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Later this month, the U.S. Securities 
and Exchange Commission’s revisions to 
Regulation AB will come into play in the 
commercial mortgage-backed securities 
market.

The new regulations, colloquially known 
as Reg AB II by industry folk, are an addi-
tion to the Securities Act of 1933 
and designed to ensure greater due 
diligence and review time on trans-
actions before they go to market. 
The chief executive officer of the de-
positor, or CMBS issuer, is required to sign a 
certification for each offering, making them 
personally liable for any false information. 

By Nov. 24, each issuer will have to des-
ignate one official who is their “AB II certi-
fied person,” who reviews all the underlying 

warranties and certifies that all the informa-
tion on loan documents is true, said William 
O’Connor, partner and co-leader of the real 
estate capital markets and CMBS practice 
group at Thompson & Knight. 

Industry players that Commercial 
Observer Finance spoke to agreed that the 

regulation favored larger banks—in 
part because greater disclosure and 
review will take up more time when 
closing deals, and therefore drive up 
costs. 

“I think the big banks will be able to stand 
behind their people but I don’t know if small-
er issuers will be able to stay in the game,” Mr. 

The latest executive problems at People’s 
United Bank go far beyond routine indus-
try turnover.

The Bridgeport, Conn.-
based financial firm 
recently dismissed a re-

gional manager and two other employees in 
Hauppauge, N.Y., for “internal fraud” follow-
ing the glaring results of an in-house audit, 
two people with knowledge of the incident 
told Commercial Observer Finance.

Former Senior Vice President Linda 
Rhoads and her associates, who were not 
named, came under surveillance this spring 
for changing the terms of commercial real 
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O’Connor added. 
The Federal Housing Finance Agency v. 

Nomura Holding America Inc. case from ear-
lier this year highlighted some of the ten-
sions between how deals really close and the 
importance of keeping documents uniform. 

“Oftentimes, when going through the 
due diligence and closing process, material 
items are waived, assets are put in or taken 
out of the pools and changes are made by 
the business people that are not necessar-
ily reflected in the CMBS documents,” Mr. 
O’Connor told Commercial Observer in a 
previous interview in September. “What 
the Nomura case says is that if you don’t 
do that, there’s massive liability on behalf 
of the issuers and personal liability in some 
cases where it’s deemed to be securities 
fraud.”

William Campbell, partner and member 

of the real estate and real estate commercial 
lending practices at Stroock & Stroock & 
Lavan, echoed the sentiment that the imme-
diate requirement of the CEO certification 
would make the closing process more bur-
densome and time consuming. However, he 
also noted that uniformity in documentation 
would be one of the benefits from the new 
regulation. 

 “One thing CMBS has lacked is uniformi-
ty,” Mr. Campbell said. “Everyone has their 
own loan documents and forms, the issuers 
and warehouse lenders and other loan buy-
ers have different warranty forms. It’s very 
cumbersome.”

However, uniformity may come at a cost.
A research report from KPMG published 

in September 2014—after the S.E.C. an-
nounced the final additions to Regulation 
AB—noted that originators, issuers, servicers 
and trustees may have to make significant in-
vestments in reprogramming and upgrading 

their current systems to meet new standards, 
said Bruce Whipple, director of the capital 
markets group at Avison Young.

 “If that is the case, then I think that some 
of the smaller and newer CMBS platforms 
that do not generate significant volume of 
production, may find stiff headwinds,” Mr. 
Whipple said. “The [smaller companies] may 
decide that it is not cost effective to make the 
additional investment to stay in business. It 
may force some of the smaller players out of 
business, limit available options and increase 
transaction costs.”  

Regulation AB is not the only approaching 
policy change that may shift the playing field 
for the securitization business. The compliance 
date for the Dodd-Frank Wall Street Reform 
and Consumer Protection Act, also known 
as risk retention, is Dec. 24, 2016. Industry es-
timates point to anywhere from a 35 to 50 basis 
point increase in fees when the rules kick in.

—Danielle Balbi

Reg AB II...continued from page 1

Wells Fargo Buying Office Condo 
Space at 30 Hudson Yards 

Wells Fargo is buying commercial con-
dominium space at the 2.6-million-square-
foot 30 Hudson Yards office tower being 

developed by Related 
Companies and Oxford 
Properties Group, sourc-

es familiar with the deal confirmed.
The San Francisco-based banking giant will 

take roughly half a million square feet divided 
between two sections of the 80-story tower, 
one person with knowledge of the deal told 
Commercial Observer Finance. The purchase 
price and exact floors were not immediately 
disclosed.

With the massive sale of office condos to 
Time Warner in January 2014 and the recent-
ly announced deal with private equity giant 
KKR, the Wells Fargo deal practically seals 
occupancy at 30 Hudson Yards. More than 2.3 
million square feet have been sold off in the 
tower, which is under construction.

Nearly the entire building has been sold off, 
but the 60th through 66th floors of 30 Hudson 
Yards are currently listed as “under negotia-
tion” on Related’s website.

Wells Fargo currently occupies 372,236 
square feet at 150 East 42nd Street be-
tween Third and Lexington Avenues, with a 
lease expiration date of June 1, 2019, accord-
ing to CoStar. Located on the southwest 

corner of West 33rd Street and 10th Avenue, 
30 Hudson Yards is slated for completion 
that same year.

“Our real estate group is always evaluat-
ing our real estate portfolio and our space re-
quirements for our businesses,” a Wells Fargo 
spokeswoman told COF. “It’s what we normal-
ly do when leases are up. This market inquiry 
is consistent with our normal practices.” She 
declined to comment further.

The tower is one of three commercial 
buildings in the mixed-use project, which is 
being constructed over a rail yard. Work at 
the neighboring 10 Hudson Yards is sched-
uled for completion next spring. L’Oreal, 
VaynerMedia, SAP and The Boston 
Consulting Group are leasing space from 
Related and Oxford, while Coach owns 
its 738,000-square-foot office condo at 10 
Hudson Yards.

Related is planning to sell a 40 percent 
stake in the 52-story tower at the corner of 
West 30th Street and 10th Avenue, Bloomberg 
Business reported last week. At the same 
time, Coach is looking to sell its interest in 
the 1.7-million-square-foot building and lease 
back its space.

Meanwhile, 30 Hudson Yards is exclusive-
ly comprised of office condo space with no 
rental units. After selling its headquarters 

at the eponymous Time Warner Center, 
the media company purchased 1.5 million 
square feet at the tower, and will replace and 
consolidate its subsidiaries—CNN, HBO, 
Turner Broadcasting and Warner Bros. 
Entertainment—to the lower half of the 
building when the tower is completed.

Late last month, KKR announced it would 
purchase roughly 343,000 square feet on 
the top 10 floors of the tower. Commercial 
Observer first reported in May that the invest-
ment firm was shopping for condo space at 
one of the buildings in Hudson Yards.

A spokeswoman for Related declined to 
comment.—Danielle Balbi with addition-
al reporting by Terence Cullen and Damian 
Ghigliotty

30 Hudson Yards

EXCLUSIVE
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estate loans—including extension options 
and interest-only payment periods—without 
the necessary credit approval from the bank.

“The audit came in and the bank discovered 
a whole bunch of deals that had closed with 
several provisions that had never been ap-
proved,” the first source said on the condition 
of anonymity.

The results of the audit showed multiple 
transactions with more favorable conditions 
than People’s United had granted, including 
the terms on a loan to a publicly traded com-
pany, according to both people familiar with 
the matter.

“It was a total shock to everyone,” the sec-
ond source told COF. “Nobody knew what the 
hell was going on.”

People’s United Bank, which operates 
more than 400 branches in the Northeast 
and Mid-Atlantic regions, is owned by 
People’s United Financial, a public cor-
poration with more than $37 billion in 
assets. The U.S. Department of the 
Treasury’s Office of the Comptroller of 
the Currency (OCC) regulates the nation-
ally chartered bank.

“People’s United Bank has communicat-
ed any and all matters that require the at-
tention of the Office of the Comptroller of 
the Currency to that office,” a spokeswoman 
for the bank said. She declined to comment 
further.

A spokesman for the OCC declined to 
comment.

While no money had been reported miss-
ing when all of the outstanding loans were 
accounted for, the bank offered the three em-
ployees the chance to resign before they were 
terminated, according to both sources in the 
know.

Ms. Rhoads and one of her two associates 

accepted the offer, while the third employee 
declined and was fired shortly after, they said.

“Everyone at the bank loved her,” the sec-
ond source said. “Linda was their golden 
child.”

Ms. Rhoads, who joined People’s United in 
December 2010, and the other two employees 
had worked under John Costa, former execu-
tive vice president and head of the bank’s New 
York commercial real estate business.

Mr. Costa, who joined People’s United in 
July 2012 to help grow its $9 billion New York 
commercial real estate portfolio, will step 
down this week, as COF previously reported. 
The bank hired Mark Melchione, a former 
administrative vice president and commer-
cial real estate group manager at M&T Bank, 
to replace him.

Mr. Costa had not been aware of the in-
ternal fraud prior to the audit, both sources 
said. However, the seasoned executive had his 
share of problems with the people above him 
and below him, according to a former employ-
ee who asked not to be identified. Mr. Costa 
did not return requests for comment.

“The Long Island incident was Costa’s un-
doing, but the headaches started before that,” 
the second source said.

Management and production issues have 
plagued the bank’s commercial real estate 
lending division for at least two years now. 
More than 10 regional managers and loan orig-
inators in New York have parted ways with the 
company in that time—many in pursuit of new 
career opportunities in the industry.

Jeanneen Griffin, a former senior vice 
president, left People’s United in March 2013 
to take a job at First Niagara Bank, followed 
by Christopher McGowan, a former SVP, 
who left in April 2013 to join Capital One. 
Mr. McGowan moved over to Customers 
Bank a year later. Former SVP Christopher 
McDaniel left in November 2013 and took 

a job at Silverpeak Real Estate Finance in 
April 2014.

Thomas Buffa, a former SVP, gave up 
his position at People’s United in October 
2014 and joined Zurich Alternative Asset 
Management the following month. David 
Lewis, a former SVP, left in November 2014 
to join J.P. Morgan Chase in its Commercial 
Term Lending business.

Following the audit incident in the spring, 
several more employees, not counting Mr. 
Costa, Ms. Rhoads and her two colleagues, 
have moved on. Three of those executives 
abandoned their posts at People’s United this 
September.

Former Vice President Thomas Peloquin 
joined KeyBank Real Estate Capital, while 
former VP Andrew Egan joined FirstKey 
Holdings in the same month. Former SVP 
Stephen Soled joined Citizens Bank in 
October. Messrs. Peloquin, Egan and Soled de-
clined to comment for this story.

Ms. Rhoads, who ran the commercial real 
estate lending team at People’s United’s Long 
Island office, recently landed at New Jersey-
based Northfield Bank. She now oversees a 
lending group that covers New York City and 
Long Island.

Prior to the internal audit at People’s 
United, the SUNY Albany graduate enter-
tained a potential job opportunity with J.P. 
Morgan, according to one person familiar with 
the matter. People’s United then offered her a 
raise and additional stock in the company to 
stay on board, that person said. A representa-
tive for J.P. Morgan declined to comment.

“Management at People’s thought she was 
a superstar,” the first source said. “Now we 
know why—you can underwrite many things, 
but well-thought-out fraud can be very hard 
to detect.”

Ms. Rhoads declined to comment.—
Damian Ghigliotty

People’s...continued from page 1
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EXCLUSIVE

A $122 million loan on an 18-story office 
building in Newark, N.J., was sent to special 
servicer C-III Capital Partners this month 

due to “payment default,” 
a source told Commercial 
Observer Finance on the 

condition of anonymity. 
The 771,531-square-foot property, 2 

Gateway Center, was securitized in a 
Deutsche Bank-sponsored loan in 2006, 
CD 2006-CD3. New York-based C&K 
Properties owns the building. The com-
pany’s founders, Meir Cohen and Ben 
Korman, are listed as the borrowers in the 
loan documents. 

The mortgage comprises 6.37 percent of the 
conduit’s collateral and is the fourth largest 
loan in the pool. At the time of securitization, 
the debt carried a balance of $130 million.

The loan was originally placed on the ser-
vicer watchlist in January 2014 because 
The Prudential Insurance Company of 
America, which occupied 277,373 square 
feet, or 36 percent of the office space, had a 
lease that expired by the end of the year. By 
April 2014, the life insurance company signed 

a month-to-month lease amendment that is 
set to expire on Dec. 31, 2015, and in June 2015, 
the tenant signed a 10-year lease for 135,000 
square feet of space.

“It has been widely reported that Prudential 
has vacated the vast majority of its office 
space in the Gateway Complex to move to its 
new headquarters building in Newark,” said 
Mr. Korman, principal at C&K Properties. 
“Despite having made significant inroads 
through an aggressive leasing campaign, we 
must take this necessary procedural step to 
ensure that we are able to continue to provide 
first-rate ownership and management of this 
asset for the long term.” 

In August, Port Authority, which occu-
pied 157,853 square feet, or 20.5 percent of 
the building’s total square footage, vacated its 
space.

Prudential was set to vacate three floors in 
the building that are not a part of its new lease 
by the end of October, according to special ser-
vicer commentary from Sept. 25. A termina-
tion fee would incur, but the tenant would stop 
paying rent on those floors.

The office building, located at 283-299 

Market Street, is a part of Gateway Center, 
a commercial complex that sits just near 
Newark Pennsylvania Station. The prop-
erty opened in 1972 and was last renovated in 
1992.

A representative for C-III Capital Partners 
did not respond to inquires by press time.
—Danielle Balbi

Major Newark Office Loan Heads to 
Special Servicer for Payment Default 

2 Gateway Center

Pembrook Lends 
$30M Against  
Tampa Garden 
Apartment Complex 

Pembrook Capital Management pro-
vided a $30.4 million bridge loan, along 
with preferred equity, for the acquisition 

and renovation of a 250-
unit garden-style apart-
ment complex in Florida, 

Commercial Observer Finance can first 
report. 

The borrowers, Eric Granowsky and Tom 
DelPonti, secured a three-year term on the 
financing, a person familiar with the transac-
tion confirmed. The amount of preferred eq-
uity was not disclosed.

The Madison Oaks Apartments complex 
was constructed in 1988, and 120 of the 250 
units remain in their original condition, ac-
cording to the borrower. The financing will 
be used to complete interior and exterior 
renovations to help leasing efforts.

“We closed this complex loan and 

preferred equity investment roughly a 
month after it went under contract,” Terry 
Baydala, a managing director at Pembrook, 
said in prepared remarks provided to COF. 
“This is our second transaction with this 
sponsor who not only needed us to mobi-
lize quickly, but also to fully recognize and 
underwrite the business opportunity at the 

property level.”
The complex in Palm Harbor, a suburb of 

Tampa, is currently 93 percent occupied. The 
property houses a total of 250 apartments—96 
one-bedroom units and 154 two-bedroom 
units. 

The borrowers could not be reached for  
comment. —Danielle Balbi

Madison Oaks Apartments

EXCLUSIVE
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“Looking back at the start of 2015, many of the ‘trophy’ office loans slated to mature this year found refinancing or paid 
off,” said Sean Barrie, an analyst with Trepp. “Given their location and tenant roll, most well-performing office proper-
ties should have little trouble landing refinancing. Still, there is over $5.7 billion in office debt that is maturing between 
now and the end of 2015 that has yet to be paid off. Unsurprisingly, four offices in the New York City metropolitan 
statistical area are in the top 10 largest remaining office loans with maturities in the next two months. Four loans—in-
cluding one in the the New York MSA—are also delinquent, including Lever House at 390 Park Avenue. Lever House 
might not see a resolution before the ball drops for 2016, as the ground lease needs to be somehow reworked.”

Source: 

The Takeaway

     Top 10 Office Maturities 2015

Securitized 

Loan Balance

Current Loan 
Balance

Issuer Deal Name Property 
Name

City State Delinquency 

Status

Special Servicer Maturity 

Date

$190,000,000.00 $190,000,000.00 Greenwich 
Capital Markets

GCCFC 2006-GG7 55 
Corporate 
Drive

Bridgewater N.J. Current LNR Partners Dec. 6, 2015

$180,900,000.00 $127,795,224.30 J.P. Morgan 
Chase

JPMCC 2005-CB13 DRA-CRT 
Portfolio I

Various Va. REO LNR Partners Oct. 1, 2010

$122,000,000.00 $120,625,620.70 GE Capital GECMC 2005-C4 123 North 
Wacker

Chicago Ill. Foreclosure LNR Partners Oct. 1, 2015

$110,000,000.00 $97,316,478.92 Credit Suisse 
First Boston

CSFB 2005-C2 390 Park 
Avenue

New York N.Y. Beyond 
Maturity

CWCapital Asset 
Management

March 11, 
2015

$88,000,000.00 $88,000,000.00 J.P. Morgan 
Chase

JPMCC 2004-CBX Continental 
Plaza

Hackensack N.J. Current LNR Partners Sept. 1, 2009

$99,879,691.76 $80,578,576.96 Bank of 
America

BACM 2005-5 Fireman's 
Fund

Novato Calif. Current Midland Loan Services Oct. 1, 2015

$80,000,000.00 $78,144,073.38 J.P. Morgan 
Chase

JPMCC 2006-FL2A 1111 Marcus 
Avenue

New Hyde 
Park

N.Y. Current CT Investment 
Management

Oct. 9, 2009

$80,000,000.00 $74,617,500.95 Goldman Sachs GSMS 2006-GG6 Hock Plaza Durham NC Current Torchlight Loan 
Services

Dec. 6, 2015

$78,000,000.00 $73,321,995.37 Goldman Sachs GSMS 2005-GG4 One HSBC 
Center

Buffalo N.Y. REO CWCapital Asset 
Management

Feb. 6, 2015

$90,372,694.12 $73,074,697.45 GE Capital GECMC 2005-C4 Fireman's 
Fund

Novato Calif. Current Midland Loan Services Oct. 15, 2018

COMMERCIALOBSERVER.COM
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Q+A

Commercial Observer Finance: 
What inspired your move from CCRE 
to Greystone? 

Mr. Gardinier: Around the same time 
as I was leaving CIM Group for CCRE, 
Greystone and I began talking about build-
ing an institutional EB-5 business. At the 
time, Greystone was early in its process of 
evaluating the idea and how to approach 
the opportunity and wasn’t quite ready to 
launch the business, but we maintained 
contact and our discussions heated up to-
ward the end of 2014, at which point we put 
our heads together to develop a business 
plan for what an EB-5 business would look 
like. There was no doubt that the opportu-
nity was real and that Greystone was ready, 
willing and able to make the commitment 
to building the business into the leading 
EB-5 sponsor in the industry. I jumped at 
the opportunity.

What are some of the biggest EB-5 
deals you’ve worked on? 

Since launching the EB-5 platform at 
Greystone, we have built a pipeline of EB-5 
deals totaling nearly $200 million, including 
projects in New York, Seattle, Philadelphia 
and Southern California. Our first offer-
ing will hit the market in late November of 
this year. Going forward, we will continue 
to scale the business and expect to be able 
to support an annual origination volume of 
$300 to $500 million per year.

What changes are ahead for the fed-
eral EB-5 program?  

The EB-5 program is at an inflection 
point. During the last few years of growth, 
the industry has matured. More sophisti-
cated and institutional participants have 
entered the business and upped the ante 
in terms of delivering results and mitigat-
ing risks for borrowers and EB-5 inves-
tors. As a result of the recent growth, as well 
as the handful of scandals that have been 
publicized recently, Congress has taken a 
very keen interest in implementing chang-
es in the program as part of the program’s 

reauthorization this year. Changes will in-
clude an increase in the minimum investment 
amount, as well as provisions that allow for in-
creased oversight, regulation and transparen-
cy on the part of the market participants, such 
as regional centers. The industry is also hopeful 
that improvements will be made to processing 
times for visa applications and project exemplar 
approvals. 

What does the recent temporary renewal 
indicate going forward? 

The temporary renewal, rather than an 
outright reauthorization, highlights two im-
portant points. First, there is broad bipartisan 
support for the program and the job creation 
it provides, and Congress does not want to see 
the program lapse. Second, the short-term 
extension is a direct result of the intensity 
and importance of the discussions Congress 
is having about proposed changes to the pro-
gram. That said, despite the additional time 
provided by the extension, Congress and in-
dustry will need to work diligently and collab-
oratively over the coming weeks to come to 
a resolution on key points of debate, includ-
ing TEA methodology, minimum investment 
amounts and “grandfathering” of projects 
filed prior to the expiration date.

Justin Gardinier
Managing Director and 
Head of Greystone EB-5

Justin Gardinier
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New York, NY 10036 
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