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I.


EXECUTIVE SUMMARY

RER Financial Group, LLC, and its affiliates (collectively “RER”), comprise one of the largest and most diversified real estate and financial consulting firms in the United States specializing in real estate and real estate related assets. Our accomplishments include the following:

1.
Ranked as one of the nation’s ten largest real estate asset management firms serving the Federal Deposit Insurance Corporation (“FDIC”) and the Resolution Trust Corporation (“RTC”).  RER has been charged by these Federal government agencies with the asset management and disposition of real estate and real estate related assets exceeding $1.5 billion. These assets included real estate and performing, sub performing and non-performing loans secured by real estate.

2.
Performed due diligence assignments on over $15 billion of real estate and real estate related assets for lenders, buyers and sellers, and assisted in the sale of over $1 billion of such assets as sales advisor and due diligence consultant.

3.
Acted as the sole general partner in a partnership with the FDIC which was responsible for the administration and collection of more than $425 million of judgment, deficiency and charge off accounts.

4.
Acts as real estate broker, property manager and leasing agent for government agencies, financial institutions, and other private owners of real property.  Specialties include income producing retail and office buildings, multifamily apartments, senior living facilities, industrial warehouse complexes, hotels, residential condominium and land development projects.  Our executives are called upon by the state courts system to act as receiver for these kinds of properties where adversarial proceedings require an independent expert to take control of a project in order to preserve and enhance its value.

5.
Provided real estate due diligence services to some of the largest investment banks, including Deutsche Morgan Grenfell, Chase Bank, Goldman Sachs, CS First Boston, Kidder Peabody, Salomon Brothers and Merrill Lynch Capital Markets, among others.

6.
Received favorable ratings from the Standard & Poor’s Ratings Group and Fitch Investor Services with respect to our real estate asset management and loan/special servicing abilities.

These accomplishments derive from our corporate philosophy of (i) clearly identifying and understanding our client’s needs, (ii) mobilizing our resources quickly and effectively when tasks are assigned, and (iii) staffing assignments with highly qualified professionals who are committed to achieving results which exceed our client’s expectations, on time and within budget.  The following specific services of RER are discussed more fully in this Corporate Overview:



( Commercial Real Estate Loan Due Diligence


      ( Debt Recovery/Collections



( Loan Servicing/Administration



      ( Receivership Services



( Economic Consulting and Appraisals



      ( Loan and Real Estate Advisory Services



( Regulatory Compliance



      ( Asset Acquisition, Management and Disposition



( Environmental Advisory Services



      ( Property Management and Leasing


( Loan Workouts & Restructuring and Asset Sales                  ( Real Estate Brokerage

II.


CORPORATE OVERVIEW & HISTORY

RER functions as one of the nation's largest real estate and financial consulting firms whose primary business is working with clients on the evaluation, due diligence, asset management, capital recovery, marketing and disposition of real estate and real estate related assets. Our offices in the greater Washington, DC area, Dallas, Texas, Boston, Massachusetts, and Boca Raton, Florida, are staffed with over fifty full-time professionals and support personnel. RER’s clients include many local and national real estate firms and investors, financial institutions and government agencies. RER is particularly well known to the Federal Deposit Insurance Corporation through our Standard Asset Management and Disposition Agreement (“SAMDA”) with the Resolution Trust Corporation, which we administered in our Boca Raton office, together with a variety of due diligence, loan sale advisory, and appraisal assignments completed by our Washington, DC and Dallas offices.  RER also completed its Regional Asset Liquidation Agreement (“RALA”) with the Federal Deposit Insurance Corporation, which was administered from our New York and Dallas offices.  Under our SAMDA and RALA contracts our firm resolved over 1,000 non-performing real estate loans and real estate owned projects with book values exceeding $1.1 billion.  Our firm has received favorable ratings from Standard & Poor’s and Fitch Investors Services, further evidencing our expertise in evaluating, managing, restructuring and recovering capital from real estate and loans secured by real estate.  

In addition to real estate asset acquisition, management and disposition, RER is one of the country’s most active firms in providing asset valuation and due diligence services to lenders who originate real estate secured loans for their own portfolio or for future securitization and sale and to buyers and sellers of pools of commercial real estate related assets and of Commercial Mortgage Backed Securities. Specifically, we have provided valuation and due diligence services on commercial real estate secured loans with aggregate book values in excess of  $12 billion.  Similar services were provided with respect to residential and consumer loans with aggregate book values in excess of $3 billion. RER’s role has involved due diligence, portfolio and individual asset valuation and the development of appropriate bid prices or maximum loan amounts, as applicable. 

Other areas of specialization include (i) recovery of judgments, deficiencies and charge off accounts held by financial institutions, (ii) economic consulting and feasibility studies for real estate and real estate related projects, and (iii) real estate appraisal services.

III.


DUE DILIGENCE SERVICES
RER has performed commercial real estate and real estate loan due diligence assignments for financial institutions, government agencies and other clients involving over 13,000 assets with aggregate book values exceeding $15 billion.  These assignments have involved over 60 portfolio due diligence projects as well as single asset due diligence engagements.  

On due diligence assignments, RER will tailor its tasks to our client’s specific goals and requirements.  For instance, due diligence underwriting assignments will, in consultation with our client, be structured differently for lenders in connection with loan originations, buyers or sellers of single assets or portfolios comprised of commercial real estate or real estate secured loans, or buyers or sellers of commercial mortgage backed securities.  In each case, RER will develop an inspection, review, analysis and reporting system specifically designed to accomplish our client’s objectives, and then staff that project with our professionals who are uniquely suited (through background in a particular property type and other factors) to obtain the sought for results -- on time and within budget.  Since we are “results oriented,” our focus remains fixed on achieving our client’s desired end result in connection with structuring, staffing and implementing our assignments.

Having our own appraisal and economic feasibility company is among the unique resources we have that provide that extra business advantage to RER due diligence clients.  In fact, the professional reputation of our appraisal staff is such that we have been called upon to undertake over 1,000 reviews of appraisals performed by other professionals.  Where demographic or other growth trends may materially alter a standard real estate analysis based on historical comparable prices, lease rates and concessions, our economic feasibility company is at our disposal in obtaining timely data, analysis and conclusions regarding population and business trends that may impact prices and values in the future but which are not currently reflected in the market.  Our extensive experience in the asset management and disposition of over $1.5 billion in troubled real estate and real estate related assets, together with our involvement, through affiliates, in the ownership of numerous real estate projects, adds insight in reading between the lines of leases, rent rolls, cash flow projections, survey and title matters and other information provided by real estate owners and prospective borrowers.

In these, and other ways, RER distinguishes itself in bringing added value to the performance of our due diligence assignments for the benefit of our clients.

IV.


ASSET MANAGEMENT,  ACQUISITION & DISPOSITION SERVICES
A.
Asset Acquisitions


The acquisition of assets enables RER to employ many of the disciplines in which it has developed a special expertise over the years.  RER’s entrepreneurial ownership and management provides the foundation from which attractive asset acquisition opportunities are identified and purchase terms negotiated.  RER’s economic consulting company assists in selecting from among many acquisition alternatives by identifying markets and product types that are undervalued and in the path of strong demographic and other market trends.  RER further identifies (a) owners of real estate related assets with unique motivations to dispose of their real estate and real estate secured loans (e.g., motivations arising from changes in regulations governing the banking or insurance industry, consolidation in the banking industry, financial reporting consideration of public banks who acquire target banks with problem assets, etc.), and (b) specific assets that are underutilized in the market, whether through mismanagement, poor leasing, poor positioning in the market or other factors.


Once an acquisition opportunity is identified, RER’s due diligence staff engages in the extensive investigation of the asset that has earned it high ratings as one of the best due diligence contractors in the industry.  RER’s comprehensive due diligence prevents surprises at and after closing.  After acquisition, RER has detailed reporting capabilities that provide a 



continuous stream of relevant information to the owner to ensure that any changes in asset performance are closely monitored and opportunities to enhance value identified.


RER’s acquisition of the office building which houses its suburban Washington, DC office is an example of the employment of some of RER’s acquisition talents.  This example involved the identification of a partially leased office building from a financial institution that had acquired it through foreclosure.  Not having intended to own that asset, and motivated in part by regulatory and financial statement considerations, the owner concentrated on a quick disposition of the asset on terms favorable to the buyer, rather than endeavoring to maximize the value of the asset prior to disposition.  RER identified the opportunity to acquire an underutilized and undervalued asset in a market which was improving.  RER then negotiated the price and terms of acquisition on the basis of a partially leased asset and through successful leasing efforts and the improvement in the market, closed on the acquisition of that building as a fully leased and successful income producing property.  RER has also been involved in the acquisition of loan portfolios and other real estate related assets for its own account.
B.
Single Property  and Portfolio Asset Management


RER has resolved over 1,000 non-performing loans and real estate-owned projects with combined book values exceeding $1.1 billion. To achieve these results, RER implements pro-active, daily asset maintenance functions which not only preserve, but also increase, the  asset’s or portfolio’s value and its overall marketability. These functions include curing information gaps or inconsistencies in documentation, reconciling outstanding tax, loan servicing or accounting issues, responding to borrower questions and coordinating with other involved parties to ensure that comprehensive information is available to all.


RER prepares disposition plans (or exit strategies) for all assets which it manages which require the most thorough level of due diligence. Every aspect of the asset is reviewed, analyzed and reconciled in order to develop a plan, which maximizes value over the time frame identified by the owner. Developing a realistic disposition plan requires that all disputes, claims and contingent liabilities are identified and resolved in order to effectively dispose of an asset.


While many of the assets managed by RER have been real estate owned, a significant number of such assets have been non-performing loans secured by real estate. Unlike real estate, loans require the cultivation of borrower relationships, adequate loan servicing/administration and a thorough knowledge of debt facilities (as well as the underlying real estate securing the loan). When a loan restructuring or foreclosure is the most likely solution, the asset manager must interact with legal counsel, title companies, appraisers, escrow agents and environmental firms. When a loan compromise is reached, RER often finds the “take out” financing to facilitate the compromise. Regardless of the course of action, which leads to the highest net capital recovery, RER’s asset managers are all well versed in the technical details leading to final resolution.

C.
Asset Business Plans


Major real estate secured loans or investments are earning assets -- or should be. Increasingly, professional portfolio managers insist on having a specific business plan for each major asset. Banks, thrifts and federal managers, receivers and conservators require asset-by-asset plans to focus attention on key decisions, and to provide a benchmark for measuring performance.


RER is a real estate industry leader in the preparation of business plans for real estate assets. Throughout the last decade, our key personnel worked directly with those who originated the concept of real estate asset business plans during our engagements with federal deposit insurance agencies. The plan formats developed by RER provide useful, timely information in easy-to-use forms, and guides to action, which are used as a basis for business decisions regarding the asset. RER asset plans include: (i) property plans, (ii) business operating plans, (iii) loan workout plans, (iv) financing plans, (v) servicing plans, and (vi) loan collection plans.


Each plan covers a single important asset or logical grouping for related assets, such as unsold lots in a partial development, unsold timeshare units, adjacent office properties or single-family homes and condominiums in the same market area.  An asset plan:


(
Summarizes key loan or property data in a convenient, readable, format;


(
Examines and reports on the competitive factors in the market; and


(
Analyzes alternative action plans for the asset, such as:



-
workouts, new third-party investment, or refinancing



-
foreclosure or deed-in-lieu



-
potential bankruptcies or litigation



-
further development or construction



-
build/sell decisions



-
collections and servicing



-
retail operations, sales, leasing


RER provides not only a concise report with well thought out recommendations, but also a specific plan for success (i.e., the steps and specific performance benchmarks to recover the maximum net present value on the loans and/or equity interest).  RER develops operating and capital budgets for the recommended plan of action which are tailored to meet cash flow needs. The plans reflect the time value of money, using opportunity discount rates based upon current financing assumptions. And they are designed to be implemented as written.

D.
Loan Restructurings


One solution to problem loans is restructuring.  In theory, a successful restructuring can revitalize a failing loan or property, bringing in new financial strength or allowing breathing room to let the market absorb oversupply.


In practice, loan restructurings can be the single most risky - and rewarding - element of a management plan. The owner and borrower may know more about the property and loan than the loan officer. And the loan officers who made and approved the loan may no longer be with the lender. Technical problems in the real estate, financing, development approvals, participations, and environmental issues (especially environmental limits in coastal states like Florida) can be excruciatingly difficult.  Far too many lenders' portfolios include so-called “restructured” loans that simply delay the final day of reckoning through concessions - often at costs that greatly increase risk of loss.


At RER, we specialize in understanding complex major real estate financing and the underlying properties so as to successfully represent our clients in loan Restructurings that work, and are based on a sound economic foundation. As your adviser and agent, RER can:


(
Analyze the situation to identify opportunities;


(
Work with legal counsel to develop a negotiation strategy and maximum leverage;


(
Design a specific approach, including both first offer and the “take” position;


(
Negotiate directly with owners, borrowers, and others involved;


(
Identify new financing and credit enhancements which may be needed;


(
Work with our client and his counsel in negotiating and documenting agreements with 



the other parties in the transaction;


(
Assist in obtaining regulatory reviews and approvals; and/or


(
Follow through, at closing and thereafter.

We know the techniques that can make a restructuring work in practice, as well as in principle; from FASB rulings through OTS and FDIC guidelines and the impact on capital requirements or cash flow needs. RER-negotiated restructurings are solidly based on what works in the marketplace.

E.
Loan Sales (Performing and Non-Performing Loans)


RER’s loan sale advisory services evolved as an outgrowth of RTC’s desire to sell loans and real estate on an accelerated basis in an effort to meet Congress’ RTC “sunset” mandate. As a major contractor for both the RTC and FDIC, RER has been on the cutting edge of the loan sale business, having participated in the sale of over 800 loans during the past four years.  The character of these sales have been from individual assets to the participation in bulk portfolio sales in excess of $1 billion. Through this experience, RER has developed a database of over 2,500 qualified loan purchasers who seek new opportunities on a regular basis. RER is positioned to provide a ready review of performing or non-performing loan assets utilizing the following process to determine the most effective method of disposition and ways to maximize value:


Due Diligence: RER staff prepares and delivers to the client due diligence and site inspection reports. The reports are completed following a comprehensive file review at the client's place of business (or at the Servicers location) and an inspection of the real property serving as collateral for the loan. RER notes all file deficiencies that could reduce the sales price of an asset and takes the necessary steps to cure such deficiencies. As an integral part of the due diligence process, RER prepares a valuation model detailing the assumptions a typical loan purchaser will consider in analyzing the value of the loan or loans. Through this model, RER provides the lender with a narrow range within which purchase offers will likely be procured, allowing the lender to decide whether or not to offer the loan or loans in their current condition to the marketplace.


Loan Sale Offering:  Once the due diligence is completed and the lender decides to offer the loan/loans to the market, a comprehensive Loan Sale Offering is prepared. Further, when dealing with a portfolio of assets, RER stratifies (determines the logical grouping) the assets if a bulk sale is indicated, thereby maximizing exposure and value. Utilizing the core data generated through the due diligence process, the Loan Sale Offering package includes, but is not limited to, an executive summary detailing the overall scope of the offering, individual due diligence reports on each asset, environmental assessments (where applicable), surveys, operating statements, lease abstracts and other asset specific data. Our objective in developing the offering package is to ease the prospective purchaser's due diligence review and to thereby accelerate and facilitate the loan sale process.


Marketing:  Following the client’s approval of the content and the format of the offering package, RER determines the most effective means of selling the assets, including direct buyer negotiations, sealed bids, securitization, auction or other disposition approaches. The primary objective is to market the portfolio to a cross section of local, regional and national financial institutions and private investors. RER coordinates all aspects of the investor response including the procurement and administration of Confidentiality Agreements, preparation and transmittal of Bid Packages, maintenance of investor logs, telephone inquiries and bi-weekly reporting to the client.

RER has a proprietary list of active purchasers of both performing and non-performing real estate secured loans, and the marketing of the loans is generally initiated with those parties. Additional market exposure is created through local and/or national advertising and through the distribution of a marketing package to a national database of prospects maintained by RER.

F.
Judgments, Deficiencies, Charge-Offs


1.
The Recovery of JDC Accounts


RER’s full-service loan recovery affiliate specialized in the management and collection of judgments, deficiencies and charge-off accounts (JDCs). As an owner of some 3,600 JDC accounts with aggregate balances in excess of  $425 million, RER provided its clients with access to the policies, procedures, people and systems it employs to recover JDCs for its own account.  RER’s experience and approach in collecting on assets that otherwise might be thought of as worthless is reflected in the following:



Recovery Philosophy RER’s recovery philosophy blends the most sophisticated professionals with the latest technology in an effort to generate near term collections at the optimum amount. The formula for our success is simple:



•
Employ experienced recovery agents who have lending and asset management 



backgrounds,



•
Provide team incentives based upon the achievement of goals and objectives,



•
Provide staff members with comprehensive and ongoing training and oversight,




•
Ensure cost effective and efficient management of the recovery process by using a sophisticated computer system called Recovery 1, and



•
Expedite the location of debtors and their assets by using comprehensive computer databases including Phone Disk Power Finder, DCS National Driver’s License, Prentiss Hall On-Line and credit bureau databases compiled by CBI and Trans Union.



Service Philosophy RER has the resources to service consumer, commercial and credit card portfolios of all sizes. As a service provider, RER manages, collects and/or sells JDCs on a fee basis for institutional holders, generating cash on an expedited basis. Accordingly, RER is able to accommodate any alternative which satisfies the holders particular need, whether to:



•
Establish a typical contingency fee management agreement whereby recoveries are allocated between RER and the client,



•
Establish a forward flow agreement whereby RER recovers the JDC accounts on an ongoing basis at a predetermined fee or price, or



•
Manage and collect the JDC assets on a fee basis as a third-party Servicer.



RER’s personnel are extremely familiar with the legal recovery process, skip tracing procedures, asset appraisal methodologies and loan servicing. RER is committed to maximizing recoveries by maintaining a highly competent staff that uses the latest technologies and training, and by passing through these benefits to our clients.


2.
Bulk Disposition of JDC Accounts



Should a client choose to liquidate their JDCs on an expedited basis as an alternative to the longer process of collecting upon each account individually, RER would employ its extensive experience in managing the JDC and loan sale process. Typically, RER staff includes the following steps in the JDC sale process:



•
Conduct comprehensive due diligence including stratification analyses to determine optimal pool size and composition,



•
Compile loan sale bid packages including Loan Sale Agreements and related documents,



•
Develop a comprehensive marketing program to ensure that the quantity and quality of bidders results in maximum sales prices, and


•
Manage bidding, closing and post-closing processes including confirmation of



puts and credits.



A loan sale advisory fee will be negotiated based upon the composition of each portfolio and/or the individual accounts placed for sale by the lender.

V.


LOAN SERVICING & ADMINISTRATION
A.
Loan Servicing & Administration


RER has consistently provided comprehensive and reliable loan servicing and administration to its clientele. We have had a successful track record of managing and servicing loan portfolios nationwide. RER’s loan administration division has experience with, and can effectively and efficiently manage, all servicing and administration aspects of your portfolio. Our expertise extends beyond the traditional commercial real estate loan, encompassing lines of credit, commercial loans, installment loans, constructions loans and residential loans. The most common escrow account as well as the most complex alternative mortgage loan product is accurately and carefully handled by our experienced staff.


Our extensive experience with real estate and loan servicing makes us the perfect choice for your real estate loan servicing needs. Activities routinely and accurately accomplished by RER’s servicing department include:




(
Responsive Customer Service




(
Efficient Cash Management and Investor Reporting




(
Taxes and Insurance Tracking (escrowed and non-escrowed)




(
Collateral Monitoring




(
Property Operating Analyses, Inspections and Tenant Tracking




(
Accurate Tracking of Alternative Mortgage Products




(
Payoffs and Assumptions




(
Collections, Workouts, Modifications and Default Resolution




(
Customized Reporting


RER’s sophisticated loan servicing software allows us to customize reports on portfolio performance to meet each client’s requirements. RER utilizes the AMICUS loan servicing system, which is considered to be one of the finest, most comprehensive and flexible systems available on the market today. We have the in-house versatility to accommodate changing client expectations through our technological ability to interface with ancillary software programs.

B.
Special Servicing


RER received favorable ratings from the Standard & Poor’s Ratings Group and Fitch Investors Service regarding our asset management and loan/special servicing abilities. RER has provided loan servicing on approximately $470 million in commercial loans and loans secured by commercial real estate. 

C.
Standard & Poor’s Commercial Servicer Evaluation
Standard & Poor’s Commercial Servicer Evaluation of RER, ranked RER’s asset management department as “above average”.  Among its conclusions, Standard & Poor’s notes that RER’s “professional staff has extensive experience in commercial lending, loan workout, and property management.  Internal procedures and controls meet and often exceed regulatory and industry standards.”

VI.


ECONOMIC CONSULTING & APPRAISALS
A.
Market Research/Economic Consulting


RER’s economic consulting division was established by senior professionals in the real estate industry with extensive experience in all aspects of market research and real estate valuations to provide economic consulting and commercial appraisal services for the real estate and investment communities. This division has responded to the growing need for traditional economic consulting and appraisal capabilities required by the current real estate market. RER has demonstrated the expertise to evaluate and resolve appraisal and valuation problems in order to arrive at a clear understanding of the underlying real estate, particularly involving large and complex properties. RER is unique in that it provides clients with both a complete understanding of demographic and other market trends, as well as a knowledge of trends in property values. RER’s client base for appraisal and consulting assignments includes government agencies, financial institutions, investment firms and private sector developers.


Economic consulting services provided by RER include, but are not limited to, (i) feasibility analyses for office, retail, industrial, single-family and multi-family residential, hotel, recreational and mixed-use developments, (ii) market analyses for public and private cooperative development of commercial and mixed-use projects, (iii) cost/benefit analyses of corridor-wide transportation system planning, (iv) impact analyses at highway inter-changes and mass transit stations, (v) recreational and entertainment studies, (vi) fiscal impact analyses to determine the net financial benefit of a development on the tax base and (vii) specialized economic analyses as they may relate to large scale developments and appraisals for commercial properties. Among RER’s economic consulting division’s clients are the following: Exxon Corp., High Associates, Weirton Steel Corp., RF&P Corp., General Foods, Inc., The Catholic Diocese of Richmond, The Donahoe Companies, Virginia Housing Development Authority, and the Cities of Pittsburgh, PA, Norfolk, VA, Youngstown, OH, Richmond, VA and Erie, PA.

B.
Appraisal and Appraisal Review Services


In establishing a national commercial real estate appraisal service, RER’s primary goal was to assemble a team of extremely well qualified MAI and staff appraisers that could provide timely, professional evaluations on real estate assets. Since its inception, this division has completed in excess of 400 full narrative appraisals and approximately 1,000 appraisal reviews across the country.


RER’s appraisal expertise covers a complete spectrum of property types including multi-family, residential, lodging, industrial, office, retail, single-family subdivisions, resorts, mixed-use and undeveloped land. Our appraisal staff prides itself on providing a professional, unbiased and independent third-party analysis of real estate including certified narrative appraisals, appraisal reviews, asset liquidation valuations, market and investment valuations and expert testimony services.

C.
Expert Witness


RER provides real estate and financial experts to assist counsel by testifying in judicial or administrative proceedings. RER evaluates the situation and provides experts who can testify in areas such as: adequacy of appraisals; realism and reliability of market studies; current values and market conditions; regulatory compliance; environmental hazards and compliance; construction management and cost controls; rental, leasing and sales progress; past and current pro forma projections; financing terms; and ownership structure.

VII.

ADVISORY SERVICES
A.
Regulatory Compliance


As a result of the real estate crisis experienced during the last ten years complicated by a prolonged economic recession, government oversight agencies, in an attempt to reduce taxpayer bailout costs, imposed greater constraints on financial institutions. The most severe of these constraints are embodied in the Federal Deposit Insurance Corporation Improvement Act of 1991. The desired effect of this Act was to impose sanctions on financial institutions that fail to meet five capital ratio noted out in the Act. These sanctions range from prohibitions against expansion and dramatically increased reporting requirements, to the closing of the institution if the government agency believes that the continued operation of the financial institution creates an immediate risk of loss to the government deposit insurance fund.  Many institutions had, and continue to have, a difficult time meeting these kinds of requirements as they have evolved to date, primarily because they are required to set aside large amounts of capital as reserves against future losses.  To meet these capital requirements, institutions must either raise additional capital or divest themselves of assets, especially those that are either non-performing or under-performing and require large capital reserves.


It is in the areas of asset disposition and reporting that the services of RER are particularly valuable to financial institutions. These services include:


Sales Advisory Services - RER will evaluate the assets in a financial institution's portfolio and value each asset in the portfolio.  RER will advise the financial institution of the most efficient method of disposition, either by the sale of individual assets or some form of bulk sale initiative, including securitization.


Asset Sales - Once the assets are valued and a disposition strategy agreed upon, RER with its network of institutional investors, investment and mortgage bankers, and private investors, will facilitate the sale of assets on our client’s behalf.


Reporting Requirements - RER has extensive experience in advising financial institutions on establishing internal management information systems and reporting formats to meet the requirements of all government oversight agencies.


Regulatory Liaison - RER executives have counseled, as a business consultant, many financial institutions with regard to their responsibilities to federal regulatory agencies and acted as a liaison with such agencies.  RER’s experience in preparing responses to regulatory examinations, including its expertise in the areas of asset quality, liquidity and asset valuations, has proved invaluable to many regulated financial institutions.

B.
Development of Management Information Systems

RER possesses significant experience in advising institutions on establishing internal management information systems and reporting formats to meet the requirements of government oversight agencies. For example, working from a microcomputer platform, RER system engineers translate legacy system generated financial extracts, such as the popular Salomon formats, into standard database structures. Subsequent reporting takes place by RER financial analysts in a graphic environment using workgroup analytical tools. Custom applications and automated reporting procedures also are coded using database development packages such as Access and Clipper.

C.
Corporate Real Estate Assets


Many corporations and financial institutions use or hold real estate incidental to their primary business. Often, real property interests are an organization’s most underutilized resource. RER's professional goal is to extract more income and create more value out of hidden or underutilized assets.


As a full-service national real estate consulting and asset management firm, RER’s corporate real estate evaluation and consulting services can assist in the following manner:


•
Identify and report on underutilized real estate;


•
Segregate and manage risks associated with leases, environmental issues, financing or



use;


•
Evaluate corporate real estate holdings given current market conditions;


•
Reposition and find better uses for under-used properties;


•      Improve cash flow;


•
Select properties for sale or joint venture; or


•
Sell or exchange real estate assets in order to, in appropriate cases, release capital to more productive corporate applications. 


RER surveys a client’s hidden assets, bringing to bear our experience as real estate managers for some of the nation's largest banks, thrifts, government agencies and companies. We consider all options, including:



-
different ownership structures



-
sale/leaseback transactions



-
offshore financing



-
hedging and currency implications



-
tax abatements, zoning and coastal limits



-
square footage allocations within an operation



-
renovations and additions



-
tenant improvements, landlord concessions and other leasing strategies

D.
Institutional Capital Conservation


In times of “overkill” on the part of institutional examiners and auditors, assets are often valued, and reserves established, based upon the asset's liquidation value. This liquidation value is based either on an “as-is” appraisal or a financial analysis by the regulatory agency using the same economic criteria as an “as-is” appraisal. RER has, when appropriate, convinced regulators that a particular real estate asset should be evaluated based upon its value as a “going concern” or its “investment value,” thus substantially reducing the required reserve.  

E.
Litigation Support


RER staff can work closely with your legal counsel to evaluate litigation risk and opportunities. With extensive experience, RER assists in the decision-making process with an evaluation of dollars at risk, together with recommendations on how, or whether, to proceed. RER does not engage in the practice of law, but we have worked closely with outstanding legal counsel in real estate litigation and bankruptcy proceedings involving real estate. Our approach to litigation support is designed to highlight strategic property and market factors and reduce risk, costs and delays associated with litigation.


RER utilizes the services of our own in-house attorneys to work with the firm's asset managers and outside counsel on a variety of legal matters including foreclosure, bankruptcy, appointment of receivers, and negotiating loan restructures and workouts. RER's counsel maintains an up-to-date compilation of the laws and practices involving foreclosure, bankruptcy, receivership appointment, and cash collateral orders in most jurisdictions.


With respect to client contract administration, RER’s Legal Department takes responsibility for the following:


(i)
The development, structuring and maintenance of:



1.
Case reporting systems for all client asset matters involving legal issues. These reporting systems are developed based on contract specifications and in conjunction with our client’s legal staff; and



2.
Contract compliance reporting systems so that all aspects of each contract are the subject of continual monitoring and compliance.


(ii)
Supervision of client transactional matters including:



1.
Selection and supervision of qualified local counsel.



2.
Structuring transactions.



3.
Developing and maintaining all client reports regarding transactional aspects of assets under RER management.



4.
Counseling the client's Asset Managers on the legal implications of dealing with borrowers and others holding an interest in a client's asset, as well as the legal issues which arise in workouts, restructuring, sales, litigation, bankruptcy proceedings, receiverships and other legal matters related to the management and recovery of capital from real estate assets.


(iii)
Supervision of litigation including:



1.
Participating in the evaluation, analysis and implementation of an appropriate 



election of legal remedies.



2.
Structuring and delivering reports to the client on all litigation matters.



3.
Soliciting legal budgets and monitoring adherence thereto.

F.
Second Opinion Underwriting


Major investment decisions, whether real estate or loans, are generally complex and involve considerable financial risks. RER assists in simplifying these decisions through the preparation of third-party reports, which identify strengths, and weaknesses of assets and makes recommendations for asset resolution in order to reduce risks.


RER’s reports highlight key income and expense ratios, market trends by property type and location and provide a specific recommendation on a five-point scale.

FIVE POINT SCALE


Rating


Explanations

1
Meets or exceeds client's standards and regulatory guidelines.



Low risk of default on facts shown.


2
Meets client standards and regulations.



Ratios/disclosures show moderate default risk which may be reasonably cured.


3
Does not meet all client and regulatory criteria, but can be modified.



Ratios or disclosures show curable default risk.


4
Significant risk that the transaction will go into default or be in violation.



May be renegotiated with significant work.


5
Recommend rejection, proposal has major inherent flaws or risks.


RER's recommendations are supported by concise citations to the application or proposal, with our backup computer-based analysis. Depending on the size and complexity of the loan, investment or underlying project, a full, detailed Analytical Report covering the transaction and our conclusions, or a Summary Report that highlights key facts, information, ratios and conclusions, will be provided.


This service has been provided to receiverships, conservatorships, trustees, federally insured financial institutions and federal regulatory agencies. Second opinion underwriting adds assurance and credibility to major financial decisions at a low cost and is available from RER on short notice.

G.
Lease Audit Services


RER’s real estate professionals also assist in the analysis of all new leases, renewals, amendments and terminations, to determine if they conform to loan requirements and the current market. We pay particular attention to any unusual lease concessions, use of premises, special conditions, tenant's financial condition and other factors which bear on the integrity of the income stream from the property. Further, RER analyzes the rent roll to identify percentage rent and lease roll-over risk. Once the analysis is complete, we summarize pertinent lease information on a lease summary form and forward the same to our client together with the lease. When analyzing a lease which requires lender approval, RER may be called upon to review all loan documents which may be affected by lease activity such as a master lease, rental achievement, tenant improvement and holdback agreements, etc., to determine if the lease complies with the applicable loan documents.


RER’s lease audit services may also prove valuable to financial institutions who occupy their branch or operations facilities as tenants. In these cases, RER reviews each property lease to assure that the landlord is fulfilling all of its obligations including ADA compliance, maintenance and safety.  Further, RER reviews whether proper rental rate adjustments and pass through items have been imposed, including the tenant’s proportionate share of annual Common Area Maintenance (CAM) charges and real estate tax and operating expense pass-through items, which are typically passed on to the tenant (the most common landlord impropriety).

VIII.

ENVIRONMENTAL MANAGEMENT SERVICES
A.
Phase I and II Environmental Site Assessment Review


Phase I - The purpose of the Phase I Environmental Site Assessment (“Phase I ESA”) is to provide a regulatory review to determine the status of a site, to identify obvious or likely signs of contamination on or about the property and to determine whether hazardous materials have been disposed of on or near the property. Such an investigation will generally include special resource concerns (i.e. wetlands, endangered species etc.), as the presence of these items may significantly impact the value of a property. The Phase I ESA aids in accurately defining the true value of property and serves, as a matrix for the development of a scope of work for additional studies should the same be required. RER has extensive experience in reviewing Phase I ESAs and incorporating the findings into management and disposition strategies. If a determination for further study is recommended and warranted, RER works closely with qualified environmental contractors and utilizes such tools as Phase I ESAs or other similar investigations to develop a Scope of Work for the performance of a Phase II Environmental Site Assessment.


Phase II - A perceived potential for an adverse environmental condition at a property may be revealed during a property inspection, Phase I ESA or other similar investigation. The potential existence of an adverse environmental condition will compel the need to perform a physical study of the property; this study is known as a Phase II Environmental Site Assessment (“Phase II ESA”). A Phase II ESA will characterize or analyze the condition of a property’s soil and groundwater for constituents which may exceed established guidance concentrations for excessive contamination as regulated by the Environmental Protection Agency (“EPA”) or other appropriate regulatory authority. The results of the Phase II ESA will govern what further actions will be required. RER evaluates the results of the Phase II ESA and provides a strategy for addressing any conditions which the Phase II ESA has identified, and also investigates all feasible alternatives.

B.
Contamination Assessment Report Review


Confirmation of an adverse environmental contamination on a property, which exceeds State or EPA guidance concentrations for excessive contamination, may require further action to mitigate further spread of the contamination and provide for an assessment of the extent of the contamination to both the soil and groundwater. This is accomplished so that a determination of an appropriate means of remediation, if any, may be evaluated and approved by the appropriate regulatory authority. In most cases, a plan for assessing the property must be presented to the regulatory authority prior to the commencement of the assessment. The document detailing the strategy for assessing the property will be presented to the regulatory authority in the form of a Contamination Assessment Plan (“CAP”).  RER works closely with environmental contractors and legal professionals when developing the CAP.  The completed CAP is then forwarded to the regulatory authority for review and approval.


Once approved, the property owner must proceed to the next step, the Contamination Assessment (“CA”). The CA, like the Phase II ESA, provides for a physical analysis of the soil and groundwater (or other element as stipulated by the regulatory authority). Unlike the Phase II ESA however, the CA is an exhaustive study whose sole purpose is to determine the furthest extent of the contamination so that compliance can be pursued and obtained. Although the CAP strategy presents the most reasonable means of determining the extent of the contamination, actual field activities may discover the need to make minor or significant changes to the CA. RER evaluates and determines if the alleged requirements are legal, necessary and practical by coordinating with the regulatory authority, environmental contractor and other appropriate resources. Once this determination has been made, the property owner is advised and the environmental contractor is provided instructions on how to proceed.


The results of the CA are reduced to a document known as a Contamination Assessment Report (“CAR”). A CAR illustrates the analytical findings and provides recommendations for remediation or other action as may be appropriate to the findings. At this juncture, the recommendation can be made for “no further action” if contamination is below State or EPA requirements for further action; “monitoring only” which consists of the monitoring of the groundwater for a stipulated period of time or performance of remedial action.

C.
Remedial Action


Remedial Action (“RA”) represents the act of curing the property of the known contamination. The system for remediation is proposed to the regulatory authority in the form of a Remedial Action Plan (“RAP”). There is a diverse range of remediation systems for curing a property of contamination. RER examines the RAP recommendations prior to submittal to the regulatory authority. The recommendations are evaluated to determine if the system proposed is the best alternative for clean-up; and that the system is practical, expedient, and likely to be approved by the regulatory authority. Once the RAP is approved by the regulatory authority, RER pursues its proper implementation by licensed contractors. From a management position, RER continues to monitor the progress of the RAP until full compliance is achieved.

D.
Regulatory Agency and Legal Liaison


RER appropriately and discretely maintains a constant line of communication with the regulatory authority when performing the tasks described in items A thru C above. RER pursues a cooperative relationship with the regulatory authority in order to achieve an optimal result. RER’s legal liaison is utilized for the purpose of conforming to the letter of the law and pursuing the most practical method of dealing with an adverse environmental condition.

E.
Contractor Review and Pricing

The ultimate goal in proceeding through the environmental process is to obtain confirmation of compliance. Coupled with this paramount objective is the comprehensive evaluation of contractor proposals. RER is greatly aware of the extensive cost associated with the environmental process. A key to the evaluation of environmental proposals is an “apples to apples” comparison. Since each site is specific to its needs, environmental contractors tend to provide bids which vary, sometimes greatly, in their methodology. RER utilizes several qualified environmental contractors to ensure proper evaluation among competing bids.  As explained above, RER works to develop a clear scope of work so that each contractor knows precisely what is being sought. RER seriously evaluates any comments an environmental contractor may have regarding the quality or the scope of work. When a contractor  recommendation or modification is deemed appropriate, RER will incorporate the same into the scope of work and provide all bidders with the scope of work amendment.

RER maintains documentation which is utilized to determine historically reasonable market prices for the costs proposed by an environmental contractor. RER utilizes a computer generated cost break down form for the bidding process. The completion of this form is mandatory for bidding. The cost information provided by the contractor is then input into the computer. A cost analysis is then performed together with verification of references and insurance, so that a contract award can be made to the lowest bidder providing the most comprehensive services in accordance with the scope of work.

IX.


BROKERAGE & PROPERTY MANAGEMENT SERVICES
A.
Commercial Brokerage


Over the course of the last four years, RER's staff of real estate professionals has successfully negotiated the sale of over 900 real estate properties (excluding loans secured by real estate) with an aggregate transactional value in excess of $460 million. Among the various types of real estate properties successfully sold by our professionals are: (i) office buildings, (ii) multi-family apartments, (iii) retail shopping centers, (iv) industrial/warehouse buildings and (v) undeveloped commercial land.


While many of the properties sold by RER have been of investment grade quality, a significant number of such properties were previously owned by the RTC or FDIC and suffered from deferred maintenance, environmental contamination, various forms of obsolescence of its components, and negative product image arising from insolvency and bankruptcy proceedings. Encumbered by these obstacles, RER employed aggressive, creative, yet realistic, marketing and disposition strategies designed to attract the distressed asset buyer.


In developing a marketing and disposition strategy for a property, RER thoroughly analyzes the real estate asset from the overall structural integrity of the improvements to the financial viability of the property's operations. We then compare the property with its competition in the market in order that we can present the offering in the most positive economic light. Supported by sophisticated, yet user friendly, marketing materials, RER's professionals quickly educate the investor about the asset's history, current status and potential.


Given the sheer number and often complex nature of the assets successfully sold by RER, our firm has developed a broad proprietary database of sophisticated investors, all of whom are financially qualified to respond to offerings in today's changing real estate market.


Property Marketing Plan/Asset Marketing Plans


To prepare for and properly advance the process of selling any real property, RER develops a formal marketing plan to effectively expose the property to the marketplace. The Marketing Plan typically includes:


(i)
Asset Description. This section generally describes the size, shape and dimensions of the property and site; available access and visibility; zoning; topography and easements (if any); an improvement analysis; and, if improved, an overview of the property’s historical operations, as well as its current operating status;


(ii)
Strengths and Weaknesses Analysis. To determine these attributes, a physical inspection of the property is conducted with a presentation to our client of our findings.  These findings generally identify any physical limitations and characteristics which may enhance, or detract from, the market’s perceived value of the property.  Finally, a review of the property’s competitive market area including comparable properties, significant neighborhood trends, strengths and weaknesses is undertaken.  RER’s real estate professionals meet with local authorities and review zoning, impact fees, ad valorem taxes, special assessments, water/sewer availability, development approval process and other matters to provide detail surrounding local issues having an impact on the property's marketability and value.  Only upon completion of this in-depth study can RER determine the strengths around which a property should be marketed, while suggesting ways to minimize perceived weaknesses.


(iii)
Establish Pricing. A pricing recommendation is made based upon recent comparable sales; current listings available within the marketplace; volume of available similar parcels/properties; and, development activity within the immediate market.


(iv)
Marketing/Advertising. The Marketing Plan concludes with a discussion of the means by which the property will be marketed and advertised including a detailed budget. This shall include defined avenues within the media, preparation of a brochure, on-site signage for additional exposure, photography, and other items consistent with RER’s experience and the client’s goals.

B.
Commercial Leasing


RER’s real estate professionals have successfully leased numerous commercial properties including apartment projects, retail shopping centers, office/warehouse facilities and office buildings. Through the implementation of progressive leasing strategies developed only after extensive research within the applicable market area, RER's staff has demonstrated an exceptional ability to enhance a property’s overall occupancy.


Knowledge is the core to any successful leasing strategy. RER's leasing process begins by interviewing the owner in order to understand the owner's financial objectives and the physical advantages and/or limitations of the property. By understanding these matters and the competitive market facing the owner, an appropriate leasing strategy is tailored to meet the unique requirements of the client with sensitivity to today's tenant.


As a part of RER's leasing responsibilities, the firm manages the tenant build-out process, always conscious of the owner's budgetary constraints. We carefully balance the interrelated schedules of tenants, architects and general contractors while adhering to the requirements of local codes and regulations. With the objectives of the owner being of paramount concern, the successful completion of this effort allows for the creation of a long term tenant/owner relationship of continuing value to the owner.

C.
Physical Property Management


Through RER's hands-on management efforts, our clients have enjoyed increased cash flow while holding commercial real estate properties, plus enhanced value upon ultimate sale. RER has successfully managed and leased in excess of 1,200,000 square feet of retail centers, office buildings, industrial/warehouse facilities, senior living centers and multi-family apartments.


RER’s property management services are not designed just to “manage” a property, but to enhance a property's investment value. RER is a recognized leader in asset preservation and value creation, whether the property management assignment involves our representation of government agencies, financial institutions or other private sector clients.


Value creation entails two basic concepts: (i) maximizing revenues, and (ii) controlling operating expenses. To maximize a property's revenue stream RER develops a pro-active leasing strategy, while managing existing tenants and tracking their financial viability. We accurately calculate common area maintenance charges and expedite the timely collection of all revenue. Concurrently, RER manages and minimizes (to the extent consistent with the quality of the building and its position in the market) all operating expenses including cost effective procurement of capital improvements, repair and maintenance services, building supplies and insurance. RER staff also will critique the level of real estate taxes and appeal assessments on the owners behalf if a reduction appears justified. Noting that each dollar saved creates a multiple of dollars in value, RER maintains daily consciousness of its cost control responsibilities.


As RER's property management mission focuses upon maximizing collections and being very efficient with regard to expenditures, RER is also committed to reporting its activity in an accurate and timely manner. Reporting includes budgeting income and expense estimates, tracking budget variances, reconciling operating and escrow accounts, administering the provisions of all leases and reporting results monthly in written format. While utilizing a number of standard property management software packages, as well as several internally-developed programs, RER also uses Yardi Systems' Commercial Property Module to better serve its clients.

D.
Broker’s Opinion of Value


While not a substitute for a MAI appraisal, a broker’s opinion of value, or the broker’s price opinion, provides a reliable indication as to an appropriate list price for a property. RER’s brokers are extremely familiar with the appraisal techniques employed in today’s real estate environment. Like the sales comparison approach utilized by MAI appraisers, the broker’s price opinion is based on the principle of substitution using recent sales activity to estimate the market value of the subject property. The broker gathers data on recent sales of significant comparable properties, verifies the sales and adjusts the sales data for the differences between comparable sales and the property being appraised on a per unit comparison basis. This information is used in conjunction with the broker’s experience and judgment to arrive at an indicated value. In those instances where reliable operating data is readily available, a discounted cash flow analysis or a direct capitalization methodology is undertaken, thereby supporting the value estimated by the sales activity.

E.
Receiverships


When conflicting interests regarding control of a real estate property or loan develop, it is quite often in the best interest of all parties to have an independent third party expert manage the asset in dispute. Typically, a court-appointed Receiver is the most efficient way to accomplish this goal to benefit all concerned parties.


While the duties of a Receiver may vary, depending upon the nature of the dispute, the status of the property and the scope of the assignment outlined by the court, a Receiver's primary responsibility is to manage property operations in order to preserve and protect the underlying collateral value of the asset(s).


Representative receivership assignments include major downtown office buildings, senior living centers, residential condominium projects, an organic recycling facility, operating tree farms, warehouse facilities, retail shopping centers and other income producing real property.

X.


REPRESENTATIVE CLIENT LIST
The following firms are representative of the clients for whom RER has provided the range of services described above.


INVESTMENT BANKS
OTHER CLIENTS


Salomon Brothers Inc.

Eastdil Realty



Morgan Stanley

Meridian Mortgage Corp.



Goldman, Sachs & Co.

Secured Capital Corp



Kidder, Peabody & Co.

The Carlyle Group



Merrill Lynch Capital Markets

The Hampstead Group



The Vanguard Group

Palmieri Group



CS First Boston Corporation

Colony Capital



Bear, Stearns & Co., Inc.

J.E. Robert Companies



Deutsche Morgan Grenfell

Prentiss Properties



BlackRock Capital Finance, LP

Northcorp Realty Advisors, Inc.



Freidman, Billings, Ramsey & Co., Inc.

Gemini Asset Management




BEI Management, Inc.





Corporate Life Insurance Company



GOVERNMENTAL AGENCIES

Oppenheimer & Co.


 
Federal Savings & Loan Insurance Corp. (FSLIC) 

Peterson Consulting




Resolution Trust Corporation (RTC) 

Erstmark, Inc.




Federal Deposit Insurance Corp. (FDIC)

Bridge Asset Management




Federal Home Loan Bank (FHLB)

CASC Corp




Farm Credit Insurance Corporation (FCSIC)

Strasburger & Price, LLP



Federal Home Loan Mortgage Corp. (FHLMC)

Popham, Haik, Schnobrich et al




Virginia Housing Development Authority

Subsidiary Consultants, Inc.



Urban Renewal Authority of Pittsburgh

J.B. Sparks & Co.




Norfolk Redevelopment & Housing Authority

Heller Financial






TransAtlantic Capital Corporation


FINANCIAL INSTITUTIONS

Criimi Mae, LP



Chemical Bank

Residential Funding Corp./GMAC



Security Pacific Bank 



North Carolina National Bank (NCNB)
ACCOUNTING FIRMS



Crestar Bank, N.A.

Coopers and Lybrand



Baltimore Federal Savings 

Kenneth Leventhal & Co.




Amwest Savings Bank

Price Waterhouse



Broward Federal Savings and Loan

Arthur Andersen & Co.




Dime Savings Bank



Union Bank, California



First Union Bank, Virginia



Union Savings Bank



Bluebonnett Savings Bank



Mission Bank



Comerica Bank



Franklin Federal Bancorp



Creditanstalt - Bankverein



        Chase Bank

         United National Mortgage
