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Corus Bank Closure Could Establish Bottom for Condominium Values 
With Billions of Failed Bank's CRE Assets Up for Bids by the Feds, Pricing Levels Could Be Established 

 
It's not like no one saw last weekend's federal closure of commercial real estate lender Corus Bank coming. The 
feds had turned down its request for a bailout when it was handing out hundreds of billions of dollars to almost 
every other bank in line. Even, the bank holding company's own auditors questioned its ability to keep going and 
surmised its takeover by federal regulators. 
 
Still, when The Office of the Comptroller of the Currency closed the $7 billion bank and appointed the Federal 
Deposit Insurance Corp. (FDIC) as receiver, the action set the commercial real estate industry abuzz about what 
it means for construction lending, particularly residential condominium development, and what will become of its 
loans and property. 
 
The Office of the Comptroller of the Currency acted after finding "that the bank had experienced substantial 
dissipation of assets and earnings due to unsafe and unsound practices." It also seems to indicate a turning 
point in federal efforts to restore soundness to recession ravaged banks. Up to this point, the vast majority of 
banks being closed have had mounting residential development loan problems. Corus Bank on the other hand 
established its reputation as a commercial real estate construction lender. 
 
 
"We knew this day would unfortunately come for Corus," said Brian Krueger, senior vice president - developer 
and investment services for Coldwell Banker Premier Realty in Las Vegas, NV. "I was the broker of record on 
one of their projects from 2005-2007. I cannot speak to Corus' overall strategy but at the time, it made sense to 
lenders, developers and ultimately buyers/investors. Unfortunately, most of the projects they had are in the 
markets hit hardest by the recession, Florida, Nevada and California." 
 
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 had reported losses totaling $1.23 billion. 

MARK HESCHMEYER, EDITOR WWW.COSTAR.COM SEPT. 17, 2009 



 

THE WATCH LIST NEWSLETTER 2 

 

As of June 30, it had more than $3 billion in nonperforming loans and foreclosed properties on its books. That 
plus another $3 billion in assets is now in the hands of the FDIC. 
 
"Based on how the FDIC will unwind these [assets] per the memo (private placement transaction within 30 days), 
they may already have a buyer in the wings," Krueger continued. "We believe there is a market for their assets 
for financially sound investment groups that have patient money. When they can acquire the asset for the right 
price, they can maintain the operations of the building and they most likely will work to rent out the remaining 
units until the market gains significant strength, thus warranting a conversion back to condominiums." 
 
Joe Galli, executive vice president for The Bernstein Cos. in Washington, DC, agreed. "There is a great market 
for the assets," he said. "The FDIC should take a major portion of them and put them directly on market to 
buyers and forgot the step of selling them to a big fund. Get the assets out to operators who can quickly give 
them life." 
 
Barry R. Gosnell, president of The Gosnell Cos., a Vienna, VA-based multifamily and hospitality 
developer/investor ï also areas that Corus Bank specialized in financing, said the closure of Corus Bank marks 
the beginning of the turnaround for the condominium market. 
 
"I think that the issues with Corus are more indicative of the 'end of the end,' rather than the 'beginning of the 
end,'" Gosnell said. "Condos are largely through the cycle, as they were the first to go into the cycle. This 
depends on submarket, of course, and varies from area to area. In the Washington [DC] area, it is fairly accurate 
and the numbers of condos available, the supply, is moving into balance with demand. Some have converted to 
rental, to take them off the market, but generally there has been absorption." 
 
"Other areas are not so pretty, like in Vegas," Gosnell continued. "I think it will be difficult to finance a condo 
project for a while, but that we are approaching a good beginning for that market segment to recover. Is there a 
market for the Corus assets -- absolutely. It depends on what the FDIC does with them -- shuttle to another bank, 
hold onto, forgive debt, auction, etc., but there is certainly a ready market. Price will depend on the location of 
the underlying assets." 
 
Indeed, interest in Corus Bank's assets appears to be lively. At the time of the bank closure, MB Financial Bank 
in Chicago acquired the deposits and 11 branches of Corus Bank but did not acquire its commercial real estate 
loans or loans and other real estate owned related to Corus' construction lending business, which are now all 
with the FDIC. 
 
The FDIC is auctioning off those assets and has reportedly set a deadline of Sept. 22 to bid on them. Real estate 
developer Stephen Ross' Related Cos. and Lubert-Adler Partners, are said to be among potential bidders, as are 
private equity firm Lone Star Funds, real estate investment firm Colony Capital LLC, and Barry Sternlicht's 
Starwood Capital Group. 
 
There is already word of one sale. South Florida-based Hyperion Development Group, last week acquired the 
construction loan held by Corus Bank for Onyx on The Bay, a 118-unit condominium on Biscayne Bay in Miami. 
The Onyx note purchase marks Hyperion's first such acquisition. However, the unknown is what price 
speculators willing to pay. Hyperion did not disclose what it paid. 
 
"At this point, it is more a question of whether the FDIC and the private equity firms can agree on a reasonable 
discount," said Brent Stuhley, a principal and vice president of finance White Cap Real Estate LLC in Madison, 
WI. "Corus had a very high concentration of construction and development loans which was quite different from 
banks in its peer group. More importantly, a large percentage of these loans were in South Florida, far away from 
Corus' core market near its home office in Chicago. The fact that Corus had nearly 50% of their loan portfolio 
classified as 'non-performing' seems to suggest there was a major breakdown in their risk management policy." 
 
"There is definitely a market for the Corus assets at a price," said Michael McGoey, president of Stonehouse 
Capital Inc. in New York, and he should know because he has tried in the past to buy some of Corus' assets. 
 
"I made several attempts to purchase selected South Florida high rise condo projects on behalf of my clients, 
loans for projects that were both completed and still under construction.But the bid/ask spread was too great and 
Corus was unwilling to sell at a market clearing level," McGoey said. "I believe their assumption, now proven 
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correct, was that sales at market levels would simply underline the fact that the bank's capital base was 
inadequate and might hasten the bank's takeover." 
 
"Corus Bank's problem illustrates a general problem in the distressed loan marketplace," McGoey added. "From 
a banker's perspective, why sell loans that will drive me into bankruptcy when I can hang onto my job and wait 
for better days or hope that I will be eligible for a government bail-out?" 
 
"What is more frightening," McGoey said, "was that Corus was doubling down on its condo finance bet in early 
2008, putting out by my recollection over $1 billion in commitments in the first quarter of that year. At that time, 
despite all evidence to the contrary, Corus was offering to talk about selling loans only in the range of par. As 
with most of the other large real estate lenders, the regulators were asleep at the switch, took far too long to 
address Corus's issues, and the taxpayers will pony up the difference between par and auction market price. 
There is a price for busted condo deals in South Florida (and Vegas and Southern California), and thanks to the 
FDIC, we will now get to find out that number." 
 
The following are additional comments and perspectives from within the industry. 

Smart Investors Have Picked Thru The Best 

Banks are starting to show interest again for projects supported by "A" developers that are well capitalized, 50% 
loan to cost, and that have been purchased at low enough per square foot prices to withstand stress testing at 
per square foot rentals at 10 to 20% below current market. Corus operated under the same lending standards as 
most other financial institutions and could be considered more conservative than the investment banks that 
backed projects at 85, 90 and some cases 100% of costs. Corus' substantial losses as compared to other banks 
are based primarily on their lack of diversification of loan types and their high concentration of risky construction 
lending. Well capitalized investors understand that the steepest discounts are going to be on unfinished 
development opportunities. Smart investors have picked through the Miami developments and are searching for 
opportunities in New York at present. California, Las Vegas and Arizona will be the hardest sell. 

Scott Nunnally, President, Inter Capital Resources, New York City, NY 

Housing Meltdown Destroyed Corus 

I believe condo lending has been almost nonexistent for the last year. However there are a few lenders that will 
lend, but the only loans being made are for 50% of the appraised value. Of course the current appraised values 
are running about 50% to 60% below 2006-2007 pricing. I believe that Corus was doing what many lenders were 
doing and simply got caught up in the whole housing melt up and then the housing melt down destroyed their 
business and their asset value plummeted. It will take at least another three years to work off the current condo 
inventory. Speaking from what I am seeing here in Las Vegas the value of the assets that Corus is holding do 
have worth but the "vulture" buyers we see here are only paying 20% to 30% of the current selling prices of the 
condos. 

Phil Zobrist, President, Valley Property Management, Las Vegas, NV 

Bad For A Long Time 

Corus has bad practices for a long time. Some of the conversions I have seen prior to rehab were questionable 
to say the least and overzealous. This market has been down turning since 2005, yet the bank continued to hand 
out loans. I feel at this point in time, there is no market for these properties. The Chicagoland area is booming 
with auctions and foreclosures. It will be more blight on the community. Yes, it could be the end of financing 
these conversions, as there is no market for the other many foreclosed and auctioned properties. When you lose 
a major player in the market it only will only get worse. 

Nancy Barker, Russ Gwaltney Real Estate, Chicago 

Problem Will Take Years To Work Out 

If condos were still a less expensive alternative housing in the long run, then there will be more money going 
forward. In the past few years, condos have become so expensive, well é that has caused all sorts of problems 
and part of the reason we are where we are today. The loan asset is worth less than the market value of the real 
estate. Every property will have to be assessed on its own merits but with a vast over-supply of homes and 
condos, the condos will have to be valued as "for rent" apartments with long-term upside value, if any, the 
exclusive reward of the investor for taking on the risk. This dilutes the apartment market and rents will find a new 
equilibrium. Appraisers will have to really think hard to estimate rents for these "better than average" units, or will 
need to adjust vacancies or cap rates up to account for risk. The problem will take years to work out. 
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Joel Jorgensen, President, First Real Estate Consulting Inc., Portland OR 

Will Increase Scrutiny 

With 60-70 % of Corus' assets nonperforming, they were already out of the condo lending business. This will 
increase scrutiny from other lenders in the condo market, especially in South Florida. As far as a market for their 
assets; At some price there is. FDIC and eventually we taxpayers will cover the negative spread. 

Tim House, Managing Director, Sperry Van Ness | Team Southwest, Albuquerque, NM 

Trends Still Favor Condos 

With the demographic trend toward urban living and Transit Oriented Development to increase density in most 
major metropolitan statistical areas and primary markets, I believe we will continue to see strong growth in the 
condominium conversion and development segment. 

Gary N. Hunter, Managing Member, Capital Financial LLC, Browns Point, WA 
 
Condo lending will come back when condo construction/conversion again becomes feasible, as it should. It will 
start with very conservative underwriting, but will again become part of the lending mix. Corus was big, but lots of 
local/regional lenders made up a very big part of this market and those that survive will ultimately return. 

Ken Barnes, MAI, CRE, McKee & Schalka, Seattle, WA 

Waiting For A New Comfort Level 

In the short-term we don't predict any money flowing in for new condominium projects. Once notice of defaults 
and new foreclosures show a consistent declining trend, along with growth in employment, developers will begin 
to feel more comfortable about moving forward with projects that have been mothballed or new acquisitions. With 
the lack of developable land in Las Vegas, higher density projects will be in vogue once the cycle turns. These 
projects will be developed with a higher degree of focus on the fundamentals (understanding who the target 
markets are, size of project, phasing, unit mix, floor plan design, amenity package, HOA dues and more). In my 
opinion, Las Vegas is a city that will experience a shift in housing choices over the next decade as certain 
demographics will be lured by being closer to employment centers, entertainment, etc. I saw this evolve when I 
was in Seattle developing condo projects in the 1990s. 
Brian Krueger, Senior Vice President - Developer and Investment Services, Coldwell Banker Premier Realty, Las 

Vegas, NV. 

New Demands From Lenders 

In time, once current condo inventory has been adequately absorbed, banks will fund condominium 
developments again. However, those deals will have much higher pre-sale requirements and the developers will 
need to have "skin in the game." 

Brent Stuhley, Principal and Vice President Of Finance, White Cap Real Estate LLC, Madison, WI 

Never An End To Good Deals 

It is never the end of money for good projects with strong pre-sales from strong sponsors in good markets, but 
for now there are so few projects that meet any of those criteria it is safe to say, for now - no money is available 
for condo construction or conversions. Again bankers, like the rest of the human race, tend to want to keep their 
jobs until better ones appear. Who wants to be the brave soul to suggest a large loan commitment to his or her 
credit committee on a new condo in this market? Sounds like a CLM (career limiting maneuver) to me. 

Michael McGoey, President, Stonehouse Capital Inc., New York. 
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ADVERTISEMENT 

 

Continued Success in Capital Markets Puts REITs in a Better Light 
Increasing access to and raising of new capital is improving the outlook for U.S. equity REITs, according to Fitch 
Ratings. 
 
Given the demonstrated ability by many REITs to raise common equity through follow-on offerings coupled with 
unsecured bond issuance activity, Fitch's said it may up its outlook from negative to stable in the future. 
 
REITs have raised $6.7 billion in unsecured bond issuances year-to-date, with most of that taking place since 
June 30. In addition, REITs have raised $14.4 billion year-to-date in follow on common stock offerings. 
 
"The market's acceptance of these transactions has enabled REITs to reduce leverage, as well as strengthen 
liquidity," said Steven Marks, managing director and U.S. REIT Group head. "However, REITs may be reluctant 
to continue such issuance due to the impact of further dilution to the extent such offerings are more defensive or 
liquidity-enhancing, as opposed to acquisition-driven, which is a concern." 
 
REITs also continue to demonstrate access to the mortgage financing market. While most REITs are refinancing 
mortgages on more onerous terms, secured lenders' asset and sponsor selectivity has favored publicly traded 
REITs' portfolios. 
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"REITs are not immune from recent headline risk regarding ongoing commercial real estate fundamental 
challenges," Marks said. "However, REITs are set apart from other commercial property owners from a 
contingent liquidity standpoint." 
 
Fitch said it remains concerned about the limited activity in the CMBS market, which affects market psychology 
toward all commercial real estate, but REITs' access to capital and liquidity coverage metrics, although still weak 
relative to pre-recession levels, is encouraging. 
 
For the rest of year right now, though, Fitch continues to maintain a negative outlook on REITs because of the 
following. 
 
Å The challenged U.S. economy. 
Å Still constrained real estate debt capital markets. 
Å Expectations of continued deteriorating property operating fundamentals across the four major property 

sectors. And 
Å Ongoing uncertainty surrounding commercial real estate property values. 
 
The outlook for multifamily REITs continues to be stable, primarily due to expectations of apartment REITs' 
continued access to mortgage capital, the proceeds of which would be used to repay maturing debt and improve 
debt maturity profiles and liquidity. The multifamily sector continues to have the added advantage of access to 
affordable mortgage capital from Fannie Mae and Freddie Mac, as GSEs continue to be a viable option. Despite 
the stable outlook, Fitch views this sector with increased caution, as multifamily REITs continue to be challenged 
by increased utilization of secured debt and declining property fundamentals caused by increasing 
unemployment and the weak economy. 
 
The outlook for office REITs continues to be negative. There have been some signs of stabilization in the U.S. 
economy during the past few months, but the unemployment picture continues to be bleak. Fitch expects 
unemployment to reach double digits this year and continue rising well into 2010. 
 
The outlook for industrial REITs continues to be negative. Decreased demand and a recessionary economy will 
continue to place downward pressure on operating fundamentals within the sector. The pullback in global trade 
and a slow asset sales market are negatively affecting fundamentals and deleveraging strategies. 
 
The outlook for retail REITs in 2009 also continues to be negative. Fitch expects that U.S. retail sales growth 
(excluding the automotive sector) will continue to be negative in 2009. With consumer confidence at a historical 
low, the U.S. consumer is responding to the weak environment by deleveraging and increasing personal savings. 
The U.S. consumer's cash flow, wealth, and capacity to borrow continue to be challenged, causing consumers to 
become more price sensitive and approach purchases with a sharp focus on value, which strains all retailers, 
particularly those in the discretionary category. Occupancy levels and property cash flows will remain under 
pressure as retail REITs struggle with store closures, tenant credit issues, and weak leasing activity.. 

Cousins Takes $39 Million Hit on Terminus 200 
Cousins Properties Inc. intends to recognize an impairment charge of $39 million in the third quarter of 2009 
related its 50% joint venture interest in Terminus 200, a 565,000-square-foot office tower in the Buckhead 
submarket of Atlanta, GA. Prudential Real Estate Investors is the other joint venture partner. 
 
The impairment charge does not impact Cousins' ownership interest in the venture, and the company continues 
as property manager and leasing agent. 
 
Completed last month, the joint venture owners executed a 50,000-square-foot lease for the property and is in 
ongoing negotiations with several potential tenants, but no additional leases have been executed. 
 
Based on the company's current expectations of the amount and timing of cash flows from Terminus 200 and 
other considerations, the company has determined that the estimated fair value of the investment is lower than 
the book value. The impairment charge includes the company's full investment in the venture (approximately $21 
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million as of June 30, 2009), a $17.25 million loan repayment guarantee under the project construction loan, and 
obligations under the existing lease. 
 
The Cousins-Prudential joint venture secured a $138 million construction loan placed with a syndicate of lenders. 
Wells Fargo served as administrative agent, Regions Bank served as syndication agent, and PNC Bank, Bank of 
North Georgia and Atlantic Capital Bank joined as additional participants. 

 

ADVERTISEMENT 

 

UCBH Hit with Cease & Desist; Board Clears Out Executives 
UCBH Holdings Inc., the holding company of United Commercial Bank in San Francisco, entered into a cease 
and desist agreement with the Federal Deposit Insurance Corp. (FDIC) and the California Department of 
Financial Institutions. The order formally outlines specific steps the bank must undertake to strengthen its 
policies and procedures and enhance the soundness of the bank. 
 
The agreement requires that the bank perform an assessment of management and address weaknesses in 
management policies and practices, board supervision, adequacy of capital, loan valuation reserves, loan 
quality, lending and collections practices, operational issues, liquidity and compliance. 
 
Under the agreement, the bank will also submit a written three-year strategic plan and profitability plan to the 
FDIC and the DFI, notify both agencies in advance of any director and management changes, and obtain prior 
written consent of both agencies before opening new branches. The agreement also requires the company to 
obtain prior approval from its regulators before paying dividends to shareholders. 
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Separately, a subcommittee of UCBH's board completed an investigation regarding the recognition of impairment 
losses on its nonperforming loans and other real estate owned (OREO) assets. The subcommittee's report 
identified problems resulting both from weaknesses in the bank's internal controls and from deliberate and 
improper actions and omissions of certain unidentified bank officers. The report concluded that those problems 
were driven by an apparent desire to downplay deteriorating financial conditions by delaying or abating risk 
rating downgrades and minimizing the bank's overall loan loss allowance. 
 
The report raised serious concerns regarding the actions of a number of current and former officers at various 
levels of the bank's management. UCBH said it was addressing the concerns expressed by the subcommittee 
through additional training, reprimands, re-assignments and, in some instances, termination of employment. 
Among the casualties were Thomas S. Wu, who resigned as president and CEO, and Ebrahim Shabudin its chief 
operating officer and former chief credit officer. 
 
United Commercial Bank with $12.8 billion in assets posted nonperforming assets as of June 30 of $840 million 
with another $37 million in real estate owned assets. Of the total amount of nonperforming assets, about 24% 
($206 million) were related to commercial income producing properties. UCBH said it expects to sell 
approximately $101 million of nonperfoming and other assets this quarter. 
 
UCBH has engaged a financial advisor to develop a comprehensive capital plan for a variety of scenarios, and 
has begun executing a multi-step strategy to significantly increase its tangible common equity levels, including a 
review of all capital raising and strategic alternatives to maximize shareholder value. 
 
"UCBH has a strong franchise, and we are working intensely to address our operating challenges and further 
strengthen our management team in this difficult economic environment," said acting president and CEO Doreen 
Woo Ho. "Together with our regulators - the FDIC, DFI and the Federal Reserve - we are moving forward to put 
the bank in a solid position for the future, while we continue to provide our customers in the U.S. and China with 
our high standards of service and our full range of lending, commercial banking and retail banking products and 
services. As we do this, we are also pursuing a full range of strategic alternatives to strengthen our capital 
foundation and to maximize shareholder value." 

A South Carolina Bank Is Finding Opportunities along the West Coast 
First Citizens Bank, the primary subsidiary of Raleigh, NC-based First Citizens BancShares, has acquired the 
banking operations of Venture Bank in Lacey, WA. First Citizens Bank has entered into an agreement with the 
FDIC to purchase substantially all of Venture Bank's assets and assume the majority of its liabilities. The FDIC 
serves as receiver of Venture Bank. 
 
The agreement marks First Citizens' second participation in an FDIC transaction in the last eight weeks. In July, 
First Citizens acquired Temecula Valley Bank of Temecula, CA, and its 11 branches. 
 
Venture Bank had 18 full-service branches along the Interstates 405 and 5 corridors in Washington's Puget 
Sound area including Redmond, Tacoma and Olympia. The purchase complements BancShares' existing 
franchise by connecting offices operated by the company's IronStone Bank subsidiary in Seattle and Portland, 
OR. 
 
First Citizens Bank was selected to complete the transaction through a competitive bidding process. As of June 
30, Venture Bank reported total assets of $968.4 million, loans of $683.4 million and total deposits of $917.7 
million. Under the terms of the agreement, First Citizens Bank has the option to purchase any owned bank 
premises valued at $32.3 million or to assume the leases on any or all of the banking offices. 
 
The loans and other real estate owned by Venture Bank purchased by First Citizens are covered by a loss share 
agreement between the FDIC and First Citizens which provides protection against losses to First Citizens Bank. 
 
As of June 30, Venture Bank reported $1.2 billion in nonperforming loans and foreclosed properties, with less 
than 10% being commercial real estate-related. 
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Kennedy-Wilson To Go Public Trough a Back Door; 

Pick Up $248 Million in Spendable Cash 
Kennedy-Wilson Inc., a Beverly Hills, CA-based real estate investment and services, signed a definitive 
agreement to combine with Prospect Acquisition Corp., with Kennedy-Wilson being the surviving entity. 
 
Prospect Acquisition is a publicly traded "blank check" with $248 million of cash that will now stock Kennedy-
Wilson's coffers and enable it to pursue distressed real estate acquisition opportunities and to fund the growth of 
its auction and property management businesses, William J. McMorrow, Kennedy Wilson chairman and CEO, 
said. 
 
The money adds to Kennedy Wilson bank account, which last year raised approximately $83 million of capital 
through convertible equity and debt securities issued to investors including the Guardian Life Insurance 
Company of America, the Royce Funds, affiliates of the LeFrak Organization and Elkhorn Partners. 
 
"This merger will allow us to significantly enhance our resources, capabilities and momentum in the real estate 
investment management space," McMorrow said. "Within our core markets, significant opportunities are 
emerging, particularly in the residential, multifamily and office sectors, which we expect to take advantage of with 
the consummation of this transaction." 
 
"Given the dislocation in the financial markets, those investors with sufficient equity capital and investment 
prowess will emerge as the successful real estate companies of the future" said McMorrow. "I believe that now is 
the time to begin taking advantage of some of the best real estate buying opportunities that I have seen in my 
lifetime." 
 
The transaction is subject to approval from shareholders of both companies. 

AllianceBernstein Setting Up Direct Real Estate Investment Unit 
AllianceBernstein, a New York-based investment management firm, is entering the direct real estate investment 
market focusing on distressed opportunities globally. 
 
The unit will be led by two industry veterans with a combined 40 years of experience. Brahm Cramer, previously 
co-head of the Goldman Sachs Group Inc.'s real estate principal investment area, a group responsible for 
investing more than $24 billion in 35 countries since its inception in 1991, will join AllianceBernstein in the first 
quarter of 2010. Jay Nydick will join AllianceBernstein after serving as president of iStar Financial, a commercial 
real estate company, since 2004. 
 
AllianceBernstein expects to have an opportunistic, US-focused real estate fund for its high-net-worth and 
institutional clients by mid 2010, followed by both core and global offerings. These real-estate services will 
complement the firm's research and investment platforms in fixed-income and growth and value equities. 

Ramco-Gershenson Going It Alone in Addressing Liquidity Needs 
Ramco-Gershenson Properties Trust, after reviewing strategic and financial alternatives, has decided to continue 
as a stand-alone business. Its business plan includes: 
 
Å Deleveraging its balance sheet, 
Å Extending debt maturities, 
Å Curtailing development activities, 
Å Pursuing sales of non-strategic assets, and 
Å Seeking out joint ventures. 
 
In addition, Ramco-Gershenson said it secured a new $250 million credit facility lead b y KeyBank, and with 
eight participant banks, Bank of America, Comerica Bank, Deutsche bank Trust Company Americas, Eurohypo 
AG, New York Branch, Fifth Third Bank, Huntington National Bank, JP Morgan Chase Bank and PNC Bank). 
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The new secured credit facility is anticipated to include a $150 million revolving credit facility expiring Dec. 31, 
2012 and a $100 million term loan expiring June 30, 2011. The term loan is expected to require amortization 
payments of $33 million each on Dec. 31, 2009 and Sept. 30, 2010, and a final payment of $34 million due on 
June 30, 2011. The new facility is expected to be secured by a significant number of properties, with available 
amounts under such credit facility initially linked to 65% of the properties' appraised value. 
 
Ramco-Gershenson has also received a commitment to amend its secured revolving credit facility for The Town 
Center at Aquia. The new secured credit facility is anticipated to close in the fourth quarter of 2009. Availability 
under the Aquia facility is anticipated to be $20 million, reflecting a $20 million repayment under the existing 
facility, with quarterly reductions in availability in 2010. The Aquia facility will mature Dec. 31, 2010, with two 12-
month extension options. 
 
Lastly, Ramco-Gershenson said proceeds from its current common share offering could be used to reduce 
outstanding borrowing under its unsecured revolving credit facility. 
 
Ramco-Gershenson just recently completed the sale of three NNN-leased assets (two Wal-Marts and a Home 
Depot) for $27.4 million. (Sasha M. Pardy contributed to this story) 

Capital Raisings, Property Financings 
Glimcher Realty Trust in Columbus, OH, has received a term sheet from its lead arrangers, KeyBanc Capital 
Markets Inc. and Banc of American Securities, for the modification and extension of its current $470 million 
unsecured credit facility. The deal will take maturity through December of 2011. The initial facility stays at $470 
million but includes periodic reductions in commitment amounts. The minimum fixed charges were reduced from 
1.5 to 1.35, with a further reduction to 1.3 if the company completes $150 million in asset sales and permanently 
reduces capacity under the Credit Facility to $350 million. Asset sales are already underway; Glimcher has 
contracted to sell its Lloyd Center property, a fully enclosed regional mall in Portland, OR, to Merlone Geier 
Partners IX LP for $192 million, which would include assumption of the $127.5 million mortgage loan currently in 
place on the property. The transaction is expected to generate net proceeds of approximately $60 million to the 
company after considering debt assumption and typical closing costs. These proceeds could be used to reduce 
the credit facility. 
 
American Campus Communities Inc. closed a $125 million secured revolving credit facility with PNC ARCS 
LLC, on behalf of Freddie Mac. Initially secured by eight properties, the credit facility has a five-year term and 
bears interest at LIBOR plus a spread that varies based on the debt service coverage ratio of the collateral pool. 
American Campus intends to use the proceeds for working capital needs and to fund future acquisitions and 
property development. 
 
Kimco Realty Corp. closed a $108 million loan for a portfolio of retail properties with Prudential Mortgage 
Capital Co. The portfolio consists of seven grocery-anchored retail centers and one non-grocery-anchored 
community center in Florida, New Hampshire, New Jersey, North Carolina, Pennsylvania and Texas. 
Constructed between 1967 and 2002, the properties total more than 1.5 million square feet. Tom Goodsite, a 
principal in Prudential Mortgage Capital's Atlanta office, arranged the seven-year fixed-rate loan. (By: Sasha M. 
Pardy) 
 
An affiliate of McKnight Development Corp., owned by the Pittsburgh-based Rudolph Family, purchased 
Cranberry Woods Office Park, a four-building office complex in northern Pittsburgh, PA, for $89.5 million. HFF 
executive managing directors Gerard Sansosti and John Pelusi and managing director Nick Matt led the 
investment sales team exclusively on behalf of the seller, Kennedy Associates Real Estate Counsel, on behalf of 
the Multi-Employer Property Trust. In addition, HFF worked on behalf of the buyer to arrange the $48 million first 
mortgage through a co-lending relationship between First Commonwealth Bank and First Merit Bank. The loan 
was structured as a five-year, 6.35% fixed-rate financing. A mezzanine loan provided by the seller was also part 
of the transaction. 
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Walton Street Capital received a $65 million senior mortgage loan secured by Westin Galleria and Westin 
Oaks, two hotels in Houston, TX, totaling 893 rooms and 93,103 square feet of meeting space. Dividend Capital 
Total Realty Trust Inc. originated the loan, which will earn it an estimated effective yield of 11.2%. 
 
DiamondRock Hospitality Co. refinanced the debt secured by a mortgage on its Courtyard Manhattan/Midtown 
East hotel with $43 million of secured debt maturing Oct. 1, 2014. The existing $40.5 million of debt was 
scheduled to mature in December 2009. The new debt was issued by Massachusetts Mutual Life Insurance Co. 
and bears interest at a fixed interest rate of 8.81%. The principal of the debt will amortize using a 30-year 
amortization schedule that will result in the payment of approximately $41.5 million coming due at the loan's 
maturity. Cushman & Wakefield Sonnenblick Goldman's Global Hospitality Group served as the exclusive 
advisor to DiamondRock. Separately, DiamondRock raised gross proceeds of $57.3 million through the sale of 
8.1 million shares of common stock in the third quarter. DiamondRock owns 20 hotels with approximately 9,600 
guestrooms. 
 
Affiliates of Cole Credit Property Trust III received a mortgage loan from Jackson National Life Insurance Co. 
of $30 million. The loan is collateralized by eight single-tenant commercial properties that Cole purchased for a 
combined $58.1 million. The loan bears interest at a fixed rate of 6.38% per annum and interest-only payments 
are due monthly; the maturity date is Sept. 1, 2013. In a separate deal, other affiliates of Cole Credit Property 
received a loan from Wells Fargo, collateralized by 15 single-tenant commercial properties in Georgia, North 
Carolina, South Carolina, Texas and Virginia leased to Cracker Barrel Old Country Store Inc. The aggregate 
purchase price of the eateries was approximately $45.2 million. The loans, which are cross-defaulted and cross-
collateralized with one another, bear interest at a variable rate of one month LIBOR plus 375 basis points per 
annum and all mature on Aug. 29, 2012. 
 
Pacific Office Properties Trust Inc. closed on a new $10 million revolving credit facility with First Hawaiian 
Bank, a subsidiary of BNP Paribas. The facility matures Sept. 2, 2011, and proceeds will be used for working 
capital and general corporate purposes, including capital expenditures and the issuance of commercial and 
standby letters of credit. Amounts borrowed under the facility will bear interest at 1 percentage point per annum 
over the annual percentage yield paid by First Hawaiian Bank on time certificates of deposit. 
 
Blue Ridge Real Estate Co. has mortgaged a Walgreen store in White Bear Lake, MN, for $4.34 million. Wells 
Fargo Bank Northwest is the lender. The interest rate will be 6.9% per year computed on the basis of a 360-day 
year of 12 30-day months; the loan matures in August 2031. About $4 million of the proceeds were used to pay 
off an existing promissory note outstanding with State Farm Bank. The remaining proceeds of the note will be 
used to pay down other debt. Also, Blue Ridge mortgaged a Walgreen store in Dover Township, NJ, for $4.04 
million. Wells Fargo Bank Northwest was also the lender. The interest rate will be 6.9% per year computed on 
the basis of a 360-day year of 12 30-day months; the loan matures in August 2031. About $3 million of the 
proceeds were used to pay off an existing promissory note outstanding with State Farm Bank. The remaining 
proceeds of the note will be used to pay down other Company debt. 
 
Conti Organization acquired its first multifamily property in Houston, TX, by purchasing a non-performing loan 
on the 266-unit Lenox Court Apartments. CONTI acquired the note for less than $3.45 million, foreclosing Sept. 
1. The seller was a national insurance company. Conti plans to invest more than $1.4 million into the newly 
renamed Villa Adora Apartments. 

Ameren Gets Ready to Pull the Plug 
By: Andrew Deichler 
Ameren Corp., the St. Louis-based energy conglomerate, is offering a severance package to 3.5% of its 9,870-
person staff. In an effort to reduce operations and maintenance expenses, Ameren has presented 350 of its 
management employees - namely those that are 58 or older as of the end of the year - with a voluntary 
separation offer. The offer consists of two weeks pay for each full year of service, with a 13-week minimum and 
52-week maximum. Additionally, employees would also receive outplacement/financial planning assistance and 
other benefits. 
 
Ineligible are senior executive officers and about 60 other workers, who have been excluded from the offer 
completely. Ameren feels that it must retain these employees due to "operational needs." 
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The announcement follows Ameren's announcement earlier this year that it would be eliminating about 140 
positions at Ameren Energy Resources Co., the company's merchant generation branch. 
 
Ameren President and CEO Thomas R. Voss stressed that rising costs, as well as lower demand for energy, led 
the company to this decision. He added that "a targeted involuntary separation process will follow this offer." 
 
Employees have until Oct. 22 to decide and those that accept are to leave the company by November 1. If all 
eligible workers accept the offer, Ameren expects to its 2009 earnings to be reduced by about $30 million. 

Monsanto Doubles Job Cuts 
By: Andrew Deichler 
St. Louis-based Monsanto, one of the world's largest agricultural companies, plans to slash 8% of its total staff - 
a hefty amount of job cuts that is twice what the company projected in June. The cuts could come to about 1,800 
members of its 21,700-person workforce. 
 
Monsanto is increasing its restructuring reserve to about $550 million to $600 million, which it expects could 
reduce future costs by $220 million to $250 million during the next two years. 
 
In June, Monsanto reported a net income of $694 million for the third quarter of fiscal 2009 - a 14% drop from 
last year. In response, the company opted to realign its operations, announcing 900 job cuts company-wide, as 
well as forming a separate division for its herbicide business. Now, less than three months later, the job cuts 
have doubled. Additionally, Monsanto said in a statement that it expects that the gross profit for its herbicide 
branch will be lower than expected. 

Retail Downsizings: Samsonite Closing About Half U.S. Retail Stores 
By: Sasha M. Pardy 
The world's largest luggage company, Samsonite, put its U.S. retail division into bankruptcy on Sept. 2, 2009. 
"The recession caused a severe decline in consumers purchasing travel-related goods and the company has 
responded to this critical situation with a substantial restructuring program," said Kyle Gendreau, the treasurer of 
Samsonite Company Stores and CFO of Samsonite Corp. 
 
As part of this pre-packaged reorganization plan, Samsonite said it would close up to 84 of its 173 U.S. stores, 
which are across 38 states. Most of the closings will occur at U.S. malls, as the company intends to focus its U.S. 
retailing strategy almost solely on its better-performing outlet store division. 
 
Retail liquidation firm, Hilco Merchant Resources, is expecting to receive bankruptcy court approval to manage 
the store closing process and dispose of Samsonite's leases related to the closures. If all goes as planned, the 
store closing process will terminate on Nov. 30, 2009. 
 
In 2007, a private equity firm, CVC Capital Partners, bought out Samsonite for $1.7 billion. Under this new 
ownership, Samsonite's full price store footprint expanded. The company plans to emerge from bankruptcy within 
45 to 90 days. 
 
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. 
Follow this link to read the current column. 

mailto:spardy@costar.com
http://www.costar.com/news/Article.aspx?id=5D78D23BA106748A0E20FCC49A18B4A7
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Local Closures & Layoffs 
Pacific Sunwear of California expects to close a total of 40 stores during 2009 -- it closed 16 of them during the 
first half of this year. As of Aug. 1, PacSun leased and operated 916 U.S. stores, totaling 3.54 million square 
feet; which translates into an average store size of 3,860 square feet. The company's stores are primarily within 
regional malls. (By: Sasha M. Pardy) 
 
Sacino & Sons, filed bankruptcy on Aug. 28, 2009. The St. Petersburg, FL-based family-owned men's formal 
attire retailer and rental facility, also known as Sacino's Formalwear, operated 26 stores throughout Florida at its 
peak in 2004. Shortly before filing bankruptcy, the company closed four stores, leaving it with 15 stores in the 
Tampa, Orlando and Tallahassee areas -- employing a total of 130 people. The retailer expects to close three 
more stores during this bankruptcy process. According to CoStar Tenant, Sacino's typical store is in a regional 
mall and 1,000 to 1,200 square feet. (By: Sasha M. Pardy) 
 
Sears Holdings Corp. has decided to close an additional 28 underperforming stores (22 Kmart, six Sears) 
during the second half of this year. The company expects to record a total of $38 million in charges related to 
these closures. Sears closed 28 stores during the first half of 2009, which included at least 13 Kmart and 11 
Sears stores. The retailer recorded $78 million in charges related to these closures. The company has not 
released store closure lists. (By: Sasha M. Pardy). 
 

Company Location 

Layoff 
or 
Closure # Impacted 

Impact 
Date 

Dixie Pellets 1256 County Road 78, Selma, AL closure 75 9/1/2009 

Hooker Furniture Carson, CA closure unknown 10/1/2009 

TTM Technologies 8636 Aviation Blvd., Inglewood, CA closure 167 11/3/2009 

Harris Stratex Networks 120 Rose Orchard Way, San Jose, CA vacated unknown immediately 

TTM Technologies 30000 Eigenbrodt Way, Union City, CA closure 168 11/3/2009 

Boehringer Ingelheim 900 Ridgebury Road, Ridgefield, CT layoff 9 10/31/2009 

Dillard's Inc. 303 US 31 Blvd W, Bradenton, FL unknown 43 11/3/2009 

Millenium Specialty 
Chemicals 601 Crestwood St, Jacksonville, FL unknown 15 9/2/2009 

ABB Inc. 655 Century Point, Lake Mary, FL unknown 49 10/30/2009 

The Wackenhut Corp. 5820 Blue Lagoon Dr # 300, Miami, FL unknown 158 11/2/2009 

Morgan Research Corp. 12350 Research Pky, Orlando, FL unknown 136 11/15/2009 

Rexam Beauty 
3768 Park Central Blvd N, Pompano Beach, 
FL unknown 59 10/1/2009 

Farmers Group/21st Century 
Insurance Financial Services Alpharetta, GA layoff 393 unknown 

Biolab Inc./Chemtura 1700 Old Covington Hwy, Conyers, GA closure 67 unknown 

Honeywell 1551 Mineral Springs Rd, Elberton, GA closure 223 unknown 

Russell Brands Midland, GA closure 112 unknown 

Cavalier Homes 206 Magnolia St, Millen, GA closure 104 unknown 

Shaw Industries Ringgold, GA closure 431 unknown 

Ready Set Service LLC 1506 Elmhurst Rd, Elk Grove Village, IL 
possible 

layoff 122 10/17/2009 

PGI Manufacturing 5660 Falcon Rd, Rockford, IL closure 64 10/5/2009 

Egyptian Concrete Co. 749 W Commercial St, Salem, IL closure 129 9/14/2009 

Continental Automotive 
Services 100 W Windsor Ave, Elkhart, IN closure 42 9/30/2009 

International Aerospace 4760 Kentucky Ave, Indianapolis, IN closure 106 10/28/2009 
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Tubes (IAT) 

Kmart 2020 Burton Lane, Martinsville, IN closure 48 11/8/2009 

Solo Cup Co. 10100 Reisterstown Rd, Owings Mills, MD layoff 60 10/19/2009 

Cirrus Design 4515 Taylor Cir, Hermantown, MN unknown 85 unknown 

Positronic Industries Inc. 420 Main St, Cabool, MO closure 36 10/30/2009 

KASS-MSO St. Louis, MO layoff 89 10/17/2009 

MEMC Electronic Materials 501 Pearl Drive, St. Peter, MO closure 270 6/31/2010 

NCO Customer Management Glassboro, NJ unknown 145 10/24/2009 

Delaware North Cos. Newark, NJ unknown 67 12/31/2009 

Center State Health Group 2 Crescent Pl, Oceanport, NJ unknown 261 10/31/2009 

Sonoco 425 Collins Blvd., Orrville, OH closure 84 3/1/2010 

Capgemini Energy LP 1601 Bryan St., Dallas, TX unknown 190 11/2/2009 

Flint Hills Resources, LP Odessa, TX unknown 6 10/2/2009 

CROSSMARK Home 
Improvement Services LLC 5100 Legacy Dr, Plano, TX unknown 4 10/31/2009 

MEMC Electronic Materials Hwy 75 & State Hwy 1417, Sherman, TX closure 270 3/30/2011 

Harley Davidson 10000 S. Franklin Drive, Franklin, WI layoff unknown unknown 

Vesta 1225 Wauona Blvd., Portage, WI closure 

relocations 
being 

offered 12/31/2009 

Lease Cancellations 

Company Property Affected Parties Comment 

Cygnus 3 Huntington Quad, Melville NY 
3HQ Operating LLC 
(Hines) 

32,164 SF exp: 1/31/2016; 
$755,854 annual rent 

Cygnus 3 Huntington Quad, Melville NY 
3HQ Operating LLC 
(Hines) 

1,450 SF (storage space); exp: 
1/31/2016; $29,725 annual rent 

Cygnus 3 Huntington Quad, Melville NY 
NAI Long Island 
(subtenant) 

6,504 SF;  exp: 1/31/2016; 
sublease - $147,288 annual rent 

Proliance 2100 Design Rd., Arlington TX    Ridge Southridge    175,120 SF; exp: 10/31/2012 

Proliance 3804 Cook Blvd., Chesapeake, VA     
Chesapeake Virginia 
Properties   exp: 3/31/2010 

Proliance 15370 U.S. Hwy. 19 N, Largo, FL     Argyle Management     9,768 SF; exp:11/30/2010 

Proliance 288 Corliss St., Pittsburgh, PA     The Buncher Co. 1,250 SF; exp: 10/31/2010 

Proliance 8516 Sanford Dr., Richmond, VA    The Wilton Cos.   5,085 SF; exp: 4/30/2010 

Proliance 1212 N. 39th St., Tampa, FL     ProLogis  9,000 SF; exp: 11/30/2010 

Proliance 4394 Pepsi Dr., San Diego, CA     John C. Edgerton        exp: 1/31/2010 

Proliance 15600 Commerce Dr., Cleveland Daniel Radiator   

Proliance 1137 Saline St., Kansas City, MO Block & Co. Inc. 12,292 SF 

Proliance 9290 Baythorne Dr. Houston, TX TA Realty Associates   

Proliance 1231 D North Post Oak Rd., Houston, TX ProLogis    
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ADVERTISEMENT 

 

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 came from 
supplemental information sheets filed with the U.S. Securities & Exchange Commission. 
 

Property 
Property 
Type End Bal. Mat. Date Borrower 

Westgate I, 1720 Westgate Drive, Boise, ID Office $1,884,000 2/1/2010 
Investors Real 
Estate Trust 

Westgate II, 1700 Westgate Drive, Boise, ID Office $4,612,000 2/1/2010 
Investors Real 
Estate Trust 

Southbrook & Mariposa, 3331-3372 Southbrook 
Court, 3330-3360 Mariposa Place, Topeka, KS Multifamily $3,155,000 2/1/2010 

Investors Real 
Estate Trust 

Southeast Tech Center, 3020 Denmark Ave., 
Eagan, MN Office $3,521,000 2/1/2010 

Investors Real 
Estate Trust 

Lexington Commerce Center, 3030 Lexington 
Ave., Eagan, MN Industrial $2,832,000 2/1/2010 

Investors Real 
Estate Trust 

Northgate II, 6420 Sycamore Lane, Maple Grove, 
MN Office $1,301,000 2/1/2010 

Investors Real 
Estate Trust 

Brenwood, 5720, 5700, 5640, 5620 Smetana 
Drive, Minnetonka, MN Office $7,584,000 10/1/2010 

Investors Real 
Estate Trust 

Pebble Springs, 3110 N 19th St., Bismarck, ND Multifamily $336,000 7/31/2010 
Investors Real 
Estate Trust 




