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Mortgages Making Money Again for Life Insurers, At Least for Now 
eturns on private commercial mortgages held by life insurance companies rebounded into positive territory in 

first quarter 2009 after two consecutive quarters of negative returns, according to the LifeComps Commercial 

Mortgage Index. First quarter's positive return of 1.63% followed returns of -3.16% in fourth quarter and -2.08 % in 

third quarter 2008. 

 

Of total return in the first quarter, 1.69% was income return and -0.05% was price return. The price loss was driven 

by higher treasury yields which slightly outweighed the positive effect from improved valuations. 

 

It is not certain the positive returns will hold, however, Standard & Poor's in May issued a report entitled, For U.S. 

Life Insurers, The Pain From Real Estate Could Lie Ahead, which laid out the warning that when real estate markets 

sour, the possibility exists that commercial mortgages will default and perhaps take a toll on life insurance ratings. 

So far, Standard & Poor's Ratings Services said it believes that this has not happened. 

 

"Currently, the foreclosure rate of commercial mortgages in life insurance portfolios is virtually zero," S&P 

reported. "But we believe that this will not necessarily be the case over the course of this economic cycle. 

Commercial real estate performance is generally a lagging economic indicator. Owners tend to cut all other expenses 

before defaulting on their mortgages or letting property go into foreclosure. Therefore, as the recession rolls on, we 

believe that there is an increasing possibility of distress for commercial real estate owners and for those that hold 

their mortgages." 

 

S&P said that before before insurers see any ratings impacts, it would "typically have to see net losses from 

foreclosures of 5% or more." 
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According to the LifeComps Commercial Mortgage Index, for the 12 months ended March 31, total return remained 

negative with a -3.37% total return compared to -4.14% last quarter. These are the only two quarters in LifeComps' 

history with negative annual total returns. Income return for first quarter was 6.57% and price return was -9.94%. 

 

Apartments produced the highest return in first quarter with a 3.49% total return followed by retail at 1.25%, office 

at 1.23% and industrial at 0.85%. Over 12 months, retail fared the best with a total return of -2.94% compared to -

3.10% for office, -3.25% for apartments and -3.51% for industrial. 

 

The LifeComps Commercial Mortgage Index is the only published benchmark for the private commercial mortgage 

market based on actual cash flow data, which has been collected quarterly from participating life insurance 

companies since 1996. Active loans in the LifeComps Index number 6,500 with an aggregate principal balance of 

approximately $85 billion and market value of $77.4 billion. The weighted average duration is 4 years, and average 

loan-to-value is 66.5%. 

 

Overall, life insurance companies hold $310 billion industry wide in commercial and multifamily mortgages. 

 

Participating life insurers include Allstate Life Insurance, CIGNA Investment Management, The Equitable, John 

Hancock, Nationwide, Northwestern Mutual, Principal Financial and Prudential Insurance Company of America. 
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Feds Pick Nine Firms To Go Out and Raise $8.5 Bil for Troubled 

Assets 
he U.S. Treasury Department, the Federal Reserve, and the FDIC pre-qualified nine ventures to participate as 

fund managers in the initial round of their Legacy Loan and Legacy Securities Program. The program is 

designed as a framework to bring capital into the financial system and clear problem real estate-related assets off 

financial institutions' books. 

 

Following a comprehensive two-month application evaluation and selection process, during which more than 100 

unique applications were received, the following firms were picked as the initial participants. 

 

 AllianceBernstein LP and its sub-advisors Greenfield Partners and Rialto Capital Management; 

 GE Capital Real Estate and Angelo, Gordon & Co; 

 BlackRock; 

 Invesco Ltd.; 

 Marathon Asset Management; 

 Oaktree Capital Management; 

 RLJ Western Asset Management (a joint venture of The RLJ Cos, founded by Robert L. Johnson, and 

founder of Black Entertainment Television, and Western Asset Management); 

 The TCW Group; and 

 Wellington Management Co. 

 

The nine entities now have up to 12 weeks to raise at least $500 million of capital each from private investors. The 

equity capital raised from private investors will be matched by Treasury. If the fund managers fail to raise $500 

million, they will not be eligible for the equity match or debt financing provided by the Treasury. 

 

However, the Treasury has said that after this initial round of approved fund managers, it will open up the program 

to firms that have less than $10 billion (market value) of assets under management. 

 

The nine fund managers have also established meaningful partnership roles for small-, veteran-, minority-, and 

women-owned businesses. 

 

 Advent Capital Management; 

 Altura Capital Group; 

 Arctic Slope Regional Corp. (aligned with Oaktree Capital); 

 Atlanta Life Financial Group, through its subsidiary Jackson Securities; 

 Blaylock Robert Van (aligned with Marathon); 

 CastleOak Securities (aligned with GE Capital and Angelo Gordon); 

 Muriel Siebert & Co.; 

 Park Madison Partners; 

 The Williams Capital Group; and 

 Utendahl Capital Management. 

 

The Legacy Securities Program is designed to support market functioning and facilitate price discovery in the asset-

backed securities markets, allowing banks and other financial institutions to re-deploy capital and extend new credit. 

The program consists of two related parts, each of which is designed to draw private capital into these markets. 

 

Legacy Securities Public-Private Investment Program. Under this program, Treasury will invest up to $30 billion of 

equity and debt in commercial mortgage-backed securities and non-agency residential mortgage-backed securities. 

 

Legacy Loan Program. In order to help cleanse bank balance sheets of troubled legacy loans and reduce the 

overhang of uncertainty associated with these assets, the FDIC and Treasury designed the Legacy Loan Program to 

boost private demand for distressed assets and facilitate market-priced sales of troubled assets. 
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"Recognizing that the combination of loose underwriting standards and excessive leverage would lead to a painful 

unraveling of the residential and commercial real estate markets, we avoided the highly leveraged, structured 

securities that now have become the subject of the PPIP program," said Oaktree's chairman, Howard Marks. "Given 

the events of the recent past, we now believe attractive investment opportunities in commercial real estate lie 

ahead." 

 

A conviction also held by James W. Hirschmann, CEO of Western Asset, who said: "The extreme disruption in 

financial markets since August 2007 has been extraordinary and we believe that there are compelling opportunities 

for long-term investors." 

Title Insurers: Cash Rich, Results Poor 
he title insurance industry remains in a strong financial position despite the continued reduction in title 

insurance premiums, the American Land Title Association reported after releasing its first-quarter 2009 Title 

Insurance Industry Market Share and Financial Statement. 

 

Despite an uptick in refinance activity during the early part of the quarter and a substantial reduction in loss and loss 

adjustment expenses (48.9%), the industry posted a loss of $127.5 million during the first quarter of 2009. This 

contrasts with an operating gain of the $59.9 million for the corresponding 2008 first quarter and an operating loss 

of $711.9 million for the full year 2008. 

 

This operating loss, combined with an 85% decrease in net investment gain and an increase in income taxes, resulted 

in a net loss for the first quarter of $117.4 million, as compared to net income of $224.8 million for the first quarter 

of 2008 and a net loss of $438.3 million for the full year 2008. 

 

ALTA reported, however, that the industry continues to have a strong asset base of more than $8.7 billion, including 

more than $7.4 billion in cash and invested assets. Also, statutory reserves were in excess of $5.2 billion and 

statutory surplus was more than $2 billion. 

 

The first quarter of 2009 marked the 12th consecutive quarter in which title premiums written declined from the 

prior year's equivalent quarter. However, this was the first of the 12 where the quarterly decline was less than the 

prior quarter's decline. On a whole, the industry wrote $1.98 billion in premiums during the first quarter of 2009, 

compared to $2.64 billion in premiums during the same period a year ago. 

 

On a state-by-state basis, 48 states plus the District of Columbia show written premiums declined in the first quarter 

of 2009, compared to the first quarter of 2008. Forty-one states, plus the District of Columbia declined more than 

10%. 

 

One state (Delaware) declined more than 40%. Eleven states, including four of the seven largest, declined more than 

30%. Fifteen states plus the District of Columbia were down between 20% and 30%. 

 

Only two states showed increases, with Alaska up 12% and South Dakota up almost 4%. The four largest states in 

terms of written premiums, California, Texas, Florida and New York were down 8%, 32%, 40% and 39%, 

respectively. The seventh largest, New Jersey was down 35%. 

Commercial Real Estate in Lieu of Cash for Pension Contributions 
RC Worldwide Inc., the financially troubled Overland Park, KS, trucking company, completed a pension 

contribution deferral agreement with the Teamsters Union to defer the payment of $94 million of contributions 

due last month. In exchange, YRC has pledged real property so that the union has first priority security interest in 

the property. The real estate is located throughout the United States and Mexico. 

 

YRC Inc., USF Holland Inc., USF Reddaway Inc. and New Penn Motor Express, Inc., made the deal with the 

Central States, Southeast and Southwest Areas Pension Fund with Wilmington Trust Co., as agent. The Central 

States Pension Fund is the largest of the Company's International Brotherhood of Teamsters ("IBT") multiemployer 

defined benefit pension funds, representing approximately 58% of the company's pension funding obligations. 
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The initial agreement covered $83 million in pension contributions. Since the initial agreement, seven additional 

union funds have joined as participants in the same agreement for a deferral of an additional $11 million. If YRC 

were to default on cash contributions, the union funds would have the right to foreclosure on the pledged properties. 

GVA Advantis Closes Six Southern Brokerage Offices 
By: Randyl Drummer 

dvantis Holdings, LLC, announced Monday it has closed GVA Advantis sales and leasing offices in Florida, 

Virginia, Mississippi and Washington, D.C. due to the hurting economy's effect on real estate transactions. 

 

The company will focus on long-term and portfolio clients, remain active in property management and will continue 

to own and operate Advantis Construction Co. The latter accounts for more than three-quarters of Advantis' revenue 

and has consistently been its most profitable business segment. 

 

However, the decision to close offices in Northern Virginia and Newport News, VA; Gulfport, MS; Tallahassee and 

Panama City, FL; and the District of Columbia comes more than a year after Jeffrey Neal, head of a private equity 

group, stepped in and announced plans to recapitalize and restructure the operation. However, the reality is that "the 

economy has been unkind to our brokerage and transactional business," Neal said in a release. The company will 

end its affiliation with the GVA Worldwide network during the current quarter. 

 

Advantis Construction will survive and Advantis Holdings will continue to provide facilities management, and 

corporate and advisory services. The company said it's pursuing a number of possible joint venture or other 

strategies that will improve its operating performance. 

Advertising 
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Regulators Come Down on Two Georgia Banks 

he Federal Deposit Insurance Corp. and the Commissioner for the State of Georgia, Department of Banking and 

Finance recently issued cease and desist orders against Community Bank & Trust Co. of Cornelia, GA; and 

Crescent Bank and Trust Co. in Jasper, GA. 

 

The C&Os list a slew of problems: 

 

 Operating with less than satisfactory management and board of directors' oversight, whose policies and 

procedures and strategic plan are damaging to the bank and jeopardize the safety and soundness of the 

bank; 

 Operating with inadequate liquidity and reserves; 

 Operating with a large volume of poor quality and adversely classified loans; 

 Operating with lax underwriting and weak loan administration practices; and 

 Operating in such a manner as to produce operating losses. 

 

Community Bank & Trust with $1.27 billion in assets as of March 31, was reporting $95 million in troubled assets. 

The C&O stipulated that the bank reclassify additional assets that may fall into that category. As of March 31, $26 

million of its identified problem loans consisted of assets related to commercial real estate properties. That total 

included $9.7 million in foreclosed properties. 

 

Among its largest foreclosed commercial properties were: 

 

 1384 Highway 76 East in Hiawassee, GA, a 6,359-square-foot building previously used as a lighting 

gallery, listed for sale at $1 million. 

 4140 Stacks Road in College Park, GA, a 5-acre lot used as a truck and trailer parking facility, listed for 

sale at $625,000; and 

 3551 Athens Highway in Jefferson, GA, an 11,000-square-foot industrial facility on 5 acres, listed for sale 

at $425,000. 

 

Crescent Bank and Trust with assets of $1.1 billion listed $57 million in nonperforming loans as of March 31 of 

which about one-fourth were classified as related to commercial income producing properties, including a foreclosed 

commercial total of $11.5 million. 

 

The bank's parent holding corporation, Crescent Banking Co., reported a net loss of $5.1 million for the quarter 

ended March 31. The net loss was largely attributed to a $2.7 million, provision for loan losses. 

 

"The economic environment we experienced in 2008 continues to have a significant impact on our asset quality and 

earnings," said Don Boggus, the parent company's president and CEO. "We took steps at the end of the first quarter 

to further reduce our overhead and streamline our operations. We reduced our work force by 10 staff members and 

most officers took a 10% cut in salary. Our senior management team took an additional 5% salary cut for a total cut 

of 15% since the third quarter 2008." 

 

"We remain focused on aggressively identifying problem loans, and pursuing favorable resolutions of any issues 

associated with those problem loans," Boggus added. "Additionally, we have aggressively pursued growth of our 

core deposits while reducing the bank's non-core deposits. It remains difficult to determine when and to what extent 

the financial industry and the market generally will recover. Until that recovery occurs, we expect to continue to 

face serious challenges going forward." 

Cease & Desist Issued Against Bank in Washington  
merican West Bank in Spokane, WA, entered into a joint cease and desist agreement with the FDIC and the 

Washington Department of Financial Institutions for an action plan designed to strengthen and improve the 

bank's financial condition and operations. 
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"Like many banks facing unprecedented challenges, AmericanWest Bank has been affected by the level of 

provisions required for non-performing loans and the steep declines in the value of underlying residential real estate 

collateral," said Patrick J. Rusnak, president and CEO of the bank's parent company, AmericanWest Bancorporation. 

 

Included in the agreement are initiatives to improve the bank's overall performance, such as increasing regulatory 

capital, reducing the amount of non-performing loans, adopting changes to loan policies and monitoring procedures, 

reducing the concentration of "land development and construction loans," reducing reliance on brokered deposits, 

and providing regulators with copies of strategic plans for profitability and liquidity. The agreement also provides 

that the bank will obtain prior regulatory approval before the payment of any cash dividends or the appointment of 

any senior executive officers or directors. 

 

"We were already well underway with substantially all of the action items, so there were no surprises in the 

agreement," said Rusnak. "Since our change in executive leadership last summer, the restructured management team 

has focused on addressing these issues, and significant progress has already been made." 

 

The bank stopped originating residential land development loans during the third quarter of 2007, and reduced the 

balance of its land development and construction portfolio by $181 million, or 35%, since Dec. 31, 2007. The other 

segments of the loan portfolio are performing substantially better than the land development and construction 

portfolio, with non-performing loans representing 2.1% of total loans in those other segments as of March 31. 

 

The bank's provision for loan losses was $13.7 million for the first quarter of 2009 which represents a reduction of 

$26.6 million, or 66%, from the fourth quarter of 2008. 

 

Total non-performing assets, net of government guarantees on loans, were 7.96% of total assets at March 31, of 

which $15.5 million was identified as related to commercial properties. Foreclosed assets at March 31 totaled $23 

million and consisted of 36 properties, none of which was commercial properties. 

Lease Cancellations: Crabtree & Evelyn To Abandon 35 Leases 
Woodstock, CT-based Crabtree & Evelyn, a bath and body products retailer, filed Chapter 11 on July 1. The 

company said it would execute a reorganization plan to improve its prospects for future growth and profitability, 

which includes reducing its number of "loss-making stores" through store closures. In addition it is looking to 

terminate 35 leases. Crabtree & Evelyn currently operates 126 stand-alone retail stores and according to CoStar 

Tenant, the typical store is 2,250 square feet and located in an upscale regional mall or outlet shopping center. (For 

more information, see the original story published by Sasha M Pardy July 2) 

 

Company Property Landlord  

Crabtree & Evelyn 

Store #4-Copley Place Copley Place, 100 Huntington 

Aven., G15 Boston, MA 

Copley Place Associates LLC c/o Simon 

Property Group 

Crabtree & Evelyn Store #12-Oakbrook, 420 Oakbrook Center ,Oakbrook, IL 

Oakbrook Shopping Center LLC c/o 

General Growth Properties 

Crabtree & Evelyn 

Store #24-Broadway Plaza Shopping Center, 24 Broadway 

Lane, Walnut Creek, CA Macerich Northwestern Associates 

Crabtree & Evelyn 

Store #25-Southdale Southdale Shopping Center, Space 

1680, Edina, MN Southdale LP 

Crabtree & Evelyn 

Store #31-Alamoana Ala Moana Center, 1450 Ala Moana 

Blvd. #1128, Honolulu, HI GGP Ala Moana LLC 

Crabtree & Evelyn 

Store #55-Embarcadero, Two Embarcadero Center, San 

Francisco, CA 

Embarcadero Center Associates c/o 

Boston Properties 

Crabtree & Evelyn 

Store #67-Bridgewater Bridgewater Commons Mall, 400 

Commons Way, Suite #125, Bridgewater, NJ Bridgewater Commons Mall II LLC 

Crabtree & Evelyn 

Store #115-Madison Ave, 520 Madison Ave.,New York, 

NY 

520 Madison Owners LLC c/o Tishman 

Speyer Properties 

Crabtree & Evelyn 

Store #116-Suburban Square Suburban Square, 51 St. 

James Place, Ardmore, PA 

Amerishop Suburban, LP c/o Kimco 

Realty Corp. 

Crabtree & Evelyn 

Store #117-King Prussia Court, 321 Mall Blvd. Space 

1096, King of Prussia, PA 

King of Prussia Associates c/o Kravco 

Simon Co. 

http://www.costar.com/news/Article.aspx?id=8A6467E87AFE0C2ACB7708B9A2188AAD
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Store #119-The Shops at Liberty Place, 1625 Chestnut St., 

#113, Philadelphia, PA Liberty Place Retail Associates, LP 

Crabtree & Evelyn 

Store #144-Staten Island Mall, 2655 Richmond Ave., 

Staten Island, NY 

Rouse SI Shopping Center LLC c/o 

General Growth Properties 

Crabtree & Evelyn Store #147-Old Orchard Shopping Center, F82, Skokie, IL 

Old Orchard Urban Limited Partnership 

c/o Westfield Corp. 

Crabtree & Evelyn Store #148-Brooks Corner, 136 Main St., Westport, CT Brooks, Torrey & Scott Inc. 

Crabtree & Evelyn 

Store #151-Stamford Town Center, 100 Greyrock Place, 

Stamford, CT Rich-Taubman Associates 

Crabtree & Evelyn 

Store #154-Palo Alto Stanford Shopping Center, Kiosk 

Space 4B, Palo Alto, CA 

SPG Center LLC c/o M.S. Management 

Associates Inc. 

Crabtree & Evelyn 

Store #165-Twelve Oaks Mall, B-226 27442 Novi Road, 

Novi, MI Twelve Oaks Mall LLC 

Crabtree & Evelyn 

Store #166-Regency Square, 1420 Parham Road, 

Richmond, VA 

Taubman Regency Square Associates 

LLC 

Crabtree & Evelyn 

Store #172-Hanes Mall, Silas Creek Parkway & Stratford 

Road, Suite 1140, Winston-Salem, NC JG Winston-Salem LLC 

Crabtree & Evelyn 

Store #186-Park Plaza Mall, 6000 W. Markham St., Suite 

3126 Little Rock, AR 

CBL/Park Plaza Mall LLC c/o CBL & 

Associates Management 

Crabtree & Evelyn 

Store #197-Mall @ Stonecrest, 2929 Turner Hill Road, 

Suite 2270, Lithonia, GA 

Stonecrest Mall SPE LLC c/o Forest 

City Enterprises 

Crabtree & Evelyn 

Store #199-The Streets at Southpoint, 6910 Fayetteville 

Road, Suite 170, Durham, NC 

Southpoint Mall LLC c/o General 

Growth Properties 

Crabtree & Evelyn 

Store #204-Garden State Plaza, Routes 4 and 17, Suite 

2166, Paramus, NJ 

Westfield Garden State Plaza Limited 

Partnership c/o Westfield Corp. 

Crabtree & Evelyn 

Store #210-Southpark Mall, 4400 Sharon Road, Charlotte, 

NC 28211 

Southpark Mall Limited Partnership c/o 

Urban Retail Properties Co. 

Crabtree & Evelyn 

Store #212-The Village of Merrick Park, 320 San Lorenzo 

Ave., Unit #2327, Coral Gables, FL 

Merrick Park LLC c/o General Growth 

Properties 

Crabtree & Evelyn 

Store #223-Alderwood, 3000 194th St. SW, Lynnwood, 

WA Alderwood Mall LLC 

Crabtree & Evelyn 

Store #227-Great Lakes Crossing, 4600 Baldwin Road. 

Auburn, MI Taubman Auburn Hills Associates LP 

Crabtree & Evelyn 

Store #233-Victoria Gardens, 7835 Kew Ave., Rancho 

Cucamonga, CA Rancho Mall LLC 

Crabtree & Evelyn 

Store #234-Crestview Crestview Hills, Town Center 

Space, 7060 2870 Town Center Blvd., Crestview Hill, KY 

Crestview Hills Town Center LLC c/o 

Jeffrey R. Anderson Real Estate Inc. 

Crabtree & Evelyn 

Store #237-Rio Grande Valley Outlet, 5001 E Expressway 

83, Space 0600E, Mercedes, TX 

CPG Partners, LP c/o Chelsea Property 

Group 

Crabtree & Evelyn 

Store #238-Partridge Creek, 17460 Hall Road, Suite 141, 

Clinton, MI Partridge Creek Fashion Park LLC 

Crabtree & Evelyn 

Store #239-Las Vegas Town Square, 6659 Las Vegas 

Blvd. South, Suite 108, Las Vegas, NV 

Turnberry/Centra Sub LLC c/o 

Turnberry Associates 

Crabtree & Evelyn 

Store #242-Pembroke Gardens, 318 SW 145th Terr., 

Pembroke Pines, FL 

AD Pembroke Land Company LLC c/o 

Jeffrey R. Anderson Real Estate9 

Crabtree & Evelyn 

Store #244-Murfreesboro, 2615 Medical Center Parkway, 

Suite 2035, Murfreesboro, TN 

CF Murfreesboro Associates c/o Cousins 

Properties 

Crabtree & Evelyn 

Store #245-Bridge Street, 350 The Bridge St., Suite 104, 

Huntsville, AL 

Huntsville Shores LLC c/o O & S 

Holdings LLC 

Real Money: Finances R Us 
By: Andrew Deichler 

t's been a busy year so far for Toys R Us. Hot on the heels of its recent acquisition of FAO Schwartz, America's 

leading toy retailer has just refinanced two of its subsidiaries. 

 

Toys R Us Inc., through its wholly owned subsidiary Toys R Us Property Company I LLC (Toys Propco), has 

completed an offering of $950 million in senior unsecured 10.75% notes due 2017. 
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Toys Propco used about $925 million in proceeds from the offering to help repay outstanding borrowings under a 

$1.3 billion credit agreement from 2005. Cash on hand, along with cash from Toys R Us Inc. and the transfer of 25 

properties to subsidiary Toys R Us - Delaware Inc. (Toys-Delaware) also aided in the repayment. 

 

The notes were issued at a price equal to 97.4% of their face amount at maturity. 

 

The offering coincides with the refinancing of Toys-Delaware's credit facility, which had its maturity date extended 

from July 2010 to May 2012. The facility's borrowing capacity will remain at $2 billion until the initial maturity date 

and drop to $1.5 billion thereafter. In analyzing the secured term loan, Fitch Ratings downgraded Toys 'R' Us 

Delaware's new loan to 'CC/RR6' from 'CCC+/RR5' based on poor recovery prospects (less than 10%). 

 

Banc of America Securities LLC and Wells Fargo Retail Finance, LLC acted as the joint lead arrangers in the 

refinancing. Deutsche Bank served as joint bookrunning manager. Citibank, Credit Suisse, GMAC Commercial 

Finance, Morgan Stanley, and UBS also participated in the arrangement. 

 

According to a statement by Toys R Us, the credit facility has been revised to "reflect current market conditions." 

Although the borrowing capacity formula is essentially the same, the new borrowing rates vary with usage and are 

LIBOR plus 3.2% through the original maturity date and LIBOR plus 4% thereafter. 

 

Toys R Us owns fee and leasehold interests in 359 properties nationwide, which it leases to Toys - Delaware 

through a Master Lease. 

Mortgage Bankers Lower Forecast for Originations 
he Mortgage Bankers Association lowered its forecast of mortgage originations in 2009 to $2.03 trillion, a drop 

of more than $700 billion from its March forecast. About $84 billion of the drop is due to lower purchase 

originations and the rest is due to lower rate/term refinancings and very low volumes in the Fannie Mae and Freddie 

Mac Home Affordable Refinance Program. MBA is now forecasting $737 billion in purchase originations and 

$1,297 billion in refinance originations. 

 

"While the Fed has been successful in reducing the spread between conforming mortgage and Treasury rates through 

its purchase of agency [mortgage-backed securities], it has not been successful in maintaining lower Treasury yields. 

Since March, the Federal Reserve purchases have equaled approximately 85% of new MBS issuance for Fannie 

Mae, Freddie Mac and Ginnie Mae combined," said Jay Brinkmann, MBA's chief economist. 

 

The March increase in refinance originations was driven by two factors. The first factor was the drop in interest 

rates. The subsequent increase in interest rates, however, began to choke off the refinance wave in May, much 

earlier than anticipated in the March forecast. 

 

A second factor that led to the reduced forecast was that the large volume of loans expected from federal affordable 

housing refinance efforts never materialized. While generally accepted estimates were that around 1.5 million to 2 

million borrowers might participate program, to date only about 13,000 loans have been completed. 

 

The Mortgage Bankers Association now projects that total existing home sales for 2009 will be 4.8 million units, a 

drop of 1.2% from 2008. MBA projects new home sales will be 352,000 units, a decline of about 27% from 2008. 

Median home prices for new and existing homes will likely continue to fall, dropping by about 10% from 2008 

levels, but leveling off in 2010 as the economy improves. The MBA forecast for long-term interest rates calls for 

increasing rates through the end of the year and through 2010. 

Property Finance Deals 
Brandywine Realty Trust has arranged a $60 million mortgage loan for One Logan Square in Philadelphia. PB 

Capital Corp . provided the loan, which features a floating rate of LIBOR plus 350 basis points. The seven-year 

term has three years of interest only, followed by a 30-year amortization. Eastdil Secured provided advisory services 

to Brandywine. The 30-story, 594,361-square-foot office tower at 130 N. 18th St. was built in 1983 near Logan 

Circle. It is 99% leased. 
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Capmark originated $52.5 million for the recapitalization and refinance of Eight Tower Bridge in Conshohocken, 

PA. The 16-story, 345,000-square-foot office tower was built in 1982. Senior vice president Jeff Heath secured the 

new loan through Capmark Bank. The building's owners, a partnership of Oliver Tyrone Pulver Corp., AREA 

Property Partners' VEF II LLC and Brandywine Realty Trust , received the original $72 million financing in 

2007 from Capmark Finance. Scott Crimmins and Paul Taylor, equity investment bankers for Capmark Securities, 

arranged a $21.45 million investment for the partnership through an undisclosed source. 

 

Griffin Land  secured a 10-year mortgage for four buildings in its New England Tradeport industrial park in 

Windsor, CT. People's United Bank provided the funding, which totals $8.5 million but could be increased to $10.5 

million if Griffin leases out the vacant space in the buildings over the next three years. Payments are based on a 25-

year amortization. Though the mortgage carries a floating interest rate, the parties involved entered into an interest 

swap agreement that fixes the rate at 6.58% for the term. 

 

HFF (Holliday Fenoglio Fowler, L.P.), working on behalf of BioMed Realty Trust, arranged a $350 million 

financing for the Center of Life Center in Boston. John Hancock Life Insurance, TIAA-CREF and 

Westdeutsche Immobilien Bank provided the five year, 7.75% fixed-rate loan. Senior managing director Tim 

Wright, executive managing director John Fowler and director Janet Krolman arranged the deal. The 700,000-

square-foot research facility at 3 Blackfan Circle delivered in 2008, across from Harvard Medical School in the 

Longwood Medical Area. 

 

Interstate Hotels and Resorts extended the maturity of its senior credit facility to March 2012. The hotel real estate 

investor is converting the facility's $161.2 million balance to a new term loan, in which Interstate will receive an $8 

million revolving credit line. The facility has an interest rate of LIBOR plus 550 bps, with a 2% LIBOR floor and 

additional PIK interest through March 2011 (3% thereafter). There is an amortization of $20 million by March 2010 

and another $20 million in March 2011. Banc of America Securities LLC arranged the financing, while Bank of 

America N.A. acted as the administrative agent. 

 

Lodgian Inc., a hotel owner/operator, extended $117.4 million of its mortgage indebtedness, which was due to 

mature at the start of this month. Originated by Merrill Lynch in 2004, the mortgage indebtedness has been divided 

into three pools. Merrill Lynch Fixed Rate Pool #1, valued at $36.5 million, has had its maturity date extended to 

2010. Lodgian has also seen the maturity date for Pool #4, valued at $35.4 million, extended to 2012. However, the 

maturity date for Pool #3, valued at $45.7 million, has been only been extended until August. Logician is currently 

negotiating a longer extension for Pool # 3. 

 

Skechers USA, the popular footwear manufacturer, closed a $250 million senior credit facility. Wells Fargo 

Foothill and Bank arranged the four-year financing. CIT Bank, HSBC Business Credit, U.S. Bank, PNC Bank, 

Capital One Leverage Finance Corp. and Union Bank also participated in the transaction. 

 

Thomas D. Wood & Co. secured a $2.8 million loan for the Mercantile Office Building in Winter Garden, FL. 

Doug Rozzell and Jeff Schlupp arranged the financing through The Standard Life Insurance Co. It carries an 

interest rate of 6.75% and a five-year term, based on a 25-year amortization. The three-story, 31,857-square-foot 

office building at 12200 W. Colonial Drive was built in 2000 in Orlando's West Colonial submarket, and is home to 

Mercantile Bank. 

  

Thomas D. Wood & Co. closed a $1.4 million construction financing for English Village Townhomes, a 66-unit 

apartment complex in Arlington, TX. The loan has an interest rate of 6.19% and a loan-to-value of 65%. It has a 

term of 10 years, based on a 30-year amortization. Joe Dear, vice president, arranged the transaction with a national 

lender. 
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11 Closures & Layoffs: Scotts Miracle-Gro Plans to Close Smith & 

Hawken Operations 
By: Sasha M Pardy 

cotts Miracle-Gro Co. will cease operating its Smith & Hawken business by the end of the calendar year and has 

hired a third-party firm to manage the closure process. 

 

Smith & Hawken, purveyor of fine outdoor furniture and accessories, as well as garden goods, is closing up after 

Scotts Miracle-Gro's year-long efforts to find a buyer failed. Gordon Brothers Group is managing the liquidation of 

Smith & Hawken's fleet of 56 stores, all of which are leased. Store closures are expected to be completed by the end 

of the year. 

The company has already ceased its catalog and internet sales. 

 

The company's stores are in 22 states and Washington, DC. According to CoStar Tenant, the typical store is 4,000 

square feet and located in an upscale mall or on a prime street front location. In addition, CoStar records show that 

Smith & Hawken leases a 412,000-square-foot industrial building on Marcey Street in Chicago. 

 

"We would have preferred to sell the Smith & Hawken business in order to protect jobs and keep the retail franchise 

intact. However, after discussions with several potential investors over the past 12 months, it became obvious that 

shutting down the business was the best option available," said Jim Hagedorn, chairman and CEO of Scotts Miracle-

Gro. 

Nissan Consolidating Tennessee Distribution Operations 
By: Andrew Deichler 

issan North America is consolidating its parts distribution operations in Mt. Juliet, TN. 

 

The automaker signed a long-term, design-build lease with Opus Northwest for a new 717,160-square-foot facility 

in the Couchville Pike Business Center, about 25 miles east of Nashville. Nissan plans to relocate operations from 

two Rutherford County facilities in April 2010. 

 

The new redistribution center would supply all of Nissan's other North American parts warehouses, as well as serve 

as an export facility for overseas distribution. The industrial building, which is planned for construction on a 50-acre 

site, will include 20,000 square feet of office space. Opus Architects and Engineers designed the property to 

accommodate a future expansion of up to 1.2 million square feet. 

 

John Solberg, president and CEO of Opus Northwest, gave some specifics on the building's construction, saying that 

it would feature 32-foot ceilings, flow-through design and a loading area that could host up to 275 truck trailers. 

 

Don Kent and Clinton Gilbreath with CB Richard Ellis negotiated the transaction. "No existing facility had the 

desired combination of features and expansion capabilities required by Nissan," said Kent, who pointed out that the 

building would feature loading docks on all four sides. 

 

Nissan's North American headquarters is in Franklin, TN, about 15 miles south of Nashville. 

Local Closures & Layoffs 
 

Company Address 

Closure 

or 

Layoff  

No. 

Impacted 

Impact 

Date 

Durham School Services 5127 N. Heinz St., Baldwin Park, CA closure 267 7/31/2009 

Hilton Hotels Corp. 

9356, 9346 & 9350 Civic Center Drive, Beverly 

Hills, CA closure 300 7/27/2009 

S 

N 



Watch List 
 

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

 

12 
Cosmetic Laboratories of 

America 20245 Sunburst St., Chatsworth, CA layoff 165 8/19/2009 

Chambers Belt Co. 5445 Jillison St., Commerce, CA closure 92 7/31/2009 

Sargent Fletcher Inc. (dba 

Cobham) 9400 E. Flair Drive, El Monte, CA closure 14 7/30/2009 

Life Technologies 850 Lincoln Center Drive, Foster City, CA layoff 40 7/30/2009 

John B. Sanfilippo & Son Inc. 29241 W. Cottonwood Road, Gustine, CA layoff 77 7/30/2009 

Quicksilver Inc. 5600 Argosy Circle, Huntington Beach, CA closure 107 7/21/2009 

JPMorgan Chase Bank 

17875 &17877 Von Karman Ave. and 17872 

Gillette Ave., Irvine, CA layoff 24 7/31/2009 

WL Homes LLC (dba John 

Laing Homes) 19520 Jamboree Road, Suite 500, Irvine, CA closure 87 7/31/2009 

Laguna Hills Hotel Development 

Venture LP 25205 La Paz Road, Laguna Beach, CA closure 85 7/25/2009 

Angelica Textile Services Inc. 743 E. 59th St., Los Angeles, CA closure 172 8/15/2009 

Telezone LLC 5340 Alla Road, Los Angeles, CA closure 220 8/5/2009 

The J. Paul Getty Trust 

1200 Getty Center Drive, Suite 400, Los 

Angeles, CA layoff 94 7/20/2009 

El Nido Family Centers 

10200 Sepulveda Blvd., Suite 350, Mission 

Hills, CA layoff 107 7/31/2009 

Eloret Corp. (Nasa Ames 

Research Center) 

NASA Ames Research Center, Moffett Field, 

Moffett Field, CA layoff 64 7/31/2009 

Intuit Inc.  2632 Marine Way, Mountain View, CA layoff 166 8/3/2009 

Veolia Transportation Services 

Inc. 1151 Pearl St., Napa, CA closure 82 7/31/2009 

U.S. Bank 3501 Jamboree Blvd., Newport Beach, CA layoff 25 7/31/2009 

Durham School Services 850 92nd Ave., Suite 1, Oakland Airport, CA closure 137 7/31/2009 

Cardinal Health 200 Inc. 821 S. Rockefeller Ave., Ontario, CA closure 301 8/7/2009 

DNC Parks & Resorts (Asilomar 

Inc.) 800 Asilomar Blvd., Pacific Grove, CA closure 32 8/14/2009 

Roche Palo Alto LLC 3431 Hillview Ave., Palo Alto, CA layoff 64 8/1/2009 

LPS Property Tax Solutions 3100 New York Drive, Pasadena, CA layoff 103 8/1/2009 

Intuit Inc.  7535 Torrey Santa Fe Road, San Diego, CA layoff 29 8/3/2009 

Macy's West (Union Square 

Store) 

50 & 170 O'Farrell St. and 22 4Tth St., San 

Francisco, CA layoff 79 8/6/2009 

Servisair 

S. McDonnell and Link Road, San Francisco, 

CA layoff 115 8/10/2009 

Cadence Design Systems Inc. 2655 Seely Ave., San Jose, CA layoff 82 8/9/2009 

Integrated Device Technolgoy 

Inc. (Idt)  6024 Silver Valley Creek Road, San Jose, CA layoff 28 8/14/2009 

Lockheed Martin Corp. 

Information Systems 3100-3130 Zanker Road, San Jose, CA layoff 496 8/10/2009 

Momentum for Mental Health 438 N. White Road, San Jose, CA layoff 60 7/20/2009 

MV Transportation Inc.  

390 Buckley Road, Suite H, San Luis Obispo, 

CA closure 79 7/31/2009 

AT&T Co.  2600 Camino Ramon, San Ramon, CA layoff 34 7/20/2009 

Avail Medical Products -

Flextronics International Ltd.  1900 Carnegie Ave., Santa Ana, CA closure 179 7/31/2009 

Sierra Pacific Industries 14980 Camage Road, Sonora, CA closure 110 7/31/2009 

Stanford University Bldg. 170, 3rd Floor, Main Quad, Stanford, CA layoff 138 8/14/2009 

JPMorgan Chase Bank 400 E. Main St., Stockton, CA layoff 15 7/31/2009 

Advanced Education Services 225 S. Hope St., Ukiah, CA closure 14 7/31/2009 

Trinity Youth Services 915 Church St., Ukiah, CA closure 92 7/31/2009 

Sacramento Logistics LLC 3771 Channel Drive, West Sacramento, CA closure 336 8/10/2009 

Intuit Inc.  

21215 Burbank Blvd., Suite 100, Woodland 

Hills, CA layoff 14 8/3/2009 

InFocus 27500 SW Pkwy., Wilsonville, OR layoff 60 9/1/2009 

Fleetwood Homes 2655 Progress Way, Woodburn, OR layoff 89 8/31/2009 
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Johnson Outdoors Watercraft 2460 Salashan Loop, Ferndale, WA closure 90 12/31/2009 

Clopay Building Products 320 10th Ave., Baldwin, WI closure 21 8/31/2009 

Sendik's 7780 S. Lovers Lane, Franklin, WI 

closure 

due to 

sale 74 8/31/2009 

Briggs & Stratton 900 North Pkwy., Jefferson, WI closure unknown 12/31/2009 

Wick Building Systems 2301 E. Fourth St., Marshfield, WI layoff 37 9/8/2009 

DeCrane Aerospace 701 Maple St., Peshtigo, WI layoff 90 8/31/2009 

Zalk Josephs 400 Industrial Circle, Stoughton, WI 

possible 

layoff of 

25% of 

staff unknown Oct. 2009 

Briggs & Stratton N2047 State Road 26, Watertown, WI closure unknown 12/31/2009 

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. 

 

Property Address 

Property 

Type 

Ending 

Balance 

Maturity 

Date 

Note 

Rate 

Dobson Guadelupe Plaza 2023 51 W. Guadalupe Road, Mesa, AZ Retail $2,866,201 9/1/2009 8.38% 

Microsemi Corporate Bldg. 3101 W. Segerstrom Ave., Santa Ana, CA Industrial $1,804,191 10/1/2009 8.39% 

Spectrum Club-1000 Oaks 2400 Willow Lane, Thousand Oaks, CA Other $7,175,048 10/1/2009 8.95% 

Breckenridge Farms Shpng 799 Cheney Drive, Twin Falls, ID Retail $4,098,723 9/1/2009 7.88% 

1485-1495 Davis Road 1485- Davis Road, Elgin, IL Industrial $928,011 8/1/2009 8.40% 

Hampton Inn - O'Hare 3939 N. Mannheim Road, Schiller Park, IL Hotel $4,179,697 8/1/2009 7.50% 

Sea Crest Ocean Front 

Resort 350 Quaker Road, North Falmouth, MA Hotel $9,750,982 9/1/2009 8.48% 

Ocean Mist Resort 97 S. Shore Drive, South Yarmouth, MA Hotel $2,065,886 9/1/2009 8.48% 

Helix Property Ii  

3078 East Sunset Road, Bldg B, Las Vegas, 

NV Industrial $1,827,260 9/1/2009 8.00% 

Quail Park IV  2810 Charleston, Las Vegas, NV Office $9,727,711 8/1/2009 8.00% 

57-13,15/17 49th St 57-13 49th St., Maspeth, NY Industrial $1,983,769 9/1/2009 8.50% 

Lambda Building 515 Broad Hollow Road, Melville, NY Industrial $8,329,727 9/1/2009 8.42% 

Raymour & Flanigan-South 427 Street Road, Southampton, PA Retail $2,992,959 9/1/2009 8.63% 

Kingstown Plaza Shopping 6615-57 Post Road, North Kingstown, RI Retail $3,785,785 8/1/2009 8.05% 

Hardaway Office Building 615 Main St., Nashville, TN Office $2,534,072 9/1/2009 8.62% 

Granada Self Storage 201 W. Stassney Lane, Austin, TX 

Self 

Storage $1,522,712 8/1/2009 8.42% 

Augusta Office Building 1502 Augusta, Houston, TX Office $3,711,818 9/1/2009 8.38% 

2551 Tellabs Building 2551 Tellabs Drive, Round Rock, TX Industrial $5,552,456 9/1/2009 8.19% 

Office Depot-Newport News 11971 Jefferson Ave., Newport News, VA Retail $1,839,889 11/1/2009 8.50% 

Gateway Plaza 544-750 N. 3rd St., Laramie, WY Retail $5,522,959 9/1/2009 8.35% 
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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 

lease rollovers, tenant issues or vacancies. 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 offering. 

 

Property 

Property 

Type, Size CMBS Comment 

570 Polaris Parkway, 570 

Polaris Parkway, Westerville, 

OH 

Office, 

140,006 

Wach 

2004-C12 

Loan recently transferred to special servicing due to 

bankruptcy of the borrowing entity. 

Walgreens, 82 Elmore Road, 

Crossville, TN 

Retail, 

15,070 

Wach 

2004-C12 Collections in process. 

One Riverview Square, 333 

South Miami Ave.e, Miami, FL 

Office, 

147,917 

Wach 

2004-C12 

The loan was transferred special servicing due to loan 

maturity and the borrower has been unable to obtain 

financing. The special servicer and the borrower are 

working on a short-term extension while they continue to 

negotiate a potential workout of the loan. 

Carolina Crossing Apartments, 

702 Edwards Road, Greenville, 

SC 

Multifamily, 

156 

Wach 

2004-C10 

Occupancy at the property has decreased to 68.6%. The 

property has 9 down units and 40 vacant units. 

Bal Harbour Square, 1630-1860 

N. Federal Highway, Fort 

Lauderdale, FL 

Retail, 

138,594 

Wach 

2004-C10 

Imminent default due to the bankruptcy of Linens N Things 

and Circuit City. Negotiations for forbearance are in 

process. 

Manor Iv Apartments, 2600 Old Multifamily, Wach File was transferred to special servicing due to a maturity 


