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Ullico has provided a $27 million bridge 
loan to Crescent Heights for its Palladium 
Residences development in Los Angeles, 
Commercial Observer can first report. The 
project will include the construction of two 
28-story luxury residential towers on a former 
parking lot adjacent to the historic Hollywood 
Palladium theater.

The transaction closed on Tuesday and the 
financing was arranged by Cooper-Horowitz 
Principal Richard Horowitz, sources said. 
Horowitz confirmed the deal, but declined to 
comment further. 

Crescent Heights acquired the Hollywood 
Palladium—located at 6215 Sunset Boulevard—
and its adjacent 90,000-square-foot park-
ing lot in 2012, paying $55 million, according 
to Hollywood Patch. The L.A. City Council 
approved the Palladium Residences project in 
May 2016, according to the Los Angeles Times.

When completed, Palladium Residences—
being designed by award-winning architect 

Waterbridge Capital and Continental 
Equities are seeking up to $500 million in 
floating-rate, interest-only financing for their 
redevelopment of The Museum Building—a 
1.1-million-square-foot mixed-use 
project at 801 South Broadway in 
Downtown Los Angeles—sources close 
to the transaction told Commercial 
Observer. 

The debt will refinance a $165 million prede-
velopment loan on the landmarked property, 
provided by Jamestown in June 2016, as well 
as funding construction costs, tenant improve-
ments and leasing commissions. 

CBRE Capital Markets’ James Millon and 
Tom Traynor are arranging the $500 million 
financing, according to a deal memorandum 
shared with CO. Officials at CBRE declined to 

confirm or comment on the transaction. 
The property—constructed in 1912 

and formerly known as the Broadway 
Trade Center—previously served as a 
department store but is now being rede-

veloped into a state-of-the-art retail, hospitality 
and creative office property in downtown L.A.’s 
Historic Core.
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We’re really ingrained in 

these markets.’’
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When completed, the project will comprise 470,000 square feet of 
office space, 298,000 square feet of retail and a 117,000-square-foot 
hotel. The developers are said to be currently reviewing various pro-
posals from hotel operators to run that component of the project.

New York-based investment firms Waterbridge Capital and 
Continental Equities acquired the property in 2014 and have spent the 
last two years in the predevelopment stage, getting landmark approvals 
and putting a construction budget in place. Now, it’s go-time. 

Financing bids are due at the end of March, and the deal is expected 
to close in May. 

“A opportunity like this will receive a ton of interest from lenders, 
given the size and uniqueness of the project and given the fact that it’s 
likely going to go to the balance sheet world, where there’s still a chance 
to get that little bit of premium relative to some of other deals that are 
currently getting priced out there,” one source familiar with the financ-
ing opportunity said. 

A balance sheet execution makes the most sense because the 
building is undergoing an 18-month renovation prior to stabiliza-
tion, the source explained, adding that—for a trophy property such 
as this—he expects both banks and bigger debt funds to compete 
pretty fiercely. 

Downtown L.A. is in the middle of a major tech resurgence, and the 
property is already receiving significant creative tenant interest in 
addition to lender interest, a source familiar with the property said. 
“You can’t replace or replicate these buildings. The retail component 
has 25-foot ceilings and the office has 20-foot ceilings. Tenants—espe-
cially the Spotifys and Yahoos of the world—they want the exposed 
brick and 114,000-square-foot open-floor plans. This property offers 
that,” the source added.  

The building also boasts a 2.75-acre rooftop and is one of only two 
properties in downtown L.A. permitted to use the space, sources said. 
And use it, they will; the development will feature rooftop restaurants 
and various amenities including a pool. 

“The good thing about L.A. is that you can use the rooftop 365 days 
of the year. It’s not like Soho House in New York where you’re using it 
maybe seven months of the year. So, this is a big revenue generator,” 
one source commented.

Downtown L.A. is becoming an increasingly 24/7 live-work-play 
environment with 20,000 multifamily units on the way and retailers, 
like Whole Foods, Apple, Nike, Shake Shack and Sweetgreen, leasing 
spaces immediately around The Museum Building.

Officials at Waterbridge Capital declined to comment.  Officials at 
Continental Equities could not immediately be reached for comment. 
—Cathy Cunningham 

Hunt Mortgage Group has provided $187 
million in financing to Atlantic Housing 
Foundation (AHF) for a portfolio of affordable 
and student housing properties in Texas, Florida 
and South Carolina, Commercial Observer has 
learned.

The package includes $102 million in vari-
able-rate taxable financing from Freddie Mac, 
$83 million in fixed-rate financing through 
Fannie Mae’s tax-exempt bond execution—
which uses a mortgage-backed security as col-
lateral for a tax-exempt bond issuance—and $2 
million through a variable-rate execution from 
Hunt Mortgage Group. This was the first time 
the execution was used to finance student hous-
ing, according to the lender. Hunt Mortgage also 
provided additional project financing for the 
remaining property.

The portfolio comprises more than 3,500 
units of affordable and student housing across 
16 properties.

Dallas-based AHF promotes and preserves 
affordable housing for low- and moderate-in-
come families and currently owns and operates 
7,600 apartment units in 30 apartment commu-
nities. The nonprofit organization intends to 
reinvest over $14 million of this financing’s pro-
ceeds back into the properties to make green and 
other improvements. 

“AHF is a seasoned multifamily group that 
has owned and developed affordable and stu-
dent housing properties since 1999,” Paul 
Weissman, a senior managing director at Hunt 
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WATERBRIDGE...continued from page 1

Hunt Mortgage Lends $187M on Affordable 
and Student Housing Portfolio

Mortgage Group, said in prepared remarks. “In 
addition to providing high-quality affordable 
housing to low- and moderate-income families, 
AHF has awarded nearly $5 million in collegiate 
scholarships to working families since 2006 and 
provided 15,000 hours of social service program-
ming in 2017 alone. Our organizations’ mission 
alignment makes Hunt Mortgage Group and AHF 
a perfect partnership.”

Michael Nguyen, AHF’s president and CEO, 
commented, “It was a pleasure working with Paul 
and his team at Hunt Mortgage Group. Their inti-
mate knowledge of the Fannie Mae and Freddie 
Mac processes helped pave the way for a success-
ful, albeit very complicated transaction. Their 
experience and capabilities showed as they work 
to anticipate issues and helped closed the financ-
ing under a very tight timeline.”—C.C.

One of the portfolio properties, located in Houston, Texas.
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Rockwood Capital has sealed a $260 
million mortgage on Two Grand Central 
Tower, its 44-story office building in 
Midtown Manhattan, according to an 
announcement from Stroock, the law 
firm that advised on the financing.

Property records filed with New 
York City show that the lender 
is Metropolitan Life Insurance 
Corporation. Metlife’s debt will knock 
out a previous $200 million mortgage 
from J.P. Morgan from 2015 and adds 
another $60 million in leverage.

Rockwood bought the 650,000-square-
foot building in 2011 for $401 mil-
lion, according to the latest deed on 
file. The tower, at 140 East 45th Street 
between Lexington and Third Avenues, 
is home to the New York City offices of 
Rockwood Capital itself, as well as finan-
cial and wealth-management firms like 
Cortec Group, Banorte Securities and 
BBR Partners. The General Services 
Administration—the branch of the fed-
eral government that manages govern-
ment real estate—signed a 10-year lease 
for office space in the building that runs 
through mid-2023.

Representatives for MetLife, 
Rockwood and Stroock were not avail-
able for comment.—Matt Grossman

MetLife Lends $260M to Refi Midtown East Office Tower

Two Grand Central Tower.

Stanley Saitowitz of Natoma Architects— will 
include 731 apartment units and 75,000 square feet 
of retail space.

The two-tower development preserves the iconic 
landmarked theater it neighbors, which was built in 
1940. The venue is currently leased to Beverly Hills-
based events operator LiveNation through 2027.

The Hollywood market is very dynamic and ben-
efitting from a tech resurgence right now,” Casey 
Klein, Crescent Height’s head of development and 
capital markets, told CO. “It has a great live-work-
play environment and is an epicenter of activity. The 
Hollywood Palladium gives this development a lot of 
character, we’re extremely excited about it.”

Crescent Heights and Ullico have been transacting 
for more than 20 years, Klein said.

Matthew Downs, the regional manager of the 
northeast region, led the Ullico team in the financing.

This was another great opportunity to execute for 
a longstanding client,” Downs told CO.  “The iconic 
property is rich with history and location within the 
Hollywood submarket speaks for itself,” Downs told 
CO. Crescent Heights will be back in the market for a 
roughly $250 million construction loan in the next 
six to nine months, Klein said.—C.C.

HOLLYWOOD...continued from page 1
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A rendering of the Palladium Residences.
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PARADIGM COMMERCIAL REAL ESTATE
Fixed Rate Loans • Floating Rate Loans • Mezzanine Loans

Construction Loans • Preferred Equity • Defeasance Calculator

445 Central Ave., Suite 215  |  Cedarhurst, NY 11516
(516) 569-3454  |  www.paradigmcre.com  |  info@paradigmcre.com

Thank you AC Properties 
for allowing us to finance 

$1 billion for you over 
the past several years.

http://www.paradigmcre.com
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Bridge Investment Group has sealed a $49.5 
million purchase of a 427-unit multifamily com-
plex called Midpointe Apartments in Chicago 
from Castle Lanterra Properties.

Berkadia arranged the sale, which closed on 
Feb. 27, Castle Lanterra Founder and CEO Elie 
Rieder told Commercial Observer.

“The asset attracted considerable interest 
from regional owner-operators, and from highly 
respected institutional fund managers and pub-
lic REITs,” Rieder said in prepared remarks. “We 
chose this particular buyer because we were cer-
tain they had the financial wherewithal to close, 
and we felt they also had the operational exper-
tise to continue operating the property at opti-
mum levels.”

Castle Lanterra originally purchased the 
property—then donning the name Southgate—
in April 2014 for $28.5 million, and after making 
several capital improvements, Berkeley Point 
Capital refinanced the asset in June 2017 for 
$40 million.

The property, at 4050 West 115th Street in 
the Mt. Greenwood suburb of Chicago, consists 
of eight buildings. Castle Lanterra used unused 
storage space to make several upgrades to the 
property, including the development of a new 
leasing office, a resident lounge and a fitness 

center.
The firm also resurfaced, restructured and 

expanded resident parking on the premises, 
installed energy efficient roofs, new elevators 
and laundry rooms and revamped the proper-
ty’s landscaping. As part of its business plan, 
CLP renovated 30 percent of the units, add-
ing new flooring, stainless steel appliances 
and stone countertops, among a few other 
improvements.

“The upgrades enabled [us] to substantially 
increase NOI (Net Operating Income) and we 
were able to refinance the property for $40 mil-
lion in June 2017, which exceeded the projected 
year-five sale price reflected in our original pro-
jections,” Rieder said in prepared remarks. “The 
new 10-year loan is fixed at 4.05 percent with 
five years of interest only, which are favorable 
terms for the new owner given today’s rate envi-
ronment. The sale of Midpointe is a culmination 
of nearly four years of management-intensive 
upgrades, where we were able to reposition a 
dated and underperforming asset into a stable 
cash-flowing property.”

An official at Bridge Investment Group did not 
immediately return a call requesting comment. 
Berkadia could not immediately be reached for 
comment.—M.B.
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3-50 St. Nicholas Avenue.

MRC Lends $38M 
on Queens Mixed-
Use Development
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Bridge Investment Group Seals $50M 
Acquisition of Chicago Resi Complex

Midpoint Apartments in Chicago, Ill.

Madison Realty Capital (MRC) has provided 
a $37.5 million first mortgage to Queens-based 
developer AB Capstone to start construction on 
a planned 17-story, mixed-use building at 3-50 
St. Nicholas Avenue as well as purchase two 
adjacent commercial buildings in Ridgewood, 
Queens, MRC announced this week.

The loan proceeds were used to buy out an 
existing partner—who MRC declined to name—
pay off previous financing on the development 
site, fund the construction of the foundation for 
3-50 Nicholas Avenue and acquire two adjacent 
buildings at 16-37 Woodbine Street and 54-31 
Myrtle Avenue.

“This is a great example of our ability to rapidly 
evaluate and underwrite a deal with many mov-
ing parts, and we’re pleased to provide financing 
toward the development of a mixed-use retail, 
residential and office project by an experienced, 
high-quality sponsor,” Josh Zegen, the managing 
principal of MRC, said in prepared remarks. “We 
believe the completed property will be unparal-
leled in its market.”

AB Capstone’s planned 17-stor y, 
234,623-square-foot, mixed-use tower will be 
comprised of 129 residential units and will 
include 90,000 square feet of commercial space, 
3,300 square feet of community facility space and 
352 parking spaces. Once constructed, it will be 
the tallest building in Ridgewood and neighbor-
ing Bushwick, according to MRC.

“[Madison Realty Capital] came through for us 
with a single-source financing solution for our 
Ridgewood Assemblage,” AB Capstone’s Meir 
Babaev said in prepared remarks. “The process 
was smooth despite the accelerated time frame 
we required, and this financing enables us to 
move forward with our business plan.”

An official at AB Capstone was not immedi-
ately available for comment.—Mack Burke
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to a commercial parking lot. But it’s only about 
three-quarters of a mile—across the Van Wyck 
Expressway—from the area of New York City’s 
busiest airport where jumbo jets from UPS, 
Atlas Air and other freight carriers load and 
unload their cargo. Crain’s New York Business 
was first to report on the news this week.

“The property is strategically positioned 
to capture the insatiable demand for mod-
ern, last-mile distribution space located 
in highly populated urban areas,” Rob 
Hinckley, a managing director at HFF, said 
in a statement.

Construction is set to begin in the win-
ter months early next year. When the finished 
building is ready for tenants sometime during 
the summer of 2020, the three-story warehouse 
will offer ceiling heights of 23 to 26 feet and the 
ability for distributors to load from both its first 
and second floors, via truck ramps. According 
to a statement from Triangle Equities, it will be 
the first multistory warehouse in New York City 

with that capability.
In the meantime, the development company 

will continue to operate the property as a parking 
lot—a rare example of a developer realizing posi-
tive cash flow on land awaiting construction plans.

A pair of architecture firms, Craft Architects 
and GF55 Partners, is designing the build-
ing, and March Associates will manage the 
construction.

Triangle Equities has mostly worked on retail 
projects in the past, but Weingarten said the 
company has seen the writing on the wall in 
that sector.

“We take a lot of pride in our ability to iden-
tify long-term shifts in the economy and to 
invest along with that change,” he said. “As 
retail developers in the past, we’ve seen our 
tenants experience the shift from bricks and 
mortar to e-commerce.”

With investments in a brand-new air cargo 
facility in a densely urban area, Triangle will 
look to ride that trend to the bank.—M.G.

Triangle Equities has secured a $32.1 mil-
lion financing package for the development 
of a 300,000-square-foot industrial ware-
house near John. F. Kennedy International 
Airport, according to an announcement from 
HFF, which arranged the deal.

The capitalization, which will fund land 
acquisition and construction planning, con-
sists of a $19 million floating-rate loan from 
Citizens Bank and a $10.1 million joint-ven-
ture investment from a state pension fund 
through L&B Realty Advisors. Triangle and 
its partner Township Capital rounded out the 
arrangement with their own equity investment. 
(The size of their combined equity contribution 
wasn’t specified.)

Josh Weingarten, a project manager at 
Triangle, declined to identify the pension fund, 
saying only it was from the Midwest.

The three-acre site at 130-120 South Conduit 
Avenue in South Ozone Park, which the 
group bought for $25.4 million, now is home 

Retail-Focused Triangle Equities Secures 
$32M Package for Air-Cargo Warehouse
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A rendering of 130-120 South Conduit Avenue.
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and book signing with Sam Zell, chairman of Equity 
Group Investments, as well as in-depth panel 
discussions with more than 40 of the industry’s 
leading CEOs, bankers, lawyers, analysts, and 
investors. More than 500 industry professionals 

attend the Symposium each year and also are active 
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The ownership duo of Muss Development and HomeFed 
has secured a $198.3 million refinancing on its Brooklyn 
Renaissance Plaza mixed-use complex in Downtown 
Brooklyn, according to a filing that appeared in public records 
on Tuesday.

The mortgage, from CGA Capital, appears to knock out previ-
ous debt from The Bank of New York Mellon. Delaware-based 
Wilmington Trust is trustee for the loan.

Jason Muss, the principal of Muss Development, confirmed 
the financing in an email.

“Brooklyn Renaissance Plaza remains 100 percent leased and 
has been successfully operated by Muss Development for 20 years 
since we completed construction in 1998,” he wrote.

The complex includes the 24-story New York Marriott at 
The Brooklyn Bridge hotel, as well as a 32-story office build-
ing and a garage with almost 1,000 parking spaces. Muss and 
Leucadia National co-developed the property in 1998, when 
the 667-room Marriott represented the first new hotel to be 
built in the borough since the years after World War II.

Four years ago, when Leucadia acquired a majority share in 
HomeFed—a Carlsbad, Calif.-based residential developer—it 
compensated HomeFed in part by transferring its 49 percent 
ownership stake in Brooklyn Renaissance Plaza, The Real Deal 
reported at the time.

The office tower, at 350 Jay Street near the base of the 
approach to the Brooklyn Bridge, hosts several government ten-
ants, including the New York field office of the United States 
Secret Service. That agency’s lease expires in October, and the 
office did not immediately respond to a request for comment 
on its plans. The New York City Law Department—the agency 
that represents the city in legal proceedings—the Brooklyn 
District Attorney’s Office and the New York City Employees’ 
Retirement System number among the other public tenants 
with space in the tower.

Municipal Credit Union leases a storefront for a retail-bank-
ing center on the ground floor.

Representatives from HomeFed and Wilmington Trust did 
not respond to requests for comment.—M.G.

Muss Development, HomeFed Nab $198M 
Refi on Brooklyn Renaissance Plaza

Brooklyn Renaissance Plaza.

C-III Lays Off 30 From Its 
Special Servicing Group

A round of layoffs took place March 1 at C-III 
Asset Management, several sources close to 
the situation told Commercial Observer.

Approximately 30 asset managers within 
C-III’s special servicing group were let go 
at its servicing headquarters at 5221 North 
O’Connor Boulevard in Irving, Texas. The 
professionals have an employment end date 
of March 31, sources said. 

Sources told CO that a second group of 
special servicing professionals would also 
be laid off, but this could not be confirmed 
by press time. 

With the commercial mortgage-backed 
securities wall of maturities behind us, a 
significant decrease in special servicing 
business industry-wide was only a matter 
of time, one source said. “It’s really a crater 
we’re talking about here [in that business]—
not a dip,” the other source said.

One of the largest special servicers in 
the U.S., C-III provides special servicing for 
mostly legacy CMBS transactions but is also 
the special servicer on 11 CMBS transactions 
post-2013, according to a July 2017 report by 
Fitch Ratings.

Approximately $32.5 billion of C-III’s $61 
billion CMBS special servicing portfolio 
was scheduled to mature by year-end 2017, 
according to the Fitch report.

Officials at C-III declined to comment.—C.C. 

Workforce
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The Takeaway
      CMBS Delinquency Rate Continues to Fall, Office Properties Lead

“After a few monthly increases last spring, the CMBS delinquency 

rate has fallen for eight consecutive months,” said Sean Barrie, an 

analyst at Trepp. “February’s reading clocked in at 4.51 percent, down 

32 basis points from January. Thanks to lenders and borrowers re-

solving loans from the wall of maturities at a quick pace, the delin-

quency rate has nearly receded to its February 2016 post-crisis low 

of 4.15 percent from. After a sharp increase in January, the lodging 

delinquency rate sunk 128 basis points to 3.23 percent last month. 

Over the last 12 months, no major property type has undergone a 

larger rate improvement than the office sector. Office delinquencies 

have fallen from a reading of 7.65 percent one year ago to 5.46 per-

cent. While higher interest rates and volatility could make the path 

a little bumpy at times, we believe more drops in the delinquency 

rate are coming.” Source: 

Month
Delinquency 
Rate

Feb. 2016 4.2

March 2016 4.2

April 2016 4.2

May 2016 4.4

June 2016 4.6

July 2016 4.8

Aug. 2016 4.7

Sept. 2016 4.8

Oct. 2016 5.0

Nov. 2016 5.0

Dec. 2016 5.2

Jan. 2017 5.2

Feb. 2017 5.3

March 2017 5.4

April 2017 5.5

May 2017 5.5

June 2017 5.8

July 2017 5.5

Aug. 2017 5.4

Sept. 2017 5.4

Oct. 2017 5.2

Nov. 2017 5.2

Dec. 2017 4.9

Jan. 2018 4.8

Feb. 2018 4.5

4

5

6

FebJanDecNovOctSeptAugJulyJuneMayAprilMarFebJanDecNovOctSeptAugJulyJuneMayAprilMarFeb

Percentage of 30-Plus Days Delinquent CMBS

Feb. 2018 Jan. 2018 Dec. 2017 6 months ago 12 months ago

Industrial  5.5  5.6  5.7  6.6  5.9 

Lodging  3.2  4.5  3.8  3.5  3.4 

Multifamily  2.4  2.1  2.4  2.9  2.8 

Office  5.5  5.8  6.4  7.3  7.7 

Retail  6.2  6.3  6.1  6.6  5.9 

Delinquency Rate By Property Type (Percentage of Loans 30-Plus Days Delinquent)
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Q+A

Commercial Observer: What can you tell 
us about your new lending joint venture?

Mike Maturo: We’ve been actively lending, 
but I think you’ll see us penetrate the market 
far more deeply in that respect soon. We have 
partnered with a Canadian pension fund and 
formed a joint venture, which will seek oppor-
tunities for structured finance investments in 
the New York metro region. It’s starting with 
$300 million of equity—with the ability to 
expand over time—and will invest in a cross 
section of real estate including office, residen-
tial, industrial and retail.

Where in the capital stack will you play?
The joint venture will generally make mez-

zanine debt and preferred equity investments. 
Most will involve complex capital structures 
where we can use our business and real estate 
skillsets to mitigate risk.

Why is now the right time to increase your 
lending activities?

The investment market still has this bid-ask 
gap so we see it as a good opportunity to par-
ticipate in the lending market. There are good 
developers and sponsors out there who are 
smaller players but have a good history in their 
respective markets and have difficulty access-
ing both equity and debt capital. We can play 
into their situations.

We can also write large checks; our size goes 
from $50 [million] to $500 million. Our deal with 
[Extell Development Company’s] Gary Barnett 
[for One Manhattan Square in 2016] was $465 
million, and so we don’t shy away from that [size 
of loan]. We have a big appetite not only in this 
venture that I’m referring to but from our broad 
base of investors to do co-investment in these 
types of transactions. So I think that’s another 
competitive advantage for us.

If the investment activity on the acquisi-
tion side starts to heat up you’ll see us actively 
playing here. That could also be in combination 
with banks and other players. It’s going to be 
active and diverse and on the lending side you’ll 
see us play across multiple products.

More so than previously?
When we were a public company [prior to 

2007] we were very pigeonholed in one sec-
tor and that never made sense to us because 
we’re so deep in this region. We have over 
1,500 tenants so think about how many com-
panies we’re touching on a daily basis. We all 
live here, we raise our kids here, we participate 

in the community here. We’re really ingrained 
in these markets. We see a lot across multiple 
sectors so it makes sense for us to participate. 
We understand what tenants and customers 
want, so it’s easy for us to underwrite the mar-
ket and the economics.

How would you describe your lending 
appetite?

We have a pretty wide view and we don’t 
restrict ourselves. Would we do hotels? 
Probably not. But if we found something we 
really liked—because we have underwritten 
hotels in the past—we wouldn’t shy away. 
But, I think you’ll see us lend more on res-
idential, office, mixed-use and industrial 
properties.

And you’ll continue to target the New York 
metro area?

Yes, but we’ll be casting a wider net. We’re 
looking at a lot of opportunities in the bor-
oughs. We have one deal in Westchester, [N.Y.] 
where we’re providing construction financ-
ing to a developer who is building a St. Regis-
flagged gated super luxury condominium 
community. The project is very similar to our 
very successful Ritz Carlton Residences proj-
ect on Long Island [N.Y.]. We are lending both 
the senior loan and the mezzanine loan. The 
developer selected RXR because of our expe-
rience developing the Ritz Carlton project and 
determined RXR could be value-add to the 
development. We are also providing recapi-
talization financing in the form of preferred 
equity to a three-property portfolio located 
in Manhattan and Long Island City [Queens].

Mike Maturo
President and CFO of RXR Realty

Mike Maturo.
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