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atch List of Distressed Properties & Loans of Concern

Starwood Capital Wins Rights to Corus Bank Assets

Deal with the FDIC Values Corus' Assets at 60 Cents on the Dollar
The Federal Deposit Insurance Corp. (FDIC) signed a bid confirmation letter to sell a 40% equity interest in a
limited liability company created to hold assets of Corus Bank NA to Northwest Investments LLC, a consortium
managed by Starwood Capital Group that also includes TPG Capital, Perry Capital and WLR LeFrak. The FDIC
will hold the remaining 60% equity interest.

The transaction represents one of the largest acquisitions of distressed commercial real estate assets in this
recession and is valued at approximately $2.77 billion.

The Office of the Comptroller of the Currency shuttered the $7 billion Chicago-based bank and appointed the
FDIC as receiver last month. The commercial real estate industry has been closely following the auction of
Corus' assets because the winning price is widely expected to set a floor value for busted condo deals in such
markets as South Florida Las Vegas and Southern California. Corus had a very high concentration of
commercial property construction and development loans i particularly condominiums -- that rapidly became
nonperforming assets when the economy soured.

The rapid collapse of property values in that segment of the industry, and those geographies in particular, were
indeed taking a toll on Corus Bank. In the last year and a half, the bank reported losses totaling $1.23 billion. As
of June 30, it had more than $3 billion in nonperforming loans and foreclosed properties on its books.

The FDIC conducted the sale of a $4.5 billion portfolio of Corus' real estate-owned assets, as well as non-

performing loans, loans in imminent risk of default and loans in foreclosure. Eight entities submitted bids. The
FDIC said the winning bid presented the greatest return for the receivership of all competing bids.
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The portfolio consists of 79 condominium buildings with 12,000 units, 14 multifamily complexes, eight office
buildings, one land development project and more than 100 loans backed by another 8 million square feet of
property. The properties are in Los Angeles, Miami, Washington, DC, New York, Chicago and Atlanta..

"The portfolio is unique - not only because of the average loan size - but also due to the exceptional quality and
geographic diversity of the assets," said Barry Sternlicht, chairman and CEO of Starwood Capital. "The financial
structure of this transaction affords the buyer to be exceedingly patient to protect, maintain and enhance the
assets while maximizing profit potential for the equity participants."

"This is a unique opportunity to purchase a sizeable portfolio of high-quality assets with strong recovery potential
in key U.S. markets," said Kelvin Davis, a partner at TPG. "A number of TPG principals were very active in real
estate investing during the last distressed cycle in the early 1990s, and we are excited to be participating in this
promising opportunity as part of our broader real estate interests."

Northwest Investments is paying $554.4 million for the 40% equity interest, which leaves the FDIC with an
$831.6 million stake. In addition, the FDIC is kicking in an equal amount of debt ($1.386 billion). The combined
debt/equity investment produces a price of approximately 60 cents on the dollar for the Corus assets.

The $1-plus billion in debt that the FDIC is kicking in will go to fund construction of incomplete buildings,
operating deficits in completed buildings and other asset-related working capital needs over the next three to five
years. The loan carries an interest of LIBOR plus 3%. Any draws on the advance must be repaid in full prior to
any cash distributions to the equity holders.

The deal is expected to close officially next Thursday, Oct. 15.

ADVERTISEMENT

FORECLOSURE AUCTION

Reserve at Regents Center OCTOBER 28, 2009 « 11:00 AM EDT

144 Unit Apartment Complex

on 32.06+ Acres. Centrally located
off I-85 in Lexington, NC with
easy access to Greensboro,

High Point, Winston-Salem

and Charlotte

Property Address:
100 Regents Center Court
Lexington, NC 27295

Sells From: Courthouse Door
at Davidson County Courthouse
110 West Center Street
Lexington, NC 27292

National A : -
ggmmﬁre(;'rasl 1, 2, & 3 Bedroom Garden-Style Apartment Complex

High Occupancy Rates « Built in 2003/2006 g
877'895'7077. Over $1.25 Million in Potential Gross Revenue
nat(omauctlons.ﬂ)m Property Features Include: Fitness Center, Pool, Picnic Area, Playground, Club House, Car Wash, Laundry Facilities, Garages With Remote Access, and More. ===
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$12 Billion Committed to Treasury's Legacy Securities Program

Five Public-Private Investment Funds established under the U.S. Treasury's Legacy Securities Public-Private
Investment Program (PPIP) have completed initial closings, each with at least $500 million of committed equity
capital from private investors

e AllianceBernstein, LP and its sub-advisors Greenfield Partners LLC and Rialto Capital Management
LLC;
BlackRock Inc.;
Invesco Ltd.;
The TCW Group Inc.; and
Wellington Management Company LLP.

To date, collectively the funds have total committed equity and debt capital of $12.27 billion. A little more than $3
billion of that has come from private investors, a figure that Treasury has matched dollar for dollar. In addition,
Treasury has committed $6.1 billion in debt funding.

Treasury expects that the remaining initial closings for the other funds will occur throughout October. Following
an initial closing, each PPIF will have the opportunity for two more closings over the following six months to
receive matching Treasury equity and debt financing, with a total Treasury equity and debt investment in all
PPIFs equal to $30 billion ($40 billion including private investor capital).

The fund managers have established relationships with small, minority-, and women-owned businesses. Partner
firms have roles including: involvement in managing the investment portfolio and cash management services,
raising capital from private investors, providing trading related-services, identifying investment opportunities, and
providing investment and market research and other advisory services to the PPIFs.

Firms that are partnering with the fund managers include:

Advent Capital Management LLC;

Altura Capital Group LLC;

Atlanta Life Financial Group, through its subsidiary Jackson Securities LLC;
Muriel Siebert & Co. Inc.;

The Williams Capital Group LP; and

Utendahl Capital Management

Comstock Giving Back Some Condos to Lender

Comstock Homebuilding Companies Inc. entered into a forbearance agreement with Manufacturers Traders and
Trust Co. on a loan originated in October 2006 for $17.3 million and that has a current outstanding balance of
$7.03 million. All Comstock's liabilities will be released in exchange for their cooperation with Manufacturers"
foreclosure on the collateral. The Belmont loan is secured by 19 partially completed condominium units and 84
condo building lots in the Belmont Bay community in Prince William County, VA.

In connection with the Belmont deal Comstock Homebuilding Companies entered into a non-interest bearing
subordinated promissory note of $496,000 for the benefit of lender secured by the Comstock's Cascades project.
The promissory note has a three-year maturity.

Comstock Cascades L.C. entered into a loan modification and forbearance agreement with the lender relating to
a loan originated in July 2004 for $9.2 million and with a current outstanding balance of $1.1 million. The
Cascades loan is secured by land approved for construction of 103 condominium units at the Commons at
Potomac Square project in Sterling, VA.

The lender has agreed to forbear on the collection of the Cascades loan until Jan. 31, 2011, in exchange for the
current payment of monthly interest payments at LIBOR plus 3%.



One Lodgian Hotel Going Back to Lender; Six Others May Follow

Lodgian Inc. in Atlanta has stopped servicing the debt secured by the Crowne Plaza in Worcester, MA, and
intends to return the hotel to the lender. On a trailing 12-month basis, the cash flow from the Crowne Plaza in
Worcester was not sufficient to service the debt on the property. As a result, the company did not make the
required debt service payment last month.

The hotel is encumbered by a $16.3 million, fixed-rate CMBS mortgage that bears interest at 6.04%. The
mortgage matures in February 2011. Annual debt service on the mortgage is approximately $1.3 million, while
the trailing 12-month NOI for the property was $600,000.

In addition, Lodgian has engaged in negotiations with Merrill Lynch regarding extension and modification of a
loan secured by six hotels. The $45.6 million loan matured Oct. 1 without a payoff.

This loan bears interest at a fixed rate of 6.58%, is secured by six hotels, and is non-recourse to the company.
Cash flow from the hotels securing this pool is insufficient to meet the related debt service obligations. The
trailing 12-month aggregate net operating income for the underlying properties was $2.4 million, while annual
debt service is approximately $4 million.

Unless some agreement is reached in the near-term, the company intends to return the hotels to the lender in full
satisfaction of the debt

The company's review of the remaining portfolio is on-going. In the future, the company may pursue similar
actions with respect to other hotels.

Capmark Financial Pours $600 Million into its Ailing Bank

Capmark Bank, the wholly-owned Utah industrial bank subsidiary of Capmark Financial Group Inc., agreed to a
cease and desist order with each of the Federal Deposit Insurance Corp. (FDIC) and the Utah Department of
Financial Institutions. The orders require Capmark Bank to maintain a Tier 1 leverage ratio of at least 8% and a
Total Risk-Based Capital ratio of at least 10%.

Within 45 days, Capmark Bank must also submit a capital plan to the regulators and may not make any
extensions of credit, or increase the amount of its brokered CDs.

In order to support the capital position, Capmark Financial Group said it has made a $600 million capital
contribution to Capmark Bank -- $494.2 million in cash and $105.8 million in servicing advances.

Capmark Bank reported $11.1 billion in assets as of June 30 and net loss of $261.3 million.

Capmark Bank's nonperforming loans and foreclosed property assets increased by nearly $240 million from the
first quarter to the second quarter and now totals nearly $631 million. About 78% of those assets are related to
commercial real estate.

FNB United Will Take Impairment Charge, Cancels Dividend Payments

FNB United Corp., the holding company for CommunityOne Bank NA in Asheboro, NC, will book a third quarter
non-cash charge of $52.4 million to eliminate the remaining goodwill on the balance sheet.

"As a result of further weakening of the economic environment and the deep discount of our stock price from
both a net book value and tangible book value standpoint, we took another hard look at the carrying value of
goodwill and concluded that it was appropriate to record a non-cash write-off of this asset," said Michael C.
Miller, president and CEO, in a letter to shareholders. "As a result of the significant decline in most banks'
common stock prices, including FNB United's, and the lack of merger transactions in recent months, measuring
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the value of goodwill has become more difficult. Therefore, we have taken this action to reflect more accurately
current market conditions."

In addition, the company said it will discontinue its quarterly cash dividend.

Opened in 1907, CommunityOne operates 45 offices in 38 communities throughout central, southern and
western North Carolina. The bank reported $2.2 billion in assets, $24 million in nonperforming and real estate
owned commercial property assets on its books as of June 30.

Appalachian Bancshares Falls Below Minimum Nasdaq Requirements

Appalachian Bancshares Inc. received a letter from Nasdaq notifying it that it failed to comply with Nasdaq's
minimum market values of publicly held shares that require companies to maintain a minimum market value of
$5 million and a minimum bid price of $1 a share. The bank holding company has until Dec. 22, 2009, and March
22, 2010, respectively to regain compliance.

Appalachian Bancshares in Ellijay, GA, is the bank holding company for Appalachian Community Bank,
Appalachian Community Bank FSB, and Appalachian Real Estate Holdings Inc. The bank holding company
reported a net loss for the quarter ended June 30, of $30.9 million.

It has been operating under a cease and desist order the FDIC and the Georgia Department of Banking and
Finance since April. Among other things, the order required it eliminate from its books, by charge off or collection,
all assets classified as "loss" and 50% of all assets classified as doubtful. As of August, the bank said it had
eliminated had met the criteria by charging off $13 million during the quarter ended June 30, 2009.

As of June 30, Appalachian Bancshares had $1.2 billion in assets, $21.2 million in commercial nonperforming
loans on its books and held $6.7 million in foreclosed properties. Among its bank-owned assets is a closed
Cheuvrolet car dealer lot at 2402 Hwy 76 in Chatsworth, GA, with an asking value of $3.2 million, and a 2,829-
square-foot auto garage/lube center at 5 Whitlock Place SW in Marietta, GA, with an asking price of $579,000.

San Joaquin Bank Faces One-Week Deadline To Raise Money or Be Sold

The Federal Reserve Board has hit San Joaquin Bank in Bakersfield, CA, 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.

Not written in the directive but implied is that failure to do so could result in federal and state regulators arranging
such action.

To comply, the bank would have to increase its adjusted tangible shareholders' equity by $27 million or more.

As part of the announcement of the directive, San Joaquin Bank said it has let go its president, Bart Hill, and
executive vice president and CFO, Stephen Annis. With the cuts, the bank said its Tier 1 capital levels would
increase by approximately $3 million.

In the first half of the year, San Joaquin Bank has lost $19.8 million. As of June 30, it reported $832 million in
assets of which about $100 million in loans was listed as nonperforming. About 10% of the nonperforming
amount was related to commercial income producing properties.

Tishman Speyer Office Fund Restructures Debt; To Sell 1 Property

Tishman Speyer Office Fund, an Australian-traded REIT that owns 18 office buildings in 11 U.S. cities, has
restructured its U.S. debt. The restructuring provides significant financial covenant relief, and also provides
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cross-default relief in respect of the Lakeside properties, Virginia and 550 Terry Francois Boulevard, San
Francisco.

The new covenants are as follows:
e Maximum debt to gross asset value is increased from 65% to 85%;
e Minimum tangible net worth is reduced from $747 million to $125 million and the covenant will no longer
be reset based on new equity issuances;
e Minimum debt service coverage ratio (DSCR) is decreased from 1.20x to 1.05x; and
e Minimum liquidity covenant is eliminated.

Separately, closing of the sale of 3 MacArthur Place in Orange County, CA, is currently expected to close Oct.
13. The net proceeds are expected to be $30 million and will form part of $55 million of new liquidity that the
REIT is required to raise as a condition its loan restructuring.

Capital Raisings, Property Financings
Healthcare Realty Trust Inc. in Nashville, TN, entered into a $550 million unsecured revolving credit facility,
which replaces the previous $400 million facility. The new facility includes 16 lenders and matures Sept. 30,
2012. The facility is priced at 2.80% over LIBOR, with a 0.40% facility fee, and is subject to other terms and
conditions customary for loans of this nature.

SL Green Realty Corp. closed a $215 million refinancing of 100 Park Avenue near Grand Central Terminal,
which it owns in a joint venture with institutional investors advised by Prudential Real Estate Investors. The
building's new mortgage was provided by a bank group led by DekaBank, and Helaba, and also includes PB
Capital Corp., Westdeutsche ImmobilienBank AG (Westimmo), and Modern Bank. The transaction generated
approximately $40 million in additional proceeds to the joint venture, which is intended to be used to complete
the redevelopment and the continued lease up of the property, as well as provide residual cash proceeds to the
partners. The financing, provided at a 6.64% fixed rate, matures in 2014 and features two, one-year extension
options. It enables the joint venture to retire the former $175 million mortgage.

Tianwei New Energy Holdings Co. Ltd., a provider of silicon wafers, photovoltaic (PV) cells, modules and
systems, agreed to provide a majority investment in Hoku Scientific Inc., a clean energy company in Honolulu,
and arrange debt financing by China Construction Bank for the construction and development of Hoku's
polysilicon production facility in Pocatello, ID. As a result of the transaction, Tianwei will become Hoku's majority
shareholder, and will have the right to nominate a majority of the members serving on Hoku's board. "With very
limited financing choices available, the agreement with Tianwei is a significant step forward toward our goal of
becoming a top-tier global provider of clean energy solutions," said Dustin Shindo, chairman and CEO of Hoku.
"This transaction is expected to alleviate the financing challenges we have experienced during these difficult
macroeconomic times, allowing us to focus on execution in all areas of our business,"

Thomas D. Wood and Co. secured $4.6 million in financing for Lincoln-Lauderhill Industrial in Lauderdale
Lakes and Lauderhill, FL. Marshall Smith, Thomas D. Wood's executive vice president, financed Lincoln-
Lauderhill through a local bank. The loan term is 10 years, and the rate can be reset after five years, based on a
25-year amortization and a loan-to-value of 49.4%. The interest rate is 6.5%. The two properties total 328,400
square feet of industrial space, and were built between 1974 and 1978. Lincoln-Lauderhill Industrial is located at
3435-3699 NW 19th St. in Lauderdale Lakes, and 1840-1898 NW 38th Ave. in Lauderhill.

Movie Gallery Closing 200 Game Crazy Stores

By: Sasha M. Pardy

The country's second largest movie rental retailer, Movie Gallery, is closing 200 of its 680 Game Crazy stores.
The stores, which sell new and used video games and accessories, are adjacent to Hollywood Video locations
across the country. The inventory liquidation process at the 200 stores has already begun and the locations will
shutter by the end of this month -- their adjacent Hollywood Video stores are expected to remain open.

THE WATCH LIST NEWSLETTER e s


mailto:SPardy@costar.com

THE WATCH LIST NEWSLETTER

In a statement, Movie Gallery described the affected stores as "underperforming” and said the "unprecedented
consumer/retail environment" has been challenging. According to CoStar Tenant, the typical Game Crazy store
is 500 square feet, but select locations run as large as 7,000 square feet.

This closure announcement follows Blockbuster's recent plan to close 960 stores through 2010. Meanwhile, the
world's largest video game retailer, GameStop, has opened at least 776 net new stores over the past year, to
now operate 6,333 stores in 17 countries.

To keep up on happenings and trends in retail real estate, subscribe to CoStar's Retail News Roundup, a
weekly column covering retailer expansions and new concepts, store closings, bankruptcies, cutbacks,
acquisition, mergers, sales. new shopping centers, personnel changes, and sustainability, for free via email by
requesting to be added to the distribution list by contacting senior editor, Sasha Pardy.

InkStop Abruptly Closes All 152 Stores

By: Sasha M. Pardy

Warrensville Heights, OH-based printer ink and toner chain, InkStop, sent a letter to its employees last week that
read, "The company has elected to temporarily close all stores at the close of business today, October 1, to
focus on a restructuring plan... All employees are laid off until further notice." The company cited cash flow
problem among its key issues.

After closing six stores early this year, the chain reported in an April Crain's article that it had 155 stores in 14
states from Ohio to Texas, which according to various reports, was down to 152 stores by the time the Oct. 1
closure letter was issued.

According to CoStar Tenant, the average InkStop is about 1,500 square feet.
To keep up on happenings and trends in retail real estate, read CoStar's Retail News Roundup, a weekly

column covering retailer expansions and new concepts, store closings, bankruptcies, cutbacks, acquisition,
mergers, sales. new shopping centers, personnel changes, and sustainability.

Peterbilt Moving Tennessee Operations to Texas

By: Andrew Deichler
Peterbilt Motors Co. said last week that it is permanently closing its truck assembly plant in Madison, TN, where
it has operated for more than 40 years.

Citing current market conditions, the commercial truck manufacturer is moving its operations to Denton, TX,
where the company is headquartered. Bill Jackson, Peterbilt general manager, called the move a "difficult, but
necessary decision."

About 390 Peterbilt employees will lose their jobs as a result of the closure.

Although the facility won't officially shut down until the beginning of December, it has been barely operational for
over a year. In June 2008, Peterbilt locked out employees after it was unable to reach a new contract with the
union, UAW Local 1832. The trucking company insists that the decision to close the plant was not related to the
dispute.

Peterbilt's Denton facility is nonunion, which UAW officials allege is the true reason for the move.
News of corporate expansions, relocations, extensions; closures, layoffs and lease cancellations have been

consolidated into Lease Up/Lease Down. Look to Lease Up/Lease Down every week for valuable information
that can be used as a source for business leads.
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Recession Consumes Gourmet Magazine

By: Andrew Deichler

Conde Nast, publisher of Vogue, Vanity Fair and The New Yorker, is cancelling several of its magazines
including Modern Bride, Elegant Bride and Cookie, due to a decline in ad sales. But most notable title to cease
publication is Gourmet, the 70-year-old food and wine icon.

As a result, Conde Nast is cutting staff in its headquarters at 4 Times Square in New York. According to a recent
WARN report, 138 employees are being laid off.

Hit hard by the recession, Conde Nast appointed consulting firm McKinsey & Co. in July to perform an extensive
evaluation of company costs. Once the study was complete, Conde Nast enacted a plan to trim the fat wherever
it could, GM-style.

Cutting the bridal magazines wasn't a huge surprise - both are offshoots of the Conde Nast publication Brides,
which the publisher is keeping. Dropping Cookie also doesn't come as much of a shocker - the parenting
magazine is only a few years old.

However, cancelling Gourmet sends quite a ripple through the cooking industry. Conde Nast publishes two food
magazines, Gourmet and Bon Apetit. Both are regarded highly in the food community, but many analysts
predicted that if Conde Nast opted to cut one of them, Bon Apetit would have been the one to go. Gourmet has
been around longer and its editor, Ruth Reichl, is one the industry's most respected critics.

News of corporate expansions, relocations, extensions; closures, layoffs and lease cancellations have been
consolidated into Lease Up/Lease Down. Look to Lease Up/Lease Down every week for valuable information
that can be used as a source for business leads.
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