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Loan Overview

Name: Berlin & Dresden Loans

Origination Date: 15 December 2005

Maturity Date: 15 January 2010

Principal Balance at Origination: €71,200,000

Outstanding Principal Balance: €67,497,883

Hedging: Swap expired at Maturity

Date of transfer to Special Servicer: 18 Jan 2010

Reason for transfer: Non-payment upon Maturity

INDEPENDENCE. SIMPLICITY. CONTROL.



Asset Locations – Germany

Markgrafenstraße 17/18, Berlin 

Berlin Office Market

Space Availability 1.54m sqm Moderate 
Increase

Take-up (Q1 
2010)

104,700 sqm Slight Increase

Prime Headline 
Rents

€20.00/sqm/mth Stable

Prime Yield 5.25% Stable

Dresden Office Market

Space Availability 350,000 sqm Moderate 
Increase

Take-up (Q1 
2010)

52,000 sqm Stable

Prime Headline 
Rents

€11.00/sqm/mth Stable

Prime Yield 6.25% Stable

Wiener Platz 6, Dresden 

Population: 3,431,675

Unemployment: 14.2%

Population: 512,234

Unemployment: 12.2%



Portfolio Overview

Property Type: Office & Retail

No. of Buildings 2

Market Value as at October 2009: €47,200,000

Berlin Dresden

Markgrafenstraße 17/18, Berlin 

NLA (sqm) 7,173

Net Rent (Passing) 1,339,132

Market Rent 949,386

Occupancy 100%

Tenant 100% German Federal 
Government Agency

WALT 12.7 years

Valuation 17,200,000

Wiener Platz 6, Dresden 

NLA (sqm) 17,447

Net Rent (Passing) 2,709,680

Market Rent 1,536,933

Occupancy 92.2%

Tenant 87% Rental Income 
from German Federal 
Government Agency

WALT 12.8 years

Valuation 30,000,000



Timeframe of Special Servicer Actions to date

Since transfer to Special Servicing, the Special Servicer has negotiated Loan restructuring terms with 

the Borrower while concurrently assessing the enforcement options.  The Loan restructuring is being 

implemented as this: a) creates the highest recovery; b) delivers an “option value” to subordinated 

Noteholders while all Noteholders get the benefit of additional amortisation over the term; and, c) 

minimizes refinancing risk at Maturity.

• 18 Jan 10 Transfer to Special Servicing due to non-repayment at Maturity; 60-day standstill 

agreed until 19 March 2010.

• 27 Jan 10 Met with Borrower to review preliminary restructuring proposal; revised DPO 

offer received.

• 4 Feb 10 Conducted site visit.

• 19 Feb 10 Created restructuring model setting out: a) 2 yr cash flow; b) 10 yr DCF 

reversion values for each asset; c) recovery analysis of all options (restructuring, 

sale today, share pledge enforcement, land charge enforcement and insolvency).

• 19 Mar 10 Standstill extended for 60 days to finalize terms of the restructuring, consult with 

the Operating Advisor and implement the required documentation.

• 13 Apr 10 Restructuring HoTs (inclusive of Mandatory Disposal clause) approved by Credit 

Committee.

• 23 Apr 10 Final form of HoTs agreed with the Borrower.

• 26 Apr - 5 May 10 Operating Advisor consultation period.

• 10 May 10 JLL engaged to commence sales marketing process.

• 14 May 10 Draft Supplemental Agreement reflecting the HoTs circulated.



Conclusion

• Restructuring of the Loan creates highest value.

• Next Steps:

Execute restructuring documentation (Supplemental Agreement) 

with following key terms:

1.  Progress with sale marketing process until June 30 (execute sale 

if Minimum Sales Price obtained in accordance with Mandatory 

Disposal clause in Servicing Agreement).

2. If the Minimum Sales Price not obtained by June 30, extend Loan.
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Frequently Asked Questions

 What are the key terms of the Loan restructuring?

 Are there any issues raised by the Operating Advisor during the 

consultation period?

 How does the Mandatory Disposal clause work?

INDEPENDENCE. SIMPLICITY. CONTROL.
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Loan Overview

Name: Monnet Portfolio Loan

Origination Date: 25 January 2006

Maturity Date: 18 April 2012

Principal Balance at Origination: EUR 73,410,000

Outstanding Principal Balance: EUR 68,766,709

Swap Value*: (EUR 3,026,767)

Date of transfer to Special Servicer: 30 September 2009

Reason for transfer: Payment Default

Payments due at July 2010 IPD: EUR 843,862 – Interest 

EUR 367,050 – Amortisation

* Value is indicative only EUR 1,210,912 – Total

INDEPENDENCE. SIMPLICITY. CONTROL.



Portfolio Overview

Property Type: Office / Warehouse

No. of Properties: 8

Total Net Lettable Area: 72,580 sq m

Current Net Rent: EUR 4,992,560 pa

Portfolio ERV as at Dec 2009: EUR 5,450,826 pa

Market Value as at Dec 2009: EUR 43,218,000

Current net initial yield: 11.55%

Occupancy: 75.08%

Largest 3 Tenants (by income): Tenant 1 (Germany)

Occupying: 26,592 sq m

Net Rent: EUR 1,925,055 pa

Leases expiring: 2010/2011/2012

Tenant 2 (Belgium)

Occupying: 2,693 sq m

Net Rent: EUR 625,383 pa

Lease expiring: 2010

Tenant 3 (Belgium)

Occupying: 2,555 sq m

Net Rent: EUR 450,554 pa

Lease expiring: 2016



Portfolio Summary

Location Property Name Region
Area 

(sqm)
Vacancy Rate

Net Rent 

(April 2010)

Market Rent 

(Dec 2009)

Market Value 

(Dec 2009)
NIY

Belgium Koning Albert I Laan 46 Wemmel 907 100% € 0 € 104,900 € 790,000 0.00%

Belgium Avenue Wansart 12 Brussels 4,027 45% € 256,789 € 471,200 € 2,659,000 9.66%

Belgium Stallestraat 65 Brussels 3,902 40% € 302,542 € 455,200 € 2,702,000 11.20%

Belgium Waterloo Office Park Waterloo 2,382 90% € 43,754 € 333,500 € 2,707,000 1.62%

Belgium Avenue Hermann Debroux 52 Brussels 5,657 0% € 1,153,461 € 811,900 € 9,120,000 12.65%

Belgium Imperiastraat 8 Zaventem 3,605 0% € 413,079 € 418,300 € 4,250,000 9.72%

Germany Schweriner Strasse 1 Bielefeld 13,474 0% € 764,515 € 662,313 € 5,190,000 14.73%

Germany Riemekestraße 160 Paderborn 38,626 30% € 2,058,419 € 2,193,513 € 15,800,000 13.03%

Total Belgium 20,480 31% € 2,169,626 € 2,595,000 € 22,228,000 9.76%

Total Germany 52,100 22% € 2,822,934 € 2,855,826 € 20,990,000 13.45%

Total Portfolio 72,580 25% € 4,992,560 € 5,450,826 € 43,218,000 11.55%

Collateral Summary

Germany Belgium

Date Dec 2005 Dec 2009 Dec 2005 Dec 2009

Net Rent EUR 2,068,205 EUR 2,822,934 EUR 2,720,013 EUR 2,169,626

Market Rent Not provided EUR 2,855,826 Not provided EUR 2,595,000

Market Value EUR 43,850,000 EUR 20,990,000 EUR 40,525,000 EUR 22,228,000

Net Initial Yield 4.72% 13.45% 6.71% 9.76%

Occupancy Not provided 22% Not provided 31%



Financial Overview
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Timeframe of Special Servicer Actions to date

• 30 Sep 2009 Transfer of Loan to Special Servicing;

• 5 Nov 2010 The Special Servicer met with the Borrower to discuss the Loan and next steps;

• 16 Nov 2009 The Special Servicer conducted a site inspection of the Belgium properties;

• 30 Nov 2009 Met with Property Manager to go over assets and operating expenses. The Special 

Servicer implemented a new reporting procedure for the Property Manager in order 

to effectively manage pervious and on-going operating expenses;

• 8 Dec 2009 Received new Valuation for the portfolio;

• 17 Dec 2010 Upon receiving the Valuation the Special Servicer met with Borrower to discuss 

workout options and next steps;

• 15 Jan 2010 The Special Servicer worked with the Property Manager to complete the 

reconciliation of the unpaid operating expenses due from 2009;

• 26 Jan 2010 Received initial offer from Borrower requiring a significant write-down of the Loan 

with a minimal amount of new equity;



Timeframe of Special Servicer Actions to date (continued)

• 2 Feb 2010 Engaged an asset and property manager consultant to assist in the Valuation of the 

leases/property and property business plan;

• 15 Feb 2010 Received an updated offer from Borrower still requiring a significant write-down of 

the Loan and a revised increased equity contribution;

• 10 Mar 2010 Received updated offer from Borrower defining the Loan write-down amount 

and equity contribution;

• 19 Mar 2010 Third party consultant conducted full site inspection of German assets and 

undertook drive-by site inspections of the Belgium assets;

• 22 April 2010 Property Manager instructed a firm to conduct building surveys on all the Belgium 

properties;

• 26 April 2010 Informed Borrower that a write-down of the Loan would was not a viable option;

• 4 May 2010 Started working with the Borrower to secure a new tenant in 65 Rue de Stalle;

• 6 June 2010 Borrower submitted an offer which requires no write-down of the Loan.
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Conclusion

What Next????????

INDEPENDENCE. SIMPLICITY. CONTROL.
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Frequently Asked Questions

Why has the Property Manager not been replaced given that the outstanding operating 

expenses were so high?

What is being done to mitigate Tenant rollover risk?

INDEPENDENCE. SIMPLICITY. CONTROL.
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Loan Overview

Name: AMG Portfolio Loan

Origination Date: 11 April 2006

Maturity Date: 15 April 2010

Principal Balance at Origination: GBP 330,801,049

Outstanding Principal Balance: GBP 172,739,060*

Swap Value: Swap expired at Maturity

Date of transfer to Special Servicer: 19 April 2010

Reason for transfer: Non-payment upon Maturity 
*two properties were sold in first quarter 2007

INDEPENDENCE. SIMPLICITY. CONTROL.



Asset Locations – The City, London

EC3 – “The Insurance District”

Country: UK

Population: 61 million

Unemployment: 8%

(source: ILO)

London Population: 7.5 million

London Unemployment: 8.2%

(source: National Statistics)

(source: Knight Frank)

City Office Market

Space Availability 1.6mln sqft (Decreasing)

Take-up (Q1 2010) 2.2mln sqft (Increasing)

Prime Headline Rents £46.50/sqft (Increasing)

Prime Yield 5.50% (Hardening)



Portfolio Overview
Property Type: Office

No. of Buildings: 5

Market Value (Dec 2009): £130,300,000

52-56 
Leadenhall

49 Leadenhall 
St

109-114 
Fenchurch St

100 Fenchurch 
St

9-13 
Fenchurch St

Total

NLA (sqft) 185,886 150,742 78,878 16,012 23,258 454,776

Net Rent (£) 4,985,928 4,988,000 1,900,359 405,238 451,447 12,730,972

ERV (£) 4,704,642 5,920,907 2,210,574 412,000 463,395 13,711,518

Valuation (£) 62,500,000 41,500,000 22,500,000 4,500,000 1,800,000 130,300,000

100 Fenchurch St52-56 Leadenhall 49 Leadenhall St 109-114 Fenchurch St 9-13 Fenchurch St



Timeframe of Special Servicer Actions to date

Upon the Loan being transferred to Special Servicing, the Special Servicer immediately assessed the 

Borrower‟s Business Plan and request for a 90-day standstill.  After review, the Special Servicer agreed 

to a 60-day standstill in order to: a) prepare financial and legal analyses on alternative workout 

scenarios (Loan extension and sale, appointment of LPA receiver); b) draft HoT for Loan extension; c) 

investigate and assess development schemes being considered; and, d) obtain updated Valuation with 

specific commentary on wider large scale redevelopment and its impact on market value.

• 19 Apr 10 Transfer to Special Servicing due to non-repayment at Maturity.

• 26 Apr 10 Special Servicer met with Borrower to discuss Business Plan.  The Special 

Servicer rejected Borrower‟s request to enter into an immediate 90-day standstill.

• 30 Apr 10 Concluded property tour of the five buildings.

• 5 May 10 Knight Frank engaged to prepare an updated Valuation.

• 11 May 10 60-day standstill approved by Hatfield Philips Credit Committee.

• 24 May 10 60-day standstill (expiry 23 July) executed and requisite information requested 

from the Borrower.

• 28 May 10 Third party advisor engaged to work with the Special Servicer in maximising the 

value of the Loan and the security.

• June 10 Requested information being gathered. Meetings held with Borrower and third 

parties to review development plans, assess the potential required working 

capital facility; build cash flow models (debt restructuring, scenarios NPV 

analyses).



Conclusion

• While the Loan is secured by a prime location asset attracting unsolicited 

interests, a number of issues remain to be addressed:

a) Loan properties form only part of development scheme;

b) Large reduction of rental income in the next 12-18 months;

c) Continued active management and time will be needed to protect 

and secure income. Potential capex may be required to off-set rent 

frees, to secure renewals and new lettings.  

• Next steps:

During standstill:

1. Prepare financial scenarios analyses on workout options;

2. Assess required potential working capital/capex facility;

3. Draft HoT and discuss workout options with Lenders;

4. Present recommendations to Hatfield Philips Credit Committee.
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Frequently Asked Questions
 What is the timeline of deliverables and action points during the 60-day standstill 

period?

 What is the envisaged structure (i.e. key Heads of Terms) of the Loan extension 

option?

 Why is a working capital/capex facility potentially required?

INDEPENDENCE. SIMPLICITY. CONTROL.
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Loan Overview

Name: Tresforte Loan

Origination Date: 4 December 2006

Maturity Date: 15 January 2012

Principal Balance at Origination: EUR 75,410,000

Outstanding Principal Balance: EUR 35,467,117

Lender Swap Value*: EUR 1,667,928

Date of transfer to Special Servicer: 20 January 2010

Reason for transfer: Payment Default and 

LTV Breach

*Value is indicative only

INDEPENDENCE. SIMPLICITY. CONTROL.



Portfolio Overview

Property Type: Office

No. of Buildings: 11

Total Net Lettable Area: 29,382 sq m

Current Net Rent: EUR 3,190,349

Current Net Income: EUR 2,736,496

Portfolio ERV: EUR 3,872,934

Market Value as at Oct 2009: EUR 36,650,000

LTV: 96.8%

Net initial yield: 7.47%

Occupancy: 74.57%

Largest 3 Tenants (by income): Tenant 1

Occupying: 2,045 sq m

Gross Rent: 307,470 pa

Lease expiring: 31/01/15

Tenant 2

Occupying: 1,930 sq m

Gross Rent: 283,471 pa

Lease expiring: 31/08/10

Tenant 3

Occupying: 2,177 sq m

Gross Rent: 277,235 pa

Lease expiring: 30/06/11

[Insert Picture of 
Asset]

[Insert Picture of 
Asset]



A significant number of leases are due to expire in the short-term, 17% of the current

income has a lease break over the coming year, and 46% over the next 2 years. The

weighted average lease length is 2.65 years. The Portfolio‟s total expenses are EUR

356,486 - 52% of which are non-recoverable. Due to the high number of leases expiring,

the asset manager estimates that EUR 1.3 million on Tenant improvements will be

needed over the next 3 years.

Financial Overview
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Timeframe of Special Servicer Actions to date

• 20 January 2010 Loan transferred to Special Servicing due to an LTV Breach and payment 

default. Debt service was only partially paid with a shortfall for the quarter of EUR 

216,712.36. 

• 8 February 2010 Special Servicer conducted site inspections of the Properties.

• February 2010 The Special Servicer managed to stabilize the corporate structure restoring the 

operations on bank accounts previously frozen and appointing new directors on the 

Propco-Holdco structure following the resignation of the previous directors.

• March 2010 Special Servicer met with Borrower to discuss Loan workout options.

Sponsorship of the Portfolio changed hands following the insolvency of Kenmore 

Property Group: the current main sponsor retains also an asset management role. 

• April 2010 The Special Servicer appointed a "shadow" asset manager to advise on leasing, 

capex, and exit strategies, also bringing Dutch property expertise to the Special 

Servicer's team of advisors. 



Timeframe of Special Servicer Actions to date

Available strategies:

 1) Foreclosure & Fire Sale of the whole Portfolio: foreclosure cost are high without Borrower 

cooperation (cost of enforcement or cost of amicably buying out the shares). Proceeds are 

estimated by the Borrower at €20M, and from our 3rd party advisors at around €30M: this is 

due to the lack of financing in the market and the weak market demand for this type of assets; 

 2) Refinancing or Loan sale: Senior Lenders are currently not willing to consider refinancing this 

type of Portfolio. Loan sale has been estimated to leave an implied discount amount of more 

than 50%; 

 3) Individual property sale & Loan restructuring: A pro-active asset management strategy 

including a sale of the individual assets over a period of 24 to 36 months, with a focus on cost 

reduction. 

• April 2010 The Special Servicer appointed a "shadow" asset manager to advise on leasing, 

capex, and exit strategies, also bringing Dutch property expertise to the Special 

Servicer's team of advisors. 



May 2010 - Business Plan:

The Sponsor/ Asset Manager provided a Business Plan for an individual property sale, by way of stabilizing the 

current income profile and extend the lease expiry dates.

1) Cost reductions: 

a) property + asset management fees at 5% (market level);

b) utility bills reduced by circa €241k from May 2010 until April 2012;

c) maximum cost recovery: service charge recovery raised from €28 to €37 per sq mt on new leases.

2) €1.9M capex of which €1.3M tenant improvements (€30-100 per sq mt).

3) Re-letting assumptions:

a) current average rent is €140 per sq mt versus ERV between €100-€133 per sq mt (over rented);

b) 9 – 21 months void period;

c) 6 – 15 months rent-free;

d) new lease length 3 – 5 years;

e) leasing commissions between 5% (renewal) and 16-22% (new lease).

4) Exit assumptions: 

a) Aggregate sale price €33M;

b) Sale timing between 18 and 42 months in order to complete lease re-gearing.

5) A success fee for Sponsor / Asset manager if exit values above certain thresholds (being negotiated).



Conclusion
• The Special Servicer is going to assess with the help of the “shadow” asset manager the feasibility of 

achieving the Borrower‟s Business Plan and the element of risk related.

• The Special Servicer will assess the sustainability of the debt service and estimate the NPV of the 

future cash-flows according to the Business Plan.

• Using strategy 3), the Special Servicer will introduce certain strict milestones during the future 18 

months, in order to keep control over the implementation of the Business Plan. 

• The Special Servicer will enter into a 6-monthly renewable standstill agreement conditioned to the 

milestones above and amend the Loan through a cash sweep amortization (pay as you can).
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Frequently Asked Questions

• Can the Special Servicer appoint another 3rd party to implement such plan at a lower 

cost (no success fee) and with better results? 

It may be cheaper to buy out or enforce on the Borrower‟s shares and replacing him 

with a 3rd party asset manager.

• Why would the Sponsor not cure the payment shortfall if ICR is equal to 1.6x? 

ICR as a misleading indicator of sustainability and Sponsor lack of commitment due to 

capital structure.

INDEPENDENCE. SIMPLICITY. CONTROL.
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Loan Overview

Name: Diva Loan

Origination Date: 14 September 2006

Maturity Date: 18 July 2016

Principal Balance at Origination: EUR 273,969,807 

Outstanding Principal Balance: EUR 271,571,599 

Lender level Swap Value*: EUR -31,258,944 

Date of transfer to Special Servicer: 15 September 2008

Reason for transfer: Insolvency proceedings

* Value is indicative only

INDEPENDENCE. SIMPLICITY. CONTROL.



Portfolio spread out accross former East Germany

Location: Former East Germany

Population: 82.1 MM (Germany)

Unemployment: 8.5% (Germany)

Chemnitz

Dresden

Berlin

Eberswalde

Magdeburg

Stendal

Leipzig

Gotha

Halle

Potsdam

Hatfield Philips Germany

Portfolios under Special Servicing



Portfolio Overview

Property Type: Residential

No. of Units: 8,087

Total Net Lettable Area: 482,296 m²

Current Net Rent: EUR 23,019,156 p.a.

Portfolio ERV: EUR 25,121,291 p.a.

Market Value as of 12/2009: EUR 193,905,000

Net income yield: 11.87%

Occupancy: 86.6%



MIRA Portfolio:
Å8.160 units
ÅLocations: Berlin, Chemnitz, 
Dresden,  Eberswalde , Gotha, 
Halle, Leipzig, Magdeburg, 
Potsdam, Stendal 

Base Rent Increase a Result of:
ÅVacancy reduction
ÅImproved receivables 
management
ÅRent increases
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Mira-Portfolio – Vacancy Reduction

Mira-Portfolio

Turnaround- Point

Consolidation 
Phase

On-average approximately 6 months to achieve a turnaround 
providing that there are sufficient capex funds available.
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Mira Portfolio: Vacancy Reduction

V2 Dresden

V5 Berlin

V2 Dresden:
Å957 units
Å6.7% vacancy reduction in 12 
months (61 units)
Åadditional net rental income of 
ϵ20.000 per month

V5 Berlin:
Å1,212 units
Å6.3% vacancy reduction in 12 
months (70 units)
Åadditional net rental income of 
ϵ16.000 per month



Mira Portfolio: Cash Flow Improvement  from March 
2009 to April 2010 

ÅIncrease in net rental income:
Rent increases (appr. ϵ10.000 per month)
Vacancy reduction 2,5% (appr. ϵ50.000 per month)
 Improved receivables management (appr. ϵ30.000 per month)

Total increase in income: ϵ90.000 per month = ϵ1.08 Million per annum
Assuming a 10x exit multiple this increases the value of the portfolio by ϵ10.8 Million.

ÅDecrease in operational costs:
Lower vacancy costs (appr. ϵ30.000 per month)
Lower property management fees (appr. ϵ15.000 per month)
Insurance costs savings (appr. ϵ25.000 per month)

Total increase in cash flow: ϵ160.000 per month = ϵ1.92 Million per annum



Timeframe of Special Servicer Actions to date

• Sep-2008 Transfer to Special Servicing

• Oct-2008 CBRE was instructed by HPI to prepare an updated valuation of the underlying real 

estate collateral. The value of the portfolio was assessed at € 235,070,000 by CBRE

Agreements with the insolvency administrator (IA): HPI is internally authorized to 

issue directives to the IA in all major decisions regarding the management and the 

sale of the properties

• Mar-09 First creditor‟s assembly took place at the local court in Berlin and the IA has been

approved by the creditors 

• May-09 AM presented to HPI the Business Plan draft for the portfolio with the following 

focus: Stabilization and maximizing of cash flow to the securitization and 

safeguarding of the best possible marketability of the portfolio in regard to a 

potential future sale of either the portfolio as a whole or by creating and selling 

bucket

Pitch of investment firms for a potential sales transaction of the portfolio



Timeframe of Special Servicer Actions to date

• June-09 Approval of Business Plan for period 2009/2010

• July-09 – March 10 Quarterly Roll up/performance review of portfolio with asset manager

• Oct-09 Cushman & Wakefield was instructed by HPI to prepare an updated valuation of the

underlying real estate collateral. 

• Dec-09 New valuation report was submitted by C&W. The value of the portfolio was  

assessed at € 193,905,000 

• until Febr-10 Preparation of dataroom

• March-10 Submission of Business plan for period 2010/2011

• March-10 Approval of Business plan for period 2010/2011



Conclusion

Sale of portfolio and liquidation

• Portfolio optimization measures have been taken for the benefit of the bondholders

• Avoidance of fire sale scenario

• Portfolio stabilization due to active and thorough asset management

• Significant appreciation of portfolio (assets) since Arsago taking over asset management role

vacancy reduction by 2.5%, considerable increase in net rent

• In-depth preparation of selling process
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Frequently Asked Questions

Are insolvency proceedings going to become very cost-intensive?

In which way are insolvency proceedings advantageous?

When will the disposition occur?

INDEPENDENCE. SIMPLICITY. CONTROL.
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Loan Overview

Name: Mozart Whole Loan

Origination Date: 15 December 2006

Maturity Date: 15 January 2012

Principal Balance at Origination: EUR 940,000,000

Outstanding Principal Balance: EUR 895,018,525

Swap Value*: EUR -32,244,355

NOI before Asset Mgt: EUR 45,400,000

NOI after Asset Mgt (current agreement): EUR 31,400,000

Date of transfer to Special Servicer: 14 April 2010

Reason for transfer: Imminent Covenant breach

Standstill Expiry: 01 July 2010

*Value is indicative only

INDEPENDENCE. SIMPLICITY. CONTROL.



101 Assets spread across Germany

Location: Germany

Population: 82.1 million

Unemployment: 8.5%

• Uncertainty concerning the office market outlook due to 

the speed of recovery of the general economy and the rise 

in unemployment

• Prospects for 2010:

Å Only in a few locations will vacancies increase - in the other cities, a 

stable development is expected;

Å Since few new projects were started in 2009, the supply of modern 

premises is set to peak this year. In the medium term, from 2011 on, 

when the supply of newly built space declines, a notable reduction in 

modern office units is expected in some prime locations;

Å Rents for older premises and office space in sub-centres will remain 

under pressure in 2010. The increased granting of incentives in evidence 

in 2009 will continue to shape the market this year and contribute to a 

stabilization of nominal rents.



Mozart Overview

Total: 602.089 sqm
Total: 53.970.231 Euro

Total: 602.089 sqm

(1) 107 Assets;    (2) 104 Assets ;    (3) 101 Assets

(1) (2)                     (3)



Portfolio Overview

Property Type: Mixed Use

Total Net Lettable Area: 602,089 sq m

Current Net Rent: EUR 53,970,232 pa

Portfolio ERV*: EUR 66,933,784 pa

Market Value as at 28/05/2010: EUR 719,360,000 

NRI initial yield: 7.50%

Occupancy: 67%

Tenant exits: Q3 09: c. 42,000 sq m

Q4 09: c. 13,500 sq m

Q1 10*: c. 9,000 sq m

(*fewer incoming Tenants account for the 

recent drop in occupancy rate)

Largest 3 Tenants (by income):

Tenant 1 Occupying: 19,457 sq m

Gross Rent: EUR 3,184,921 pa

Lease expires on: 31/12/21

Tenant 2 Occupying: 19,619 sq m

Gross Rent: EUR 3,075,438 pa

Lease expires on: 31/12/15

Tenant 3 Occupying: 27,640 sq m

Gross Rent: EUR 2,579,801 pa

WALT: 72 months

* at stabilised occupancy



Cash flow issues: ICR<1 even before Asset Management

Å Equity Sponsor has always paid asset 
management fees out of equity.

Å Equity Sponsor„s goal of increasing 
occupancy to cover outflows was 
never achieved.

Å Even after negotiating market rate 
asset management fees, capex 
requirements will curtail interest 
payments for some time (no
scheduled debt amortisation).

Å Asset Management base fee (before 
lease commissions, etc.) will 
effectively be reduced from EUR 
14.1m to EUR 7.1m p.a. as per 
contemplated agreement with Asset 
Manager.
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For illustrative purposes only

Effect of Control Valuation Event
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Timeframe of Special Servicer Actions to date

• 14 April 2010 Transfer of Loan to Special Servicing.

• 19 April 2010 Standstill agreement negotiated and signed-off in Credit Committee:

Å Special Servicer brokered agreement among Junior Lenders regarding 

regarding distribution of funds for April IPD;

Å undertakings from the Borrowers.

• 28 May 2010 New Valuation received, corresponding Control Valuation Event.

• April/May 2010 Property consents granted regarding:

Å reallocation of capex amounts relating to equity sponsor capex funding 

guarantees;

Å two lease amendments, 4 lease extensions, disposal-related release of 

security;

Å further negotiations regarding certain offers for sale of individual properties.

• June 2010 Exploring various restructuring options, preconditions and implications. 

Site visits of selected properties.

Real estate consultant engaged to support capex decisions and hold/sell analysis 

of the portfolio.

Renegotiating contracts with asset manager, evaluating property manager. 
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Frequently Asked Questions

Resolution Strategy

Equity Sponsor‟s intentions

Cash-flow issues
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Monzanova- Loan Overview

Name: Monzanova

Origination Date: 27 April 2006

Maturity Date: 18 January 2016

Principal Balance at Origination: EUR 12,320,000

Outstanding Principal Balance: EUR 11,623,920

INDEPENDENCE. SIMPLICITY. CONTROL.



Monzanova, Langen - Germany

Langen is situated in the south of the federal State of

Hessen in central Germany approximately 27 km to the

south of Frankfurt City Centre and 10 km to the south

east of Frankfurt International Airport.

Location: Langen – Germany

Population, Germany : 82.1 M

Unemployment: 8.5% (as at March 2010)

Population, Frankfurt: 2,295,000

Population, Langen: 36,000 approx.

Langen has excellent train and motorway connections to

Frankfurt, Frankfurt airport, the Frankfurter Kreuz

(Motorway interchange) and Darmstadt. It is considered

as a commuter town.

Demand for commercial space in Langen is currently

weak. Recent requests from large users have been

virtually non-existent.

The main drivers for locating in Langen have historically

been good quality space at very reasonable prices where

the requirement for corporate image is not important.



Monzanova - Portfolio Overview

Property Type: Office

No. of Units: 1

Total Net Lettable Area: 7,630 sq m

Current Net Rent: EUR 1,151,378 (annual)

Current NOI: EUR 1,020,243 (annual)

Market Value as at 02/12/05*: EUR 15,400,000

Net income yield: 6.37% *using 2006 valuation

Occupancy: 87.17%

Available space in Langen: 90,000 sq m

*No new Valuation has been carried out since 2006. The Facility 

Agreement covenants a new Valuation at Borrower‟s expense 

every 5 years.

Main Tenants: Fujitsu Microelectronics Europe

Occupying: 5,961 sq m

Gross Rent: EUR 1,151,378 pa

Lease expiring: 31/12/2020

Tenant 2 (new lease)

Occupying: 690 sq m

Gross Rent: EUR 4,768 pa

Lease expiring: 30/06/2015

[Insert Picture of 
Asset]

[Insert Picture of 
Asset]
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Financial Overview – Monzanova
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Financial Overview (continued) – Monzanova
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Timeframe of Primary Servicer Actions

Oct 2009 - March 2010 Borrower in discussion with anchor tenant Fujitsu over extension to current lease.

18 March 10 Borrower confirms agreement with Fujitsu reached in principle; asks Servicer to clarify financial & 

documentary requirements for approval of new lease. 

Fujitsu insistent that lease update signed promptly; indicate they will exercise extraordinary 

termination right on current lease at end of June 2010 if this does not occur.

19 March 10 Servicer requests from Borrower: full details of proposed lease, business plan with cashflow 

projections and date for conference call with Borrower and Managing Agent.

Servicer starts work on own cashflow model and undertakes detailed review of Facility 

Agreement to assess conditions for lease approvals.

24 March 10 Servicer‟s assessment of Facility Agreement indicates that any amendment of leases beyond a 

straight extension constitutes an Event of Default.

For lease renewal to proceed Servicer must generate waiver to Event of Default, delivery 

conditional on approval of updated lease and equity payment to fund shortfalls in income.

Servicer receives Heads of Terms indicating new lease to December 2020, rent free period of 

aggregate of 12.5 months spread over 8 years and break options in 2017 (9 months rent penalty) 

and 2018 (no penalty).

25 March10 Servicer and Borrower set out road map to approval of the lease update on conference call.



Timeframe of Primary Servicer Actions (continued)

Early-Mid April 2010 Servicer finalises Cashflow and Ratio Projection; confirms shortfall of c. EUR 100,000 based on 

income from updated lease and Opex budget (Servicer projects at 125% of Opex budget).

Servicer consults with experienced members of HPI Frankfurt team to verify market standard of 

proposed lease update.

Servicer confirms Cashflow Projection with Borrower; Borrower agrees to pay EUR 100,000 equity 

injection (on understanding that any unused portion of equity will eventually flow back to them as 

rent account surplus). 

24 April 10 Servicer undertakes inspection of asset. Asset found to be in very good condition. Receipt of 

equity payment to Rent Account confirmed.

05 May 10 Internal Credit Committee sits to consider proposed updated lease and waiver. Committee gives 

provisional approval but requests some actions including increased clarity of Cashflow Projection.

07 May 10 Servicer consults with Controlling Class (via e-mail and subsequent telephone conversation) in line 

with Titan 2006-5 Servicing Agreement. Servicer engages counsel to generate draft waiver letter.

12 May10 Credit Committee sits again to consider updated memo and approves the recommendations of the 

Asset Manager.

19 May 10 Servicer receives signed acknowledgement of waiver letter from Borrower and confirms approval of 

lease via e-mail.



Financial Projections – Monzanova



Financial Projections – Monzanova
Cash Release



Conclusion

Å Updated lease was required to improve refinance options.

Å Essential for Servicer to project cashflow conservatively but fairly.

Å Servicer resisted initial pressure from Borrower to provide rapid decision, instead 

ensuring that extensive analysis had occurred before approval was given.

Å Servicer able to call on internal Compliance Department to overcome lack of clarity in 

documents, with minimal involvement of counsel, thus reducing delays and fees.

Å Servicer managed process calmly throughout, corresponding regularly with Borrower 

to manage expectations in terms of delivery of final approval.
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Loan Overview

Name: Baywatch Whole Loan

Origination Date: 13 February 2007

Maturity Date: 15 April 2011

Extension Option: Yes (1 year)

Principal Balance at Origination: EUR 54,084,120.00

Outstanding Principal Balance: EUR 54,084,120.00

B-Lender Excalibur: EUR 7,500,000.00

Lender level Swap Value*: Fixed rate Swap at Maturity

* Value is indicative only

INDEPENDENCE. SIMPLICITY. CONTROL.



Asset Location- Dortmund, Hagen, Witten, Leipzig, Dresden & Braunschweig

Location: Germany

Germany Population: 82.1 million

Unemployment in Germany: 8.5%

German Office Markets*
Vacancy rate: 9.5%

Prime rents by Markets €/sqm/month: €22 - €35

Recent trends:

Å Limited take-up of commercial office space during 2009/2010;

Å Downward pressure on all commercial office rents during this 

period;

Å Many Tenants are consolidating their businesses and require 

less space;

Å Increased incentives being offered within the more competitive 

markets;

Å Increased difficulty in securing long-term lease agreements (i.e 

greater than three years).

*Source: DTZ 16 April 2010

[Insert OS Map of Asset 
Location]



Portfolio Overview

Property Type: Office/Retail & Logistics

Total Net Lettable Area: 66,521.00 sq m

Current Net Rent: EUR 5,064,799.25

Portfolio ERV: EUR 5,223,162.00

Market Value as at 16 April 10*: EUR 63,420,000.00

Net initial yield: 7.9%

Occupancy: 91%

Largest 3 Tenants (by income): Tenant 1
Occupying: 11,231 sq m

Gross Rent: EUR 1,090,450.32 p.a.

Lease expiring: 28 July 2016

Tenant 2
Occupying: 14,182.04 sq m

Gross Rent: EUR 683,686.56 p.a.

Lease expiring: 31 December 2014

Tenant 3
Occupying: 1,392.60 sq m

Gross Rent: EUR 267,433.68 p.a.

Lease expiring: 31 December 2012

*DTZ and Winters & Hirsch 16 April 2010

[Insert Picture of 
Asset]

[Insert Picture of 
Asset]
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Financial Overview
Borrower’s Business Plan vs. Actual Figures

Vacancy Levels ICR Test 1.20x (12months forward looking)

Tenant Profile in rental income Tenant Profile in Square meters
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Timeframe of Servicer Actions to date

• 4 December 2009 Servicer conducted site visit and during inspection discovered that 

Bunnerhelfstrasse asset was vacant and in a bad state of repair.

• Asset Description: 

 Warehouse Occupying: 14,182.04 sq m

 Gross Rent: EUR 683,686.56 p.a.

 Lease expiring: 31 December 2014

 Value of Building: EUR 5,610,000.00

 Loan Amount: EUR 6,249,795.00

 Tenant: 2nd largest representing 13.5% of rental income in the Portfolio

 Issues: Fire safety; height of ceiling is too low; who is responsible for building 

maintenance.



Timeframe of Servicer Actions to date

• 8 December 2009 Servicer informed Borrower to find an immediate solution with the Tenant and to bring 

the Bunnerhelfstrasse asset into a good state of repair.

• Jan – Mar 2010 Borrower failed to reach agreement on lease surrender with the Tenant.

• March 2010 Borrower submitted a proposal to Servicer requesting an extension of the Loan but in 

return will inject ca. EUR 1.9 million equity to fund Capex works.

• April 2010 New Valuation requested, drop in market value resulted in an LTV breach by 5.04%.

» LTV Covenant: 80.5%  

» Q2 2010 LTV: 84.98% 

• April 2010 Servicer rejected Borrower proposal at Credit Committee. 

• April 2010 Servicer informed Borrower to comply/fulfil its obligations under the terms of the Loan 

Agreement.

• June 2010 Borrower will hold a meeting with shareholders to request that immediate repair is 

carried out in the Property to avoid Tenant terminating the lease.



Conclusion

 July 2010 IPD funds will be trapped if LTV Breach is not cured.

 LTV breach will become a Default after 2 consecutive quarters, if not cured

– Default notice will be issued to Borrower;

– Notification will be sent to Excalibur since they have the right to cure.

 Borrower is legally entitled to one year extension if there is no Default.

 Considering historical performance of the Loan, no cure of the LTV breach at Maturity 

will put the Servicer in a position to decide to:

a) Waive the LTV breach and extend the Loan;

b) Default the Loan and act in accordance with the servicing standard;

c) Transfer the Loan to Special Servicing for a maximum recovery to all Lenders.
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Hatfield Philips International Ltd

Investor Update Meeting 
End of Presentation
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