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Introduction – Matthew Grefsheim

Matthew Grefsheim

Talisman 5 JER Sponda Michelet Romulus

DECO –14 Arcadia Can Sarioglu

DECO - 8 Challenge & Wrencote John Muldoon

Chatham Financial Mark Beckett

DECO –11 Wildmoor Northpoint Christie Ellinas

Titan 2006-1 Steigenberger Guy Higgins

Titan 2006-2 Velvet/Vivacon Gunther Kotz

Questions and Answers
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Section break
JER Sponda
Talisman 5

Michelet Romulus
Asset Manager           

Primary Servicing



Loan Overview

Name : JER Sponda Loan

Origination Date : 31 January 2006

Maturity Date : 15 January 2011

Principal Balance at Origination : EUR 71,844,650

Outstanding Principal Balance : EUR 65,996,123

Borrower level Swap/Cap : Blended rate 

INDEPENDENCE. SIMPLICITY. CONTROL.



Asset Location

Location: Finland

Population: 5.4 million

Unemployment: 9.1%

[Insert OS Map of Asset 
Location]

City Note

Helsinki: 4 retail assets

(1,178 sqm, 2% of rental income)

Lappeenranta: 7 primarily retail assets and hotel

(24,191 sqm, 38% of rental income) 

Jyvaskyla: 3 retail assets

(19,575 sqm, 26% of rental income) 

Hameenlinna: 2 primarily retail assets

(5,542 sqm, 13% of rental income)

Other (Jamsa, 

Rauma, Kemi, 

Kirkkonummi, 

Kouvola, Kemi):

6 primarily retail assets

(15,739 sqm, 21% of rental income) 



Portfolio Overview

Property Type : Office/Retail/Hotel

Total Net Lettable Area : 66,225 sqm

Current Net Rent : EUR 9,096,622 (Annual)

Current Net Income : EUR 6,546,330 (Annual)

Portfolio ERV (17/09/10) : EUR 10,235,100 (Annual)

Market Value (17/09/10) : EUR 88,450,000

LTV (Covenant 85%) : 73.82% 

Net income yield : 7.4%

Occupancy : 92.4%

Weighted Average Lease : 1.77 (year)

Largest 3 tenants (by income)

[Insert Picture of 
Asset]

[Insert Picture of 
Asset]

Tenant 1

Occupying 4,382 sqm

Gross Rent € 592,600 pa

Lease expiring 31/12/2018

Tenant 2

Occupying 1,886 sqm

Gross Rent € 293,385 pa

Lease expiring 31/12/2013

Tenant 3

Occupying 1,481 sqm

Gross Rent € 348,322 pa

Lease expiring 15/01/2013



Financial Overview



Financial Overview

FIRST Portfolio Financial Performance
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Overall portfolio turnover has grown at a rate of 4.3% per annum since 2007. 

2007 2008 2009

REVENUES 9,530 9,890 10,376

TOTAL COSTS 3,013 3,109 3,156

OPERATING MARGIN 6,517 6,782 7,220



Financial Overview

ICR Covenant:  1.45

ICR Trigger Level: 1.60



Timeframe of Primary Servicer Actions to date

• 9 April 2010 Borrower requested a 2 year loan extension to 15 April 2013

• 21 April 2010 Business Plan received explaining the reasons for the extension request as:

a) Difficulty in raising capital in Finland to refinance the portfolio

b) Capex investment to enhance further value in the portfolio

c) Exit through bundling assets into sub-portfolios for higher premium:

- Core Assets: Institutional Investors

- Development: Developers

- Non-Core and small Helsinki assets: Private Investors

• 1 June 2010 The Servicer inspected the Assets to better understand the Business Plan

• 24 June 2010 The Servicer presented the Borrower’s Proposal to the Junior Lender

• 25 August 2010 HPI Credit Committee and Junior Lender approved the extension request, pending 

other parties approval.



Cashflow Projections



Cashflow Projections



Conclusion

Basis of Extension Approval:

• Extension on 1+1 year basis provided there is no Default

• Full updated valuation report to be compliant with LTV covenant 

• Increase in hard amortization by 0.7% to be applied on a pro-rata basis between Lenders

• Quarterly sweep of € 360k on a pledged Capex Reserve account

• Year 1, 90% of Surplus cash sweep as principal payment to the Lenders

• Year 2, 100% of Surplus cash sweep as principal payment to the Lenders

• Full Cash Trap mechanism in case of Default

• Approval of Controlling Class Representative, Rating Agencies & Operating Advisor required
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Section breakArcadia Loan

DECO 14–PAN 
EUROPE 5 B.V.



Loan Overview

Name : Arcadia Loan

Origination Date : 20 December 2006

Maturity Date : 20 January 2014

Principal Balance at Origination : EUR 121,945,502

Outstanding Balance : EUR 121,248,163

Swap Value* : EUR 11,300,000 (Lender Level) 

Date of transfer to Special Servicer : 5 March 2010

Reason for transfer : Payment Default, ICR covenant breach (1,15x)

* Value is indicative only

INDEPENDENCE. SIMPLICITY. CONTROL.



28 Assets located throughout Germany 

Location: 28 assets located in the Federal Republic of 

Germany with emphasis on western states 

(83.67% of value)

Economic growth: exp. 2010 1,2%

exp. 2011 1,8%  

Unemployment: West: 7,4%

(2010) East : 13,7%



Portfolio Overview

Property Type : various/mainly retail

No. of Units : 28

Total Net Lettable Area : 88,320m²

Current Gross Rent : EUR 7,958,597

Current NOI : EUR 6,117,829

Portfolio ERV : EUR 7,958,597

Market Value (1/04/2010) : EUR 79,800,000

NOI yield : 7,67%

Occupancy : 95.61%

Largest 3 tenants (by income)

Tenant 1

Occupying 17,128sq m

Gross Rent € 1,338,120pa

Lease expiring: 11/2016

Tenant 2

(Eschweiler Property)

Occupying 7,500sq m

Gross Rent € 537,514pa

Lease expiring: 09/2016

Tenant 3 

(Lauterbach Prop)

Occupying 5,100 sq m

Gross Rent € 415,200pa

Lease expiring: 07/2016



Financial Overview

• Portfolio is 95% occupied, with slightly above (3%) and a weighted average lease term of 5,5 yrs. 

• 2010 valuation revealed a 40,2% reduction on 2006 valuation, mainly due to the yield movements (ca 300 bps upwards).
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Portfolio Rental Income by 

unexpired term in EUR

Market Value Net initial Yield Evolution

Market Value

Net initial 

Yield

# Property 2006 2010 2006 2010 in EUR in % in bps

1 BAUTZEN 21.660.000 € 11.880.000 € 5,79% 9,98% -9.780.000 € -45,15% 419 

2 BERGTHEIM 2.830.000 € 1.890.000 € 5,81% 8,76% -940.000 € -33,22% 295 

3 DANNENBERG (1) 3.010.000 € 2.100.000 € 5,57% 7,99% -910.000 € -30,23% 242 

4 DANNENBERG (2) 5.600.000 € 3.910.000 € 5,52% 8,31% -1.690.000 € -30,18% 279 

5 ESCHWEILER 8.440.000 € 5.280.000 € 5,09% 8,94% -3.160.000 € -37,44% 385 

6 FRANKFURT ODER 2.260.000 € 1.440.000 € 5,94% 9,77% -820.000 € -36,28% 383 

7 FURSTENSTEIN 2.120.000 € 1.250.000 € 5,99% 8,84% -870.000 € -41,04% 285 

8 HOLLE 3.300.000 € 1.930.000 € 5,49% 8,46% -1.370.000 € -41,52% 297 

9 KAHLA 1.730.000 € 1.060.000 € 5,59% 8,91% -670.000 € -38,73% 332 

10 LAUTERBACH 6.440.000 € 4.040.000 € 5,98% 9,00% -2.400.000 € -37,27% 302 

11 LOHNE 2.320.000 € 1.450.000 € 5,93% 9,27% -870.000 € -37,50% 334 

12 LUDWIGSHAFEN-OGGERSHEIM 4.250.000 € 2.230.000 € 4,83% 8,63% -2.020.000 € -47,53% 380 

13 LUNEBURG 7.450.000 € 3.610.000 € 6,04% 8,26% -3.840.000 € -51,54% 222 

14 MAINZ - UNDENHEIM 3.340.000 € 2.220.000 € 6,06% 8,57% -1.120.000 € -33,53% 251 

15 MARKT BIBART 2.510.000 € 1.680.000 € 6,05% 8,73% -830.000 € -33,07% 268 

16 OLDENBURG 2.550.000 € 1.550.000 € 5,53% 8,94% -1.000.000 € -39,22% 341 

17 REDWITZ 1.410.000 € 1.100.000 € 5,77% 6,96% -310.000 € -21,99% 119 

18 ROTTENBURG 3.450.000 € 1.480.000 € 5,72% 5,34% -1.970.000 € -57,10% -38 

19 SAARBURG 8.900.000 € 5.350.000 € 4,92% 8,35% -3.550.000 € -39,89% 343 

20 SALZGITTER - THIEDE 1.870.000 € 1.220.000 € 5,70% 8,54% -650.000 € -34,76% 284 

21 SCHONSEE 1.740.000 € 1.050.000 € 5,92% 8,74% -690.000 € -39,66% 282 

22 SCHWALBACH 3.150.000 € 2.010.000 € 5,56% 8,53% -1.140.000 € -36,19% 297 

23 SPEYER 5.120.000 € 3.450.000 € 5,55% 8,31% -1.670.000 € -32,62% 276 

24 SPIEGELAU 2.220.000 € 1.300.000 € 5,80% 9,37% -920.000 € -41,44% 357 

25 WACKEN 1.350.000 € 830.000 € 5,76% 9,16% -520.000 € -38,52% 340 

26 WALDKIRCHEN 2.720.000 € 1.420.000 € 6,05% 7,42% -1.300.000 € -47,79% 137 

27 WEINHEIM 19.300.000 € 12.170.000 € 5,48% 8,17% -7.130.000 € -36,94% 269 

28 WIEFELSTEDE 1.510.000 € 900.000 € 5,50% 9,12% -610.000 € -40,40% 362 

Total Portfolio: 132.550.000 û79.800.000 û 5,61% 8,68%-52.750.000 û-39,80% 307 



Timeframe of Special Servicer Actions to date

• Apr 2010 Transfer to Special Servicing

• Apr 2010 Control Valuation Event occurred and Controlling Party removed

• May 2010 Servicer met with Borrower and Asset Manager to discuss portfolio and workout options

• May/Jun 2010 Conducted site visits

• Jul 2010 Agreed with Borrower to dispose the portfolio based on the following terms:

a) Borrower will be continuing to perform day-to-day management;

b) Borrower will be cooperative during sales process;

c) Borrower get a certain fee upon disposal.

• Aug 2010 Servicer met with potential brokers to decide for marketing of the portfolio 



Conclusion

ÁPortfolio will soon be put into the market upon mandating a broker.

ÁPotential buyers are opportunistic buyers/private buyers rather than core-plus buyers due to 

relatively short weighted average portfolio lease term (ca 5,5 yrs) and inhomogeneous characteristics 

of individual assets within the portfolio.

ÁFlexible marketing options (sale of sub-portfolios and/or individual assets) should make disposal 

process efficient.

ÁHigh swap breakage costs and inferior locations of assets in tertiary German cities make a recovery 

at par not probable.
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Section breakChallenge & 
Wrencote

DECO – 2006–8UK2

John Muldoon

Vice President

Real Estate



Loan Overview

Name : Challenge & Wrencote Loan

Origination Date : 31 October 2005

Maturity Date : 20 January 2013

Principal Balance at Origination : GBP 3,000,000

Outstanding Principal Balance : GBP 3,000,000

Swap Value* : GBP -253,402

Date of transfer to Special Servicer : 18 February 2010

Reason for transfer : Non-payment of Debt Service

* Value is indicative only

INDEPENDENCE. SIMPLICITY. CONTROL.



Asset Locations – Croydon, Surrey

Country: UK

Population: 330,500

Unemployment: 4.2%

(source: National Statistics)

(source: GVA Grimley, May 2010 valuation)

Croydon Office Market

Space Availability 8.0mln sqft (Stable)

Prime Headline Rents £22.00/sqft (Stable)

Prime Yield (out-of-town) 6.25% (Stable)



Portfolio Overview
Property Type : Serviced Offices & Light Industrial

No. of Buildings : 3

Market Value (May 2010) : GBP 1,490,000

Wrencote, 
123 High St

13 Imperial 
Way

616 Mitcham 
Road

NLA (sqft) 2,941 5,851 31,711

Net Rent 
(£p.a.)

-11,967 25,000 -31,610

Occupancy 
(%)

36 100 30

ERV (£p.a.) 20,000 32,000 428,000

Valuation (£) 350,000 390,000 750,000

13 Imperial Way Wrencote 
123 High Street

Challenge House
616 Mitcham Road



Timeframe of Special Servicer Actions to date

• 18 Feb 2010 Transfer to Special Servicing due to non-repayment of interest & principal.

• 15 Apr 2010 Met with Borrower to discuss property information and business plan.

• 28 Apr 2010 Instructed valuation report.

• 11 May 2010 Inspected property with Borrower. 

• 14 May 2010 Final valuation report received.

• 01 Jul 2010 Appointed LPA Receiver and specialist Asset Manager. 

• 02 Jul 2010 The Special Servicer, LPA &, Asset Manager met on site to secure the three properties, meet with the 

staff and occupiers to agree initial management targets.

• 20 Jul 2010 Special Servicer approved the LPA’s recommendation to create a new SPV Opco, enabling new 

Licences to be put in place with all occupiers in Challenge House 

• 13 Aug 2010 Special Servicer held follow up meeting held at Challenge House to review the recommended 

workout/disposal timetable.



Conclusion
The Special Servicer has agreed a workout and disposal programme based on the research and recommendations 

received from the LPA and their appointed asset manager.

The strategy is as follows:

ü Wrencote House: to be sold with vacant possession - marketing commencing September 2010;



Conclusion
The Special Servicer has agreed a workout and disposal programme based on the research and recommendations 

received from the LPA and their appointed asset manager.

The strategy is as follows:

ü Imperial Way: to be sold with vacant possession – marketing commencing September 2010. The LPA is also 

exploring a number of potential special purchaser offers that may improve recovery;



Conclusion
The Special Servicer has agreed a workout and disposal programme based on the research and recommendations 

received from the LPA and their appointed asset manager.

The strategy is as follows:

üChallenge House: The asset manager has regularized the licence agreements by putting in place new agreements 

between the new Opco and the occupiers. Full services have been re-instated at Challenge House and a limited 

programme of capex improvements has been undertaken.

Having improved the condition and operation of the business centre, the asset manager is seeking to increase 

occupancy and income whilst the property is being marketed. 

Sales Agents have been appointed with a view to commencing marketing at the end of September 2010. 



Conclusion
The Special Servicer has agreed a workout and disposal programme based on the research and recommendations 

received from the LPA and their appointed asset manager.

The strategy is as follows:

üWrencote House: to be sold with vacant possession - marketing commencing September 2010;

üImperial Way: to be sold with vacant possession – marketing commencing September 2010. The LPA is also 

exploring a number of potential special purchaser offers that may improve recovery;

üChallenge House: The asset manager has regularized the licence agreements by putting in place new agreements 

between the new Opco and the occupiers. Full services have been re-instated at Challenge House and a limited 

programme of capex improvements has been undertaken.

Having improved the condition and operation of the business centre, the asset manager is seeking to increase 

occupancy and income whilst the property is being marketed. 

Sales Agents have been appointed with a view to commencing marketing at the end of September 2010. 
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Interest Rate Derivative Training

HATFIELD PHILIPS
QUARTERLY INVESTOR MEETING

24 September 2010
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What Chatham Financial Does

• Provide real estate investment companies independent advice and technology 
solutions for

• Interest rate hedging (Since 1991)

• Foreign currency hedging (Since 1991)

• IFRS or US GAAP hedge accounting and reporting (Since 1999)

• Web-based derivatives portfolio management system (Since 2001)

• Debt & Capital Structuring Advisory (USA only) (Since 2005)

• Web-based debt portfolio management services (FMS) (Since 2006)

• Specialist financial instrument valuations (Since 2008)

• Provide full-service hedging services for other sectors

• Healthcare

• Technology

• Hospitality

• Infrastructure

• Utilities / Energy

• Media / Telecom

• Industrial / 
Manufacturing

• Retail

• Education

• Financial Services

• Microfinance
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Our Approach to the Hedging Process

• Assess market risk exposure 
ŀƴŘ ǳƴŘŜǊǎǘŀƴŘ ǘƘŜ ŎƭƛŜƴǘΩǎ 
risk tolerance and business 
plan

• Identify simple but effective 
hedging alternatives to 
manage risks, integrating 
quantitative scenario analysis

• Begin documentation process, 
recommend appropriate bank 
counterparties, and negotiate 
fair credit & trading terms

• Provide global access to full 
hedge (and debt) transaction 
information securely via our 
SAS 70 (type II) certified web-
based platform

• Deliver ongoing service and 
unlimited analysis to support 
asset management decisions

• Provide experts to participate 
on conference calls with 
auditors or other stakeholders

• Provide unlimited access to 
triple-redundant live market 
pricing systems for pricing 
transparency

• Recommend execution 
strategies to achieve optimal 
execution pricing whilst 
respecting key banking 
relationships

• Ensure consistency, coherence 
and accuracy for ISDA 
documentation associated with 
all hedging transactions

STRATEGY

C O N S U L T I N G

C O O R D I N A T I O N

EXECUTION

TRACKING
&

FINANCIAL
REPORTING

/ƘŀǘƘŀƳΩǎ ǘǊŀƴǎŀŎǘƛƻƴ ŦŜŜ ƛǎ Ŧǳƭƭȅ ǘǊŀƴǎǇŀǊŜƴǘΣ 

success-based, size-discounted, and consistent 

across clients

Chatham advises on and transacts an average 

of $350 billion in interest rate and FX 

transactions annually

/ƘŀǘƘŀƳΩǎ ǎŜŎǳǊŜ ŘŀǘŀōŀǎŜ Ƴŀƛƴǘŀƛƴǎ ŀƴŘ ǾŀƭǳŜǎ 

daily more than 20,000 financial instruments
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3-month LIBOR vs Swaps
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How is the Swap Rate Calculated?

• The Swap Rate is a single rate whereby the sum of the interest payable at that rate 
equals the sum of the interest otherwise payable at the varying rates of the 
Forward Curve, all in Present Value terms
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Payments under my Swap

fixed

Borrower Receives

Borrower Pays

Borrower Receives

Borrower PaysBorrower Pays

Borrower Receives

Borrower PaysBorrower Pays

Borrower Receives

time

Floating Rate

time

Floating Rate

Swap RateSwap Rate

• In a Payor (Pay Fixed) Swap, the borrower pays the bank a net coupon when LIBOR 
resets below the Swap rate and receives a net coupon when it resets above the 
Swap rate
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What was my Swap Rate?
Yield Curves - Historic vs Current
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ω¢ƘŜ ōŀƴƪΩǎ ǘǊŀŘŜǊ ǿƛƭƭ ƴŜŜŘ ǘƻ ǘǊŀŘŜ ǘƘŜ ƻǇǇƻǎƛǘŜ Ǉƻǎƛǘƛƻƴ ƛƴ ǘƘŜ ƳŀǊƪŜǘ ŀǘ ǘƘŜ ǘƛƳŜ ƻŦ ǘǊŀŘŜ
ωJust as you have an obligation to make payments to the Bank, they have a similar obligation to the 
market
ωIf you wish / need to exit the swap early, the bank must replace your cash flow payments with 
what is available in the market at the time
ωThe bank will charge (or reimburse) you for the difference in the original Fixed rate and the rate 
available at the time of termination

Floating

Fixed = 0.83%

Market

Floating

Fixed = 5.52%

TraderBorrower

Swap Value = PV of the annuity of (Original swap rate – Current swap rate)

¢ǊŀŘƛƴƎ ŀ {ǿŀǇΧ

Trader Receives 

from Market

Trader Pays to 

Market
Floating 5.5228%

Floating 5.5228%

Floating 5.5228%

Original Trader Hedge

Trader Receives 

from Market

Trader Pays to 

Market

0.8323% Floating

Current Market Difference

Trader needs 

from Borrower

4.6904%

Year
Trader Receives 

from Borrower

Trader Pays to 

Borrower
1 5.5228% Floating

2 5.5228% Floating

3 5.5228% Floating

Original Swap
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/ŀƭŎǳƭŀǘƛƴƎ ǘƘŜ {ǿŀǇ wŀǘŜΧϧ {ǿŀǇ .ǊŜŀƪŀƎŜ

Fixed Payments Floating Payments

Period Fixed Rate Fixed Payment
Discount 

Factor
PV of Fixed Period

Floating 

Rate
Floating Payment

Discount 

Factor
PV of Floating

1 5.5228% GBP 1,376,907 0.98309 GBP 1,353,619 1 6.2080% GBP 1,547,745 0.98309 GBP 1,521,568

2 5.5228% GBP 1,361,776 0.96883 GBP 1,319,334 2 6.2988% GBP 1,553,134 0.96883 GBP 1,504,727

3 5.5228% GBP 1,392,038 0.95349 GBP 1,327,300 3 6.3293% GBP 1,595,340 0.95349 GBP 1,521,148

4 5.5228% GBP 1,392,038 0.93892 GBP 1,307,010 4 5.6416% GBP 1,421,987 0.93892 GBP 1,335,130

5 5.5228% GBP 1,376,907 0.92740 GBP 1,276,940 5 4.9991% GBP 1,246,348 0.92740 GBP 1,155,860

6 5.5228% GBP 1,376,907 0.91621 GBP 1,261,530 6 4.8339% GBP 1,205,154 0.91621 GBP 1,104,169

7 5.5228% GBP 1,392,038 0.90557 GBP 1,260,594 7 4.7154% GBP 1,188,547 0.90557 GBP 1,076,318

8 5.5228% GBP 1,422,300 0.89493 GBP 1,272,862 8 5.0658% GBP 1,304,627 0.89493 GBP 1,167,553

9 5.5228% GBP 1,376,907 0.88315 GBP 1,216,018 9 5.3966% GBP 1,345,456 0.88315 GBP 1,188,242

10 5.5228% GBP 1,331,515 0.87161 GBP 1,160,558 10 5.5197% GBP 1,330,784 0.87161 GBP 1,159,921

11 5.5228% GBP 1,422,300 0.85949 GBP 1,222,459 11 5.6218% GBP 1,447,793 0.85949 GBP 1,244,370

12 5.5228% GBP 1,376,907 0.84759 GBP 1,167,048 12 5.5191% GBP 1,375,985 0.84759 GBP 1,166,267

GBP 15,145,272 GBP 15,145,272

MTM: GBP 0

Fixed Payments Floating Payments

Period Fixed Rate Fixed Payment
Discount 

Factor
PV of Fixed Period

Floating 

Rate
Floating Payment

Discount 

Factor
PV of Floating

1 5.5228% GBP 1,376,907 0.99817 GBP 1,374,390 1 0.7331% GBP 182,780 0.99817 GBP 182,446

2 5.5228% GBP 1,331,515 0.99493 GBP 1,324,769 2 0.7788% GBP 187,758 0.99493 GBP 186,807

3 5.5228% GBP 1,422,300 0.99209 GBP 1,411,046 3 0.8485% GBP 218,513 0.99209 GBP 216,784

4 5.5228% GBP 1,376,907 0.98925 GBP 1,362,106 4 0.9369% GBP 233,581 0.98925 GBP 231,070

GBP 5,472,311 GBP 817,107

-GBP 4,655,204

Fixed Payments Floating Payments

Period Fixed Rate Fixed Payment
Discount 

Factor
PV of Fixed Period

Floating 

Rate
Floating Payment

Discount 

Factor
PV of Floating

1 5.5228% GBP 1,376,907 0.98309 GBP 1,353,619 1 6.2080% GBP 1,547,745 0.98309 GBP 1,521,568

2 5.5228% GBP 1,361,776 0.96883 GBP 1,319,334 2 6.2988% GBP 1,553,134 0.96883 GBP 1,504,727

3 5.5228% GBP 1,392,038 0.95349 GBP 1,327,300 3 6.3293% GBP 1,595,340 0.95349 GBP 1,521,148

4 5.5228% GBP 1,392,038 0.93892 GBP 1,307,010 4 5.6416% GBP 1,421,987 0.93892 GBP 1,335,130

5 5.5228% GBP 1,376,907 0.92740 GBP 1,276,940 5 4.9991% GBP 1,246,348 0.92740 GBP 1,155,860

6 5.5228% GBP 1,376,907 0.91621 GBP 1,261,530 6 4.8339% GBP 1,205,154 0.91621 GBP 1,104,169

7 5.5228% GBP 1,392,038 0.90557 GBP 1,260,594 7 4.7154% GBP 1,188,547 0.90557 GBP 1,076,318

8 5.5228% GBP 1,422,300 0.89493 GBP 1,272,862 8 5.0658% GBP 1,304,627 0.89493 GBP 1,167,553

9 5.5228% GBP 1,376,907 0.88315 GBP 1,216,018 9 5.3966% GBP 1,345,456 0.88315 GBP 1,188,242

10 5.5228% GBP 1,331,515 0.87161 GBP 1,160,558 10 5.5197% GBP 1,330,784 0.87161 GBP 1,159,921

11 5.5228% GBP 1,422,300 0.85949 GBP 1,222,459 11 5.6218% GBP 1,447,793 0.85949 GBP 1,244,370

12 5.5228% GBP 1,376,907 0.84759 GBP 1,167,048 12 5.5191% GBP 1,375,985 0.84759 GBP 1,166,267

GBP 15,145,272 GBP 15,145,272

MTM: GBP 0

Fixed Payments Floating Payments

Period Fixed Rate Fixed Payment
Discount 

Factor
PV of Fixed Period

Floating 

Rate
Floating Payment

Discount 

Factor
PV of Floating

1 5.5228% GBP 1,376,907 0.99817 GBP 1,374,390 1 0.7331% GBP 182,780 0.99817 GBP 182,446

2 5.5228% GBP 1,331,515 0.99493 GBP 1,324,769 2 0.7788% GBP 187,758 0.99493 GBP 186,807

3 5.5228% GBP 1,422,300 0.99209 GBP 1,411,046 3 0.8485% GBP 218,513 0.99209 GBP 216,784

4 5.5228% GBP 1,376,907 0.98925 GBP 1,362,106 4 0.9369% GBP 233,581 0.98925 GBP 231,070

GBP 5,472,311 GBP 817,107

MTM: (GBP 4,655,204)
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{ǿŀǇ .ǊŜŀƪŀƎŜΧŘƻ L ƘŀǾŜ ǘƻ Ǉŀȅ ƛǘΚ

• Χ¸ŜǎΗ   ΧōǳǘΧ

• You may be able to consider moving the current swap to another asset;
if the counterparty bank can get comfortable with the credit worthiness of the new 
entity that it faces

• If you are refinancing the original loan and extending a hedge, rather than completely 
terminating it, you may be able to embed the present liability into the new derivative, 
thus deferring its payment

• Using the liability presented on the previous page of GBP 4,655,204 owed, we can 
determine the additional spread to a new Swap rate:

• LŦ ǿŜ ǇƭŀŎŜ ŀ ƴŜǿ D.t мллƳƳ ǘǊŀŘŜ ŦƻǊ р ȅŜŀǊǎΣ ǘƘŜ Ψŀǘ-ƳŀǊƪŜǘΩ ǊŀǘŜ ǿƻǳƭŘ 
currently be 1.90%.

• Every basis point on this new trade is worth circa GBP 46,000 in present value 
interest (GBP 100mm x 0.0001 x 5[years] x Discount factor)

• Therefore to embed the liability, the Bank would seek to add 100bps to the at-
market rate (GBP 4,655,204 / GBP 46,000) generating an all-in new fixed rate of 
2.90%

• Technically there would be certain charges added to this rate to account for the 
banks risk: Trading, Credit and Deferral [loan] charges
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Could I just have remained Floating?

• tǊƻōŀōƭȅ ƴƻǘΧ.ŀƴƪ ƭƻŀƴ ŎƻǾŜƴŀƴǘǎ ŀƴŘ ƛƴǘŜǊƴŀƭ Ǌƛǎƪ ǇƻƭƛŎƛŜǎ ƭƛƪŜƭȅ ǊŜǉǳƛǊŜ ǎƻƳŜ ŦƻǊƳ ƻŦ 
hedging of the debt

• ! ǇǳǊŎƘŀǎŜŘ /ŀǇ ǎŜǘǎ ŀ ŎŜƛƭƛƴƎ άǘƘŜ {ǘǊƛƪŜέ ŀǘ ŀ ǿƻǊǎǘ ŎŀǎŜ ǊŀǘŜ ƻƴ ŀ ŦƛƴŀƴŎƛƴƎ

• Caps purchased for an upfront premium do not require credit

• If credit is available, and the situation warrants, the premium may be financed / 
deferred in a variety of ways

• ! {ƻƭŘ CƭƻƻǊ ŎǊŜŀǘŜǎ ŀ ΨōŜǎǘ ŎŀǎŜΩ ƛƴǘŜǊŜǎǘ ŜȄǇŜƴǎŜ ƻƴ ȅƻǳǊ ŘŜōǘ

• Sold Floors, like Swaps do require credit since you are liable to make payments to 
the bank in the future if the underlying index falls beneath the strike

Borrower Receives

time

Floating Rate

time

Floating Rate

Cap StrikeCap Strike

floatfloat

Floor StrikeFloor Strike

Borrower Pays
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What other hedges could I have done?

• Besides Swaps and Caps there are other different kinds of Interest Rate derivative generally 
available to a borrower to hedge their risk to rising rates

• Most hedge solutions tend to focus heavily on the Swap / Cap / Collar products

• These products are the most heavily traded and hence most efficient to price

• They are NOT products that contain hidden charges

• The Risk / Reward, or Payoff, is generally understood

• Other Products that you may come across:

• Swaptions

• Purchased ςOften used as a prehedge

• Sold ςOften used to restrict the future breakage

• Basis Swaps

• Used to switch Indices: e.g. 6-month LIBOR to 3-month LIBOR

• Cross-Currency Swaps

• Used to redenominate the cashflows, or repatriate defined cash streams

• Knock-in / Knock-out trades

• These trades appear or disappear upon the occurrence of a certain event, e.g. 
rates rising or falling to certain predefined levels
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Section breakWildmoor Northpoint Limited 

DECO 11–UK CONDUIT 3 plc

Christie Ellinas

Asset Manager

Special Servicing



Loan Overview

Name : Wildmoor Northpoint Limited

Origination Date : 5 June 2006

Maturity Date : 26 July 2010

Principal Balance at Origination : GBP 45,900,000

Outstanding Principal Balance : GBP 45,603,647

Swap Value : Expired (Borrower level)

Date of transfer to Special Servicer : 25 March 2010

Reason for transfer : LTV breach

Default in Special Servicing : Non-repayment at Maturity

INDEPENDENCE. SIMPLICITY. CONTROL.



Bransholme, Kingston-upon-Hull, North-East England



Bransholme, Kingston-upon-Hull, North-East England

Asset is located in the North-East of England

Location : Bransholme, a suburb of Kingston-upon-Hull.

Positioning : 4 miles North of Hull city centre. The property lies at the

heart of the one of the largest council estate in Europe and

serves the local community with its daily shopping needs.

Population : 301,000

Unemployment : c. 13.3%



Portfolio Overview

Property Type : Retail – shopping centre

No. of Units : 62 units plus 66 market stalls

Total Net Lettable Area : 189,445 sq ft

Current Gross Rent : GBP 3,382,901

Current Net Income : GBP 2,808,006

Portfolio ERV : 3,854,200

Market Value (Dec 2009) : GBP 25,750,000

Net income yield : 10.9%

Occupancy by NLA : 96.8%*

Largest 3 tenants (by income):

*Tenant 1 lease expires in 2021, however the tenant has vacated its unit. Excluding this Tenant 1, occupancy is 85%

Tenant 1*

Occupying 22,256 sqm

11.75% of NLA 

Gross Rent £165,000pa

Lease expiring 23/06/2021

Tenant 2

Occupying 16,245 sqm

8.58% of NLA 

Gross Rent £155,000pa

Lease expiring 24/12/2017

Tenant 3

Occupying 6,642 sqm

3.51% of NLA

Gross Rent £135,000pa

Lease expiring 24/12/2019



Financial Overview

The Loan is performing with debt being serviced quarterly. The weighted average remaining lease

term is 5.29 years* with 45.2% of roll off over the next 3 years. Top 10 tenants’ average lease expiry is

6.5 years, they account for 35.3% of gross rental income.

*Includes Tenant 1 lease which expires in 2021, however the tenant has vacated its unit

£0.0

£0.5

£1.0

£1.5

£2.0

£2.5

£3.0

£3.5

2010 2011 2012 2013 2014 2015

Annual rental income by unexpired term



Timeframe of Special Servicer Actions to date

• 25 March 2010 Transferred to Special Servicing as a result of a breach of LTV Covenant.

• 7 May 2010 Discounted Purchase Offer (DPO) received from Borrower.

• 14May 2010 Initial Special Servicing visited the site.

• 28 May 2010 Broker opinion value (BOV) obtained to benchmark and assess the DPO.

• 4 June 2010 DPO rejected, Borrower invited to submit a revised offer.

• 9 July 2010 Revised DPO received from the Borrower.

• 16 July 2010 Special Servicer carried out detailed site inspection. Immediate asset management

opportunities were identified which required further investigation.

• 26 July 2010 Loan maturity date – default due to non-repayment of the Loan.



Timeframe of Special Servicer Actions to date

Alternative strategies investigated:

• 23 July 2010 Asset Sale – Sales agents provided opinion as to the marketability of the asset

based on an immediate sale and what an achievable sale price could be. Consensus

reached that the sale price would be in excess of the DPO.

• 6 August 2010 Asset Management Opportunities – What opportunities could be executed by

extending the loan for 2-3 years? Consensus is that, with active asset

management, the sale price achieved in 2-3 years, on an NPV basis, would be

higher than pursuing an immediate sale of the asset or accepting the DPO at the

existing level.

The Asset Managers were asked to consider two options: active asset

management, or active asset management with an equity injection, assuming a

level of debt.

Further to this, we have explored enforcing security, either by instructing an LPA Receiver or an

Administrator.

• 20 August 2010 Reverted to the Borrower to see if they would improve the DPO.



Conclusion

The Special Servicer is assessing the work-out strategies recommended by asset managers which 

will result in either:

• Accepting the DPO

• Appointing an LPA Receiver / Administrator to:

üSell asset immediately; or,

üSell asset in the next 2-3 years, once cash flow has been stabilised through active 

asset management; or,

üExtend the Loan and replace the existing borrower with a specialist asset management 

entity who will commit new capital to enhancing the quality of the asset prior to sale.
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Section break
Steigenberger Loan

TITAN EUROPE 2006-1

Guy Higgins

Asset Manager

Primary Servicing



Loan Overview

Name : Steigenberger Loan

Origination Date : 24 August 2005

Maturity Date : 18 October 2010

Principal Balance at Origination : EUR 58,960,000

Outstanding Principal Balance : EUR 54,538,000

INDEPENDENCE. SIMPLICITY. CONTROL.



Postrasse 6 & 8, Frankfurt am Main, Germany

The Steingenberger and Inter-City Hotels are located next

door to each other in central Frankfurt at Postsrasse 6 and

8, a side street opposite the north exit of Frankfurt’s main

train station.

Location: Frankfurt, Germany

Population: 675,729 

Unemployment: 7.50%

Frankfurt has historically been a sought after hotel

investment market, showing considerable activity even in

today’s subdued investment climate. In recent years, a

number of Frankfurt hotels have changed hands, involving

all types of investors, i.e. property funds, private equity or

property companies.

[Insert OS Map of Asset 
Location]



Portfolio Overview

Property Type : Hotel

No. of Units : 2

Total Net Lettable Area : 23,424 sqm

Current Net Rent : EUR 5,006,280 (annual)

Current NOI : EUR 4,722,777 (annual)

Market Value (Jan 2010) : EUR 50,600,000

Net income yield : 9.33% (valuation 2010) 

Occupancy : 100%

Tenant : HMG Hotel Management and 

Service GmbH

Lease expiring : 31 August 2025

[Insert Picture of 
Asset]

[Insert Picture of 
Asset]



Financial Overview
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FINANCIAL OVERVIEW – RATIOS
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Timeframe of Primary Servicer Actions to date

• 30 Apr 2010 New valuation received reduces value from EUR 73.7m to EUR 50.6m (LTV 107.78%) 

• 8 May 2010 RIS Notice issued

• 1 Jun 2010 Updated Business Plan and 2 year extension request received

• Jul 2010 Legal opinion sought on condition for extension in TE 2006-1 Servicing 

Agreement requiring LTV of 71.50%

• 27 Jul 2010 Servicer Credit Committee hears proposed extension with considerations:

üLoan meets requirements for extension set under the Facility Agreement 

üLTV condition of Servicing Agreement not likely to be enforceable

üNote Trustee to be notified of amendment

üNo default possible under Material Adverse Effect clause due to LTV breach

üIncrease of 2% FF&E reserve to be requested to market standard of 4%



Timeframe of Primary Servicer Actions to date

• 18 Aug 2010 Borrower meeting and site Inspection in Frankfurt 

New hedging  requested 

FFE increase request rejected by the Borrower in favour of increase in amortisation profile 

from1.50% to 2.00% p.a. (post-extension)

• 1 Sep 2010 Credit approves extension subject to opinion of German and UK counsel  

• 8 Sep 2010 Legal Counsel confirms LTV condition in the Servicing Agreement is not likely 

to be enforceable in German Court 

• 11 Sep 2010 Notice issued to Note Trustee informing them of intention to extend maturity date

• Ongoing Amendment documents drafted by counsel awaiting confirmation of extended 

hedging by counterparty  



FINANCIAL OVERVIEW - PROJECTIONS

€0

€200,000

€400,000

€600,000

€800,000

€1,000,000

€1,200,000

€1,400,000

€1,600,000

€1,800,000

Q
3
 2

0
1
0

Q
4
 2

0
1
0

Q
1
 2

0
1
1

Q
2
 2

0
1
1

Q
3
 2

0
1
1

Q
4
 2

0
1
1

Q
1
 2

0
1
2

Q
2
 2

0
1
2

Q
3
 2

0
1
2

Q
4
 2

0
1
2

Income

Expenses

NOI

Debt Service



FINANCIAL OVERVIEW - PROJECTIONS
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Conclusion

• Unprecedented scenario.

• Servicer leveraged uncertainty in meetings with Borrower, achieving increase in amortisation payments. 

• Servicer maintained consistent communication line with Borrower to manage their expectations 

throughout process.
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Section break
VIVACON LOAN

TITAN EUROPE 2006-2 p.l.c

Gunther Kotz

Asset Manager

Special  Servicing



Loan Overview
Name : Vivacon Loan

Origination Date : 28 December 2005

Maturity Date : 18 January 2011

Principal Balance at Origination : EUR 168,390,000

Outstanding Principal Balance : EUR 165,443,177

Lender level Swap Value* : EUR - 586,909 (06/09/2010) 

Date of transfer to Special Servicer : 27 July 2009

Reason for transfer : Non payment of tax liability

* Value is indicative only

INDEPENDENCE. SIMPLICITY. CONTROL.



Portfolio in Nord Rhine Westphalia (West Germany)

Location: Nord Rhine Westphalia

(Dortmund, Herne, 

Recklinghausen, Castrop-

Rauxel, Wickede, Marl, 

Gelsenkirchen, Essen, Düren, 

Gladbeck)

Population: 81.7 MM (Germany)

Unemployment: 6.6% (West Germany)



Portfolio Overview

Property Type : Residential

No. of Units : 5,250

Total Net Lettable Area : 320,677 sqm

Current Net Rent : EUR12,864,418  p.a.*

Portfolio ERV (09/2009) : EUR 12,413,144 p.a.

Market Value (09/2009) : EUR 152,530,000**

Net income yield : 8.43 %

Occupancy : 79.5 %

•*Annualized based on June 2010 figures 

•** New Appraisal will be delivered soon



Financial Overview
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Timeframe of Special Servicer Actions to date

• 23 Jul 2009 Transfer to Special Servicing

• 11 Sep 2009 New valuation received at EUR 152,530,000 (origination value EUR 198,400,000)

• 1 Dec 2009 Appointment of Arsago/AREM as new Asset Manager

• Spring 2010 Implementation of a capex programme to refurbish 275 vacant apartments to bring 

them into a lettable state

• Spring 2010 Preparation of a Business Plan by the Asset Manager

•

•18 Jul 2010 Non-payment of interest and amortization on the Q2 2010 IPD, but retaining funds 

for future capax/refurbishment measures

• 30 Aug 2010 Instruction of NAI apollo to conduct new valuation

• 7 Sep 2010 Mandating KPMG to deliver a restructuring opinion to assess the Asset Manager’s 

Business Plan



Conclusions

• The Asset Manager selected by the Special Servicer is very committed

• Ad-hoc refurbishment programme started in spring 2010 to refurbish 275 apartments for EUR 965,000:

ümore than 200 apartments have been refurbished up to now, of which over 134 have already been re-let

ürent increase of over EUR 380,000 p.a.

üafter completion of the program rent will increase by EUR 800,000 resulting in an investment payback period 

of 1.2 years

• Increase in vacancy has been slowed substantially

• Borrower has been very co-operative



Next Steps

•Review of Property Management

• Workout strategies narrowed down to two options:

1. immediate sale of Properties in order to repay the loan

2. extension of the Loan by two years in order to refurbish the Properties reduce the vacancy 

and sell them thereafter

• Future workout strategy depending on outcome of restructuring opinion and      

valuation
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and
ANSWERS



Questions and Answers

DECO - 2006-8UK2 

Challenge & Wrencote

1) The recent valuation shows a high reduction in value.

• Has a comparison between this valuation and the closing valuation been completed?

• Has any suspicious assumptions in the closing valuation assumptions been identified? 

Answer:

The valuation of serviced offices and small business centres is notoriously difficult as they can fluctuate 

significantly depending on the level of occupancy at any given time. The May 2010 valuation is based on the 

significant deterioration in both occupancy and condition.

HPI may revisit the issue of valuer negligence, but the original 2005 valuation would have been based on the asset 

being in reasonable condition with better occupancy levels.

2) What steps is the borrower taking to reduce the very high LTV?

Answer: 

The borrower was unable to inject any new equity in to the structure, either to pay down the loan or facilitate 

capex to improve the asset. Their business plan failed to show how they could add value to the asset. 

Correspondingly, the Special Servicer enforced and appointed an LPA to administer the assets meaning the 

borrower is no longer involved. 



Questions and Answers

DECO - 2006-8UK2 

Challenge & Wrencote

3) The current occupancy is 51.7%; why is vacancy rate so high?

Answer: 

The high vacancy rate is attributable to three main factors:

i. The deterioration in the office market generally and the quantum of vacant space available for tenants to choose from in 

the Croydon area;

ii. the office space is in generally poor condition due to the borrower‟s failure to maintain the assets; and

iii. the fact that the administrator to the borrowers other company, who controls the former Opco/management company that       

ran the buildings, unilaterally served notice on all tenants to quit the premises before we had the LPA in place over the 

property assets. The result being that many tenants chose to vacate when they we given notice to do so.

4) What steps could be taken to increase the occupancy level?

Answer: 

The LPA has appointed a specialist asset manager to run the assets. In the case of Challenge House, steps are already in 

hand to undertake a limited capex spend to enhance the marketability of the space in the building. The number of enquiries 

from potential occupiers are starting to feed through. In addition to these enquiries, a number of small lettings have already 

taken place and negotiations are in underway with several other parties. 

Imperial way and Wrencote House are already on the market for sale, as the recommendation was that the major capex

spend required for Wrencote House could not be justified and it was better to sell it with vacant possession. 



Questions and Answers

DECO - 2006-8UK2 

Challenge & Wrencote

5) If occupancy levels were to reach a higher level; would that result in a higher property valuation?

Answer: 

Yes, in the case of Challenge House, but getting to a point where occupancy is high enough to really drive value may 

take a long time, so we are also exploring an immediate sale to see if the work undertaken to date makes the asset 

marketable. 

No, in the case of Wrencote as the capex required to get it properly let will more than offset the likely increase in value, 

as mentioned above.

Imperial way is already fully occupied but the tenant‟s reluctance to commit to signing long term leases, means that the 

100% occupancy (by way of short term licences) doesn‟t really generate a proper investment value. Advice from local 

real Estate agents is to sell the property with Vacant Possession, which is what the agents are now instructed to do. 

Talisman 5

Reindeer (JER Sponda) Loan

1) What are the options for loan refinancing at maturity?

Answer: 

The Borrower has advised that there are limited refinancing options available for loan portfolios based in Finland  

therefore a refinancing is not expected to occur upon maturity. The Borrower is instead focusing on a loan extension 

request in respect of the maturity.



Questions and Answers
Talisman 5 (continued)

Reindeer (JER Sponda) Loan

2) When was the last property valuation completed? 

Answer: 

The last valuation with lender reliance was carried out in July 2007. A valuation has been instructed by the Servicer in 

late August 2010 with the report due late October 2010.

3) The weighted average lease on the properties is fairly low (1.8 years). Why is this? What steps are being taken to 

improve the weighted average lease term?

Answer: 

The weighted average lease length is artificially low due to the significant volume of rolling leases within the portfolio for 

residential, commercial and parking space leases. 

4) There have been a total of 5 tenants vacating their properties recently? Would you say this is a high number? What is 

the reason for so many tenants vacating?

Answer: 

In the context of the portfolio 5 lease expiries is considered acceptable and have been countered by 4 new leases and 3 

lease renewals completed during the same period. The reason for the vacation was due to lease term expires.

5) Is the ICR presented on a CMSA basis?

Answer: 

A CMSA ICR as well as the Covenant ICR is reported every quarter. 



Questions and Answers

Titan Europe 2006-2

Velvet Loan

1) Is the servicer using part of capex reserve (EUR3.9m) to cover operating expenses (these have increased from 

EUR2.26min Q1 2009 to EUR3.4m in Q1 2010)? If it is a separate reserve, what is currently available to cover future 

operating expenses?

Answer: The funds will be used to cover both Capex and Opex, as necessary. 

2) What factors will drive the servicer to consider accepting the borrower‟s proposal to extend the loan to 12/2012 from 

01/2011? Will negotiations include the Class J noteholders, as the Controlling Class? 

Answer: 

The driving factor will be the NPV which can be realized for the noteholders. If the loan is not extended the properties 

will have to be sold immediately (as a refinancing will presumably not be possible). This scenario has to be compared to 

a scenario under which some capex will be spent to improve the properties and sell them thereafter. For the latter case 

the maturity needs to be extended. Negotiations will be carried out by the Special Servicer.

3) What you mean by „claims against affiliated companies‟? 

Answer: 

The Borrower has granted loans to its parent/grand-parent in 2006. According to the borrower these funds were used to 

pay interest/amoritization to bondholders on the parent/grand-parent level. These claims are still shown in the balance 

sheet as assets, although, accoriding to research of the Special Servicer, the parent/ grand-parent appears unable to 

repay these claims. 



Questions and Answers

Titan Europe 2006-2

Velvet Loan

4)  Provide an updated estimate of the investment needs of these properties (Capex required previously stated as      

EUR59m  in July 2009 by the new asset management firm).

Answer: 

The original capex figure of EUR59m was the amount considered necessary to completely refurbish the properties. The  

Asset Manager estimates EUR10m is the capex needed to be spent for the immediate and urgent issues.

5)  Will there be a new valuation in 2010 (previous one Sept 2009)? 

Answer: 

A new valuation has been instructed and details will be notified shortly following receipt of final report expected late 

October 2010.



Questions and Answers

Titan 2006-1 

Steigenberger loan: 

1) What is the current occupancy of the hotel (in % of the rooms available)? To compare: What was the occupancy of the 

hotel at closing and 1 year ago (in % of the rooms available)? 

2) What is the current actual collected WA room rate (in EUR per room)? To compare: What was the WA room rate at  

closing and 1 year ago (in EUR per room)? 

3) What is the current WA RevPar (in EUR per room)? To compare: What was the WA RevPar at closing and 1 year ago (in 

EUR per room)? 

4) Can you please include the information in the investor reports in the future?

Answer: 

The Servicer is not able to answer questions 1-4 (under “Steigenberger loan”) as this is sensitive market information 

that the Borrower refuses to provide. The Borrower meets their quarterly and annual reporting obligations but has no 

obligation to provide the requested data.

5)  Why is the VPV higher than the value with lease in place? 

Answer: 

VPV is higher than Market value as the Valuer considered that the properties would be of greater value to a Purchaser 

unencumbered by the current leases that are in place with the Hotel Operator.



Questions and Answers

DECO - 2006 -11UK3

Wildmoor Northpoint Limited

1) Could the short leasehold be re-geared with the freehold owner to increase the valuation (leasehold was 94 years at 

origination)?

Answer: 

With respect to the head lease with the Hull City Council, the leasehold could be extended until 2151 under a lease 

clause – currently the term is for 99 years commencing in 2001 ending in 2100.
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