
San Joaquin Bank's assets. Citizens Business Bank will share in the losses on the asset pools covered under 
the loss-share agreement. 
 
Two weeks ago, Watch List reported that The Federal Reserve Board hit San Joaquin Bank with "Prompt 
Corrective Action Directive" either to increase its equity through the sale of shares or contributions or be sold to 
another insured depository institution by Oct. 15. 
 
In the first half of the year, San Joaquin Bank had lost $19.8 million. As of June 30, it reported that about $100 
million in loans were listed as nonperforming. About 10% of the nonperforming amount was related to 
commercial income producing properties. Among the bank's assets, it listed $14 million in bank-owned premises. 
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Comptroller Requiring Mexican-Owned Bank in Texas 

To Step Up Risk Management 
The U.S. Comptroller of the Currency entered into a formal written agreement with Inter National Bank in 
McAllen, TX, after finding "unsafe and unsound banking practices relating to increasing credit risk at the bank." 
 
The written action plan includes steps to improve the bank's loan portfolio management, eliminate some 
"criticized assets" including other real estate owned, and review the adequacy of the bank's allowance for loan 
and lease losses. 
 
Banorte Financial Group (Grupo Financiero Banorte, Mexico's fourth largest bank) owns 100% of INB Financial 
Corp., the bank holding company for Inter National Bank. 
 
Inter National Bank reported net income in the first half of the year of $3.1 million, a 75.6% year-over-year 
decline. 
 
The bank holds an investment portfolio of mortgage backed securities, which showed an 8.6% year-over-year 
contraction. Past due loans registered a 321.4% year-over-year increase mainly due to higher mortgage 
delinquencies. 
 
Inter National reported about $17.1 million in nonperforming commercial property assets, including $2.25 million 
in foreclosed properties. Its foreclosed CRE holdings include a 6,933-square-foot office building at 800 W. San 
Houston in McAllen valued at $1 million. 

Capital Raisings, Property Financings 
Developers Diversified Realty Corp. obtained new first mortgage financing from Goldman Sachs Commercial 
Mortgage Capital. The $400 million, five-year loan is secured by a portfolio of 28 stabilized shopping centers. 
The company and Goldman Sachs are continuing to work with the Federal Reserve to make the newly-originated 
loan eligible for the Term Asset-Backed Securities Loan Facility. Proceeds from the financing will be used to 
repay existing debt on certain properties in the portfolio, to repay other first mortgage debt with near-term 
maturities and to reduce amounts outstanding on the company's revolving credit facilities. 
 
AMB Property Corp. refinanced its $325 million senior unsecured term loan facility, which was set to mature in 
September 2010, replacing it with a $345 million facility, maturing October 2012. The facility was modified to 
include Euro and Yen tranches, with both the multi-currency and the U.S. dollar components currently priced at 
275 basis points over the applicable LIBOR index. The terms also include an option to increase the facility to 
$425 million at any time prior to October 2011. J.P. Morgan Securities Inc. and Sumitomo Mitsui Banking Corp. 
were the lead arrangers and book managers. 
 
ProLogis closed on $52.5 million of secured financings for its ProLogis California Fund. The seven-year, 
secured financing is with a major life insurance company. The financing has a 6.6% interest rate, a loan-to-value 
of approximately 50% and is secured by 11 industrial properties in the LA Basin. The proceeds were used to 
refinance outstanding debt, and with this refinancing, the fund has addressed debt maturities into 2014. 
 
Morgans Hotel Group Co. agreed to a 15-month extension with one of its lenders that holds, among other 
loans, the mezzanine loan on the company's Hudson Hotel property in New York City. The Hudson mezzanine 
loan was to mature on July 12, 2010. The mezzanine lender has agreed to forbear until Oct. 12, 2013, from 
exercising any remedies resulting from a maturity default, subject only to maintaining certain interest rate caps 
and making cash payments within the control of MHG. As part of the agreement, the outstanding balance of the 
Hudson mezzanine loan has been decreased from $32.5 million to $26.5 million. The mezzanine lender also has 
agreed to cooperate with MHG in its efforts to seek an extension of the $217 million Hudson mortgage loan, 
which is also set to mature on July 12, 2010, and to consent to certain refinancings and other modifications of 
the Hudson mortgage loan. 
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Arbor Commercial Funding funded an $18 million loan under the Fannie Mae DUS loan product line for the 198-
unit complex known as Saucon View Apartments in Bethlehem, PA. The 10-year loan amortizes on a 30-year 
schedule and carries a note rate of 6.06%. 
 
Arbor Commercial Funding funded a $5.46 million loan under the Fannie Mae DUS loan product line for the 257-
unit complex known as Windemere Apartments in Houston, TX. 10-year loan amortizes on a 30-year schedule 
and carries a note rate of 6.05%. 
 
Arbor Commercial Funding funded a $5.19 million loan under the Fannie Mae DUS loan product line to refinance 
the 100-unit complex known as Huntington Cove Townhomes in Farmers Branch, TX. The 10-year loan 
amortizes on a 30-year schedule and carries a note rate of 5.98%. 
 
Century Properties Fund XIV obtained a second mortgage loan of $3.125 million on Sun River Village 
Apartments, a 334-unit apartment complex in Tempe, AZ. The mortgage bears interest at a fixed interest rate of 
6.92% per annum and requires monthly payments of principal and interest of approximately $21,000, beginning 
Dec. 1 through the June 1, 2021 maturity date, at which time a balloon payment of approximately $2.578 million 
is due. The loan also includes modifications on the existing first mortgage. The modification includes a fixed 
interest rate of 7.42% per annum and monthly payments of principal and interest of approximately $52,000, 
commencing Dec. 1 through the maturity date of June 1, 2021, at which time a balloon payment of approximately 
$6.233 million is due. 

Harley Exiting Sport Bike Market, Dropping Buell & MV Agusta 
By: Andrew Deichler 
Last week, Harley-Davidson unveiled a new strategy to exit the sport bike market, discontinuing two brands and 
refocusing solely on its flagship heavyweight motorcycle line. 
 
Sport bike manufacturer Buell, which Harley purchased in 1998, is scheduled to cease production on Oct. 30. 
About 100 salaried employees and 80 hourly employees are losing their jobs as a result of the cancellation, with 
the bulk of the terminations occurring on Dec. 18. Buell is based in East Troy, WI. 
 
Harley is also dropping MV Agusta, the Italian sport bike company it acquired in August of last year. Harley 
estimates that it will incur one-time costs of $215 million and $245 million in 2009 and 2010, as a result of the 
cancellations. 
 
The cuts come as no major shock since Harley has seen its profits diminish since the beginning of the financial 
crisis. The motorcycle manufacturer just released its third quarter results, which saw retail sales decline 21.3 
percent and its net income fall 84 percent, worldwide. 
 
The good news is that with Harley refocusing on its tentpole product, many employees might feel a better sense 
of job security. How much is still a question though, since Buell and MV Agusta generally make up a small 
portion of Harley's profits. Cutting the sport bike companies should help, but the motorcycle manufacturer needs 
to determine how it can bring consumers back to the market. 
 
Harley said that its 1.5 million-square-foot plant in York, PA, could remain active if it can determine how to keep 
the facility competitive and sustainable in a long-term capacity. If the plant moves out of town - and possible 
locations in Indiana, Shelbyville or Tennessee have already been named - approximately 2,300 employees 
would lose their jobs. 
 
The Motor Company has begun contract talks with union representatives in York and expects to make a decision 
by the end of the year. 

Lowe's Disposing of 67 Parcels of Land Throughout the Southeast 
By: Sasha M. Pardy 
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Lowe's has hired Atlantic Retail Properties to dispose of excess real estate in five Southeast states. The assets 
include 67 parcels of land and one 50,000-square-foot store. Last month, Lowe's announced that it was cutting 
back its 2010 store opening plans to 35 to 45 new stores. As a result of these plans, the company decided to 
walk away from a number of future store projects, resulting in a $48 million write-off. 
 

 Alabama: 11 parcels of land totaling 22.7 acres in Florence, Gunterville, Hartselle, Mobile, Muscle 
Shoals, Northport, and Pratville. 

 Florida: 18 parcels of land totaling 81.4 acres and a 50,000-square-foot building in Cape Coral, 
Clermont, Homestead, Lakeland, Leesburg, Naples, North Port, Ocala, Oviedo, Pace, Pensacola, Plant 
City, Sarasota, South Tampa, Sunrise and Tallahassee. 

 Mississippi: Six lots totaling 8.2 acres in Gautier, Greenville, Southaven, and Pascagoula. 

 Georgia: Five lots totaling 12.8 acres in Albany, Cornelia, Moultrie, and Thomasville. 

 North Carolina: 21 lots totaling 174 acres in Charlotte, Hickory, Kannapolis, Knightdale, Lenoir, 
Mooresville, Raleigh, Reidsville, Durham, Troutman, Wake Forest, and Wilkesboro. 

 South Carolina: Five lots totaling 8.2 acres in Clemson and Florence. 

 Tennessee: One acres of land in Spring Hill. 

Local Closures & Layoffs 
Luby's, a Houston-based cafeteria-style restaurant chain, is closing 25 underperforming stores by end of this 
month; additionally, the company said closing another five to 10 restaurants in the next two years is possible. 
Following these closures, the company will operate 95 restaurants, compared to 122 restaurants this time one 
year ago. Additionally, Luby's has 28 additional restaurant properties that remain held for sale. The typical Luby's 
is a freestanding building between 8,000 and 10,500 square feet. (By: Sasha M. Pardy) 
 

Company Address 

Closure 
or 
Layoff 

# 
Affected Impact Date 

Harley-
Davidson/Buell 2799 Buell Dr, East Troy, WI layoff 182 

layoffs begin: 
12/18/2009, closure 

3/1/2010 

LHI Enterprises 500 W Northshore Dr, Hartland, WI closure 80 1/15/2010 

Smith Medical N7W22025 Johnson Dr, Waukesha, WI closure 104 
layoffs begin: 12/8/2009, 

closure: 7/31/2010 

Kohl's 
N54 W13901 Woodale Dr, Menomonee 
Falls, WI closure 248 1/29/2010 

Wausau Paper 1117 E Washington St, Appleton, WI closure 55 

layoffs begin: 
12/18/2009, closure 

10/31/2010 

Tree Top Inc 206 S Lilac Ave, Rialto, CA closure 75 12/4/2009 

Hunter Douglas 
Fabrication Corp. 1631 Industrial Dr, Stockton, CA closure 30 12/15/2009 - 12/31/2009 

Assurant Specialty 
Property 2677 N Main St, Santa Ana, CA closure 52 12/1/2009 - 12/7/2009 

Assurant Specialty 
Property 14511 Myford Rd, Tustin, CA closure 22 11/13/2009 - 12/31/2009 

The McGraw-Hill Cos. 
12600 Oxnard St, Ste 500, Woodland Hills, 
CA closure 85 12/15/2009 

West Marine 
Products 500 Westridge Dr, Watsonville, CA layoff 325 12/25/2009 

Curtiss-Wright 
Controls, Integrated 
Sensing 5875 Obispo Ave, Long Beach, CA closure 81 12/31/2009 

Kavlico 14501 Princeton Ave, Moorpark, CA layoff 169 11/19/2009 - 12/17/2009 

Arrow Electronics 1251 S Rockefeller Ave, Ontario, CA layoff 27 12/2/2009 - 12/30/2009 

Baker Hughes 
Incorporated 15355 Vantage Pky W, Houston, TX layoff 62 12/4/2009 

Fluor Enterprises 12645 W Airport Blvd, Sugar Land, TX layoff 617 immediately 

mailto:spardy@costar.com
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Redcats USA 3150 Pat Booker Rd, Universal City, TX closure 490 12/18/2009 

Big Stick Media, 
National Sports 
Services 3140 Polaris Ave, Las Vegas, NV closure unknown 12/15/2009 

Kmart Store #4301 2200 W Allentown Rd, Lima, OH closure 57 1/17/2010 

FormTech Industries 9312 Arrow Rd NW, Minerva, OH closure 68 

layoffs begin: 
10/30/2009, closure: 

12/31/2009 

Coca-Cola 
Enterprises 315 S Juniata St, Havre de Grace, MD closure 50 11/23/2009 

KRONOS Inc. 255 Primera Blvd, Lake Mary, FL unknown 69  10/14/2009 - 4/1/2010 

Complementary 
Coatings Corp D/B/A 
INSL-X 308 Old Country Rd, Edgewater, FL unknown 29 12/31/2009 

Lockheed Martin 3101 Decatur Blvd, Indianapolis, IN layoff 25 12/12/2009 

Faurecia Automotive 
Seating Inc. 12209 Chandler Dr, Walton, KY unknown 68 12/14/2009 

Farmers Group Inc. 4700 Vestal Pky E, Vestal, NY layoff 54 1/15/2010 

The Really Cool Food 
Company LLC 475 Underhill Blvd, Syosset, NY closure 78 1/16/2010 

Colgan Air 
LaGuardia Airport, Terminal C, Flushing, 
NY closure 38 1/14/2010 - 1/28/2010 

Bice Ristorante/Da 
Ecib USA Inc. 7 East 54th St, New York, NY closure 94 1/17/2010 

Matrx (Midmark 
Corp.) 145 Mid County Dr, Orchard Park, NY closure 87 11/20/2009 

Lease Cancellations 
Sun-Times Media Group, owner of the Chicago Sun-Times and 58 other publications, has been approved by 
the U.S. Bankruptcy Court to sell all of its assets to a group led by Chicago investor James C. Tyree. In 
concordance with the $25 million sale, Tyree's group is rejecting a number of Sun-Times' leases throughout 
Illinois and Indiana. The most notable rejection is the Chicago Sun-Times headquarters lease at 350 N. Orleans 
in Chicago, originally due to expire in 2019.  
 
Escada (USA) is rejecting retail leases in Chicago and New York following the August insolvency filing by its 
parent company, German clothing manufacturer Escada AG, and its subsequent bankruptcy filing. Escada, 
which pays more than $2 million in annual rent at each store, has determined that the leases are a burden and 
no longer serve any purpose moving forward. 
 
FormTech Industries LLC has entered into a surrender agreement with the landlord of the manufacturing plant 
at 567 Elm Ridge Ave. NE in Canal Fulton, OH, following its bankruptcy filing at the end of August. The provider 
of forged metal components took over the 58,745-square-foot facility in 2006 after acquiring Metaldyne's forging 
operations. However, following the closure of the Ford Batavia Transmission plant, FormTech opted to 
consolidate operations in Michigan and attempted unsuccessfully to sublease the Canal Fulton facility. 
 
Helicos BioSciences Corp. entered into a Fifth Amendment with The Beal Cos. LLP regarding its space at One 
Kendal Square in Cambridge, MA. The genetic research company, which occupies 56,641 square feet at the 
office park, is terminating its lease of 10,144 square feet, while extending its lease for the remainder of the 
space. 
 

Company Address Affected Parties Comment 

Sun Times Media 350 N Orleans, Chicago, IL Vornado Realty Trust 
Floors 2, 9 & 10 - 251,515 SF, exp. 
9/16/2019 

Sun Times Media 1065 Broadway, Gary, IN Unknown Ground lease, 123,000-SF Bldg. 

Sun Times Media 
275 Northfield Rd, Northfield, 
IL 

Lawrence J J & 
Koestlin 57,600 SF 

Sun Times Media 1140 W Lake St, Oak Park, IL Marc Realty Suites 150 & 155 - 10,234 SF 
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Sun Times Media 
440 E Ogden Ave, Binsdale, 
IL 440 Ogden LLC 7,100 SF 

Escada 
840 N Michigan Ave, 
Chicago, IL 

U.S. Equities Realty 
Inc. 

4,167 SF, annual rent: $2,748,620, exp. 
1/31/2013 

Escada 560 Broadway, New York, NY 

560 Broadway LLC 
c/o Wharton 
Properties; Ann 
Taylor Retail Inc. 

7,000 SF, rent: $2,180,000 w/ annual 
escalations, exp. 1/30/2015 

FormTech 
Industries 

567 Elm Ridge Rd, Canal 
Fulton OH 

Spirit SPE Portfolio 
2005-1 LLC 58, 745 SF 

Helicos 
BioSciences 1 Kendal Sq., Cambridge, MA 

RB Kendal Fee LLC 
(The Beal Cos. LLP) 10,144 SF, exp. 3/31/2010  

 

Advertising 

 

Loan Maturities 
The following is a weekly feature from CoStar Group of commercial real estate properties on which the loans 
backing the property are approaching their loan maturity date. The information is a valuable source of leads on 
potential refinancing or property sale or servicing opportunities. The information for these listings comes from 
collateral and loan information filed as part of the loans inclusions in a commercial mortgage backed securities 
offerings. 
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Property Address 
Property 
Type End Bal. 

Mat. 
Date Note Rate 

Salisbury Center Nursing 
Home 200 Civic Ave., Salisbury, MD 

Health 
Care $10,058,826 11/1/2009 8.69% 

Comfort Inn - Newburgh 5 Lakeside Road, Newburgh, NY Hotel $3,047,546 11/1/2009 8.39% 

Kmart - Baltimore 222 N. Point Blvd., Baltimore, MD Retail $3,284,886 12/1/2009 8.14% 

Pilgrim Mill/Holly Creek 
Apartments 2750 Anticoch Road, Cumming, GA Multifamily $1,750,077 12/1/2009 8.36% 

T.T.C. Park Ridge 
951-991 W. Touhy Ave., Park Ridge, 
IL Retail $1,364,753 4/1/2010 8.03% 

La Habra Apartments 
1900 W. La Habra Blvd., La Habra, 
CA Multifamily $1,274,743 11/1/2009 8.53% 

Meriweather Apartments 1548 SE Walnut St., Hillsboro, OR Multifamily $1,127,276 11/1/2009 8.30% 

Gateway Computer Store 
- Dicks 

918 Viewmont Drive, Dickson City, 
PA Retail $1,013,303 11/1/2009 8.07% 

JPMorgan 2000-C9; Special Servicer: Centerline Capital Group 

 

Advertising 

 

Watch List of Distressed Properties & Loans of Concern 
The following is a weekly feature from CoStar Group of potentially distressed properties that may be affected by 
worsening financial conditions, borrower issues, deteriorating property conditions, or changes for the worse in 




