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Presale: 

Morga11 Stanley Capital I Trust 2011-C1 

$1.5 5 Billion Commercial Mortgage Pass-Through Certificates Series 20 11-C 1 

This presale ieport is based on information as of.teb. 4, 2011. 1he ratings shown are preliminary. This report does not constitute a recommemdatioli to biJy, hold; ur sell 
securities; Subsequent information may resu!dn the assignment of final ratings that differ from the preliminary ratings. 

Class Preliminary rating* Preliminary amnullt {$) RecnJ11tm!nded credit su~[!!rt (%} 
A-1 AAA(sf! 87,003,000 22.875 

A-2 AAA(sf) 597,153,000 22.875 
A-3 AAA(sfl 105,120.000 22.875 

A-4 AAA(sf} 404.067.000 22.875 
X-A•• AAA(sfJ 1 '194.203.000 ••• N/A 
X-B .. Nf! 354.197,430""" N/A 

B AA(sf) 60,001,000 19.000 

c A(sfl 89.033.000 13.250 

D BBB(sfl 85,162.000 7.375 

E BBB-Isf! 19,355.000 6.500 

BB+IsfJ 13,548.000 5.625 

G BB{sfl 15.4!!4,000 4.625 

H BEJ. (sfl 13,549.000 3.750 
~" ·-·- -· 

J B+ (sf) 15,484.000 2.750 

K B{sf) 13,54!!,000 1.!!75 

l B·(sfl 9,676;000 1.250 

M NR 19.355.430 0.000 

R NR N/A 0.000 

'The rating on each class of securities is preliminary and subject to change at any time. "Interest-only class.'' 'Notional amount NR--Not rated. N/A--Not applicable. 

Closing date Feb. 28, 2011. 

Collateral Thirty-seven loans that are secured by 79 properties. 

Underwriter anrl mortgage loan seller Bane of America Mortgage Capital Corp. 123 8% of the portfolio) and Morgan Stanley Mortgage Capital 
Holdings LLC (76.2%). 

Depositor Morgan Stanley Capital line. 

Master servicer Bank of America NA 

Special servicer Midland Loan Services. a division of PNC Bank N.A 

Trustee Wells Fargo Bank NA 
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Presale: Morgan Stanley Capita/] Trust 2011-Cl 

Rationale 
The preliminary ratings assigned to Morgan Stanley Capital I Trust 2011-Cl's (MSC 2011-Cl's) $1.55 billion 

commercial mortgage pass-through certificates reflect the credit support provided by the subordinate classes of 

certificates, the liquidity provided by the trustee, and the underlying loans' economics, geographic diversity, and 

property type diversity. ln our analysis, we determined rhat, on a weighted average basis, the pool has a debt service 

coverage (DSC} of l.20:le based on a weighted average Standard & Poor's Ratings Setvices loan constant of 8.46%, 

a beginning loan-to-value (LTV) ratio of 88.9%, and an ending LTV ratio of 78.5%. 

·10 calculate the number of loans, we considered each group of cross-collateralized and cross-defaulted loans as one 

loan. 

Strengths 
This transaction exhibits the following strengths: 

• As a whole, the transaction reflects economics that are comparable ro the archetypical pool based on Standard & 

Poor's stressed beginning and ending LTV ratios of 88.9% and 78.5%, respectively, for the pooled trust. The 

beginning and ending LTV ratios based on appraisal values arc 61.6% and 54.5%, respectively. 

• The transaction has a weighted average DSC of 1.20x based on a Standard & Poor's loan constant of 8.46%, 

whi<.:h is in line with the archetypical pool. Standard & Poor's DSCs range from 0. 94x to 1.57x and arc based on 

sn·cssed loan constanrs ranging from 8.25% ro 1 0.00°/.J, depending on rhc pro perry rypc. 

• All of rhe loans in the pool except l'romen<Jclc on Providence (2.0% <.,f rhe pool balance) have borrowing entities 

that are structured as spe..:ial-purpose entities (SPEs). In addition, loans representing 85.5% of the pool balance 

have borrowers th<H arc structured •:s bankruptcy-remote SPEs with both a nonconsolidarion opinion and at least 

one independent director, including all of the top I 0 loans (71.8% of the pool balance). 

• Three loans representing 18.0~';, of the pool balance are ~ecured by multiple cross-collateralized and/or 

cross-defaulted properties. Each of these loans is collateralized by properties in more than one stare. This is 

somewhat mitigated by one loan, W.P. Carey Portfolio (7.5% of the pool balance), that has a single renanr ar 

multiple locations. 

• The trust benefits from scheduled amortization, which reduces Standard & Poor's weighted average UV ratio ro 

78.5'1., at maturity from 88.9':{, ar issuance. f'our loans {30.5'1., of the pool balance) feature partial interest-only 

payments through maruriry and none of the loans features full-term interest-only payments. The partial-term 

interest-only loans have a weighted average beginning Standard & Poor's stressed LTV ratio of 80.3 %. 

• Lockboxes are in place for 33 loans (94.1% of the total pool balance). Twenty-three of these loans (84.1 %) have 

a hard lockbox and 10 of these loans (15.9%) have a soft lockbox. In addition, two loans (2.0%) provide for 

springing lockboxes. Generally, soft and springing lockboxes are triggered by an event of default, the anticipated 

repayment dare, the DSC conditions, or a specific tenant evenr. 

• The transaction includes 64 properties (95.4% of the pool balance) that arc located in metropolitan statistical 

areas (MSAs) covered by CB Richard Ellis Econometric Advisors (CHRE-EA). As opposed to secondary and 

tertiary markers, these markets arc typically characterized by higher barril,rs ro entry, which may consrrain 

overbuilding Juring periods of economic growth. 

• The average quality score for the properties securing rhc mortgages in the rru?t is 2.84, a slightly above-average 
;J'' 
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Presaie: Morgan Sianiey Capital I Trust 2011-Cl 

score on Standard & Poor's scale of 1 (highest) to 5 (lowest). 

Concerns And Mitigating Factors 
This transaction exhibits the following concerns and mitigating factors: 

• The pool exhibits loan concentration in that the 10 largest loans represent 71.8% of the pool balance. The largest 

loan represents 15.2% of the pool balance and the top three loans represent 38.1% of the pool balance. 

However, three of the top 10 loans (18.0%) are secured by multiple cross-collateralized properties. All of the top 

10 loans except Hilton Times Square and Extra Space Storage Portfolio (11.3%) are structured with in-place hard 

lockboxes. 

• The pool exhibits sponsor concentration in that the 10-largest sponsors represent 72.9% of the pool balance. The 

largest sponsor, Prime Propcrry Fund/General Growth Properties Inc., accounts for 15.2% of the total pool 

balance. Howevet; all of the top 10 loans are structured with SPE borrowers, nonconsolidation opinions, and 

independent directors. In addition, each is a bankruptcy-remote entity. 

• One loan, Michigan Plaza (11.6% of the pool balance) has existing mezzanine debt. Six loans {14.7%} permit the 

borrower to incur future mezzanine debt. ;\lone of rhe other loans permits future additional mezzanine debt. The 

Baptist Medical Offices {1.9%) loim is not prohibited from incurring unsecured debt, subject to certain 

restrictions. The Station Place III loan (3.5%) is parr of a loan combination comprised of four pari passu A-notes, 

nvo of which arc not included in the trust. When accounting "for all existing additional financing, Standard & 
Poor's beginning all-in I :TV ratio is 92.7%. We also considered all existing and potential secondary debt in the 

subordination levels. 

• The pool exhibits concentration in the retail set.:HH; whit.:h comprises 43.6'!{, of the pool balance. We believe that 

the weak housing and labor markers have taken a toll on the retail sect01; as evidenced by the 7.2% delinquency 

rate for seasoned retail loans in commercial n.lortgage-backcd securities (CMHS) transactions as of the end of 

fourth-quarter 2010. However, we expect that the retail sector will stabilize as the economy recovers due, in part, 

to the limited amount of new supply that is st.:heduled to come on line in 2010. We fat.:tored this concentration 

risk into our evaluation of the transaction. 

• Relative to an archetypical pool that has a loan count of I 00 and an effective loan count of 52, the pool exhibits 

high loan concentration with a loan count of only 37 and an effective loan count of 14. Standard & Poor's 

accounted for the loan concentration risk in its analysis. 

• The pool exhibits geographic concentration in that 40.0% of the assets are located in the top three states: 

Delaware (15.2% of the pool balance}, California (12.7%), and Illinois (12.1 %}. None of the remaining state 

concentrations exceeds 11.3% of the pool balance. We factored this concentration risk into our evaluation of the 

transaction. 

• The transaction includes loans that are secured by 35 single-tenant properties that account for 10.7% of the trust 

balance by allocated loan amount. Howeve1; all of these properties have leases that will expire after the loan's 

maturity date. In addition, six of the properties (1.8% of the pool balance) are occupied by tenants that are rated 

investment-grade by Standard & Poor's. ln addition, Standard & Poor's reviewed four of the nine loans 

containing one or more single-tenant properties (9.2% of the pool balant.:e) and considered the market, tenant 

raring, lease term, loan strucmre, and the dark value when evaluating the loan. 

• The cash management agreements for each of the top 10 loans (71.8% of the pool balance) provide for a cash 

flow sweep whereby the lender will 1·erain excess cash flow if cerrain triggg events occur. However, the triggers 
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Presale: Morgan Stanley Capital I Trust 2011-Cl 

for four of the top 10 loans (27.6% of the pool balance) arc less robust, resulting in a cash sweep only after an 

event of default occurs and/or the DSC falls below 1.05x or 1.1 Ox. 

• Phase I environmental reports were completed for properties securing all loans in the pool and phase li reports 

were recommended for three properties (2.0% of the pool balance). A phase II report has not yet been completed 

for the W.P. Carey Bay City, Mich. property (0.2%), bur a reserve of $2.23 million, the most conservative 

remediation estimate, was funded. 

Pool Characteristics 
Collateral description 
The pool contains 37 conventional, fixed-rate loans that arc secured by liens on 79 properties (sec table 1 for the 

property types in the pool). 

Table 1 
", ., ''·•,. ~ ~ ' " { __.' .. ~~--

ope,r:ty Tvpe Conipos1~1o~n· · : 'L ,,, :. _. ·:;,; 
Type Trust balance($) %of pool No. of loans No. of properties 

Ofiice' 426.405.019 27.5 9 9 

Retail malls 409.990,000 26.5 2 2 

Retail anchored 212,014,136 13.7 7 8 

Hotel 151,648,874 9.8 5 5 

IRdustrial' 127.780,584 8.3 2 28 

Self-storage 91.685,000 5.9 2 17 

Mixed-use 75.710,910 4.9 2 2 

Retail single tenant 37.210,113 2.4 7 7 

Retail unanchored 15,955.793 1.0 1 1 

Total 1,548.400.431 100.0 37 79 

•standard & Poor's balance for indt.strial and office varies by $7.8 million from the imer because we classified the entire W.P. Carey Portfolio as industrial. 

Loan sellers 
Bane of America Mortgage Capital Corp. (23.8% of the pool balance) and Morgan Stanley Mortgage Capital 

Holdings U.C (76.2%) arc the loan sellers for this transaction. 

Loan origination dates 
Loans representing 96.1% of the pool balance were originated in the past six months. 

Collateral quality 
Based on our analysis, the portfolio has a DSC of 1.20x on a weighred average Srandard & Poor's loan constant of 

8.46%, Standard & Poor's DSC reflects the adjusnnenrs that were made to the banker's underwritten net cash flow 

(NCF) of the properties based on the properties' historical and projected operating statements, third-party reports, 

and the assets' competitive positions in their respective markers. 

On a weighted average basis, we decreased the portfolio's :-\Cf by 4.8%. This decrease typically reflects adjustments 

ro rental rates, occupancy levels, operating expenses, capital expenditure reserves, and tenant improvement and/or 

leasing commission (TI/LC) assumptions. 

For rhe pool, Standard & Poor's weighted average beginning UV ratio is 88.'¥}:, and the ending LTV ratio is 
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?resale: Morgan Stanley Capital I Trust 2011-Cl 

78.5%. The weighted average capitalization rate that was applied to our NCF is 9.00%. The capitalization rates arc 

a fum.tion of each property's asset type, quality, tenancy, position in the competitive set, and <.."urrcnr and future 

market conditions (see table 2 for more jnformation on our analysis of the various property types' cash flow and 

valuation}. 

Table2 

Beg. LTV ratio End. LTV ratio 
Prof!erty tyf!e % Off!OOI DSC(ld• % NCF diff." Caf! rate(%} (%) (%) Value ~er sg. ft.($) 

Office 27.5 1.12 (3.3) 8.94 1011 90.9 118 

Regional mall 25.5 1.28 (5.1) 8.00 75.3 71.1 343 

Retail anchored 13.7 1.22 (5.6) 8.93 88.5 71.4 118 

Industrial 8.3 11B (981 9.35 85.8 71.9 43 

Hotel 9.8 1.13 (5.11 10.96 95.4 80.6 130,544/unit 

Self-storage 5.9 1.30 (2.11 9.94 90.0 76.2 8,218/unit 

Mixed-use 4.9 1.18 (5.31 9.14 102.8 91.7 68 

Retail single tenant 2.4 1.12 (3.3) 8.86 97.5 83.3 340 

Retail unanchored 1.0 1.15 (4.81 9.75 103.0 87.4 138 

Total 100.0 1.20 (4.81 9.00 88.9 78.5 

•Based on a weighted average stressed Standard & Poor's loan constant of 8.46%. ··The difference between Standard & Poor's estimated NCF and the underwriter's 
estimated NCF as a percentage of the underwriter's estimated NCF. DSC--Debt se!Vice coverage. NCF--Net cash flow. LTV--Loan-to-value. 

Borrower/loan concentrations 
Prime Property Fund/General Growth Properties Inc. (GGP) is the largest sponsor in the transaction in that it is the 

sponsor for Christiana Mall (15.2% of the pool balance) (sec table 3 for the sponsor concentration). 

Table 3 

Borrower Pooled trust balance (mil.$) No. of loans %of pool 

largest 235.0 15.2 

Top five 798.6 5 51.6 

Top 10 1.129.4 11 72.9 

For a summary of the top 10 loans in the pool, sec table 4. 

Table 4 

%of DSC %NCF Cap rate Beg. LTV End. LTV Value per unit/sq. 
Property name Prol!ertv ty~e ~ool !l<) diff! {%} {%) {%) ft.{$) 

Christiana Mall Regional mall 15.2 1.41 (351 B.OO 68.7 63.6 786 

Michigan Plaza Office 11.6 1.21 0.0 9.00 96.4 90.4 97 

Pearlridge Center Regional mall 11.3 1.10 1771 8.00 865 83.8 175 

W.P. Carey Industrial Industrial/office 7.5 1.28 (10.41 9.22 84.7 70.3 42 
Portfolio 

Hilton Times Square Full-service hotel 6.0 1.10 (7 0) 10.75 94.8 78.3 211,498 

Extra Space Storage Self-storage 5.3 1.30 (2.11 9.96 89.9 76.0 7,969 
Portfolio 
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Table 4 

National Grocery Anchored retail 5.2 1.16 (7.2) 8.75 90.9 84.1 
Portfolio 

Murdock Plaza Office 3.6 1.00 {2.8) 8.75 106.9 100.7 

Station Place Ill Office 3.5 1.03 3.8 8.25 102.6 84.1 

Princeton Forrestal Mixed-use 2.7 1.14 !7.3) 9.25 98.5 91.7 
Village 

Total -- 71.8 1.22 {45) 8.81 877 79.3 

*The difference between Standard & Poor's estimated NCF and the underwriter's estimated NCF as a percentage of the underwriter's estimated NCF only. DSC--Debt 
service coverage. NCF--Net cash flow. LTV--Loan-to-valLe. 

Geographic diversity 
The pool consists of properties located in 37 stares and exhibits geographic concentration in that 40.0% of the 

assets are located in the top three states. The top five and top 10 state concentrations are 58.2% and 78.6%, 

respectively (see table 5 for the top five concentrations and table 6 for the largest concentration of properties by 

MSA). 

Table 5 

; State Concentrations · 
A 

State %of (!OOI 

Delaware 15.2 

California 12.7 

Illinois 12.1 

Hawaii 11.3 

New Jersey 6.9 

32 other states 41.8 

Table 6 

-Metroriolitan·staiisticaCAiiea~cli~cell'Watrgf1~~1 
~";;.~--~~~"'"~ ~ ' " "' ""'""' ~",:-,.,,._•"':;J)jl:_~'t'ilt'{~'\.i!;'\tf:l.~-l'":;;l;f:;/il.:.~'V,~<t".;~.-

Metropolitan statistical area %of pool 
Wilmington, Del. 15.2 

Chicago 12 0 

Honolulu 11.3 

Los Angeles 60 

New York 6.0 

Pittsburgh 41 

Washington. D.C. 38 

Philadelphia 3.1 

Trenton, N.J. 2.7 

Denver 24 

172 

231 

357 

76 

As for specific markets, the pool is most concentrated in Wilmington, Del. retail ( 15.2% of the pool balance) (see 

table 7 for the pool's top marker and properry rypl~ con<.:entrarions). 
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Table7 

Market Proeertv type Exposure (% of eool) Market vacancy* 
Wilmington, Del. Retail 15.2 14.3 

Chicago Office 11.6 13.7 

Honolulu Retail 11.3 7.7 

New York Hotel 6.0 15.9 

Pittsburgh Retail 4.1 N/A 

•Based on third-quarter 2010 data from CB Richard Ellis Econometric Advisors. N/A--Not applicable. 

Transaction Structure 
Distributions and allocation of losses 
The transaction structure includes two interest-only strips that reference different certificates. The class X-A 

certificate has a notional balance of $1,194,203,000, which will equal the class A-1, A-2, A-3, and A-4 certificates' 

aggregate balance. The class X-B certificate, as it is currently contemplated, will have a notional balance of 

$354,197,430, which will equal the class B, C, D, E, r, G, H, J, K, L, and M certificates' aggregate balance. 

On each distribution date, assuming there are no trust adviser expenses, payments will occur in the following order 

of priority: 

• To pay interest on the class A-1, A-2, A-3, A-4, X-A, and X-B certificates pro rata based on each class' respective 

entitlements; then 

• Before the cross-over date, to pay principal sequentially to rhe class A-1, then A-2, then A-3, and then A-4 

certificates until each class' certificate balance has been reduced to zero. On or after the cross-over date, to pay 

principal pro rata to the class A certificates until those certificates' principal balance has been reduced to zero; 

then 

• To pay any deficits that resulted from realized losses, shortfalls, and unanticipated trust expenses that were 

previously allocated pro rata to the class A-1, A-2, A-3, and A-4 certificates until each class is paid in full; then 

• To pay interest on the class B certificates; then 

• Following the reduction of the class A certificate balances to zero, ro pay principal ro the class B certificates until 

those certificates' principal balance has been reduced to zero; then 

• To pay any deficits that are allocated to the class B certificates until paid in full; then 

• To pay interest on the class C certificates; then 

• Following the reduction of the class A and B certificate balances to zero, to pay principal to the class C certificates 

until that class has been reduced to zero; then 

• To pay any deficits that are allocated to the cbss C certificates; and then 

• To pay interest, then principal, and then reimbursement for any deficits sequentially to rhe class D, E, F, G, H, J, 
K, L, M, and R certificates in the same way as noted above for the class Band C certificates. 

Trust adviser expenses, which are separate from the trust adviser fee, may arise in certain circumstances and would 

most likely occur if there were indemnification obligations as a result of the trust adviser being sued. ln the event 

that there are trust adviser expenses, those expenses will first be allocated in reverse sequential order to the 

distributable interest on the class E, then D, then C, and then B certificates. l{,;rhe interest that is distributable to 

those classes is insufficient to pay all of the trust adviser expenses, the class E, then D, then C, and then B 
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cerrifkares' principal distribution amount will be used to pay those expenses and those classes' certificate balances 

will be reduced, in that order, until each class' balance is reduced to zero. After the class E, D, C, and B certificates' 

balance have been reduced to zero, any further reduction in the principal distribution amount to pay the trust 

adviser expenses will reduce the class A certificate principal balance, pro rata. None of the trust adviser expenses 

will be allocated to the control eligible certificates (see the Control Rights section below for more information). 

Losses, other than those arising from trust adviser expenses, will be allocated in reverse sequential order beginning 

with the junior-most certificates. If the losses reach the class A certificates, the losses will be allocated pro rata 

among the class A-1, A-2, A-3, and A-4 certificates. The notional amount of the class X-A and X-B certificates will 

be reduced by the aggregate amount of the realized losses that are allocated to the certificates that are components 

of the class X-A and X-B certificates' notional amount, respectively. The final payment date for the preliminary 

rated securities will be in September 2047. 

Trust adviser 
This transaction is structured with a trust adviser that will review the special servicer's resolution and disposal 

practices for specially serviced loans and opine as to whether those practices meet the servicing standard put forth in 

the transaction's pooling and servicing agreement (PSA). The trust adviser will meet annually with both the special 

servicer and the directing certificateholder (if no control event has occurred) and review the special servicer's 

operational practices, such as the policies and procedures, the operational controls, the risk management systems, 

the technological infrastructure, the intellectual resources, and the special servicer's reasoning for believing that they 

are in compliance with the PSA. 

If a control event has occurred, the trust adviser will also review asset starus reports and consult with the special 

servicer regarding possible alternative courses of action. If there is no directing cerrificateholde1; for the reasons 

outlined in the Control Rights section below, the trust adviser may recommend that the special servicer be replaced 

if it believes that the special servicer is nor performing irs duties as prescribed by the P~A or is not acting in 

accordance with the servicing standard. After a control event, the trust adviser is also required ro verify the accuracy 

of the special servicer's calculation of any appraisal reduction or net present value calculations that are used in the 

special servicer's determination of what course of action to rake in connection with the workout or liquidation of a 

specially serviced loan. The trust adviser will not be liable to any cerrificatcholder for any actions taken or from 

refraining from any actions. In addition, the trust adviser will nor he required or permitted to consult on major 

decisions with respect to the Station Place III pari passu mortgage loan. 

The trust adviser will be entitled to a monthly fee that is calculated on the oursranding principal amount of each 

loan in the trust and will accrue on a loan-by-loan basis at a rate equal to 0.00135% per year. The trust adviser fee 

has already been factored into the transaction's structure and will not be deducted from the monthly distributions to 

the certificates. The trust adviser expenses, to the extent that they are incurred, will be taken from the monthly 

distributions to certain classes (sec the Distributions and allocation of losses section above for more information). 

TriMont Real Estate Advisors Inc. (TriMont) will be the trust adviser for this transaction. TriMont, located in 

Atlanta, is a corporation whose core services include primary asset management, special servic~:d asset management, 

real estate owned (REO) asset management, asset servicing, due dilig~:nce, und~:rwriting services, and portfolio risk 

analysis. TriMont has approximately 300 employees among offices located in Georgia, California, and !'\ew York. 

TriMont manages approximately $53 billion of invested capital for clients with more than 2,700 assets and $123 

billion in asset value. Standard & Poor's rates TriMont as a commercial mortgage special servicer (ABOVE 
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AVERAGE}, construction loan servicer (STRONG), and construction loan special servicer (ABOVE AVERAGE). 

Control rights 
The directing certificateholder wilJ be the controlling class certificateholder that is selected by more than 50% of the 

controlling class of certificateholders (based on certificate balance}. The controlling class will be the most 

subordinate class of control eligible certificates that has an aggregate certificate balance (including any notional 

reductions that result from any appraisal reductions allocable to that class) of at least 25% of the class' initial 

certificate balance. On the closing date, the class M certificates will act as the controlling class. H/2 Capital Partners 

LLC or one of its affiliates will be the initial directing certificateholder and one or more of its managed accounts will 

own 100% of the control eligible certificates as of the dosing date. 

The control eligible certificates will be any of the class 1-; G, H, j, K, L, and M certificates. The directing 

certificateholder will have certain consent and consultation rights, including the right to replace the special servicer 

unril a "control event" occurs, which would happen if the class F certificates have a certificate halance (including 

any appraisal reductions that are allocated to that class) of less than 25% of the class' initial certificate balance. lf 
the control eligible certificate class has a balance of at least 25% of the initial balance, bur that balance falls below 

that threshold if the appraisal reductions were included, the directing certificateholder would not be able to replace 

the special servicer and would no longer have certain consent rights. It would, however, retain certain consultation 

rights, and the trust adviser will also have certain consultation rights. In the event that no class of control eligible 

certificates has a then-outstanding certificate balance of at least 25% of the class' initial balance, without regard to 

the application of any appraisal reductions, the directing certificateholder will also lose its rights under the PSA to 

consult wirh the servicer or special servicer. In this scenario, only the trust adviser would have certain consultation 

rights with the special servicer. 

Servicing 
Bank of America N.A. will act as the master scrvicer for this transaction. Standard & Poor's Serviccr Evaluations 

ranking on Bank of America as a primary and master servicer is STROKG. The outlook for the ranking is stable. 

Midland Loan Services (Midland), a division of PNC Bank N.A., will act as the special servicer for this transaction. 

Midland is a wholly owned subsidiary of PNC Bank KA., which, in turn, is a wholly owned subsidiary of The PNC 

Financial Services Group Inc. ('A'; NYSE: PNC). Standard & Poor's Servicer Evaluations ranking on Midland as a 

primary, master, and special servicer is STROKG. The outlook for the ranking is stable. 

Liquidity provider 
Wells fargo Bank KA. (AA/Negarive/A-1+) is the backup liquidity provider and is responsible for advancing the 

payments that are due under defaulted loans if the value of the collateral supports the advance. Wells Fargo Bank is 

obligated ro advance payments if the servicer fails to perform this function. Wells Fargo Bank is also obligated to 

replace the servicer with a servicer on Standard & Poor's Select Servicer List in the event the servicer fails to perform 

any of its obligations under the transaction's documents. 

Representations and warranties and exceptions 
Bane of America Mortgage Capital Corp. and Morgan Stanley Morrgage Capital Holdings LLC, the sellers, have 

made representations and warranties ro Morgan Stanley Capitalllnc., the deposito1; concerning rhe morrgage 

loans. The typical representations and warranties include statements that rhe seller has good title to the mortgage 

loans being sold, there are no outstanding liens on the loans, the loan paymew:s are no more than 30 days past due, 

the loans arc not in default, and the mortgages securing the loans arc not subject to prior liens. Other 
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representations address typical property release provisions, the structure of ground leases, and the payment terms of 

the anticipated repayment date (ARD) loans. With respect to the actual properties, the representations typically 

reflect that the properties comply with zoning, are in physically good condition with limited deferred maintenance or 

reserves have been established to address deficiencies, and do nor have significant environmental issues. The 

representations also reflect that the borrower has insured the properties for various risks and is not delinquent on 

real estate rax payments. On the borrower level, the representations address the borrower's previous bankruptcies 

and the existence of related borrowers. 

We reviewed rhe representations and warranties and exceptions. The exceptions highlighted issues relating to 

property release provisions, insurer ratings, insurance deducribles, permission to obtain future debt, and certain 

tenants' rights of first refusal in the event the borrower wishes ro sell the property. Except for deductions to 

Standard & Poor's derived value that were taken to account for high windstorm/flood deductibles at one property, 

Whole Foods Arabella Station (0.6% of the pool balance), we did nor assess any value deductions or adjustments as 

a result of rhe exceptions noted in our analysis. 

Ongoing surveillance and 17g-5 
We rated this transaction under the SEC's Rule 17g-5 and, as a result, ongoing surveillance procedures will require 

additional trustee involvement. The trustee for this transaction will act as the 1 7g-5 provider and will be responsible 

for maintaining a \XTeb site that is accessible by the rating agencies and will have loan and transaction level 

documents and other information relating to the mortgage pool. !'\one of the depositO!; servicer, special servicer, 

primary servicer, paying agent, trust adviser, certificate registrar, trustee, controlling class representative, or 

custodian is permitted to initiate communication wirh the rating agencies about issues relating to the loans or the 

deal. To the extent that a rating agency initiates communication or makes an inquiry of any of these parries, all 

responses must be in writing and the responding parry must provide a summary ro the trustee/paying agent of the 

information that was provided to the raring agency. The trustee must post this written summary on its Web sire. If 

any of the depositor, servicet; special servicer, primary servicer, paying agent, rrusr adviser, certificate registra1; 

trustee, controlling class representative, or custodian is required under law ro provide any information to or 

communicate wirh a raring agency, the rrusrcc must upload any information or communication to its Web sire. The 

trustee will also post the transaction's initial documents and monthly reports ro its Web sire, which is also accessible 

by the raring agencies. 

Loan Characteristics 
Borrower structure 
Loans representing 98.0% of the pool balance are made to borrowers that are structured as SPEs. Loans 

representing 85.5% of the pool balance also have a nonconsQiidation opinion and at least one independent director. 

One loan, Promenade on Providence (2.0% of the pool balance), is nor an SPE. However, the Joan has a 24.5-year 

amortization schedule and Standard & Poor's beginning and ending LTV ratios of and 88.7% and 47.9%, 

respectively. 

Tenants-in-common 
One loan, Walgreens Oakdale (0.3% of the pool balance), is owned by individuals or enrities as tenants-in-common. 
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Bankruptcy issue 
One loan, Christiana Mall (15.2% of the pool balance}, has a sponsor that was involved in a previous bankruptcy. 

The loan's sponsors are Prime Property Fund and GGP. GGP filed for Chapter 11 bankruptcy protection in April 

2009 and emerged from bankruptcy in November 2010. 

Interest-only loans 
The loans in the pool are interest-only for all or some portion of the loan term (see table 8}. 

Table 8 

No. of loans % oftrust pool Weighted avg. LlV ratio(%) 
Interest-only loans 0 0.0 N/A 

Partial interest-only loans 4 30.5 80.3 

LTV-Loan-to-value. N/A--Not applicable. 

Cash management and reserves 
Lockboxes are in place for loans representing 96.1% of rhe pool balance (see table 9 for the rypes of lock boxes and 

their percentage of the pool balance, table 10 for the number of loans that require ongoing reserves, and table 11 for 

the loans that have collected upfront reserves). The soft ·lock boxes for this transaction generally require tenants and 

payors to pay rent to the borrower and/or the properry manager, who then forward the funds to a lock box account. 

After the funds are deposited into the loclcbox, they arc made available to the borrower or applied by the servicer of 

the lock box according to the loan documents. For certain loans, if cerrain trigger events occm; the soft lockbox will 

converr to a hard lockbox. There is no lockbox account currently in-place for rhe transaction's springing lockboxes. 
If certain trigger events occur, the lock box will be established. 

Table 9 

~I:D'tH<Iloxe'S · .·v · "". 
t:r~ -"""· -,- -· , ~.;:, ~· ?" 

Type % of pool 
Hard 79.1 

Soft 15.0 

Springing 2.0 

Table 10 

Type No. of loans % of trust pool* 
Taxes 26 81.5 

Insurance 8 34.7 

Tl/lC' 10 20.9 

Cap Ex 20 52.8 

'The number or loans and percentages do not include springing reserves. For the TI!LC reserves. the percentage of the trust pool includes office. retail. industrial. and 
mixed-use properties. TI/LC--Tenant improvements/leasing commissions. CapEx·-Capital expenditures. 

Table 11 

Type No. of loans % of trust pool* 
Taxes 22 80.2 
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Table 11 

Insurance 7 23.4 

TIJLC• 5 23.4 

Cap Ex 2 4.3 

•For the TI/I.C reserves. the percentage of the trust pool incl~des office. retail. industrial. and mixed-Lse properties. TI!LC--Tenant improvements/leasing commissions. 
CapEx-Capital expenditures. 

Additional indebtedness 
One loan has existing additional debt (see table 12). 

Table 12 

Pooled trust balance 
Property name (mil.$) % of pool 
Michigan Plaza 179.5 11.6 

Junior participation balance 
(mil.$) 

00 

Mezzanine balance (mil. Total debt (mil. 
$) $) 

30.0 209.5 

The Michigan Plaza loan (11.6% of the pool balance) has additional debt in the form of a mezzanine loan. We 

believe that preferred equity and mezzanine debt pose a lower risk in the event of a bankruptcy because we would 

nor view these forms of financing as separate creditor interests. Ho'!lfevet; we view any subordinate debt as carrying 

additional risk because there is more pressure on the property cash flow and Jess equity at risk for the borrower. 

In addition, the Station Place Ill loan (3.5°/o of the pool balance) is part of a loan combination comprised of four 

pari passu A-notes, rwo of which are nor included in the trust. The total pari passu loan balance is $185 million. 

The Hilton Times Square ( 6.0% of the pool balance), Princeton Forrcstal Village (2. 70;;, ), Deptford Landing (2.2% ), 

Eastgatc Shopping Center ( 1.6% ), Cirru~ Marketplace ( 1.3 o/. .• ), and Marriott Resort Sand Key ( 1.0%) loans each 

permit the borrower ro incur future mezzanin~; debt. In most cases, future debt is conditional on it meeting specific 

DSC and lTV ratio hurdles. 

In addition, the borrower under the Baptist Medical Offices (1.9%) loan is nor prohibited from incurring unsecured 

debt from its respective parrners, members, or beneficiaries, as long as rhe lender recei\'es a subordination agreement 

from the unsecured lender and obtains rating agency confirmation. Standard & Poor's evaluated and accounted for 

all existing and potential furure debt in irs analysis. 

Properties 
We inspected assets representing 77.7% of the total pool balance and evaluated cash flows and derived asset values 

for properties representing 90.9% of the tOtal pool balance. For the loans we did not review, we extrapolated NCF 

haircuts and 'AAA' stress NCF decline estimates by property type and issuer. The weighted average quality score for 

the inspected properties was 2.84, a slightly above-average score on Standard & Poor's scale of 1 (highest) to 5 

(lowest). 

Properties with no operating history 
Fourteen loans representing 24.8% of the pool balance did not report comparable historical ncr operating income 

(NOI) figures, either because they had just reccnrl)' reached cash flow stabilization or because they arc single 

tenant-occupied and pay only triple-net rent. for these 14 properties, we concluded NO! based on the current leases 

in place and rhc estimated operating expense~. In addition, we evaluated the aQ;Praiscr's assumptions as well as 

comparables in the marker to derive revenues and expenses. 
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Leasehold interests 
Seven loans representing 28.3% of the pool balance are secured by a fUll or a partial leasehold interest in the 

underlying property or properties. All of these loans' ground lease terms, including the extension options, extend 

more than 20 years past the stated maturity dates and have notice and cure rights. 

Single-tenant properties 
Thirty-five properties representing 10.7% of the pool balance by allocated loan amount are secured by properties 

that are leased to single tenants. All tenants at these properties have leases that will expire after the loan's maturity 

date. In addition, six of these properties ( 1.8% of the pool balance) are occupied by tenants that have an 

investment-grade rating from Standard & Poor's. 

Third-Party And Insurance Reviews · 
Appraisal review 
Appraisal reports, in conformance with Uniform Standards of Professional Appraisal Practice (USPAP) and the 

financial Institutions Reform Recovery and Enforcement Act of 1989 (fiRREA), were prepared for all of the loans 

in rhe pool. 

Environmental review 
Phase I environmental sire assessments were prepared for all of the loans in the pool. A phase II assessment was 

performed for Remount Business Park (1.5% of the pool balance) and no further action was required. A phase II 

report was also required for two properties within the W.P. Carey Industrial Portfolio: Bangm; Maine (0.3% of the 

pool balance) and Bay City, Mich. (0.2%). W.P. Carey & Co. is rhe borrower for this property. Professional 

Services Industries Inc. estimated the cost to remediate these propet'ties at $25,000 and $2.23 million, respectively, 

which was escrowed at closing. The phase II report for Bangor, Maine required no further action, while the phase II 

report for Bay City, Mich. has nor yet been completed. 

Structural review 
Licensed, independent engineers prepared engineering reports for all of the loans. These reports identified both the 

deferred maintenance items to be corrected immediately and rhe long-term capital expenditure needs. The engineers 

identified deferred maintenance items totaling $1.3 million at 53 properties representing 51.6% of the pool balance 

and established up-front reserves of $817,910 for eight of these properties to complete these minor structural 

repairs. In general, rhe loan sellers' requirements for up-front, deferred maintenance reserves are 100%-125% of the 

recommended amount indicated in the reports. For the remainder of the properties that are shown to have deferred 

maintenance items but no upfront reserves collected, the loan seller generally requires the borrowers to make all 

necessary repairs within 12 months of the loan closing. If the required repairs are not completed in the time allotted, 

in most cases, this will be considered a violation of the loan agreement and trigger an event of default. 

Timing of third-party reports 
---inedares rmrnncfnircJ:partyreJfoTis-Jorrne pool were completed are provtcloo~ifnal5let3:----
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Table13 

Date prepared 
Appraisal review(% of 

pool) 
Phase I environmental review I% of 

pool) 
Structural review(% of 

pool) 
Less than six months before the cutoff 
date 

Six to 12 months before the cutoff 
date 

Seismic review 

84.8 

15.2 

84.8 84.8 

15.2 15.2 

Twenty properties representing 16.9% of the total pool balance are located in seismic zones 3 or 4. Seismic studies 

were performed for all of these properties, and none of the properties was found ro have a probable maximum loss 

greater than or equal to 20%. 

Hurricane and flood review 
All of the properties have wind damage insurance. Seventy-five properties representing 94.4% of the pool balance 

also have flood insurance. We reviewed the windstorm and flood coverage for the properties we analyzed, paying 

special attention to those stares and areas with known hurricane or flood zones. We determined that the windstorm 

and flood insurance deductible was high for one property (0.6% of the pool balance) when compared with our 

criteria. We calculated the difference between the acceptable maximum deductible based on our criteria and the 

acmal deductible, and we adjusted the value to account for rhe shortfall benveen these two metrics. 

Terrorism insurance coverage 
All of the loans have insurance coverage for acts of terrorism, conrain express requirements rhat terrorism coverage 

be in place, or have coverage that docs nor specifically exclude acts of terrorism. The loan documents generally 

require rhe related borrower to maintain insurance against damage from terrorism and other acts of sabotage. 

However, the requirements may contain certain qualifications, such as the availability of insurance ar commercially 

reasonable rates and the possibility. of the expiration of rhe Terrorism Risk Insurance Act of 2002, which could 

prevent terrorism-related coverage from being obtained by the applicable borrower. 

Approach 

Rating methodology 
Most CMBS transactions fall into three main categories: single-borrower or stand-alone transactions, large loan 

transactions, or conduirlfusion transactions. 

Single-borrower or stand-alone transactions are generally the least diverse transactions. These transactions are 

normally very concentrated by borrower sponsor and property type and they may or may nor be geographically 

diverse, which typically differs by transaction. 

The conduit/fusion transactions arc the most diverse. These transactions have historically consisted of 100 or more 

individual borrower sponsors and are much more diverse by sponsor, property type, and geographic location than 

rhe other two transaction types. On Nov. 3, 2010, we published a revised conduit/fusion criteria, "U.S. CMHS 

Raring Methodology And Assumptions for Conduit/Fusion Pools," rhar is meaf1t ro be applied ro conduit/fusion 

transactions. We anticipated that earlier pools will likely be smaller until the isft.1er community becomes more 
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comfortable warehousing or aggregating CMBS collateral. As such, the revised criteria essentially defined conduit 

pools as those that generally include 40 or more loans and arc diverse by sponsor, property type, and geographic 

location. 

Large loan transactions have historically consisted of 10 to 20 loans and were typically comprised of floating-rate 

loans that are secured by transitional properties. More recently, howeve1; the diversity of smaller pooled 

transactions has generally been similar to the large loan pools but consist of fixed-rate loans that are secured by 

stabilized properties. 

Conduit/fusion methodology 
The key assumption of our CMBS conduit/fusion framework is the application o( an incremental stress to the rental 

cash flow underlying our baseline 'BBB' NCF conclusion to produce the 'AAA' NCF. We chose the incremental 

declines based on the rental data published by CBRE-EA covering the period from 1980 to 2009. We applied our· 

'AAA' rent stresses based on the assumption that a 'AAA (sf)' rated CMBS tranche is generally expected to 

withstand a 40%-50% valuation decline for all collateral without defaulting, which is commensurate with our 

definition of an extreme stress for commercial real estate, as described in our Nov. 3, 2010, criteria update (for more 

information, see "U.S. CMBS Rating Methodology And Assumptions For Conduit/Fusion Pools," published Nov. 3, 

2010). 

The incremental rent decline amounts vary by property type and are applied uniformly across all property markets 

in the U.S. using the assumption that under Standard & Poor's definition of a 'AAA' stress, all markets experience a 

correlated drop in rents and NCF. Once the 'AAA' rental declines arc applied and the resulting stressed value 

declines are determined, we use a relatively straightforward set of default tests to project losses and credit 

enhancement levels. The tests for term default are: if the loan's lTV ratio is greater than 100% and its DSC is less 

than l.OOx; or if the loan's LTV ratio is greater than or equal to 90% but less than or equal to 100%, and its DSC is 

less than or equal to the LTV ratio. The loans that pass the term default test are rested again at marurity, and the 

loans will defaulr if the loans' LTV ratio under the 'AAA' stress is greater than 100% based on the amortized loan 

balance. These same default tests are applied to the in-place Standard & Poor's ::-.JCF and value conclusion to derive 

the 'BBB' credit enhancement levels and may be subject to other tests, including a floor test based on the rests' 

relative difference when compared with the 'AAA' credit enhancement levels. In determining a loan's DSC, Standard 

& Poor's will consider both rhe loan's actual debt constant and a stressed constant based on property type as further 

detailed in our conduit/fusion criteria. 

We generally make adjustments in our conduit/fusion framework model for additional debt held outside the trust. 

One loan (11.6% of the pool balance) has existing mezzanine debt secured by equity interests in the parent of the 

related borrower. Additionally, six loans (14.7%) permit future mezzanine debt and one loan ( 1.9%) permits future 

unsecured dcbt. Standard & Poor's considers any additional debt ro be a furthcr stress on thc ability of thc 

underlying propctty's NCF to pay debt service, therefore increasing the risk of borrower default on not only the 

additional outside debt, bur also the first mortgage in the trust. We may factor the additional debt into our DSC 

term default test, depending on its size as compared ro the overall pool. If the resulting DSC is below l.OOx for the 

roral debt after applying our 'AAA' rem decline stress and the 'AAA' stressed LTV is higher than 100% on the first 

mortgage debt in the trust, this can increase the expected credit enhancement levels. Standard & Poor's generally 

differentiates between secured subordinate debt and mezzanine debt by appl;i'ng a smaller increase in credit 
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enhancement levels if the additional debt is in the form of mezzanine debt financing. 

When evaluating properties leased to highly rated investment-grade tenants subject to long-term leases or loans 

secured by unsubordinated ground leases, we may consider these loans as more favorable than rhe typical loan and 

adjust our default and loss assumptions to reflect this. 

In cases where we believe a particular property in the pool exhibits in-place rents that are relatively high for the 

region bur still appear to be at-market, we nevertheless may view the rent as unsustainable in a stressed economic 

environment and adjust our default and loss assumptions to reflect this. On the other hand, when evaluating certain 

properties that are operating well below a sustainable cash flow and value, we may adjust our default and loss 

assumptions to reflect this. 

In situations where certain properties in the pool arc subject to ground lease rent step-ups that occur during and 

after the loan term, Standard & Poor's in-place NCI:' generally assumes a higher ground rent than is currently in 

place. Similarly, for propert~es in the pool that may benefit from real estate tax abatements that decrease during and 

after the loan term, Standard & Poor's in-place NCI:' generally assumes a higher real estate tax payment. Our 

methodology is more fully described in "CMBS Property Evaluation Criteria: Ground Lease Requirements In CMBS 

Transactions" and "CMBS Property Evaluation Criteria: Commercial Property Cash Flow Analysis," both published 

Sept. 1, 2004. Oftentimes, these adjustments are made at the property level to c-apture the increased expense that a 

lender would consider at refinance. As such, when evaluating loans with operating expenses that are expected ro 

increase based on contractual terms, we will consider what the actual credit risk profile of those loans is and may 

adjust our default and loss assumptions to more accurately reflect this. 

As part of its rating process, Standard & Poor's evaluates select terms and conditions of V<Jrious loans in considering 

adherence to legal criteria and general reasonable lending standards. For instance, in evaluating the borrower SPF. 

provisions of the loans in a pool, we may conduct a more derailed analysis of select loans that individually compose 

5°1., or more of the pool. In situations where we determine a loan's borrower SPE provisions deviate materially from 

our criteria, we may consider adjusting our default and loss assumptions for those loans. 

The MSC 2011-Cl tramaction has significant loan and sponsor concentration and, therefore, docs not closely 

resemble the archetypical pool described in our conduit/fusion criteria. The MSC 2011-Cl tramaction has a similar 

LTV ratio and DSC relative to the archetypical pool. Nonetheless, the MSC 2011-Cl transaction differs measurably 

in loan count, loan concentration, and geographic diversity (sec table 14). 

Table 14 

Standard & Poor's criteria minimum Standard & Poor's archetypical pool MSC 2011-Cl 

No. of loans 40 100 37 

Loan concentrations (%1 

Top5 N/A 25.0 51.6 

Top 10 N/A 35.0 71.8 

Top 20 N/A 45.0 90.0 

Effective no. of loans N/A 52.0 14.0 

Effective no. of MSAs N/A 22.0 14.6 
-

Property mix(%) -
Retail N/A 32.5 43.6 
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Table 14 

Office N/A 32.5 27.5 

Multifamily N/A 15.0 0.0 

Industrial N/A 10.0 8.3 

lodging and other N/A 10.0 20.6 

Economics 
Standard & Poor's l1V ratio N/A 90.0 88.9 

Standard & Poor's DSC N/A 1.20 1.20 

Credit enhancement levels (o/o) 

AAA 10.0 19.0 22.875 

BBB- 1.875 4.875 6.500 

B 1.0 1.375 1.875 

MSC 2011-C1-Morgan Stanley Capital I Trust 2011-Cl. MSA··Metropolitan statistical area. LTV-·Loan·to-vaiLe. OSC--Oebt service coverage. N/A--Not applicable. 

Scenario Analysis 
Standard & Poor's NCF .is 10.9% lower than the pool's most recently reported and/or estimated NOI, and 8.4% 

lower than pool's most recently reported and/or estimated I'\CF. The pool would generally have to experience 

operating performance declines approaching these amounts before we would consider taking negative rating actions. 

Conversely, we would consider taking positive rating actions if we observed sustainable improvements in property 

performance that resulted in increases to NCF that were measurably better than 10.9%. Howevet; if we observe that 

the pool has deleveraged significantly, we may consider upgrades despite smaller increases in the NCF. 

We would conduct a comprehensive review of the transaction before taking raring actions. In our analysis, we 

would determine whether we believe the cash flow declines are temporary by reviewing new leasing activity, pending 

lease expirations, and general fundamentals in the relevant submarkets. We would also consider current loan 

leverage because any dcleveraging could mitigate potential downgrades or, conversely, support potential upgrades. 

To demonstrate the effects that a decline in the pool's acwal in-place cash flow may have on rhe pool's economics, 

we started with the pool's most recent historical NOL Sixteen loans backed by 43 properties representing 41.4% of 

the pool balance did not report comparable historical NOl figures, either because they had just recently reached cash 

flow stabilization or because they are single tenant-occupied and pay only triple-net rent. For these properties, we 

determined a KOI based on the current leases in place and the estimated operating expenses. For office, retail, 

industrial, and mixed-use properties, we then adjusted the NOJ for the estimated normalized Tl/LCs and capital 

expenditure reserves using the same assumptions we derived from our property analysis of the pool. The resulting 

NCF conclusion was 2.7% lower than the pool's weighted average estimated in-place NOI, but 3.7% higher than 

the issuer's underwritten pool NCF. 

We then stressed each loan's NCF with the standard haircuts highlighted in table "15 below by comparing the :JCF 

to each loan's actual in-place debt service. We applied the same capitalization rates by property type rhat we 

determined during our property analysis of the pool to arrive at stressed values. We assumed that loans with a DSC 

below l.OOx and an LTV ratio above 100% term default, and loans with an j;rV ratio above 100% default at 

maturity. We calculated the principal losses for term defaults based on the diffct'ence between rhc outstanding 

Standard & Poor's I Ratings Direct on the Global Credit Portal I February 4. 2011 20 

SEC-STRS-E-0081904 

. ' 



• .J r 11 

Presale: Morgan Stanley Capital I Trust 2011-CJ 

beginning loan balance and the stressed value, plus two years lost interest and foreclosure expenses estimated at 5% 

of the stressed value. We calculated the principal losses for maturity losses based on the diffen:nce between the 

outstanding Joan balance at maturity and the stressed value, plus foreclosure expenses estimated at 5% of the 

stressed value. (see table 15 for a summary of the loss severities that these stresses might produce given the 

assumptions outlined above). 

Table 15 

'AAA' credit enhancement level(%) 22.875 --
'8BB-' credit enhancement level(%) 6.500 

-
'B' credit enhancement level(%) 1.875 

NCF haircut assumption(%)' {0) {10) {20) {30) (40) 

DSC (x) 1.64 1.48 1.31 1.15 0.99 

Trust pool loss(%) fOOl (04) (17) (9.8) (220) 

*The NCF decline is compared with Standard & Poor's estimate of the pool's most recent NOI (adjusted for estimated TI/LCs and capital expenditure reserves~ MSC 
2011-C1--Morgan Stanley Capital I Tn.st 2011-Cl. NCF--Ner cash flow. DSC--Deht service coverage (based on the pool's acn.al debt servir.el. NOI--Net operating income. 
TI!LCs--Tenant improvements and leasing commissions. 

Credit Evaluation 
Our analysis included the following: 

• We conducted site inspe<..<ions for 17 of the 79 properties, which secure 77.7% of the loan balance. 

• We analyzed 23 of the 371oans, representing 90.9% of the pool balance. 

• Onr loan level reviews included analyzing property level operating statements and renr rolls. 

• \Ve reviewed third-parry appraisal, environmenral, and engineering reports for each of the select properties. 

• \Ve reviewed legal m::mers that we believe are rele\'ant to our analysis, as outlined in our criteria. We completed a 

legal review for eight of the loans (65.6% of the pool balance). We reviewed the current drafts of major 

transaction documents, including the offering circular, PSA, and other legal documents to verify compliance with 

Standard & Poor's criteria and to understand the mechanics of the underlying loans and the transaction. 

For more information on our analysis of rhe cash flow and valuation of the various property types, the top 10 loan 

characteristics, and Standard & Poor's DSC and LTV ratio stratification ranges, see tables 16-18. 

Table16 

,·_~tanrt~id &_PI@'s _p~~ fi~~Q~:,··:¥~,--_ !;--~; 
DSC range (x} No. of loans Loan balance($) %of ~ool 
Greater than 1.35 3 257.159,945 16.6 

1.30 to 1.34 1 82,185,000 5.3 

1.25 to 1.29 4 168,554,781 10.9 

1.20 to 1.24 5 224,605,856 14.5 

1.15 to 1.19 4 168,361,195 10.9 

1.10 to 1.14 9 233.684.960 15.1 

1 05 to 1.09 6 215.789,851 13.9 

1 00 to 1.04 3 144.240,072 9.3 

less than 1.00 2 53.818,761 3.5 
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Table 16 

Standard & Poor's DSC~ Ri!nge {cont.) c c -_,: 

Total 37 1,548,4111).431 100 

DSC-Debt service coverage !based on Standard & Poor's coiiStalit). 

Table 17 

Beginning LTV ratio range{%) No, of loans loan balance($) %of pool 

Less than 80 3 257,159,945 16.6 

81 to 85 1 116,880,584 75 

86 to 90 4 292.903,212 18.9 

91 to 95 9 321.421,545 20.8 

96 to 100 8 296,705,135 19.2 

Greater than 1 00 12 263,330,009 17.0 

Total 37 1,548.400,431 100.0 

LTV-Loan-to-value. 

Table 18 

Ending LTV ratio range (%) No. of loans loan balance($) %of eool 
Fully omortizing 0 00 0.0 

0 to 50 1 31,274.197 2.0 

51 to 60 1 14.569,945 0.9 

61 to 70 4 250.723.181 16.2 

71 to 75 1 116,880,584 7.5 

76 to 80 10 316,998,467 20.5 

81 to 85 6 370,026.056 23.9 

86 to 90 2 37,455.793 2.4 

91 to 95 9 301,653.446 19.5 

96 to 100 0 0 0.0 

Greater than 1 00 3 1 08,81 8.761 7.0 

Total 37 1,548.400.431 100.0 

LTV--Loan-to-value. 

Top 10 Loans 
We analyzed the top 10 loans representing 71.8% of the pool balance and noted some common elements in each 

write-up. First, the pool balance as indicated within each loan write-up is as of the cutoff date, Feb. 1, 2011. The 

calculations relating to the DSC and LTV ratios are based on the cutoff balance. Second, physical and economic 

occupancy rates arc based on Standard & Poor's calculations, which may result in discrepancies between what is 

reported by Standard & Poor's and what is reported in the issuer's offering materials. We generally assume vacant 

tenants as those that have expired leases, month-to-month leases, are dark, are in litigation, are bankrupt, etc. We 

also assume that tenants with lease termination options exercise their optionS)' thereby causing those tenants' leases 

to roll earlier than rheir lease expiration dates would suggest. l.asr, the square footages as shown reflect the net 
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rentable area (KRA) as determined by Standard & Poor's. In some cases, the issuer's NRA includes common area 

space or other space that cannot be rented. Our square footage figures do not include non leasable space. 

1. Christiana Mall 
Table 19 

Loan summary Collateral summary 

Trust amount 

loan type 

Interest rate 

Amortization 

Maturity date 

Sponsors 

Management 

Borrower SPE 
provisions 

$234,990,000 

Fixed rate 

5.10% 

30 years after the initia160-month interest-only 
period 

Sept 5. 2020 

Prime Property Fund and General Growth 
Properties Inc 

An affiliate of the sponsor 

Bankruptcy remote with a nonconsolidation 
opinion and one independent director 

SPE--Special·purpose entity. NRA··Net rental area. 

Table20 

%of pool 

Originator 

Property type 

location 

Year bu i If/renovated 

Total mall NRA 

Collateral NRA 

Physical occupancy as of 
Nov. 1,2010 

Economic occupancy as of 
Nov.1, 2010 

Ownership 

15.2% 

Morgan Stanley Mortgage Capital 
Holdings LlC 

Regional mall 

Newark, Del. 

1978/2010 

1,113,334 sq. ft. 

435,219 sq. ft 

94.0% 

94.0% 

Fee/leasehold. A portion of the parking lot 
is subject to a ground lease 

Amount (mil. $) Amount l!er sg. ft ($) S&P beginning LTV ratio (%) S&PDSC* Issuer DSC*" 
A 235.0 539.9 687 1.41x 

B N/A N/A N/A N/A 

Total first mortgage 235.0 539.9 687 1A1x 

Mezzanine N/A N/A N/A N/A 

Total 235.0 539.9 68.7 1.41x 

•Calculated based on a Standard & Poor's stressed constant of 8.25% and a 30-year amortization schedule. "Calculated based on the act•al constant. a 30-year 
amortization schedule. and the ist.er's NCF. LTV--loan to value. DSC--Oebt service coverage. NCF--Net cash flow. N/A--Nor applicable. 

Table21 

lock box 

Ongoing 
reserves 

Hard, in place. 

Monthly collections for real estate taxes. 

1.85X 

N/A 

1.85X 

N/A 

1.85X 

Up-front 
reserves 

$13,822.917 to fund tenant allowances due under leases with Nordstrom, Califorma Pizza Kitchen. JB Dawson's, and Brio's Tuscan Grill. 

Other If certam trigger events occur, including an event of default or the DSCR falling below 1.2x. the issuer will deposit collections into a 
replacement reserve ($0.25 per sq. ft.). capped at $110,604, and a rollover reserve ($1.tfper sq. It), capped at $553,021. 

OSCR--Debt service coverage ratio. 
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Property And Loan Highlights 
• The property is a 1.1 million-sq.-ft. enclosed super-regional shopping mall located in Newark, Del., 

approximately 7 miles from Wilmington, Del., and 32 miles from Philadelphia. 

• The property was originally constructed in 1978, expanded in 1990, and is currently in the final stages of a 

$187.5 million renovation and expansion. The expansion included the construction of a wing that features a new 

food court, restaurant space, a Target, and a Nordstrom. Nordstrom is expected to open in April 2011. 

• The mall has four anchor tenants, Macy's, ]CPenney, Target, and Nordstrom, and one major tenant, Barnes & 
Noble. These five tenants represent 61% of the property's total square footage and are not part of the collateral. 

• The mall has 129 retail tenants. The property's in-line sales for reporting tenants occupying less than 10,000 sq. 

ft. for at least one year, excluding kiosk and food court tenants and Apple, were $549 per sq. ft. as of the trailing 

12-month period ended September 2010, reflecting an occupancy cost of 17.2 %. Including Apple, the in-line sales 

were $837 per sq. ft., reflecting an occupancy cost of 11.3%. The weighted average base rent for the collateral is 

$60.20 per sq. ft. 

• The loan sponsors are Prime Property Fund and GGP. Prime Property Fund was founded in 1973 and is a $1.7 

billion diversified core real estate fund managed by Morgan Stanley Real Estate. Prime Property Fund's portfolio 

includes office, retail, multifamily, industrial, self storage, and hotel properties located in major U.S. real esrate 

markets. GGP is one of the nation's largest real estate investment trusts and has been in the shopping center 

business for more than 50 years. GGP owns, develop~, operates, and/or manages shopping malls in 43 states. The 

company's portfolio comprises approximately 200 million sq. ft. of retail space and includes more than 24,000 

retail shops. GGP emerged from Chapter 11 bankruptcy on :-lov. 9, 2010. 

Tenant Summary 
Table22 

Tenant S&P rating Occueied sq. ft. %of collateral NRA Base rent per sq. ft.($) Lease expiration 2009 sales per sq. ft.($) 

Macy's• BB+ 215,000 N/A 0.09 December 2028 251 

JCPenney' BB+ 158,000 N/A 0.00 December 2028 215 

Target' A+ 145,312 N/A 0.00 December 2036 N.A. 

Nordstrom' BBB+ 123,000 N/A 0.00 December 2028 N.A. 

•Not part of the collateral: anchor owned. NRA··Net rentable area. N/A··Not applicable. N.A.-Not available. 

Table23 

"'o of collateral Base rent per sq. 2009 sales per sq. 
Tenant S&P rating Occupied sq. ft. NRA ft.($) Lease expiration ft.($) 

Barnes & Noble' BB+ 36.803 N/A 20.38 January 2020 NA 

Forever 21 NR 27,300 6.3 54.95 January 2020 233 

H&M NR 20,160 4.6 36.00 January 2021 92 

Express/Express Men NR 12,330 2.8 46.80 January 2014 387 

Anthropologie NR 10,967 2.5 40.00 
.-'J-':" 

January 2021 81 

Urban Outfitters NR 10,000 2.3 29.50 January 2021 54 
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Table23 

Pottery Bam NR 9.771 2.2 33.39 January 2021 307 

Abercrombie & Fitch NR 9.471 2.2 30.37 January 2020 344 

FYE NR 9,373 2.2 65.00 February 2012 313 

The Cheesecake Factory NR 8,603 2.0 30.00 January 2031 738 

Tilly's NR 8.515 2.0 80.00 May 2020 128 

*Not part of the collateral: tenant owned. NRA--Net rentable area. NR--Not rated. N/A--Not applicable. N.A--Not available. 

Table24 

Year No. of leases NRA lsg. ft.) %of sg. ft. % of total base rent 
2011 13 19,623 4.5 5.7 

2012 11 30,928 7.3 6.6 

2013 5 17,737 4.1 4.2. 

2014 10 39,527 9.1 8.3 

2015 8 25,695 5.9 6.5 

2016 12 19,546 4.5 6.8 

2017 6 17,368 4.0 4.6 

2018 10 12,609 29 4.4 

2019 15 24,828 57 8.2 

2020 26 110.631 254 237 

2021 and beyond 12 90.452 20.8 15.3 

Vacant N/A 26,275 60 6.0 

'As calculated by Standard & Poor's. We generally assume vacant tenants as those that have expired leases. monrh-to-month leases. are dark. are in litigation. are 
bankrupt, etc. NRA--Net rentable area. N/A--Not applicable. 

Competitor Statistics 
Table25 

Property Year 
name Owner built/renovated 

Concord Allied Properties 1969/1984 
Mall 

Dover Mall Simon Property 1982/1997 
Group 

King of Kravco-Simon 1962/2002 
Prussia Mall 

Franklin Simon Property 1989/1998 
Mills Group 

NE--Northeast S--South. N--North. 

www.standardandpoors.com/ratingsdirect 

NRA(sq. 
ft.) 
863,251 

843,886 

2,513.738 

1.437,685 

Distance from Sales 
property Occupancy per sq. ft 
(miles) (%) ($) Anchors 

12NE 98 450 Sears, Best Buy, and Barnes & 
Noble 

33 s 93 315 Boscov's, Mar.y's, JCPenney, 
Sears, anrl Carmike Cinema 

32 NE 99 600 Nordstrom's Bloomingdale's, 
Macy's, lord & Taylor. Sears. 
JCPenney, and Neiman Marcus 

46N 95 290 Boscov's, Burlington Coat Factory, 
Marshall's. and Sam's Club 
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Historical Cash Flow And Standard & Poor's Cash Flow 
Table26 

2007 2008 2009 Appraiser Issuer S&P 

Effective gross income($) 27,588.747 27,631,963 26.899.133 36,399,621 37.857,656 37,673,304 

Total operating expenses($) 7,477.738 7.268.062 6,802.423 8,015,857 9,058,664 9,058,664 

Total capital items($) 0 0 0 0 445,593 1,259,086 

Net cash flow ($) 20,111,010 20,363,901 20,096,711 28,383,764 28,353,399 27,355,553 

The following points summarize Standard & Poor's analytic assumptions for this loan: 

• The revenue calculations were based on in-place rents and recently execured new leases and the vacant in-line 

space was grossed-up at market rents. 

• A 6% vacancy rate was assumed, which is in-line with the property's current vacancy rare. 

• The expense reimbursements were grossed-up to 98% of operating expenses, which is in-line with the property's 

historical performance. 

• The percentage rent was based on estimated figures for 2011, accounting for the extensive expansion and 

renovation. 

• The "other income" was calculated based on the property's historical performance and includes temporary tenant 

income, other rental income, and miscellaneous revenues. 

• The operating expenses were based on the property's historical performance. The real estate taxes were based on 

the 2010 estimate, which was higher than the appraiser's assumption. 

• A management fcc of 5% of effective gross income (EGI) minus recoveries was assumed and capped at $1 million. 

• The replacement reserves were estimated at $0.30 per sq. ft. of the collan.:ral gross leasable area. 

• No TT expenses were assumed for anchor tenants because the spaces arc tenant-owned. 

• The Tl expenses for the major tenants were assumed to be $17.00 per sq. ft. for new lca~es and $8.50 per sq. ft. 

for renewal leases. 

• The TI expenses for the in-line tenants were assumed to be $20.00 per sq. ft. for new leases and $10.00 per sq. ft. 

for renewal leases. 

• The LC expenses were estimated at 4% for new leases and 2% for renewal leases. 

• The 11/LC assumptions were based on the in-place weighted average lease term of 10 years for major tenants and 

10 years for in-line tenants, with LC expenses capped at 10 years. 

• A renewal probability of 65% was assumed for the major and in-line tenants. 

• Hased on these assumptions, Standard & Poor's overall NCr variance for this property was negative 3.5%. 

• Standard & Poor's applied an 8.00% capitalization rate to the NCr, resulting in a Standard & Poor's value of 

$341.9 million ($786 per sq. ft. of collateral). 

• The quality score for this asset is 2.75, an above-average score. 

This loan exhibits the following strengths: 

• The pooled trust balance exhibits credit characteristics that are consistent with investment-grade obligations rated 

'BBB' by Standard & Poor's. 

• The property benefits from strong in-line sales performance of $549 per sqdt., or $837 per sq. ft. including 
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Apple. 

• The property is expected to benefit from a nearly complete $I 87.5 million renovation and expansion program 

that includes a new :;\iordstrom, Target, food court, and resramant space. 

• Christiana Mall is the dominant mall within its trade area. The property benefits from a diverse tenant mix of 

national anchor tenants and department stores. 

• The loan benefits from a hard, in-place lockbox. However, according to the terms of the cash management 

agreement, there is no DSC trigger for the NCF sweep and all excess cash flow will be remitted to the borrower 

unless an event of default occurs. 

• The property benefits from experienced management. 

This loan exhibits the following concerns and mitigating factors: 

• There will be significant rollover in 2020 as 26 leases representing 25.4% of the NRA will expire during the year. 

However, several of these leases were executed in 2009 and 2010 and, as such, reflect current marker rental rates. 

In addition, as of September 2010, the average sales per sq. ft. of tenants with leases expiring in 2020 were more 

than $1,300 per sq. ft. (or more than $300 per sq. ft. if the recently opened Apple store is excluded). 

• The collateral property includes a ground leased parcel that is not fully compliant with Standard & Poor's 

criteria. Howevet; this ground lease parcel relates only to a portion of the parking lot that is not necessary for 

zoning compliance. 

• The loan does nor benefit from a guarantee with respect to rhe nonrecourse carve-outs. However, the borrower is 

required to cause GGP, GGP L.P., or an affiliate of GGP, at rhe lender's approval to deliver a limited nonrecourse 

carve-out guarantee with respect to the voluntary or collusive bankruptcy filing or the termination of a collateral 

ground lease resulting from insufficient parking at the property. 

• The loan does nor require raring agency confirmation with respect to a replacement property manager. Howevet; 

any replacement property manager will be subject to the lender's approval and must be a reputable and 

experienced management organization with experience managing properties similar in size, scope, and value. 

• The loan has an initial 60-month interest-only period. However, Standard & Poor's DSC and loan analysis was 

based on the debt service assuming a 30-year amortization schedule. 

• There are no upfronr or ongoing reserves for capiral improvements or TI/LCs. However, if rhe DSC falls below 

1.2x, monthly collections will commence, capped at $110,604 for capital expenditures and $553,021 for Tl/LCs. 

• The loan is sponsored by GGP, which filed for Chapter 11 bankruptcy protection on April 16, 2009. GGP 

emerged from bankruptcy in November 2010, marking the conclusion of one of the largest and more complex 

bankruptcy cases in U.S. corporate history. 

2. Michigan Plaza 
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Table27 

Loan summary 

Trust amount $179,502,675 

Rxed rate 
Loan type 

4.94% 
Interest rate 

Amortization 30years 

Maturity date Nov. 5, 2015 

Sponsors Sir Joseph Hotung and loeb Partners Realty lLC 

Management MB Real Estate Services lLC 

Presaie: Morgan Staniey Capital i Trust 2011-C1 

%of pool 

Originator 

Property type 

No. of properties 

Location 

Year built/renovated 

TotaiNRA 

Collateral summary 

11.6% 

Morgan Stanley Mortgage 
Capital Holdings LLC 

Office, central business district. 
class A-/8+ 

One 

Chicago 

1982 and 1985/2002 

1.924,666 sq. ft. 

Borrower SPE 
provisions 

Bankruptcy remote with a nonconsolidation opinion 
and one independent director 

Physical occupancy as of Oct_ 78.4% leased and 71.8% 
1, 2010" occupied 

Economic occupancy as of 
Oct. 1, 2010* 

Ownership 

75.8% 

Fee simple 

•As calculated by Standard & Poor's. SPE-Special-purpose entity. NRA--Net rental area. 

Table28 

Amount (mil.$) Amount per sq. ft. ($) S&P beginning LTV ratio(%) S&PDSC" Issuer DSC** 
A 179.5 93.3 96.4 1.21x 1.62x 

8 N/A N/A N/A N/A N/A 

Total first mortgage 179.5 93.3 96.4 1.21x 1.62x 

Mezzanine 30.0 15.6 112.5 N/A N/A 

Total 209.5 108.9 112.5 O.B7x 1.24x 

•eaJculated based on a Standard & Poor's stressed constant of 8.25% for the mortgage and the actual11.3% constant on the mezzanine debt. ••calculated based on the 
ar.tual r.onstant anrt the issuer's NCF. LTV--Loan-to-value. OSC--Oebt servir.e r.overage. N/A--Not applir.ahle. NCF--Net r.ash flow. 

Table29 

lock box 

Ongoing 
reserves 

Up-front 
reserves 

Hard, in-place. 

Monthly collections for debt service, real estate taxes. insurance, operating expenses. and replacement reserves ($0.25 per sq. tt. per 
year). Assuming no event of default has occurred, the mezzanine debt is funded at the bottom of the waterfall. Monthly reserves for 
Tl/lCs ($241,011 per month) will be funded if the balance in the TI/LC reserve falls below $4.0 million and/or the property is less than 
70% leased. 

$15.0 million for tenant improvement allowance {$27.61 per sq. tt. of space that is vacant or dark); taxes: $6,059.068; and insurance: 
$45.743 

Property And Loan Highlights 
• The pn>pcrty is a two-building, dass A-/B+ office complex located in the East Loop submarker of Chicago's 

Central Business District (CBD). It is part of the Illinois Center complex, an enclosed retail concourse that is 

interconnected to the Hyatt Regency, the Swiss Hotel, other office buildint.ri, and a 500-space indoor parking 

garage_ The property has direct access to the Randolph Street METRA Metro Station, the South Shore commuter 
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rail system, and is located within three block;; of the "EL" trains. In addition, the Michigan Plaza landlord 

provides its tenants with private shuttle service to the three major train stations with suburban commuter rail 

serv1ce. 

• The property's two towers include 205 and 225 North Michigan Avenue, which together comprise 1,924,666 sq. 

ft. The 205 tower is a 44-srory building constructed in 1982, and the 225 tower is a 25-story building constructed 

in 1985. The two towers share a contiguous floor plan from the common lobby through the 16th floor. There is 

45,000 sq. ft. of retail space with tenants that include CVS, Starbucks, Hallmark, and Sweetwater Grill. The 

weighted average rent for the property is $30.82 per sq. ft. gross, as calculated by Standard & Poor's. 

• The sponsor is Loeb Parrners Realry LLC {Loeb}, a privately held real estate services firm that has invested in and 

managed the asset on behalf of the Loeb family, private investment groups, pension funds, and insrimrional 

investors. As of January 2010, Loeb had 32 properties in 10 states with more than 15 million sq. ft. of space. 

• The property is managed by MB Real Estate, a full-service real esrate firm that provides facilities management, 

leasing, properry development, and other related services. Based in Chicago, MB Real Estate was founded in 1982 

and manages more than 16 million sq. fr. of primarily office, retail, and industrial properties. 

Tenant Summary 
Table30 

ajor; ~ic}ligan. Pl~z.a Temtl}l~ ~·: 1-.~,:;' .. ' · .·l" .· .>. :-.;i! .:~:r ~: .. :~-
- • • - ·~" ~ .... _.1~ • " • -. ~ • "- '. ~- • 

Property NRA Base rent per sq. Base rent(% of 
Tenants S&P rating/outlook Sq. ft. (%1 ft.($) GPR) lease expiration 
Blue Cross & Blue Shield NR 225,231 11.7 17.78 9.4 March 2024 

Fox Television Station (News BBB+/Stable 84.909 4.4 2044 4.1 December 2022 
Corp.) 

Unilever N.V.' A+/Stable 77.383 4.0 24.60 4.5 July 2013 

Omnicom Group BBB+/Stable 77.059 4.0 1412 2.6 May 2016 

Cramer-Krasselt NR 76,261 4.0 20.06 3.6 June 2018 

•unilever has l'acated its space. but contint.es to pav rent. For the purposes of our analysis. we assumed a 0% renewal probability for this tenant. NRA--Net rentable 
area. GPR--Gross potential rent. NR-Not rated. 

Table31 

Year No. of leases NRA (sq. ft.) %of sg. ft. % of total base rent 
2010 1 1.237 0.1 0.1 

2011 12 32,2B7 1.7 2.6 

2012 19 95.842 5.0 8.0 

2013 19 148,615 7.7 11.5 

2014 13 66.731 3.5 5.9 

2015 12 52,338 2.7 4.1 

2016 14 259.161 13.5 18.2 

2017 1 67,562 3.5 4.0 

2018 13 178.354 9.3 10.4 

2019 7 124,980 6.5 9.4 

2020 6 69.316 
:i"'' 

3.6 4.9 

2021 and beyond 12 362.299 18.8 20.9 
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Table31 

Vacant (as of October 201 OJ N/A 465,944 24.2 N/A 

• As calculated by Standard & Poor's. We generally assume vacant tenants as those that have expired leases. month-to-montl1leases. are dark. in litigation. bankrupt. etc. 
The exception is Unilever ('A+'. lease expires July 2013). for which we assLmed a 0% renewal probability. NRA--Net rentable area. N/A-Not applicable. 

Market And Competitor Statistics 
Table32 

VTD absorption (sq. Overall vacancy Gross asking rent per sq. 
Building class Inventory (sq. It) (%) ft.($) ft.) New construction (sq. ft.) 

A 15.089.390 22.5 32.29 155.248 0 

B 7,661,679 12.2 23.81 (97,516} 0 

Blended A and B 22.751.069 19.0 29.43 57,732 0 

YTO--Year-to-nate. 

Table33 

AppraiserRentComparallle,Oata::·. <~ •. -. ·:·.: :::·---~~,~-: .~_;:~~;.-. ·\/o. : .. ~: ,,:·". ",·:_-·::;·_:~,·<:.'._ . __ --~;: ,. 

Year Size (sq. Initial rent per Term 
Pro~erty name Class NRA (sq. ft.) built Stories % leased Lease date ft.) sq. ft.($)* (years) 

150 North Michigan B 649,361 1984 41 68.2 June 2010 4,119 15.50 3 
Ave 

Two Illinois Center B 980,362 1972 32 86.6 March 2010 7,032 14.00 10 

One Illinois Center B 1,002.950 1969 32 97.4 February 2010 99,204 13.50 11 

One Illinois Center B 1,002.950 1969 32 97.4 February.201 0 5.810 12.85 

Two Prudential A 993,507 1990 64 86.2 January 2010 3,659 15.50 5 
Plaza 

Two Illinois Center B 980,362 1972 32 86.6 December 2009 184,042 15.50 10 

Three Illinois B 875,000 1980 30 66.9 August 2009 5.386 15.50 7.5 
Center 

Two Prudential A 993,507 1990 64 86.2 September 4,119 15.50 10 
Plaza 2009 

•Leases are quoted net of taxes. utilities. and other operati119 expenses. which average $15.27 per sq. ft. NRA--Net rentable area. 

Historical Cash Flow And Standard & Poor's Cash Flow 
Table34 

'cash Flows;> .f;<·-~~-~-~~j~~j"' ~·::~- -.~1~_~:·_:>,-,~-:·; ~ :~ ~/· --~···;-~ .. 

TTM ended July 
2008 2009 2010 A~~raiser {year 1) Issuer S&P 

Effective gross income($} 45,283,928 43,198,987 44,722,206 47,144,139 46,302.775 43,303,191 

Total operating expenses 23.713,693 24.480.008 24.503.352 24.161,869 25.516.018 24.654.947 
($) 

Total capital items{$) 18,388,041 9,694,342 9.492.459 1,902,119 2,810.013 3,238.492 

Other adjustments' -- -- -- -· 
~ 

2,564,859 

Net cash flow {$) 3.182.194 9,024.637 10.726.395 21.080,151 17,976.744 17,974.859 
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Table 34 

+staroard & Poor's gave credit for the lesser of Ol.r assumed annual TI/LC reserves. or S3.0 million. which is the upfront S15.0 million leasing reserve normalized over the 
five-yP.ar loan term. TTM--Trailing 12 months. Tl/lCs-T P.nant improvemP.nts and leasing commissions. 

The following points summarize Standard & Poor's analytic assumptions for this loan: 

• The underwritten revenues were based on gross rent of $28.50 per sq. ft., which is based on the appraiser's 

concluded market rents, the subject's mix of net and gross leases, and the estimated 2010 expense reimbursements 

of $8.41 per sq. ft. Our assumed mark-ro-market to $28.50 per sq. ft. represents a 7.1% discount versus the 

in-place rents (net of concessions). 

• Additional vacancy was applied to space that is dark, expired, or otherwise expected to become vacant within the 

next few months. Excluding the Unilever space ('A+', 77,383 sq. ft., 4.0% of KRA, 4.5% of base rents, expires 

July 2013), our total vacancy is 24.2 Of,, of 1\RA. 

• The expense reimbursements were based on the tenants' contractual obligations. 

• Parking income was based on the issuer's estimated income of $790,000 per year from a lease agreement with the 

operatot; Central Parking Systems. Although the current lease payment equals $1 million per yeat~ the operator 

has requested to terminate its lease due to a change in. the garage facility's projected profitability. 

• Other income was based on the property's historical performance and appraisal estimates. 

• Operating expenses, other than insurance premiums, were based on the property's trailing 12-month performance 

as of July 2010. 

• The insurance premium expense was based on the current actual premium. 

• A management fee of $1.0 million was assumed, which is equivalent to 2.3% of EGI. Standard & Poor's typically 

caps management fees at the greater of $1.0 million or 1.5% of EGI for office buildings, unless a higher amount 

is warranted. 

• Replacement reserves were assumed to be $0.35 per sq. ft. 

• Tl expenses were assumed robe $14.00 per sq. fr. for new leases and $7.00 per sq. ft. for renewal leases. 

• LCs were calculated using a rate of 4.0% and 2.0% for new and renewal tcnanrs, respectively. 

• The TI/LC assumptions were based on an assumed average lease term of ten years. 

• A 65% renewal probability was assumed for all tenanrs except Unilt.:ver, for which we assumed a 0% renewal 

probability. 

• The loan includes a $15.0 million upfront leasing reserve, which equals $3.0 million annually over the five-year 

lo::m term. In deriving its NCF, Standard & Poor's gave credit for $2.5 million, which is the lesser of our assumed 

annual Tl/LC reserve amount and $3.0 million. 

• Based on these assumptions, Standard & Poor's NCF variance for this property is 0.0%. 

• Standard & Poor's applied a capitalization rate of 9.00% to our unadjusted NCF, and added $15.0 million to 

value, which resulted in a Standard & Poor's value of $186.2 million ($97 per sq. ft.). 

• The quality score for this asset is 2.75, an above-average score. 

This loan exhibits the following strengths: 

• The property is well-located in the East Loop of the Chicago CBD. Access is convenient with an "EL" station 

located adjacent to the property. 
• The property benefits from irs location within Illinois Center, a mixed-use development that includes full-service 

hotels, office towers, an athletic facility, below-grade parking, and an array;Of retail services. 
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• The property benefits from a diverse tenant mix with more than 180 tenants, the largest of which comprises only 

9.4% of base rents. 

• The loan benefits from a hard lockbox with a meaningful trigger that is based on a first mortgage actualDSC of 

1.44x or an all-in DSC of l.lOx, including the mezzanine loan at the actual constant. The current acn1al DSCs are 

1.62x and 1.24x, respectively, based on Standard & Poor's NCF. 

• The loan benefits from a $15 million upfront leasing reserve, which equals $25.22 per sq. ft. of vacant space. 

• The property benefits from strong sponsorship and experienced management. 

This loan exhibits the following concerns and mitigating facrors: 

• There is additional debt in the form of a $30.0 million mezzanine loan, which increases Standard & Poor's LTV 

ratio from 96.4% to 112.5%. Standard & Poor's took the loan structure and all additional debt into 

consideration when evaluating the loan and the deal. 
• Although the property is 78.4% leased, physical occupancy is only 71.8% due to dark tenant spaces, including 

Unilever. This is partially mitigated by the $15.0 million upfront leasing reserve, which equals $27.61 per sq. ft. 

of vacant space. The Unileve1· {'A+') lease provides for $1.9 million in revenue per year through July 2013. 

Furthermore, the borrower has already invested approximately $13.7 million ($25.22 per sq. ft. of vacant space) 

in preparing vacant space for potential tenants, including a "speculative suite" program that enhances the 

borrower's ability to quickly accommodate new tenants. Standard & Poor's accounted for dark space in its 

analysis by assuming all non-investment-grade tenants were vacant, and by assigning a 0% renewal probability to 

the Unilever ('A+') space. 

• The subject's submarket, Chicago's East Loop, has a rota! vacancy of 19% according to CoStar. With a 

significanr overhang of available space, the leasing environment is highly competitive. However, the pipeline of 

new supply is minimal, and over the next five years, CBRE-EA is projecting modest growth in rents and declining 

vacancy levels. Standard & Poor's accounted for the weak marker fundamentals by taking a mark-to-market 

adjustment to in-place renrs. Furthermore, the property benefits from having low levels of annual lease 

expirations during the five-year loan term. 

3. Pearlridge Center 
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Table35 

Trust amount 

Loan type 

Interest rate 

Amortization 

Maturity date 

Sponsors 

Management 

Borrower SPE 
provisions 

Loan summary 

$175,000,000 

Fixed rate 

4.50% 

30 years after the initial35-month interest-only 
period 

Nov. 1, 2015 

Blackstone Real Estate Partners VI LP. (parent: 
Blackstone Holdings ['A']) and Glimcher Realty Trust 
('B+') 

An affiliate of the sponsor 

Bankruptcy remote with a nonconsolidation opinion 
and two independent directors 

SPE··Special·purpose entity. NRA··Net rental area. 

Table 36 

Amount (mil. $) Amount per sq. ft.($) 

A 175.0 152 

B N/A N/A 

Total first mortgage 175.0 152 

Mezzanine N/A N/A 

Total 175.0 152 

Presale: Morgan Stanley Capital I Trust 2011-Cl 

Collateral summary 

"lo of pool 

Originator 

Property type 

Location 

Year built/renovated 

Total mall NRA 

Collateral NRA 

Physical occupancy as of 
September 2010 

Economic occupancy as of 
September 2010 

Ownership 

S&P beginning LTV ratio(%) 
86.5 

N/A 

85.5 

N/A 

85.5 

11.3% 

Morgan Stanley Mortgage Capital 
Holdings LLC 

Regional mall 

Honolulu 

1972/1995 

1,304,172 sq. It 

1,153.541 sq. It 

99.6% 

99.7% 

Fee/leasehold; the property is 
subject to seven ground leases 

S&PDSC* Issuer DSC** 
1.10x 1.59x 

N/A N/A 

1.10x 1.59x 

N/A N/A 

1.10x 1.59x 

*Calculated based on a Standard & Poor's stressed constant of 8.25% and a 30-year amortization schedule ... Calculated based on the act~al constant. a 30-year 
amortizotion sr.h?.dul?., and th?. issu?.r's NCF. LTV-·Lni!n to vah1P.. OSC--Oehr servir.e r.nveri!ge. N/A·-Not applir.i!hl?.. NCF--Net r.ash flow. 

Table37 

Lock box Hard, in place. 

Ongoing reserves Monthly collections for debt service. ground rent. taxes and insurance. and a TI/LC reserve ($1.45 per sq. It on 475.000 sq. ft.). 

Up-front reserves Taxes ($1,040,394) and outstanding Tis ($640.750). 

TI/LCs--Tenant improvements and leasing commissions. 

Property And Loan Highlights 
• The property is a 1.2 million-sq.-ft. endosed regional shopping mall located in Honolulu, on the island of Oahu. 

lr is locarcd within one mile of Aloha Stadium, several counrry dub~, and is less than three miles from Honolulu 

Airport. 

• The property was constructed in phases and consists of two distinct structures \vith separate food courts and 
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tenant mixes. The stru<.1urcs arc within walking distance of one another and arc connected by a monorail. 

• The mall has two anchor tenants and four junior anchor tenants, each of which is part of the collateral. A third 

anchor, JCPenney, closed in January 2004. That anchor space was converted into interior mall shop space and 

two major tenant spaces: Border's Books and Price Busters, which are nor part of the collateral. 

• The mall has 279 tenants. Based on reporting tenants, the property's in-line sales for tenants occupying less than 

10,000 sq. ft. for at least one year, excluding kiosk and food court tenants, were approximately $421 per sq. ft. 
as of September 2010, resulting in an occupancy cost of approximately 15%. Historical in-line sales for tenants 

occupying less than 10,000 sq. ft., including kiosk and food court tenants, as reported by the appraiset; were 

$498 in 2007, $504 in 2008, and $496 in 2009. The current in-place weighted average base rent for in-line 

tenants is $35.22 per sq. ft., whereas the weighted average base rent for all tenants is $17.27 per sq. ft. 

• In addition to retail space, the property has been improved with 160,909 sq. ft. of office space, 9,909 sq. fr. of 

storage space, and a 54,149-sq.-fr. theatet: 

• The $175 million loan financed the $250 million acquisition of the subject property by Blackstone Real Estate . 

Partners VI L.P:(Biackstone; parent: Blackstone Holdings ['A']) and Glimcher Realty Trust ('B+') in Kovember 

2010 (representing a 70% Joan-to-cost ratio). 

• Blackstone's real estate group was founded in 1992 and has raised a total of $29 billion since inception. 

Blackstone is a long-term holder of a diversified international asset pool, including office, hotel, healthcare, retail, 

and multifamily properties. In 2007, Blackstone completed irs initial public offering, which totaled $7.6 billion 
and included a $3 billion investment by China Investment Co. 

• Glimcher Realty Trust is a REIT based in Columbia, Ohio. It owns and/or manages 26 properties in 13 stares 

with a total of 20.0 million sq. ft. Regional malls constitute the core of its portfolio. 

Tenant Summary 
Table 38 

: P:ea,f~riiliJe:_ce~t~~ ~rtchof 
S&P Occupied sq. o/o of collateral Base rent per Lease Sales per sq. ft. for the TTM ended 

Tenant rating ft. NRA sq. ft.{$) expiration September 2010 ($} 

Sears BB- 185,000 1.6 2.67 June 2029 219 

Macy's BBt 150.000 1.3 3.83 August 2014 279 

NRA--Net rentable area. 

Table39 

: Pearlr!9:!Je Center Junl!Jr Afic~or Anti Maio.r ,~~l"in~ Tf!U~!!is ;;-"::: · ~:~~;~: ~~~--- ' ·. · 
M ~~-- . ~ -~ .- .. · 

-- • r '• 
., . 

S&P Occupied sq. o/o of collateral Base rent per Lease Sales per sq. ft. for the TTM ended 
Tenant rating ft. NRA sq. ft.($) expiration September 2010 ($} 

Bed Bath & BBB 65.653 5.7 10.03 January 2021 NA 
Beyond 

Longs Drug BBBt' 26,500 2.3 3.26 Februal'{ 2021 679 
Store 

Toys "A" Us NR 46,000 4.0 13.02 January 2029 368 

Ross NR 24.063 2.1 20.7B January 2014 460 

Footlocker NR 10,817 0.9 30.00 Apri12018 301 
Triplex 

.f;;" 

Gap BB+ 17,616 1.5 20.00 November 2012 152 
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Table39 

Pearl ridge 
Theater 

NR 54.149 4.7 13.34 November 2012 11 0; $347 ,706/screen (as of 20[}9) 

•The rating on the parent company. CVS Caremark Corp. NRA··Net rentable area. NR··Not rated. N.A.--Not available. 

Table40 

(ease Roll oyer Scijedule* _, : :~ ~ - ~. .. .. 
.. ' 

Year No. of leases NRA {sg. ft.) o/o of % of total base rent 
2011 32 28.153 2.4 7 

2012 28 126.633 110 12 

2013 31 38.531 3.3 5 

2014 28 256,640 22.3 12 

2015 24 39.192 3.4 7 

2016 20 68.325 59 10 

2017 18 46.046 4.0 7 

2018 23 115.571 10.0 16 

2019 24 55.983 4.9 8 

2020 and beyond 34 369.660 32.1 17 

Vacant N/A 8.807 0.8 N/A 

•As calculated by Standard & Poor's. We generally assume vacant tenants as those that have expired IP.ilses. month-to-mnotl11eases. are dark. are in litigation. are 
bankrupt. etc. NRA--Net rentable area. N/A-Not applicable. 

Competitor Statistics 
Table 41 

Property 
name 
Ala Moana 
Center 

Kahala Mall 

Owner 
General Growth 
Properties 

N.A. 

Year built 
1959/2004 

1967/1986 

Distance from 
NRA (sq. ft.) property (miles) 

2.370.000 10.5 

485,400 13.7 

Windward 
Mall 

NA 1 982/1994 SOB .167 14.4 

NflA--Net rentable area. N.A.--Nnt available. 

Sales per 
Occupancy (o/o) sq. ft. {$) 

gg 1,125 

99 NA 

100 N.A. 

Historical Cash Flow And Standard & Poor's Cash Flow 
Table42 

2008 2009 In-place 2010 Appraiser Issuer S&P 

Effective gross income($) 42.914.383 41.139.458 43,670,936 43,228.556 42.392.113 41.849.051 

Total operating expenses($) 23,463.428 22.734.804 23.580.440 23.546.839 23.494,668 25.330,884 

Total capital items($) 0 0 0 1,520.453 1.729,688 ,;:7~1,410,779 

Net cash flow($) 19.450.955 18.404,654 20.090.496 18,161,264 17.157.757 15.851.703' 

www.standardandpoors.com/ratingsdirect 

Anchors 
Sears. Macy's, Neiman 
Marcus, and Nordstrom 

Macy's, Barnes & Noble, 
longs Drugs, and Whole 
Foods 

Macy's, Sears. Regal 
Cinemas. and Borders 
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Table42 

•standard & Poor's increased its NCF to account for the present value analysis of the ground rent expense. NCF-Net cash flow. 

The following points summarize Standard & Poor's analytic assumptions for this loan: 

• The gross potential rent was based on leases in-place as of the October 2010 rent roll, with vacant spaces grossed 

up by the average in-place rent by tenant type. 
• A market rate vacam:y of 5.0% for retail space, 7.5% for office space, and 10.0% for storage space was assumed 

because the property's in-place occupancy rate is greater than the market rate. 

• The expense reimbursements were based on the tenants' contractual obligations and the property's historical 

performance. 
• The percentage rent was based on the property's historical performance. 
• The "other income" was calculated based on the property's historical performance and includes miscellaneous 

income and fares for the onsite monorail. 
• The operating expenses were based on the property's historical performance, with consideration given to the 

appraiser's estimates. 

• A management fee of 5% of the EGI minus recoveries was assumed, bur capped at $1 million. 

• The replacement reserves were estiniated at $0.30 per sq. ft. of the collateral gross leasable area. 

• The Tl expenses for the anchor tenants were assumed to be $2.00 per sq. ft. for new leases and $1.00 per sq. ft. 

for renewal leases. 

• The Tl expenses for the major tenants were assumed robe $10.00 per sq. ft. for new leases and $5.00 per sq. ft. 

for renewal leases. 

• The Tl expenses for the in-line tenants were assumed to be $12.00 per sq. ft. for new leases and $5.00 per sq. ft. 

for renewal leases; 

• The Tl expenses for the office tenants were assumed to be $23.00 per sq. ft. for new lea~:es and $11.50 per sq. ft. 

for renewal leases. 

• The Tl expenses for the theater tenant were assumed to be $12.00 per sq. ft. for new leases and $5.00 per sq. ft. 

for renewal leases. 

• The LC expenses were estimated at 4% for new leases and 2% for renewal leases. 

• The Tl/LC assumptions were based on lease terms of 10 years for rhe anchor, major, in-line, and office tenants, as 

well as for the theater tenant. Leasing commissions were capped at I 0 years. With respect ro lease terms, we may 

adjust our assumptions in certain simations, including instances where a tenant has an early termination option 

or the lease term that the borrower indicated for a particular tenant is unrealistically long and does not reflect a 

typical market lease term. In the latter case, the rent roll that the borrower submits may inadvertently include the 

original lease terms plus extensions and overstate current lease terms. 

• A renewal probability of 65% was assumed for all tenants with the exception of the theater tenant, which was 

assigned a 60'Yo renewal probability. 

• Based on these assumptions, Standard & Poor's overall NCF variance for this property was negative 7. 7%. 

• Standard & Poor's applied an 8.00% capitalization rate to the NCF, resulting in a Standard & Poor's value of 

$202.2 million ($175 per sq. ft. of the total collateral). 

• The quality score for this asset is 3.0, an average score. 

This loan exhibits the following strengths: 
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• The property has exhibited strong historical performance with occupancy of more than 99% since 2008 and 

current occupancy of 99.6%. This is generally in line with competing malls and evidence of the relatively strong 
Honolulu retail market. 

• The property has a large mix of local and national anchor and in-line tenants, including Sears, Macy's, Bed Bath 

& Beyond (the first in Hawaii'}, Gap, Footlocker, and Toys "R" Us. The property exhibited in-line sales of $421 
per sq. ft. as of September 2010, reflecting an occupancy cost of 15%. 

• In the event that either Macy's or Pearlridge West Theaters fails to renew its lease within six months of lease 

expiration, and the borrower has not entered into new leases for the majority of the respective spaces, the 

borrower is required to make monthly TI/LC reserve payments of $333,333 per month for Macy's (up to $2.0 

million) and/or $250,000 per month for Pearlridge West Theaters {up to $1.5 million). 

• The loan is structured with a cash flow sweep upon an event of default or the DSC dropping below 1.20x, rested 

quarterly, based on the 12-month projected unde1wrirren NC:f and actual debt service. The current actual DSC is 
1.47x based on Standard & Poor's :-..ICE 

• The property benefits from strong sponsorship and experienced management by Blackstone (80% ownership) and 
Glimcher Realty Trust (20% ownership). 

This loan exhibits the following concerns and mitigating facrors: 

• Due to the fact that the mall was constructed in phases, the layout is not typical of enclosed shopping centers. The 

mall has two separate interior mall buildings that are accessible by foot or monorail. Howevet; each component 

has its own food court and mix of retail tenants. 

• 22.3% of the leases representing 256,640 sq. ft. and 12% of porenrial gross income will expire in 2014. This is 

partially due to the expiration of the Macy's lease, which accounts for 150,000 sq. ft. and 13% of .:-.JRA. As a 

mitigant, the loan requires an additional monrhly payment of $333,333 into the TI/LC reserve up ro $2.0 million 

in the event that Macy's dues not renew irs lease or a suiwble replacement tenant is not signed six: months before 

the lease expiration. Furthermore, Macy's reported strong sales of $279 per sq. ft. a~ of O<.:rober 2010. 

• The loan has an initial 36-month interest-only period. Howevet; Standard & Poor's DSC and loan analysis was 

based on the debt service assuming a 30-year amortization s<.:hedule. 

• The property is subject to seven ground leases. Six of rhe leases arc subject to a master lease through 2058, with 

renewal options through 2078. The seventh ground lease, on which the Terrirorial Savings & Loan Building is 

constructed, expires in 2031 with no renewal options. Furthermore, the lessor is not required to enter into a new 

lease with the lender if the ground lease is terminated for any reason, including rejection in bankruptcy. However, 

this portion of the subject property constitutes less than 1% of total gross leasable area and rental collections and 

is located on the periphery of the property away from the main mall structures. 

• The borrower is permitted to sell the property and transfer ownership interests to a "qualified transferee" without 

obtaining rating agency confirmation or lender consent. The loan documents require that the transferee is a 

qualified experienced operator and that it saris!}• SPE requirements. 

4. W.P. Carey Industrial Portfolio 
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Table43 

Trust amount 

Loan type 

Interest rate 

Amortization 

ARDdate 

Final maturity date 

Sponsor 

Management 

Borrower SPE 
provisions 

Loan summary 

$116,880,584 

Fixed rate 

5.17% 

30years 

Jan. 5, 2021 

Jan. 5, 2041 

W.P. Carey & Co. llC 

Managed by the tenant unless an event of default 
occurs under the master lease 

Bankruptcy remote with one independent director and 
a nonconsolidatinn opinion 

ARD-Anticipated repayment date. SPE--Special-purpose entity. NRA--Net rental area. 

Table44 

Amount (mil.$) Amount per sq. ft. ($) 

A 116.9 36 

8 N/A N/A 

Total first mortgage 116.9 36 

Mezzanine N/A N/A 

Total 116.9 36 

Presaie: Morgan Stanley Capital I Trust 2011-C1 

%of pool 

Originator 

Property type 

No. of properties 

Location 

Year 
built/renovated 

Total NRA 

Ownership 

Collateral summary 

7.5% 

Morgan Stanley Mortgage Capital Holdings 
llC 

Single-tenant, industrial warehouse; and 
single-tenant office class B 

20 

Various 

Various 

3,259,821 sq. ft. 

leased fee 

S&P beginning LTV ratio (%) S&PDSC* Issuer DSC** 
84.7 128 1.85 

N/A N/A N/A 

84.7 1.28 1.85 

N/A N/A N/A 

84.7 1.28 1.85 

·calculated based on a Standard & Poor's stressed constant of 8.50%. ··calcdated based on the actual constant and the issuer's NCF.LTV·-loan to value. OSC··Oebt 
service coverage. N/A--Not applicable. NCF--Net cash flow. 

Table 45 

lock box Hard, in-place. 

Ongoing 
reserves 

On-going monthly reserves for taxes, insurance, and capital expenditures are waived except upon an event of default or if the tenant is 
in material default. the master or replacement lease is not in full force. or evidence of tax or insurance payments is not provided. TI/LC 
collections will commence if a property is no longer occupied by the master tenant or an acceptable replacement tenant 

Up-front 
reserves 

$2,815,000 to cover potential environmental remediation. 

Tl/lCs--Tenant improvements and leasing commissions. 

Property And Loan Highlights 
• The collateral for the loan consists of the leased fcc interest in 26 General Parts Internal Im:. (GPI) distribution 

centers and four office properties that arc geographically diversified across 25 ~tate~. 

• The loan funds the $225 million purchase of the portfolio (52% loan to cc:~J). The properries were previously 

owned by an affiliate of GPI, and rhc sale involved a leaseback roan affiliate of GPI. The properties an: currently 
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operated by affiliates of GPI, including CARQUEST Auto Parts Inc. (CAR QUEST}. 

• The aggregate square footage attributable to the distribution centers is 3, t 76,238 sq. ft. while the office buildings 

comprise 83,583 sq. ft. The four office properties are located within a single office park, and the GPI affiliates use 
them as their headquarters. 

• There is one non-cancelable, triple-net lease (tenant pays all operating expenses, including real estate taxes and 

capital expenditures) covering all30 properties with an initial term of 20 years expiring in December 2030. The 

lease provides for six five-year extension options. The current in-place rent is $5.21 per sq. ft. with rent 

escalations of 5% every five years. The lease allows rhe tenant to sublease up to 50% of the gross leasable area 
witli no consent or approval of the landlord. 

• The property transfer is a sale-leaseback agreement in which W.P. Carey & Co. LLC (W.P. Carey) negotiated to 

purchase the portfolio from GPI and lease the properties to the GPI affiliates. All of the facilities arc considered to 

be critical to GPI's business operations, and the GPI affiliates are currently occupying all of the properties within 
the portfolio. 

• GPI primarily operates as CAR QUEST and is an international distributor of replacement products for cars, 

trucks, off-road equipment, buses, agricultural equipment, and recreational vehicles. CAR QUEST operates 

primarily as a distributor to commercial cusromers (83% of sales) with 17% of sales to retail customers. 

• The sponsor is W.P. Carey, an investment management firm that specializes in long-term sale-leaseback and 

build-ro-suit financing for a global portfolio of companies. W.P. Carey was founded 37 years ago and has a 

portfolio of approximately $10 billion. 

Unique Loan Features 
• The loan provides for substitution of up to 14 of rhe 30 properties during the course of the loan with 60 days 

notice. Substitution is subject to rating agency confirmation, as well as a set of preconditions with respect ro the 

quality of the property being substituted. There are no collateral release provisions, except for the aforementioned 

substitutions. 

• The loan is an ARD loan. If the loan is nor paid by rhe expected maturity date, the loan hyperamortizes and the 

interest rate on the loan will step up by a minimum of 5%. 

• The loan is structured such that there is no cap on rhe trade payables and the trade payables are not limited ro 

short-term debt obligations. However, trade payables are limited ro debts incurred from managing the properties, 

and they are expected to be limited given rhe single-tenant nature of the portfolio. 

• A partial cash flow sweep will be triggered if the loan hypcramortizes due to an expiration of the initial term; a 

material event of default occurs; the tenant or subtenant fails to occupy at least 75% of the property (as 

calculated based on allocated tenant rent); or tenant bankruptcy occurs. 

Property And Market Details 
Property summary 
Table46 

Site area Total NRA % of portfolio 
Property address City State I acres} tsq. ft.} NRA 
4001 Hawkins NE Albllquerqlle New 4.5 70,000 2.15 

Mexico 

www.standardandpoors.com/ratingsdirect 

Year 
built/renovated 

1985/2000 

Ceiling No. of dock 
height doors 

20'·26' 13 
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Table46 

4602 SE Delaware Ankeny Iowa 10.7 111,125 3.41 1997 30' 19 
Ave 

34928 McMurtrey Bakersfield Calif. 10.4 148,061 4.54 2001 32' 25 
Ave. 

155 Perry Road Bangor Maine 6.5 94,328 2.89 1967/1997 24' 12 

2001 Oak Villa Baton Rouge La. 9.1 125.371 3.85 2005 26' 23 
Boulevard 

508 McGraw St Bay City Mich. 8.3 162.481 4.98 1950/1974 14'. 25' 12 

2635 Belknap Ave Billings Mon. 5.0 109,022 3.34 1956 20'. 25' 18 

2830 Carquest Dr. Brunswick Ohio 9.6 122.814 3.77 2001 30' 19 

10325 E. 49th Denver Colo. 10.8 126,591 3.88 2000 30' 21 
Avenue 

1544 S. Girls School Indianapolis Ind. 7.6 103.648 3.18 1991 25' 20 
Rd. 

7812 S 1 86th Place Kent Wash. 4.7 89,985 2.76 1995/2005 30' 19 

21560 Grenada Ave lakeville Minn. 11.9 137,614 4.22 1981/1996 30' 19 

1991 lakepointe lewisville Texas 9.8 149,500 4.59 2000 32' 16 
Drive 

1989 Georgetown lexington Ky 10.0 100,348 3.08 1995 25' 18 
Road 

1906 N Peach Ave Marshfield Wise. 13.7 134,603 4.13 1950 15'. 23' 15 

3065 Selma Highway Montgomery Ala. 8.6 142.451 4.37 1993/2007 28' 18 

417 Brick Church Nashville Tenn. 6.6 81,599 2.50 1989 20' 13 
Park Drive 

1700 SW 38th Ave. Ocala Fla. 11.1 165,509 5.08 2001/2008 28' 25 

802 S 51st Ave Phoenix Ariz. 8.3 95,362 2.93 1988 24' 16 

14819 N lombard St Portland Ore. 6.8 f04,825 3.22 1996 26' 20 

2635 East Millbrook Raleigh N.C. 12.7 149,115 4.57 1979/1997 26' 25 
Road 

4721 Hargrove Road Raleigh N.C. 3.7 31,304 0.96 1997 N/A N/A 

4729 Hargrove Road Raleigh N.C. 5.5 36.296 1.11 1998 N/A N/A 

4709 Hargrove Road Raleigh N.C. 1.1 7,359 0.23 1987/2005 N/A N/A 

4705 Hargrove Road Raleigh N.C. 0.7 8,624 0.26 1995 N/A N/A 

795 Columbia Riverside Calif. 7.3 154,092 4.73 2004 30' 26 
Avenue 

900 N Independence Romeoville IlL 7.0 137,548 4.22 1994/2003 24' 20 
Blvd 

7751 Nieman Road Shawnee Kan. 8.0 122,640 3.76 1999 24' 19 

7337 Airways Blvd Southaven Miss. 105 111,143 3.41 1997 24' 19 

3661 Valley Pike Winchester Va. 9.3 126.463 3.88 2000 30' 18 

Total N/A N/A 239.8 3.259,821 100.00 N/A N/A N/A 

NRA--Net rentable area. N/A-Not applir.ahle. 

Standard & Poor's reviewed market data provided by CoSrar Group and CBRE-EA to develop an opinion of the 

markets in which the properties operate. In our marker analysis, we looked at each property's submarkct. Ten of the 

30 properties are located outside of the MSAs that CBRE-EA tracks. The CQStar clara presented in rable 47 includes 

properties within a five-mile radius of the c.:ollatcral property. The appraiser provided submarkcr vacancy rates, as 
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well as vacancy rates for comparable properties. 

Market statistics 
Table47 

Address City 
4001 Hawkins NE Albuquerque 

4602 SE Ankeny 
Delaware Ave 

34928 McMurtrey Bakersfield 
Ave. --
155 Perry Road Bangor 

2001 Oak Villa Baton Rouge 
Boulevard 

508 McGraw St Bay City 

2635 Belknap Ave Billings 

2830 Carquest Dr. Brunswick 

1 0325 E. 49th Denver 
Avenue 

1544 S. Girls Indianapolis 
School Rd. 

7B12S 186th Kent 
Place --
21560 Grenada Lakeville 
Ave 

1991 Lakepointe Lewisville 
Drive --
1989 Georgetown lexington 
Road 

1906 N Peach Marshfield 
Ave 

3065 Selma Montgomery 
Highway 

417 Brick Church Nashville 
Park Drive 

1700 SW3Bth Dr.ala 
Ave. 

802 S 51st Ave Phoenix 

14819 N lombard Portland 
St 

2635 East Raleigh 
Millbrook Road 

4721 Hargrove Raleigh 
Road 

4729 Hargrove Raleigh 
Road 

4709 Hargrove Raleigh 
Road 

State 
New 
Mexico 

Iowa 

Calif. 

Maine 

la. 

Mich. 

Mon. 

Ohio 

Colo. 

Ind. 

Wash. 

Minn. 

Texas 

Ky 

Wise. 

Ala. 

Tenn. 

Fla. 

Ariz. 

Ore. 

N.C. 

N.C. 

N.C. 

N.C. 

www.standardandpoors.com/ratingsdirect 

CBRE-EA 
sub market 

vacancy(%) 
12.40 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

11.40 

14.80 

17.10 

15.50 

14.80 

19.10 

N/A 

N/A 

N/A 

12.20 

N/A 

22.10 

10.30 

12.30 

13.60 

13.60 

13.60 

?resale: Morgan Stanley Capital I Trust 2011-Cl 

CoStar Appraiser's Appraiser's rent 
Average 

CBRE·EA, 
submarket submarket · comparables CoStar, and 

vacancy(%) vacancy{%) vacancy{%) a~~raiser {%) 
670 9.00 11.10 9.80 

4.70 1.50 000 2.07 

3.90 N/A 43.20 23.55 

28.60 8.70 N/A 18.65 
16.40 26.20 47.00 29.87 

57.50 33.70 64.10 51.77 

9.60 5.00 N/A 7.30 

6.00 7.50 26.50 12.85 

7.10 N/A N/A 10.95 

770 11.30 6.40 10.63 

8.90 N/A N/A 12.20 

8.30 940 6.80 9.83 

20.20 N/A 10.40 16.57 

5.70 5.60 31.20 14.17 

N/A 15.00 0.00 7.50 

22.60 10.80 N/A 16.70 

7.20 11.40 000 770 

7.50 10.90 36.30 18.23 

16.80 1080 19.20 17.23 

8.90 7.30 N/A 8.83 

12.00 34.60 2.70 15.40 

13.70 22.60 8.50 14.60 

13.70 22.60 8.50 14.60 

1370 22.60 8.50 14.60 
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Table 47 

4705 Hargrove Raleigh N.C. 13.60 13.70 22.60 8.50 14.60 
Road 

795 Columbia Riverside Calif. 17.30 18.70 10.00 28.50 18.63 
Avenue 

900N Romeoville Ill. 16.80 13.80 13.80 0.00 11.10 
Independence 
Blvd 

7751 Nieman Shawnee Kan. 10.10 5.80 8.20 28.10 13.05 
Road 

7337 Airways Southaven Miss. 26.20 10.50 16.40 10.90 16.00 
Blvd 

3661 Valley Pike Winchester Va. N/A 29.90 20.00 16.30 22.07 

CBRE··C.B. Richard Ellis. CoStar--CoStar Group. N/A--Not applicable. 

Historical Cash Flow And Standard & Poor's Cash Flow 
Table48 

Cash Flows · ~- .. · . ." •· · .i. 7 ~-~ ,,. · ·:: 
- ~ """" ,. '~ >'/"~' "'•' ~ ·~- ~ ~· 

Issuer S&P 
Effective gross income 16,128,178 19,141,029 

Total operating expenses 509,311 5,359,488 

Total capital items 1.422,536 1,064.001 

Net cash flow 14,196,331 12.717,540 

The following points summarize Standard & Poor's ana lyric assumptions for this loan: 

• The triple-net base renrs were based on in-place contract rents adjusted downward by approximately $0.30 per 
sq. ft. to marker rem levels. 

• A weighted average vacancy was assumed at 10%, which we based on the submarket conditions for the 

properties in the portfolio. Standard & Poor's vacancy conclusion was also based on our assessment of each 
property's current and future market conditions. 

• The leases are triple-net of expenses. Therefore, expense reimbursements were based on the tenant being 

responsible for all property-related operating expenses with the exception of management fees. Expense 
reimbursements equal the rota! expenses less management fees. 

• The operating expenses were based on the appraiser's and Standard & Poor's market estimates, which equal 
$1.64 per sq. ft. 

• A management fee of 3.0% of EGI was assumed; 

• The TI expenses for the distribution centers were $3.00 per sq. ft. for new leases and $1.50 per sq. fr. for renewal 
leases. 

• The 11 expenses for the office bLtildings were assumed at $11.00 per sq. ft. for new leases and $5.50 per sq. ft. for 
renewal leases. 

• The LCs were calculated using a rare of 4.0% and 2.0% for new and renewal tenants, respe<.:tivcly. 
• The 11/I.C assumptions were based on the master lease term of 20 years. 

• A 65% renewal probability was assumed for each tenant lease. 

• The replacement reserves were estimated at $0.15 per sq. ft. for industrial space and $0.30 per sg. ft. for office 
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space. 

• Based on these assumptions, Standard & Poor's NCF variance for this property is negative 10.4%. 

• Standard & Poor's applied a weighted average capitalization rate of 9.22% to the NCF, which resulted in a 

Standard & Poor's value of $137.9 million, or $42 per sq. ft. Capitalization rates ranged from 9.00% to 9.50%, 
accounting for location, market, age, and other unique features. 

• The weighted average quality score for these assets is 3.00, an average score. 

This loan exhibits the following strengths: 

• The loan is cross-collateralized and cross-defaulted by 30 properties that are geographically diversified across 15 
MSAs. 

• Approximately 62.2% of the portfolio by allocated loan amount (19 properties) is located within major MSAs, 

according to CBRE-EA data. The remainder of the porrfolio (3 7.8% and 11 properties) is located within 

secondary and tertiary markets. Howevet; the loan benefits from rhe geographic diversity of the assets, which are 

located across 23 stares. 

• The loan features a hard, in-place lockbox. 

• The property benefits from W.P. Carey's sponsorship and experienced management. 

This loan exhibits the following concerns and mitigating factors: 

• The properties in the portfolio are leased to a single non-rated tcnanr. However, the collateral properties comprise 

26 of the tenant's 29 distribution centers and are therefore deemed critical to the tenant's continued operations. 

The collateral also includes the tenant's office headqucmers. In addition, a partial cash trap is triggered if the 

tenant occupies less than 75% of the porrfolio by allocated renanr rem.There is limited historical operating data 

as the loan is acquisition financing. Tn addition, rhe property was previously owned and occupied by a GPI 

affiliate. Howevet; the leases arc absolute triple ncr, whereby rhc tenant pays all operating expenses, including 

real estate taxes, management fees, and capital expenditures. 

• Based on an analysis of marker rents provided by Costar and CBH.E-EA, rhe portfolio's W'eighted average in-place 

rent appears to be slightly above the marker average. As a result, Standard & Poor's decreased rhe in-place rents 

to market levels. Additionally, the master lease is a long term 20-year non-cancellable lease expiring in 2030, and 

the properties arc identified as critical to GPI/CARQUEST's operations. 

• The loan is structured such rhat there is no cap on the trade payables and they are nor limited to short-term debt 

obligations. However, trade payables are limited to debts incurred from managing the properties, and these are 

expected to be limited given the single-tenant nature of the portfolio. 

• Phase I environmental studies were completed by ATC Associates Inc. on Oct. 15, 2010, with findings and 

recommendations encapsulated in a post dosing environmental obligations schedule (PCO). Failure to comply 

with the PCO will trigger an event of default according to the master lease. The cost to remediate has been 

estimated at $2.815 million by Professional Services Industries Inc. and a $2.815 million reserve was funded to 

account for this potential expense. Phase II environmental assessments were recommended for two properties: 

Bang01; Maine, and Bay City, Mich. The phase II cnvironmenral report for the Bangor property indicated that no 

further action was required. The phase I report for the Bay City property called for an investigation of 
contamination from former underground storage ranks (LISTs), historical operations, and dumping of materials, 

to be completed ""<ithin 30 days after acquisition of the property and has nor yet been completed. Howevet; $2.23 

million of rhe reserve was allocated to this property. 
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5. Extra Space Portfolio 
Table49 

loan summary Collateral summary 

Trust amount 

Loan type 

Interest rate 

Amortization 

Maturity date 

Sponsor 

Management 

Borrower SPE 
provisions 

$82,185,000 

Fixed rate 

5.85% 

30years 

Feb. 1. 2021 

Extra Space Storage Inc. 

An affiliate of the sponsor 

Bankruptcy remote with a nonconsolidation opinion 
and one independent director 

SPE--Special-purpose entity. NnA-Net rental area. 

Table 50 

Amount (mil. $) Amount per sq. ft ($) 

A 82.2 58.6 

B N/A N/A 

Total first mortgage 82.2 68.6 

Mezzanine N/A N/A 

Total 82.2 68.6 

%of pool 

Originator 

Property type 

location 

Year built/renovated 

Total NRA 

Total units 

Economic occupancy as of 
Jan.1,2011 

Physical occupancy as of 
Jan. 1,2011 

Ownership 

S&P beginning LTV ratio(%) 
89.9 

N/A 

89.9 

N/A 

89.9 

5.3% 

Bane of America Mortgage Capital 
Holdings LLC 

Self-storage 

Various 

Various/various 

1,198.398 sq. ft. 

11.473 

82.0% 

84.4% 

Fee 

S&PDSC* Issuer DSC*" 
1.30x 1.50x 

N/A N/A 

1.30x 1.60x 

N/A N/A 

1.30x 1.60x 

•calculated based on a Standard & Poor's stressed constant of 8.5% ... CalcLiated based on the actual debt service amount and the issuer"s NCF. LTV··Loan to value. 
DSC-Debt service coverage. N/A-Not applicable. NCF-Net cash ftow. 

Table 51 

lock box Soft. in place. 

Ongoing reserves Monthly collections for real estate taxes and replacement reserves. 

Up-front reserves Taxes ($761.495). 

Property And Loan Highlights 
• The loan is secured by the fee interests in 16 Extra Space self-storage properties consisting of 11,473 units 

totaling 1,198,398 sq. ft. The properties were constructed between 1980 and 2004, with an average age of 

approximately 15 years. ~, 

• The portfolio properties are spread across nine states. The top three state toncentrations account for 58.3ri'o of 
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the units. The largest concentrations arc in California (three properties, 25.9% of units), New Jersey (three 
properties, 21.0% of units), and Massachusetts (two properties, 11.4% of units). 

• The properties range in size from 459 units to 1,636 units and total between 47,525 sq. ft. and 125,387 sq. ft. 

Physical occupancies range from 75.4% to 90.7%, with a weighted average portfolio occupancy of 84.4% as of 
Jan. 1, 2011. 

• Twelve of the properties include climate-controlled storage units, with a percentage of units ranging from 12.8% 
to 100.0%. The portfolio's overall percentage of climate-controlled units equals 37.6%. 

• The loan permits the release of individual properties based on a release price equal to 125% of the allocated loan 

amount, subject to a minimum DSC: test for the remaining properties equal to the greater of the DSC immediately 
preceding release and 1.40x. 

• The loan sponsor is Extra Space Storage Inc. (EXR). EXR is a REIT based in Salt Lake City and is the 

second-largest operator of self-storage facilities in the U.S. EXR's portfolio consists of approximately 770 
self-storage properties situated across 33 states and Washington, D.C. The company's properties comprise 

approximately 500,000 units and more than 50 million sq. ft. of rentable space. 

Portfolio Summary 
Table 52 

Extra Space property 
location State 
Hayward Calif. 

Hazlet N.J. 

Seattle Wash. 

Beaverton Ore. 

Stoneham Mass. 

Plainville Mass 

Toms River N.J. 

Richmond Va. 

Richmond Calif. 

Stafford Va. 

Hawthorne Calif. 

linden N.J 

Charleston S.C. 

Stone Mountain Ga. 

Columbia sc. 
Crest Hill Ill. 

Total N/A 

Year Physical 
built occupancy{%)* 
1980 75.4 

1987 873 

1999 90.7 

1980 87.0 

2003 90.0 

1998 84.9 

1999 88.3 

2000 75.0 

1984 78.0 

2004 85.1 

1991 88.4 

1998 89.4 

2000 859 

1998 85.1 

2000 88.3 

2003 80.8 

N/A 84.4 

•Represents physical occupancy per the Jan. 1, 2011 rent roll. N/A-·Not applicable. 

Total Climate-controlled units Allocated loan 
units Total sq. ft. {%) amount{$) 
1,636 125,387 0.0 8,900,000 

1,164 117.825 24.1 8,100,000 

752 67,155 1000 7,650,000 

770 103,130 0.0 6,435,000 

760 62,935 40.5 6,225,000 

551 69,811 31.4 5,250,000 

668 77,845 32.7 5,175,000 

550 72.763 96.7 5,125.000 

745 62.205 0.0 4,750,000 

679 74,835 41.8 4,600,000 

584 47,525 0.0 4,000,000 

577 50.763 100.0 3,925,000 

459 49,034 100.0 3,650,000 

483 72,120 28.8 2,975,000 

521 59,265 1000 2,925,000 

574 75,800 12.8 2.500.000 

11,473 1,198,398 37.6 82,185,000 

Historical Cash Flow And Standard & Poor's Cash Flow 
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Table 53 

2008 2009 TTM ended October 2010 Appraiser Issuer S&P 

Effective gross income($) 15,355,043 14,728,111 15,039,215 14,612,528 15,039,215 14,843,702 

Total operating expenses($) 4,796,007 4,780,150 4.845,390 5,197,039 5.555.756 5,554,598 

Total capital items($) 0 0 0 0 179.760 179,760 

Net cash flow($) 10,559,036 9.947.961 10,193.825 9,415,489 9,303,700 9,109,345 

m-Trailing 12 months. 

The following points summarize Standard & Poor's analytic assumptions for this loan: 

• The revenue calculations were grossed-up based on borrower-provided trailing 12-month net collections. 

• An 18% economic vacancy rate was assumed, which is consistenr with the borrower-provided trailing 12-month 

net collections. 

• The "other income" was calculated based on the property's historical pedormance and included retail rental 

income, late fees, and merchandise sales. 

• The operating expenses were based on the property's historical performance. 

• A management fee of 5.0% of EGI was assumed. 

• The replacement reserves were estimated at $0.15 per sq. ft. of the gross leasable area. 

• 13ased on these assumptions, Standard & Poor's overall NCF variance for this property was negative 2.1 %. 
• Standard & Poor's applied a weighted average capitalization rate of 9.96% to the NCF, which resulted in a 

Standard & Poor's value of $91.4 million, or $76 per sq. ft. Capitalization rates ranged from 9.75% to 10.25%, 

accounting for location, market, age, climate control, and other lmique features. 

• The quality scores for these assets range from 2.75 to 3.25, resulting in a weighted average portfolio quality score 
of 3.00, an average score. 

This loan exhibits rhe following strengths: 

• The loan is secured by 16 cross-collateralized and cross-defaulted self-storage properties located in nine srates. 

• Approximately 91.5% of the porrfolio's units are located within major MSAs, according to CBRE-EA data. The 

remainder of the portfolio is located within secondary and tertiary markets. 

• The portfolio has exhibited relatively stable performance since 2008. The portfolio's weighted average occupancy 

level was 83.7% in 2008, 83.9% in 2009, and 84.4% as of the most recent trailing 12-month period. 

• Approximately 37.6% of the units arc dimarc-controllcd, with four properties benefiting from 1 00°ft, 
climate-controlled .units. 

• The loan benefits from strong release provisions requiring a release price equal to 125% of the allocated loan 

amount. In addition, release is subject to rating agency confirmation and the DSC after release must be at least 

equal to the greater of the DSC prior to release and 1.40x. 

• The property benefits from EXR's sponsorship and exp.erienced management. 

This loan exhibits rhe following concerns and mitigating factors: 

• Standard & Poor's considers self-storage facilities a relatively less-stable property type because of the limited 

barriers to entry. We considered the volatility of the assets by applying more conservative capitalization rates and 
capital structure assumptions. 

• The loan is structured with only a soft lock box whereby the borrower or manager deposits all property revenue 
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into a lockbox account within five days of receipt. According to the terms of the cash management agreement, 

there is a ca·sh flow sweep but it is only triggered upon a DSC of 1.1 Ox, which we consider to be Jess robust. The 

cash trap period ends when the DSC equals or exceeds 1.20x for the immediately preceding si.x month period. 
The current actual DSC is 1.57x based on Standard & Poor's NCF. 

• Self-storage performance is usually linked to the overall health of the residential market. However, the portfolio 

has exhibited relatively stable performance despite current weakness in the residential sector. 

6. Hilton Times Square 
Table 54 

Loan summary Collateral summary 

Trust amount 

Loan type 

Interest rate 

Amortization 

Maturity date 

Sponsor 

Management 

Borrower SPE 
provisions 

$92,188.874 

Fixed rate 

4.97% 

3D years 

Nov. 1. 2020 

Suns tone Hotel Partnership llC 

Interstate Hotels & Resorts 

%of pool 

Originator 

Property type 

Location 

Year built/renovated 

No. of guest rooms 

Occupancy reforecast as of 
October 2010 

Bankruptcy remote with a nonconsolidation opinion and ADR reforecast as of October 
one independent director 21J1 0 

RevPAR relorecast as of 
October 2010 

Ownership 

SPE--Special--purpose entity. ADA--Average daily rate. RevPAR··Revenue per available room. 

Total debt outstanding 

Amount (mil. $) Amount per guest room($) S&P beginning LTV ratio(%) 

A 92.2 200,411 94.8 

B N/A N/A N/A 

Total first mortgage 92.2 200.411 94.8 

Mezzanine N/A N/A N/A 

Total 92.2 200.411 94.8 

6.0% 

Bane of America Mortgage 
Capital Corp. 

Full-service hotel 

New York 

2000/2007 

460 

88.4% 

$288.58 

$255.01 

Leasehold 

S&PDSC* Issuer DSC** 

1.10x 1.84x 

N/A N/A 

1.10x 1.84x 

N/A N/A 

1.10x 1.84x 

•calculated based 0r1 a Standard & Poor's srressed constant of 10.0% ... Calr.tlated based on the actual constant and the issuer's NCF.LTV-·loan·to-value. OSC--Debt 
servir.e r.overoge. N/A·-Not applir.abiP.. NCF--NP.t r.osh flow. 

Table 56 

Lock box Soft. 

Ongoing reserves Replacement reserve equal to 4.0% of total revenue. 
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Table 56 

Up-front reserves $3.45 million PIP reserve; $104,500 deferred maintenance; $499,238 tax reserve, which must be replenished if the taxes are not 
paid; and $188,032 ground rent. 

PIP-Property improvement plan. 

Property And Loan Highlights 
• The property is located in New York City on 42nd Street between 7th and 8th Avenues in the heart of Times 

Square. 
• The property was developed in 2000 and has 460 guest rooms. The hotel has a restaurant and bar, 5,749 sq. ft. 

of meeting space, a fimess centet; and a business center. It is part of a mixed-use development containing a 

25-screen AMC theater and various retail components. 

• As of the October 2010 reforecast, which includes actual performance through October 2010 and projections for 

the remainder of 2010, rhe property achieved an occupancy rate of 88.4%, ADR of $288.58, and revenue per 

available room (RevPAR) of $255.01. ):fer cash flow was $10,380,787. The hotel's RevPAR penetration rate was 

106.7% as of the trailing 12-month period ended October 2010. 

• The property currently benefits from a PILOT program through 2019, whereby the hotel is subject to base and 

percentage rent in lieu of direct taxes. A second PILOT program will begin in 2020 through 2029 during which 

the hotel will be subject to full property tax payments as well as recapture obligations. In its analysis, Standard & 

Poor's accounted for the significant increase in property taxes that is expected to occnr in 2020 when the initial 

PILOT program benefits expire. 

• The property is subject to two ground leases that will expire in 2091 and 2095, respectively. The current ground 

rent payment is approximately $1.6 million, or 3.4% of total revenue. Ground rent increases by approximately 

3.0% per yeat: Howevet; in 2020, the base renr componcnr will adjust to the higher of the previous year's base 

rent or 10% of the land's fair market value. 

• Jn addition to the trust balance, additional debt in the form of a mezzanine loan is permitted, subject to a 

maximum LTV of 65%, a DSC ratio of 1.35X, and raring agency confirmation. 

• The sponsor is Suns tone Hotel Investors Inc., a lodging REIT that has interests in 3 l hotels. The property is 

managed by Interstate Hotels & Resorts, which manages and/or has ownership interests in 227 hotels. 

The property has received approximately $2.6 million in capital expenditures since 2008. In addition, a $9.0 million 

($19,565 per guest room) property improvement plan (PIP) is expected to be completed in 2012. The major 

components of the project will include guest bathroom upgrades; new guest room carpeting, mattresses, drapes, and 

lighting; some new guest room case goods; new corridor carpeting; and public area upgrades. 

The hotel's demand is primarily generated by the commercial transient sector (70% of occupied room nights), with 

additional room nights generated by leisure travelers (20%) and meeting and group demand (10%). With the 

exception of the Renaissance 'limes Square, the Hilton has limited meeting space relative to most of its competitors 

and, therefore, generates the majority of its demand from corporate transient travelers (see table 57 for a summary 

of rhe hotel's primary competitive set based on the Smith Travel Research report we were provided). 
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Figure 57 

mes Square Competitiv¢ Se 

Year built/last renovated No. of guest rooms Meeting space (sq. ft.) 
Hilton Times Square 2000/2006-07 450 5,749 

Renaissance Times Square 1995/2007 310 1,730 

Crowne Plaza limes Square 1989/2008 770 23,000 
Millennium Broadway 1995/N/A 750 110,000 

Westin Times Square 2002/N/A 863 34,000 
N/A-Not applicable. 

The hotel has ourperformed the competitive set in both occupancy and ADR over the past three years and achieved 

a RevPAR penetration rate of 117.8%, 109.5%, and 106.7% in the trailing 12-month periods ending October 
2008, 2009, and 2010, respectively (see table 58). 

Figure 58 

Occupancy(%) ADR(%) RevPAR(%) 
TTM October 2008 110.1 107.1 117.8 

TTM October 2009 101.8 107.5 109.5 

TTM October 2010 100.0 106.7 106.7 

Sot.rce: Smith Travel Research. ADR·-Average daily rate. RevPAR-Revenue per available room. TIM--Trailing 12 months. 

In addition to the existing competitive set, the 547-guest room lnrerConrinental Times Square opened in .July 2010 

and is fully competitive wirh the Hilton due to irs location and full-service orientation. The hotel's general manager 

indicated that rhe Element Hotel by Srarwood, which recenrly opened, will also be competitive due ro its 418-guesr 

room count and proximate location. 

Due to the recent economic downturn, the U.S, hotel industry experienced unprecedented performance declines in 

2009 as RevPAR decreased by 16.7%, the industry's largest-recorded single-year decline. RevPAR for hotels located 

in :;-.lew York City declined by 26.4% during the same period. Howevet; due to strengthened demand, particularly in 

the corporate transient sect01; and limited supply growth in rhe U.S., the industry's overall performance improved 

significantly in 2010. In 2010, RevPAR for the U.S. hotel industry increased by 5.5%, while ::--.Iew York City 

RevPAR increased by 12.9%. Based on estimates from HVS, PKF, and Smith Travel Research, 2011 Rev PAR 

growth for the U.S. is expected to range from 6% to 8%, while, according to CBRE-EA, Manhattan RevPAR 

growth is projected to increase by 8.2% in 2011 (see table 59 for a summary of the i\'ew York City hotel sector's 

performance). 

Figure 59 

2007 2008 2009 2010 
ADA 1$1 269.74 275.02 216.07 232.29 

Occupancy l%1 83.4 81.9 77.0 80.9 

RevPAR ($) 224.93 $226.02 16644 187.93 

%change N/A 0.5 126 4) 12.9 

Sot.rce: Smith Travel Research. ADR--Average daily rate. RevPAR·-Reven~e per available room. N/A--Not applicabl~; 
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Historical Cash Flow And Standard & Poor's Cash Flow 
Table SO 

Year of operations 2008 2009 October 2010 (reforecast) Appraiser Issuer S&P* 
ADA($) 346.00 265.78 288.58 308.06 288.58 315.75 

Occupancy(%) 89.7 85.8 88.4 89.0 88.4 86.0 

RevPAR ($) 310.53 228.05 255.01 274.17 255.01 271.55 

%change N/A (26.6) 11.8 7.5 0.0'' 6.5 

Net cash flow($) 18,528.433 8.495.231 10.380.787 13.356,000 10,909,972 10,149,317 

%change N/A (54.2) 22.2 28.7 5.1'* (7.0) 

NCF margin(%) 31.9 19,8 21} 26.1 22.8 20.1 

*Standard & Poor's NCF includes a positive adjustment for the present valt.e of ground rent and tax expense. •'The isst.er's percentage change is versus the October 2010 
reforecast ADA--Average daily rate. RevPAR-·Revenue per available room. N/A-Not applicable. NCF--Net cash flow. 

The following points summarize Standard & Poor's analytic assumptions for this loan: 

• Standard & Poor's unde1written rooms revenue was based on actual, historical, and projected occupancies and 

ADRs; historical penetration rates; and the subject's general market position relative to the competitive set. 

• Departmental revenues were generally underwritten based on the property's historical performance, on a 

per-occupied-room basis. 

• Departmental expenses were generally underwritten based on the property's historical departmental performance, 

on a per-occupied-room and percentage of revenue basis. 

• Undistributed expenses were generally underwritten based on the property's historical expenses on a 

per-available-room basis. 

• Franchise fees and management fees were based on contracntal fees. The contractual management fees arc capped 

at 1.5% of total revenue. Management, marketing, and franchise fees combined were J I .4%. 

• Insurance expense was based on the appraiser's estimate. 

• Property taxes were underwritten at $5.5 million, which was based on projected taxes at the conclusion of the 

PILOT program. Howeve1; the property currently benefits from the PILOT program, whereby actual property 

taxes are approximately $2.1 million. As such, Standard & Poor's increased its NCF by averaging the present 

value of the PILOT benefit over the nine years remaining in the initial PILOT program's term. 

• Ground rent expense was $2.8 million, which is based on the estimated ground rent in 2030. The current ground 

rent expense is approximately $1.6 million. As such, Standard & Poor's increased its NCr by averaging the 

present value of the ground rent benefit over the next 20 years. 

• A furniture, fixture, and equipment (ff&E) expense was underwritten at 4.0% of total revenue. 

• Based on these assumptions, Standard & Poor's overall NCf variance for the loan was negative 7.0%. 

• Standard & Poor's applied a capitalization rate of 10.75% ro the property's adjusted NCE The resulting value 

was increased as a present value analysis was completed to give credit for the difference between the current 

lower tax and ground rent expenses in place as compared to the estimated market plus recapture tax expense and 

ground rent expense that were underwritten, yielding a value of $97.3 million ($211 ,498 per room). 

• The quality score for this asset is 2.75, an above-average score. 

This loan exhibits the following strengths: 
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• The property is well located in the h<.--art of Times SqLJarc in New York City. Due to the short-term nature of hotel 

"leases," the New York City hotel market has rebounded rapidly with the improvement in the U.S. economy. In 

2010, New York City hotel market RevPAR improved by 12.9% versus 2009. In addition, based on projections 

from CBRE-EA, the New York City full-service hotel marker is expected to achieve RevPAR growth of 8.2% in 
2011. 

• The property has outperformed its competitive set with a RevPAR penetration rate of 117.8%, 109.5%, and 

106.7% in the trailing 12-month periods ending November 2008, 2009, and 2010, respectively. 

• The property will benefit from a $9.0 million PIP, which will be implemented in 2012. Howevei; only $3.45 

million of the renovation amount was reserved. The loan is structured with an NCf<' sweep with a meaningful 

trigger based on an actual DSC of 1.35x for the immediately preceding 12-month period. The current actual DSC 
is 1.71 x based on Standard & Poor's .1\CE 

• The property benefits from experienced management from lntersrate Hotels & Resorts, as well as its brand 
affiliation with Hilton Hotels. 

This loan exhibits the following concerns and mitigating factors: 

• Hotels are volatile assets compared to other property types due to the daily nature of the pricing structure and 

their high operating expense ratios. However, Standard & Poor's underwriting and subordination levels reflect 

these concerns. 

• The property's ::-.ICF declined significanrly ro $8.5 million in 2009 from $18.5 million in 2008. However, 

performance has improved as NCF increased to $10.4 million in 2010 and is budgeted ro increase by 

approximately 10% in 2011 according to managemenr. In addition, based on projections from CBRE-EA, the 

New York City full-service hotel market is expected to achieve RevPAR growth of 8.2% in2011 and the U.S. 

hotel industry's RevPAR growth is expected to range between 6% and 8%, based on estimates from HVS, PKF, 

and Smith Travel Research. 

• In addition to the trust balance, additional dcbt in thc form of a mczzaninc loan is permittcd, subje\:t ro a 

maximum LTV of 65% and DSC ratio of 1.35X. Howevc1; isstmtKe of the additional dcbr is subject ro rating 

agcm:y confirmation. 

• The property currently benefits from a PILOT program through 2019, whereby the hotel is subject to base and 

percentage rent in lieu of direct taxes. The current property taxes of $2.1 million are expected ro increase 

significantly in 2020 (upon loan maturity) according ro the PILOT program's terms. In irs analysis, Standard & 

Poor's accounted for the significanr increase in property taxes that is expecte.d to occur in 2020 when the initial 

PILOT program benefits expire. In addition, the property will benefit from the currently reduced PILOT 

payments relative to marker-level property taxes through 2019. 

7. National Grocery Portfolio 
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Table61 

Trust amount 

Loan type 

Interest rate 

Amortization 

Maturity date 

Sponsors 

Management 

Borrower SPE 
provisions 

Loan summary 

$79,915,984 

Fixed rate 

5.05% 

30 years 

Jan. 1, 2016 

J.W. O'Connor & Co. and O'Connor Associates 
l.P. 

The Wilder Companies Ltd. 

Bankruptcy remote with a nonconsolidation 
opinion and one independent director 

SPE--Special-purpose enti~/. NRA--Net rental area. 

Table 62 

Presaie: Morgan Stanley Capital I Trust 2011-Cl 

Collateral summary 

%of pool 

Originator 

Property type 

Location 

Year built/renovated 

Total NRA 

Physical occupancy as of 
September 2010 

Economic occupancy as of 
September 2010 

Ownership 

5.2% 

Bane of America Mortgage Capital Corp. 

Retai I-anchored 

Pennsylvania and Connecticut 

Milford Marketplace: 2007; Settlers 
Ridge: 2009 

511,846 sq. ft. 

Milford Marketplace: 97.6% leased; 
Settlers Ridge: 97.2% leased 

94.9% 

Settler's Ridge: fee; Milford 
Marketplace: ground lease 

Amount lmil. $) Amount per sq. ft.($) S&P beginning LTV ratio(%) S&PDSC" lssuerDSC"" 
A 79.9 156 90.9 1.16x 1.59x 

B N/A N/A N/A N/A N/A 

Total first mortgage 79.9 156 90.9 1.16x 1.59x 

Mezzanine N/A N/A N/A N/A N/A 

Total 79.9 156 90.9 1.16x 1.59x 

•eatculated based on a Standard & Poor's stressed constant of ll.25%. ·•calc~lated based on the actual debt service and the issuer's NCF. LTV--Loan-to-value. OSC--Debt 
service coverage. N/A-Not applicable. NCF--Net cash flow. 

Table 63 

lock box Hard, in-place. 

Ongoing reserves Monthly collections for real estate taxes. replacement reserves ($0.12 per sq. ft. per year. up to $126,346). and TIJLCs ($6,000 per 
month capped at $225,000). 

Up-front reserves Tax $402,601. 

TI/LCs--Tenant improvements and leasing commissions. 

Property And Loan Highlights 
• The portfolio consists of two supermarket anchored retail properties. Settler's Ridge, located near Pittsburgh, Pa., 

is a 399,599-sq.-ft. cenrer constructed in 2009. It is anchored by Giant Eagle, Harnes & Noble, Cinemark, LA 

Fitness, and REI, and has an additional27 in-line tenants. lt is 97.2% leased. Milford Marketplace, located in 

Milford, Conn., is an 112,247-sq.-ft. shopping center constructed in 2007. lt is anchored by Whole Foods and 

has an additional 19 in-line tenants. It is 97.6% leased. 
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• The sponsor is purchasing the portfolio for a contract price of $117.5 million (68% loan to cost), $94.9 million 

of which was allocated to Settler's Ridge and $22.6 million of which was allocated to Milford Marketplace. 

• Milford Marketplace is subject to a 30-year ground lease with eight, five-year renewal options. The cun·ent 

ground rent payment is $1 million, or 7.9% of effective gross revenue. The next ground rent increase is in 2012, 
when it steps up to $1,052,804. The ground rent expense increases by 5.3% in 2012, 1.8% in 2013, 5.7% in 
2017, 10.9% in 2022, and 10.8% in 2027. 

• J.W. O'Connor & Co., the sponsor, is a privately owned real estate and development firm that has been in 

operation for more than 25 years. It has acquired or developed more than $15 billion of properties during its 
history. 

• A phase II construction project at the Settler's Ridge property is nearing completion and is expected to open in 

spring 2011. It will consist of 78,000 sq. fr. of retail space, anchored by Ross Dress for Less and Michaels. The 
sponsor has pre-negotiated terms and rights to purchase Settler's Ridge Phase ll after completion by the 
developer. 

Tenant Summary 
Table 64 

Tenant Property 
Whole Foods Milford Marketplace 

Barnes & Noble Settler's Ridge 

Cinemark Settler's Ridge 

Giant Eagle Settler's Ridge 

LA Fitness Settler's Ridge 

REI Settler's R1dge 

NRA-Net rentable area. NR-Not rated. 

Table 65 

S&P 
Tenant Property rating 

Cadillac Settler's Ridge NR 
Ranch 

Five Below Settler's Ridge NR 

Saga Steak Settler's Ridge NR 
House 

Peoples Bank Milford NR 
Marketplace 

Tenga Asian Milford NR 
Bistro Marketplace 

PF Chang's Settler's Ridge NR 
China Bistro 

ColdwatP.r Milford NR 
Creek Marketplace 

Banana Milford BB+ 
Republic Marketplace 

S&P rating Occupied sq. It %of collateral NRA _ Base rent per sq. ft.($) Lease expiration 
BB 30,162 5.9 21.55 November 2024 

NR 30.105 5.8 11.53 March 2020 

B+ 53,236 10.4 2325 October 2024 

NR 150,000 29.2 12 03 November 2034 

NR 38,000 7.4 2000 November 2024 

NR 25,177 5.2 19.75 February 2020 

%of Base rent Sales per sq. ft. Occupancy cost for 
Occupied portfolio per sq. ft. lease for the TTM ended the TTM ended 
sq. ft. NRA ($) expiration August 2010 ($) August 2010 (%) 

10,000 2.0 24.00 November 469 7.9 
2024 

8.422 1.6 15.00 April2020 N/A N/A 

7,000 1.4 23.45 April2020 N/A N/A 

6.400 1.3 37.50 October 2032 N/A N/A 

6.370 1 2 28.00 April2023 N/A N/A 

6,316 1.2 22.83 September 560 5.7 
2024 

6,000 1 2 30.00 OctobP.r 2017 356 10.0 

6.000 12 27.00 January 2013 .zc~458 7.3 
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Table 65 

NRA-Net rentable area. TIM--Trailing 12 mOI)Ihs. NA-Notrated. N/A-Not applicable. 

Table66 

Year No. of leases NRA (sg. ft.) %of sq. ft. % oftotal base rent 

2011 0 0 0 0 

2012 0 0 0 0 

2013 3 14,000 3 4 

2014 0 0 0 0 

2015 9 16.511 3 5. 

2016 1 2,750 1 1 

2017 1 6,000 1 2 

2018 7 25.460 5 8 

2019 6 20,012 4 6 

2020 13 93,924 18 17 

Post-2020 12 319,135 62 58 

Vacant N/A 14,054 3 N/A 

• As calculated by Standard & Poor's. We generally assume vacant tenants as those that have expired leases, month-to-month leases. are dark. are in litigation, are 
bankrupt. etr.. NRA-Net rP.ntable area. N/A--Not applir.ahle. 

Competitor Statistics 
Table 67 

Property name 
Westfield Connecticut 
Post Mall 

Westfield Trumbull 
Mall 

Milford Crossing 

Owner 

Westfield 
Connecticut Post 

Westfield Group 

Starwood Ceruzzi 
Mdws lLC 

NRA--Net rental area. N/A--Notapplicable. 

Table 68 

Property name Owner 

Mall at Robinson Robinson Mall JCP 
Assoc. Ltd. 

Plaza at Robinson Zamagias Properties 
Town Centre 

Raceway Plaza Raceway Plaza II 2006 
L.P. 

NRA--Net rentahle area. 

Year 
built/renovated 

NRA(sq. 
ft.) 

Distance from 
property 

1960/2005 1.412.600 1.0 

1962/1999 1,196,300 12.6 

2007/N/A 316,157 1.0 

Year NRA(sq. Distance from 
built ft.) proeerty (miles) 
2001 860,000 3 

1989 453,990 1.5 

1979 164.793 13 

Srandard & Poor's I Ratings Direct on the Global Credit Portal I February 4. 2011 

Occupancy 
(%) Anchors 

90 JCPenney. Dick's. Macy's. 
Sears. and Target 

96 Macy's, Lord & Taylor, 
JCPenney, and Target 

89 Wai-Mart, Petco. and 
Staples 

Occupancy(%) Anchors 

96.3 Macy's, Sears, JCPenney, 
and Dick's 

97.7 Marshall's and T J Maxx 

98.6 Wai-Mart and Lowes 

--
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Historical Cash Flow And Standard & Poor's Cash Flow 
Table69 

September 2010-August 2011 Appraiser Issuer S&P 
Effective gross income($) 12.777.278 12,449,980 12.638,534 12,600,329 

Total operating expenses($) 3.719.611 3,605,976 4,005,283 4,650,905 

Total capital items{$) 0 0 409,829 455.146 

Net cash flow{$) 9,057,567 8,844.004 8,223.422 7,531,430' 

*Standard & Poor's increased its NCF to account for the present value analysis of the groLnd rent expense. NCF--Net cash flow. 

The following points summarize Standard & Poor's analytic assumptions for this loan: 

• The GPR was based on the rents in-place and vacant in-line space was grossed up at the average in-line rent fo1· 

each respective property. 

• A 7.22% vacancy rate was assumed, based on a market vacancy of 5% for Milford Marketplace retail space, a 

market vacancy of 7% for Settler's Ridge retail space, and a va.:ancy of 10% on the Settlers Ridge theater and 

gym anchors. 

• The expense reimbursements were based on the tenants' contractual obligations and the property's historical 

performance. 

• The other income was based on the 20 I 0 budget. 

• The operating expenses, including property taxes and insuran.:e, were based on historical performance, 

accounting for the appraiser's estimates. 

• Ground rent expense was approximately $1.4 million, which is based on the estimated ground rem in 2030. The 

current ground rent expense is $1 million. As such, Srandard & Poor's increased its NCF by averaging the present 

value of the ground rent benefit over the next 20 years. 

• A management fee of 4% of EGI was assumed. 

• The replacement reserves were estimated at $0.20 per sq. ft. of retail gros~ leasable area. 

• The replacement reserves were estimated at $0.25 per sq. ft. of theater and gym gross leasable area. 

• The TI expenses for anchor tenants were assumed to be $4.50 per sq. ft. for new leases and $2.25 per sq. ft. for 

renewal leases. 
• The Tl expenses for in-line tenants were assumed to be $9.00 per sq. ft. for new leases and $4.50 per sq. ft. for 

renewal leases. 
• Then expenses for theater and gym tenants were assumed robe $7.50 per sq. ft. for new leases and $3.75 per 

sq. ft. for renewal leases. 
• The LC expenses were estimated at 4% for new leases and 2% for renewal leases. 

• The TI/LC assumptions were based on an average lease term of 20 years for anchor tenants, 11 years for in-line 

tenants, and 15 years for theater and gym tenants, with LCs capped at 10 years. \Vith respect to lease terms, we 

may adjust our assumptions in certain situations, including instances where a tenant has an early termination 

option or the lease term that the borrower indicated for a particular tenant is unrealistically long and does nor 

reflect a typical market lease term. In the latter case, the rent roll that the borrower submits may inadvertently 

include the original lease terms plus extensions and overstate current lease terms; 

• A renewal probability of 60% was assumed for LA Fitness and Cinemark, ~1d 65% was assumed for all other 

tenants. 
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• Based on these assumptions, Standard & Poor's overall NCF variance for this property is negative 7.2%. 

• Standard & Poor's applied a capitalization rate of 8.75% to the NCF, resulting in a Standard & Poor's value of 

$87.9 million ($171 per sq. ft.). 
• The quality score for this asset is 2.50, an above-average score. 

This loan exhibits the following strengths: 

• The two properties in the portfolio were recently constructed in 2007 and 2009 and therefore are in 

above-average condition. 

• The properties are leased to a variery of national anchor and major tenants, including Whole Foods, Barnes & 

Noble, Giant Eagle, REI, LA Fitness, and Cinemark. Each of the two properties, and the portfolio as a whole, are 

over 97% occupied. 

• The loan is cross-collateralized and cross-defaulted by two properties, which may reduce the impact of an 

operating decline or tenant rollover at any individual property. Furthermore, the properties are geographically 

diversified and located in two different states. 
• The loan is strucrnred with a hard, in-place lockbox. In addition, the loan fearures a cash flow sweep with a 

trigger based on an actual DSC of 1.20x based on trailing six-month NO I. The cash sweep ends when the DSC 

exceeds 1.25x for the immediately preceding six-month period. The current acrual DSC is 1.53x based on 

Standard & Poor's NOI. 

• The properties are located in relatively strong suburban locations close to major MSAs. Settler's Ridge is located 

near Interstate 376 outside of Pittsburgh, Pa. There are an estimated 501,830 residents within a 10-rnile radius of 

the property and the average household income is $81,489 within a three-mile radius. Milford Marketplace is 

located along Route 1, a heavily traveled commercial artery, in Milford, Conn. Milford has an estimated 

population of 54,040, with an average household income of $82,348. 

This loan exhibits the following concerns and mitigating facrors: 

• Both of the portfolio properties were constructed within the past three years. As such, there is limited historical 

operating information and tenant sales data. Anchor and major tenants, with the exception of Cinemark and 

Barnes & Noble, are not required to report sales data. 

• Thirteen tenants, representing 15% of gross potential rent (GPR), have termination options based on sales 

thresholds built into their leases. Based on 2009 reponed sales, tenants representing 3.3% of GPR currently have 

the option to terminate their leases. 

• The Settler's Ridge property is located just outside of the Pittsburgh MSA, an area that has been affected by a 

declining population base. The population within the Pittsburgh MSA decreased by 2.1% between 2000 and 

2009 and is expected to further decline by 0.3% per year through 2014. 

8. Murdock Plaza 
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Table 70 

Trust amount 

Loan type 

Interest rate 

Amortization 

Maturity date 

Sponsor 

Management 

Borrower SPE 
provisions 

loan summary 

$55,000.000 

Fixed rate 

5.08% 

30 years after the initial12-month interest-only period 

Jan. 5, 2016 

Kambiz Hekmat 

An affiliate of the sponsor 

Bankruptcy remote with a nonconsolidation opinion 
and two independent directors 

SPE--Special-purpose entity. NRA--Net rental area. 

Table 71 

Amount (mil.$) Amount per sq. ft. ($) 

A 55.0 246.9 

B N/A N/A 

Total first mortgage 55.0 246.9 

Mezzanine N/A N/A 

Total 55.0 246.9 

?resale: Morgan Stanley Capital I Trust 2011-C1 

Collateral summary 

%of pool 

Originator 

Property type 

No. of properties 

Location 

Year built/renovated 

Total NRA 

Physical occupancy as of 
Nov.1. 2010 

Economic occupancy as of 
Nov.1,2010 

Ownership 

S&P beginning LTV ratio(%) 

106.9 

N/A 

106.9 

N/A 

106.9 

3.6% 

Morgan Stanley Mortgage 
Capital Holdings LLC 

Office, class A 

One 

los Angeles 

1981 

222.768 sq. ft. 

84.2% 

83.8% 

81% leased and 19% 
fee-owned 

S&PDSC* Issuer DSC"* 
1.0x 1.31x 

N/A N/A 

l.Ox 1.31x 

N/A N/A 

1.0x 1.31x 

•Calculated based on a Standard & Poor's stressed constant of 8.25%. assuming a 30-vear amortization period. ··calculated based on the acrual constant, a 30-year 
amortization schedule, and the issuer's NCF. LTV--loa~ ro value. OSC--Oehr service r.overage. N/A··Nor applir.able. NCF--Net cash flow_ 

Table 72 

lor.k box Hard. in-place. 

Ongoing reserves Monthly collections for real estate taxes. insurance. replacement reserves. and Tl/lCs capped at $3.5 million. 

Up-front reserves Taxes: $817.598, Insurance: $52.207. 

Ti/LCs--Tenant improvements and leasing commissions. 

Property And Loan Highlights 
• The property is a I 7-story, class A office building located in the \XIe~rwood sub market of Los Angeles at the 

intersection of Westwood and Wilshire Houlevard~. The property is currently 84.2% occupied. 

• The property was built in 1981 by David !'vlurdock of Dole roods. The building contains 211,553 sq. fr. of office 

space, 11,171 sq. fr. of ground floor retail space, and a six level parking garage. The top floor is leased ro 'I he 

Regency Club, a members-only private dining cluh founded by Murdock in,;J-981. 
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• Approximately 81% of the property is situated on two ground leased parcels. Both ground leases expire in 

November 2076 with no extension options. The current ground lease payment is $730,498, which is 

approximately 7.2% of EGI. The payments are fixed until 2018, when the combined ground rent will reset to an 

amount equal to 8.0% of the then established fair market value of the land. 

• The loan sponsor is Kambiz Hekmat, who founded Indivest Inc. in 1973 in Los Angeles. Indivest Inc. is a real 

estate development, investment, and management company. Mr. Hekmat has developed, constructed, and 

managed numerous residential and commercial properties in the greater Los Angeles area, including multiple class 

A office buildings in the Westwood submarket. 

• The property is managed by an affiliate of the sponsor that has managed numerous commercial properties in the 

greater Los Angeles area. 

Tenant Summary 
Table 73 

Tenants S&P rating Sq. ft Property NRA (%) Base rent per sq. ft.{$) Base rent(% of GPR) lease expiration 

Richardson & Patel NR 23,019 10.3 48.59 104 October 2011 

Castle & Cooke Inc. NR 22.632 10.2 39.15 9.6 July 2015 

The Regency Club NR 18,282 B.2 27.68 5.5 June 2011 

Family Office Financial SetVices NR 17,968 8.1 50.09 9.3 July 2016 

Wells Fargo Advisors AA- 14,538 6.5 42.60 6.7 October 2016 

NRA--Net rentable area. GPR-Gross potential rent NR--Not rated. 

Table 74 

Year No. of leases NRA {sq. ft.) %of sg. ft. % oftotal base rent 

2011 15*' 74,565 33.5 31.4 

2012 3 7,870 3.5 4.0 

2013 3 18,449 8.3 8.5 

2014 2lttll 9,134 4.1 4.2 

2015 4K'tJIII 22,632 10.2 9.6 

2016 4li1HHII 37.910 17.0 18.5 

2017 0 0 0.0 0.0 

2018 1 14.538 6.5 7.6 

2019 0 0 0.0 0.0 

2020 0 0 0.0 0.0 

2021 0 0 0.0 0.0 

2022 and beyond 0 0 0.0 0.0 

Vacant N/A 37.669 16.9 N/A 

•As calculated by Standard & Poor's. We generally assume vacant tenants as those that have expired leases. month-to-month leases. are dark. are in litigation, are 
bankrupt. etc ... Richardson & Patel has six leases and The Regency Club has two leases that expire in 2011. •••ss11nc. has two leases that expire in 2014. ··•·castle & 
Cooke has four leases that expire in 2015 ...... Family Office Financial SeJVices has two leases that expire in 2016. NRA--Net rentable area. N/A··Not applicable. 
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Market And Competitor Statistics 
Table75 · 

Building class Inventory (sq. ft) Overall vacancy(%) Asking rent per sq. ft.($) New construction (sq. ft.) 

A 5.736,353 15.7 39.27 25,500 

B 1.018,963 7.4 27.45 27,000 

Total/average 6.755.316 14.4 37.49 52,500 

Table76 

Leased Size (sq. Effective rent per 
Class Property name NRA Year built Stories {%) Lease date ft.) sq. ft {$) 

Center West A 357,859 1990 23 70 July 2010 3,700 51.00 

Westwood Place A 194,884 1987 16 87 November 2,500 36.00 
2010 

AVCO Center A 142,000 1972/1994 12 90 July 2010 3,876 31.80 

Oppenheimer Tower A 587,971 1970/1994 24 86 August2010 13.539 38.40 

10960 Wilshire A 595,600 1971 24 86 December 50,337 39.60 
Boulevard 2010 

One Westwood A 201,923 1987 17 96 May 2010 3,000 34.20 

NRA--Net rentable area. 

Historical Cash Flow And Standard & Poor's Cash Flow 
Table 77 

.. cash Flows:1L.~-- ':<;~':J ~: ,: : ;~ ~ ~~]~~-~·,~ : ~-~:: ~:~-~~~~~~~:·:~i-~~:~~~~$~i~~.;:;;E~~; ~li~~t~~~:;~~~1~ ~ ~ ~~i~- ~~ ... ~~~:~. · ~ :~~~~~~;~~ ·~· 
2008 2009 TTM ended November 2010 Ap~raiser Issuer S&P 

Effective gross income($) 10.791.466 10,882.170 10,678,430 11.184,679 10,337,908 10,076,806 

Total operating expenses($) 5.760,848 5.256,655 4,956.384 4,900,222 4,808,583 4,962,037 

Total capital items($) 0 0 0 0 848,578 685.842 

Net cash flow ($) 5,030,618 5,625,515 5.722.046 6,284.457 4,680,746 4,547,764. 

*Standard & Poor's increased its NCF to account for the present value analysis of the growd rent expense. TIM .. Trailing 12 months. NCF--Net cash flow. 

The following points summarize Standard & Poor's analytic assumptions for this loan: 

Term 
(years) 

5 

5 

5 

8 

10 

5 

• We based the underwritten revenues on the in-place leases as of .\lovember 2010, and vacant space was grossed 

up at market rent levels. 

• A vacancy rate of 17.6% was applied to the office space based on current submarket data. 

• The expense reimbursements were based on the tenants' contractual obligations. 

• The other income was based on the property's historical performance. 

• Our operating expenses were based on the property's historical performance and budget projections. 

• The ground rent was based on the future ground rent expenses assuming no land value growth. Standard & 

Poor's ground rent expense was $0.89 million, which is based on the estimatt:;d ground rent in 2018. The current 

ground rent expense is approximately $0.73.million. As such, Standard & P~or's increased irs NCF by averaging 
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the present value of the ground rent benefit over the next seven years. 

• A management fcc equal to 4.0% of EGl was assumed. 

• The replacement reserves were assumed to be $0.35 per sq. ft. 
• The TI expenses for the office tenants were assumed to be $21.00 per sq. ft. for new leases and $10.50 per sq. ft. 

for renewal leases. 
• The LCs were calculated using a rate of 4.0% and 2.0% for new and renewal tenants, respectively. 

• The TI/LC assumptions were based on the in-place weighted average lease terms of seven years. 

• A 65% renewal probability was assumed for all tenants. 

• Based on these assumptions, Standard & Poor's NCr variance for this property is negative 2.8%. 

• Standard & Poor's applied a capitalization rate of 8.7S% to theNCE The resulting value was increas~d as a 

present value analysis was completed to give credit for the difference between the current lower ground rent 

expense and the future estimated ground rent expense that was undenvritten, yielding a value of .$51.5 million 

($231 per sq. ft.). 

• The quality score for this asset is 2.75, an above-average score. 

This loan exhibits the following strengths: 

• The property is well located at the intersection of Wilshire and Westwood Boulevards, rwo of the main arteries 

running through the Westwood submarket of Los Angeles. The property is also approximately 0.5 miles from 

Interstate 405 (San Diego Freeway) and less than three miles from Interstate 10 (Santa Monica Freeway). 

• The property has a diverse tenant mix including law firms, financial institutions, private venture capital firms, 

film production companies, a nonprofit foundation, an exe.curive search firm, and a private members-only dining 

club. The largest tenant occupies only 10.3% of the KRA. 

• The loan benefits from a hard, in-place lock box. However, according to the terms of the cash management 

agreement, the triggers for the NCF sweep are less robust at only 1.05x DSC or an event of default. All excess 

cash flow will be remitted to the borrower until a trigger event occurs. 

This loan exhibits the following concerns and mitigating factors: 

• The property exhibits near-term rollover risk. Leases representing 33.S% of the NRA expire in 2011 due mainly 

to the rollover of Richardson & Patel LLP (10.3% of 1'\RA) and The Regency Club (8.2% of NRA). The Regency 

Club, a members-only private dining club, has occupied the building since inception and has received visits from 

every U.S. President. In addition, the property serves as Richardson & Patel's west coast headquarters, and the 

tenant has expanded its space within the building multiple times. There are no upfront Tl/LC reserves; however, 

there are ongoing TI/LC reserves of $64,973 per month capped ar $3.S million. In addition, if the DSC falls 

below 1.05x, the borrower must deposit the difference between $3.5 million and the current balance. 

• The loan has an initial 12-month, interest-only period; howeve1; Standard & Poor's DSC and loan analysis was 

based on the debt service assuming a 30-year amortization schedule. 

• The loan has a high Standard & Poor's LTV ratio of 106.9%. Compared ro the issuer's ).)CF, Standard & Poor's 

NCF was adjusted downward by 2.8%. Howeve1; the appraiser's value of $95.0 million, or $427 per sq. ft., 

reflects an implied cap rare of 4.9% based on the issuer's NCF. Standard & Poor's utilized a stabilized cap rare of 

8.75%, resulting in a value of $51.4 million, or $231 per sq. ft., which reflects a 45.8% variance to the appraised 

value. After evaluating the appraiser's assumptions, we determined that the appraiser's J 0% stabilized vacancy 

assumption differed from the historical performance of both the subject mru the submarker. Furthermore, the 

CBRE-EA baseline forecast for the subject's Westwood submarket calls for only a modest decline in vacancy over 
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the next five years. 

9. Station Place III 
Table 78 

loan summary 

Trust amount $54.7 40,072 

Fixed rate 
loan type 

5.245% 
Interest rate 

Amortization 30 years 

Maturity date Oct. 5, 2020 

Sponsors Fisher Brothers and Louis Dreyfus Property Group 

Management 

Borrower SPE 
provisions 

An affiliate of the sponsor 

Bankruptcy remote with a nonconsolidation opinion 
and two independent directors 

SPE--Spedal-purpose entirt. NRA--Net rental area. 

Table 79 

Amount {mil.$) Amount per sq. ft. {$) 

A-1 100.0 366 

A-2 30.0 366 

A-3 30.0 366 

A-4 25.0 366 

Total first mortgage 185.0 366 

Mezzanine N/A NiA 

Total 185.0 366 

Presale: Morgan Stanley Capital 1 Trust 2011-CJ 

Collateral summary 

%of pool 

Originator 

Property type 

No. of properties 

location 

Year built/renovated 

Total NRA 

Physical occupancy as of 
July 1,2010 

Ownership 

S&P beginning LTV ratio(%) 
102.6 

102.6 

102.6 

102.6 

102.6 

N/A 

102.6 

3.5% 

Morgan Stanley Mqrrgage 
Capital Holdings LlC 

Office. central business district. 
class A 

One 

Washington, O.C. 

2009 

505A02 sq. ft. 

98.8% 

Fee 

S&PDSC" Issuer DSC** 
1.03x 1.31x 

1.03x 1.31X 

1.03x 1.31x 

1.03x 1.31x 

1.03x 1.31x 

N/A N/A 

1.03x 1.31x 

•Calculated based on a Standard & Poor's stressed constant of 8.25% on the hill pari passu loan amount of $185.0 million ... Calcvlated based on the actual constant on 
the full pari passu loan amount and the issuer's underwritten NCF.LTV-loan-to-value. DSC--Oebt service coverage. N/A-Not applicable. NCF--Net cash flow. 

Table 80 

lock box 

Ongoing reserves 

Up-front reserves 

Hard, in-place. 

Monthly collections for real estate taxes and springing for insurance and TI/LC reserves. Following the seventh anniversary of the 
closing date, $250,000 per month for rollover reserve funds ($1.50 per sq. ft. not leased to the U.S Securiues and Exchange 
Commission). 

$22.670,782 for TI/LC reserves and $300,000 for a serv1ce reserve fund. 

Tl/lCs--Tenant improvements and leasing commissions. 
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Property And Loan Highlights 
• The property is a newly constructed, class A office building located in Washington, D.C., adjacent to Union 

Station. The subject is part of an office complex that consists of three interconnected buildings with 1.6 million 

sq. ft. on 5 .5 acres. 
• The subject property contains 514,211 sq. ft. of office space, with three levels of tmderground parking containing 

307 parking spaces. 
• The sponsors of the bankruptcy-remote SPE borrower are Louis Dreyfus Property Group and Fisher Brothers. 

Louis Dreyfus Property Group has developed, acquired, and managed office buildings in North America and 

Europe for more than 35 years. Within the Washington, D.C. real estate market, it developed and O\\iTIS 1101 

New York Avenue N\V (393,000 sq. fr.), the Four Seasons in Georgetown, and 2001 K Street, and is currently 

developing Lafayette Tower (801 Seventeenth St.). Fisher Brothers was founded in 1915 and is a privately held 

partnership that manages real estate properties, investment portfolios, and other businesses. It presently owns, 

manages, and leases more than 6 million sq. ft. to major corporate tenants. 

• The property is managed by an affiliate of the sponsor. 

Unique Loan Features 
• The Station Place lii loan is part of the Station Place Ill loan combination evidenced by four pari passu notes with 

an aggregate original principal balance of $185.0 million. Standard & Poor's analysis is based on the full loan 

amount of $185.0 million. 

Tenant Summary 
Table 81 

Tenants 
Kaiser Foundation 

U.S. Securities and Exchange 
Commission 

American Chemistry Council 

S&P rating/outlook 
A+ 

AAA 

NR 
NRA-Net rentable area. GPR-Gross potential rent. Nfl--Not rated. 

Table 82 

Property NRA Base rent per Base rent(% of 
Sq. ft. (%) sq. ft.($) GPR) lea!le expiration 
205.682 40.7 35.36 38.1 June 2024 

201.998 40.0 33.00 34.9 January 2021 

91,783 18.2 56.00 26.9 December 2025 

Year No. of leases NRA (sq. ft.) % of sq. ft. % of total base rent 
2011 0 0 0.0 0.0 

2012 0 0 0.0 0.0 

2013 0 0 0.0 0.0 

2014 0 0 0.0 0.0 

2015 0 0 0.0 0.0 

2016 0 0 0.0 0.0 

2017 0 0 0.0 0.0 
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Table82 

2018 0 0 0.0 

2019 0 0 0.0 

2020 0 0 0.0 

2021 and beyond 14 499,463 9B.B 

Vacant N/A 5,939 1.2 

NRA--Net rentable area. N/A-Not applicable. 

Market And Competitor Statistics 
Table 83 

0.0 

0.0 

0.0 

100.0 

N/A 

Building class Inventory (sq. ft.) Overall vacancy I%) Asking rent per sq. ft. YTD absorption {sq. ft) New construction (sq. ft.) 
A 24,204.753 19.0 51.65 2.962,260 414,029 

B 7.286,508 10.0 42.03 (274,892) 0 

c 1,546.921 5.8 36.39 (2.914) 0 

Overall submarket 33.038,182 16.4 49.79 2.684,454 414.029 

YTO-Year-to-date. 

Table 84 

Year lease Size lsq. In itia I rent Term 
Pro~erty name Class NRA built Stories Tenant date ft.) per sq. ft. (years) 

Constitution A 1.400,000 1979 10 SEC August 900.000 32.00 10.0 
Center 2010 

300 New Jersey A 255,692 2009 10 Novak Druce & Quigg March 2010 26.317 32.00 6.1 

300 New Jersey A 255,692 2009 10 Comr.ast June 2010 20,000 . 45.00 9.6 

The McPherson A 239.174 1988 12 8Goz Allen Hamilton July 2010 67,617 38.00 7.0 
Building 

The McPherson A 239,174 1988 12 Chicago School of February 16,000 30.00 10.0 
Building Professional Psychology 2010 

City Center A 345.772 1992 12 Dept of Treasury August 59.309 30.50 10.0 
2010 

Columbia Center A 385.500 2007 12 Natural Resource Defense July 2010 29.000 3100 10.0 
Council 

Victor Building A 319,257 2000 10 Board Source May2010 15,040 33.00 11.7 

NRA--Net rentable area. 

Historical Cash Flow And Standard & Poor's Cash Flow 
Table 85 

i_~ash: flqw.; _-· 
. ' ~-. 

: -. 
·" 

2010 projection 2011 projection Appraiser Issuer S&P 

Effective gross income($) 5,650.734 27.59Z.fl19 26,494.637 26,630.492 25,086.647 

Total operating expenses($) 7,340.730 9.342.621 8,663.995 9.822,471 9,97Ef.457 
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Table 85 

Total capital items{$) 0 0 0 1,694,680 1.449.874 

Net cash flow ($) (1,689,996) 18,250,198 17,830,642 15,113,341 15,685,852* 

*Standard & Poors net cash flow includes normalized rents for Kaiser and the U.S. Securities and Exchange Commission. 

The following points summarize Standard & Poor's analytic assumptions for this loan: 

• The underwritten revenues were based on the in-place leases as of July 2010. 

• The expense reimbursements were based on the tenants' contractual obligations. 

• We estimated vacancy at market for noncredit tenants and according to our criteria for investment-grade tenants. 

We calculated a Kaiser ('A+') credit vacancy of 4.0% and used 8% for the remaining space, yielding a weighted 

average vacancy of 6.5%. As of July 2010, actual physical occupancy was 98.8%. Standard & Poor's calculated 

an economic vacancy of 6.5% versus the issuer's vacancy assumption of 6.2 %. 

• Other income was based on the property's projected performance, the appraiser's estimates, and comparable 

buildings in the market. 

• The operating expenses were based on the property's projected performance, the appraiser's estimates, and 

comparable buildings in the market. 

• A management fcc of 3.0% of EGl was assumed. 

• The replacement reserves were assumed to be $0.35 per sq. fr. 

• The Tl expenses were assumed to be $.30.00 per sq. ft. for new leases and $15.00 per sq. ft. for renewal leases. 

• The LCs were calculated using a rate of 4.0% and 2.0% for new and renewal tenants, respectively. 

• The 11/LC assumptions were based on the in-place weighted average lease terms of 12.7 years, with LC expenses 

capped at 10.0 years. 

• A 65% renewal probability was assumed for all tenants. 

• Based on these assumptions, Standard & Poor's NCF variance for this property is 3.8%. 

• Standard & Poor's applied a blended capitalization rare of 8.25% to the NCF and added the value of the U.S. 

Securities and Exchange Commission and Kaiser rent sreps, which resulted in a Standard & Poor's value of 

$180.3 million ($357 per sq. ft.). 

• The quality score for this asset is 2. 7 5, an above-average score. 

This loan exhibits the following strengths: 

• The property is well-located in Washington, D.C. and is adjacent to Union Station, which provides Metro access, 

Amtrak train service, and retail outlets. In addition, the property is located five blocks from the U.S. Capitol. 

• Investment-grade tenants comprise 80.7% of the building's total KRA and generate 73.1% of total GPR. Each of 

the three tenants has a lease term of 10 years or longer. As such, there is no rollover during the loan term. 

• Since construction was completed in .June 2009, rhe property has been 98.8% leased to three tenants: Kaiser 

Permanente ('A+', 40.7% of ::-.JRA through 2024}, the U.S. Securities and Exchange Commission ('AAA'; 40.0% 

of total NRA through 2021), and The American Chemistry Council (18.2% of NRA through 2025}. 

• The loan benefits from a hard, in-place lockbox. However, according to the terms of the cash management 

agreement, the triggers for the NCF sweep are less robust at only 1.05x DSC or an event of default. All excess 

cash flow will be remitted ro the borrower unril a trigger event occurs. 

This loan exhibits the following concerns and mitigating factors: 
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• The lease with the U.S. Securities and Exchange Commission (40.0% of the NRA and 34.9% of the GPR) expires 

in January 2021, three months after rhe loan maturiry. Since 2004, the U.S. Securities and Exchange Commission 

has leased more than 1 million sq. ft. of space in Station Place I and Station Place II, irs headquarters. In the event 

it does not extend its lease, the loan documents require the borrower to deposit $250,000 per month for the final 

36 months of the loan term, resulting in a reserve balance of $9 million (nearly $45 per sq. ft. of the U.S. 

Securities and Exchange Collllnission space) at maturity to be used for TI/LC costs associated with re-tenanting 
the space. 

• CoStar's fourth-quarter 2010 class A office vacancy rate for the Washington, D.C. Capitol Hill area is 19.0%. In 

addition, the appraiser cites vacancy rates at comparable buildings at an average of 19.9%. However, as of July 

2010, the in-place vacancy at the property was 1.2%, which is well below rhe marker vacancy levels and the 

vacancy rates at competitive properties, as identified by the appraise1: Since construction was completed, the 

property has been 98.8% occupied by three tenants on long lease terms. furthermore, there is no rollover during 
the loan term. 

• The property has no historical operating data because it was recently constructed in 2009. Standard & Poor's 

evaluated the appraiser's assumptions as well as comparables in the market to evaluate the property. 

10. Princeton Forrestal Village 
Table 86 

Loan summary 

Trust amount $41.210,910 

Fixed rate 
Loan type 

Interest rate 5.475% 

Amortization 30 years 

Maturity date Jan. 5. 2016 

Sponsor lnvestcorp 

lincoln Equities Group LLC 

Management 

Borrower SPE 
provisions 

Bankruptcy remote w1th a nonconsolidation opinion 
and two independent directors 

SPE··Special·purpose enti~/. NAA--Net rental area. 

Table 87 

Amount !mil.$) Amount per sq. ft. ($) 

A 41.2 75 

B N/A N/A 

Total first mortgage 41.2 75 

Mezzanine N/A N/A 

Total 41.2 75 

www.standardandpoors.com/ratingsdirect 

Collateral summary 

%of pool 

Originator 

Property type 

Location 

Year built/renovated 

Total NRA 

Physical occupancy as of 
Sept. 14,2010 

Economic occupancy as of 
Sept. 14,2010 

Ownership 

S&P beginning LTV ratio I%) 
98.5 

N/A 

98.5 

N/A 

98.5 

2.7% 

Morgan Stanley Mortgage 
Capital Holdings LLC 

Mixr.d use. offir.e. and retail 

Princeton, N.J. 

1987-2010 

549,336 sq. ft. 

89.3% 

90.1% 

leasehold 

S&PDSC* Issuer DSC** 

1.14x 1.49x 

N/A N/A 

1.14x 1.49x 

N/A N/A 

1.14x 1.49x 
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Table87 

;;'iJebt St.riu~t~l'e(~oni.l 
....•. , . . . • ·c 

*Calculated based on a Standard & Poor's stressed constant of a25% ... CalcLiated based on the actual constant and the issuer's NCF. LTV-loan-to-value. DSC-Oebt 
service r.overage. N/A-Not applir.able. NCF-Net r.ash flow. 

Table88 

lock box 

Ongoing rese!Ves 

Up-front reseiVes 

Hard, in-place. 

Monthly collections for real estate taxes, insurance, replacement rese!Ves, and TIJLCs (starting January 2012). 

Taxes: $276.769; insurance: $22,080; replacement reserves: $859,017; TIJLCs: $604,271; outstanding TI/LC reserves: $1,238.528; 
and deferred maintenance: $238,920. 

TI/LCs-Tenant improvements and leasing commissions. 

Property And Loan Highlights 
• Princeton Porrestal Village is a mixed-usc development comprised of five office/retail buildings and one 

stand-alone office building (81.0% of the :'-IRA), a stand-alone health club (11.3% of the NRA), rwo restaurants 

(5.9% of the NRA), and a day school (1.8% of the :'-IRA). 

• The property sirs on a 4.1.9-acre campus that also includes the separately owned Westin Hotel and Conference 

Center and The Eden Institute, a school for autistic children and adults. These two properties are not part of the 

collateral. 

• The property is located southeast of Princeton University and just north of the 2,200-acre Princeton Forrestal 

Center, Princeton University's corporate office and research complex. The property is located just off of Route 1. 

• The weighted average rent for the office space is $23.59 per sq. ft. gross, and the weighted average rent for the 

retail space is $11.50 per sq. ft. The weighted average rent for the property overall is $19.27 per sq. fr., as 

calculated by Srandard & Poor's. 

• The loan sponsor is Investcorp US Real Estate LLC, which is wholly owned by lnvestcorp US Real Estate Ltd., a 

Cayman Islands company owned by lnvesrcorp Bank B.S. C. It was formed to invest in and acquire commercial 

and residential real estate in the U.S. and serves as a guarantor for investments made by certain related Invcstcorp 

entities. 

" The property is managed by Lincoln Equities Group LLC, based in Rutherford, N.j. The company currently 

operates a commercial real estate portfolio of more than 4 million sq. ft. of office and commercial facilities 

located in the metropolitan region. 

Tenant Summary 
Table89 

Tenants S&P rating Sq. ft. Property NRA (%) Base rent per sq. ft.{$) Base rent(% of GPRJ Lease expiration 
CAN DO Fitness NR 60,385 11.0 15.00 8.6 December 2026 

Reed Smith NR 47,822 8.7 25.00 11.3 January 2020 

Cnmag Marketing Group NR 26.200 4.8 24.00 5.9 July 2016 

North American Electric NR 23,315 4.2 25.00 .5.5 May 2013 
-· Delval Acquisitions Sub LLC NR 23.254 4.2 25.00 5.5 April2014 

NRA--Net rentHble area. GPR--Gmss pntentir.l rent. NR--Not rated. 
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Table90 

Year No. of leases NRA(sq.ft.) %of sq. ft. % of total base rent 

2011 18 48,385 8.9 8.1 

2012 11 37,903 7.0 8.3 

2013 6 50,325 9.3 11.0 

2014 13 59,500 110 11.7 

2015 11 37,180 6.8 7.4 

2016 6 35,325 6.5 8.0 

2017 3 23,580 4.3 3.5 

2018 0 0 00 0.0 

2019 4 21,925 4.0 4.9 

2020 2 60,250 11.1 12.6 

2021 0 0 00 0.0 

2022 and beyond 11 105.772 19.5 13.8 

Vacant N/A 63,226 11.6 N/A 

• As calculated by Standard & Poor's. We generally assume vacant tenants as those that have expired leases. month-to-month leases, are dark. are in litigation. are 
bankrupt, etc. NRA-Net rentable area. N/A--Not applicable. 

Market And Competitor Statistics 
Table 91 

:~sl\~:-~~ s~~e_line-Y¥i~~~! ~f1'~~rif~~~-!i~!tM'9~;til1f#Iq~~ito.1~~I .. ;Jii;~~: ·~\:_I~{r;;~-;~;sr~;- i =~~-:~~~~~~-; · .. ·-· --~ '~: ~:~ 
Mercer County office Mercer County office New Brunswick office New Brunswick office rent 

Year estimated availability rate(%) rent index($ per sq. ft) estimated availability rate(%) index($ per sq. ft.) 

2007 18.5 24.06 15.8 20.80 

2008 13.7 24.38 19.1 20.07 

2009 15.5 24.11 20.3 19.33 

2010 14.1 24.37 20.8 18.95 

2011 14.3 25.53 21.8 18.63 

2012 '13.9 26.67 20.8 18.77 

2013 12.9 27.85 18.5 19.31 

2014 12.3 28.83 16.3 20.03 

2015 121 29.66 14.7 20.88 

Note: This property falls in-betv;een two CBRE-EA submarkets. CBRE·EA· · CBRE Econometric Advisors. 

Historical Cash Flow And Standard & Poor's Cash Flow 
Table 92 

.Cash Flows -:,,- .M'- ·t:·:/,:r·v~;;~~~ .~-.J~-~u :_:::~~·~~. ·~:~~~r ~:~~~~·~~=;~~:;~;~-,. ~\:·· " '}~:~~-: .. ~; 
"'' ~'" -~ 

2008 2009 TTM ended July 2010 Af.!f.!raiser Issuer S&P 
Effective gross income{$) 11,196,873 12.152,256 11.930,863 12,291,543 11,489,109 11,200,028 

Total operating expenses{$) 6,055,063 6.435,343 6,45fl,176 6,521.264 6.498,710 6,548.456 

Total cap1tal items ($) 0 0 0 0 813,017 837.248 

Net cash flow{$) 5,141,810 5.716,913 5,472.687 5,770.279 4.177:3'81 3.874.324 
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Table92 

TIM-Trailing 12 months. 

The following points summarize Standard & Poor's analytic assumptions for this loan: 

• The underwritten revenues were based on the in-place rents as of September 2010. 

• A vacan<.:y rate of 12.0% was applied based on market trends in the submarket. 

• The expense reimbursements were based on the tenants' contractual obligations. 

• The other income was based on appraiser's projections. 

• The operating expenses, other than the insurance premium, were based on the property's historical performance 

and budget projections. 

• The insurance premium expenses was based the actual premium amount. 

• A management fee of 4.0% of the EGI was assumed. 

• The replacement reserves were assumed to be $0.30 per sq. fr. 

• The TI expenses for the office tenants were assumed ro be $11.00 per sq. ft. for new leases and $5.50 per sq. ft. 

for renewal leases. 

• The Tl expenses for the restaurant tenants were assumed to be $9.00 per sq. ft. for new leases and $4.50 per sq. 

ft. for renewal leases. 

• The Tl expenses for the gym/spa were assumed to be $7.00 per sq. ft. for new leases and $3.50 per sq. ft. for 

renewal leases. 

• The TI expenses for the day school were assumed ro be $5.00 per sq. ft. for new leases and $2.50 per sq. ft. for 

renewal leases. 

• The LCs were calculated using a rate of 4.0% and 2.0% for new and renewal tenants, respectively. 

• The TI/LC assumptions were based on the in-place weighted average lease terms of eight years the office tenants, 

15 years for the restauranr tenants, 19 years for the gym/spa, and 20 years for the fitness center, with LC 

expenses capped at 10 years. 

• A 65% renewal probability was assumed for office tenants, while a 60% renewal probability was assumed for all 

the other tenants. 

• Based on these assumptions, Standard & Poor's NCF variance for this property is negative 7.3%. 

• Standard & Poor's applied a capitalization rare of 9.25% to the NCF, which resulted in a Standard & Poor's 

value of $41.8 million ($76 per sq. fr.). 

• The quality score for this asset is 2.75, an above-average score. 

This loan exhibits the following strengths: 

• The Princeton Forrestal Village campus is well-located directly off of Route 1, a major artery that leads to I-287, 

1-295, the Ne•v Jersey Turnpike, and the Garden State Parkway. 

• The loan features a hard, in-place lockbox. In addition, the loan is structured with a cash flow sweep wirh a 

meaningful trigger based on a debt yield falling below 10%, tested quarterly. The current debt yield is 11.3% 

based on Standard & Poor's NOT. 

• The property benefits from strong sponsorship and experienced management. 

This loan exhibits the following concerns and mitigating factors: 

• The property's retail space (188,198 sq. fr. and 24% of the collateral NRA) is poorly occupied compared to the 
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office space and management noted that historically it has had difficulty trying to lease the retail space. 

Management has conveJ-ted some of the retail space to offices and has been successful in leasing the converted 

space. Despite the weak retail occupancy, overall the property has had consistent occupancy of approximately 

90% over the past three years and has an evenly distributed rollover schedule. 

• In addition to the trust balance and only in connection with the borrower's exercise of its option to purchase the 

land covered by its ground lease for $8.0 million, which expires in June 2017, additional debt in the form of a 

mezzanine loan is permitted subject to a maximum loan to cost ($5.2 million) of 65%. The aggregate of the first 

mortgage plus the future mezzanine loan cannot exceed 80% LTV and the DSC ratio cannot be less than 1.20x. 

Related Criteria And Research 

• Methodology And Assumptions For Analyzing The Major Property Types In U.S. CMBS Transactions, published 
June 14,2010. 

• Methodology And Assumptions: Capitalization Rates For Major Property Types In U.S. CMBS Transactions, 
published June 14,2010. 

• U.S. CMBS Rating Methodology And Assumptions For Single-Borrower And Large Loan Transactions Remain 
Unchanged, published July 6, 2009. 

• U.S. CMBS Rating Methodology And Assumptions For Conduit/Fusion Pools, published June 26, 2009. 

• Principles-Based Rating Methodology for Global Structured Finance Secmities, published May 29, 2007. 

• Servicer Evaluation: Midland Loan Services Inc., published April 27, 2009. 

• CMBS Property Evaluation Criteria: The Rating Process For CMBS Transactions, published Sept. 1, 2004. 

• CMBS Property Evaluation Criteria: Commercial Property Cash Flow Analysis, published Sept. 1, 2004. 

• CMBS Property Evaluation Criteria: Guidelines For Analysis Of Major Property Types, published Sepr. 1, 2004. 

• CMBS Property Evaluation Criteria: Insurance Criteria For CMBS Transactions, published Sept. 1, 2004. 

• CMBS Property Evaluation Criteria:· Ground Lease Requirements In CMBS Transactions, published Sept. 1, 

2004. 

• U.S. CMBS Legal And Structured Finance Criteria: Property-Specific And Large Loan Transactions, published 

May 1, 2003. 

• U.S. CMBS Legal And Structured Finance Criteria: Special-Purpose Bankruptcy-Remote Entities, published May 

1, 2003. 

• U.S. CMBS Legal And Structured Finance Criteria: Legal Opinions, published May 1, 2003. 

• U.S. CMBS Legal And Structured finance Criteria: Appendix I: Insurance Criteria For U.S. CMBS Transactions, 

May 1, 2003. 

• U.S. CMBS Legal And Structured Finance Criteria: Appendix II: Eligible Investment Criteria For 'AAA' Rated 

Structured Transactions, published May l, 2003. 

• U.S. CMBS Legal And Strucmrcd Finance Criteria: Appendix lll: Revised Art ide 9 Of The Uniform Commercial 

Code: New Standard & Poor's Criteria, published May I, 2003. 

• U.S. CMBS Legal And Structured Finance Criteria: Appendix IV: Sr:mdard & Poor's Defeasance Criteria For U.S. 
CMBS Transactions, published May 1, 2003. 

·• U.S. CMBS Legal and Structured Finance Criteria: Appendix V: Form Of !\:otice Regarding Defeasance Of 

Mortgage Loan, published May 1, 2003. 

• U.S. CMBS Legal And Structured Finance Criteria: Appendix VI: lntercrediror Agreement, published May 1, 

200.3. 
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• U.S. CMBS Legal And Strucmred Finance Criteria: Appendix XIII: Revised Legal Criteria For Multi- And 

Single-Member LLCs, published May 1, 2003. 

• U.S. CMBS Legal And Structured Finance Criteria: Appendix XV: Typical Factors Considered By Courts In 

Determining Existence Of A True Sale, published May 1, 2003. 

• U.S. CMBS Legal And Structured Finance Criteria: Appendix XVI: Select Specific Opinion Criteria/Language, 

May 1, 2003. 
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Presale: 

J.P. Morgan Chase Commercial Mortgage 
Securities Trust 2011-C4 

$1.45 Billion Commercial Mortgage Pass-Through Certificates Series 2011-C4 

This presale report is based on intonnation as of May 17, 2011. The ratings shown are preliminary. This report does not constirute a recommendation to buy, hold, or 
sell securities. Subsequent infonnation may result in the assignment of final ratings that differ from the prefiminary ratings. 

Class Preliminary rating(i) Preliminary amount($) Recommended credit supeort ('7'o) 

A-1 AAA(sf) n,861,000 18.375 

A-2 AAA{sf) 336,403,000 18.375 

A-3 AAA(sf) 353,150,000 18.375 

A-3FL(ii) AAAlsf) 125.000,000 18.375 

A-4 AAA{sf) 226,811,000 18.375 

A-SB AAA!sfl 61,976,000 18.375 

X-A{ii) AAA{sf) 1,181.201.000(iii) N/A 

X·B(iil NR 265,906.233(iii) N/A 

B AA(sf) 48,840.000 15.000 

c A(sf) 72,356,000 10.000 

D A- (sf). 315 

E BBB (sf) 48,840.000 5.000 

F 8B+Isfl 14.471.000 4.000 

G BB-{sf) 19.898,000 2.625 

H B{sfl 18,089,000 1.375 

NA NR 19.897.233 o.noo 
OIThe rating on each class of securities is preliminary and subject to change at any time. (illlnterest-only class. (iii)Notional amount NR·-Not rated. N/A-Not applicable. 

--------· 
Profile 
Closing date . June 23, 2011. 

Collateral Forty-two loans thot ore secured by B4 properties. 

Underwriter and mortgage loan seller JPMorgan Chase Bank N.A {1 00% of the portfolio). 

Depositor JPMorgan Chase Commercial Mortgage Securities Corp. 

Master servicer Midland loan Services Inc .• a division of PNC Bank N.A. 

Special servtcer lorcnllgnt Loan Services LLC. 

Trustee Wells Fargo Bank N.A. 

Rationale 
The preliminary ratings assigned to J.P. Morgan Chase Commercial Mongage Securities Trust 2011-C4's (]PMCC 

2011-C4's) $1.45 billion commercial mongage pass-through certificates reflect the credit support provided by the 
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subordinate classes of certificates; the liquidity provided by the trustee; and the underlying loans' economics, 

geographic diversity, and property type diversity. In our analysis, we determined that, on a weighted average basis, 

rhe pool has a debr service coverage (DSC} of 1.26x based on a weighted average Standard & Poor's Ratings 

Services loari constant of 8.22%, a beginning loan-to-value {lTV) ratio of 86.6%, and an ending lTV ratio of 

77.6%. (Note: Standard & Poor's excluded the Sheraton Chicago Hotel and Towers loan ($68.0 million, 4.7% of 

the pool balance), which is secured by the fcc interest on the land beneath the hotel, from all of our calculated DSC 

and LTV ratios. We analyzed this loan separately from the general pool.) 

'to calculate the number of loans, we considered each group of cross-collateralized and cross-defaulted loans as one 

loan. 

Strengths 
This transaction exhibits the following strengths: 

• As a whole, the transaction reflects economics that are slightly better than the Standard & Poor's archetypical 

pool based on Standard & Poor's stressed beginning and ending LTV ratios of 86.6% and 77.6%, respectively, 

for the pooled trust balance. The transaction's beginning and ending LTV ratios, based on appraisaJ values, are 

61.1% and 54.8%, respectively. 

• The transaction has a weighted average DSC of 1.26x based on a Standard & Poor's loan constant of 8.22%, 

which is stronger than the archetypical pool (1.20x). Standard & Poor's DSCs for loans within the trust range 

from 0.88x to 1.80x and are based on stressed loan constants ranging from 7. 75% to 10.00%, depending on the 

property type. 

• Three loans (21.3% of the pool balance) have trust balances that exhibit credit characteristics consistent with 

----4>bliga-tioHS-r.ated-in-vestmellt...grade..by..St:;uWard.&;..P..Qo~ewpol+-Cent.re+bbb~o.),..Sher.a-tQn-Chi~ 
Hotel Tower {'bbb', 4.7%), and Flushing Plaza ('bbb-', 2.8%). 

__ _____~>___All.ohhe.loansin..the...pool have bocrowing...eutiries-tha.t.are.sn:ucturcd.as.speciabpw:pose entities (SPEs) In 

addition, loans representing 85.7% of the pool balance have borrowers that are structured with both a 

nonconsolidation opinion and at least one independent director, including all of the top 10 loans. 

• The trust benefits from scheduled amortization, which reduces the Standard & Poor's weighted average t;l'V 

ratio to 77.6% at maturity from 86.6% at issuance. Howeve.r; the amortization benefit is lessened somewhat by 

the 12 loans (13.8% of the pool balance) that feature full-term interest-only payments through maturity. But, the 

full-term interest-only loans, excluding the Sheraton Chicago Hotel & Towers loan, have a weighted average 

----Snrrrd·~n·d-&:-POOI"TTtressed t;~lm:hisb<!ffiwl:tre-weighred average beginning Standard & 

Poor's stressed LTV ratio for the pool of 86.6% and consistent with the ending LTV for the pool of 77.6%. 

• Lockboxes are in place for 27loans (91.9% of the pool balance}. However, only 23loans (81.3% of the pool 

balance} require monthly collections for real estate taxes. Ten loans (24.3%) require monthly collections for 

insurance, 18 loans {74.2%} require monthly collections for tenant improvement and leasing commission (TI/LC) 

reserves, and 25 loans {75.4%) require monthly collections for capital expenses, not including springing reserves. 

Twenty-four of the loans with lockboxes {82.2%} have hard lockboxes and three loans (9.7% of the pool 

balance) have soft lockboxes. In addition, 15 loans (8.1% of the pool balance) provide for springing lockboxes. 

Generally, soft and springing lockboxes are triggered by an event of default;:;the anticipated repayment date, DSC 

conditions, or a specific tenant event. 

• The transaction includes 61 properties {91.1% of the pool balance) that arc located in metropolitan statistical 
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Table16 

.. Stressed Scenario Analysis For •. IPMCC 2011-CIJ 
'AAA' cred!t enhancement level{%) 18.375 

'BBB-' credit enhancement level(%) 4.625 

·a· credit enhancement level(%) 1.375 

NCF haircut assumJ!tion (%){i) (0) (10) (20} (30) (37.9){ii) 

DSC{xl 1.73 1.56 1.39 1.22 1.09 

Trust pool loss (%) (0.0) {0.1) (1.5) (6.5) (18.375) 

(i)The NCF decfine is compared wW1 Standard & Poor's estimate olthe pool's most recent NOI (adjusted far estimated TIJLCs and capital expenditUie 1eservesJ. 
(iiJBreakeven NCF haircut assumption. JPMCC 2011.C4..J.P. Morgan Chase Commercial Mor!!Jage Trust 201 J.C4. NCF-Net cash flow. OSC-tlebt sel\llce coverage (based 
on the peers acrual debt seM:e~ NOI-Net operating income. Tl/lCs--Tenant im]lrovementS/!easing commissions. 

Credit Evaluation 
Our analysis included the following: 

• We conducted site inspections for 78.6% of the loan balance. 
• We analyzed 21 of the 42 loans, representing 86.5% of the pool balance. 
• Our loan-level reviews inciuded analyzing property-level operating statements and rent rolls. 
• We reviewed third-party appraisal, environmental, and engineering reports for each of the select properties. 
• We reviewed legal matters that we believe are relevant to our analysis, as burlined in our criteria. We completed a 

legal review for six of the loans {52.6% of the pool balance). We reviewed the current drafts of major transaction 
documents, including the offering circular, PSA, and other legal documents to verify compliance with Standard & 

Poor's criteria and to understand the mechanics of the underlying loans and the transaction. 

----..JFu;o'f.r-llmiUo~r:e..e infor.mation-on.ow..anal;rsis.of-.the-cash-flo.VILand.:~~a.luation.of-the.¥acious.p.rop~es.,the..top..l.O-Ioan-.--­

characteristics, and Standard & Poor's DSC and LTV ratio stratification ranges, see tables 17-19. 

Table17 --~~~· ~-

S.tandard & Poor's QSCR Range Based On A Weighted Average Stressed .Constant Of 8.22% 

DSCR range-oom Nil. of loans Loan balance($) % of pool 
Greater than 1.65 1 3,100,000 02 

1.55to+.6i5---------- ,920,131 2.9 ----

1.50to 1.54 2 13,730,000 1.0 

1.45 to 1.49 1 7,750,000 0.6 

1.40to 1.44 5 115,626.000 B.4 

1.35 to i.39 3 194,694,644 14.1 

1.30 to 1.34 4 323,610.503 23.5 

125to1.29 3 52,116,758 3.8. 

120to124 4 151,018,889 11.0 

1.15 to 1.19 4 51,656,650 3.7 

1.10to 1.14 6 172.292,449 12.5 

1.05 to 1.09 4 171,580,270 12.4 

1.00 to 1.04 1 
;Y·· 

. 6,9n.259 0.5 

0.95to0.99 1 64,290,458 4.7 

0.90to0.94 [) 0 0.0 
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Table 17 

Standard & Poor's OSC.R Range B.ased On AWeigf1ted A1.1erage Stressed. Cons.tant Of 8.22% 
less than 0.90 10.743.215 0.8 

Total 41 1,379,107,233 100.0 

(i)We excluded Sheraton Chicago Hotel & Towers from our calculation.I:ISC!t-llebl sll!Vice coverage ratio lba.sl!d on Standalll & Poor's constant lind NCfl. NCF-Net cash 
flow. 

Table18 

Standard & Pl)or's OSCR Range l3ased On An ACtual Debt Constant 

DSC range (xllil No. of loans Loan balance {S) o/o of j!DDI 
Greater than 1.65 15 252.578.113 18.3 

1.55 to 1.65 3 454.603.198 33.0 

1.50 to 1.54 2 49,611,184 3.6 
1.45101.49 ..• 4 54,481,362 4.0 

1.40 to 1.44 5 165.235,005 12.0 

1.35 to 1.39 5 154,131,211 11.2 

1.30 to 1.34 3 118,521,935 8.6 

1.25 to 129 2 54.911,551 4.0 

120to 124 1 64.290.458 4.7 

1.15 to 1.19 0 0 0.0 

1.10to 1.14 0 0 0.0 

1.05 to 1.09 0 0 0.0 

1.00 to 1.04 0 0 0.0 

0.95 to 0.99 1 ro.743.215 0.8 

0.90 to0.94 0 0 0.0 

-- 100.0 . TeSS1filiifO:S 41 1,379.107,233 Total 

-----· (il~ve exclUded Slierawn Chicago l'!otel & 'fuwetsinmruurca!culatiun. fin d•e iutetest-only loans, debtservitei~tmmlltizingilloa""'n.,cornt'l':IST:ltarrrntr:-----­
DSCR...()ellt mvlee coverage ratro lbesed on the actuah:OIIStantand Startdalll & Poor'& NCFl. NCF-Net cash flow. 

----------;;;;Ta;;:b;;:le::;1;::9=====================----· 
Standard & Poor's f3eginning .LTI! Ratios 

------Beginning-I.W-ratio-mnge-W..)!»-No..of..loans-Loan-balanoe-($~..-of-poo 

~~~ 0 0 0 
51 to60 0 0 0 

61 to70 1 3,100.000 02 

71 to 75 5 261.219,224 18.9 

76 to 80 B 310,320.644 22.5 

81 to85 2 43,378.976 3.1 

86to90 4 57,887,274 4.2 

91 to 95 10 303.781,786 22.0 

96 to 100 4 228.111.564 16.5 

101 to 105 2 18.388,443 1.3 

106 to 110 3 77.005,648 5.6 

111 to 115 1 64.290.458 4.7 

Greater than 115 1 10.743.215 0.8 
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:·""·· 
~-':'?<· ·convert to a hard lockbox. However, because the property manager collects rents for deposit into the lock~~x, 

cash management during an event of default is not as stringent as for a commercial property. 

• The property benefits from Sun's sponsorship and experienced management. The sponsor has experience owning 

and managing MHC and RV properties and owns more than 47,000 sites across 18 states. 

This loan exhibits the following concerns and mitigating factors: 

• Three of the properties are improved with seasonal RV pads. Siesta Bay, Lake San Marino, and Groves dedicate 

8%, 50%, and 47% of their pad sites to seasonal tenants, respectively. These properties are located in Florida, 

and occupancy levels for the seasonal sites falls £O 15% £O 20% during the summer months. However, as a 

co~ponent of the 11-property portfolio, seasonal sites account for only 10% of the physical sites and 8% of the 

portfolio's 2010 EGI. Furthermore, the permanent sites within Siesta Bay, Lake San Marino, and Groves have 

three-year average occupancy cares of approximately 99%. 

• Three of the properties are located in Michigan. Michigan has seen vacancy and unemployment rates above the 

national average, along with a declining population. The three Michigan properties have vacancy rates above the 

portfolio average, with 36% for Lafayette Place and 34% for Creekwood in 2010. Richmond Place has faired 

better with 17% vacancy in 2010. Sun has attempted ro increase occupancy at these sites through its Sun-owned 

home program, renting in-place manufat.:tured homes rather than pad sites. Furthermore, Sun is based out of 

Michigan and has experience in this market. 

• Five of the properties reported vacancy rates of 15% to 35% for permanent sites as of the March 2011 rent roll. 

However, in all but one case, the collateral properties arc outperforming the market according to the appraisers' 

competitive set vacancy estimates. Occupancy at the properties improved during first-quarter 2011. 

• Only 37.1% of the loan amount is allocated to properties within primary MSAs. The remaining 62.9% is 

allocated to properties within secondary and tertiary markets. 

-------:rhe-sponsor-~hing..out..a.pp~ma.tel¥-S&.6-millio11-0£ the.$-~lS-million-in-loan-proceeds...Ho.we.ver,-the- ·----­
sponsor has a market capitalization of $645.4 million as of jan. 13, 2011. 

-----l•!........JTLDhe.sponsor..musu:efinance.$184,707,796 of debt in 2011 (including rbe $115,000,000 being.refmanced...h:)!...JJJP;:..__ ___ _ 

Morgan) and $533,402,885 in 2014. These refinancings represent a significant portion of Sun's total long-term 

debt of $1,253.9 million as of Sept. 30, 2010. The debt maturing in 2014 represents maturing Fannie Ma_:..:e....:a_n_d _____ _ 

.Bank of America portfolios that Sun plans to refinancelremargin. 

• The properties are insured by Landmark American Insurance Co., which Standard & Poor's docs not rate. 
-...,.----· 

However, Standard & Poor's grandfathered in L:mdmark American Insurance Co.'s status as an acceptable 

insurer so long as it maintains an 'A:XII' rating from A.M. Best and does not. increase its participation or priority 

iirrhe insura~e-rnver:rgr.-Irn:Ire--evenrthe insurance providersc:hanges, faroreinsurers mr.rst be rated a 
minimum of 'A-' by Standard & Poor's. We took this into consideration when evaluating this loan. 

4. Rincon Center 
Table43 

Loan Profile 

Loan Summary 

Trust amount S1 09,886.759 

loan type Fixed rate 

%of pool 

Originator 

Standard & Poor's I RatingsDirect on the Global Credit Portal I May 17,2011 
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lable43 
.~- . . 

Interest rate 5.13% Property type Office. central business 
district, class A 

Amortization 30yearn No. of properties One 

Maturity date May 1. 2021 location San Francisco 

Sponsor Hudson Pacific Properties Year buiiVrenovated 1940/1989 

Management An affiliate of the sponsor TotaiNRA 541,026 sq. ft. 
Borrower SPE An SPE with a nonconsolidation opinion and at least one Physical occupancy as of March 16, 89.1% 
Provisions independent director 2011 

Economic occupancy as of March 88.5% 
16, 2011(i) ---
Ownership Feasimple 

(iiAs calculated by Standard & Poor's. SPE--Special-purpcse entity. NRA-Net rental area. 

Table44 

Amount {mil. S) Amount eer ~·fl.($) S&P beginning LlV ratio (o/o) S&P actual DSCR{i) S&PDSCR(ii) 
A 109.9 203.12 96.4 1.40 1.11 

B N/A N/A N/A N/A N/A 

Total first mortgage 109.9 203.12 96.4 1.40 1.11 

Mezzanine N/A N/A N/A N/A N/A 

Total 109.9 203.12 96.4 1.40 1.11 

(iiCakulated based an Standard & Poor's NCF and the actual debt service. (ii)Cakulated based an a Standard & Paor's NCF and a stressed constant of 8.25%.lTV-loan to 
value. DSCR-Debt service coveraga ratio. N/A-Not applicable. NCF-Net cash flow. 

Table45 
---- .. ----.itiTffli@'t 

locklmx Hard, in place. 

·- .... . . ... . Ongoing reserves Monthly coUections are made for real estate taxes ($152.668 per month compared to estimated taxes of $179,490 per month) and 
insurance ($74,197 per month). 

Uofront reserves There are uofront reserves for real estate taxes ($610.674: eaual to aooroximatelv four months of real estate taxes) and insurance 
---·--- {$121.664; equal to approximately two months of ongoing insurance payments). An additional $1.409,139 collection is made for 

TIJLC reserves l$2.60 per sq. ft). 

TI/LC-Tenant improvement and leasing commission. 

Property And Loan Highlights 
• The property is a mixed-use development that features 541,026 sq. ft. of office and retail space. A residential 

portion of the development, which is not part of the collateral, features 320 luxury apartment units and is known 

as Rincon Towers. The property is situated in San Francisco's Financial District, along the waterfront. 

• The collateral consists of the office and retail portions of both buildings and excludes the residential component. 

The former post office building, which was originally constructed in 1940 and expanded in 1989, is known as 
Rincon One. Developed in 1989, Rincon Two consists of the six-story office and retail portion of Rincon Towers. 

Rincon One is an historic building that is now listed on the National Register of Historic Places. 

• The property's office component comprises approximately 454,724 sq. ft_ and is approximately 94% leased to 10 
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tenants, including three investment-grade tenants comprising 66% of total NRA: Additionally, the property offers 

approximately 86,302 sq. ft.-of retail and food court space that is approximately 62.7% leased to 23 tenants. 

• The bankruptcy-remote SPE borrower's sponsor is Hudson Pacific Properties Inc. (Hudson Pacific), a full-service, 

vertically integrated real estate company focused on owning, operating, and acquiring high-quality office 

properties and state-of-the-art media and entertainment properties in select growth markets primarily in Northern 

and Southern California. Hudson J'acific's current portfolio includes 12 office properties aggregating 

approximately 3.4 million sq. ft. in San Francisco, Beverly Hills, Calif., los Angeles, Orange County, Calif., and 

San Diego, Calif. Additionally, Hudson Pacific owns two media and entertainment developments totalil;lg 

900,000 sq. ft. in Hollywood, Calif. Hudson Properties completed an initial public offering {lPO) in June 2010 

and trades on the New York Stock Exchange under the HHP ticker symbol. 

o The loan funds the purchase of the property for a reported acquisition price of $185,000,000. The borrower 

contributed equity of $75,500,000 to complete the acquisition. 

• An affiliate of the sponsor manages the property. 

Tenant Summary 
Table45 

Property NRA Base rent per sq. Base rent ("'o of Lease 
Tenants S&P rating/outlook Sg. ft. (%) ft.($} GPRI expiration 
Chartis(il A-/Stable 166,757 30.8 41.36 38.4 July 2017 

AT&T A-/Stable 155.964 28.8 36.63 24.1 August2013 

State of Califomia(ii} A-/Negative 35,452liiil 6.6 45.27 9.0 July 2012 

lntrax Cultural Exchange NR 23,683 4.4 . 30.00 4.0 May 2023 

luce FOJWard Hamilton & NR 22.000 4.1 11.01 . 1.4 May 2017 
ScrippsllC 

_ _(j!CmditJ:aliDg.Df.parent compaoy..lii!Califomia's general nhligatjnn rating (iiij I!!Chtdes 571 sq.lLof.stmage area also leased by the State of Cafifatnia.Jl!RA-:::-..,N.,et._ _______ _ 
rentable area. GPR-Gross potential rent. NR-Not rated. 

Table47 
--····-·· 

Lease Rollover Schedule(i) 

------·· Year No. of leases NRA(sg.ft.l % Ofs!J:ft. % of total base rent 
2011 3 4.224 O.B 0.6 

2012 13 50.580 9.4 9.3 
. ·---i()i.) o:o- 29:0 

2014 5 16,644 3.1 3.4 

2015 6 9.909 1.8 2.0 

2016 5 13.651 2.5 2.0 

2017 10 195,948 36.2 34.6 

2018 2 4.405 0.8 OJ 
2019 1 1.027 01 01 

2020 0 0 0.0 0.0 

2021 0 0 0.0 0.0 

2022 and beyond 1 23.683 
-~ 

4.4 3.4 

Vacant N/A 58,438 10.8 N/A 
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Table47 

fi)As calculated by Standard & Poor's. Tenants that have expired leases. monlh·to-rnonth leases. are in rttigation. are bankrupt. etc. are generally assumed to he vacant. 
NRA-Netrentable area N/A·-Not applicable. 

Market And Competitor Statistics 
Table4B 

Building class 
Overall vacancy Gross asking rent per sq. YTD absorption (sq. 

Inventory (sq. fl.) (%) ft. (S) ft.) New construction(sq. ft.) 
A 19,502,951 12.0 39.63 68.ns o 
B 5,449,238 24.0 24.20 (7,758) 0 

Blended A and B 24,952.189 15.0 36.82 61,017 0 

YTD-Year to date. 

Table49 

NRA(sq. Year Size (sq. Effective rent per Term 
Pro~erty name Class ft.) buill Stories % leased Lease date ft.) sg. ft. (S) (years) 

303 Serond Street A 731,962 1988 10 95.4 May2011 17,522 33.00 3 

Foundry Square II A 473,700 2002 9 1 00.0 March 2011 25.897 30.00 3 

Hills Plaza A 392,545 1925. 7 91.1 March2011 63,817 44.00 5 
1989 

303 Second Street A 731.952 1988 10 95.4 February 2011 36.620 32.50 10.5 

303 Second Street A 731,952 19RR 10 95.4 Septemher 30,000 32.00 5 

Howard Hawthorne B 88,423 1929 5 82.3 September 22.514 34.00 3 
Center 2010 

f.JRA-Net rentable area. 

Historical Cash Flow And Standard & Poor's Cash Flow 
Table 50 

Cash Flows 

2008 2009 2010 An~raisal Issuer S&P 
Effective gross income (S) 18,559,923 20,123,327 20,204,040 21.746,418 21,152,122 20,602,365 

Total operating expenses{$) 9,165,164 9,225,070 9,115,101 10,063.579 9.783.071 10,011,318 

Total capital items ($) 25,417 5.705 0 1,252,255 898,820 1,on.4B6 

Other adjustments(i) 0 0 0 0 0 524,161 

Net cash flow($) 9,359,342 10,892,552 11.088,939 10.430,584 10.470131 10,037,722 

(iiStandard & Poo(s gave credit for the credit tenant rent steps and normalized them over the 10-year loan term. 

The following points summarize Standard & Poor's analytic assumptions for this loan: 

• The underwritten revenues were based on gross rent of $38.67 per sq. ft_, ~ich was based on the appraiser's 

estimated market rent, the subject's in-place and executed leases, and the budgeted expense reimbursements of 
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$3.81 per sq. ft. .. 
• The in-place base rent for office tenants was marked-to-market based on the ·appraiser's estimated market rent 

assumption of $34.00 per sq. ft. 

• A 13.0% vacancy rate was assumed since the building is currently outperforming the market and is expected to 

do so going forward. 

• The expense reimbursements were based on the property's historical performance. 

• The parking income was based on the property's historical performance. 

• The a other income" was calculated based on the property's historical performance and includes service, atrium, 

and seating income, as weU as percentage rent. 

• The operating expenses were based on the property's historical performance. 

• A management fee of 4.0% of EGI was assumed. 

• The replacement reserves were assumed to be $0.35 per sq. ft. 

• The TI expenses for the office tenants were assumed to be $18.50 per sq. ft. for new leases and $9.25 per sq. ft. 
for rene~af leases. 

• The Tl expenses for the retail tenants were assumed to be $10.25 per sq. ft. for new leases and $5.00 per sq. ft. 
for renewal leases. 

• The LC expenses were calculated using rates of 4.0% and 2.0% for new and renewal tenants, respectively. 

• The TIJLC assumptions were based on the in-place weighted average lease terms of 10.0 years for the office 

tenants and 7.5 years for the retail tenants with LC expenses capped at 10.0 years~ With respect to lease terms, we 

may adjust our assumptions in certain situations, including instances where a tenant has an early termination 

option or the lease term that the borrower indicated for a particular tenant is unrealistically long and does not. 

reflect a typical market lease term. In the latter case, the rent roll that the borrower submits may inadvenently 

include the original lease terms plus extensions and overstate current lease terms. 

• A 65% renewal grobability was assumed for all tenan.r&... -------------------------
0 Based on these assumptions, Standard & Poor's NCF variance for this property was negative 4.1 %. 
• Standard & Poor's applied an 8.75% capitalization rate_to the unadjusted NCF, and added $5.2 million to the 

property's value for credit tenant rent steps, resulting in a Standard & Poor's value of $114.0 million ($211 per 

sq. ft.}. 
• The quality score for thisaS!iet is 2.50, ari~aoove-average score. 

-----.r.-Jhis..loa.n..e.xhibits.the.f.ollowing..strengths; 

• The property is well-located in San Francisco's South Financial District. Additionally, the property is situated two 

-----+<Jock's from the Bay Bridge; the Embarcadero stationiBAit"T and MUNI lines), and the Ferry Building. 

Additionally, the property is within three blocks of the Transbay Transit Terminal, which is about to undergo a 

multi-billion dollar redevelopment and is anticipated to be San Francisco's primary transportation hub upon 

completion. 

• The property benefits from a strong tenant base, with approximately 56.8% of the property's NRA leased by 

investment-grade rated companies, including two of the largest tenants, which lease 50.3% of the NRA. 

• The loan benefits from a hard, in-place lockbox . However, according to the tenns of the cash management 

agreement, there is a cash flow sweep but it is only triggered upon a DSCR that is below l.lSx, which we 

consider to be less robust. 

• The property benefits from experienced sponsorship and experienced management. 
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This loan exhibits the following concerns and mitigating factors: 

• The property's lease rollover schedule is uneven, with a significanr amount of space rolling in 2013 (30.0% of 

l'RA} and 2017 (36.2%). However, the loan is structured with rollover reserves for AT&T and Chartis should 

either tenant elect not to renew its lease. In addition, the tenants have leased space at the property for several 

years. 
• The property's in-place average rent is considered above market. On a- weighted average, the in-place base rent 

per sq. ft. of $38.31 paid by office tenants is considered above market based on the appraiser's concluded market 

rem of $34.00 per sq. fr. Standard & Poor's considered the above market rents in its analysis. 

• The property was originally constructed in 1940 and is of an older vintage. However, the property was 

extensively renovated and expanded between 1985 and 1989 and has achieved Energy Star certification. 

Additionally, Rincon One is listed on the National Register of Historic Places due to the historical significance of 

the post office branch. 

• The properties are insured by Affiliated FM Insurance Co., which has been pre-approved as an insurer so long as 

it maintains a rating equal to • A-' or better from Standard & Poor's. In the event that the insurance provider 

changes, furure insurers must be rated a minimum of 'A-' by Standard & Poor's. We rook this into consideration 

when evaluating this loan. 

5. Pacific Commons 
Table 51 

Loan summary 

Trust amount S93.694,621 
loan type Fixed rate 

-----lnterest.ratP. ~~ 

Amortization 

Maturity date 

Sponsors 

Management 

Borrower SPE 
provisions 

30 years 

March 1. 2016 

TPG Fund VI 

Catellus Development Corp., an affiliate of the sponsor 

An SPE withanonconsolidation opinion and at least one 
fndependent director 

Collateral summary 

%of pool 

Originator 

.eropeny.rype ___ _ 

location 

Year built/renovated 

TotaiNRA 

Collateral NRA 
Physical occupancy aS of Feb. 23, 
2011 

6.5% 
J.P. Morgan Chase Bank 
N.A. 

--Anoo~~a~il------------· 

Fremont, Calif. 

2004-2007 

865,495 sq. ft. 

865,495 sq. ft. 

97.8% 

Economic occupancy as of Feb.23. 93~~·8:.:.:%:._ _________ _ 
~~ --

Ownership Fee 

(i)As calculated II'( Standard & Poor's. SPE-·Special·purpose entity. NRA--Net rental area. NfA .. Not applicable. 

Table 52 

Amount (mil. S) Amounl(!er sg. ft. ($) S&P beginning L1V ratio (%) S&P actual DSCR{i) S&P DSCR(ii) 
A 93.7 108.79 99.5 1.34 1.07 

B N/A N/A N/A N/A N/A 
Total first mortgage 93.7 108.79 9!3;Ji 1.34 1.07 
Preferred equity 18.8 21.n 119.5 1.03 0.86 
Total 112.5 130.56 119.5 1.03 0.86 
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Table 52 

Debt Structure (cont.) 

(i!Calculated based on Standard & Poor's NCF and the actual debt service for the A note and the initial three-year rate of 7% for the preferred equity. (ii)Calculated based 
on a Standard & Poor's NCF and a stressed constant of 8.25% for t!te A note and the year-four rate of 10% fur the preferred equity. lTV-loan to value. DSCR-Debt serv'u:e 
coverage. N/A··Not appfu:able. 

Table 53 

lock box Hard, in place. 

Ongoing Monthly collections for real estate taxes (equal to nearly 1/12 of the annual tax bif!). replacement reserves (S1 0,323 per month, or 
reserves $0.14 per sq. ft per year, capped at $123,873), and ntLC reserves ($41,435 per month. or $0.57 per sq. ft. per year, capped at 

$497.200). 
---------------- ' 

Up front 
reserves 

There are upfront reserves for real estate taxes ($558,134, which equals n~rly 1/6 of the annual tax bill) and one month of collections 
for the replacement and Tl/lC reserves. Reserves of $134,200 were collected for required repairs Additionally, there is a rent reserve 
totaling $1.815,645. which includes a rent reserve of $862,875 for Babies "R" Us/Toys ·w Us. a Tl reserve of $677,380 for Nordstrom, 
a Tl reserve of $114.329 for Ally Mountain. a Tl reserve of $63.742 for Varitka, a rent reserve of $62,278 for Nordstrom, ami a Tl 
reserve of $35,041 for Pasha. 

Tl/lCs-Tenant improvements and leasing commissions. 

Property And Loan Highlights 
• The property is an 845,495-sq.-ft. anchored retail center in Fremont, Calif., of which 485,566 sq. ft. is subject to 

a ground lease. The property was constructed between 2004 an<.l2007, and comprises 19 single-story buildings, 
of which five are freestanding ground lease spaces. The property encompasses 68.81 total acres, which includes 
29.29 acres of ground lease space that the owner has leased to tenants such as Costco, Lowe's, and Kohl's. 

e The property is situated 15 miles north of San Jose, Calif., in the Fremont, CalifJHayward, CalifJUnion City, 
Calif., submarket of the Oakland, Calif., MSA. It is in close proximity to J-880, which has in excess of 200,000 

_____ .!:,q~>rnmuters daily. ---· ·---------·····- ... 
• Ground leases account for 56.1% of the total property NRA. The three largest ground lease spaces are Lowe's 

(162,730 sq. ft.), Costco (156,728 sq. ft.), and Kohl's (97,940 sq. ft.). The foul'th-largest gr(l11nd lease spac~ PC 
Retail Properties (51,657 sq. ft.) is subject to the ground tenant's purchase option, which the lenders anticipate 

the tenant will exercise in 2014. 
• The property has 11 anchor and maJor tenants, accounting for 32.0% of the total property NRA, With 28 m-line 

tenants making up the remaining 11.9% of the property. The three largest anchor tenants are Toys "R" Us/Babies 
"R" Us {47;807 sq. ft., 5.5% of NRA), AShJey Furruture (45,523 sq. fi., 5.3%), and Jo-Arin Stores (35,095 sq. fi., 
4.1 %). 

----.........,ln-tenoolffioo-witJJ....:I:P-G Fund VI's acquisition-af.t:he-pfepm:ty,the-.sell~g~millien------­
preferred equity investment in the property. The terms of the invesnnent dictate a return of 7.0% until the third 

anniversary of the acquisition, 8.0% until the fourth anniversary, and 10.0% until the ftfth anniversary. After the 
fifth anniversary of the acquisition, the preferred equity investor's return will accrue at the 15.0% default rate 

until its investment is redeemed in full. 
• The Joan sponsor is TPG Fund VI, an $18.9 billion global buyout fund that was launched in 2008 and has $5.2 

billion of equity placed to date. The fund is managed by TPG (formerly known as Texas Pacific Group}, a major 
private equity firm founded in 1992. TPG has approximately $47.0 billion of assets under management. TPG has 
extensive commercial real estate investment experience, having engaged inJ>aSt transactions with companies such 
as Harrah's Entertainment, ST Residential, Neiman Marcus, Debenhams, and PETCO, as well as making other 
investments across a range of industries. TPG Fund investors include New York State Common Retirement Fund, 
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California Public Employees' Retirement System, Pennsylvania St~te Employees' Retirement System, and China's 

Stare Administration of Foreign Exchange. 

Tenant Summary 
Table 54 

Tenant 
lowe's 

Costco 

Kohl's 

PC Retail Properties 

Market Broiler Fremont 

Applebee's 

In-N-Out Burger 

(i!Ground lease tenants are not required to report sales figures. 
NRA-Net rentable area. N/A-Not applicable. NR-Not rated. 

Table 55 

S&P 
rating 
A 

A+ 

BBB+ 

NR 

NR 

B 
NR 

Occupied % of collateral Base renl per Lease 
Sl). ft· NRA sq. ft (Sl expiration 

162.730 18.80 5.16 November 
2029 

156.728 18.11 4.38 January 2029 

97,940 11.32 5.81 January 2025 

51,657 5.97 7.86 January 2062 

6,738 0.78 18.55 June 2012 

6,613 0.76 1 8.90 March 2027 

3,160 0.37 48.05 September 
2024 

"'o of collateral · Base rent per sq. 
Tenant S&Prating Occupie_d sq. ft NRA ft (S) ~~~se expiration 

2010 sales per sq. 
ft. IS) 

Toys "R" Us/Bahia~ "R" 
Us---· 

B 47,807 5.52 19.00 June 2021 N/A 

Ashley Furniture NR 45.523 5.26 11.22 September 2012 35 

Jn:Ann~ 8__ __35.09L ___4..05 18.45 Aoril2017 __ jQ1 

Nordstrom Rack A- 33,869 3.91 17.00 March 2021 N/A 

DSW NR 24,601 2.84 18.43 January 2015 151 

Staples BBB 20,411 2.36 22.50 December 2016 N/A 

Bassett Furniture Direct NR 17.205 1.99 16.72 January 2015 226 
Old Navy - --mf+- ---- --1[Bl)O ............,-_94 18.00 January 2015 308 

Claim Jumper NR 13,254 1.53 24.45 April2026 476 
____ _p;Any.Mountain Na --12.161- .1..4.1 12 75 Octobel:-2020 N/A 

Party America NR 10,120 1.17 24.20 October2014 139 

NRA-Net rentable area. N/A-Not applicable. NR-Not rated. 

Table 56 

Year No. of leases NRA(sg.ft) % ofsg.ft. % of total base rent 
2011 1 2046 0.24 0.77 

2012 5 63,213 7.30 8.51 

2013 1 2,500 0.29 0.77 

2014 6 26.600 :;.,* 3.07 7.49 

2015 12 81.140 9.37 16.35 
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Table 56 

2016 4 34,537 3.99 8.34 

2017 3 39,141 4.52 7.10 

2018 3 8,284 0.96 2.98 

2019 0 0 0.00 0.00 

2020 2 15,383 1.78 2.37 

2021 2 81.676 9.44 12.67 

2022 and beyond 7 492,082 56.86 26.48 

Vacant N/A 18,893 2.18 N/A 

(i}As calculated by Standard & Poor's. Tenants that have expired leases. montfl.to-month leases. are dark. are in litigation. are bankrupt etc. are generally assumed ro be 
vacant. NRA-Net rentable area. N/ A-Not applicable. 

Competitor Statistics 
Table 57 

Property name Owner 
Gateway 101 HD Development of 
Shopping Center Maryland Inc. 

Creekside 
landing 

Regency Centers 
Corp. 

Sunnyvale Town RREEF America llC 
Center 

Year NRA (sq. Distance from Occupancy Sales per 
built/renovated ft.) property (miles) · (%) sq. ft.($) Anchors 

1997 303,947 17.1 100.0 N/A Home Depot, Office 
Depot, and Sports 
Authority 

2012(est.) 469,104 5.6 N/A N/A N/A(i) 

1972 183,683 15.8 100D N/A Target and Macy's 

MsGaFihy..RansR-Sebra.w------­
Development Cos. 

--'J.B93---lili5;752 7,J----6l);J. N,'l\ Wai-Malt;-BesU!uy,-----·-· 
and Ross Dress for 
Less 

-----Unioni.anding--€enturyiheas 
Inc. 

t993-B02;2t2 9:8-----98:9-N/A wat-Mart;towe's, 

-----litlUndereellSiflletlelr.-8a~StaH!ealty-!nformatlen-lne:-N:A:-Nf}t-ilVi!ilabl!e:.-----

Historical ~dard & Poor's CasllFiow 
Table !i8 

2!108 2009 2010 Apl!raiser Issuer S&P 
Effective gross income lSI 15.106,1!65 13.706.357 12,694.688 14,175.399 15,144.983 14,914.650 

Total operating expenses{$) 5,578,045 6,034.660 5.033.438 4,739,687 5,967.583 6,194,085 

Total capital items($) 0 0 0 0 548,696 482,081 

Net cash flow($) 9,528,820 7.671.697 7.661.250 9,435.712 8.628.704 8.238.484 

The following points summarize Standard & Poor's analytic assumptions for this loan: 

Office Max. and lucky 
Stores 

• The underwritten revenues were based on a base rent of $13.24 per sq. ft.,,:Which was based on the appraisers 

estimated market rent, the subject's in-place rent, and the executed leases. 
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From: Duka, Barbara EXHIBITW 
Sent: 

To: 

Cc! 

SUbject: 

Monday, March 21, 201111:59 AM 

Ramkhelawan, Gregory; Hu, Haixin 

Oigney, James; Pollem, Kurt; •MQR; Hansen, Usa 

RE: Request for Model Owner Approval on model # 253 

Haoon, New l.ssuance would use the actual (if higher) but look at both if the actual constant is 

lower than the Table 6. 

From: Ramkhelawan, Gregory 
Sent: Monday, March 21, 201110:22 AM 
To: Duka, Barbara; Hu, Haixin 

Cc: Digney, James; Pollem, Kurt; *MQR; Hansen, lisa 

Subject: RE: Request for Model OWner Approval on model # 253 

Good Morning Haixin, 

Hope all's weU. 

.; 

As a point of clarification related to the below, CMBS Surveillance generally employs the 
higher of the pre-defined stress constants, and the actual in-place constants. 

Thanks, 

Greg 

From: Duka, Barbara 
Sent: Sunday, March 20, 2011 1:58 PM 
To: Hu, Haixin 
Cc: Digney, James; Ramkhelawan, Gregory; Pollem, Kurt; *MQR; Hansen, Lisa 

Subject: RE: Request for Model OWner Approval on model # 253 

Haixin 

I reviewed your report and have some minor comments: 

.# 

1. On page 2, Summary of key model assumptions. I would like to incorporate that 
surviellience typically reviews loans in their analysis, which are typically limited to the Top 
10 (for performing loans). In evaluating these loans, they incorporate the property 
evaluation criteria. The concepts I am trying to get is that we may look at a subset of 

performing loans and that is up to a max of the top 10 (typically). Another subtle point is I 
would like to take out manually derives ..... we adjust the reported cash flows and derive 
value by generally applying the property evaluation criteria. 

GOVERNMENT 
EXHlBJT 

20 
D-03302 
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2. Page 5, 3. 1, 4121 bullet - S&P cap rates ...... these cap rates should be those the analyst 
believes is appropriate and in accordance with our property evaluation criteria 

Right below tha~ I would like to add that New Issuance GENERALLY {evaluates 60-65% of 

the pool) ..... Also, I would prefer not to describe the calculations of ratios as manual. .... they 

are calculated In excel for the subset of loans we evaluate and extrapolated against the 

ones we do not. For the Surviellience paragraph here, same comments as #1 above 

3. Loan constants: In New Issue, given our larger sample set and the analysis (which 

considers building in forecasts at the property level and extrapolating against the 

remainder of the pool) -- we consider both the constants in Table 6 and the actual 

constants (adjusted for interest only loans to reflect the amortizing constant). For 

Survielfience, given the smaller performing loan sample size and the analysis {which 

does not incorporate forecasts on the loans not evaluated- typically outside the Top 10 

loans), we feel that using the higher Table 6 constants is appropriate (as it includes all 

additional level of cash flow stress). 

Also, in evaluating your recommendations, I would actually like to highlight that in the last.point 

that you make: the stochastic model which we are developing is meant to incorporate forward 

looking cash flow forecasts. Also, for New Issuance we do incorporate forward looking 

assumptions at the property level and extrapolate them against the balance of the pool we did 

not evaluate. For Surviellience, we limit the analysis (typically) to the Top 10 and the 

nonperforming or subperforming loans. We then add an additional layer of stress by using the 

constants in Table 6 (which is typically higher than the actual constant). 

Please let me know what else you need from me. 

From: Hu, Haixin 

Sent: Friday, January 28, 2011 11:57 AM 
To: Duka, Barbara 

Cc: Dlgney, James; Ramkhelawan, Gregory; Pollem, Kurt; *MQR; Hansen, lisa 
Subject: Request for Model Owner Approval on model # 253 

Dear Barbara, 

.. 

We were informed that you recently took Eric Thompson's role as the model owner of the 
C:MBS Framework Model. The original report was sent to Eric on Nov sm, 2010. James 
Digney and his team have been working with me on the revision of the report. Please find 
attached the latest draft copy of the MQR report on the CMB~Framework Model, which 

is MQR model #253. 
«File: #253_ClvfBS_Framework_Model_Report_20110119_marked.pdf>> 
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Please reply with corrections and comments, if any. We will amend the report to correct 
any factual errors, and your response to our report will be included verbatim in the final 
report. Before the report can be issued, it must contain an email from you, the Model 
Owner, that dtcrc arc no factual inaccuracies in the report;. and that you are comfortable 
with the assumptions that 

• 'AAA' incremental stresses to NCF are appropriate to represent the most stressed 
economic condition; 

• Loan constants used to derive debt service are appropriate to estimate the debt service 
amount; 

• Capitalization rates used to determine S&P and 'AAA' values are appropriate; 

.Also, as the Model Owner, on the basis of the attached draft report, do you Approve 
the model, meaning, in the language of Appendix A of the Model Use policy, .~ 

"I approve the addition of the aforementioned model to Ratings Services Approved Model 
Library. consistent of the requirements, as applicable. of the Model Use Policy and the Model 
Qualitv Review Policy and related Guidelines and the Model Development and Criteria 
Process Guidelines. 

The Model Owner Approval denotes that the model documentation is complete and 
available, Model Quality Review has been performed or an exemption has been granted, 
e.'!:temal-use model documentation and criteria article (as applicable) have been posted to 
sandp.com and that the model and its documentation are available in the Model Repository 
and have been shared with the appropriate members of the analytical staff. The Model 
Owner approval also indicates that the model is suitable for its intended analytical use 
{typically defined by the type of product rated, and occasionally, by the type of analysis 
performed) as outlined in the model's documentation (which may be based on input the 
Model Owner obtained from the Analytical Managers or the Model Governance Group). " 

After the Model Owner and Criteria Officer have approved the final version of this report, 
MQR will request ink signatures on a hard copy of Appendix A for the Official Business 
Record of these approvals, as required by the Model Use policy. 

Please note that we have a different process for f.1ctual errors than for your disagreement 
with our analysis. If you find factual errors in our dr.aft report, we will correct the 
report. However, if you disagree with our analysis, we will not change the analysis in the .. 
report, but rather we will insert your rebuttal verbatim into the Model Owner Approval 
section of the report. 

Best regards, 
Haixin 

from: Hu, Haixin 
Sent: Wednesday, January 19, 2011 3:28PM 
To: Dlgney, James 
Ce: Ramkhelawan, Gregory; Henschke, David; Pollem, Kurt; Duka, Barbara; *MQR; Hansen, 
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STANDARD 
&POOR'S 

To: 
From: 

Adelson, Mark 
MQR 

EXHIBIT X 

MODEL QUALITY REVIEW GROUP 

MEMORANDUM "' 

Re: 
Date: 

MQR Review of CMBS Framework Model Application in GSMS 2001-GC4 
August 15, 2011 

Brief Summary 

The Model Quality Review (MQR.) Group was tasked to compare the GSMS 
2011-GC4 Model SH +IL Prop Types 20110705 FINAL.xls ("GSMS model") 
provided by the business with the AAA Framework Model Template.xls saved 
in MDTS ("MDTS model"). The GSMS deal data used in the tests conducted 
by the MQR include Principal Balance, Balloon Balance, Property Type, S&P 
NCF, S&P Capitalization Rates, Loan Maturity, Actual Loan Interest Rate ancL 
Interest Rate Cap by Property Type. 

Based on the tests performed by the MQR, we reached the following conclusions: 

1. The results produced by the GSMS model are different from those esti­
mated by the MDTS model. The AAA CE estimated in the GSMS model 
is 11.5% as opposed to 16.5% estimated in the MDTS model. As discussed 
below, the 16.5% AAA CE estimated in the MDTS model is based on pre­
set Incremental Stress Factor of 2004. 2011 Incremental Stress was not 
available in the MDTS model. If the 2011 Incremental Stress estimated 
in the GSMS model is adopted, the MDTS model would produce an AAA 
CE of 17.1%. This is the benchmark MQR used in the following tests. 

2. The main driver of the discrepancy is the manually entered AAA Value, 
AAA NCF, and AAA DSC. MQR's test results show that, all else con­
stant, the estimated AAA CE drops to 12.6% with manually entered AAA 
Value, AAA NCF, and AAA DSC. 

3. Using the maximum of actual loan constant and the criteria prescribed 
loan const.ant makes almost no difference in terms of the final estimated 

1 
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EXHIBIT 
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MQR Group Memo: MQR Review of CMBS Framework Model Application in 
GSMS 2001-G04 

AAA CE for the GSMS deal. However, taking the weighted average of 
maximum loan constant and actual loan constant does cause a noticeable 
marginal drop of 2.3% on the estimated AAA CE. 

4. Interest rate ca.Iculation method also has a noticeable marginal effect on 
the estimated AAA CE. 

5. Adding the Additional Debt to the LTV calculation does not have much 
impact the final estimated AAA CE. 

.I 

Table 1 shows the results in the GSMS model: 

~--~- _"_Tahlel: GSMS_Results 
'.Thrm Term - Maturity~ -Maturity TOtal Default AAA 

Default Loss Default Loss Balance CE 
32.78% -9.20% 17.93% -2.34% 50.72% 11.&% 

Table 2 shows the results in the MDTS model used a...'l the benchmark in the 
following tests: 

Table 2: MQTS Benchmark 
'nirm -'.Thrm -Maturity- Maturity Total Default AAA 

Default Loss Default Loss Balance CE 
50.1% -16.3% 5.o% .o.s% 55.1% 11.1% 

Discrepancy Analysis 

Assumption 1: 'AAA' Incremental Stresses to NCF 

The version reviewed by MQR has the Incremental Stress Factors calibrated for 
the period from 1995 to 2009 as shown in Table 5 of the MQR report. MQR 
report documented that Incremental Stress is derived from the national average­
effective rents reported by Torto Wheaton Research. 

The GSMS deal was rated in 2011, and thereby uses a set of incremental stresses 
not available in the MDTS model. We noticed that the incremental stresses used 
in GSMS are separately calculated within the GSMS model in Sheets 'Cales' and 
'Stats a.mi Charts'. First, the GSMS model ca.lcnlat.es the percent.age cif!CJinf! of 
NCF for loans that are reviewed individually ONLY: 

AAA NOF D cl
. _ NCF8&P - FttllAAATermN CF 

. . e me- NCFS&P (1) 

Then the GSMS model calculates the weighted average of AAA NCF Decline 
by property type. It is further adjusted by excluding some loans based on the 
analyst's judgment. The resulting property level weighted average AAA NCF 
Decline is used a..'> 2011 Incremental Stress Factor. 

2 August 15, 2011 
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MQR Group Memo: MQR Review of CMBS Framework Model Application in 
GSMS 2001-GC4 

Notice that the GSMS model uses only the 'Full AAA Term NCF' determined. 
outside the model, i.e., reviewed individually, to estimate the Incremental Stress 
Factor. For those not reviewed individually, their 'Full AAA Term NCF' is 
calculated as described in the MQR report (#253). 

MQR applied both the preset Incremental Stresses of 2004 and the estimated 
Incremental Stresses utilized in the GSMS deal to the GSMS data, and the 
results are shown below: 

Table 3_;_I>r.ese1Jncremental Stresses of 2004 
Term 

Default 
49.49% 

~rm 

Loss 
-15:26% 

Maturity Maturity 
Default Loss 

9.54% -lf18% 

TOtal Default 
Balance 
59.{)3% 

AA.A 
CE 

16.5% 

Table 4: Estimated Incremental Stresses Utilized in GSMS Deal 
~rm ~rm Maturity Maturity Total Default AAA 

Default Loss Default Loan Balance CE 
50.1% -16.3% 5.0% -0.8% 55.1% 17.1% 

Since the MOTS model does not contain the 2011 AAA Incremental Stress 
Factor, the MQR decided to adopt those estimated in the GSMS model in the 
following tests, and uses Table 4 as the benchmark for comparison purposes. 

J 

Assumption 2: Loan Constants 

The MOTS model uses Loan Constants specified in Table 6. During our review 
proces..c;, the MQR wa..<> infonned that the Loan Constant used to calculate AAA 
Debt Service is typically the higher of the actual loan constant and that specified 
in Thble 6. 

The GSMS model, however, takes a third approach which is a weighted average 
of the two methods discussed above. Let Loan.ConstantCriteria be the loan 
constants specified in the criteria, and Loan.ConstantM= be the higher of the 
actual loan constant and that specified in Table 6. The loan constant used in 
GSMS deal is calculated a..c;: 

Loan.ConstantGSMS = axLoan.CoruJtantMax+(l-a) xLoan.Constarit0 riteria 
(2) 

where a is called "S&P Constant Blend" and set at 50% in the GSMS model. 

rviQR applied the three approaches to the GSMS data. It appears that the 
'criteria' approach and the 'maximum' approach generate almost identical AAA 
CE re.c;ults. It is not surprising given that only one loan in the GSMS deal is 
affected by these two different approaches. The 'weighted-average' approach, 
on the other hand, produces a much lower AAA CE as shown in Table 7. 

J 
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From: 
Sent: 
To: 
Ct: 
Subject: 
Attachments: 

Sensitivity: 

Dear Colleagues, 

EXHIBITY 
Barnes, Susan 
Friday, November 18, 2011 3:34 PM 
Jacob, David; Adelson, Mark; Vignola, David; Griep, Cliff 
Bukspan, Neri; Moskowitz, Dina; Leibowitz, David 
TPER on CMBS GS Mtg Sec Trust 2011-GC4 
TPER CMBS GS 111611.DOC 

Confidential 

GOVERNMENT 
EXHIBIT 

ill 
D-03302 

As required under the Targeted Post Event Review Procedures section 4.9, I am sending you the 
attached Targeted Post Event Review performed on the above referenced transaction. As this report 
involves a sensitive matter, please do not disseminate this report further without speaking to either 
Neriorme. 
Also as you may recall, the SEC requested a copy of this report in connection with the upcoming exam. 
The report was submitted today with an indication 
that the practice areas have not yet had an opportunity to review or respond. 

Kindly note in the Recommendations section of the report there are recommendations to the Analytic 
Practice, the Criteria organization, Model Quality Review team, Quality, and Compliance. To close out 
this review. responses need to be provided by those functions. In that regard. I will be conducting 
individual meetings with each team to share the relevant recommendations portion of the report, 
discuss the recommendations, and obtain their r~sponses. 

If you have any questions feel free to contact me. 

Regards, Susan 
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Scope 

Confidential 
Targeted Post Event Review 
Structured· Finance Americas 

GS Mortgage Securities Trust 20 11-GC4 

Nov 16,2011 

1. This targeted post event review ("TPER") was performed by Susan Barnes, Senior . 
Quality Officer, Americas Structured Finance. It arises out of an investor inquiry received 
by David Jacob regarding the preliminary ratings assigned on July 12, 2011 to GS 
Mortgage Securities Trust 2011-GC4 (the "GS transaction"). The initial purpose of this 
TPER was to assess whether criteria were appropriately applied in the rating of the GS 
transaction. The review ultimately expanded to assess the application of criteria to 
conduit/fusion transactions rated in 2011 and surveillance practice for conduit/fusion 
transactions. Lastly, the review includes recommendations for changes to the 
conduit/fusion criteria. 

2. The review process included discussions with analysts and other S&P persomrel; and a 
review of documents referenced herein. 

Summarv of Conclusions 

3 The conduit/fitsioncriteria published in June 2009 and updated in November_20 10 is 
unclear regarding the use of loan constants in the analysis for new issue and surveillance. 

~ougli differing views have been expressed: 

1 

(i) The Quality organization ("Quality") believes it is reasonable to conclude 
that the analytical practice received a criteria interpretation from the Criteria 
organization in January 2011 regarding the use of constants in conduit/fusion 
transactions and therefore, the Criteria Process Guidelines did not apply (the 
Criteria Process Guidelines specifically state that criteria interpretations are 
not governed by the Criteria Process Guidelines); and 

(ii) Based on Quality's assessment of the application of the conduit/fusion 
criteria generally (other than the use of constants) in rating of the· 2011 new 
issuances, we have determined that the analytical practice did not in all cases 
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Observations Regarding External Communication 

24. Since January 2011, the analytical practice has published tables in its presale reports 
that list the Debt Service Coverage Ratio ("DSCR") range based on the constants in 
Table 1 and the range based on the actual constants for the loans. The blended constants 
used in the analysis, however, were not specified. The tables are titled "Standard and 
Poor's DSCR Range Based on a Weighted Average Stressed Constant ofxx.'l/o," and 
"Standard and Poor's DSCR Range Based On An Actual Debt Constant ofxx%." These 
are tables 17 and 18 respectively in the presale report published on July 12, 2011 for the 
GS transaction. 

25. The pre-sale reports published in 2011 have also stated in the "Conduit/fusion 
methodology'' section that: "In determining a loan's DSCR, Standard & Poor's will 
consider both the loan's actual debt constant and a stressed constant based on property 
type as further detailed in our conduit/fusion criteria." 

26. Upon an inquiry regarding the inclusion of the stressed and actual constants (and the 
resulting DSCR range) in the presale reports, Duka stated in a July 2S, 2011 meeting that 
she decided not to publish the blended constants used in the analysis (and the resulting 
DSCR range) because the new issue process with respect to constants differed from that 
of surveillance and she didn't want to have to explain the difference. 

Observations Regarding RAMP 

27. The RAMP does not describe how the conduit/fusion criteria was applied or the 
analytical results, and it does not mention th~ application qfthe b~pded ap~roach, as ~r 
the RAMP guidelines and the statement by the analytical practice in its response to the 
MQR Framework Model review. Rather, the RAMP refers to the presale report for this 
• ,.. • • .tn ... _ " "',. ~ ~- ~--·- ' 
111101 maUOJr.\.')1%paragrapiJ.Yrm::nmq 

28. A sectot: outleok-is-desGribed-in.the.RAMJ? but-was-oot-includ~·~t:-. ------

29. Appendix A to the RAMP for the GS transaction states that the model listed on the 
model repository list was used; the Pnmary Analysts Statements sectton states that 
"alternative procedures" were utilized. 

Observations Regarding Model Quality Review 

30. The MQR, which was conducted in late 2010 and the first half of2011, identified that 
the model was using a "combination" of the actual constant and the constants in Table 1 
of the criteria. 

6 
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STANDARD 
&POOR'S 

Issued by: 
Global Structured 
Finance 

Applies to: 
Global Structured 
Finance Ratings 

EXHIBITZ 

Structured :Finance 

Global.Rating AnaljJ,'§,is and Itf ethodologv 

Profile (K4MP) Guidelines 

OVERVIEW 

This document provides guidelines for preparing a Structured Finance new issue or 
surveillance Ratings Analysis and Methodology Profile (RAMP). It provides 
guidance on the information analysts should present to committee and is designed 
to provide global consistency across Structured Finance practices. 

The RAMP template has the following sections: 

• Basic Transaction and Committee Information. This first section of the 
Version: _j RAMP lists the transaction details, such as issuer, issue name, series, 
01 August 2010 participant information, and rating recommendations. It also includes 

--(amencltng-versie -------eemmi-ttee-i·nfermati"0nn.:----· 
26 March 2009) 

··---------------'-----Tt:ansaction..Summacy-and-Rating-Rationale..-Thisis..the-rnain-presentation------­
to committee and includes the transaction summary and the rating rationale. 

------·- I 

• Appendix.-The Appena1x presents pertinent imormation thafSupports the 
rating recommendation and rating rationale. It includes: 

B. Payment Structure and Cash Flow Mechanics 
C. Counterparty Risks ··-·-------------------------
D. Legal and Regulatory Profile and Risks 
E. Operational Risks 
F. Surveillance Instructions 
G. Analyst and Chair Statements 
H. Exhibits 

Internal Use Only 
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Objectives of the RAMP 
The RAMP is a Standard & Poor's template that analysts use to present financial, 
structural, and other information to a rating committee. It outlines the analyst's 
rating recommendation. 

The RAMP's objective is to explain the rating recommendation to voting committee 
members through the application of criteria. The RAMP captures the key drivers of 
the issue being rated, the relevant facets of the analysis, the pertinent information 
considered, and the underlying criteria and applicable assumptions, as well as the 
committee's final decision and the rationale for the ratil}g. 

The analyst prepares an initial version of the RAMP for the committee. After the 
committee meeting, the analyst finalizes the R..AJ\IIP so that it captures the 
committee's considerations, providing the basis for its rating opinion. It provides 
the definitive record of the rating and serves as a first document for initiating 
surveillance. 

Guiding Principles 
The RAMP should provide rating committee members with a summary of the 
transaction and its structure. The analyst should present his/her recommendation 
and rationale to the committee; the RAMP should clearly delineate these. 

When preparing a RAMP, analysts should follow these guiding principles: 
• Transparency 
• Clarity 
• Relevance 
• Opinion 
• Criteria Support 
• Brevity. 

Analysts should present the committee with a complete RAMP that includes 
-en{}ugh-in:fGm±ati{}n-sG-that-th~Gm-mi:ttee-Gan-make~-decision.,-Analy.sts-are---------­

encouraged to summarize sections of the documents, rather than cutting and pasting 
information into the RAMP. However, if an analyst has a concern or questions 

---------------------------·-----a5ouflnterpretation ana consiStency oraocuinenTlanguage, tt's fine to mcluCfetn.e---·--·-
relevant language in the presentation. 

The RAMP should document the outcome of the committee deliberations and any 
__________________________ pertinent items,jnclJldingl!ssumptions that the committee makes and precedel!.t.L_ _______ _ 

considered. The RAMP should also outline clarifications that the committee seeks, 
and the resolution of those items (e.g., issues relating to the credit and cash flow 
analysis, structure, legal and/or operational and administrative risks). 

When is a RAMP Necessary? 
Analysts should present a complete RAMP any time a committee is proposing or 
making a rating decision. This includes preliminary and final ratings, rating 
affirmations, withdrawals (except as noted below), suspension of an existing rating, 
a CreditWatch action, or the assignment of a pew outlook. Analysts should follow 
the business procedures for their practices in"'deciding whether a RAMP is required 
when they're issuing a Rating Agency Confirmation. In general, if the RAC is 
considered to be material and a committee is convened to make a decision about the 

2 Internal Use Only 
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STANDARD --
&POOR'S 

Issued by: 
Policy Governance 
Group 

Applies to: 
Ratings Services 

Effective date: 
7 September 2010 

Refel's to policy: 
I\'fodel Use Policv 

Related Policies and 
Guidelines: 
111.:sc guidelines should 
be read in COI~unction 
with the, /'woidi nu_ 
Selective Disclosure 
Policv, Model 
Develooment 
Guidelines, JV!odel 
Docum entation 
Guidelines, Model 
lm nl ementati 011 

Guidelines, l'V1od~ 
Qualitv Review 
.Policv and Ratings 
Committee Policy 

EXHIBIT AA 

Ratings 
& 

.rvt s 
Model Use Guidelines GOVERNMENT 

EXH!BH 
j_96 

0-03302 

1.0 Defined Terms: 

Capitalized terms not defined herein have the meanings assigned in the Ratings 
Services CilQ.8ill.!Y ofTenns for Policies and Guidelines. 

2.0 Scope 

These Guidelines outline the procedures that Standard & Poor's Ratings 
Services' ("Rating Ser .. riccs") :';!:'·should employ when utilizing 
quantitative models that provide input to Rc:~;p;: 1\::; ;·.:,:;;,;. They also outline 
procedures ;\ and ·~i::::i sho,uld follow in obtaining 
approval for, and in documenting modifications or adaptations to, models or their 
designated inputs. In addition, these Guidelines address the dissemination of 
model information to the public and the actions required conceming the adoption 
of a new or revised model. 

3.0 Context 

3.1 These Guidelines apply to quantitative models used by .. Ratings 

3.2 

Services :; in all Ratings Services practices. They apply 
solely to models that represent a substantial component in 
determining a (,,_,,i;i That is. the model's results are 
discussed by a lh:ir:u. and contribute significantly to 
the determination of the rating level assigned or provide 
sig11ificant input to formulating the('; !::·~. 

For purposes of these Guidelines, quantitative models include 
calculation tools which produce output that is considered by 
,_,,.,: •• , • .>'' .,., •••• ,,;('' .. ,. d l j l • ·~·I t • (') !' ,,.·.!··.• . t , •.. .,: ... ,,_,~,, '·'··'·'''·"'·''·''··''·an \V1.c 11s sens1 I\e o. 1 ..• ,,,,,,, ... d.Inpu, 
and (ii) assumptions that correspond to i '.': ,;.;:::;. 
Such models an~ also subject t<.Pthe !V1oclel Qua!itv Review· Policv 

Ratings ,\'er;oil.·e.<: emph~vr!es an required to comply with thh policy uud guideliw.:s. 
Failure w cmup~r may result in dhciplium;v action ~quo aml im.:!udinJ.;' termination 
t?f~ eJJfJJloJ~ruent~ 

~~-~~fJi;~j;~j.~~ 
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--·-----~-- ----·--· ---·-··----

/ 

4.18 RAMP documentation. The RAM"P should prominently list all 
models (internal or external) that provide significant input to the 
rating decision and whether they were obtained from the 
Approved Model Library or the Alternative Procedures were used. 

4.19 Outline Model key ass11mptions. The RAMP should outline the 
key assumptions used in the model and the reasons for their use 
(e.g .• stress test assumptions). When key assumptions may be 
selected from several alternatives in accordance with our Criteria 
or may be selected as a point within a range, the RAMP should 
provide the :\ n«i.yst' H rationale for the selection. 

4.20 Document material differences in output of Model and rating. If a 
model provides a specific indicative rating level or credit 
enhancement levels, the RAMP should document the rationale for 
any material differences between the Credit Rating implied by the 
model and the final Credit Rating assigned or credit enhancement 
present in the transaction. If the Credit Rating implied by the 
model was the same as the final Cr~dit Rating, the RAMP should 

·also document thts-outcome:-F-er-purposes-ofthese-Guidelines; ·- ··- · -·-·· 
material difference means a difference of two or more notches 
between a rating implied by a model and the Cr~di.t Ratlng · 
determined by the Rming Conuninee . 

• I .i 

4.21 · Doct(ment rn.odific;atiQJ!Si{o q m9del; ·All rpodifications to a model 
tha~ proyid~tsi.gnitjcapt:inputJo tQ~~l1-ftt~f)g Commirt~e de<!ision .or 

1------··--- ___ .toJhe.modet.s..appm.v..eclassump.tions, including their rationale _________ _ 
. and,' where: appropriate; their· impa~t on' the ariruysi~, should be 

documented; protriin(mtly indi'cate(rilfthe RAMP, and discussed 
by the ratirig coinmitt~. . . . . . . . . 
j ! : ' ··: : . _. . ~ ' :: , i ; : . I. ·: J .. 

4.22 4ddi!ionpl d.oe_r(m!Jnl(ltion When Cri.t~ri.a Offl.cer concurrence is 
r:equ~r~~ pjslher appr:ov~t~hQulp al$Q b_() d9c~mented in the 
RAMP or an attachment thereto. 

4.23 

4.24 

: ~· 1 ·:·,;···i·,"; _;.;P:··. i·;·: :~} r.,:·'~ :·.=; j; ·Jl 1!;.!' ·:(. ~-·.:· 

Dm.'l!mentat[QY!. ofAlielfll(JiiVf!. ProcgcJures_. When: Alteroative 
J>roq~dures were:~selj, l~ey: sh:ould b~ .docut:ne.nted in aJ.l appeiJ<Jix 
tp the RAMP:tqg~ther withtth~ An~lyt:i0l M4nO,f.;er ·s appt;oval,. 
and _the apprpy~l :~fthe:p.racti~e~s Cfiteria:Offic~r when th.e model 
<;lmb<i)r;ii¢s ~ubst~~ial ~l.e01e.n~ of Cr};teria. · ' · 
· · ... · b· · ·· :.l· ·r · ·,·: · · ' · ·· .. · 
~M_P_ affi.rl1J~Iio_l[sr?gai_t:f~ng fa.o{ie_l use, .. The. Pri.niary A_nalyst 
ariq th~ Raii~.i!.j _r;~i~nnhw~ .~~!iait, ar~ ~~ui:r~d tp_sign th.e f911owing 
~t~te~e~ts (~~-~p~1i~b~e~,t~·.~e:~n:fJua~~- i:~ t~e ~:. · · · 
-:.·~·:; J;f·l~~ :):_ · .. ·· ... 

J~J-tmdil''Amr!d.(.c: Statimients: ·:· · ·· 
;· ~ " • J ,·: i :,_, . : .r: ; ' :. 

a). '('he fllOdt?l(~) l,lSed fo~·PUt:p~Se!) .<;>fthi~ o-~dit Rating, . 
1 1 ; in~ll,ldjng_inpJ.!t{s). a,n~ .<:>Ut~_yt(s) 1w~s appr9priate, consistent 
: · · with-R;at!qg~ $eryiqe~ Model Use.Policy ~n~ analytical 
: . Crit~lfifL; ~ .• 1 n r• ~ · · 

Standard & P~~r:·~ I IyiOdel,l)se.G~.iqeHnes: , .. --, ... . 5 
7Se tember20l0 · · ·. · ·' · ··· ' ·· p · I . . · • .···I . ' . ~ . 

... ·' 

: 1-l .. : ',.,· f :•f i- •• •!: !I• 

CONFIDENTIAL- FOIA TREATMENT REQUESTED:; i ;::-: 
": 

:llt .l; : · .SP·CM~S·-00285555 
1 •· F ;y ,. ;!I\ iir, t; ·;· ., ·.-. ~·· 'i :·· 



.:. 

~ 

From: 
Sent: 
To: 
Cc: 
Subject: 

Privileged & Confidential 

Milano, Patrick 

Monday, January 10, 2011 9:02AM 
Bukspan, Neri; Leibowitz, David; Vignola, David 
Manzi, Rosaleen 
RE: Communication 

Thanks Neri and my apologies for not catching that. 

Pat 

From: Bukspan, Neri 
Sent: Monday, January 10, 2011 9:00AM 
To: Milano, Patrick; Leibowitz, David; Vignola, David 
Cc: Manzi, Rosaleen 
Subject: RE: Communication 

Privileged & Confidential 

Pat, 

Thanks - ps note that this is the essence of my second e.mail to Susan and her response to me and will be performed - and any 
substantive criteria related feedback will bediscussed, and our conclusions shared, with the criteria organization including Frank and 
Mark. 

From: Milano, Patrick 
Sent: Monday, January 10, 2011 8:54AM 
To: Bukspan, Neri; Leibowitz, David; Vignola, David 
Cc: Manzi, Rosaleen 
Subject: RE: Communication 

Privileged & Confidential 

Neri, 

I have read all of the emails and I am not sure I can comment on whether this has been satisfactorily been closed out. lt appears trom 
the emails that lots of discussions took place which Is helpful, but did quality take one of the deals In question and look at It In detail­
i.e. level2 review to ensure that the criteria was applied appropriately and where the deal presented a circumstance that required some 
judgment in terms of criteria application that we have reviewed it with Mark to ensure he understands and approves of it Since this is 
new criteria the feedback to Mark Is important in my view. 

I have nothing further to add. 

Thanks, 
Pat 

From: Bukspan, Neri 
Sent: Friday, January 07, 2011 2:14PM 
To: Milano, Patrick; Leibowitz, David; Vignola, David 
Cc: Manzi, Rosaleen 
Subject: Fw: Communication 

Privileged & Confidential 
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Pat, David and David, 

Following your email yesterday, I met with Susan and discussed the anonymous e.mail that Pat received and the points in the e.mail 
that aflude to potential areas of analytical process and policies that may not have been followed. We determined that we will convene a 
discussion with the committee chair, Majid and the practice ceo, Frank Parisi, both independent members of the criteria organization, 
to obtain further information and insight The assertions and areas we looked at and the conclusions of our discussions are 
summarized below. 

Please read the e.mail below bottom up and advise whether there is anything else that is needed from our end. 

Safe journey home I 

Neri Bukspan 
neri_bukspan@standardandpoors.com 
2121438-1792 

From: Barnes, Susan 
To: Bukspan, Neri 
Sent: Fri Jan 07 13:53:37 2011 
Subject: RE: Communication 

This is in the pre-rating process and may be reflected in a preliminary rating if issued post agreed upon criteria application. It may 
possibly be picked up in a file review this month from November production but most likely next month from December ratings. This 
would only impact new issue ratings. 

I could check to see if the agreed upon criteria application was applied or the criteria constant per the archetypical pool. However to be 
clear, I believe the 'blended approach' for the application of the criteria was appropriately determined and a rating committee may use 
either approach depending upon the property characteristics as it deems appropriate. 

From: Bukspan, Neri 
Sent: Friday, January 07, 201112:49 PM 
To: Barnes, Susan 
Subject: Re: Communication 

Susan, 

Thanks. One point of clarification re: application of criteria and as discussed yesterday. Is this on issues during the pre rating levels 
analysis or now can be observed through file reviews. If the answer is yes 0) have we done any for these and if so whether we 
concluded criteria were properly applied or (II) do you think we should consider going through one or two. 

Thx. 

Neri Bukspan 
neri_bukspan@standardandpoors.com 
2121438-1792 

From: Barnes, Susan 
To: Bukspan, Neri 
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Sent: Fri Jan 07 10:57:38 2011 
Subject: Communication 

Neri, 
Following our discussion yesterday, I had separate discussions with Majid Geramian and Frank Parisi. The criteria committee alluded 
to in the email occurred earlier this week and was attended by both of them. I've determined this was the committee referenced in the 
email based on my conversation with Frank who stated that in that meeting they discussed the large loan criteria, specifically cashflow 
stresses addressing business cycle, as well as this is the only CMBS criteria committee thus far attended by Majid, so it seems 
reasonable to assume this is the meeting referenced in the email. 

Based on the email there are 3 main points either sited or alluded to: 
1) Appropriateness of criteria assumptions: The author of the email states that the new criteria officer (Ma~d) believes the EGI 

stresses in the cashflow criteria may be too conservative and that Barbara agrees. Based on my discussion with Majid and 
Frank, there was a discussion in that criteria committee on this point. This appears appropriate and expected of a criteria 
committee. 

2) Potential commercial considerations in the criteria commjttee: The author of the email states that 'Barbara' is concerned her 
criteria is so conservative that she isn't competitive. I asked both Majid and Frank if they recall any commercial aspects being 
discussed in the criteria committee. Both did not I further asked both if they recall any discussion in this meeting where they 
can infer a motive other than analytic. Both did not however, as Majid is relatively new to the organization it is difficult for him to 
really opine. 

3) Potential misapplication of criteria: The author ofthe email states 'she (Barbara) is using an average of the in-place interest 
rate and the criteria constants, ones she voted for, in the elf model, to get the levels down. I wonder what Quality would say 
about that. She said today that she's looking to add 6 new issuance analysts because she's so busy.' 

a. The first sentence may infer that the criteria are not being appropriately applied. I asked Frank if he recalled 
discussing the use of in-place Interest rate versus the criteria constants. Frank stated that he had a couple of 
conversations with Barbara and Eric Thompson on the use of the criteria constants versus the in-place interest rates. 
Frank recalled first discussing with them the need to document and substantiate any request for criteria exceptions. 
Upon further review Barbara presented and discussed with Frank the analytic results of the analysis when applying 
both methods. In addition, they discussed the differences ofthe market and property characteristics to those ofthe 
archetypical loan. Frank decided that since the characteristics differed from the archetypical pool, the criteria 
assumptions used could be tailored to the property characteristics and no criteria needed to be modified or created. In 
essence this is a question of criteria application not a criteria change. In that same meeting they decided It was 
appropriate to use the average ofthe in-place interest rate and the criteria constant where the property characteristics 
differed from the archetypical pool as those discussed in that meeting. This is the practice referenced by the author of 
the email. 

b. The author states the criteria application of assumptions being applied were derived to 'get the levels down'. Based on 
my conversation with Frank, I do not believe commercial aspects influenced the decision to tailor the application of the 
criteria assumptions for the property characteristics. 

Based on the above I do not see the need to look further into this. Please let me know if you disagree. I do think the CMBS AMs should 
explicitly communicate the application of the criteria assumptions referenced in 3a above to the analytic staff. I will follow up with 
Barbara Duka on this point. 

Regards, Susan 
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Presale: 

GS Mortgage Securities T:rust 2011-GC4 

$1.48 Billion Commercial Mortgage Pass-TI1rough Certificates Series 2011-GC4 

Class Prelimina!! rating{i) Preliminary amount (S) Recommended credit SUI!I!Oit (%) 
A· I AAA(sfl 85,249,1100 14.500 

A·2 AAA{sfl 332,497,1100 14.500 

A-3 AAA{sfl 90,651,1100 14.000 

A-4 AAA{sf) 753,667,000 14.500 

X·A(ii) AAA(sfl 1,262,064,00~iii) N/A 
X-B(ii) NR 214,034,883(iiil N/A 
B AA-{sf) 60,889,1100 10.375 

c A·(sfl 62,734,1100 6.125 
D BBBistJ 35,058,000 3.750 

E BBistJ 23,986,000 2.125 
F B(sfl 16,606,000 1.1100 

G NR 14,761,883 N/A 
(i}The fating on e~ cfa:.-s uf s&."'Uritias is preliminaif and subject tn change at any tima. (ii}lnt!rnsNm~; class. (iii}Notionat am runt. NA-Not rst2d. N/A-Not applicable. 

Closing date 

Collateral 

Underwriters and mortgage loan sellers 

Depositor 
Master servicer 

Special servicer 

Trustee 

Rationale 

July 28, 2011. 
Seventy loans that are secured by 130 properties. 
Goldman Sachs Mortgaga Co., Citigroup Global Markets Realty Corp., and StaiWOOd Property Mortgage 
Sub-JLLC. 
GS Mortgage Securities Corp. II. 
Wells Fargo Bank N.A. 

Torchlight loan Services LLC. 
Deutsche Bank National Trust Co. 

The preliminary ratings assigned toGS Mortgage Securities Trust 2011-GC4's (GSMST 2011-GC4's) $1.48 billion 

commercial mortgage pass-through certificates reflect the credit support provided by the subordinate classes of 

certificates; the liquidity provided by the trustee; and the underlying loans' economics, geographic diversity, and 

property type diversity. In our analysis, we determined that, on a weighted average basis, the pool has a debt service 

coverage ratio (DSCR} of 1.2Sx based on a weighted average Standard &:: Poor's Ratings Services Joan constant of 

8.31 %, a DSCR of 1.S4x based on the weighted average in-place loan cons~nt of 6.75%, a beginning loan-to-value 

Standard &:: Poor's I RatingsDirect on the Global Credit Portal I July 12, 2011 4 
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Presale: GS Mortgage Securities Trust 2011-GC4 

(LTV) ratio of 86.8%, and an ending LTV ratio of 75.6%. 

To calculate the number of loans, we considered each group of cross-collateralized and cross-defaulted loans as one 

loan. We counted Lake Buena Vista Factory Stores Phase I (1.9% of the pool balance) and Phase ll (0.5%) as one 

loan. 

Strengths 
This transaction exhibits the following strengths: 

• As a whole, the transaction reflects economics that are better than Standard & Poor's archetypical pool based on 

Standard & Poor's stressed beginning and ending LTV ratios of 86.8% and 75.6%, respectively, for the pooled 

trust balance. The transaction's beginning and ending LTV ratios, based on appraisal values, are 61.4% and 

53.5%, respectively. Additionally, the transaction's stressed DSCR of 1.25x is higher than the archetypical pool's 

DSCR of 1.20x. 

• The transaction has an 18.0% concentration in multifamily, student housing, and manufactured housing 

properties, which is higher than the archetypical pool's multifamily concentration of 15.0%. Standard & Poor's 

views multifamily as one of the more stable commercial property types. Additionally, the transaction has a lower 

concentration in lodging properties (7.2%}, which we view to be the most volatile property type, than the 

archetypical pool (10.0%). 

• The transaction has a weighted average DSCR of 1.25x based on a Standard & Poor's loan constant of 8.31 %, 

which is stronger than the archetypical pool (1.20x). Standard & Poor's DSCRs for loans within the trust range 

from 0.98x to 1.92x and are based ~n stressed loan constants ranging from 7.75% to 10.00%, depending on the 

property type. Using the pool's weighted average actual loan constant of 6.75%, the transaction's DSCR is l.S4x. 

• One loan, Museum Square {4.0% of the pool balance, 'aa'}, the fifth-largest loan in the pool, has a trust balance 

that exhibits credit characteristics consistent with obligations rated investment-grade by Standard & Poor's. 

• All of the loans in the pool have borrowing entities that are structured as special-purpose entities (SPEs). In 

addition, loans representing 62.9% of the pool balance have borrowers that are structured with both a 

nonconsolidation opinion and at least one independent director, including all of the top 10 loans. 

• The trust benefits from scheduled amortization, which reduces Standard & Poor's weighted average LTV ratio to 

75.6% ar maturity from 86.8% at issuance. However, rhe amortization benefit is lessened somewhat by the 17 

loans (21.9% of the pool balance) that feature partial· or full-term interest-only payments through maturity. The 

nine full-term interest-only loans (13.1 %} have a weighted average Standard & Poor's stressed LTV ratio of 

68.1% and the eight partial interest-only {8.8%) loans have a weighted average beginning Standard & Poor's 

stressed LTV ratio of 92.4% and an ending LTV of 84.0%. 

• Lock boxes are in place for 54 loans (82.2% of the pool balance). However, only 62 loans (76.1% of the pool 

balance) require monthly collections for real estate taxes. Fifty-three loans (63.4%) require monthly collections 

for insurance, 211oans (40.0% of the pool balance excluding multifamily, hotel, and self-storage properties) 

require monthly collections for tenant improvement and leasing commission (1YLC) reserves, and 16loans 

(73.0% of the pool balance) require monthly collections for capital expenses, not including springing reserves. 

Forty-two of the loans with lockboxes (73.2%) have hard lockboxes and 12loans (9.0% of the pool balance) 

have soft lockboxes. In addition, 15 loans {16.5% of the pool balance) provide for springing lockboxes. 

Generally, soft and springing lockboxes arc triggered by an event of dcfaultt,.thc anticipated repayment date 
(ADR}, DSCR conditions, or a specific tenant event. .~ 

www.standardandpoors.cnm/ratingsdirect 5 
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Presale: GS Mortgage Securities Trust 2011-GC4 

Collateral quality 
Based on our analysis, the pottfolio has a DSCR of 1.2Sx using a weighted average Swtdard & Poor's loan constant 
of 8.31% and a DSCR of 1.54x using the weighted aver.~ge in-place loan constant of 6.75%. Our DSCR reflects the 
adjustments that we made to the banker's underwritten net cash flow (NCF) for the properties based on the 
properties' historical and projected operating statements, the third-party reports, and the assets' competitive 
positions in their respective markets. 

On a weighted average basis, we decreased the portfolio's NCF by 5.4%. This decrease typically reflects adjustments 
to rental rates, occupancy levels, operating expenses, capital expenditure reserves, and TIILC assumptions. 

For the pool, Standard & Poor's weighted average beginning LTV ratio is 86.8% and the ending LTV ratio is 
75.6%. We applied a 9.03% weighted average capitalization rate to our NCF. The capitalization rates are a 
function of each property's asset type, quality, tenancy, position in the competitive set, and current and future 
market conditions (see table 2 for more information on our analysis of the various property types' cash flow and 
valuation}. 

Table2 

f:£'~~~ JW!?4,~~Nf!~ ~;;~:~a,,i,iti.?b:::~::i1 :;,> ~ t~ :~:;';:i;~'i ;;tf ~P:I: r~·-·.:.·dE~ii?iE~~ ~~::0:;:;'1,~ i;Gt;;~.:f. 
Cap rate Beg. LlV ratio End. LlV ratio 

Prol!e!!! !II!!: %cfJ!OOI DSCR (xllil % NCF diff.liil (%) (%) (%) Value eer !!9· ft.(Sl 
Regional mall 25.1 1.17 (5.5) 8.38 87.0 70.5 200 

Oft ice 19.3 1.38 (7.9) 9.25 80.5 73.3 125 
Retail anchored 11.1 1.27 (4.1) 8.95 91.9 72.1 118 

Student housing 8.9 1.19 (4.6) 8.74 85.8 84.6 111 ,50S{ iii) 

Retail single tenant 8.5 1.36 (3.4) 8.95 80.5 78.4 130 
Hotel 72 1.08 (3.5) 11.22 91.4 91.2 83,509(iiii) 

Multifamily 7.1 1.27 (4.8) 8.54 81.6 72.5 41,770(iii) 

Retail unanchored 6.0 1.26 (3.7) 9.42 99.1 76.9 243 
Manufactured housing 1.9 1.51 (1.2) 8.90 75.7 66.4 24,7B5{iii) 

Mixed use 1.7 1.11 (2.3) 8.86 96.8 82.4 135 
Industrial 1.6 1.13 (6.3) 9.50 103.5 94.9 40 
Self-Storage 1.4 1.18 (O.B) 10.25 86.6 86.4 71 

Total 100.0 1.25 (5.4) 9.03 86.8 75.6 
(i!Based on a weighted average stressed Standard & Poor's loan constant of 8.31 %. {il)The difference between Standard & Poor's estimated NCF and the undeJWriter's 
estimated NCF as a trercentage of the undeJWriter's estimated NCf. OiiiVatue per tu1it. {iiii)Value per available room. DSCR-Oebt service coverage ratio. NCF--Net cash 
flow. LTV-loan to value. 

Borrower/loan concentrations 
GGP is the sponsor of the Park Place Mall loan (13.5% of the pool balance), the largest Joan in the pool, making it 
the largest sponsor in the transaction (see table 3 for the sponsor concentration). 

Tahle3 

t§~~Hi~~ ~21f~~u!i~~i-~~i';·;§ ~.:;~;1}I~t~t ~,~ =.rtD~j~:,j~~r: 
Borrower Pooled truSt balance !mil.$) No. of loans % cf J!OOI 
Largest 199.6 1 13.5 

Top five 533.3 5 36.1 

Top 10 747.7 13 50.7 
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Presale: GS Mortgage Securities Trust 2011-GC4 

For a summary of the top 10 loans in the pool, see table 4. 

Table4 

~t~~t[;~ltr~£·~if~~~-t=~~t~.:~~(3_~:~~1{ti?:~~~t~~~~~1~ir~t:~l~~~~~~tB1~~~*1~:t~:!~~¥TI~ii~~~~1:~i~~:~f~;£~j~~~}~~~~~~~~~~Y.-1!t)~~ifl~ 
%of TmstDSCR %NCF Caprate Beg. LTV End. LTV Value per unit/{tJ 

Proee!!l name Proeertv tvl!e 1!001 (x)lil diff.(ii) (%) (%) 1%) ft.() 
Prot Place Mall Regional mall 13.5 1.06 (4.61 8.00 91.62 75.95 455.67 

Copper Beech Portfolio Student housing 8.1 120 {4.61 8.74 91.40 84.96 123.370.33 

Parkdale Mall and 
Parkdale Crossing 

Regional mall 6.4 127 (9.0) 9.00 86.17 65.88 147.47 

Shoppes at Chino Hills Andlored retail 4.1 125 (3.0) 8.75 84.73 70.13 189.91 

Museum Square Office 4.0 1.92 {10.91 8.75 55.25 55.25 191.15 

Cole Portfolio Retail single 32 1.49 (3.7) 9.15 74.39 74.39 126.33 
tenant 

Riverside on tile James Office 3.1 1.16 {10.9) 9.00 94.91 84.14 18224 

Asllland Town Center Regional mall 2.9 1.30 (3.4) 8.50 79.04 64.79 122.61 

Apple Tree Business Park Office 2.6 121 (5.9) 9.75 97.59 81.96 92.93 

lake Buena Vista Factory Anchored retail 2.4 1.53 12.9) 10.25 81.41 69.61 186.82 
Stores Phase I and II 

Total N/A 50.2 127 (5.8) 8.73 85.68 73.79 

(i!Ca!eulated based on a Slllndard & Poor's NCF and a stri!ssed constant of 8.25% for an loans excesrt Copper Seech Portfolio. VJI!ich was streHad at an !Ulll% constant 
(ii)The difference between Standard & Poor's estimated NCF and the underwriter's estimated NCF as a percentage of the underwriter's estimated NCF only. DSCR-Deht 
service covernge ratio. NCF-Net cash How. LTV-loan to value. N/A-Not appficahle. 

Geographic diversity 
The pool consists of properties located in 35 states and exhibits geographic concentration in that 41.3% of the 

assets are located in the top three states. The top five and top 10 state concentrations are 59.0% and 79.4%, 

respectively (see table 5 for the top five concentrations and table 6 for the largest concentration of properties by 

MSA). 

TableS 

~fol! Flt~siai&illil'ri'i:e'fltfaWO'nS1~ 
.,::f:.-.- :1 •• »~··~~ .. .;:.;.;;xw ... z. X.·}~··~·.-'\~ ,.;:.:;..i:t~ .,...{;iy. 

State o/ocfj!ODI 
Texas 15.0 

Arizona 14.5 

California 11.8 

New York 9.4 

Virginia 8.3 

30 other states 40.9 

TableS 

Metropolitan statistical area{i) % of pool 
Tucson. Ariz. 13.5 

Houston 8.0 

Richmond. Va. 7.2 

los Angeles 5.1 
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Credit Evaluation 
Our analysis included the following: 

• We conducted site inspections for 59.1% of the loan balance. 
• We analyzed 32 of the 70 loans, representing 74.2% of the pool balance. 
• Our loan-level reviews included analyzing property-level operating statements and rent rolls. 
• We reviewed third-party appraisal, environmental, and engineering reports for each of the select properties. 
• We reviewed legal matters that we believe are relevant to our analysis, as outlined in our criteria. We completed a 

legal review for five of the loans (36.1% of the pool balance}. We reviewed the current drafts of major 
transaction documents, including the offering circular, PSA, and other legal documents to verify compliance with 
Standard & Poor's criteria and to understand the mechanics of the underlying loans and the transaction. 

For more information on our analysis of the cash flow and valuation of the various property types, the top 10 loan 
characteristics, and Standard & Poor's DSCR and LTV ratio stratification ranges, see tables 17-20. 

Table17 

~~¥iFl~r!'-*-'f--~~f~_~z~§,C.RJ:fia~ri~'~As@:9.1i:~;~~!~itifil~4:{if~~!i:t•r?ii~~-~;;n.if~nr9x~ 
DSCR range (x) No. of loans Loan balance ($) %oteool 
Greater than 1.65 4 86.064,845 5.B 

1.55to 1.65 4 22,623,469 1.5 

1.50 to 1.54 4 59.n1,304 4.0 

1.45to1.49 4 85,468,944 5.8 

1.40to1.44 5 64,954,882 4.4 

1.35 to 1.39 2 16.696.645 1.1 

1.30 to 1.34 3 58,195,801 3.9 

115to 1.29 5 209,512,581 14.2 

110 to 1.24 6 219,923.773 14.9 

1.15to 1.19 10 126,973,438 8.6 

1.10 to 1.14 9 132,855,830 9.0 

1.05to 1.09 8 306,51 0,290 20.8 

1.00to 1.04 5 60,597,062 4.1 

0.95to 0.99 1 26,000,000 l.B 
0.90to0.94 0 0 0.0 
less than 0.90 0 0 0.0 

Total 70 1.476.098,883 100.0 
OSCR-Debt servlte ecvemge mtlo (basl!d on Sll!ndam & Pllor'sconstant and NCFJ, NCf-Net eash flow. 

Table18 -DSC range (x) No. of loans Loan balance{$) %off!DOI 
Greater than 1.65 19 363,910.712 24.7 

1.55to 1.65 9 158,746,053 10.8 

1.50 to 1.54 3 15,530.445 1.1 

1.45to 1.49 9 106.809.581 '"11. 
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Tablets 

Vslifriti;jfif8:'tilfrirfs~fis'cR' ll~~.,e~s~£ka:oi1'An A:C"tll~i'6'~ttcti 
r~?~~~~;J~~-~9J~.·~"·;::::~·i.4Ji;i.{~~~~~:t,'~~~-~,;.tt?~~::~t.;!'~:~r£~~r~ 
1.40 to 1.44 4 70,030,435 4.7 

1.35to 1.39 10 230,860,037 15.6 

1.3010 1.34 B 417,033,393 28.3 

1.25 to 129 4 33.931.736 2.3 

12010124 3 61,315.493 42 
1.15 to 1.19 1 17,931,000 11 

1.10to 1.14 0 0 0.0 

1.05 to 1.09 0 0 0.0 

1.00to 1.04 0 0 0.0 

0.95 to 0.99 0 0 0.8 

0.90to 0.94 0 0 0.0 

less !han 0.90 0 0 0.0 

Total 70 1,476,098.883 100.0 

DSCR-Oebt seJVice CIMllage ratio (based on tlte actual conslallt and Standard & Poo(s NCfl. NCF-Net cash flaw. 

Table19 

~~-~ilWfHr!.~;~:~~'?f!~~~iMr!f 
Beginning LTV ratio range (%) No. of loans Loan balance($) %of j!OOI 

less !han 50 0 0 0.0 

51 to60 1 58,400,000 4.0 

61 to70 4 32,164,845 22 

71 to75 9 118,561,948 8.0 

76 toBO 8 119.345.471 8.1 

81 to 85 3 110,132,845 7.5 

86 to90 5 157,362,581 10.7 

91 to95 13 473.955.072 32.1 

96 to 100 11 184,475,353 12.5 

101 to 105 8 122.431.274 8.3 

106to110 6 80,591,526 5.5 

111 to115 1 10,986.783 0.7 

Greaterthan 115 1 7,691,184 0.5 

Total 70 1 .476.098,883 100.0 

LTV-Loan-to-va!ue. 

Table20 
*S wntf :fti'&-'"ff:·:~:~·•~:E :·d~-:~~ =r(TifiRM;~·:~~:%~:3;~~~~~~J.;,':f ;~'"~;t~i~~t:~¥~/ff~i~ 
~~~· ~l: .... ~-~~:;;<~- ""'~~~J:.: ~J .. Jt.l!!~~,.-5 ~ ./p.~·~/.J' 1~::~._:?.:;:·<;~~~%1,-::~tfuhJ~;t;rtt~z ~~%~~~}~~ :~~ 
Ending LTV ratio range ('l'o) No. of loans Loan balance($) % of eool 
Fully amortizing 0 0 0 

Oto50 0 0 0 

51 to60 6 98,457.416 6.7 

61 to70 13 269,344,443 18.2 

71 to 75 9 193,685,802 13.1 
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hold, or 

Expected closing date Aug. 10, 2011. 
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Marme lerracc (2:.9'70 ot the pool, 'bbb~Thave a trust baJai1cc that cxfiiliits crcd1t charar.:tenstKs wns1stent With 

,!; •• ~.;,~,. ~~.~'"! ;~,., ... .,~,~•-"··~,L,_I,,"' C•~~,.l~,.,l !<..• n .. .__,, 
-"b~'-.lV.I...I..;J .J."''-'-''-'""' A.l.l.l''-'Q~-.I.i.LV..I.-1.1,,. bLo; 

• Seventy-mne loans {92.3% of rhe pool) are secured by mulofanuly prupernes. The mult&mnly1oahs ongJ.hated 

under the Freddie Mar: program for securitization arc, in our view, of si1..'11ificantlv higher qualitY than the 

--------'nn:CJ.~,~;ul.l11tti.ifta:a~ns included in typical conduit/f'.~sion commcrr.:ial mortgagc-badrcd scwritics (C]'),IBS) tr~•l'lS--------1 

that Standard & 1>oo?s has rated. Addit:ioi1ally, heddie Mac 11a:~ provided represenrarionsand \varranties on the 
_loans which means tb:.Jt the lmms rrnderp-o Hreddie 1\-Llc's doe diligence nrocess and are nnderwritten_a.ccordinp- to 

Freddie Mac's standatdi~ t.'lb :l. 

• Mult1tamily properties arc one ot the most stable commercial property types. Furthermore, the pool's overall 
_.._,.......::!;+ ............ 1: ...... ~ ___ :,... - ...... 1 ....... :"'-..... t .... ,.. .............. ; .... __ ......... ._..,,~I .. :C""'-":1,, 1,..... .. ~,..., .... t... ........ -..-.. ........ ..-..-.-.~ ...... ..... __ : ....... 1 _,..._... ...... ...-1 •• ! .. /.C ....... : ...... _ .. r·!\_ifl.!C --""~'"' ............. • 
~r\,.-Uli.-':{UctTn.-y ~~- -1-Vta.LJY-\,..IJ O>UIJi.;..I-H-:-Jr· ·r,.:v TlH:-HJ;TT(.llllliJ- '1\::U,--rl>) L:ll(~~---n;:,-prt,...:;t.;..llf..-t::""j~:t1r"\;:\.TfTCIUTI:TJU.-.:Yn:~I.IJJ-~Ti.'CH.')'J.~ 

due, m part, to freddie Mac's hndenvfifing stan darers, the above-average qualities of the properttes m the pool, 

and the performance o£ Freddie Mac transactions versus typical CMBS multifamily transactions . 
._ ___ Th~ ___ n.ro.t'\P.r1"1~rJ?lLJ.~.!'E>rl_i1"'l_____lTT_~t:_ __ 1:n.P..t.r..o.nnlit•1n~r_i_c_·:::..1 .. ~.P·.loC- /T\If"-~~--\__:'(~ri-th n.n_hr? '\ QfJI... lA~'"'•"~rl')....l ' ,...., J:'"""....,f"'--..._w_....,...., ._.. ... _. '''"""-" .......... - .......... ,..._...._ .... ................ J>.J""' ..,.., ... .,.. ....... .-.t"'-""""""...,.._ .... ...,.,....,,._...., .. ;o;..._. ..... _. . ..,.....,.._ . ...,,_, ,,..,...._._., ... ...,...,,,. ........... -.o;··-~;,o.._.,,._, ._......, .. _,. • 

tertiary markets. 
• On ::1 n,-,tion,,] ll"vl"l vaetnctr r:;tte<. in rbe lT ~- rnnltif,wnilv <;l"ctor ,1nne,1r to he rlPrlinin<> :Jftf'r inrre""in<> ovPr rhe ------- ~-- ----------------,; -- --rr--·- -·- --- -----------o ------ -----------o 

_r_ . .1. ' ____ t__ __L___ __ _...._:_,LQ! ·~('\::11"\ (' ______ ,-r__ __ .A_O/ ' ""'AAA\ _1_ • (1 
past liUCC year~. h!:i a LCSUH U.l ll!IS UCCJCi:ISC \lU O • .l /o Jl! L.V.LV HU!ll /."t /o Ill L.VV7) anu !CllllllllallUil J:Cll!flllll!:; lU 

nosirive levels ito 1.4% in 2010 frnm netrMive 4.7% in 2009\_ the trailimr 12-monrh-ITTJ'\/f\ <:::l;;h flows seem to 

represent the bottom of this economic cycle. According to CB Richard EHis Econometric Advisors' (CBRE &\'s) I 
l\?fultJ-Houstn){l.JVcrvJc\v ·esc Outlook (Spnng 20 II), the supply/demand fundamentals, mcludmg the lack of new 

supplv due to depressed construction and increased demand that should accompanv the recovering labor market 

arc tavoral)le to a recovery m the sector. 

• The class A-1, A-2, Xl, and X3 certificates in this deal benefit from a guarantee provided bv Freddie Mac. 

Howeve-.; Stondard lj.r Poor's is...'l5signing preliminary ratings to the trans·Ktion witho11t giving benefit to thi 

t;Uttl a.11 J..t;(;. 

• Eirrhty-fom loans (83 1% of the pool) have monthly reserves for taxes. S 1 lo::~m (SS .0% of the oooll h::~ve 
,.___l,._,_________.,.._..,__...._......._~.,.__,C_,__.,. ~--~~.,.._.._ _ _..._.-___J_:_.,~-~ ~·~-~ -~ .._,__.,l_______Li__j_.,.~-"'--•"'-~•_{) ____ (\0/ ..,.__( __ _.., __ 1..._~ ----1\ l~:-~ ~--- _,_- ·- ,..t.lw 

L\-:t\...iY'w.::t l.Vl. 1...a..pu.a..t \...i\ .. }'VllUlLU.iC.:t~ d.UU. U.l. J.\..1..:11L.;) \1JVoV /0 Vl. LU'w }-'VVl} l1d.\"C. Ul.I,JlH.lllJ l.C.~C:.L"'t::;..::Jo J.V1. UJ.::l\.4..la.lll. .. \:.. 
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t>resa.le: .t:R.,6:.%r; 2011 K 14 Mft~tst 1 

• '!be average quality score for the properties sect11,"i11g the morrgag~s illthe trust is 2.78, an above-average score on 

_____ ...;:SL~.<tauJ.lda.rd & Poor's scale of J (higbesr) to 5 (10\v"sr) 

C:oncerns And M1ti1!atim! Factors 
<J 

Um transaction exhibits the tollowmg concerns and n1itigating factors: 

• All of the loan&in_thenooLaUow for subordin<ltc dchtsCL"tu:cdby the mortgaged properties. whic~;vc cxn.ctt_ 
r._ .. ,J.J: .. 1\.f.~-~--~~:ll .. L.~~f.! TL..f~ '"~L,~_.t: __ .~.. ... t .. t.~ ... ~·~·-·· .. I-..,. -~--···~····l yy.:.t.;._ --~·-'"---"'--"'-'-"~"'------~-·C ... .s..L_,._ ____ (:_.,_..,_,. ___ ......,.._,~ •• ~,,.,~...__,_,._,'-. __ ..._,..,t. __ • ...,...__ •• ,._ .. 
'1.-l\:>UOl\,; l\'J.dltv lf'r"Jll l.l.VI\J.---~1U,;;~L-LUO:l-\:.TllrC~l. '-'d.HHVL- tJ\..- dlv\.-l.U\...U WHliHl VH\,... 'f\,....;U V..l l..l1\.. .Ul.o;:,f,..U.1Vl.l,5(15"-' dHU UJ.U~I-

adhere to certain c61ldlti6!is;includmg lnmtatiOTlS oi\ Ll V rati6sTrangl11g-trorn 30.0% to I:>O.U/"o) and a 

combined DSCR of at least l.25'X'i as specified by the individual loan documenrs. We considered this additional 

aebt m our evaJuatmn. 

• All bur si.x loans in the pool {1.9'Yo of the pool) have borrowing entities that are strucmred as special-purpose 
Pn'tirJpc:: {c;;pp_~_l_H_ourPVPr GnJv C!iV ln~n~(~Jh S 0/..., r.f thP 0(\fli) ~rP ~'trllt-t'ltrPrl \l!irh nnnt--nt1~rtJirJ~cstiAn rt.nininn~ ~ltl_f-l 
.....---·~·-...-T...,.._,.---T._.------···'/" • ""•" • •- • ~·J .• ,.. ·····:;··----..,.-•.•..•......•.•. , • ._-- . ..,. \ . ·.·-~· • .... •· -~ J.•" v .,.. • j •-·- .., ••• ----· -- ••. •· ••• ~· • ·~-· ....... ..,. ··--•· •·• •• .,. •• f:' 

none of the loans is structured with an independent ditedor. While loan~ represeming 75.9% of the pool provide 
warm-body reconrse carve-om m1aranrors rbe issuer considers the inform:~rion nf :~II inrlivirln:~l~ ronfiriPnri:~l :~nrl. 

the! dotE_ we cUe unable !'0 di;;dosc l,,lli tC.~ anti-financial details-of the individuall'!;tt-~L,the I 

sponsor o± one Joan, lhe Legends at La .PaJoma (1.';1% o± the pool), obtained unsecured debt m the form of a 
''' ' • <J:') 1 (i il_=;U;L,=~~Tl~L,_,~,,~{~;, {n,.;l;,_._ '"~~<·cuLm "1\..f~,.,.i, ')A_ 'lh1 fi ~..-vl_b 

~tJ:' 1.-V ~~-yj-'.LV-<.,_.IJ.L.L;;l'-V.L,/ '-V.o:;..;..LV-~V J..L.i.U . .L..I.V.l.L• .&....1..1._., .... .l.'-''1..1.1.1, ..l.;;l\,.'U.ll.)"···y~';;I.V ... J.V~\..-Y V.LJ. .LY.L"t;~.L .... .L.L ..,_I' ..._,v..a.v, 

an mltlal term oi r8 months. Although the borrower of this loan Js structured as a SPE;the loan documents do I 
not provide for a nonconsolidation opinion or an independent director. We considered all of these factors in 

'"t-::t_1_.1_l __ -:t:tinu ____ t_6 ................. ., """" "~ 
-o 

• The pool exhibits concemration in the multifamily sector, which comprises 92.3% of the pool balance. We 

h~>liPvP rhM thP WP,lk hon~im:r :-mrll,.hor m"'rkets h:1vP r:1ken '1 roll on rlw multibmilv sector. HowevPr~ the_ 
• ' •• ': ~~ ~ '~ ' ! ''! • .. L "'·" 11 • 
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()t these loans to be better than typic<ll CJ\1BS multitamily loans based, iri part, on the historical pertormancc or 
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the past several years have slowed and reversed m most markets. We expecffliat tlie multlfarmly sectorWIII begm 

to stabilize and continue to recover as the economy recovers. 
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& Poor's LTV ratios for these loans range from 51.0% to 88.1 %, with a weighted average of 70.9%. In addition, 
19 lo·1ns (21 7°/,.. Af rhP. nnn.l h~l·:lnr.P\ fp~f'l1t'P n~rt1~1-t"Prn, Tnr.PrPct-r\nh7 rvn:rnPnt~ Tl·ullo n:1:rti~1l-rPrn, inrPrP.cr-onlv 

r 
1oaH~ H(;1VC a "vc:Jt;Htc:u i.1\'Glat;c ..:JtctHua.tu Lx.-ruurs-srresseu--ci v 1auo 01 70."i"/O~-nuwevcl, u1c: uu::t-L 110!1! 

sit:nilicant scheduled arnOJ:tization_ which reduces Standard &l'nor's 1.vei"hred averape I TV ratilLto.. {,"In ::lt 
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1s 'J~.4'1.• and the endmg LJV ratiO 1s ~.)./%. 

• Based on Standard & Poor's stressed analysis, one of the tQil_ I 0 loans, Daniel Island Village Apartments 12.4% of 

the pool), has a !J:)\.,K or less than J.OO:X' (based on a constant ot 1.1 Y1o) ana a LI v rat10 higher than 1 (}l!.\.J~'o. 

An additional three of the tOp 10 loans (8. 7% of the pool balance} have LTV ratios higher than 1 00.0% •. 
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an ending lTV ratio of 7'; 1% "' 
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estimated at 5% of the stres~ed value. We calculated the principal losses for maturity losses based on the difference 
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Kur1 PolleiJ) Senior Director /28/2011 

Chair Name (Print' Chair Title Date 

5 

CONFIDENTIAL - FOIA TREATMENT REQUESTED SP-CMBS 00132672 





From: 
Sent: 
To: 
Subject: 

Okay,l'll include it. 

From: Digney, James 

Fisher, Lucienne 
Monday, July 11, 20118:58 PM 
Oigney, James 
RE: OSC for presale 

Sent: Monday, July 11, 20118:58 PM 
To: FISher, Lucienne 
Subject: Re: DSC for presale 

EXHIBIT FF 
GOVERNMENT 

EXHIBIT 
ill 

D-03302 

I spoke with her and she wants to show both the dsc using stressed constant and the dsc using actual constant. 

From: Fisher, Lucienne 
To: Digney, James 
Sent: Mon Jul11 20:16:22 2011 
Subject: DSC for presale 

Did you ever find ol.lt if BD wants us to report the OSC based on the blend as well as the stressed constant? 

Thanks. 

Lucienne Fisher 
Associate Director 
Structured Finance Department 
55 Water Street, 40th Floor 
New York, NY 10041 
Phone:212-438-4719 
Lycienn~ fisher~_Uil.n_9~r..9!!11QQ9.Q_!:§""~QJJl 
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From: Esaki, Howard 
Sent Thursday, July 14, 201111:14:27 /WI 
To: Jacob, David; Duka, Barbara; Osborne, Grace 
Subject: FW: (No Subject) 

Parkius is in research at ms. 

Sent with Good (www.good.com) 

-Original Message--

EXHIBITGG 

From: Parkus, Richard [mailto:Richard.Parkus@morganstanley.comJ 
Sent Thursday, July 14,2011 09:40AM Eastern Standard Time 
To: Esaki, Howard 
Subject: 

Howard, 

The subordination levels S&P allowed on the GSMS 2011-GC4 deal are simply stunning. Makes me wonder about David 
Jacob's previous statements in the press about the worrisome slippage in undeiWiifing quality. 

Regards, 

Richard Parkus, Executive Director 
Morgan Stanley 1 Research 
1585 Broadway, 2nd Aoor 1 New York, NY 10036 
Phone: +1 212 761-1444 
Richard.Parkus@morganstanley.com 

NOTICE: Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to 
---Db96;,..aamkiG-JlGt.ooRstihlt~iR-tll&-meaning.t>f.Section-915-Gf.the..Codd-FJ:ank-Waii-Street-Reform-aru:J.eonsume,F----­

Protection Act. If you have received this communication in error, please destroy all electronic and paper copies and notify 
the sender immediately. Mistransmission is not intended to waive confidentiafrty or privilege. Morgan Stanley reserves the 
right, to the extent pemtitted onde1 applicable law, to monitor elecbonic communications. This message is subject to terms 
available at the following link: hHp:l!wv.w.morganstanley.com/disclaimers <http://www.morganstanley.com/disclaimers> .If 
you cannot access these links, please notify us by reply message and we will send the contents to you. By messaging with 
Moman Staulev vou conseul to H1e f01euoina. 
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From: Barnes, Susan 
Sent: Friday, July 15, 2011 01:32:26 PM 
To: Jacob, David 
Subject: RE: GS 2011-GC4 deal 

Sure, I'll look into it what assumptions were used and what was published. 

-Original Message--­
From: Jacob, David 
Sent: Friday, July 15, 2011 1:23 PM 
To: Barnes, Susan 
Subject: Fw: GS 201 1-GC4 deal 

EXHIBIT HH 

I am getting many inquiries on this deal. Can u conduct a complete review please. 

--- Original Message --
From: Penner, Ethan @ CBRElnv NY <EPenner@cbreinvestors.com> 
To: Jacob. David 
Sent: Fri Jul15 13:17:27 201 1 
Subject: GS 20ii-GC4 deal 

Dear Dave, 

GOVERNMENT 
F.XHmiT 

277 
D-03302 

I hope this email finds u doing well. I'm in nY most of summer so let's get together. I'm perusing your writeup of the 
above-referenced deal and have a question. On P5 of the writeup your analyst says the beginning LTV is 87%, which I'm 
sure is the S+P assessment and not the loan appraisers'. Seemingly incongruously, you grant investment grade status to 
96.25% of the deal, implying that you equate 84% L 1V with investment grade risk. We both know this cannot be true, so I'm 
left to wonder whether you really believe the actual LTV is significantly lower. 

Either way, this seems damn confusing. Thoughts? 

Best, 

Ethan 
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David Jacob 
EXCERPT EXHIBIT II 6/9/2014 
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION 

In the Matter of: } 
} 

STANDARD & POORS ) File No. D-3302 
CMBS RATING } 

WITNESS: DAVID JACOB 

PAGES: 1 -194 

PLACE: Room 421 
Securities and Exchange Commission 
Brookfield Place, Suite 400 
200 Vesey Street 
New York, New York 10281-1022 

DATE: June 9, 2014 

The above-entitled matter came on for 
videotaped hearing at 1 :04 p.m., pursuant to 
subpoena. 

APPEARANCES: 

Page 

On behalf of the Securities and Exchange Commission: 

ROBERT E. LEI DEN HEIMER, JR., ESQ. 
REID A. MUOIO, ESQ. (Present where noted) 
Enforcement Division 
Securities and Exchange Commission 
Room6404 
100 F Street, N.E. 
Washington, D.C. 20549 

JOHN BADGER SMITH, ESQ. 
Enforcement Division 
Securities and Exchange Commission 
1801 California Street, Suite 1500 
Denver, Colorado 80202 

MICHAEL OS NATO, ESQ. (Present where noted) 
Enforcement Division 
Securities and Exchange Commission 
Brookfield Place 
200 Vesey Street 
New York, New York 10281-1022 

On behalf of the Witness: 

DAVID JACOB, prose 

ALSO PRESENT: ANDREW RITCHIE, Videographer 
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PROCEEDINGS 

THE VIDEOGRAPHER: The time now is 1 :04 

p.m. on June 9, 2014. This marks the beginning of 

tape number one, the formal investigative testimony 

of David Jacob, being taken in the matter of Standard 

& Poors CMBS Ratings, investigation D-3302, in front 

of the Securities and Exchange Commission. 

MR. LEIDENHEIMER: We are on the record 

at 1 :05 p.m. on June 9, 2014. 

Mr. Jacob, will you raise your right 

hand, please. 

Do you affirm that you will tell the 

truth, the whole truth, and nothing but the truth? 

THE WITNESS: Yes, I do. 

MR. LEIDENHEIMER: You can put your hand 

down. 

EXAMINATION 

BY MR. LEIDENHEIMER: 

Q. Would you please state and spell your 

full name for the record. 

A. David P. Jacob, D A VI D, P, J A C 0 B. 

Q. Mr. Jacob, I am Bob Leidenheimer. To my 

right is John Smith and across the table from Mr. 

Smith is Reid Muoio. We are all officers of the 

CommissiSJl for the purposes of this proceeding. 
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A. I think, as we said, there are a number 1 

of factors that would make an issuer choose one 2 

rating agency versus the other, most importantly 3 

would be probably profit on that particular 4 

transaction. And depending upon the size of the 5 

transaction, the difference in the credit enhancement 6 

of course magnifies the total amount of profit on 7 

that transaction. 8 

So, again, the way the issuer is making 9 

money, the more Triple A you can sell in a deal, the 10 

more money you make, because it is being sold at a 

lower interest rate than the underlying loans. And 12 

so the bigger size of the deal, and it's also more 13 

total dollars of Triple A, so the more significant 14 

the difference in credit-enhancement level would be. 15 

In the days when things became crazy 16 

competitive in 2007, 2008, before the market blew up, 17 

rating agencies were topping each other by dropping 18 

credit-enhancement loans by even 1 0 to 15 basis 19 

points, that would be enough to make an issuer go 

with one rating agencies versus another. So it's 21 

very, very small. Because then investors also were 22 

just buying the deal. 123 

You know, this is the market restarting 2· 

itself. I think there's an amount of credibilitv j 2 • 

that was involved for investors too, so coming in 1 

with something very, very low just to gain market 2 

share, but that rating agency could also be negative 3 

for the issuer because they lacked credibility. So 4 

it's a little bit more complicated down in that 5 

start-up market. But certainly, this kind of 6 

difference is so many dollars. But then it is so big 7 

that you also have this question about credibility by 8 

the investment community. 9 

It is also a question, as we discussed 

off the record before, when you have multiple rating ll 

agencies on a transaction, you may not get to see 12 

what one rating agency did, if they were more 13 

aggressive than another one, because the only ratings 24 

that count or that show up, that are published -- I'm 15 

guessing, I am an advocate - but all the rating 16 

levels should have been published, no matter where 17 

they came out. Even though you will end up using the 18 

more conservative ones to get all the rating 19 

agencies, you know, at the same size of that tranche, 20 

you don't see that. So all you see are the ones that 21 

were actually used, and so, therefore, you get the 22 

most conservative rating agency. But this, of 23 

course, is very, very substantial. 

I am not sure I answered your question. 25 

Page 111 

What the exact threshold is, I can't tell you, but if 

it's more than 100 basis points, it is big, for sure. 

50 basis points is still big enough, especially on a 

large size deal. If you have a 3 billion dollar 

deal, 50 basis points on --think about it, you can 

do the duration math yourself, okay? If it's 50 

basis points, right, on say 80 percent of the deal is 

Triple A, that's two-and-a-half billion dollars; you 

say the duration is like seven-year duration, I may 

be too old to do the math in my head anymore, but 

it's quite a few million dollars in profitability. 

Q. Okay. Can we agree that the difference 

between the credit enhancement from the blends and 

the credit enhancement from the strict constants is 

material, it is important? 

A. Yes. 

Q. Okay. 

A. To make it clear for whoever is going to 

listen to this tape: The rating agency doesn't 

profit, doesn't benefit from being 20 versus 14 and a 

half. That doesn't go to it, it goes to the issuer; 

that's the profit margin going to the issuer. It's 

just that since the issuer is paying the rating 

agency, it would like to get the lowest credit 

enhancement as possible that's credible to investors, 

Page 112 

to make the most profit, and so it's likely to choose 

that rating agency if it could, so it can maximize 

its own profit. 

I'm sorry. Go ahead. 

Q. When you Jeam~d during the. July and 

August time frame of the magnitude of the difference 

between the two methodologies,; did it occur to you or 
did you have the thought that perhaps Ms. Duka should 

have disclosed thatin the July 18th teleconference 

that was held to tell investors about how S&P had 

derived the rating for the Goldman deal? 

A. Well, my first inclination was for my 

analyst It could have been - l have seen deals 

even back in the early 90's where the credit 

enhancement was a lot less than others. There is a 

variation, it's not always the same, every deal is 

different. There could have been a legitimate reason 

why she achieved this. I hadn't studied the 

collateral, I hadn't studied the deal, and it wasn't 

my job to. 

So when I first -when I got the note 

from Ethan, "let's go take a look at this, is it 

okay, is it a mistake?" f think that's fair. So I 

had no reason to question, other than it looked low. 

All we had~as the 14 and a half sounded low, given 
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1 what's been going on in the marketplace; given that 1 
2 our own criteria had our little poot at like a 19 to 2 
3 20 percent, it looked tine, and I wasn't aware of the 3 
4 details at this point of the different methodologies. 4 

5 I didn't find that out until all this stuff started, 5 

6 the blended constant, the average, this and that, so 6 
7 I didn't know. 7 

8 I mean, again, you could ask me if I 8 
9 have seen this, I don't know exactly when in this 9 

1 o investigation they showed me this, but even having 1 o 
11 seen this, someone said, "Well, if you use this 11 

12 methodology it was this," and you've got- of 12 
13 course, it could very well be different, and that's 13 
14 still okay if that's the criteria that the group 14 

15 voted on and they're following it, that's where it 15 
16 comes out. You get some heat from the marketplace, 16 
17 they say, "What are you doing over there," but if you 17 

18 followed your criteria consistently, that's it. 18 
19 There's nothing else to say. 19 

2 o It could have been atthe other end. We 2 o 
21 could have lost the transaction. It could have come 21 
22 out at 28 percent and that's it. I'd get heat from 22 
23 McGraw-Hill, "Why did you lose the transaction?" So, 23 
2 4 but if you follow the criteria I don't have any 
2 5 choice, I just need to know whether there was an 2 5 
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error. 1 

Q. Okay. Let me go back also to something 2 

you said when you were talking about the January 2011 3 

investigation by Ms. Barnes, you said you learned 4 

about it in a meeting with Pat Milano in July? 5 

A. Yes. 6 

Q. What did he say about it? 7 

A. He just said, he wasn't fully presenting 8 

it, he just mentioned off the cuff that we got some 9 

employee complaints back in January. He didn't dwell 10 

on it, but it just caught my attention. 11 
Q. Did he mention that it was the exact 12 

same issue that was the focus of the July, August - 13 
A. I think so, otherwise he wouldn't have 14 

brought it up. I think so. So I was taken aback. 15 
I think I asked Mark Adelson, "Did you 16 

know about this?" 1 7 

"I didn't know about it." 18 

So, that's why, I know in the discussion 19 

you have a memo from Susan Barnes and a subsequent 20 

memo from Mark, I was surprised that neither of them 21 

--well, I'm not surprised now that Susan didn't 

mention it, but I am surprised that Mark didn't, in 

his rebuttal to Susan's post mortem over the 

transaction, I am surprised that Mark didn't mention 

6/9/2014 
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that as a red flag, how come he wasn't brought in on 

that. 

Q. He may or may not have known at that 

time? 

A. By the time he wrote the rebuttal to 

Susan he surely knew. 

Q. About the January--

A. Yeah, because his rebuttal to Susan was 

-- because Susan wrote a post mortem later, in 

September or October, when did she write that. This 

is way into the -

MR. SMITH: November. 

THE WITNESS: November. 

A. (Continuing.) So when Mark wrote his 

rebuttal, he was way past that. He was probably at 

the same meeting with Milano when Milano mentioned 

it. 

So I'm just surprised -- I think I 

mentioned to Mark, I think I said, "I missed it." He 

said, "Yeah, you missed it." 

He had enough other issues to discuss, 

he wasn't focused on the January-- if it was brought 

up in January. He probably still never saw the 

wording of this, because I haven't until today. 

Q. Let me ask you one more question about 

Page 116 

Exhibit 73. You actually pointed this out yourself, 

where you mentioned that Ms. Duka points out that 

they lost deals due to criteria? 

A. Yes. 

Q. Is that consistent with interactions you 

had with Ms. Duka or your understanding of her view 

of the marketplace, that they were losing deals 

because of criteria? 

A. Can you please restate the question? 

Q. Yes. What I am trying to ask you is: 

Is her mention that they lost deals because of 

criteria in this e-mail, is that consistent with 

interactions that you had with her? 

A. I can't think of a specific meeting in 

time, but I would feel that was consistent. 

0. Okay. 

A. But you said discussed before, earlier, 

I think it is known throughout structured finance or 

CMBS or the complaints I was getting from the 

analysts from Europe on counter-party criteria, we 

had a report on the business side, but you know, even 

though that's supposed to be coming up from the 

issuer to the client business manager back to rne, 

that they're missing deals because of the criteria. 

lt'SJlbvious to me that an analyst on 
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1 I don't think there's an exact number. 1 at 5:37. 

2 MR. SMITH: Close enough? 2 After a discussion, we have decided to 

3 THE WITNESS: Close enough. 3 adjourn for the evening and resume tomorrow at 9:00. 

4 MR. SMITH: Okay, got it. 4 Mr. Jacob, thank you very much and we 

5 BY MR. LEIDENHEIMER: 5 will see you in the morning. 

6 Q. Just so I am sure, because I am not sure 6 THE WITNESS: Thank you. 

7 I was paying close enough attention to that, your 7 MR. LEIDENHEIMER: We are off the 

8 understanding is that the difference between the 8 record at 5:37. 

9 credit enhancement that was produced by the blend and 9 (Time noted: 5:37p.m.) 

1 o the credit enhancement that was produced by the 10 

11 strict constant for the six deals that were actually 11 

12 rated, were all within the band that would be 12 

13 properly Triple A. So there is no significant 13 

14 difference between those outcomes? 14 

15 A. Well, to answer your question. I don't 15 

16 know that. 16 

17 Q. Okay. 17 

18 A. I don't know that. I do know that that 18 

19 by itself apparently was not enough to lead to a 19 

2 o change in the rating on those transactions. I don't 2 o 

21 know, you know, whether or not there were other 21 

2 2 circumstances in those deals that made other factors 2 2 

23 maybe more important. I mean, no two deals are the 23 

2 4 same, so it's not everything else is lined up and 2 4 

25 it's all else equal. I don't know. 25 

1 
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All I am pointing out to you is that the 

2 language is very carefully crafted to point out that 

3 it's not saying it was consistent. You asked me when 

1 

2 SCOPIST'S CERTIFICATE 
3 

Page 192 

4 we first started this session about consistency in 4 I, Sandra Tankoos, hereby certify that 

5 ratings, that was an important point. We didn't 5 the foregoing transcript consisting of 195 pages is a 

6 discuss at that time whether it's important to 6 complete, true and accurate transcript of the 

7 consistently apply criteria, although the Code of 7 investigative hearing, held on June 9, 2014, at 200 

8 Conduct says that you will; the issue at hand here is 8 Vesey Street, New York, New York, in the Matter of 

9 that if you didn't apply criteria consistently, but 9 Standard & Poors CMBS Rating. 

10 you ended up with a rating in the same spot, does 1 o I further certify that this proceeding 

11 that let you off the hook in terms of a 11 was reported by Margaret Eustace and that the 

12 responsibility to consistently follow and disclose 12 foregoing transcript has been seeped by me. 

13 the approach that you were using? 13 

14 So, this is a way of letting- telling 14 

15 the marketplace: Well, the ratings didn't change 15 

16 anyway, so what do you care? Without saying to the 16 

17 outside, we didn't follow our own procedure, one way 17 Sandra Tankoos Date 

18 or another. 18 

19 Q. Okay. 19 

20 MR. LEIDENHEIMER: I want to go off the 20 

21 record for a couple of minutes. 21 

22 THE VIDEOGRAPHER: The time now is 5:35 22 

23 p.m., we are going off the record. 

24 (Recess taken.) 

25 MR. LEIDENHEIMER: Back on the record 

23 

24 

25 
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Change-U.S. CMBS Rating Methodology And 
Assumptions For Conduit/Fusion Pools 
Primary Credit Analyst: 
Mark Adelson. New York (1}212-438-1 075; mark_adelson@standardandpoors.com 

(Editor's Note: Standard & Poor's published an updated version 
of this article on Aug. 5, 2011.) 

NEW YORK (Standard & Poor's) July 27, 2011--Standard & Poor's Ratings Services 
is reviewing the application of our conduit/fusion CMBS criteria in relation 
to the calculation of debt service coverage ratios (DSCRs). The review was 
prompted by the discovery of potentially conflicting methods of calculation in 
use. We intend the review to harmonize the potentially conflicting methods 
without changing the overall calibration of the conduit/fusion CMBS criteria. 

More specifically, Standard & Poor's started using two methods to calculate 
DSCRs in early 2011. Before that time, DSCRs used in the criteria were based 
on the worse of (i) actual debt service amounts and (ii) loan constants 
specified in the criteria article. Starting around January 2011, Standard & 
Poor's started using a simple average of the two methods in the analysis of 
new deals. Surveillance continued to use the earlier approach. 

The review may result in multiple technical changes to the conduit/fusion CMBS 
criteria. Because of the early stage of the review, the potential impact on 
outstanding ratings is uncertain. Until the review is completed, Standard & 
Poor's will not assign new ratings to transactions that are based on the 
conduit/fusion criteria. 

RELATED CRITERIA AND RESEARCH 
U.S. CMBS Rating Methodology And Assumptions For Conduit/Fusion Pools, Nov. 3, 
2010 
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2 THE VIDEOGRAPHER: The time is 11:42 

3 a.m. on June 11th, 2014. This marks the beginning of 

4 Tape Number 1 for the formal investigative testimony 

5 of Mark Adelson, being heard before the Securities 

6 and Exchange Commission, investigation of S&P CMBS 

7 Ratings, Number D-3302. 

8 MR. SMITH: Okay, we are on the record 

9 at 11:42. 

1 o First of all, will you raise your right 

11 hand, please. 

12 Do you swear to tell the truth, the 

13 whole truth, and nothing but the truth? 

14 THE WITNESS: Yes, I do. 

15 Whereupon, 
16 MARK ADELSON 

17 appeared as a witness herein and, having 

18 been first duly sworn, was examined and 

19 testified as follows: 

20 EXAMINATION 

21 BY MR. SMITH: 

22 Q. Would you please state and spell your 

2 3 full name for the record. 

2 4 A. My full name is Mark Adelson, Mark is M 

25 ARK, Adel~on is AD E L S 0 N. 
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Page 103 Page lOll 
1 when you have done so. 1 Haixin Hu --
2 (Witness complies.) I 2 A. What she's doing? 

l 
3 A. Interesting. j 3 Q. -- what she is doing? 
4 Q. Why don't you go ahead and read one more l 4 A. No. This is instance where I would be 
5 e-mail, the next one from Haixin Hu on January 28th, 5 more suspicious of, you know, trying not to 

6 that goes on to the third page. l' 6 communicate what's really going on than attributing 
7 A. Okay. 7 the lack of clarity to poor writing and poor 
8 (Witness complies.) . 8 communication skills, but I can't rule out that this 
9 A. Okay. ji 9 is, you know, simply an instance of poor writing and 

10 Q. So I had you read that additional e-mail 10 poor communication skills. 
11 because you will see in the second bullet point on !11 (Whereupon, at this time, Mr. Muoio 
12 page 3 that Ms. Hu is particularly focused on loan jl2 enters the room.) . . 
13 constants? 13 MR. LEIDENHEIMER: Why would you more 
14 A. Yes. j14 suspicious of that? 
15 Q. And then you'll see Ms. Duka's response 115 THE WITNESS: Oh, just based on 
16 on March 20 and again on March 21, item -- item 116 Barbara's subsequent behavior. 
17 number 3 on the second page and then the single i 17 MR. LEIDENHEIMER: I mean, it's not-
18 sentence e-mail at the very top of Exhibit 20; do you !1s THE WITNESS: She said later on, you 
19 see those? !19 know, in my presence, that the reason she wasn't 
20 A. Um hum. j2o publishing the-- the Joan constants that she had 
21 THE REPORTER: You have to answer "yes" j21 used in certain deals she rated, was that she didn't 
22 or "no." !22 want to have to explain what she was doing. 
23 A. Yes,lseethem. j23 MR.LEIDENHEIMER: Letmejustinvite 
2 4 Q. In-- in your view, do you understand ! 2 4 your attention, I'm sorry, to on the second page 

·~----~!::bara ~uka to be clearly_ telling Haixin Hu: We use ~-here, ~here is a paragraph number 3, it sa~s "Loan. 

1 

2 

3 

4 

5 

Page 102 j Page 104 
l 

a 50150 blended constant on all loans and calculate 11 Constants." It says "We consider both the constants 
that service for all loans in new issue? 2 on page 6 and the actual constants adjusted. For 

A. Well, I have to go back and look because 3 instance, interest rate only runs to reflect the 

Well, it doesn't say that she averages 5 March 20th. 
I was focusing on what you said about surveillance. 14 amortizing constants. And that's from Ms. Duka, 

6 both, it says that they consider both. , 6 Then, Mr. Ramkhelauan joins the 
7 Q. Right, and would you agree that if I 7 conversation and says, "CMBS surveillance generally 
8 you're taking the worse-of you are considering both? . 8 employs the higher of the predefined stress constants 
9 A. Worse-of is considering both. It's not l 9 -

10 the only interpretation of considering both. !1 0 THE WITNESS: I'm sorry, I've lost you. 
11 

12 
13 
14 

15 

Q. But it is an interpretation? 1111 
A. It is an interpretation. 

1
12 

Q. Another interpretation would be a 50/50 jl3 
average? i 14 

Where are you now? 
MR. LEIDENHEIMER: The first page. 
THE WITNESS: Oh, on the first page. 
MR. LEIDENHEJMER: Right. 
Mr. Ramkhelauan, on the 21st, joins the A. It could be an average, it could be 115 

16 taking the better of the two. 16 conversation said says, in part, "CMBS surveillance 
generally employs the higher of the predefined stress 17 

18 

19 
20 

21 
22 
23 

24 

Q. Right. It could be a lot of things? j1 7 

A. It could be a lot of things. 118 

Q. And so my question is: Do you think 19 
that Barbara Duka is clearly telling Haixin Hu here !l2 o 
that we in new issue use a 50150 blended loan , 21 
constant to calculate debt service on all loans? !22 

A. 1 don't think she is, no. 123 
Q. And if, in fact, that's what she was 2 4 

constants and the actual in-place constants." 
That's pretty clear, right? 

THE WITNESS: Right. He is more clear 
than Barbara. 

MR. LEIDENHEIMER: And, then, Ms. Duka 
rejoins the conversation with her statement that new 
issuance reviews the actual higher, but look at both 

25 doing, do you think she has clearly communicated to j25 if the actu~.,constant is lower than"--

26 (Pages 101 to 104) 
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1 like the way it was going, they would complain to I 1 

2 Deven and then he would - he would call me up and 2 SCOPIST'S CERTIFICATE. 

3 say, "Hey, they don't like where the criteria is 3 

4 going." 4 I, Sandra Tankoos, hereby certify that 

5 And I would write something up and 5 the foregoing transcript consisting of 1sg pages is a 

6 explain why it was going that way, and it would be 6 complete, true and accurate transcript of the 

7 graphs and charts and footnotes, you know, done 7 investigative hearing, held on June 11, 2014, at 200 

8 rigorously, which he would just eat that up, because 8 Vesey Street, New York, New York, in the Matter of 

9 that's his way of thinking, and then he would go back 9 Standard & Poor's CMBS Rating. 

10 to the guys from the rating department and say, 1 0 I further certify that this proceeding 

11 "Well, okay, this is the reason for it; what's the 11 was reported by Margaret Eustace and that the 

12 reason against?" And they would usually simply say, 12 foregoing transcript has been seeped by me. 

13 "Well, we don't like it," which isn't a reason at 13 
14 all. 14 

15 So, here, you know, in dialogue with me, 15 

16 Deven did his usual thing of challenging and probing, 16 

17 but I don't think that meant he was embracing the 17 Sandra Tankoos Date 
18 contrary deal. 18 

19 I think, in fact, I think it was the 19 

20 opposite, because if he- if he had embraced the 20 

21 contrary view, I think he would have simply said, 21 

22 "Mark, I understand where you're coming from, but 22 
23 we're doing the other thing." 23 

24 MR. SMITH: Okay. I am about ready to 24 

25 call it for the day. 25 
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Anything my colleagues want to get into? 
(No response.) 
MR. SMITH: Hearing nothing, I will go 

off the record and we will commence again at 10:00 

tomorrow morning. 
THE WITNESS: Okay. Okay. I will try 

to be a little early, so if you have any coaching 
tips for me. 

THE VIDEOGRAPHER: The time now is 5:45 
p.m. This marks the end of Tape Number 4, as well as 
this session of the investigative testimony of Mark 
Adelson. We are off the record. 

MR. SMITH: Off the record at 5:45. 
(Time noted 5:45p.m.) 
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REPORTER'S CERTIFICATE 

I, Margaret Eustace, reporter, hereby 
certify that the foregoing transcript of 189 pages is 
a complete, true and accurate transcript of tlhe 
testimony indicated, held on June 11, 2014, at 200 
Vesey Street, New York, New York, in the Matter of 
Standard & Poor's CMBS Rating. 

I further certify that this proceeding 
was reported by me and that the foregoing transcript 
was prepared under my direction. 

Margaret Eustace Date 
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2 Whereupon, 
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4 was called as a witness and, having been first duly 
5 sworn, was examined and testified as follows: 
6 EXAMINATION 
7 VIDEOGRAPHER: This is tape number one in 
8 the investigative testimony of Susan Barnes taken in 
9 the matter of Standard & Poor's CMBS Ratings, Matter 

10 No. D-3302. 
11 Today's date is January 29, 2014. The 
12 time is 10:1 0 a.m. We're located at the offices of 
13 the Securities and Exchange Commission, 100 F 
14 Street, Northeast, Washington, DC. 
15 Present are the court reporter, Ken 
16 Norris, and the videographer, Matthew Cruz, 
17 representing Diversified Reporting. 
18 Please proceed. 
19 MR. LEIDENHEIMER: We're on the record at 
20 10:10 a.m. ,on January 29th, 2014. 
21 Wilf;oyou raise your right hand, please? 
22 THE WITNESS: Sure. 
23 MR. LEIDENHEIMER: Do you swear to tell 
24 the truth, the whole truth and nothing but the 
25 truth? 
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1 that they would have to publish on every point, but 
2 it's my understanding that if it were to be, again, 
3 a change to something that's already published or if 
4 it's a material point in the analysis, yes, it would 
5 need to be published and disclosed. So specific 
6 assumptions. But if it is a methodology change, 
7 then, yes, of course, it would need to be published. 
8 BY MR. LEIDENHEIMER: 
9 Q May I just ask you what you mean by 

10 material? 
11 A Like has a material affected -- weighs 
12 heavily in the rating decision, the rating outcome. 
13 Q And by rating outcome you mean the credit 
14 enhancement levels? 
15 A For new deals, yes. 
16 Q So what -- if we could just flush that out 
17 a little bit. 
18 What kind of change in the credit 
19 enhancement levels would be material? 

~
0 A I mean, this would have been, right? 
1 Because it moved -- like for the Goldman deal, it 

~
2 moved it from 14 to 20. 
3 Q From 14 to 20? 
4 A At triple A, yes. 

25 Q What about a change, say, of five basis 
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1 points or ten basis points, would that be material? 
2 A At triple A. 
3 Q At triple A or any level, if that changed 
4 the attachment points all the way down the line by 
5 five or ten basis points. 
6 A It would be a judgement. Because some of 
7 the single B numbers could be very low. So if I'm 
8 at, let's say, 25 basis points in 25 to 30, 
9 materiality could change. 

10 Q I see. I see. You're sort of saying use 
11 materiality as a percentage of the credit 
12 enhancement? 
13 A Yes. And how much it would move the 
14 numbers, yes. 
15 Q What about materiality in terms of 
16 competitiveness of the credit enhancement vis-a-vis 
17 competitors in the indicative rating phase? 
18 Let me go back because you look a little 
19 puzzled. 
20 A Yeah. 
21 Q You understand, because you've done this a 
22 long time, that the way deals get-- the mandates 
23 are handed out for rated deals is the issuer will go 
24 out to several credit rating agencies and ask for 
25 indicative feedback, right? 

Barnes, Susan- 1-29-14 
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1 A Yes. 
2 Q And then typically the issuer will take 
3 the lowest credible rating proffered by one of the 
4 majors and then the next lowest credit enhancement, 
5 right? 
6 A Depending on the sector, but, yes, 
7 generally. 
8 Q Okay. 
9 So in that context and the context of 

1 0 indicative ratings, what -- what change in the 
11 credit enhancement, let's just say triple A credit 
12 enhancement, would you consider to be material? 
13 A Again, it depends on the sector. If I'm 
14 looking at prime jumbo and my triple A is 3 percent 
15 or 280 versus subprime oil and 45, right? So --
6 Q Let's just take CMBS. So in the CMBS 
7 world, what do you think a material change in the 
8 indicative triple A credit would be? 
9 A My first personal judgement? 

,_0 Q Yes. 
1 A Would be if it's moving my triple A number 
2 by, let's say, more-- if you believe the number, 
3 more than 10 percent of whatever the number is. So 
4 I think that that's-- I mean, that's my personal 
5 iudqement. 
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1 Q Sure. And that's what I asked for. 

2 Do you have any understanding of how close 

3 typically the indicative rates are or indicative 

4 credit levels, credit enhancement levels are in CMBS 

5 deals? 

6 A It depends. Like sometimes -- it was my 

7 understanding that we, depending upon the property 

8 composition, we could be way off, meaning much, much 

9 higher. And other times we could be close and you 

10 could lose it for a smaller number. 

11 Q Sure. And when you're close, what is the 

12 close but no cigar kind of number? 

13 A Like at a triple A level? 

14 Q Yes. 

15 A I mean, and it changes over time. 

16 Q Sure. No, I understand. 

17 A Because the markets get tighter. 

18 I don't know that I could give you a 

19 number. 

20 Q Just9ive me your best ballpark. 

21 A You waht my guess? What could cause us to 

22 lose a deal, like how much off were we? 

23 Q Yes. 

24 A I don't know that I feel comfortable 

25 giving you a number. 
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1 I understood earlier that what you 
2 understood Dr. Parisi to have said in January was, 
3 it's a committee decision on a deal-by-deal basis, 
4 loan-by-loan or pool - pool wide, whether the 
5 property characteristics justified using the blend 
6 as opposed to the strict constant. 
7 And my question is, was the Goldman Sachs 
8 analytical team able to explain to you what about 
9 the property characteristics for that Goldman Sachs 

1 0 GC4 deal justified using the blend as opposed to the 
11 Table 1 constant? 
12 A They didn't answer the question that way. 
13 They answered the question. That's the way we do 
14 it. 
15 Q All right. Did that indicate to you, 
16 then, that they weren't making a judgement on a 
17 deal-by-deal basis based upon the property 
18 characteristics of each deal to use the blend, but 
19 instead they just decided to use the blend across 
20 the board for all deals? 
21 A I got the impression it became more the 
22 rule rather than the exception. 
23 Q Without any particular deal for a specific 
24 analysis of the property characteristics? 
25 A They may be of -- of assessing it because 
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1 as we were talking about where the interest rates 
2 moved. So there might have been a whole logic that 
3 the team hadn't shared, but it was not written in 
4 the RAMP, right? And it became just part of their 
5 process, yes. 
6 Q Okay. And in the course of your TPER 
7 investigation, neither Ms. Duka nor anyone -- any of 
8 the other folks that you talked to said, oh, well, 
9 listen, it's okay to use a blend here because of 

10 these property characteristics and let me walk you 
11 through what they are? 
12 A Didn't isolate the conversation to that 
13 particular deal, no. 
14 Q Did --let me broaden the question then. 
15 In the course of you drafting of TPER and 
16 talking to people, did anybody explain to you, on 
17 the basis of property characteristics, why the use 
18 of the blend was appropriate in all six or eight 
19 deals or any of the six or eight deals that were 
20 rated or preliminarily rated using the blend? 
21 A Barbara did conceptually, right, in the 
22 large groups. So there was many people in these 
23 meetings, and, you know, she was having the 
24 conversations mainly with the criteria group, and 
25 quality was there and other members. It was 
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1 typically a table like this with many people around, 
2 and they would debate the analytic merits of what is 
3 the nature of the stress, when the archetypical pool 
4 was created, where were the rates, what were the 
5 numbers, where are they today, what is the 
6 appropriateness. 
7 So conceptually they were talking about 
8 this is what we're doing and this is why we think it 
9 makes sense, and then the criteria was listening and 

10 having conversations with them. 
11 Q And you were an observer to these 
12 discussions? 
13 A Yes. 
14 Q Okay. 
15 I may not have this right, but it seems to 
16 me that market interest rates are not the same as 
17 property characteristics? 
18 A I agree. 
19 Q Okay. So the fact that market interest 
20 rates moved might or might not justify using the 
21 blend, but that's not the basis that's set forth in 
22 your January 11th e-mail memorializing your 
23 discussion with Frank Parisi? 
24 A Right. The other characteristics as well. 
25 Q Right. So specifically with respect to 
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1 characteristics, were those, in the meetings that 
2 you attended, addressed by the analytic practice as 
3 a reason or the reason for using the blended instead 
4 of the strict constant? 
5 A I don't have the specific memory of it, 
6 just Barbara saying what were -- it's shifted. So 
7 when she says the market, it could be 
8 characteristics, could be the rates. It's not 
9 reflective and appropriate anymore, was her point, 

10 and then she would debate the whole term of the loan 
11 versus maturity, and they were having all those 
12 discussions. 
13 Q Okay. All right. 
14 A There were many discussions. 
15 Q Yes. And my understanding is at some 
16 point those discussion became heated, is that 
17 correct? 
18 A It was an emotionally charged issue for 
19 many. 
20 Q All;:ight. 
21 BY MR. SMITH: 

!2 Q The last bullet point on page 1660498 
3 reads, "A meeting is held with Duka and others. 
4 Duka discussed her decision not to publish the 

~5 blended constants used in the analysis and the 
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1 resulting DSCRs because she didn't want to have to 
2 explain why the new issue and surveillance 
3 approaches differ." 
4 Also, in Exhibit 136, the TPER, paragraph 
5 26, Duka stated in a July 25th, 2011, meeting that 
6 she decided not to publish the blended constants 
7 used in the analysis and the resulting DSCR range 
8 because the new issue process with respect to 
9 constants differed from that of surveillance and she 
0 didn't want to have to explain the difference. 
1 Did Ms. Duka make the statements that you li-note written there in the chronology in the TPER? 

A I believe -- I recall she did, yes. 
n were OSCOWI Z, I IS, IS er an 

15 Digney present when she made those statements? 
16 A Yes. 
17 Q Can you give me some more context of the 
18 discussion wherein that point came out? 
19 A It was a follow-up, as you can see in the 
20 chronology, to some of the other points, and we were 
21 just trying to unearth what's going on, what are you 
22 guys doing. And I don't remember how it came up, 
23 but that the two practices were different, and we 
24 were saying, well, then why aren't we disclosing, 
25 you know. 
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1 I mean, I guess if I just back up. When I 
2 look at within the presell reports, I was unclear 
3 when I read the S and P constants and the resulting 
4 debt service coverage. I read that as what they 

5 used in their analysis when I first looked it, 
6 right? And then the actual, right? 
7 BY MR. LEIDENHEIMER: 
8 Q When you first looked at what? 
9 A When I first looked at the presell 

10 reports. 
11 Q Okay. For the eight deals? 
12 A Right. And then even for the Goldman, 
13 right. 
14 So I am looking at the numbers, and I see 
15 the Sand P constant and then Sand P stressed, I 
16 think is the word I used, right? And, then, so I 
17 said, okay, so that's what-- I mean, typically what 
18 you see in structure. Okay, so that's what we used 

19 and compared to the actual, right? 
20 So in the conversations with Barbara we're 
21 like, oh, wait, so that's not what she used. Well, 
22 why don't you just use that, why wouldn't she use --

23 why wouldn't she disclose the numbers that you were 
24 using in your analysis? Why wouldn't she create 
25 another table or use that in that table? And she 
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said, "Well, because we use the constants in 
surveillance, and if I actually put the other ones 
in, then I have to explain that I'm using something, 
having different processes. 

Q What is the downside of explaining that 
she had different processes? 

A I mean, it just-- the impression I got 
from her was that it was just like a hassle factor, 
you know, a bureaucratic thing, I don't want to have 
to go through the hoops of explaining these things, 
you know. 

And, I mean, she would have an analytic 
reason because in these forums we discuss what are 
you doing in surveillance, what are you doing in new 
issue. And because of all of these other stresses 
they have at the property evaluation level for the 
new issue that they don't have in surveillance, 
that's why she thought it was appropriate, and they 
had the higher stresses in surveillance. 

So, could explain it and had reasons for 
it, but just said I just didn't want to bother. 

Q Did you know at the time that she said 
that, she didn't want to have to explain why the new 
issue in surveillance approaches differ so that 
criteria say that they apply to both new issue and 
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surveillance deals? 
A Was I aware of that? I don't remember 

specificaily, but I think we thought that they were, 
yes. 

Q And they clearly weren't being applied the 
same way to new issue and surveillance, right? 

A Correct. 
Q And, so, do you think the market should 

have been told that? 
A Should have been told? Well, that's why 

we recommended to Barbara that it would be clear, it 
would be better, right? Because even I, as a 
structured person, misunderstood, right? 

Q So the answer is, yes, they probably 
should have told the market that we have one set of 
criteria but they are being applied in two different 
ways, one for new issue and one for surveillance? 

A Well, what we thought is that they needed 
to be clearer even just in what you're doing, right? 

Q Ok<!y. 
A Ari(j that's why they republished them. 
Q Well, it's true they republished the 

presales, but that's not -- I'm afraid we are not -­
A The surveillance won't. 
Q -- a hundred percent communicating here. 
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1 MR. SACK: See you tomorrow. 
2 THE VIDEOGRAPHER: Going off the record at 
3 4:32p.m. 
4 MR. LEIDENHEIMER: We're off the record at 
5 4:32. 
6 (Whereupon, at 4:32 p.m., the examination 
7 was concluded.) 
8 ***** 
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1 specifically did you ask Mr. Gillis whether he 
2 initially thought that the Goldman Sachs transaction 
3 had been issued preliminary ratings based on the 
4 loan constants in the criteria as opposed to the --
5 
6 

A No, I didn't talk to Mr. Gillis. 
Q Okay. Well, why not? 

7 A Because Susan was the senior person in the 
8 group, she was the one who wrote the TPER, she did 
9 have a lot of assistance from people junior to her 

10 working on it, so I thought her view was - was a 
good one. 11 

12 Q Well, you interviewed a lot of people, 
13 about 30 or so by my count. 
14 A Yes. 
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1 
2 
3 

clearer by showing exactly what language -­
THE WITNESS: I'm just underlining-­
MS. WINDLE:: --you were highlighting to 

4 him. 
5 THE WITNESS: - what you're -- what 
6 you're referring to. There is no magic to this. 
7 
8 
9 

10 

MR. LEIDENHEIMER: No, I understand. 
MS. WINDLE: That's the official exhibit. 
BY MR. LEIDENHEIMER: 

Q No problem at all. 
11 A Did I put any notes in there? I 
12 apologize. 
13 Q No worries. 
14 A Now we're on paragraph 13? 

15 Q So I suppose at some point you have to 15 Q Yes. You're welcome to mark that up and I 
appreciate you being careful about what --what I'm 
asking about. That's totally fine. 

16 draw the line, right? 16 
17 A Yes. 17 
18 Q Okay. At the end of this paragraph you 18 So the question is, Duka stated that she 
19 record that Ms. Barnes confirmed that she heard Duka 19 made the decision not to publish the blended 

constants because. she didn't want to explain why the 
constants - blended constants were used in initial 
issuances but not surveillance. Do you see that? 

20 state in a meeting on July 25th, 2011 that it was 20 
21 her decision, that is, Duka's decision, not to 21 
22 include the blended constant and related DSCR in the 22 
23 initial presale report for a Goldman Sachs 23 A Yes. 
24 transaction. Do you see that? 24 Q All right. Are you confident she made 

that statement? 25 A Yes. 25 

1 Q And again, you're confident that Ms. 
2 Barnes said that? 
3 A I believe that if I said Barnes confirmed, 
4 I believe she did say that to me. 
5 Q Okay. Let me ask you to turn to page 4, 
6 to paragraph 13. This paragraph 13 recounts a 
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7 January 13th, 2012 meeting between you and Barbara 
8 Duka. Do you recall that meeting? 
9 A I mean, I met with Barbara a few times. I 

10 -- I don't know that I could say I remember any one 
11 specifically. 
12 Q All right. In the middle of this 
13 paragraph, you write that Duka stated that she made 
14 the decision not to publish the blended constants 
15 and related DSCRs in presale reports in January 2011 
16 as she did not want to explain why the blended loan 
17 constants were used in initial issuances but not 
18 expressed. 
19 I see you're marking up the exhibit with a 
20 pen and that's fine but let me ask you to mark a 
21 copy instead of the original. Here, let me hand you 
22 that, and --
23 A I'm sorry. 
24 Q That's all right. 
25 MS. WINDLE: It might make the record 
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1 A If I said here Duka stated, I believe she 
2 did make that statement to me. 
3 Q Okay. Having now read. this, do you recall 
4 her saying that? 
5 A I don't have a specific recollection now. 
6 Q Did- given that you don't have a 
7 specific recollection, I think I can anticipate your 
8 answer to my next question too but did it strike you 
9 as troubling when she said that? 

10 A It would strike me as troubling when she 
11 said that to me, yes. 
12 Q Okay. Go ahead and tell me what troubles 
13 -what about that troubles you. 
14 A I didn't understand why there was a 
15 problem with discussing the differences between 
16 surveillance and initial issuance. I don't remember 
17 the discussion exactly. I think it's very likely 
18 that I asked her and she probably didn't give -
19 it's likely that she didn't give m~ an answer back 
20 that was ~tisfactory. If there had been something 
21 substantive that we had discussed, I would have 
22 included it in here. 
23 Q When you say you asked her, what did you 
24 ask her? 
25 A I think it would have been likely that I 
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1 asked her, well, why were you worried about telling 
2 people this? ·I ,think that's - I woald have asked 

3 her that one way or another. I'm pretty sure, 
4 confident about that. I don't think - nobody ever 

5 told me - answeredthat question of why she decided 

6 to do this in a way that I thought made any kind of 
7 sense or was kind of, you know; answered the 

8 question. So Hhink Barbara didn't give me an 
9 answer to that question when wewere talking. I 

10 think if she did, I would have put itin here. 
11 Q When you say nobody gave you an answer to 
12 the question of why Ms. Duka decided that she didn't 
13 want to have to explain the difference between 
14 surveillance and new issue, who. else did you ask? 
15 A Well, what I mean by thatis when I spoke 
16 to Susan, she - she said she heard the statement. 
17 Apparently she madethis statement at a meeting, I 
18 think it was on the 25th, and it's in the timetable 
19 in the TPER report. So Susan said she heard it 
20 there. I believe Grace Osborne said she heard it 
21 there. Dina Moskowitz who was legal counsel 
22 assisting 'TPER said she heard it there too. 
23 And as I talked to people, I remember 
24 everybody was kindofmystified about why she didn't 
25 want to explain this in a presale report. Nobody-
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1 nobody ever said to me, oh, Barbara explained this 
2 .is why she did it or this is why Barbara did it 
3 NobOdy - everybody was puzzled. 
4 Q So then in paragraph 15, you recount your 
5 meeting with Grace Osborne. And just to shorthand 
6 this, you suggest -you told Ms. Osborne that there 
7 was a view that the Goldman Sachs presale report 
8 could reasonably mislead potential users of the 
9 preliminary ratings and Ms. Osborne didn't disagree 

10 with that view. Do you see that? 
11 A Yes. 
12 Q Can you flesh that out for me some more? 
13 A I made the statement to Grace's -- Grace 
14 Osborne, as you've talked about, and she just 
15 listened to it and didn't respond. She didn't say 
16 anything back. So then I went on to the next issue. 
17 I took her silence as she was agreeing with me but 
18 she did not verbally say she agreed with me. 
19 Q Okay. Did she ever take --take issue 
20 with that later? "That" being the idea that the 
21 Goldman Sachs presale could reasonably mislead 
22 potential users of the preliminary ratings. 
23 A No, I don't remember discussing it. I 
24 don't remember discussing it with her afterwards 
25 now. At different points in the investigation, since 
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Grace was the manager of the CMBS group, in other 
words, the business leader of the CMBS group, I was 
talking with her about the investigation, what we 
were finding, what we were determining. So I don't 

have a specific recollection but I think it's likely 
that when we talked about all the violations and the 
letters of education, I would have also talked about 
the violations that we found for Barbara Duka. 
Barbara Duka had left the firm, though, so there was 
no letters of education or anything like that for 
Barbara Duka. 

Q Did -- was there any consideration given 
to a letter of education or admonition for Ms. 
Osborne? 

A No. I don't think we made any 
determinations that Grace, Grace Osborne, had 
violated any code, policy or guideline. 

Q Well, with respect to the presales and the 
way that they were originally worded and the 
information they contained -- oops, I think your 
microphone may have just fallen. 

A Sorry. 
Q Was it Ms. Osborne's responsibility to -­

ultimately to supervise those presales? 
A Grace, as the business manager, has 
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overall responsibility for managing the group. In 
terms of her getting involved with the actual 
wording of presales and -- reports and things like 
that, that really is more of an analytical activity 
and you'd really rely on the AMs and the lead AMs to 
really make sure those are done right and, again, 
asking questions, quality, criteria, legal, 
compliance, GRA. 

I don't want to speak for Grace Osborne 
but I -- it's probably likely that in the normal 
course, she wouldn't be reviewing presale reports. 
Maybe you should ask Grace but I don't think she was 
likely reviewing presale reports, you know, on a 

regular basis. 
Q Okay. Here is why I'm asking. I guess 

I'm sitting here wondering if the same thing 
happened today, hypothetically, and let's just keep 
it at CMBS, if the lead analytical manager of CMBS 
made a decision not to disclose some fact to 
presales, would there be any effective oversight of 
that? 

A Unless-- unless she told other people or 
asked for advice from other people, being the legal 
department, compliance or GRA, likely no. Now, 
there is probably all sorts of decisions that lead 
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1 Q Mr. Byrnes, this is the point in the 
2 examination where what I do is give you an 
3 opportunity to make any clarifying statement if you 
4 would like and also your lawyer gets an opportunity 
5 to ask clarifying questions. Would you like to make 
6 a statement? 

A No, thank you. 7 
8 MR. LEIDENHEIMER: Ms. Windle, do you have 
9 questions for the witness? 

10 
11 

MS. WINDLE: I have no questions for the 
witness. 

12 MR. LEIDENHEIMER: Mr. Byrnes, thank you 
13 for coming down and if we need to talk to you again, 
14 although I can't foresee that, we'll be in touch 
15 with your lawyer. 
16 We're off the record. 
17 THE VIDEOGRAPHER: Off the record at 12:19 
18 p.m. 
19 MR. LEIDENHEIMER: Off the record at 
20 12:19. 
21 (Whereupon, at 12:19 p.m., the examination 
22 was concluded.) 
23 
24 
25 
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1 concerned because the group would have been paralyzed. 

2 Q Sure. And I'm -- I understand what you're saying 

3 there, that you're thinking about moving forward and so on. 

4 But I'm -- I'm trying to get a sense of-- of what it was 

5 that-- where you were perceiving Ms. Duka being stuck on 

6 the past. And clearly, one of those areas was -- was - was 

7 this meeting with Dr. Parisi, that -- that she was stuck on 

8 her view, as I understand your-- your perspective, that she 

9 was stuck on the view that she had this approval. And what 

10 I'm asking you is, are there other areas of the past that 

11 she was stuck on? 

12 A Um-hm. 

13 Q And one of them might have been this situation 

14 with MQR. I don't know. That's why I'm asking you. Was 

15 MQR --was that MQR situation something she was stuck on? 

16 Was there something else that she was stuck on? Or was it 

17 really all this meeting was Dr. Parisi? Was that -- was 

18 that what she was stuck on? 

19 A I-- I think it's a little more than that. But 

20 it's -- it's -- it's -- it's -- it's no one, particular 

21 event. There were a lot of meetings being discussed. 

· 22 It's -- it's having an understanding that your viewpoint 

23 is -- is being viewed as creditable and that people believe 

24 you. That I -- I think-- I think Barbara felt somewhat 

25 overwhelmed by all the attention on her group and -- and in 
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1 a sense, the rethinking of things that were done and how 

2 they were done. So it -- it's no -- it's not necessarily 

3 any one specific event that I'm tallying them up. It's just 

4 that it's a - it was a -- it was a condition in the group 

5 that was -- she was no longer in my view able to execute on 

6 a - on a -- on a leadership kind of role to -- to rise 

7 above -- however anybody views what was done, where were 

8 they going forward, making sure the analysts were staying 

9 focused. And I just didn't see that coming from her. It 

10 just became a lot more internally focused and surrounded by 

11 her analytical team. 

12 MS. WINDLE: John, whenever is a good point for 

13 you, I'm going to need a break in the next ten minutes or 

14 so. 

15 MR. SMITH: Okay. Why don't we go ahead and take 

16 a break then. We'll go off the record. 

17 VIDEOGRAPHER: The time is 10:42 a.m. We're going 

18 off the record. 

19 MR. LEIDENHEIMER: Off the record at 10:42. 

20 (A recess was taken from 10:42 a.m. to 10:54 a.m.) 

21 VIDEOGRAPHER: This is Tape Number 2, Volume II, 

22 in the investigative testimony of Grace Osborne. The time 

23 is 10:54 a.m. We are back on the record. 

24 MR. SMITH: On the record at 10:54. 

25 
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BY MR. SMITH: 

2 Q Ms. Osborne, did we have any discussion between 

3 you and the SEC staff while we were off the record? 

4 A No, I did not. 

5 (SEC Exhibit No. 138 was marked 

6 for identification.) 

7 Q Okay. Going to hand you what's been marked as 

8 Exhibit No. 138. One thirty-eight is a memorandum written 

9 by Bernard C. Burns of the Compliance Department dated 

10 May 24th, 2012 concerning an investigation. The subject is 

11 as stated on the subject line. Have you -- have you seen 

12 this report before today? 

13 A No, I have not. 

14 Q I'd like you to turn your attention to Paragraphs 

15 13 and 15 and -- and read those to yourself. 

16 A Thirteen through 15? 

17 Q Thirteen and 15? 

18 A Okay. Thank you. 

19 I've read both paragraphs. 

20 Q Okay. In- in the middle of Paragraph 15, did--

21 well, before I ask that, did you have the meeting with 

22 Mr. Burns that he describes that occurred on January 8th 

23 2011 in Paragraph 15? 

24 A I -- I definitely had a-- I -- I definitely had a 

25 meeting with Burnie. To the-- to the specific date, I-- I 
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1 -- I wouldn't know. I have no reason to suspect that date's 

2 not right. 

3 Q And his -- his -- his summary of the meeting in 

4 Paragraph 15, is that accurate? 

5 A Yes, that is accurate. 

6 Q So he reports you as having stated that you were 

7 in the meeting on July 25th, 2011 where you heard Duka make 

8 a statement about her decision not to include the blended 

9 constants and related DSR -- DSCR in the initial presale 

10 report from the GS transaction. Is that an accurate 

11 statement? 

12 A That is true .. 

13 Q And in - in Paragraph 13, I think it states a 

14 little bit more about- .about her-- about Ms. Duka's 

15 statement that she did not want to explain why the blended 

16 constants were used in initial issuance, but not in 

17 Surveillance. What- what do you remember about - about 

18 Ms. Duka's statement at the July 25th meeting and the 

19 context in which it occurred? 

20 A You kg.OW, there's-- there's so many meetings 

21 during that period. I -- I don't recall specifically why we 

22 were meeting. Can I just put it that way? I don't know who 

23 -- who organized it and what the original point of the 

24 meeting was, But I do remember that statement. 

25 Q Okay. And can you put it in your own words what 
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1 you -- what you remember about Ms. Duk.a's statement? 

2 A It was the: firsttime that it was stated so 

3. clearly it- that it was an intentional decision, there -

4 that there was reason for -- for displaying what was 

5 disclosed in the presale report the way it was. 

6 Q Okay. And can you put itin your own words what 

7 you remember Ms. Duka saying? 

8 A I - !·think ~ I think this appropriately 

9 capturesit. 

10 Q.. You're referringto Paragraphs 13 ana 15? 

11 A Yes. Yes. 

12 Q. Okay. And do you agree that you thoughtthat 

13 Duka's decision not to disclose the blended constants and 

14 DSCRs was a poor analytical decision? 

15 A Yes. 

16 Q Can you -- can you define a little bit more for me 

17 what you mean by a poor analytical decision? 

18 A The purpose in my view of the presale reports is 

19 to provide the analytical opinion associated with the -- the 

20 transaction, identifying the strengths and the weaknesses; 

21 identifying, you know, interpretations of adjustments that 

Page 189 

1 DSCR was calculated from them was. Is that what you're 

2 saying? 

3 A Yes, that is what I'm saying. 

4 Q And Mr. Burns is suggesting that market-- market 

5 participants may assume that S&P -- if S&P has put a number 

6 into the presale, that that was the number that S&P used in 

7 the analysis. Is -- is -- is - he says you did not 

8 disagree with that view. Can you go further and say you 

9 agree with that view, that-- that it would make sense that 

10 if there's a number of the presale, that investor market 

11 participants could assume that S&P used that number in its 

12 analysis? 

13 A I mean, the way I would be looking at that is if 

14 -- if an investor was looking at the criteria publication 

15 and not being aware of any adjustments that were 

16 specifically made, they could have assumed. That's why I 

17 wouldn't disagree. But I don't know what an investor was 

18 looking at in order to -- to make any kind of comparison --

19 what I'm saying? So I don't know. I mean, I can't disagree 

20 with this. I -- and I wouldn't disagree with the statement. 

21 Q Um-hm. 

22 we may have made so that Investor in making their own 22 A And then that's really-- you know, I just don't 

23 decision can either agree, disagree, become aware of 23 know what the investor might have been looking at. 

24 something we saw that they may not have seen. Or, you know 24 Q You mentioned that there were quite a few meetings 

25 they may view the stresses that are applied as something 25 leading up to the withdrawal of the --the --the Goldman in 
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1 different from the way they view the future, and they're 

2 able to -- they're able to consider that in weighing whether 

3 they -- they wish to proceed with the -- the transaction or 

4 hold it in their portfolio or whatever is of interest of why 

5 they're looking at the presale report. 

6 Q Mr. Burns also stated at the bottom of Paragraph 

7 15 that there - there is a view that S&P determinations in 

8 the initial presale report for the GS transaction could 

9 reasonably mislead potential users of the preliminary 

10 ratings for the GS transaction, that is, that market 
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1 the A14 ratings. We've seen some-- some-- some written 

2 recollections of those meetings in various documents. And 

3 I'm just interested in fleshing that out from your view as 

4 somebody who was actually there in some of those meetings. 

5 It-- certainly it seems that the-- the issue of the use of 

6 blended constants and the impact that the blended constants 

7 had upon the - the credit enhancement levels in the deals 

8 that S&P rated. And in particular, the Goldman deal carne up 

9 at those meetings. Do - do you agree with that? 

10 A I do. 

11 participants may assume that S&P used the loan constants in I 11 Q Was-- was that the main subject matter of all of 

12 the criteria for its analysis which are higher than the 

13 blended constants used for the GS transaction. And then he 

14 goes on to say that you did not disagree with that view. Do 

15 you remember having a discussion with Mr. Burns about that 

16 subject? 

17 A I don't really recall the - the concept of 

18 misleading investors. But clearly, there-- there was no 

19 reason that we should have felt uncomfortable with providing 

20 the variables that we were looking at in coming up with our 

21 conclusions. 

22 Q So if-- if S&P used the blended constants and 

23 calculated a -- a pool-wide DSCR from those blended 

24 constants, there's - there's no reason that S&P should not 

25 say what those blended constants were and what the -- the 
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12 these meetings? Or were there -- was there - were there 

13 other things going on in the meetings, as well? 

14 MS. WINDLE: John, I just want to point out that 

15 you started this by describing meetings leading up to the 

16 withdrawal of the Goldman Sachs transaction. I just -

17 MR. SMITH: I'm still in that. 

18 MS. WINDLE: That's the time period? You're still 

19 in that time period? 

20 MR. S~ITH: Yes. 

21 MS. WINDLE: Okay. 

22 THE WITNESS: Well, the-- the clear focus in 

23 those meetings was what actually was done and to get clarity 

24 of-- of that. There was -- there would have been 

25 discussions of the quality review that was being conducted 
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MR. LEIDENHEIMER: That's it. 

MS. WINDLE: I have nothing else. 
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1 
2 
3 VIDEOGRAPHER: The time is 3:48 p.m. We're going 

4 off the record. 

5 MR. LEIDENHEIMER: Off the record at 3:48. 

6 (Whereupon, at 3:48 p.m., the examination 

7 was concluded.) 
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PROCEEDINGS 
THE VIDEOGRAPHER: This is tape number 1 

in the investigative testimony of Thomas Gillis, 
taken in the matter of Standard & Poor's CMBS 
Ratings, Matter Number D-3302. 

Today's date is November 5, 2013. The 
time is 1 :25 p.m. We are located at the offices of 
the Securities & Exchange Commission, 100 F Street, 
Northeast, Washington, D.C. 

Present are the court reporter, Mary 
Castleberry, and the videographer, Matthew Cruz, 
representing Diversified Reporting. 

Please proceed. 
MR. LEIDENHEIMER: We're on the record at 

1 :26 on November 5th, 2013. 
Whereupon, 

THOMAS GILLIS 
was called as a witness and, having been first duly 
sworn, was examined and testified as follows: 

EXAMINATION 
BY MR. LEIDENHEIMER: 

Q You can put your arm down. Please state 
and spell your full name for the record. 

A Thomas Gerard Gillis. T-h-o-m-a-s, 
G-e-r-a-r-d, G-i-1-1-i-s. 
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Page 101 Page 103 

1 time. So somehow, if you look at the calendar, 1 A At the Monday meeting? 
2 there is a way to notify both parties, so that the 2 Q Yes. 
3 administrative assistant can keep track of-- 3 A Or at the--
4 Q Of where- 4 Q Well, let's take the 9:00 Monday meeting. 
5 A Of their exact schedule, yes. 5 A I apologize because it is difficult for me 
6 Q Is Dorine Alvaranga one of the AAs? 6 to-- like I do-- some of this stuff is jumbled. 
7 A She may be. I don't recognize that name, 7 Q Sure. 
8 and I don't know whether she attended - like that's 8 A I do know that Barbara expressed - and 
9 the one name on here that I'm not familiar with. 9 she may have expressed it at both meetings, or one 

10 Q Okay. So does seeing this help up 110 of the meetings, that she certainly thought the 
11 remember what happened at that meeting? 11 properties backing the Goldman Sachs pool were 
12 A Well, this was a meeting that I was 12 excellent, high-quality properties, so she was -- I 
13 telling about earlier, where what I recall was Mark 13 do know that she made a defense of her ratings and 
14 Adelson like primarily running the meeting in which 14 thought that, you know -- and argued why they were 
15 he was asking a number of questions of Barbara Duka 15 appropriate. 
16 with respect to-- you know, what had happened, 16 But, I mean, I don't know if that's what 
17 their understanding of the criteria, what they had 17 you're looking for. 
18 done when, what was the rationale, that kind of-- 18 Q Oh, I'm basically looking for anything you 
19 those types of questions. 19 can remember. 
20 Q What was the tone of that meeting? Did it 20 A Okay. 
21 get a little heated? 21 Q Just so I'm clear, in substance, she said 
22 A I mean, it was a very serious meeting for 22 that the ratings were fine and that the use of the 
23 certain. It may have gotten-- I think-- I may say 23 blended constant was fine because the properties 
24 it-- it might have gotten heated, like I think-- 24 were strong? 
25 Q It got tense; is that fair? 25 A That's my general recollection, yes, in 

Page 102 Page 104 

1 A I think it's fair to say that it was a 1 essence. 
2 tense -- like it wasn't a comfortable meeting. 2 Q And I know meetings get jumbled up, and so 
3 Q Right. I understand. During this 3 when you ask -- are you asking about the 9:00 
4 meeting, did Ms. Duka say in words or substance that 4 meeting or the 11 :00 meeting or the whatever-- if 
5 she had decided not to disclose the blended constant 5 you can't sort of-- and I understand this. 
6 in the presales because she. didn't want to have to 6 If you can't say, well -- you know, that 
7 answer questions about why new issue did things one 7 was the 9:00 meeting, and then, two hours later, if 
8 way and surveillance did things another way? 8 you could just say, look, I was in a meeting with 
9 A Not to my recollection. I mean, like I 9 let's just say Barbara Duka, and she said X, and I'm 

10 remember her saying that in the previous day's 10 not sure whether it was Monday or Tuesday, that's 
11 meeting or words to that effect. Whether she 11 fine. 
12 repeated it at this meeting or not, I don't know, 12 A Okay. 
13 but-- you know, what's in my mind is on the Monday 13 Q I just want whatever you remember, okay? 
14 meeting. 14 A Okay. Thanks. 
15 Q The one in Mr. Parisi's office? 15 Q Other than the two things that we've 
16 A No, the one that - 16 covered about-- go ahead. 
17 Q Oh, the 8:00 meeting? 17 A Okay. Yeah. The other thing I think 
18 A The earlier one, yes. 18 there was a lot of discussion about in the Tuesday 
19 Q Or 9:00 meeting? 19 -- this meeting. 
20 A 9:00, yes. 20 Q Th~·Tuesday, 11/15 meeting? 
21 Q Besides saying that she didn't disclose -- 21 A Yes, was that we went through- you know, 
22 in substance, saying she didn't disclose because she 22 the criteria piece, and in the criteria piece, we 
23 didn't want to have to explain the inconsistencies 23 determined that there was nothing in there that said 
24 between new issue and surveillance, did she say 24 you needed to use these constants to do your term 
25 anything else that you remember? 25 test. In fact, it was rather vague - you know, 
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1 It doesn't-- I mean, in the concept, it 
2 doesn't preclude the possibility of a transaction 
3 meeting or being consistent with the definitions, 
4 even though it doesn't comply strictly with the 
5 criteria. And you know, again, the criteria on this 
6 point was vague. 
7 So I think that, certainly, it's more 
8 reasonable that a conclusion could be made in this 
9 specific circumstance. I'm sure there has been 

10 other times, but I don't recall us - I think that 
11 that's the only time I'm aware of where we published 
12 something and said -- you know, we reviewed these, 
13 and even though we did it this way, that it's 
14 generally consistent with our definitions. 
15 Q Is it fair to say that the credit 
16 enhancements that were derived for deals after 
17 January 11 were inconsistent with the way that 
18 credit enhancement was derived prior to that time? 
19 A That is my understanding. 
20 MR. LEIDENHEIMER: At the conclusion of 
21 the testimony, which is where we are, we give the 
22 witness an opportunity to make a clarifying 
23 statement, if the witness wishes, and we also give 
24 the lawyer representing the witness an opportunity 
25 to ask clarifying questions, both of which sometimes 
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1 lead to a little bit more testimony. If you guys 
2 want to take a minute or two -
3 MR. SACK: Yeah. Why don't we just take a 
4 break? 
5 THE VIDEOGRAPHER: The time is 4:51 p.m. 
6 We are going off the record. 
7 MR. LEIDENHEIMER: Off the record at 4:51. 
8 (Recess.) 
9 THE VIDEOGRAPHER: The time is 5:02 p.m. 

10 We are back on the record. 
11 MR. LEIDENHEIMER: Back on the record at 
12 5:02. 
13 BY MR. LEIDENHEIMER: 
14 Q Mr. Gillis, did you have any substantive 
15 discussion with staff while we were off the record? 
16 MR. SACK: The SEC staff? 
17 BY MR. LEIDENHEIMER: 
18 Q Yes. Did you talk about CMBS with me or 
19 Mr. Smith while we were off the record? 
20 A No, I did not. 
21 Q Before the break, I told you that this is 
22 the time of the testimony when you're given an 
23 opportunity to make a clarifying statement. Would 
24 you like to do that? 
25 A No, I would not. 
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Q I should have asked you this, and I'm 
sorry, has anything that we've seen or the whole 
process today refreshed your recollection about loan 
constants in either the 2009 time frame or the 2011 
time frame, other than that you've already talked 
about? 

A No, it has not. 
Q Thanks. 

MR. LEIDENHEIMER: Mr. Sack, you have the 
opportunity to ask the witness clarifying questions 
if you would like. 

MR. SACK: No. We decline .. That's not. 
MR. LEIDENHEIMER: Thanks very much. 

That's it, then. 
Mr. Gillis, we really appreciate you 

coming down and taking the time to talk to us. If 
we need to talk to you again, we'll contact Mr. 
Sack. And we're off the record. 

THE VIDEOGRAPHER: This is the end of the 
investigative testimony of Thomas Gillis. The time 
is 5:03 p.m. We are going off the record. 

MR. LEIDENHEIMER: We're off the record at 
5:03. 

(Whereupon, at 5:03 p.m., the examination 
was concluded.) 
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I. On November 21, 2011, Susan Barnes ("Barnes"), Senior Quality Officer, Americas 
Structured Finance, issued the Confidential Targeted Post Event Review Structured Finance 
Americas GS Mortgage Securities Trust 2011-GC4 ("TPER"). The TPER relates to a review 
of the preliminary ratings assigned by Standard & Poor's ("S&P") on July 12, 2011, for the 
GS Mortgage Securities Trust 20 ll-GC4 transaction ("GS Transaction"). In paragraphs 60 
and 61 in the TPER, Barnes referred to the Compliance Department two matters to be 
reviewed for potential violations of the S&P Ratings Services ("Ratings Services") Code of 
Conduct and/or S&P Ratings Services Policy. See Exhibit A. 

SUMMARY 

2. The Compliance Department determined that Barbara Duka ("Duka"), former a Managing 
Director and Lead Analytical Manager for the U.S. CMBS Group, violated the S&P Ratings 
Services Codes of Conduct in eight separate instances and the Model Quality Review 
Guidelines in one instance. Because Duka had resigned from S&P and her last day of 
employment was March 5, 2012, the Compliance Department did not recommend any 
remedial action. 

3. The Compliance Department determined that there was no violation of Sections 6.1 and·6.2 
of Model Use Guidelines, effective date June 1, 2011, becaqse the CMBS Framework Model 
was used as an Alternative Procedure for the preliminary ratings assigned in the GS 
Transaction. 



4. The Compliance Department recommended global training on the use of models and related •..1 
policies and guidelines. See paragraphs 37, 38, and 39. · 

I. CODES OF CONDUCT; PRESALE REPORT GS TRANSACTION;· OTHER 
PRESALE REPORTS PUBLISHED 2011 

Facts 

5. From February 2011 through July 2011, S&P published the following eight Presale Reports 
for conduit/fusion transactions: 

i. FREMF 2011-K14 Mortgage Trust ("FREMR Transaction"), published July 18,2011, 

ii. GS Mortgage Securities Trust 2011-GC4, published July 12,2011, 

iii. J.P. Morgan Chase Commercial Mortgage Securities Trust 20 11-C4, published May 17, 
2011, 

IV. FREMF 2011-K13 Mortgage Trust, published May 9, 2011, 

v. FREMF 2011-K11 Mortgage Trust, published March 15, 2011, 

vi. J.P. Morgan Chase Commercial Mortgage Securities Trust 2011-C3, published 
February 18, 2011, 

vii. FREMF 2011-K701 Mortgage Trust, published February 15,2011, and 

viii. Morgan Stanley Capital I Trust 2011-Cl, published February 4, 2011, 

(collectively, the "Initial Presale Reports"). 

6. On September 2, 2011, S&P published an article tilted "Nine U.S. CMBS Presale Reports 
Updated With Additional and Revised Information" ("Publication") stating that S&P was 
updating the eight Initial Presale Reports (collectively "Updated Presale Reports") and they 
contained supplemental debt service coverage and blended loan constant information in the 
text as well as in an additional table at the end of each presale report titled "Deal-Level and 
Top Ten Loan Constants and DSCRs". 

7. In the Initial Presale Reports under "Rationale", S&P stated that it determined the pool debt 
service coverage ratio ("DSCR") based on (i) a weighted average of the Ratings Services 
loan constants, and (ii) the weighted average in-place loan constants ("Actual Constants") 
(clause (i) and (ii), together "S&P Determinations"). 1 

1 A loan constant is used to determine the DSCR for an individual commercial real estate loan ("Commercial 
Loan"). A DSCR is essentially is a debt-to-income ratio or a cash flow test. The DSCR is a fraction: (i) the 
numerator is the S&P assumed annual cash flow from the commercial real estate securing the Commercial Loan and 
(ii) the denominator is the S&P assumed annual principal and interest due on the Commercial Loan. S&P generally 
calculates the denominator by multiplying (x) a loan constant times (y) the outstanding principal amount of the 
Commercial Loan. The loan constant is a stress used in calculating the DSOK and analysts will use different loan 
constants based on the type of property securing a Commercial Loan in order to measure the ability of the borrower 
to pay principal and interest over the term of the Commercial Loan. All things being equal, generally the higher the 
loan constant the greater the stress level that results in a lower DSCR; a lower DSCR may indicate higher default 

2 



8. The Ratings Services loan constants were the loan constants set forth in a criteria article for 
CMBS conduit/fusion transactions titled "U.S. CMBS Rating Methodology and Assumptions 
for Conduit Fusion Pools", dated November 3, 2010 ("Criteria")2• 

9. The Actual Constants were determined by S&P based on information provided by the issuers. 
The loan constants in the Criteria typically were greater than the Actual Constants. 3 

10. For the analysis in the Initial Presale Reports, analysts used a third method for determining 
DSCRs, i.e., an average of the loan constants in the Criteria and the Actual Constants 
(collectively, "Blended Constants"). S&P did not specify in the Initial Presale Reports the 
Blended Constants and related DSCRs that were actually used in the analysis. In the 
Updated Presale Reports published on September 2, 2011, S&P added a sentence under 
"Rationale" that stated in S&P's analysis S&P utilized a Blended Constant of "_"% and 
derived a deal-level debt service coverage of"_"%.4 S&P also added a table at the end of 
the Updated Presale Reports specifying the Actual Constant, the loan constant in the Criteria, 
and the Blended Constant for the pool of loans in the transaction, and the top ten loans in the 
transaction. The table also included the weighted average pool level DSCR and the DSCRs 
for the top ten loans in the transaction. 

GS Transaction Initial Presale Report 

11. On January 4, 2012, I met with Barnes and asked her if she thought that stating the S&P 
Determinations in the Initial Presale Report for the GS Transaction (and not stating that S&P 
actually used the Blended Constants in its analysis) "could reasonably mislead" potential 
users of the preliminary ratings for the GS Transaction. See paragraph 19 below, regarding 
the Ratings Services Code of Conduct, dated June 30, 2011 ("June 2011 Code"). Barnes 
answered "yes" and explained that when the Quality Group began reviewing the Initial 
Presale Report for the GS Transaction, they assumed the Ratings Services loan constants in 
the Criteria had been used in the analysis. Barnes stated that, since S&P did not specify in 
the Initial Presale Report for the GS Transaction which loan constant was used in the 
analysis, market participants could reasonably conclude that S&P used the loan constants in 
the Criteria for its analysis, which were greater that the Blended Constants, e.g., for the GS 
Transaction the deal-level loan constant in Criteria equals 8.31% and Blended Constant 
equals 7.53%.5 In addition, Barnes confmned that she heard Duka state in a meeting on July 
25, 2011, that it was her decision not to include the Blended Constant arid the related DSCR 
in the Initial Presale Report for the GS Transaction. 

12. On January 12, 2011, I met with Kurt Pollem ("Pollem"), a Senior Director and Analytical 
Manger in the U.S. CMBS Group, and discussed the updates to the Updated Presale Reports. 
Pollem explained that he supervised and coordinated the revisions to the Updated Presale 

levels that require gr~ter credit enhancement levels. A DSCR may also be calculated for a pool of Commercial 
Loans based on a weighted average. Table I 03 in the Updated Presale Report for the GS Transaction provides an 
illustration of the different deal-level loan constants. In Table 103, the loan constant based on the Criteria was 
8.31%, the Actual Constant was 6.75%, and the Blended Constant (as defined in paragraph 10) was 7.53%. 
2 The Criteria was first published in June 2009 and was re-published on November 3, 2010. 
3 See footnote 1 last sentence. 
4 The Blended Constant percentages and deal-level debt service coverage percentages varied among the Updated 
Presale Reports. 
5 See footnote 1 last sentence. 
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Reports published on September 2, 2011. Pollem confirmed that the Updated Presale 1 
Reports were all updated in the same manner with respect to loan constants and related 
DSCRs, other than for specific numbers that would vary from deal to deal. 

13. On January 13, 2012, I met with Duka and talked about the Initial Presale Reports and the 
Updated Presale Reports. Duka stated that she was the Lead Analytical Manger responsible 
for the Initial Presale Reports and she agreed that the loan constants used by the analysts (i.e., 
the Blended Constants) and related DSCRs were not disclosed in the Initial Presale Reports. 
Duka stated that she made the decision not to publish the Blended Constants and related 
DSCRs in presale reports in January 2011 as she did not want to explain why the Blended 
Constants were used in initial issuances but not in surveillance. She stated that the loan 
constants and DSCRs were key drivers in the analysis for credit enhancement and, all things 
being equal, in general, higher loan constants would result in lower DSCRs, and lower 
DSCRs may indicate higher levels of defaults and the need for greater credit enhancement. 

14. During my meeting with Duka on January 13, 2012, Duka stated that she was on vacation 
when the Updated Presale Reports were prepared and published, and it was her 
understanding that the Initial Presale Reports were all updated in essentially in the same 
manner with respect to loan constants and DSCRs. It was also her understanding that the 
Initial Presale Reports were .updated in order to provide greater transparency about the loan 
constants and DSCRs actually used by the analysts in their analysis. Duka stated that failure 
to disclose the Blended Constants and related DSCRs used by the analysts in the Initial 
Presale Reports in her view could not reasonably mislead potential users of ratings. Duka 
noted that the S&P Determinations were stated a number of times in the Initial Presale 
Reports and in the Initial Presale Reports under the Section entitled "Approach­
ConduitL_fusion methodology" S&P stated that when determining a loan's DSCR, S&P will 
consider both the loan's Actual Constant and the loan constant in the Criteria based on 
property type, as further detailed in the Criteria. 

15. On January 18, 2011, I met with Grace Osborne ("Osborne")6
, Business Leader for the U.S. 

Mortgages Group. Recognizing that the Blended Constants and related DSCRs were not 
disclosed in the Initial Presale Reports, she stated that it was her decision to update the Initial 
Presale Reports and all Initial Presale Reports were updated in essentially the same manner 
with respect to loan constants and DSCRs. Osborne also stated that she was in the meeting 
on July 25, 2011, and also heard Duka state that it was her decision not to include the 
Blended Constants and related DSCR in the Initial Presale Report for the GS Transaction. 
Osborne stated she thought the decision not to include the Blended Constants and related 
DSCRs in presale reports was made early in 2011, and thought Duka's decision not to 
disclose the Blended Constants and related DSCRs was a poor analytical decision. I 
explained to Osborne during the meeting that there was a view that the S&P Determinations 
in the Initial Presale Report for the GS Transaction could reasonably mislead potential users 
of the preliminary ratings for the GS Transaction, i.e., market participants may assume that 
S&P used the loan constants in the Criteria for its analysis, which were higher than the 
Blended Constants used for the GS Transaction. Osborne did not disagree with that view. 

6 Duka reported to Osborne. 
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16. On January 24, 2012, I met with Dina Moskowitz ("Moskowitz"), Associate General 
Counsel in the S&P Ratings Services Legal Department, and I asked Moskowitz for her legal 
advice. 

REDACTED FOR PRIVILEGE 

Other Initial Presale Reports Published 2011 

17. On February 3, 2012, I met with Barnes and asked her if not including the Blended Constants 
and the related DSCRs in the six Initial Presale Reports published by S&P from February 
2011 through May 2011 resulted in reports that were "otherwise misleading as to the general 
credit worthiness of an issuer or issue". See paragraph 19 below, regarding the Ratings 
Services Code of Conduct, dated December 2008 ("December 2008 Code"). Barnes 
answered "yes", noting that in a structured finance transaction in order to assess the credit 
worthiness of an issuer or issue an analyst would need to evaluate, among other things, the 
pool of collateral backing the issued securities. Barnes stated that the DSCR for a transaction 
is based on analyzing the pool of commercial real estate loans backing the issued securities. 
A DSCR is essentially a debt-to-income ratio or cash flow test that measures the borrower's 
ability to pay principal and interest over the term of the loan, and is an important variable in 
calculating t!'le credit enhancement levels for a transaction. Barnes noted that two tables in 
the Initial Presale Reports set forth ranges of DSCRs based on a weighted average loan 
constant in the Criteria of "_"% and based upon an Actual Constant of "_"%. 7 Barnes 
believed that by not disclosing that analysts used Blended Constants in calculating the 
DSCRs in the six Initial Presale Reports, an investor may assume that S&P used the ranges 
of DSCRs based on loan constants in the Criteria in order to determine the DSCRs. Barnes 
noted that, if the loan constants in the Criteria were used for the GS Transaction, the "AAA" 
rating credit enhancement level would be 17.1% and, if the Blend Constants were used for 
the GS Transaction, the "AAA" rating credit enhancement level would be 14.8%.8 Since the 
Blended Constants would be lower than the loan constants in the Criteria, an investor may 
assume that the DSCR and credit enhancement levels for a transaction had been submitted to 
greater stress levels, i.e., for the GS Transaction, the Blended Constant was 7.53% and the 
loan constant in the Criteria was 8.31%9

• Barnes believed that those assumptions by an 
investor would be "otherwise misleading as to the general credit worthiness of an issuer or 
issue". 

7 For example, see table 17 and 18 in Initial Presale Report for the GS Transaction published on July 12, 20 II. 
The weighted average loan constant in the Criteria percentage and the Actual 9onstant percentage in the Initial 
Presale Reports varied from transaction to transaction. .::::r· 
8 See the Quality Review Group Memorandum, dated August 15,2011, from the Model Quality Review Group to 
Mark Adelson, Chief Credit Officer, Tables 5 and 7, respectively. 
9 See footnote 1 last sentence. 
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18. On February 14, 2012, I met with Osborne and asked her if not including the Blended i 
Constants and the related DSCRs in the six Initial Presale Reports published by S&P from -
February 201lthrough May 2011 resulted in reports that were "otherwise misleading as to 
the general credit worthiness of an issuer or issue". Osborne answered "no". She indicated 
that the preliminary ratings and credit enhancement levels in the six Initial Presale Reports 
reflected the credit worthiness of the issuer or issue and that ultimately the preliminary 
ratings and credit enhancement levels did not change in the Updated Presale Reports. 
Osborne stated that she requested to have the Initial Presale Reports updated and her request 
stemmed from a desire to make more transparent the actual loan constants and related 
DSCRs that were used in the analysis for the preliminary ratings set for the Initial Presale 
Reports. Osborne believed that not disclosing the Blended Constants and related DSCRS 
was inconsistent with S&P's goal of transparency. 

Applicable Codes of Conduct 

19. Section 1.10 of the June 2011 Code provides that when S&P issues a preliminary rating and 
its related presale report, S&P will not make any statements that "could reasonably mislead" 
potential users of the ratings. Section 1.6 of the December 2008 Code provides that analysts 
shall take steps to avoid publishing any reports that are "otherwise misleading as to the 
general creditworthiness of an issuer or issue". 

Determinations/Recommendations 

20. March 6, 2012, I met with David Vignola ("Vignola"), Ratings Services Chief Compliance 
Officer10

, and discussed the Initial Presale Reports, Updated Presale Reports, and the 
meetings described above in Section I, above. Vignola and I detennined that: 

i. Duka was responsible for making the decision not to include the Blended Constants and 
related DSCRs in the Initial Presale Reports, 

ii. the June 2011 Code was applicable to the FREMF 2011-K14 Mortgage Trust Initial 
Presale Report, published July 18, 2011, and OS Mortgage Securities Trust 2011-GC4 
Initial Presale Report, published July 12,2011, 

iii. the failure to disclose the Blended Constants and related DSCRs in those two Initial 
Presale Reports "could reasonably misled" a potential investor and, therefore, Duka 
violated the Section 1.10 in the June 2011 Code for those two transactions when she 
detennined not to included the Blended Constants and related DSCRs in the two Initial 
Presale Reports, 

iv. the December 2008 Code was applicable to the other six Initial Presale Reports 
published by S&P from February 2011 through May 2011, 

v. the failure to disclose the Blended Constants and related DSCRs in the six Initial 
Presale Reports resulted in reports that were "otherwise misleading as to the general 
credit worthiness of an issuer or issue" and, therefore, Duka violated the Section 1.6 in 

10 Vignola's last day of employment at S&P as the Ratings Services Chief Compliance Officer was May 15, 2012. 
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.· the December 2008 Code for those six transactions when she determined not to 
included the Blended Constants and related DSCRs in the six Initial Presale Reports, 

vi. Duka could have taken steps to avoid the six Initial Presale Reports published from 
February 2011 through May 2011 from being "otherwise misleading as to the general 
credit worthiness of an issuer or issue" by including the Blended Constants and related 
DSCRs in those six Initial Presale Reports, and 

vii. because Duka had resigned from S&P and her last day of employment was March 5, 
2012, no remedial action was recommended Duka. 

II. MODEL QUALITY REVIEW GUIDELINES-CHANGES TO CMBS FRAMEWORK 
MODEL 

Facts 

21. By November 2010, the Model Quality Review Group was provided the CMBS Framework 
Model ("CMBS Framework Model") and related information by members of the U.S. CMBS 
Group in order to begin the process for reviewing and approving the CMBS Framework 
Model. 11 The CMBS Framework Model was used by the U.S. CMBS Group to analyze 
credit enhancement in conduit/fusion commercial mortgage-backed transactions rated by 
Ratings Services. 

22. On June 16, 2011 the CMBS Framework Model was approved by Model Quality Review 
("MQR") ("Approved Framework Model") and the MQR Report was issued. During the 
period of time from February 2011 through June 2011, the CMBS Group rated six 
conduit/fusion transactions using the CMBS Framework Model that had been presented to 
the MQR for review in November 2010. L11 accordance with the Ratings Services Model Use 
Policy, the CMBS Framework Model could be used by analysts to rate conduit/fusion 
transactions as an Alternative Procedure. 

23. Martin Goldberg ("Goldberg"), a Senior Director and manager for the MQR Group, notified 
Duka, Digney and others of the approval of the CMBS Framework Model and the report 
issuance in an e-mail dated June 21,2011. In an e-mail dated June 21,2012, from Digney to 
Gary Carrington, Barbara Holtz, Deegant Pandya, and Pollem, Digney advised them that the 
MQR Group had approved the CMBS Framework Model. 12 

24. On August 11, 2011, Goldberg and Haixin Hu ("Hu"), an Associate in the MQR Group, 13 

issued a letter titled "Comfort Letter" ("Comfort Letter") that discussed MQR's review of the 
differences between the Approved Framework Model and the CMBS Framework Model used 
for the GS Transaction. On August 15, 2011, MQR issued a Memorandum ("MQR 
Memorandum") to Mark Adelson, Chief Credit Officer, describing further the factors 
outlined in the Comfort Letter and the MQR's team's conclusions. 14 Both the Comfort 

11 See the Model Quality Review Report CMBS Framework Model MQR Inventory# 253, date June 16, 2011 
("MQR Report"), page one "Executive Summary-Review Statement". 
12 Gary Carrington, Barbara Holtz, and Deegant Pandya were team leaders for the surveillance team. 
13 Hu reports to Goldberg. 
14 During a meeting on March 13, 2012, Goldberg advised that the Comfort Letter and MQR Memorandum were 
drafted at the request of Mark Adelson, Chief Credit Officer. 
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Letter and the MQR Memorandum noted a number of differences between the Approved 
Framework Model and the CMBS Framework Model used in the GS Transaction. For 
example, during a meeting with Goldberg on January 24, 2012, Goldberg stated that in the 
CMBS Framework Model used for the GS Transaction, certain calculations were disregarded 
and analysts manually input numbers into the CMBS Framework Model. Goldberg also 
stated that he believed the manual entry of such numbers constituted changes to the CMBS 
Framework Model that the MQR Group did not approve in the MQR Report. 

25. In an e-mail, dated January 28,2011, from Hu to Duka, Hu indicated that Duka recently took · 
Eric Thompson's ("Thompson") role as the Model Owner for the CMBS Framework Model, 
which had been presented to the MQR Group in 2010. Thompson resigned from S&P in 
January 2011 and, prior to his resignation, was an Analytical Manger for the CMBS 
surveillance team and the initial Model Owner for the CMBS Framework Model. 

26. On March 8, 2012, I had a conference call with Goldberg where he stated that when the 
CMBS Framework Model was presented to the MQR Group in 2010, he believed that the 
model would be set or locked down and analysts would not be making any changes to the 
CMBS Framework Model. Goldberg stated there was a lack of communication by the Model 
Owners (i.e., initially Thompson and then Duka) and they should have made clear to the 
MQR Group that the initial issuance analytical team would generally use the CMBS 
Framework Model but override certain calculations based on their analytical judgments. 
Goldberg stated he believed Duka's signoff of the CMBS Framework Model in Page 5 of the 
MQR Report was inaccurate when she stated "[t]he report depicts an accurate reflection of 
... our processes around deriving model inputs." Goldberg explained that for Duka's signoff 
to have been accurate, she would have had to identify any such manual analytical overrides 
in the CMBS Framework Model. 

27. During meetings with Barnes on January 11, February 15, and March 5, 2012, we discussed, 
among other things, the Approved Framework Model and CMBS Framework Model. She 
stated that the two Models were functionally equivalent and should be viewed as one and the 
same, i.e., the CMBS Framework Model ("Model"). Barnes stated she thought, based on the 
Comfort Letter and MQR Letter, that the initial issuance analytical team did make changes to 
the Model that were not approved by the MQR in the MQR Report. She further explained 
that she believed the initial issuance analytical team never intended to use the Model as 
presented to MQR in 2010. Rather, the analytical team viewed the Model as a "general 
framework or model template" and they had authority to manually override formulas in the 
Model based on their analytical judgments. Therefore, when the analytical team chose to 
override formulas in the model and input information determined outside the Model, the 
analytical team believed they were using the Model as intended. Barnes believed this to be 
the approach taken by the analytical team when they used the Model for the GS Transaction. 

28. During meetings with Duka on January 18 and February 10, 2012, Duka stated she did attend 
the rating committee for the preliminary ratings for the GS Transaction, during the rating 
committee she thought the Approved Framework Model was used for the analysis, 15 that she 

15 After the MQR Report was issued in June 2011, the Approved Framewofk Model was stored in the Model 
Repository by the MQR Group. Based on interviews with the analytical team for the GS Transaction, however, the 
CMBS Framework Model was used for the GS Transaction, which was obtained from a CMBS shared drive. 
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believed no changes had been made to the Approved Framework Model, and that it was used 
appropriately. Duka explained that surveillance analysts in the CMBS Group reviewed a 
small sample of loans for a transaction, used standard assumptions in the model for a 
transaction, and that calculations were made by the model for a transaction. For new 
issuances, however, Duka explained that the analytical team evaluated a much larger sample 
of loans for a transaction, the analytical team did not rely on the standard assumptions in the 
model for a transaction, and that the analytical team did calculations outside the model for a 
transaction and then input numbers into the model thereby overriding calculations in the 
model based upon their analytical judgments. 

29. On March 5, 2012, I had a meeting with Pollem and talked about the Model. He explained 
that initial issuance analytical team viewed the Model as a "template" that included general 
assumptions made by property types. The analytical team, however, typically reviewed on a 
loan-by-loan basis approximately sixty percent of the loans in a pool of loans (calculated by 
par amount of the loans) for a transaction based on, among other things, geographic 
distribution, originators, and property types. Pollem explained that it was always intended 
that, based on the in-depth analysis done on a loan-by-loan basis for a transaction, the 
analytical team would override the general assumptions and certain calculations in the Model 
and input specific numbers into the Model based on their analysis outside the Model and 
their analytical judgments. 

30. During a meeting with Digney on March 12, 2012, Digney stated he was the Chairperson for 
the rating committee for the preliminary ratings assigned to the GS Transaction and, during 
the rating committee, believed that the Approved Framework Model was being used. We 
discussed the Model used for the GS Transaction and Digney explained he believed the 
Model was set up with calculations using broad assumptions that were intended to be used 
for loans that were not analyzed on a loan-by-loan basis. Digney further explained he 
believed it was intended that for new issuances, the analytical team would make certain 
calculations outside of the Model and then numbers would be manually input into the Model. 
Digney noted that the new issuance analytical team analyzes approximately sixty percent of 
the loans in a pool of loans (calculated by par amount of the loans) and he believed that 
making some calculations outside the model and inputting numbers into the Model was 
analytically more precise and accurate. 

Applicable Guidelines 

31. Section 4. 7 of the Model Quality Review Guidelines, effective date September 7, 2010 
("Quality Review Guidelines"), states that each model to be reviewed by the MQR Group 
must be assigned a Model Owner. Section 4.9 of the Quality Review Guidelines titled 
"Business Unit Approval of Assumptions and Factual Accuracy" states that the MQR Group 
will obtain a signoff on the factual accuracy of relevant report sections from the Model 
Owner. 

During a conference call with Goldberg on May 23,2012, he explained that once a model has been approved by the 
MQR Group the model is stored in the Model Repository, also referred to as the Model Development Tracking 
System. He further explained that the Approved Model Library is a written list of models approved by the MQR 
Group, together with their approved use, e.g., the specific asset class, security, or particular risk assessment. 
Goldberg stated that models approved by MQR are not actually stored in the Approved Model Library. 
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32. On page 5 of the MQR Report titled "Business Approval of Assumptions and Factual 
Accuracy", on May 10, 2011, Duka, as the Model Owner, provided her signoff of the MQR 
Report as required by Section 4.9, and she stated "[t]he report depicts an accurate reflection 
of both the model and our processes around deriving the model inputs." 

Determinations/Recommendations 

33. _March 6, 2012, I met with Vignola and discussed the Comfort Letter, the MQR 
Memorandum, and the meetings described above in Section II, above. Vignola and I 
determined that: 

i. as of January 2011, Duka was the Model Owner for the CMBS Framework Model 
presented to the MQR Group in 2010, 

ii. the MQR Group believed calculations in the Model were set and any changes to the 
calculations in the Model would be changes to the Model that were not approved by the 
MQRGroup, 

iii. the Model Owners (i.e., initially Thompson and then Duka) did not advise the MQR 
Group that the analytical team viewed the Model as a template and they could override 
calculations in the Model when analytically appropriate, · 

iv. there was no evidence that the Model Owners' failure to communicate with the MQR 
Group was intentional, 

v. it was Duka's responsibility as the Model Owner to be sure that the MQR Report 
reflected accurately how the analytical team for initial issuances intended to input 
information into the Model, i.e., in some cases the analytical team intended to override 
calculations in the Model and manually input numbers into the Model, 

vi. Duka's statement in her signoff that "[t] report depicts an accurate reflection of ... our 
processes around deriving the model inputs" was inaccurate and, therefore, violated 
Section 4.9 of the Quality Review Guidelines as the MQR Report did not reflect the 
fact that the new issuance analytical team intended to override certain calculations in 
the Model, and 

vii. because Duka had resigned from S&P and her last day of employment was March 5, 
2012, no remedial action was recommended for Duka. 

III. MODEL USE GUIDELINES-CHANGES TO CMBS FRAMEWOEK MODEL 

Facts 

34. The rating committee for the preliminary ratings assigned by S&P for the GS Transaction 
occurred on July 11, 2011, and the RAMP, dated July 11, 2011, for the rating committee 
indicated that Approved Framework Model was used for the credit analysis. Similarly, a 
RAMP ("Final Rating RAMP"), dated July 25, 2011, relating to a rating committee held to 
determine final ratings to be assigned by S&P for the G~Transaction also indicated that 
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Approved Framework Model was used for the credit analysis. 16 On December 20, 2011, at 
the recommendation of the Quality Group, however, the Final Rating RAMP was amended to 
indicate that the Approved Framework Model was not used for the GS Transaction, rather the 
CMBS Framework Model, which was not approved by MQR, was used as an Alternative 
Procedure for the GS Transaction. 

Applicable Guidelines/Policy 

35. Section 6.1 of the Model Use Guidelines ("Model Use Guidelines"), effective date June I, 
2011, provides that, if an Analyst finds that an approved model is insufficient to meet the 
requirements of rating a particular transaction, the Analyst may propose changes to the 
approved model. Section 6.2 of the Model Use Guidelines provides that the analyst and 
Analytical Manger should document the rationale for the proposed changes. 

Determinations/Recommendations 

36. March 6, 2012, I met with Vignola and discussed the information in Section III, above. 
Vignola and I determined that: 

a) the Approved Framework Model was not used for the preliminary ratings assigned for 
the GS Transaction, rather the CMBS Framework Model was used as an Alternative 
Procedure for the GS Transaction, 

b) therefore, since a model approved by MQR was not used for the preliminary ratings 
assigned in the GS Transaction, Section 6.1 of the Model Use Guidelines was not 
applicable and there was no violation of the Sections 6.1 and 6.2 of the Model Use 
Guidelines. 

Training 

37. On March 19, 2012, Vignola and I recommended that the Compliance Department training 
team, together with Goldberg and appropriate business representatives, conduct global 
training for analysts, Analytical Mangers, Business Leaders, and Practice Leaders in the use 
of models, Model Quality Review Policy and related Guidelines, and Model Use Policy and 
related Guidelines. 

38. During a conference call May 22,2012, with Juan De Mallein ("De Mollein") 17
, a Managing 

Director and Lead Analytical Manager, Laurence Loprete ("Loprete"), Senior Director 
Global Education and Training, and Heather Benecke, a Compliance Officer, and me, we 
discussed training for the use of models. De Mollein explained that the Structured Finance 
Models Committee ("SF Models Committee") was reviewing from an analytical perspective 
how models should be defined for purposes of the model policies and related guidelines and 
how models should be utilized in the rating process for transactions. Additionally, De 
Mollein explained that the SF Models Committee would likely be recommending extensive 
revisions to the five existing model policies and guidelines. De Mollein thought that if the 

16 The final ratings determined by the rating committee were not neither as~gned to any securities by S&P nor 
~ublished by S&P. 
7 De Mallein is the Chairperson of the Structured Finance Models Committee and the Committee was established 

at the request of Paul Coughlin, Executive Managing Director Global Analytics. 
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Compliance Department conducted training for models at this time, in approximately six to 
eight months, after the SF Models Committee had completed its review, the Compliance 
Department would need to conduct further training on the use of models and related revised 
model policies and guidelines. Given De Mollein's indication that there would likely be 
analytical changes to the use of model in the rating process and extensive changes to the five 
model polices and guidelines, Loprete thought that it would be inefficient to conduct training 
on models at this time and that the Compliance Department, together with Goldberg and 
appropriate business representatives, should conduct training on models after the SF Models 
Committee had completed its review of models and the model policies and related guidelines 
had been revised and approved by the Policy Governance Group. 

39. During a meeting later in the day on May 22, 2012, with David Leibowitz, S&P Chief 
Compliance Officer, Loprete and me, Loprete stated that, prior to the SF Models Committee 
completing its review of models, model polices and guidelines, he would send an e-mail. to 
the applicable staff highlighting key points relating to the use of models. 
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EXHIBIT A 

RECOMMENDATIONS FROM TPER FOR 

REVIEW BY COMPLIANCE DEPARTMENT 

60. Given that the constants used in the analysis and the resulting DSCRs were not included in 
the GS transaction presale report, Quality recommends that Compliance review the matter in 
connection with section 1.10 of the Code of Conduct that states in part: 

(i) "When Standard and Poor's issues a Credit Rating and its associated Credit 
Rating Rationale, Standard & Poor's will not misrepresent the nature of the 
Credit Rating or make any statements that could reasonably mislead 
potential users of the Credit Rating" (See Appendix 6 July 251

h meeting 
Duka statement.). 

61. Given that changes were made to the Framework Model by the analytical practice subsequent 
to the Framework Model evaluation by the MQR team, as referenced by the MQR group's 
comfort letter dated August 11, 2011 (see Appendix 5), Quality recommends that 
Compliance review how these changes were made in connection with section 6.0 (Model 
Modifications) of the Model Use Policy. 
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EXCERPTED/REDACTED EXHIBITQQ 

BEFORE THE ENFORCEMENT STAFF OF THE UNITED STATES SECURITIES AND 
EXCHANGE COMMISSION 

MEMORANDUM ON BEHALF OF BARBARA DUKA RELATING TO DISCUSSIONS OF 
COUNSEL WITH THE ENFORCEMENT STAFF IN THE MATTER OF STANDARD & 

POOR'S CMBS RATINGS, FILE NO. D-03302-A 

Date: October 23, 2014 PETRILLO KLEIN & BOXER LLP 

655 Third Avenue, 22nd Floor 
New York, New York 10017 
Telephone: (212) 370-0330 

Attorneys for Barbara Duka 

CONFIDENTIAL- FOIA TREATMENT REQUESTED 
[Corrected Copy] 



BEFORE THE ENFORCEMENT STAFF OF THE UNITED STATES SECURITIES AND EXCHANGE 
COMMISSION 

MEMORANDUM ON BEHALF OF BARBARA DUKA RELA11NG TO DISCUSSIONS OF COUNSEL 
WITH THE ENFORCEMENT STAFF IN THE MATTER OF STANDARD & POOR'S CMBS RATINGS, 
FILE NO. D-03302-A (CONT'D.) 

October 23, 2014 

Discussion 

I 

Later, in the Methodology section of these same reports, 

however, S&P explained that "in determining a loan's DSC, Standard & Poor's will consider 

both the loan's actual debt constant and a stressed constant.based on property type as . ;-:::"' 

further detailed in our conduit/fusion criteria." Again, this disclosure is not false, but the 
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