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A veteran industrial investor is looking for an equity part-
ner to team up on the acquisition of multi-tenant properties
from distressed owners.

Chicago-based HSA Commercial Real Estate wants to target
warehouse, distribution and light-industrial properties in the
Top 40 metropolitan areas, with a focus on Chicago, Memphis
and Milwaukee. 

HSA, which owns full or partial stakes in more than 10 mil-
lion square feet of industrial buildings, is focusing on quality
properties with cash-squeezed owners. It is telling prospective
partners that such properties are available at prices that trans-
late into an initial annual yield of 9-11% — or about 50% of
replacement cost. It will look at buildings with pending lease
rollover, as well as ones that need to be renovated. The return
goal is at least 15%. 

HSA wants a partner to kick $75 million of equity into the
joint venture in return for a 90% stake. HSA will supply $7.5
million and hold the remaining interest, while serving as
operating partner. With leverage, the venture would have $235
million of buying power. Placement agent Flint Creek Partners
of Fox River Grove, Ill., has been marketing the joint venture
to U.S. and foreign institutions, fund operators and family
offices.

HSA is willing to negotiate the fee structure and profit split.
It is proposing to charge a 1% acquisition fee, but no asset-
management fee. After the partner receives a 9% preferred
return, a “waterfall” profit split would be employed, in which
HSA’s share of profits would increase after certain return hur-
dles are achieved.

The company has identified 1.5 million sf of properties that
would be appropriate for the joint venture. It would also consid-

er selling 90% stakes in properties from its existing portfolio.
The company, founded by chairman Jack Shaffer in 1981,

lays claim to being the 10th-largest privately held industrial
real estate operator in the U.S. 

Broker Dennis Desmond has joined JonesLang LaSalle in Phoenix as a senior man-aging director. His mandate is to build aninvestment-sales platform in theSouthwest. Until now, the Phoenix officehas focused on leasing. Desmond previ-ously was a senior vice president ofTranswestern Commercial, where heworked for 16 months.
TIAA-CREF wants to hire a director of assetmanagement in New York. The stafferwould oversee investment strategies forindividual properties and assist withacquisitions and dispositions. At leastseven years of experience is required.

Limited partners have agreed to extendthe investment period for an $800 mil-lion Heitman fund by one year, toDecember 2010. Heitman has investedabout $300 million of the equity so far.The core-plus vehicle, Heitman ValuePartners 2, seeks a 12-14% return byteaming up with local operators on the

Townsend Clients Join Huge Brookfield FundTownsend Group, the big real estate consultant, has lined up $500 million of
commitments from its long roster of clients for a $5 billion club fund sponsored by
Brookfield Asset Management.The Townsend pool is the only block of U.S. money in the fund, which
Brookfield is expected to close within a few weeks. Toronto-based Brookfield is
kicking in $1 billion itself. Two sovereign wealth funds, China Investment Corp. and
Future Fund Australia, are also supplying $1 billion each. And three players are each
contributing $500 million: Canadian Pension Plan, Public Sector Pension of Canada

and Government of Singapore.Brookfield set a $500 million minimum for participants — a level too large for
nearly all U.S. institutional investors since the market turned down. So Townsend
pooled money from about a dozen unidentified clients to reach the threshold. The
Cleveland firm serves as consultant to roughly 85 pension funds, endowments,See TOWNSEND on Page 53 Top Execs Quit Fund Shop Liquid Realty Three senior executives have resigned from Liquid Realty, throwing a wrench

into the company’s plans to raise as much as $1 billion for its fifth fund targeting
the purchase of fund stakes in the secondary market.Chief investment officer Jeffrey Giller, the No. 2 executive, will leave by yearend.
Two other top managers left last Wednesday: Joshua Cleveland, who oversaw the
sourcing of investments, and Brendan MacDonald, who headed due diligence.

The departures left some limited partners upset with the San Francisco shop and
its founder, Scott Landress. In a contentious conference call in August, some
investors in Liquid’s $570 million fourth fund said they felt betrayed that the depar-
tures were coming so early in the life of the vehicle, which had its final close in late
2007. And when told that the three exiting pros had no future plans, some limited
partners pointedly questioned whether they were being told the truth. “It was 

See LIQUID on Page 10Distressed Calif. Resort Pitched to Investors The luxury Terranea Resort near Los Angeles is in play, but its fate will depend
in part on the FDIC’s auction of the failed Corus Bank’s real estate holdings.

Lowe Enterprises has defaulted on roughly $290 million of debt on the newly
opened oceanfront property — a $180 million senior loan from Corus and a mez-
zanine loan of about $110 million from Cascade Investment, an investment firm in
Kirkland, Wash., controlled by Bill Gates.Now Lowe and Cascade are approaching select investors via Eastdil Secured

about two possible resolutions for the 582-unit property. Under one option, an investor could simply buy Cascade’s mezzanine loan and
continue foreclosure proceedings that have already begun. 

The other alternative is geared toward an investor interested in keeping Lowe as
an operating partner. Under that proposal, the investor would kick in roughly $35
million of equity for a 50% stake. Lowe presumably would use the proceeds to
bring the senior and mezzanine loans up to date and to pay down principal. To

See RESORT on Page 5
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