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Immediately

after inventing

the furnace stove,
Ben Franklin
established the first
fire company and
the first'insurance

company.

Throughout History,
Successful Investors Know...

Timing Is Everything!

If you have property to sell,
your timing couldn’t be better!

Introducing NorthStar Real Estate Capital, LLC

NorthStar Real Estate Capital, 1LC is a privately owned investment firm
seeking multifamily assets. Our team of professionals are recognized
experts in the industry and specialize in the acquisition of stabilized
and value-added property.

We are seeking properties of 150 units or larger —

O S'l'ﬂl' though smaller assets will be considered on a case by case basis.
7d REAL ESTATE CAPITAL:

Contact Us Today!

Navigating Successful investments

For more information, please call 866-816-0123
or email vs at info@nsrecap.com

We are always happy to pay brokerage fees!
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NEW IN 2008: international report
Read highlights of global real estate news, market trends, and deals.

NEW IN 2008: Career news
Learn about CCIM designees’ industry awards, promations, and career changes,
To be included, e-mail details and color phatographs to magazine@ccim.com.

cIRE resource guides
Check out the new multifamily
resource guide, Use the CIRE
resource guide link to access archived
multifamily articles as well as stories
on techneclogy, marketing, husiness
development, office properties,
industrial properties, and tax issues.

CCIM [ &a
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More ofithe cuttmg edge news and
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reduce costs.

LEepeRs of the pack
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inpusTRIAL efficiency
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View this entire issue online or download it in easy-to-read PDF format.
CIRE’s e-book provides the same industry-leading stories and high-
guality charts and images. Online. All the time. Available March 1 at
WWW.ciremagazine.com.
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3 nmany markets across the U.S.
and around the globe, com-
mercial investment real estate
is holding its own and even
thriving. However, some areas of
the U.S. are in different stages and
varying intensities of a downward
economic cycle, which is affecting
sales velocity and leasing scenari-
os for office, retail, and industrial
space. Furthermore, the residential
market’s struggles, stress in the capi-
tal markets, and the tightened lend-
ing arena are making many inves-
tors nervous, causing them to sit on
the sidelines. However, while some
may think these conditions do not
bode well for commercial real estare
professionals, ane could argue that
these challenges are excellent news
for CCIM Iastitute members and
designees.

Tim Hatlestad, CCIM
President
TimH@ccim.net

r
Join CCIMs on the Hill

On April 16, CCIM Institute
members will meet with con-
gressional leaders and their
staff to increase awareness
of and generate support for
several pertinent issues in the
real estate industry. A Capitol
Hill visit orientation will be hekd
April 15 at the ].W, Marriott in
Washington, D.C., for CCIM
and Institute of Real Estate
Management members attend-
ing the Hill visit. For more
information about partcipat-
ing in the 2008 CCIM Capitol
Hill visit, go to www.ccim.com/
members/govaffairs/capitol _
hill.html or contact Vijay Yad-
lapati, CCIM Institute’s legisla-
tive liaison, at {312) 329-6033 or
vyadlapatn@ccim.com,
S
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How so? In thriving economic
times, the margin of error for com-
mercial real estate is very wide,
For example, high occupancy rares
can offset weaknesses in rents, and
smart financing choices can over-
come bad operational decisions. In
other words, there are many pres-
sure points in commercial invest-
ment real estate, such as acquisition
pricing errors, poor location choices,
and uninformed rent decisions,
which, 1n a thriving, expanding,
and growing market, arguably can
be overcome by other factors such
as abundant or inexpensive capital,
market momentum or growth, and
even just sheer luck.

Conversely, in difficult economic
times, the margin of error is very nar-
row. Property owners, tenants, inves-
tors, lenders, borrowers, and athers
in the real estate industry can't expect
miscues to be easily offset by other
market influences. In short, profes-
sionals need the benefits that the
CCIM Institute provides — Netwaork -
ing, Education, and Technology.

The networking opportuni-

ties provided by CCIM on local,
regional, national, and virtual levels
are excellent vehicles for obtaining
market knowledge, sharing ideas,
and gaining relevant information
on how to migrate through a down
market.

The CCIM educational offer-
ings are crucial to staying informed
and knowledgeable about leading
practices in the industry. Many of
the topics covered in the Robert L.
Ward Center for Real Estate Studies
courses are developed to provide the
skill sets necessary to make informed
decisions in any market.

The CCIM technology tools,
including STDBonline.com, CCIM
net.com, and the knowledge avail-
able at www.ccim.com are designed
and maintained to provide cutting-
edge resources and to help members
offer the best possible service and
data to their clients.

Ultimately, when the going gets
tough, the rough (and successtul)
look to the CCIM Institute and its
programs, products, and services to

get going.

The CCIM Institute, an affiliate of the Natlonal Association
of Realtors, confers the Certified Commercial Investment
Member designation to commercial real estate professionals

who have extensive training and industry experience and
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Now that our business is 40ing
public, how do we handle our
veal estate holdings?

WE KNOW.

Prudentiz]l CRES Commercial Real Estate combines the power of our

L. N -
/7] Prlldentlal exclusive nationwide network with the knowledge and experience of

our local professionals to deliver maximum results. OQur diverse
client base ranges from individual property ownera to Fortune 500

CRES Commercial companies. When you need solutions to your commercial real estate
Real Estate questions — WE KNOW.

42007, Anindependently owned and operated member of Prudential Real Estate Affiliates, Inc, (¥ Prulontinl 18 a registered service mark of The Prudential Insurance Company of America. Equal Housing Oppartunity, (5}



Paperless Payoff

Discover how going digital can
streamline your business.

by Todd Clarke, CCIM

@acing an overwhelming
number of files and docu-
ments to scan, some com-
mercial real estate pro-
fessionals resist converting their
brokerage from paper to digital,
hoping for an easier solution, How-
ever, those looking to increase ser-
vices while gaining a competitive
advantage may find 2 solution in a
modest technology investment cou-
pled with a modified work-

plans to PDF or CD-ROM for a
nominal fee,

While some brokerages scan doc-
uments right away, others wait untif
documents are ready to be transmitted,
thinking they are saving time. Before
beginning the scanning process, com-
mercial real estate professionals should
consider what will work best with the
current work flow. For example, if
documents are scanned upon receipt,

For example, a purchase agree-
ment signed by the seller of a prop-
erty located at a specific address
could be named: yourdatadirectory\
listings\6101SequoiaNWABQOA
Purchase Agreement-Buyer Allied-
SignedbySeller-12182007.pdf.

A naming system plus a Web-
based tool that allows users to create
a “virtual” closing room to upload
files allows clients, employees, and

other parties to check the

flow process. With the right
tools and patience, commer-

cial real estate professionals
will find that converting to

a paperless office is a spring-
cleaning shortcut to a long-
term investment.

Beginning the Process
While technology 1s a neces-
sary component for paperless
offices, adopting a process to
integrate digital documents
into the work flow also is |

Converting to a
paperless office is a

spring-cleaning shortcut

to a long-term
investment.

| status of transactions as
well as access relevant files,
Whether commercial real
estate professionals set up
their own online closing
rooms or use a national
company’s ctectronic clos-
ing room platform, the
always-open access these
sites offer all parties in
a transaction is unparal-

leled.

integral.

The first step is to scan all doc-
uments in a omely manner. [t is
important to get scanners that can
hold 30 pages, scan both sides of a
page in a matter of seconds, auto-
matically adjust for color or black-
and-white documents, and save to
a PDF through just one button. It
also saves time to have a scanner on
cach desk. If larpe-format documents
are involved, consider contacting
a local architectural supply company
to scan and convert building
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this allows brokers access to them any-
tme anywhere.

Companies also should develop
a file naming process that allows
all appropriate staff members, bro-
kers, and clients to easily access the
information. For instance, a con-
ventional naming process should
include everything needed to deci-
pher a file’s content without hav-
ing to open it. This includes prop-
erty name, city, client name, type of
document, status, version, and date,

J Organizing Storage
Once files are named, an
appropriate company-wide storage
method also must be determined.
For instance, files can be organized
within the company directory in a
most-accessed to least-accessed sys-
tem. The most-active directories
such as listings and clients can be at
the top, while the bottom directo-
ries can be archived files such as past
deals, closings, and client files.
Different directories should have
practical names, such as day-to-day,
listings, clients, and personal. Brokers



Using 504 Funds

Proceeds from Small Busi-
ness Administration 504
loans must be used for fixed-
asset projects such as pur-
chasing land and Imprave-
ments including existing
buildings, grading, street
improvements, utilities, park-
ing lots, and landscaping;
construction of new facili-
ties; modernizing, renavating,
or converting existing facili-
ties; or purchasing long-term
machinery and equipment.
For more information on
SBA 504 loans, visit www.
sha.gov.

The portion of the 504 loan
that is funded by the SBA
represents the least expensive
financing available in the com-
mercial mortgage industry for
small businesses — 6.03 per-
cent fixed for 20 years as of
December 2007. The blended
rates for the entire loan are
often significantly lower than
those of conventional loans and
can be fixed for the duration of
the 20-year to 25-year amorti-
zations. In addition, borrow-
ing from the SBA 504 program
does not preclude business
owners from also applying for
funding from the SBA 7(a)
program for working capital,
inventory, and other needs.

By forgoing the 504 loan
program and real estate own-
ership, business owners would
be disregarding one of their
best options for preserving cap-
ital, impraving cash flow, and
maximizing profits. Initially
they benefit from the lower
down payment requirement,
but as business owners reach
retirement age, they can sell
their business while retaining
and leasing the real estate as a
continuing income source.

Loan Qualifications

SBA 504 loans are available to
almost any type of for-profit
small to midsize business in
the U.S. with the exception of
financial services providers, pas-
sive real estate investors, com-
panies having a tangible busi-
ness net worth greater than $7
million, or companies with net
profits after taxes that averaged
more than $2.5 million during
the past two years,

Asan SBA lending program,
504 loans require applicants to
demonstrate job creation, export
potential, or other economic
development or public policy
goals, which are met easily for
the majority of applicants. The
funds must be used for capi-
tal expenses, including land,
buildings, construction, and
equipment. Owner occupancy
requirements are 51 percent
of the total square footage for
acquisition loans and 60 percent
for new-construction financing,

In addition, multiple busi-
nesses may be able to jointly
pool 504 financing if they
meet occupancy requirements
together. The loans require the
same amount of documentation
and due diligence as ordinary
commercial loans, and approval
processes also are comparable to
conventional loan processing.

For commercial brokers who
represent clients who wish to
own rather than lease space and
equipment, the SBA 504 loan
program is an effective tool for
closing deals. These brokers also
are providing added value to
their clients by informing them
of one of the least-known pro-
grams for property financing.

3 Christopher G. Hum is
1 president and chief execu-
tive officer of Mercantile
| Commercial Capital LLC,
d in Orlando, Fla. Contact
him at (866) 622-4504,
" www.S0dexperts.com,  or
info@marcantilecc.com.

+ More Time: FlexTIC gives investors and thewr advisors a solution far the
time constraints of the 1031 Exchange rules, providing more time 1o evaluate
future investment goals and solutions.

+availability: An "inventory” of TIC Interests in high-quality, long-term
leased properties Is available for investors to identify or purchase.

+Flexible Debt Replacementi: Debt is available to structure an exact match
1o an investor’s debt replacement requirement (subject to underwriting),
avoiding either additional debt or realizing taxabie “boot”.

+ Return on Investment: Sound investment s likely 10 provide a compet)-
tive return on investar's capital.

sy Exit: & unique call option can facilitate the sale of the wnwvestor's
FIexTIC investment back 1o FlexTIC in order to complete a future exchange.

Call today to solve your 45 day probiem.
For more information, call 1-877-690-1031 or email invest@flexstic.net
www.saveyourlQ3il.com

T

Flex

Tne 1031 Eserange Sohtion

A Co-Ownesship inlerest will be sold only through licensed real estate brokers o quanfied buyers, The valus
of this yansaclion 1o you depends upon lax conslderations and other factors which should be evalualed by
YOUr Lax, Tnancial and Ie%s\ 2dvisors belore you -nake a decision This is not an offer te sell or A sollgitatior
at ofters 1o buy, which wikl

anky be made by an DIfering Memaorandum. Mol available In New York

Rise and Shine CCIM Stars

If vou're an up-and-coming commercial real estate
professional in vowr marker and have held the GCIM
designation for five vears or less, don’t miss vour
chance to he named a CCIM Rising Swar,

Visit www.ciremagazine.com for complete details.
oty deadline is April 1, 2008,
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Paperiess Gains

® Quicker turnaround in
document management

e Improved staff efficiency

e Brokers freed from
office and paper files

e Reduced need for paper
storage

e Better client service
through faster response
time

can use the day-to-day directory
for e-mail, Palm files, Quick-
books, and other frequently
accessed files. The listings direc-
tory, however, could consist of
client properties, which could
be further disaggregated by
property type. Different from
the day-to-day directory, these
files usually are only accessed
occasionally. All files can be
archived after projects are com-
pleted or deals are closed.

It also is helpful to numeri-
cally label each directory. For
instance, directories 1 and 5
could be transactions while 2
and 6 could include client files.
In this case, directories 1 and 2
would be active deals and cli-
ents while directories 5 and 6
would be archives. Both new
and old information is orga-
nized in way that is easily
accessible for employees.

The directories also can be
sct up as shortcuts through the
keyboard. Using Windows XP
or Vista, users can right click
on any data directory and cre-
ate one compressed or zipped
fle to send to co-workers, cli-
ents, and qualifying brokers.

Backing Up

By organizing data based on fre-
quency of use, backing up fles
is an easy process. USB drives,
DVDs, and Blu-ray discs work

best for storage, depending on
the amount of data. Daily infor-
mation can be backed up using
a USB drive; weekly backups
can be burned to DVDs, which
can store up to 4.7 gigabytes in a
matter of an hour; and monthly
backups can be performed on
Blu-ray discs, a new genera-
tion of optical discs that hold 25
GB 16 50 GB of data and take
about four hours to fill. Once
this process is complete, storing
the backup drives in a safe place
can help maintain longevity of
the information.

If a temporary backup is
needed, external data drives,
varying in capacity from 160
GB to 2 terabytes, can be
connected through USB or
Firewire ports. Keep in mind
that these drives have a limited
lifespan and are subject to the
same safety and security issues
that affect [aptops and desk-
tops. Therefore, they should
only be used ro move data from
machine to machine or as a
temporary backup solution.

Ideally, the creators/authors
of the hles should be responsi-
ble for their personal backups,
with affice managers coor-
dinating a common off-site
location. In doing so, the com-
pany and employees can orga-
nize information in a way that
makes sense.

Commercial real estate pro-
fessionals not only will benefit
from eliminating paper and
clutter by going digital, but
important information also will
be secure while improving effi-
ciency and offering a competi-
tive advantage to clients,

Todd Clarke, CCIM, is chief
executive officer of NM
Apartment Advisors in Al-
buquerque, N.M. Contact
him at {505) 247-1411
or tclarke@nmapartiment.
com, For more information
on going paperless, see his blog at www.
amapt.comftech.
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REI Wise Commermal
Lease Analysis

To CCIM Jesiances.

RE! Wise's signature Commercial Lease Analysis platform

is now online. The software is designed for professionals
involved in commercial leasing including corporate real estate
managers, tenant rep. brokers, owner rep. leasing agents and real
estate consultants. Unlike other lease analysis products, RE| Wise
offers both Owner and Tenant analysis in one platform, praducing
industry-leading, fully-branded proposals. In 2007, CCIM Designees
analyzed over $7 billion in commercial real estate using REI Wise
investment analysis online. Now all CCIM Designees can access
two great RE| Wise products, for FREE!

Don't wait to take advantage of this special offer!

REI Wise Commercial Lease Analysis is now FREE to CCIM
Designees and CCIM Candidates receive 10% off their
purchase!

it's Advanced! it's Online! it's the Hottest Thing in
Commercial Lease Analysis!

TO REGISTER FOR YOUR FREF SUBSCRIPTIONS GO TO:
www.reiwise.com/stdb

Designees already registered with
REl Wise do not need o re-register.
Simpiy go to www. se.com to
log into the CLA platfc

REI Wlse

Financial Analysis and Marketing Software
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QI Questions

These strategies can help investors evaluate

qualified intermediaries.

by Stephen A. Wayner, JD

or investment property

owners, the current top con-

cern in a Section 1031 ex-

change transaction should
be safety of the taxpayer’s funds. In
the past decade, mismanagement
and malfeasance have resulted in a
handful of high-profile qualified
intermediary bankruprteies and re-
structurings, causing many inves-
tors to lose their sale proceeds
and be held liable for taxes

How can investors determine
if their funds truly will be secure
during a 1031 exchange? There
are a number of ways to evaluate
Qls, and each method has advan-
tages and drawbacks. The follow-
ing points are worth considering
before entering into a transaction
with a QI

Segregated Accounts. Instead of
co-mingling exchange funds, some

them on the lowest rung in the lad-
der of payouts from the bank ruptey
trustee. In these cases, unsecured
creditors typically receive a frac-
tion of lost sale proceeds. Unfor-
tunately, this was reaffirmed in the
most recent QI bankruptey case. A
QI that recently went bankrupt had
segregated accounts that did not
preserve investors’ sale proceeds
after the filing.

FDIC Insurance. Capped

on the gains from their re- f
linquished property sales.
These cases have created
an environment where
commercial real estate in-
vestors must carefully scru-
tinize their options in the
virtually unregulated QI
industry, “Will my funds
be secure?” is perhaps the
most important question
to ask a QI before enter-

The ultimate protection

for 1031 proceeds
is to use a QI that is
bonded and insured.

] at $100,000, FDIC insur-
ance often is publicized as
a source of protection for
exchange funds. However,
the $100,000 insurance cov-
erage provided is per depos-
itor. Most QIs title accounts
in their own names to meet
federal rules that restrict
investment property own-
ers from accessing exchange
funds. Thus, in cases of mal-

ing into an exchange {
transaction,

Choose Wisely

Safe-harbor rules prohibit invest-
ment property owners (rom pos-
sessing or accessing funds gener-
ated from the sale of relinquished
property in 1031 exchanges.
Instead, a QI must hold sale pro-
ceeds. Additionally, investors are
prohibited from using their own
attorneys, accountants, brokers, or
any related party as a QI; the 1031
exchange proceeds must be handled
by an independent third party.

16 Commercial Investment Real Estate

Qls segregate client funds into sepa-
rate bank accounts. Viewed by some
as the ultimate form of protection,
sccurity of funds in segregated
accounts is an illusion. Regardless
of Federal Deposit Insurance Corp.
protection, segregated accounts do
not receive any protection from
QI failure, malfeasance, or bank-
ruptey. [f a QI files for bankruptey,
deposit holders in the midst of 1031
exchanges with the QI are classi-
fied as unsecured creditors under
the U.S. Bankruptcy Code, placing

) feasanceor bankruptcy, the

$100,000 FDIC insurance
is shared equally among all parties
for whom the QI is holding funds.
Moreover, there is no guarantee that
a QI actually deposits funds from
its 1031 exchanges in a bank. A few
Qls have invested exchange funds
in stocks, derivatives, hedge funds,

.and any other unregulated, unin-

sured investment vehicles without
their chents’ knowledge. While not
iHegal, this is considered bad busi-
ness practice by repurable Qls.
Company Size. Another consid-
eration for investment property



