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Capital Structure

Description Rating Action Class Amount Subordination2 DBRS Rating Trend

Class A New Rating - Provisional $374,000,000 31.927% AAA (sf) Stable

Class X-CP New Rating - Provisional $550,000,000 n/a AAA (sf) Stable

Class X-NCP New Rating - Provisional $550,000,000 n/a AAA (sf) Stable

Class B New Rating - Provisional $83,200,000 16.800% AA (low) (sf) Stable

Class C New Rating - Provisional $53,300,000 7.109% A (low) (sf) Stable

Class D New Rating - Provisional $39,100,000 0.000% BBB (sf) Stable

Notes:
1.  The Class X-CP and X-NCP balances are notional. DBRS ratings on IO certificates address the likelihood of receiving  interest  based on the notional amount outstanding. 

DBRS considers the IO certificate’s position within the transaction payment waterfall when  determining the appropriate rating. 
2.  Approximate Initial Credit Support for each Class of Certificates is calculated taking into account the Companion Loan, to the extent that it is pari passu or senior to such 

Class of Certificates, as applicable.

Transaction Summary

LOAN CHARACTERISTICS

Trust Balance $550,000,000 DBRS Term DSCR1 4.37x

Number of Loans 1 DBRS Refi DSCR1 1.39x

Number of Properties 1 DBRS Debt Yield1 11.8%

DBRS Collateral SF2  3,648,730 DBRS Exit Debt Yield1 11.8%

Interest Rate 2.704% DBRS LTV1 69.7%

Remaining Term 60 DBRS Refi LTV1 69.7%

Remaining Amort. 0 DBRS NCF Variance -12.2%

Notes:
1. Based on the Whole Loan amount of $675,000,000.
2. Reflects 14,829 sf for Kellogg, per their lease.

PARTICIPANTS

Depositor Morgan Stanley Capital I Inc.

Mortgage Loan Sellers Morgan Stanley Mortgage Holdings LLC

Barclays Bank PLC

Bank of China, New York Branch

Initial Purchasers Morgan Stanley & Co. LLC

Barclays Capital Inc.

Master Servicer Wells Fargo Bank, National Association

Special Servicer Wells Fargo Bank, National Association

Certificate Administrator U.S. Bank National Association

Trustee U.S. Bank National Association
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Rating Considerations

DBRS VIEWPOINT
The subject property is a 3,648,730 sf (based on DBRS analysis), 24-story, Class B mixed-use building built in 1930 and 
situated on the bank of the Chicago River in the River North submarket of Downtown Chicago. The collateral, which is 
LEED Gold certified, offers an extensive amenities package that consists of hundreds of premier showrooms, flexible and 
spacious floor plates, a food court with fast-food restaurants,  several fast-casual restaurants scattered on the first and 
second floors, 325 surface and subterranean garage parking spaces, a hair and nail salon and on-site, time-saving services 
such as a FedEx Kinko’s and a U.S. Post Office. There is also a Holiday Inn Mart Plaza hotel (not collateral) located in the 
adjacent building that connects with the subject via a second floor sky bridge. Furthermore, the building has direct access 
to the train platform for two CTA elevated train (the L) lines that stop at the Merchandise Mart. The subject has very 
large floor plates, which are approximately 200,000 sf on floors one through 18 and step back to roughly 8,000 sf on the 
24th floor. In addition to the large floor plates, the property boasts ceiling heights of 20 feet on floor one, 16 feet on floor 
two, 13 feet on floors three through seven, 12 feet on floors eight through 17 and 16 feet starting on floor 18. The 24-story 
building houses retail space and a dream home model on floor one; a combination of food court/retail and office space on 
floor two; design center showrooms on floor six and floors 14 to 16; contract (office) furnishing space on floors three, 10 
and 11; tradeshow space on floor seven; and office space on floors two, four, five, eight, nine, 12, 13 and 16 through 24. See 
the Stacking Plan on page 6 for a depiction of the uses. Based on DBRS analysis, the office/retail portion of the building 
(57.7% of total NRA) is 93.8% leased, while the showroom/tradeshow space is 97.2% leased. Overall, DBRS underwrote 
the property as 95.2% leased as of September 1, 2016. 

In April 1998, the property was acquired by Vornado for $369.1 million from the Kennedy Family, who had owned the 
property since 1945. Under the Kennedy Family, theMART was repositioned by creating the first “design center” specializing 
in high-end interior designers, and it advanced the showroom concept to supplement the nearby American Furniture 
Mart (located at 680 North Lake Shore Drive in Chicago). Over its history, the interior space utilization at theMART has 
varied. As a reaction to a decline in market demand for gift and accessory showroom space, since 2010, office and retail 
space at the collateral has grown from roughly 30% of the NRA in 2010 to a forecasted 58.0% of NRA in 2018. Vornado 
invested $188.0 million between 2011 and 2015 on capital improvements and tenant allowances, with an additional $43.0 
million in capital expenditures budgeted for 2016. These investments have transformed the lobby space, upgraded the 
food court, improved building systems and attracted a number of new office tenants. In total, the property has renewed 
75 leases totaling 359,379 sf since 2015 and executed 49 new or expanded leases totaling 501,322 sf, approximately half 
of which has been for office tenants. Most recently, Kellogg Sales Company (Kellogg), an investment-grade-rated entity, 
leased nearly 14,900 sf on the second floor for an eight-year term at $50.00 psf. Approximately 62.0% of the office space 
is occupied by tech or marketing companies that seek non-traditional, open-concept office space. Furthermore, other 
more traditional firms, such as ConAgra, have embraced the open-concept floor plans, which are easily accommodated 
by the subject’s 200,000 sf floor plates. 

With an office vacancy rate of 5.9%, the subject is outperforming the Chicago Office CBD with a vacancy of 12.9%, 
according to the appraisal. Furthermore, the subject’s vacancy is better than the CoStar vacancy rates for Class A and 
B office space within a 0.25-mile radius of the subject of 7.2% and 7.4% respectively. The DBRS UW gross office rent of 
$35.84 also compares favorably with the subject Class B space but is 20.0% below the reported Class A rates on a gross 
basis. This position appears correct, as the property is an older Class B building with certain inefficiencies but has a 
number of Class A amenities and tenant spaces built out to Class A office standards. Furthermore, DBRS identified eight 
office properties that each displayed several similar characteristics as the subject property. The results from these eight 
properties yielded a much higher vacancy rate of 12.2% versus the subject’s 5.9%, and lower asking rents ($32.65 psf to 
$36.77 psf ) than the subject. Overall, the building has a diverse rent roll with no concentrated rollover during the loan 
term or for the five years beyond loan maturity.

While demand for some showroom space has receded, the tenants and market segments that have remained at theMART 
represent national brands like Steelcase, Holly Hunt, Ltd., Haworth, Herman Miller, Allsteel Inc., and Baker Knapp & 
Tubbs. Most of the largest showroom tenants are part of the office furniture industry segment. TheMART has the largest 
collection of office furniture vendors in the country and hosts the annual NeoCon tradeshow, dedicated to commercial office 
design. The show has been held for 49 years and attracts 50,000 design professionals and over 500 firms. Additionally, the 
Luxehome showroom space features a number of high-end tenants such as Sub Zero, Waterworks and Miele. The appraisal 
identified 21 Mart centers across the country as comparable properties. Most of these centers have a design center and 
home furnishings component, and most appear to have local to regional demand. A few centers, such as the AmericasMart, 
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High Point and the Dallas Market Center, are larger centers that either have a concentrated segment focus or are large 
enough to have national demand and would compete with the subject. Several of the smaller properties experienced a 
reduced demand for showroom space as a result of the recession. These properties have converted showroom space into 
office space, similar to the subject. TheMART appears to have both regional and local demand for home furnishing and 
a regional to national reach for contract (office) furnishings.

The $675.0 million Whole Loan is split into a $550.0 million Mortgage Loan to be held within the Trust and a $125.0 million 
pari passu Companion Loan to be held outside the Trust. The Whole Loan refinanced $550.0 million of debt, returned 
$100.0 million of equity to the sponsor, allocated $23.6 million upfront reserves and covered $1.3 million in closing costs. 
The five-year loan is IO throughout. In total, the Whole Loan encompasses seven separate notes: A-1-A, Note A-1-B, Note 
A-1-C, Note A-1-D, Note A-1-E, Note A-1-F and Note A-1-G. Notes A-1-A, A-1-B and A-1-C will be contributed to the Trust, 
and the remaining Notes will be held by the Companion Loan Holder outside of the Trust. The Companion Loan Holder 
is not expected to contribute the Companion Loan to a future commercial mortgage securitization transaction, but may 
do so. The Trust Notes and the Companion Notes are pari passu with each other.

DBRS LTV is 69.9%. Based on an 8.24% blended cap rate, the DBRS value represents a 41.1% discount to the appraised 
value. While the DBRS cap rate is low by rating agency standards, it is far above the current market cap rate (as estimated 
by the appraisal) of 6.0%. DBRS research has found that issuance cap rates (Issuer UW NCF divided by Appraised Value) 
for Chicago CBD office properties securitized in CMBS transactions, regardless of location or quality, have not exhibited 
an average cap rate above 7.00% since 2007. For the 2015 vintage, the average cap rate was 6.7%. Assuming a refinance 
constant of 8.49%, 578 bps above the current, contractual fixed rate, the DBRS Refi DSCR is moderately strong at 1.39x, 
indicating lower refinance risk. 

STRENGTHS
• The building is superbly located along the Chicago River, with excellent CBD views and great access to transportation, 

and it offers abundant amenities. Furthermore, the building has large, flexible average floor plates and tall ceilings of at 
least 12 feet high.

• The subject benefits from strong occupancy, historically averaging a reported 95.1% since 2006, a diverse tenant mix and 
limited near-term rollover. The building’s mixed-use nature provides more stability than other Mart properties that have 
limited to no office tenant exposure. Furthermore, the subject compares favorably with the CoStar office market statistics 
in terms of vacancy and rental rate.

• The tenant profile is considered strong with nearly 37.0% of the building based on sf leased to investment-grade tenants. 
Additionally, five office tenants, representing 25.8% of the NRA, have their corporate headquarters at the building, which 
highlights the building’s demand and prominence. 

CHALLENGES AND CONSIDERATIONS
• The loan is interest only throughout the five-year term.

– The loan is low leveraged at a 41.2% LTV and has lower refinance risk with a DBRS Refi DSCR of 1.39x.

• As part of this loan transaction, approximately $100.0 million is being cashed out by the sponsor.

– The sponsor is a long-term owner, having owned the property since 1989, and invested over $230 million in capital and 
tenant improvements between 2011 and 2016 to transform the building to predominately office space.

• The Loan is a non-recourse loan without a sponsor entity carveout guarantor.

– The sponsor is an institutional entity with market capitalization of $19.5 billion (as of September 2016). Furthermore, the 
property is professionally managed by a sponsor-related entity with over 20 years of experience at the building.

• In order to continue to attract office users, the property will continue to have to overcome its reputation as a tired designer 
mart. Although the floor-plates are large compared with more modern structures, there are columns every 20 feet, smaller 
windows and less natural light than most competing, traditional office properties. The sponsor may have to continue to 
give significant concessions and/or tenant improvements in order to lure tenants. 

– Vornado spent $188.0 million between 2011 and 2015 on capital improvements and tenant allowances, with an additional 
$43.0 million in captial improvements budgeted for 2016 to rebrand the property. DBRS toured many floors, and the columns 
were not viewed as being obstructive given their size and their relation to the rest of the floorplate. The open-concept floor 
plans, 12- to 13-foot typical ceiling heights and good interior lighting all make for an inviting work environment.
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Property Description

The subject property is a 3,648,730 sf (based on DBRS analysis), 24-story, Class B mixed-use building situated on the 
bank of the Chicago River in the River North submarket of Downtown Chicago. At the time of its construction in 1930, 
the property—known colloquially as theMART—was the largest building in the world. Today, theMART acts as a uniquely 
recognizable fixture in the Chicago landscape; it is one of the world’s largest buildings, and a resources for custom home 
furnishings, interior design, office furniture showrooms, and the corporate headquarters for five companies.

Designed by Marshall Field & Company, the iconic art deco building was originally built to function as a massive regional 
wholesale showroom facility to display white goods, hardware, gifts and other products. The property was later converted 
for government office use during World War II. After the war ended, Joseph P. Kennedy acquired the property in 1945 
and converted it back to its original function. It was through this acquisition that the property became a well-known 
showroom and design center. At the time, theMART’s function was twofold: first, to complement sales at the nearby 
American Furniture Mart, which was then the nation’s premier wholesale furniture distribution center; second, to act as 
the nation’s first “design center,” catering to high-end interior designers and decorators looking to distribute products. 
Accordingly, the collateral is credited as the first modern-day market that hosted week-long industry trade shows that 
allowed tenants from various industries to sell merchandise.

Floor Floor
24 24
23 23
22 22
21 21
20 Allscripts 20
19 Motorola Mobility (Google) 19
18 Motorola Mobility (Google) 18
17 Motorola Mobility (Google) 17
16 16
15 Casual Furnishings 15
14 Home Furnishings 14
13 ConAgra and 1871 13
12 Publicis, 1871, Matter, and Regus 12
11 Contract Furnishings 11
10 Contract Furnishings 10
9 CCC Information Services / OSD 9
8 8
7 Tradeshow  7
6 Home Furnishings 6
5 Publicis and Yelp 5
4 Yelp, Chicago School, Chicago Teachers Union, Publicis, and MMPI 4
3 Contract Furnishings 3
2 2
1 1

Key 
Office 
Casual Furnishings
Home Furnishings
Contract Funrnishings
Tradeshow
Retail
Apparel

LuxeHome Retail

Apparel
Future Office Space - 2Q 2018 PayPal and Allstate

JWT/WPP Retail

Casual Furnishings

Kivvit
Origami

Dunnhumby
Publicis

Motorola Mobility (Google)
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The collateral, which is LEED Gold certified, offers an extensive amenities package, a Holiday Inn Mart Plaza hotel  (non-
collateral) located in the adjacent building that connects with the subject via a second floor sky bridge and direct access 
to the train platform for two CTA elevated train (the L) lines that stop at the Merchandise Mart.

DBRS PROPERTY SPACE BREAKOUT

Tenant Type DBRS Total SF % of Total NRA DBRS UW Gross Rent % of Total  Base Rent

Office¹  1,996,195 54.7% $35.86 49.2%

Trade Show  214,545 5.9% $42.75 6.3%

Showroom  1,328,319 36.4% $45.54 41.6%

Total Retail  84,507 2.3% $43.88 2.6%

Total Storage  21,227 0.6% $18.85 0.3%

Other  3,937 0.1% $16.28 0.0%

Total/Wtd. Avg.  3,648,730 100.0% $39.85 100.0%

Notes:
1. Includes 86,000 SF of space on the 8th Floor that is currently operated as Tradeshow space through 12/18.

In recent years, theMART has been undergoing a transition from its sole use as a merchandise center to a more mixed-use 
operation, offering open-concept office and retail space. As a reaction to a decline in market demand for gift and accessory 
showroom space since 2010, office and retail space at the collateral has grown from roughly 32.0% of the NRA in 2010 
to a forecasted 58.0% of NRA in 2018. In order to remain competitive, the sponsor has invested significant capital into 
the property, which has totaled nearly $107 million from 2011 through 2015. Renovations during this time have included 
upgrades to the building core, building improvements and the implementation of sustainability features. An additional 
$81 million was invested in the form of tenant improvements. The 2016 capital projects (approximately $43 million) 
have enhanced the common areas and consisted of lobby refurbishments, restorations to the second floor food court and 
the addition of new green space in front of the building. In addition, the passenger elevators received updated cabs and 
mechanicals, which have increased their efficiency by 25.0%. In total, roughly $23.0 million has been budgeted for capex 
over the next four years.

LARGEST TENANT SUMMARY

Tenant DBRS SF % of Total NRA

DBRS UW 
Base Rent 

PSF
% of Total 
Base Rent Lease Expiry

Investment 
Grade? (Y/N)

Motorola Mobility LLC 609,071 16.7% $35.36 16.6% 8/2028 Y

MTS-MM LLC 214,545 5.9% $42.75 7.1% 12/2025 N

ConAgra Foods Inc. 168,419 4.6% $39.43 5.1% 5/2031 Y

Yelp Inc. 132,044 3.6% $36.97 3.8% 7/2023 N

CCC Information Services Inc. 110,529 3.0% $30.36 2.6% 12/2022 N

Medicus Group International 93,276 2.6% $25.91 1.9% 7/2018 Y

J. Walter Thompson 91,196 2.5% $34.00 2.4% 2/2020 N

PayPal Inc. 80,919 2.2% $34.59 2.2% 9/2022 Y

Razorfish LLC 79,720 2.2% $31.00 1.9% 12/2021 Y

Chicagoland Entrepreneurial 67,177 1.8% $35.10 1.8% 2/2024 N

Subtotal/Wtd. Avg. 1,646,896 45.1% $35.66 45.2% Various Various

Other Tenants 1,828,002 50.1% $38.92 54.8% Various Various

Vacant Space 173,832 4.8% n/a n/a n/a n/a

Total/Wtd. Avg. 3,648,730 100.0% $35.59 100.0% Various Various
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The property reported an average occupancy of 95.1% from 2006 through 2015. As of the September 1, 2016 rent roll, DBRS 
underwrote the collateral as 95.1% occupied. Five corporate companies are headquartered at the collateral: ConAgra, 
Motorola Mobility (Motorola), Beam Suntory, CCC Information Services and Allscript Healthcare Solutions. Moreover, 
three of the companies (ConAgra Foods, Motorola and Beam Sundory) recently relocated their corporate headquarters 
to the subject over the past three years. Other notable tenants at the subject include Yelp, eBay, Chicago’s renowned 
technology incubator known as 1871 (aka Chicagoland Entrepreneurial), a new medical technology incubator called 
MATTER and Allstate Insurance, which uses its space as a technology innovation lab. Moreover, approximately 1.24 
million sf of the 2.0 million sf of office space is leased by tenants in the technology or marketing business segments that 
desire non-traditional office space with open concept offices and more industrial or modern interior designs.

Motorola is the largest tenant at the property, representing 16.7% of the NRA and 16.6% of the DBRS UW base rent. 
The company, which designs and manufactures smartphone products, was formerly owned by Google and subsequently 
acquired by Lenovo in October 2014. The tenant has occupied its space at the property since July 2012. Google, an 
investment-grade entity, still acts as the guarantor for Motorola’s lease despite no longer owning Motorola. The tenant’s 
lease extends until August 2028 and is structured with a termination option available in September 2023, which is 
exercisable for a fee of $89 psf. Besides Motorola, no property tenant occupies more than 5.9% of the NRA. Jim Beam 
Brands, Co. is subleasing 108,878 sf on the 16th floor and 3,925 sf on the 19th floor, both from Motorola, combined 
representing 3.1% of the NRA and 18.5% of the total Motorola space.

The second-largest tenant at theMART is MTS, a subsidiary of Vornado, the loan sponsor. MTS leases 214,545 sf of 
tradeshow space and 1,827 sf of storage space, the latter of which will be converted for office use in the near term. The 
trade show space is under a lease that expires in December 2025, while the lease for the storage space expires in September 
2020. The lease can be terminated upon 30 days’ notice.

The third-largest tenant, ConAgra, occupies nearly 170,000 sf and commenced its lease in June 2016. The tenant relocated 
its corporate headquarters from Omaha, Nebraska, and moved over 500 employees into its new space. While ConAgra 
may not have a cutting edge image, the firm wanted to embrace a more modern, open concept work space that would 
encourage collaboration and appeal to a younger workforce. According to ConAgra, being able to have all its employees 
on one floor as opposed to multiple floors in a traditional office tower was a key factor in leasing space at theMART. 

Over the course of the property’s conversion from a showroom facility to a mixed-use building, the sponsor has decreased 
the amount of showroom and tradeshow tenants in exchange for more space to be leased by office tenants. This transition 
has allowed the collateral to only retain reportedly the most financially stable showroom tenants. Specifically, the collateral 
was able to eliminate gift and accessories tenants, which have historically proven to be from the weakest showroom 
industry segment. The remaining showroom and tradeshow space is used by tenants such as the Steelcase, Holly Hunt, 
Ltd., Haworth, Herman Miller, Allsteel Inc., and Baker Knapp & Tubbs, to name a few. The majority of the larger showroom 
tenants are part of the Contract market type and are related to the office furniture showroom space. TheMART has 
the largest collection of office furniture vendors in the country and hosts the annual NeoCon tradeshow, dedicated to 
commercial office design. The show has been held for 49 years and attracts 50,000 design professionals and over 500 
firms. Overall, the tradeshow space is used for over 20 shows per year related to the apparel, high-end home furnishings 
and office furniture industries.
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DBRS ROLLOVER SCHEDULE

Year SF % of NRA Rolling Cum. % of NRA Rolling
% of DBRS UW Base 

Rent Rolling
Cum. % of DBRS UW 

Base Rent Rolling

Vacant 173,832 4.8% 4.8% 0.0% 0.0%

2016 26,711 0.7% 5.5% 0.8% 0.8%

2017 251,375 6.9% 12.4% 7.5% 8.2%

2018 375,781 10.3% 22.7% 10.1% 18.4%

2019 167,714 4.6% 27.3% 5.7% 24.1%

2020 286,440 7.9% 35.1% 8.5% 32.6%

2021 323,881 8.9% 44.0% 9.3% 41.8%

2022 483,486 13.3% 57.3% 13.3% 55.2%

2023 171,883 4.7% 62.0% 5.0% 60.2%

2024 191,962 5.3% 67.2% 5.2% 65.4%

2025 298,690 8.2% 75.4% 9.5% 74.9%

Beyond 896,975 24.6% 100.0% 25.1% 100.0%

Rollover throughout the loan term is relatively granular, with only 44.0% of the space and 41.8% of the DBRS UW base 
rent rolling through the loan term. Overall, the largest concentrations occur in 2018 and 2022, with 10.3% and 13.3% of 
the NRA coming due, respectively. Lastly, nearly 37.0% of the building based on sf is leased to investment-grade tenants, 
and 23.0% of the of the building based on sf is leased to investment-grade tenants with lease terms that extend at least 
three years beyond the five-year loan term.

Overall, the DBRS UW rents for the subject’s 
various space types are generally in line with 
the local submarket and appraiser’s concluded 
market rents for the property. The DBRS UW 
rents for office space are well below the appraiser’s 
concluded figure. The DBRS figure reflects a 
number of the older and large space leases which 
have rental rates in the $30.00 psf to $35.00 
psf range. The newest leases, including Kellog, 
Caterpillar and ConAgra have base lease rates of 
$50.00 psf, $39.00 psf and $37.50 psf, respectively. 
In general, and across all space types, the subject 
has shown an increase in base rental rates over the 
last five years.

APPRAISER’S CONCLUDED MARKET RENT BY FLOOR - OFFICE

Space Type SF1

Market Rent 
PSF

DBRS  
UW Gross Rent1

Apparel  21,848 $28.00 $27.44 

Casual  272,156 $38.00 $38.02 

Contract  548,750 $50.00 $45.74 

Design Resource Center  4,316 $60.00 $59.96 

Home Furnishings - 6th floor  194,807 $55.00 $55.20 

Home Furnishings - 14th floor  174,588 $45.00 $41.29 

Luxehome  111,854 $60.00 $55.25 

Office  1,996,195 $38.00 $35.86 

Retail  80,171 $50.00 $40.72 

Food Court  4,336 $100.00 $102.22 

Storage  21,227 $20.00 $18.85 

Source: Appraisal.
1. Per DBRS UW.
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Market Overview

The property resides on the north bank of the Chicago River in the River North submarket of Chicago, located between 
North Wells Street and North Orleans Street just past the northern edge of the downtown Loop (the Loop). There are 
two transit stations—Ogilvie Transportation Center and Union Station—located about one mile southwest of the subject 
property that link the downtown area with commuter trains to the suburbs. Additionally, there are numerous Chicago 
Transit Authority (CTA) bus and train lines with stops within immediate proximity of the subject, including one connected 
to the second floor of the subject. During warmer months, Chicago Water Taxi operates a commuter boat on the Chicago 
River, which connects the subject to rail stations as well as North Michigan Avenue.

The surrounding area primarily consists of office buildings with ground-floor retail and high-rise multifamily buildings. 
Immediately west of the subject is the Wolf Point development, which, when completed, will contain over 2.0 million sf 
of residential, hotel and office space. Notably, the city of Chicago is in the process of finishing the redevelopment of the 
area along the Chicago River near the collateral. The Riverwalk redevelopment is expected to be completed by YE2016 
and, once finished, will act as a public space built out with restaurants and retailers. 

LOCAL ECONOMY
Chicago is home to the headquarters of 29 Fortune 500 companies and acts as the economic capital of the Midwest. 
Major economic drivers in the city include the manufacturing, printing, publishing, insurance and food processing sectors 
and top area employers such as the U.S. Government, Advocate Health System, the University of Chicago and United 
Continental Holdings, Inc. As a result of its central location, Chicago also acts as a main transportation and distribution 
center in the United States. Moreover, the city has a considerable presence in the financial sector, housing one of the 
nation’s Federal Reserve Banks, five major financial exchanges in the city as well as several banks and other financial 
institutions in the LOOP. The financial exchanges in the city consist of the Chicago Stock Exchange (CHX), the Chicago 
Board Options Exchange (CBOE), the Chicago Mercantile Exchange (CME), the Chicago Board of Trade (CBOT) and 
NYSE Arca. Finally, Northern Trust, Chase Bank, BMO Harris Bank, Wintrust Financial and First Midwest Bank are all 
headquartered throughout Chicago.

As of the 2013 U.S. Census, the Chicago MSA reported a population of 9.6 million residents, which classifies the metropolitan 
area as the third-largest MSA in the United States. The median household income in the Chicago Region is estimated to 
be $60,843 per annum, which is roughly 13.9% greater than the national median household income. According to the U.S. 
Bureau of Labor Statistics, as of July 2016, the Chicago-Joliet-Naperville metropolitan area had an unemployment rate 
of 5.6%, comparing favorably with the 5.8% state average but unfavorably with the 4.9% national average at that time. 
However, even though the MSA’s unemployment is currently higher than the national average, unemployment in the 
Greater Chicago Area has been continuously improving since its 11.0% peak in July 2011, decreasing by 0.6% from July 2015. 

Overall, the appraisal notes that national recovery trends have positively driven the demand and output in the Chicago 
Region but at a comparatively slower pace than in other areas around the country. In general, the appraisal states that 
Chicago’s capacity to further establish itself as an international business center and its ability to attract and retain corporate 
headquarters will be crucial components of Chicago’s recovery. 

OFFICE MARKET
The Chicago CBD is composed of seven distinct submarkets: Central Loop, West Loop, East Loop, North Michigan Avenue, 
Fulton Market District, Far West Loop and River North. According to the appraisal, in Q1 2016, the Chicago CBD contained 
almost 127.1 million sf of office space, which accounted for 56.0% of the Chicago metropolitan area inventory. During 
this time, the office market reported an overall vacancy rate of 12.9% and overall WA gross rent of $35.61 psf. Notably, the 
current rental rates in the CBD surpassed their prior peak of roughly $32 psf from YE2009.
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CHICAGO CBD OFFICE MARKET STATISTICS |  Q1 2016

Submarket Inventory

Overall 
Vacancy 

Rate

Direct  
Vacancy 

Rate
YTD Leasing 

Activity
SF Under 

Construction

YTD Direct 
Net  

Absorption

YTD 
Overall Net 
Absorption

Overall 
Gross Rent

Direct  
Class A 

Gross Rent

Central Loop 36,247,671 12.0% 11.1% 400,794 n/a 65,117 44,895 $33.66 $40.27 

West Loop 44,629,803 13.1% 11.7% 605,228 2,273,333 8,506 36,079 $38.07 $42.24 

East Loop 21,101,886 14.6% 14.3% 180,030 n/a 168,840 161,474 $33.56 $38.92 

North Michigan Ave. 7,916,630 13.4% 12.6% 87,887 n/a 78,890 49,378 $34.58 $38.18 

River North 13,929,070 12.0% 11.0% 184,851 n/a -8,156 18,044 $38.74 $43.81 

Fulton Market District 1,205,978 9.2% 5.0% 0 n/a -3,022 -3,022 $32.73 $39.50 

Fair West Loop 2,039,781 11.6% 11.6% 2,450 n/a -17,766 -17,766 $25.35 n/a

Total/Wtd. Avg. 127,070,819 12.9% 11.9% 1,461,240 2,273,333 292,409 289,082 $35.61 $41.12 

Source: Appraisal

There was a significant increase in leasing velocity in Q1 2016 compared with the YTD leasing volume from Q1 2015. 
Overall, nearly 1.5 million sf of leases were executed, resulting in a 29.3% increase in leasing volume from the year prior. 
Select notable leasing activity in 2016 comprised CNA Financial’s 277,849 sf lease in the proposed 151 North Franklin 
Street development, Echo Global Logistics’ executing an 117,101 sf lease in the 600 West Chicago Avenue building in River 
North, and Holland & Knight LLP’s renewing its 104,049 sf lease in the Citadel Center in the Central Loop. Overall, the 
appraisal notes that since the recession, absorption in the CBD has continued to improve at a relatively conservative pace.

OFFICE SUBMARKET
The subject is located in CoStar’s River North submarket, which is generally bounded by Michigan Avenue to the east, 
Chicago Avenue to the north, the Chicago River to the south and Halsted Street to the west. The submarket is densely 
developed with a mixture of office buildings, hotels, restaurants, art galleries and mixed-use developments. The area’s 
river views, entertainment venues, dining options and notable architecture make River North one of the most popular 
neighborhoods in the city to live and work. The area is also becoming more tech related, as illustrated by the number of 
tech firms located at buildings like the subject and 600 West Chicago Avenue.

COSTAR RIVER NORTH SUBMARKET DATA

Category Office; Existing
Class A Office 

Properties
Class A Office Properties 

in a 0.25 Mile Radius
Class B Office 

Properties
Class B Office Properties in a 

0.25 Mile Radius

Vacancy 6.9% 4.0% 7.2% 8.3% 7.4%

Availability 9.5% 7.4% 13.1% 10.4% 11.8%

5 Year Avg. Vacancy 9.3% 10.4% 14.1% 9.1% 9.3%

Avg. Rental Rate $34.03 $44.80 $40.35 $34.29 $36.40 

Source: CoStar as of 9/1/16

As of September 2016, office properties in the River North submarket reported an average vacancy of 6.9%, availability of 
9.5% and rental rate of $34.03 psf. Notably, the current in-place vacancy rate is lower than the five-year submarket average 
of 9.3%, and direct rental rates have been trending upward since YE2011. There are very few Class A office properties 
in River North—CoStar only lists an inventory of six—however, as expected, the Class A assets generally report higher 
rental rates and lower vacancies rates than the overall market. Expanding the search to include a quarter-mile from the 
subject produces worse results but includes 12 buildings. As indicated in the table above, Class B office properties in the 
subject’s submarket and within the immediate quarter-mile radius of the collateral are very similar and command rents 
higher than the overall market, but they also experience slightly higher vacancy rates than the overall market. The DBRS 
UW gross rent for office space at the subject is $35.86 psf, with 5.9% of the space currently vacant.
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Although CoStar and the appraisal categorize the collateral as a Class B property located in the River North submarket, 
DBRS notes that the collateral exhibits many of the high-end interior finishes and amenities of a Class A asset despite 
its older vintage. Accordingly, as a result of its prime location, amenities and high-quality office space, the collateral can 
command higher rents than the average Class B office property in River North. Overall, office rental rates at the subject 
property are 5.4% above the submarket average, 4.6% above the Class B average and 20.0% below the Class A average, 
with DBRS UW WA gross rent of $35.86 psf. Furthermore, the office space is currently 5.9% vacant, which is better than 
the overall submarket and the Class B searches.

RETAIL MARKET
As a densely populated urban city and popular location for tourists, the consistent foot traffic around Chicago allows 
major submarkets and retail corridors in the city, such as the LOOP and the Magnificent Mile, to command some of the 
highest retail rents in the country.

Within Chicago, the collateral is appraised to have a primary retail trade area that encircles a three-mile radius around the 
property. According to the appraisal, as of 2015, demographics in the primary trade area reflected an affluent population 
composed of 338,605 residents who made an average household income of $115,713. The population in the trade area is 
expected to grow by 1.1% from 2015 through 2020 to 358,299 residents—a rate consistent with national trends. During 
this time, the average household income in the trade area is forecast to increase by 3.0% to $134,393 per annum in 2020.

RETAIL SUBMARKET
According to CoStar, retail properties in the River North submarket reported an average vacancy of 5.2%, availability of 
6.4% and rental rate of $35.92 psf in September 2016. The current retail/food court in-place vacancy rate of 2.9% is similar 
to the five-year submarket average of 2.0%. In comparison to the submarket, DBRS UW retail rents at the collateral of 
$43.88 psf are above the CoStar market statistics. However, the appraiser identified six recent lease comparables with 
rental rates that ranged from $46.00 to $77.00 psf and averaged $65.54 psf, well above the DBRS UW rental rates.  

TRADESHOW MARKET
Trade marts, which are also known as market centers, are permanent purchasing locations that host vendors from various 
industries in a centralized space to sell wholesale goods. Trade markets often focus on specific sectors and only host 
vendors from one or two industries, such as the food, furniture, gifts or clothing segments.

According to the appraisal, the wholesale trade mart industry is composed of two tiers of market centers: facilities that 
compete with other markets regionally or nationally. Larger trade marts, like the subject, attract national vendors and 
command a large audience. The appraisal states that in order to successfully operate as a national trade mart, the market 
must be located in a major metropolis that is accessible by an international airport and within close proximity to hotels. 
Consequently, with an on-site hotel and location in one of the most densely populated neighborhoods in the United States, 
the collateral is well positioned to function as a national trade market.

In addition to the collateral, the appraisal identified 21 prominent merchandise marts across the country that compete on 
some level with theMART. The competitive properties are Class A wholesale design centers located across ten states. In 
general, the properties specialize in home furnishing goods. The overall occupancy of the competitive set, excluding the 
subject, is approximately 95.6%, which is similar to the subject’s 97.2% occupancy, for showroom and tradeshow space. 
Furthermore, the appraisal provided a rental range for most of the properties, which on a gross basis produces a WA rental 
rate of $23.73 psf to $39.60 psf, based on total square footage. By comparison, DBRS UW average gross rent for showroom 
and tradeshow space is $45.15 psf. For more information on how theMART compares with its competition, refer to the 
Competitive Set section of this report on page 17.
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Competitive Set

OFFICE
The appraiser identified eight recent office leases, mostly from Class A properties, to derive the concluded office market 
rent. The leases range in a number of categories, including size, from roughly 25,000 sf to 150,000 sf; floor; term length 
(average of 10.3 years); TI allowance (average of $77.01 psf ); and gross rental rate, which ranged from $35.56 psf to $46.90 
psf. The buildings also vary by size, age and location, which includes the River North, East Loop, Central Loop and West 
Loop office submarkets. The Appraiser concluded an office rental rate of $38.00 psf, which is above the current in place 
and DBRS UW rents that are $35.72 psf and $35.84 psf respectively.  However, a number of the most recently executed 
leases have rents north of $37.00 psf.

DBRS identified eight office properties that each displayed several similar characteristics as the subject property, and 
three of these properties were also included in the appraiser’s competitive set. While there are many office properties that 
could be considered comparable to the subject, none have all of the unique features present at theMART. Overall, DBRS 
selected properties that have large average floor plates, have a mixture of Class A and Class B quality assets, are located 
in the subject’s submarket, and have amenities such as food courts or are proximate to transportation. The results from 
these eight properties yielded a much higher vacancy rate of 12.2% versus the subject’s 5.9%, and a lower asking rents 
than the subject. Three Class A office properties are more modern in design, have more efficient mechanical systems 
and floor plates, and have gross asking rental rates greater than the subject’s. The Class B assets below, mostly represent 
properties constructed earlier in the 20th century, similar to the subject. They have similar architectural stylings, have 
some of the largest typical floor sizes and generally have asking rental rates less than the subject’s.

OFFICE COMPETITIVE SET

Property Address SF Typical Floor SF Class Year Built
Vacancy %/ 

Availability %
Asking Gross 
Rent Range

600 W. Chicago Avenue 1,571,386 196,423 B 1908 7.7% / 1.5%  n/a

350 N. Orleans Street 1,308,156 88,062 B 1977 24.9% / 30.6% $36.00 - $39.50

321 N. Clark Street 896,502 28,571 A 1987 3.9% / 5.1% $40.00 - $43.00

231 S. LaSalle Street 1,055,926 46,840 B 1924 14.4% / 14.6% $30.00 - $35.00

175 W. Jackson Street 1,452,390 68,095 A 1912 15.6% / 29.1% $34.50 - $36.50

233 S. Wacker Drive 3,859,845 34,373 A 1973 13.8% / 21.2% $40.00 - $48.00

20 N. Wacker Drive 915,000 35,000 B 1929 7.9% / 20.9% $34.50 - $37.00

500 W. Madison Street 1,448,095 36,347 A 1987 4.5% / 22.8% $40.00 - $42.00

Total/Wtd. Avg. Comp. Set 12,507,300 Various 12.2% / 19.1% $32.65 - $36.77

theMART - Subject (Office Space) 1,996,195 172,457 B 1930 5.9% $39.00 - $40.00

Source: CoStar and DBRS UW data
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600 WEST CHICAGO AVENUE
600 West Chicago Avenue is an eight-story, 1.5 million sf, brick and concrete 
structure located in the River North office submarket along the North Branch of 
the Chicago River approximately 0.8 miles northwest of the subject. The property 
was built in 1908 and served as a receiving and processing facility for Montgomery 
Ward. The building is on the National Register of Historic Places and was converted 
from its original use after Montgomery Ward went out of business in 2001. The 
building now serves as an office building with floor plates that are on par with the 
subject’s. It is home to such tenants as Groupon, Inc., Level 3 Communications, 
Vantage Boat Ship, Dyson and TD Ameritrade, to name a few. The building features 
1,270 parking spaces in an adjacent parking garage, is approximately five block 
west of an “L” stop and includes several restaurants on the first floor. The lobby 
and some of the tenant spaces have more modern decor, including exposed 
concrete ceilings, floors and columns. While the location of this property is not 
as prominent as the subject’s, it is located in the same submarket. It is also older 
in design and appearance and has substantially similar-sized floor plates, which 
makes it very comparable to the subject.

350 NORTH ORLEANS STREET
350 North Orleans Street is a 15-story concrete structure with metal-framed 
windows. This property is located directly west of, and is connected to, the subject 
via a second floor sky bridge. The building has large, 88,000 sf floor plates that 
house The Illinois Institute of Art, Ronin Capital, LLC and the Chicago Sun-Times 
newspaper. This property also includes a Holiday Inn hotel, and it was previously 
owned by the subject’s sponsor, Vornado. The property has large floor plates and 
is connected to the subject, which makes it a viable alternative for a tenant looking 
to occupy the subject; however, it has several drawbacks: The building’s exterior 
is dated, not historic like theMART. It also has a very plain, single-story marble 
and wood-paneled lobby and standard office building ceiling heights. Overall, 
DBRS considers this property inferior to the subject.

321 NORTH CLARK STREET
 321 North Clark Street is located two blocks east of the subject along the Main 
Branch of the Chicago River. The property is a 35-story office tower with a modern 
glass and steel facade that was built in 1987. This property features a single-story 
lobby with a floor-to-ceiling glass curtain wall and green and tan marble floors 
and walls that coincide with its 1980s construction. The building is connected to 
an adjacent Westin Hotel. It is located in the subject’s River North Office submarket 
and houses several large tenants, including the American Bar Association (200,555 
sf ), Foley and Lardner LLP (156,648 sf ) and CBRE (61,431 sf ). This building also 
has the smallest floor plates of the DBRS comparable set at 28,571 sf, but it has 
excellent availability and vacancy rates of 5.1% and 3.9%, respectively. It also has 
asking gross rents that are slightly higher than the subject at $40 psf to $43 psf. 
Overall, DBRS considers this asset very comparable to the subject given its location, 
ability to attract large tenants and asking rental rates.
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231 SOUTH LASALLE STREET
 231 South LaSalle Street is located in the Central Loop Office submarket across 
the street from the Federal Reserve Bank of Chicago and the Chicago Board of 
Trade buildings. The building, which encompasses an entire city block, was 
constructed in 1924. It comprises 1,055,926 sf spread across 23 floors with an 
average floor size of 46,840 sf, and there is a large rectangular light well that helps 
provide light to the middle of the building. The exterior is a limestone facade with 
waist-high, double-hung windows and an entrance with roman columns carved 
out of limestone. The lobby is very traditional in appearance with marble floors 
and walls, and retail tenants occupying the space around the perimeter of the 
building. The second floor, which is accessed by an escalator, is occupied by 
Wintrust Bank. In addition to the 180,000 sf occupied by Wintrust Bank, The 
North Trust Company leases 206,662 sf, and the software firm kCura occupies 
125,335 sf. The space is an impressive, classic, three-story bank floor with an 
ornamental plaster ceiling and open corridors on the third and fourth office floors. 
231 South LaSalle is a block away from the CTA “L” train and two blocks from the 
LaSalle Street commuter train station. Overall, this comparable building has many 
similarities as the subject; however, DBRS considers it slightly inferior to the 
subject, which is reflected in the lower rental rates and higher vacancy rate  
of 14.4%.

 
175 WEST JACKSON BOULEVARD

 175 West Jackson Boulevard is also located in the Central Loop Office submarket 
across the street from the Federal Reserve Bank of Chicago and the Chicago Board 
of Trade buildings, approximately a half block from the 231 South LaSalle Street 
building. The building, which encompasses an entire city block, was constructed 
in 1912. It comprises 1,452,390 sf spread across 23 floors with a typical floor size 
of 68,095 sf, and there are two square light wells that help provide light to the 
center of the building. The exterior facade is composed of terra cotta on floors 
one and two, and brick on floors three through 23. The lobby is very traditional in 
appearance with marble floors and walls, and retail tenants occupy the space 
around the perimeter of the building. Office tenants include Cars.com (185,997 
sf ); The Warranty Group, an insurance firm, (132,621 sf ); Enova International, 
Inc., an innovative financial products technology company (128,363 sf ); and the 
U.S. Securities and Exchange Commission (102,608 sf ). The entrance and lobby 
space have been renovated to reflect a modern office building. The entrance has 
a floor-to-ceiling glass curtain wall with a glass and steel canopy. The lobby space 
has newer marble floors, marble and wood-paneled walls and two glass ceiling 
atrium spaces. Retail tenants occupy space around the perimeter of the building 
and are also accessible from the lobby. 175 West Jackson is adjacent to the CTA 
“L” train and one block from the LaSalle Street commuter train station. Overall, 
this comparable building has many similarities as the subject; however, DBRS 
considers it slightly inferior to the subject, which is reflected in the lower rental 
rates and higher vacancy rate of 15.6%.
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233 SOUTH WACKER DRIVE
 Also known as Willis Tower (formerly Sears Tower), 233 South Wacker Drive is 
a modern, 110-story, glass and steel high-rise office building. The building was 
constructed in 1973 and comprises 3,859,845 sf with a typical floor plate of 34,373 
sf; however, the lower floors are about double that size. The property is located 
on the highly desirable Wacker Drive within the West Loop Office submarket. 
This iconic structure has numerous amenities, including retail and restaurant 
tenants, a fitness center, a post office branch and diligent security screening. It is 
home to numerous office tenants, including United Continental Holdings (780,358 
sf ), Schiff Hardin LLP, Dentons, Willis Group Holdings, SPSS, Inc. and Unicare. 
The property is a block from a CTA “L” train line stop and only a couple of blocks 
from three suburban commuter train lines, which makes it very accessible. Despite 
the smaller average floor plate, DBRS considers this property superior to the 
subject based on its iconic status, desirable location and the modern, more efficient 
floor plates and mechanical systems.

20 NORTH WACKER DRIVE
Also known as the Civic Opera Building, 20 North Wacker Drive is a 44-story, 
915,000 sf office tower that was constructed in 1929. The building is located in the 
West Loop Office submarket along the south branch of the Chicago River and on 
the desirable Wacker Drive. The same architect designed this building and the 
subject, and it has a limestone facade and windows similar to the subject’s. The 
average floor plate is 35,000 sf, but because of the age of the building, it has 
numerous interior concrete columns, also comparable to the subject. The lobby 
is a single-story space with beige marble floors and walls and brass elevator doors, 
and it is very traditional in appearance. Unlike the subject, the Civic Opera Building 
has a very granular rent roll, housing a number of tenants less than 2,000 sf, and 
has considerably fewer amenities than theMART. This comparable property is a 
block east of two suburban commuter train stations and two blocks west of the 
CTA “L,” which makes it very commuter friendly. Despite the nearly 21.0% 
availability, the vacancy rate is 7.9%. Overall, DBRS considers this property inferior 
to the subject.

500 WEST MADISON STREET
 500 West Madison Street, also known as the Citicorp Building, is a modern, Class 
A, 40-story office tower constructed in 1987. It comprises 1,448,095 sf and has a 
glass and steel facade and an average floor size of 36,347 sf. The property has a 
two-level lobby with a recently renovated food court on the ground floor. It 
includes a number of other retail and restaurant tenants, and on the second floor, 
it is connected to the Ogilvie Transportation Center, which is a suburban commuter 
train line. Major office tenants include the law firm of McAndrews, Held & Malloy, 
Ltd., internet travel firm Orbitz Worldwide, Inc. and the U.S. Department of 
Education. While the building has 22.8% availability, the current vacancy rate is 
4.5%. DBRS considers this property superior to the subject based on its desirable 
location, its connection to a suburban train station and the modern, more efficient 
floor plates and mechanical systems.
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SHOWROOM/ TRADESHOW
In addition to office space, the subject contains a considerable amount of tradeshow/showroom space. The appraiser 
identified 21 prominent merchandise marts across the country that compete with the collateral. The competitive properties 
are Class A wholesale design centers located across ten states. In general, the properties specialize in home furnishing 
goods, but several specialize in certain categories such as apparel or furniture, and most appear to have local to regional 
demand. A few centers, such as the AmericasMart, High Point and the Dallas Market Center are larger centers that either 
have a concentrated segment focus or are large enough to have national demand and would compete with the subject. 
Most of the competitive buildings do not have an office/retail building, but since the recession, several of the properties 
have added or expanded space designated for office space, similar to the subject. The overall occupancy of the competitive 
set, excluding the subject, is approximately 95.0%, which is comparable to the subject. For more information on how 
theMART compares with its competition, refer to the table below.

SHOWROOM/ TRADESHOW COMPETITIVE SET

Property Location SF
Year Built/ 
Renovated Occupancy

Gross Quoted Rental 
Rate Range Industry

AmericasMart Atlanta, GA 4,600,000 1957 98.0% $15.00 $45.00 
Home Furnishings/Gifts/

Apparel

Atlanta Decorative Arts Center Atlanta, GA 427,351 1960/1984 99.0% $20.00 $55.00 
Home Furnishings/Ac-

cessories

Boston Design Center Boston, MA 554,000 1919/1984 99.0% $35.00 $40.00 
Home Furnishings/ 

Accessories

California Market Center (CMC) Los Angeles, CA 2,100,000 1963-2001 89.0% n/a n/a
Apparel / Gift / Home 

Furnishings

Dallas Market Center (DMC) Dallas, TX 5,250,000 1957-1979 n/a n/a n/a
Home Furnishings/Gifts/

Apparel

Decoration and Design Building New York City, NY 584,000 1960 100.0% $75.00 $90.00 
Home Furnishings/ 

Accessories

Decoration Center of Houston Houston, TX 500,000 1975/1985 94.0% $35.06 $37.06 
Home Furnishings/ 

Accessories

Denver Merchandise Mart Denver, CO 807,000 n/a n/a n/a n/a
Home Furnishings/Gifts/

Apparel

Design Center of the Americas Dania Beach, FL 775,000 1985 84.4% $28.00 $28.00 
Home Furnishings/ 

Accessories

High Point High Point, NC 12,000,000
1900s - 
2000

n/a n/a n/a Furniture

International Market Square 
Design Center Minneapolis, MN 301,736 1985 88.0% $16.00 $30.00 

Home Furnishings/ 
Commercial Furnishings

Laguna Design Center Laguna Niguel, CA 233,996 1985 93.7% $28.00 $30.00 
Home Furnishings/ 

Accessories

Miami International Merchandise 
Mart Miami, FL 482,419 1968 88.0% $25.00 $35.00 

Home Furnishings/ 
Accessories

The New Mart Los Angeles, CA 253,000 1928/1997 98.1% $36.00 $36.00 Apparel/Furnishings/Gifts

New York Design Center New York City, NY 479,000 1926/1981 100.0% $40.00 $50.00 
Home Furnishings/ 

Accessories

New York Merchandise Mart New York City, NY 645,000 1974 92.0% $69.00 $69.00 Tableware

Pacific Design Center Los Angeles, CA 958,710 1975/1988 96.5% $24.00 $24.00 
Home and Office  

Furnishings

San Francisco Design Center San Fransisco, CA 492,993 1983 n/a n/a n/a
Home Furnishings/ 

Accessories

Seattle Design Center Seattle, WA 390,525
1973 & 
1982

n/a n/a n/a
Home Furnishings/ 

Accessories
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Washington Design Center Washington, DC 391,000 1919/1983 100.0% $25.00 $30.00 
Home Furnishings/ 

Accessories/Kitchen/
Bath

World Market Center Las Vegas, NV 4,983,663 2005/2008 100.0% $15.00 $30.00 
Furniture/Home Décor/

Gifts

Total/ Weighted Average 37,209,393 95.6% $23.73 $39.60 

theMART - Subject  
(Showroom/Tradeshow 
space)

Chicago, IL 1,542,864 1930/2016 97.2% $45.15 

High End Home  
Furnishings/ 
Commercial  

Furnishings/ Apparel

Source: Appraisal.

AMERICASMART
Built in 1957 and expanded through 2008, AmericasMart consists of three interconnected buildings located in downtown 
Atlanta, Georgia. The property houses a home furnishings, gift and apparel wholesale and design center. According to 
the appraisal, the property is 98.0% occupied and has quoted gross rental rates ranging from $15 psf to $45 psf. DBRS 
is familiar with this property due to a previous loan securitization. DBRS considers this property to be superior to the 
subject because of its size, diverse product offering and demand generated from its annual array of ten to 20 trade shows.

CALIFORNIA MARKET CENTER (CMC)
Built in phases between 1963 and 2001, CMC is the largest fashion, gift and home furnishings center on the West Coast. 
The building is located in the Fashion District in downtown Los Angeles and is generally leased to wholesale apparel 
tenants, but it also includes the Otis School of Design. According to the appraisal, the property is 98.0% occupied.

DALLAS MARKET CENTER (DMC)
This complex consists of four buildings that were built and expanded between 1957 and 1979. DMC is home to over 
1,500 permanent showrooms and 500,000 sf of temporary showroom space and a 214,000 sf exhibit hall. DMC focuses 
on the home furnishings, gifts and apparel industries, while the exhibit hall hosts a number of annual events, including 
boat, RV and car shows. According to the appraisal, the property is responsible for an estimated $1.2 billion of wholesale 
transactions. 
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HIGH POINT
High Point, also referred to as The Market, is a collection of 200 buildings and 12.0 million sf located in High Point, North 
Carolina. High Point has been in existence for over 100 years and was developed because of its proximity to many early 
American furniture manufacturers. High Point competes with the World Market in Las Vegas, but it is still considered 
the U.S. furniture capital and hosts several annual trade shows per year.

WORLD MARKET CENTER
Built in 2005 and renovated in 2008, World Market Center is a home furnishings, decor and gift wholesale design center 
located in Las Vegas. According to the appraisal, the property is 100.0% occupied and has quoted gross rental rates ranging 
from $15 psf to $30 psf. 

Sponsorship

The sponsor for this loan is Vornado Realty Trust (Vornado), one of the largest publicly traded REITS in the United States. 
The borrower is Merchandise Mart L.L.C, an entity indirectly owned and controlled by affiliates of Vornado Realty L.P. 
(VLRP), the operating partnership through which Vornado conducts its business and which holds virtually all of its assets. 
The loan is a non-recourse loan without a sponsor entity carveout guarantor. Property management is provided by the 
sponsor-affiliated company, Merchandise Mart Properties Inc. (MMPI).

The Vornado REIT was founded by Steven Roth in 1980. Through its ownership or management activities, Vornado 
has an interest in over 100 million sf of commercial space across the United States. Most of Vornado’s properties are 
concentrated in New York and Washington, D.C. For example, Vornado’s New York City portfolio is composed of three-
fifths office buildings totaling 20.2 million sf and 65 retail properties totaling 2.7 million sf. In Washington, the REIT 
has ownership interests in 2,414 residential units and 49 office properties totaling 13.0 million sf. However, the collateral 
represents Vornado’s sole Chicago portfolio. Vornado has a current equity market capitalization of over $33 billion and 
is rated investment grade.

Overall, DBRS considers Vornado to be a strong sponsor; however, only the borrower is the guarantor. In addition to having 
significant financial resources, as indicated by being rated investment grade and having an equity market capitalization of 
over $30 billion, the sponsor has significant experience managing assets similar to theMART. Through its Merchandise 
Mart division (MMPI), the sponsor has managed trade markets like the subject in Washington, D.C., New York, Los 
Angeles and Boston. Members comprising the senior management team overseeing theMART have an average of 20 years 
of service with the company.
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DBRS Analysis

SITE INSPECTION SUMMARY
Based on the DBRS site inspection and meeting with property management held on August 11, 2016, DBRS found the 
overall property quality to be Above Average.

The subject property is situated in the River North neighborhood of downtown Chicago and is bounded by Kinzie Street 
to the North, North Wells Street to the East, New Orleans Street to the West and a riverfront plaza to the South. The plaza 
includes a lunch seating area with benches, tables, umbrellas and light shrubbery. In addition to this recreational patio 
area, the plaza has good access for cars and busses to pull up to the grand entrance. Meanwhile, the eastern side of the 
building has its own “L” train station, which is elevated above street level and covered by a metallic canopy. The entrance 
onto the wooden platform is only accessible by passing through the second floor of the building. The subject is one of the 
only buildings with its own “L” train stop and has access to the heavily used Brown and Purple lines. 

The building’s facade directly overlooks the river, which gives south-facing tenants unobstructed views of the Chicago 
River and the Franklin Street Bridge and Wells Street Bridge, which connects the River North area and the Loop. The 
building’s limestone exterior has geometric design accents and is topped off with multiple green copper art deco towers. 
The iconic Chicago landmark has windows that are identical in size, evenly spaced and appear in a grid-like format. The 
entire wall of windows on the facade and the upper rim have prominent nighttime lighting. The limestone facade has worn 
and become brittle in many areas of the building. As a result, many of blocks of limestone have been repaired or replaced. 
In some areas, there are still pieces that need to be replaced, and because parts of the limestone have been replaced at 
different times, the facade is not a uniform color.
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The main entrance, located on the south side of the building, features a two-story set-back with brass doors. Within the 
main entrance, there is a spacious lobby with 20-foot tall ceilings and a polished granite floor that features a recently 
renovated grand staircase on the left-hand side. The marble staircase integrates the first and second floors of the building 
and is partially covered by red carpeting for guest seating. The seating areas along the staircase are meant for lounging 
and provide a good view of the large projection screen television. During the DBRS site tour, the staircase was full of 
people watching the Olympics. According to management, crowds routinely gather at the top of the staircase during 
popular showings. At the top of the staircase there are numerous seating areas, games and a bar area that can be used for 
private events. Management indicated that the area has been a really popular area for people that enjoy their breaks. The 
renovations added space on the second floor for a food and beverage outlet, but management is still looking for a more 
permanent food vendor. 

On the main floor of the lobby, directly across from the revolving doors, are four banks of elevators that serve different 
floors and a Guest Information Desk. According to management, the elevators have recently been retrofitted, which 
improved efficiency by 25.0%. Despite the improvement, the elevators are still slower than more modern systems, 
which may pose as an obstacle during periods of rush-hour traffic. Management has tried to offset the delay by adding 
technological improvements in the form of screens with service elevator usage requests and also by using freight elevators 
to accommodate large groups. 

In addition to providing access to the lobby area, the grand staircase and the elevator bank, the first floor is mainly 
composed of high-end luxury “Luxe Home” showroom tenants like Waterworks, Sub Zero, Miele and Pella, as well as other 
small food and beverage retail tenants. Showroom tenants are located on the periphery with particularly large window 
visibility. The second floor can be accessed via an escalator, which brings people directly into the newly remodeled food 
court area. Not only has the space been gutted and reconfigured to allow for more natural light, but new tables and chairs 
have been put into the space. The seating area of the food court flows directly into the turnstile entrances onto the “L” 
platform. During peak hours, this area experiences heavy traffic, and management noted that theMART gets an average 
of 25,000 daily visitors.

The third floor is one of three floors of commercial furnishings, and each floor 
is anchored by a major brand name tenant, which are all located on the South 
side near the river. It is important to note that the showroom space viewed by 
DBRS was mostly interior space with no natural light sources, but despite this, 
the space was very well lit. Thanks to the modern finish, openness of the space, 
great light accommodations and the nature of showroom spaces, the lack of 
natural light did not appear to be a disadvantage. 

The fourth floor is a multi-tenant office floor leased to several tenants, including 
Yelp, the Chicago Teacher’s Union, and the Chicago School of Professional 
Psychology. The interior corridors were undergoing renovation and were not 
as well illuminated as the other floors. DBRS did not tour individual tenant 



Structured Finance: CMBS 22

PRESALE REPORT — MSCBB 2016-MART SEPTEMBER 2016

suites, but both the Chicago Teacher’s Union and Chicago School of Professional Psychology spaces appear to have more 
traditional office finishes, including carpet flooring and acoustical tile ceilings. The Yelp space seemed to be more modern 
with a lobby that featured hardwood flooring and exposed concrete ceilings.

The seventh floor is dedicated specifically for the tradeshow business, the 
outdoor furnishings sector in particular. The space is on the interior of the 
building and is very generic. The walls are white and the floors are gray. The 
space is specifically designed for tradeshows and can be sectioned off with 
spots for each booth that participates in the tradeshow. TheMART hosts 
multiple large tradeshow events, like the NeoCon Tradeshow, which happens 
every year in June and December. This show attracts all types of architects 
and designers and is where 400–500 new products are introduced every year. 

The eighth floor is occupied by Allstate Insurance, which moved into its new 
space in late May 2016. The office space that theMART offers was appealing 
to Allstate because the company is trying to innovate and attract new and 
young talent. The floorplan of the space is uniquely organized, and each area 

has been labeled with the name of a Chicago neighborhood, such as the “Bronzeville” area or the “Hyde Park” area. 
Because a lot of the desks in the space do not have assigned seating, there are sensors under each desk that indicate which 
desks are available and which are in use. The use of spaces is displayed on a screen with green, red and orange indicators 
throughout the office layout. Additional technology in the space includes meeting room booking screens outside each room 
and numerous rows of apple computers. The R&D team has a particularly unique space in the office, with a garage door 
opening. The overall look of the space is characterized by a pastel color scheme with light gray, purple, blue, yellow and 
orange colors intertwined with natural-colored elements and cactuses throughout. Because a lot of the space is open, there 
are several closed-off privacy pods, which are very modern looking with comfortable foot rests and flexible configurations. 
Unique items in the space include retro-style fridges in the kitchen area and hanging chairs in a common lounge area.

DBRS also viewed Conagra’s tenant space on the 13th floor. The tenant recently occupied its 168,419 sf space after relocating 
its headquarters from Omaha, Nebraska. The layout of its new space in theMART is divided in a north, south, east, west 
format, which makes the integrated space easily navigable. The modern finishes in the space are accented by reclaimed 
wood and other elements that bring in Conagra’s rural heritage. There are cubicles with low walls for a slightly more 
collaborative environment, and interior private offices with glass walls. The natural lighting in the space exceeded the 
tenant’s expectations. The space also boasts a corridor that crosses the building from east to west and allows for window 
visibility across the entire space. 
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The 13th floor is also occupied by 1871, a technology incubator that also uses 
the 12th floor and has a combined square footage of 67,177 sf. An internal 
stairway was installed between the 12th and 13th floors to integrate the two 
levels. The composition of participants in the space includes over 500 
individual businesses ranging from three to ten employees per business, as 
well as seven universities that use space for their faculty, MBA programs and 
internships. Usage of the space comes with access to technology workshops 
on UX/UI, coding and other courses that are helpful in starting a business. 
The typical participant profiles include young professionals or people who 
are changing careers. Because of 1871’s focus on technology, there are many 
elements of the space that support a creative and forward-looking culture. 
For example, one of the conference rooms has a video robot that is directed 
by phone, an interactive non-linear screen that is appealing to architects and  

useful for other modeling purposes, mirrors with facial recognition, a 3D printing area, sound proof and ventilated phone 
booths for privacy during phone calls, and whiteboards that are made from glass but change to opaque when the filament 
is manipulated, among other technological innovations. The space is the only place in the United States that has an Apple 
Genius bar that is not open to the public. Because of the variability of tenant needs, the space has implemented several 
ways to modify and reconfigure spaces to meet size demands. The walls of conference rooms are mobile, and several 
different room types can be reserved, ranging from smaller and more creative spaces, to larger and more professional 
office rooms. One segment of the office is a hallway that is lined with huge modern art pieces in between office rooms 
that have keypad access. This hallway is meant for more mature businesses and is located near another hallway that is 
meant for the university spaces being rented.

Last, DBRS viewed Motorola Mobility’s tenant space on the 17th and 18th floors. The space boasts 16-foot ceilings (the 
highest ceilings in the building), has a private elevator bank and a lobby area with a security checkpoint. A renovation of 
the unit combined the 17th and 18th floors with a grand staircase that is said to resemble a creative-looking bird cage or 
a modern barn. The staircase leads to the upper level, which also gives access to the Riverview Lounge, a lunch spot for 
employees overlooking the river, and the private wooden rooftop deck with lounge seating. The rooftop exposes an area 
of the building with interior window wells, which gives more natural light to lower level floors on the interior. The tenant 
stated that because of its attractive location, the rooftop has been used for multiple external events. 

In addition to viewing tenant-occupied spaces, DBRS viewed a 15,000 sf vacant space on the second floor. The vacant 
space that was viewed during the time of the site inspection is representative of the other vacant spaces because it has 
the same layout as all the other vacant spaces. The observed vacant space was in raw condition after being stripped of its 
previous showroom build-out, with columns throughout the space and a wall of windows overlooking the riverbank. The 
number of columns and their density throughout the space did not appear to be detrimental to the openness of the space. 
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DBRS NCF SUMMARY

NCF ANALYSIS

2013 2014 2015 2016 Budget Issuer NCF DBRS NCF NCF Variance

Potential Base Rent $97,901,000 $112,317,000 $118,954,000 $126,826,753 $132,731,855 $139,730,313 5.3%

Expense Reimbursements $5,286,000 $5,116,000 $5,832,000 $5,685,247 $5,678,970 $6,668,376 17.4%

Other Income $5,482,000 $7,922,000 $8,956,000 $8,260,543 $8,260,543 $7,729,780 -6.4%

GPR $108,669,000 $125,355,000 $133,742,000 $140,772,543 $146,671,367 $154,128,468 5.1%

Vacancy $0 $0 $0 -$10,559,151 $0 -$12,028,710 -100.0%

Rent Abatements/Credit Loss -$12,460,000 -$23,423,000 -$13,277,000 -$436,407 $0 $0 0.0%

EGI $96,209,000 $101,932,000 $120,465,000 $129,776,985 $146,671,367 $142,099,759 -3.1%

Management $3,132,000 $3,583,000 $4,021,000 $4,320,374 $1,000,000 $2,000,000 100.0%

G&A $2,610,000 $3,122,000 $3,212,000 $3,216,163 $3,216,163 $3,156,667 -1.8%

Utilities $5,693,000 $8,439,000 $9,328,000 $10,072,919 $10,072,919 $10,072,919 0.0%

Cleaning $2,544,000 $3,367,000 $3,753,000 $1,470,727 $4,130,686 $4,130,686 0.0%

R&M $1,696,000 $2,158,000 $1,959,000 $2,440,252 $1,793,429 $1,937,667 8.0%

Payroll & Fringes $7,017,000 $6,605,000 $7,228,000 $7,784,526 $7,784,526 $7,784,526 0.0%

Security $0 $0 $0 $0 $0 $0 0.0%

Other $1,046,000 $1,110,000 $943,000 $2,659,959 $646,823 $1,033,000 0.0%

Total Variable Expenses $23,738,000 $28,384,000 $30,444,000 $31,964,920 $28,644,546 $30,115,464 5.1%

Real Estate Taxes $15,581,000 $15,792,000 $16,110,000 $17,729,040 $17,729,040 $19,932,000 12.4%

Insurance $1,066,000 $961,000 $1,097,000 $1,001,229 $1,001,229 $996,960 -0.4%

Total Fixed Expenses $16,647,000 $16,753,000 $17,207,000 $18,730,269 $18,730,269 $20,928,960 11.7%

Total Expenses $40,385,000 $45,137,000 $47,651,000 $50,695,189 $47,374,815 $51,044,424 7.7%

NOI $55,824,000 $56,795,000 $72,814,000 $79,081,796 $99,296,552 $91,055,334 -8.3%

Capex $0 $0 $0 $0 $1,240,584 $1,365,486 10.1%

TI $0 $0 $0 $0 $4,093,731 $7,439,655 81.7%

LC $0 $0 $0 $0 $3,105,790 $1,852,253 -40.4%

Unreserved Free Rent $0 $0 $0 $0 $0 $598,783 -100.0%

NCF $55,824,000 $56,795,000 $72,814,000 $79,081,796 $90,856,446.79 $79,799,156 -12.2%

DBRS underwrote GPR based on leases in place as of the August 1, 2016, rent roll, with vacant space grossed up at the 
appraiser’s estimate of market rent. Contractual rent steps were accepted through April 1, 2017. Furthermore, DBRS 
underwrote the average rent for long-term, investment-grade tenants, with a $1.5 million increase over the current in-place 
rents. DBRS applied a market rent adjustment to office, retail and storage tenants that had in-place gross rents greater 
than 110.0% of the market rent and an adjustment to showroom space tenants with gross rents greater than 115.0% of their 
respective market rent. This produced a markdown of $601,554. Vacancy was underwritten at 10.0% of gross rent for all 
space types except storage and other space, which were underwritten at their actual vacancy amounts of 43.8% and 51.5%, 
respectively. DBRS made further adjustments to the vacancy loss for investment-grade tenants with lease expirations at 
least three years beyond the loan term. The overall vacancy loss applied was 7.8% of total gross income, which is greater 
than the subject’s ten-year average vacancy of 4.9%, the current vacancy of 4.8% and the CoStar market data. 

Reimbursements were based on the individual tenant leases in place and total underwritten expenses. An additional 
gross-up was included to account for the increased underwritten expenses over the 2016 budgeted figure. The underwritten 



Structured Finance: CMBS 25

PRESALE REPORT — MSCBB 2016-MART SEPTEMBER 2016

expense reimbursement ratio of 15.8% is slightly above the budgeted level of 13.5% as well as historical levels that have 
ranged from 13.1% to 14.6%. Other income was primarily underwritten to the 2016 budgeted level and included sub-metered 
electric income, contract services income and other miscellaneous items, which were underwritten to a historical average. 
Other Income represents 5.4% of DBRS UW EGI, which is below the 2015 budgeted level of 6.3% and recent historical 
levels that have ranged from 5.6% to 7.7% since 2013. The resulting DBRS UW EGI is 9.5% above the 2016 budget and 18.0% 
above the 2015 actual EGI. The DBRS EGI is inflated because of the additional rent credit for the long-term, investment-
grade tenants and additional recovery income. Furthermore, the 2016 budget is net of approximately $14,374,000 of rent 
abatements owed to tenants. Adjusted for the rent abatements, the 2016 budgeted EGI is 1.4% greater than the DBRS UW 
EGI. Free rent owed to tenants through the end of 2017 was reserved for at closing.

Operating expenses were generally underwritten based on the borrower’s 2016 budgeted estimates; a few expense 
categories, such as miscellaneous operating, repairs & maintenance and other administrative, were underwritten to 
historical averages. DBRS capped the management fee at $2.0 million, or 1.4% of EGI, which is less than the approximately 
3.5% of EGI historical expense. The property is managed by a sponsor-related entity, and management fees over $1.0 
million annually are subordinate to the loan. Real estate taxes were based on the 2016 budgeted tax liability estimate plus 
20.0%. The City of Chicago recently announced four years of substantial tax rate increases. The entire city is supposed to 
see an average tax increase of 13.0% for 2016 taxes payable in 2017, plus three additional years of tax rate increases, and 
the average assessments went up 9.3% for the 2015 taxes payable in 2016. While no specific rate information is available, 
the City is estimating a larger increase for properties located in the CBD. Total expenses have ranged from $40.4 million 
to $47.7 million since 2013. The DBRS UW total expenses of $51.0 million is 0.7% greater than the 2016 budget and 0.7% 
lower than the appraiser’s estimate.

Below-the-line deductions included $0.37 psf for capex, which reflects the engineer’s inflated recommendation 
of $16,385,858 over a 12-year period. TI and LC assumptions by space type are presented in the table below. The TI 
assumptions were based on the appraiser’s estimates and recent leasing data. The tradeshow space has no TI estimates, 
as this space is open space that accommodates temporary booths and tables. LCs were not applied to the showroom 
space, as this space has historically been leased directly to tenants through the management office, and any commission 
costs are included in the marketing expense. DBRS underwrote a marketing expense that was 5.5% greater than the 2016 
budget and 33.5% greater than the 2015 actual expense. The total DBRS underwritten TI/LC figure totaled $9.3 million 
($2.55 psf ). DBRS also applied a $598,783 penalty for free rent owed to tenants through 2022 but not reserved at closing. 
The resulting DBRS NCF was $79,799,156, a variance of -12.2% to the Issuer’s NCF.

LEASING ALLOWANCE ASSUMPTIONS

Space Type Term (yrs) Renewal % TI - New TI - Renewal LC - New LC - Renewal

Apparel 3.0 65.00% $10.00 $5.00 0.00% 0.00%

Casual 5.0 65.00% $15.00 $7.50 0.00% 0.00%

Contract 5.0 65.00% $15.00 $7.50 0.00% 0.00%

Furnishings - 6th Flr 10.0 65.00% $30.00 $15.00 0.00% 0.00%

Furnishings - 14th Flr 10.0 65.00% $30.00 $15.00 0.00% 0.00%

LuxeHome 10.0 65.00% $30.00 $15.00 0.00% 0.00%

Design Resource Ctr. 10.0 65.00% $10.00 $5.00 0.00% 0.00%

Tradeshow 10.0 65.00% $0.00 $0.00 0.00% 0.00%

Office 10.0 65.00% $65.00 $35.00 6.00% 4.00%

Retail 10.0 65.00% $50.00 $25.00 6.00% 4.00%

Food Court 10.0 65.00% $50.00 $25.00 6.00% 4.00%

Storage 5.0 65.00% $0.00 $0.00 0.00% 0.00%

Other 5.0 65.00% $0.00 $0.00 6.00% 4.00%
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DBRS VALUE ANALYSIS
Cushman & Wakefield has determined the as-is value of the property to be $1.640 billion based on a 6.0% cap rate. The 
DBRS value is $968.7 million and is calculated by applying a WA 8.24% cap rate to the DBRS UW NCF. The WA cap rate 
is based on an 8.0% cap rate applied to the office, retail and storage space and an 8.5% cap rate on the showroom and 
tradeshow space. The 8.0% cap rate is above the 7.75% cap rate applied to 300 North LaSalle (BAMLL 2013-300N ), as 
that property is of Class A caliber, whereas the subject is of a Class B caliber with some Class A features. The 8.5% cap 
rate applied to the showroom and tradeshow space is lower than the rates applied to other Mart properties DBRS has 
assessed because of the subject’s ability to easily convert the space to office use. According to the Q2 2016 PwC Real 
Estate Investor Survey, the average cap rate for Chicago office properties is 7.36%, with a range of 5.00% to 10.00%. The 
appraiser’s cap rate at the low end of this range is considered reasonable given the desirability of the asset and its stable 
occupancy history. DBRS research has found that issuance cap rates (Issuer UW NCF divided by Appraised Value) for 
Chicago CBD office properties securitized in CMBS transactions, regardless of location or quality, have not exhibited an 
average cap rate above 7.00% since 2007. For the 2015 vintage, the average cap rate was 6.7%. The DBRS value represents 
a 40.9% discount to the appraiser’s value and is equivalent to $265.50 psf. According to CoStar data, comparable sales 
(since September 2014, for Class A and B properties with more than 500,000 sf ) have an average sale price of $304.33, 
which is well above the DBRS value and loan amount.
 
Sales Comps - 2014 to 2016

Address Class Star Rating Sale Date Sale Price Sale Price PSF

233 S Wacker Dr A 5 Star 6/2015 $1,300,000,000 $336.80

353 N Clark St A 5 Star 12/2014 $715,000,000 $603.76

200 E Randolph St A 5 Star 10/2015 $712,000,000 $260.05

1 N Wacker Dr A 5 Star 1/2015 $380,460,000 $276.95

350 N Orleans St B 4 Star 6/2015 $378,000,000 $288.96

1 S Wacker Dr A 4 Star 5/2015 $344,000,000 $287.83

321 N Clark St A 5 Star 8/2016 $340,100,000 $379.36

333 W Wacker Dr A 5 Star 11/2015 $320,500,000 $369.32

111 N Canal St B 4 Star 5/2015 $304,000,000 $353.49

1000 W Fulton St A 4 Star 6/2016 $303,597,000 $571.54

1-33 S State St A 3 Star 4/2016 $267,000,000 $283.34

55 W Monroe St A 4 Star 9/2014 $243,250,000 $302.47

1 N Dearborn St B 3 Star 10/2015 $202,000,000 $214.82

180 N LaSalle St A 4 Star 1/2016 $198,500,000 $253.94

200 W Adams St B 4 Star 11/2015 $168,250,000 $246.29

10 S LaSalle St A 4 Star 12/2015 $165,000,000 $212.59

515 N State St A 4 Star 1/2015 $138,250,000 $201.83

525 W Van Buren St A 4 Star 8/2015 $135,000,000 $258.58

515 N State St A 4 Star 3/2015 $55,000,000 $80.29

theMart - Subject B 4 Star 4/1998 $369,145,000 $92.29
10th Percentile $210

25th Percentile $250

50th Percentile $283

75th Percentile $345

90th Percentile $418

Source: CoStar.
Note: Table consists of sales of Class A and B office buildings, greater than 500,000 sf in the Chicago CBD since 9/1/2014. 
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DBRS SIZING HURDLES
DBRS sized the loan based on the more constraining of the DSCR 
and the LTV hurdles after adjustments were made for the subject’s 
desirable location, historically stable occupancy and strong tenant 
mix. As the LTV hurdles resulted in fewer proceeds at each rating 
category, these hurdles were used. The resulting LTV urdles for 

each rating category listed in the table to the left:

Loan Detail & Structural Features 

Collateral: Security for the loan includes, but is not restricted to, the following:
• First-priority mortgage lien on the fee interest in the property.

• A first-priority security interest in the clearing account, deposit account and all subaccounts. 

• An assignment of leases and rents.

Trigger Period: A trigger period shall begin upon the occurrence of an EOD or the commencement of a low debt yield 
sweep event and shall end when any EOD has been cured or the low debt yield period has ended.

Low Debt Yield Sweep Event: A low debt yield sweep event shall commence when the debt yield falls below 7.25% at 
the end of each calendar quarter and shall end when the debt yield has risen above 7.25% for at least two consecutive 
quarters. The borrower can avoid a low debt yield period by posting cash collateral in an amount that, when applied to 
the outstanding balance, would cause the debt yield to exceed 7.25% for two consecutive quarters, provided that no EOD 
is then continuing.

Cash Management: The borrower shall direct all tenants to remit payments to the clearing account, and the borrower 
shall deposit any payments it receives within one business day. Funds on deposit in the clearing account shall be swept 
daily to the deposit account. 

Amounts in the deposit account shall be applied as follows:
• First, to the tax account in an amount required under the loan agreement;

• Second, to the insurance account in an amount required under the loan agreement;

• Third, to pay the debt service due on such monthly payment date;

• Fourth, to pay for any other amounts due under the loan documents due on such monthly payment date;

• Fifth, to the borrower, to pay for budgeted approved monthly operating expenses;

• Sixth, to the borrower, to pay approved extraordinary operating expenses;

• Seventh, 

1. During a trigger period all remaining amounts will be deposited into the cash collateral account; or
2.  Provided that no trigger period is continuing, all available cash flow will be disbursed to the borrower.

Reserves: Should a trigger period commence, reserves for real estate taxes and insurance (if an acceptable blanket policy 
is no longer in place) will be collected on a monthly basis. All available cash will be transferred into the cash collateral 
account to be held by the mortgage lender as collateral for the loan if a trigger period is ongoing. Upon conclusion of the 
trigger period, funds in the cash collateral account not previously disbursed will be disbursed to the borrower. In the 
EOD, the lender will have the right, but not the obligation, to apply any and all funds in the cash collateral account to the 
subject loan.

Recourse Carveouts: There is no nonrecourse carveout guarantor, and in no event will the Loan Sponsor be obligated 
to make payments under the Mortgage Loan

DBRS SIZING PER RATING CATEGORY

Rating DBRS LTV Hurdle

AAA (sf) 47.433%

AA (low) (sf) 57.973%

A (low) (sf) 64.726%

BBB (sf) 69.679%
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Additional Debt: No future mezzanine or subordinate debt is permitted. Unsecured debt, trade payables and equipment 
financing with a maximum aggregate balance of 3.00% of the original balance of the mortgage loan and which are paid 
within 60 days of being incurred are permitted.

Transfer: Transferee Borrower shall be Controlled by a Person who (1) is a Qualified Transferee owning, directly or 
indirectly, not less than 25.0% of the equity interests in Transferee Borrower and (2) is a Permitted Transferee. The loan 
agreement defines a Permitted Transferee as (a) a pension fund, pension trust or pension account or a sovereign wealth 
fund that immediately prior to such transfer owns, directly or indirectly, total real estate assets of at least $1,500,000,000; 
(b) a fund advisor who (i) immediately prior to such transfer, controls, directly or indirectly, at least $1,500,000,000 of 
real estate assets and (ii) is acting on behalf of one or more of the Persons that, in the aggregate, satisfy the requirements 
of clause (a) of this definition; (c) an insurance company that is subject to supervision by the insurance commissioner, or 
a similar official or agency, of a state or territory of the United States (including the District of Columbia) (i) with a net 
worth, determined as of a date no more than six months prior to the date of the transfer of at least $750,000,000 and (ii) 
who, immediately prior to such transfer, controls, directly or indirectly, real estate assets of at least $1,500,000,000; (d) a 
corporation organized under the banking laws of the United States or any state or territory of the United States (including 
the District of Columbia) (i) with a combined capital and surplus of at least $750,000,000 and (ii) which, immediately 
prior to such transfer, controls, directly or indirectly, real estate assets of at least $1,500,000,000; (e) any Person (i) who 
owns or operates at least 5,000,000 sf of commercial real estate, including at least five office buildings (exclusive of the 
Property), (ii) who has a net worth, determined as of a date no more than six months prior to the date of such transfer, of 
at least $750,000,000 and (iii) who, immediately prior to such transfer, controls, directly or indirectly, real estate assets of 
at least $1,500,000,000 (exclusive of the Property); (f ) any Person for whom more than 50.0% of the ownership interests 
are owned directly or indirectly by any of the entities listed in subsections (a) through (e) of this definition of “Permitted 
Transferee,” or any combination of more than one such entity, and who is Controlled directly or indirectly by such entity 
or entities; or (g) any Person for whom more than 20.0% of the ownership interests are owned directly or indirectly by 
any of the entities listed in subsections (a) or (b) of this definition of “Permitted Transferee,” or any combination of both 
such entities, and who is Controlled directly or indirectly by such entity or entities. All transfers require rating agency 
confirmation.

Mortgage Loan Events of Default: EODs include, among other items, (1) if any payment of principal or interest is not 
paid when due; (2) the Prepayment Fee or Yield Maintenance Amount is not paid when due; (3) if any other payment is 
not paid in full within ten business days of being due; (4) subject to the Borrower’s right to contest pursuant to the terms 
of this Agreement, if any of the Property Taxes or Other Charges are not paid when due; (5) if the required insurance 
policies are not kept in full force and effect; (6) if, except as permitted under this Agreement (including all Permitted 
Transfers), a Transfer occurs; (7) if representation or warranty or any report, certificate or financial file furnished to the 
lender is false or misleading in any material way; (8) if the Borrower or Guarantor shall make a general assignment for 
the benefit of creditors; (9) if a receiver, liquidator or trustee is appointed to any of the borrowers; (10) if the Borrower 
attempts to assign its rights under this Agreement or any of the other Loan Documents or any interest herein or therein in 
contravention of the Loan Documents; (11) if any of the assumptions contained in the Insolvency Opinion, or in any other 
non-consolidation opinion delivered to Lender in connection with the Loan, is or shall become untrue; (12) breach of the 
covenants set forth in Sections 4.4, 4.23 or 4.3; (13) if the Property becomes subject to any mechanic’s, materialman’s or 
other Lien except a Permitted Encumbrance or a Lien for Property Taxes; (14) the alteration, improvement, demolition or 
removal of any of the Improvements without the prior consent of Lender; (15) if the Management Agreement is terminated 
and a Qualified Manager, or any other property manager reasonably approved by Lender, is not appointed as a replacement 
manager pursuant to the provisions of this Agreement; (16) if the Borrower or any Person owning a direct or indirect 
ownership interest in the Borrower shall be convicted of a Patriot Act offense by a court of competent jurisdiction; (17) if 
the Borrower breaches any covenant contained Section 4.9 and fails to cure such breach within ten days after the Lender’s 
written notice to Borrower; and (18) if the Borrower or Guarantor shall continue to be in Default under any of the other 
terms, covenants or conditions of this Agreement or any other Loan Document not specified above.

Insurance: Borrower must maintain all risk property insurance, with no exclusions for damage caused by acts of terrorism, 
in an amount equal to full replacement cost. The coverage for acts of terrorism is subject to a premium cap at two times 
the cost of all risk coverage excluding acts of terrorism. The borrower must also maintain business interruption insurance 
covering the period from the time of casualty to the completion of repairs. An extended period of indemnity endorsement 
of 24 months from completion of repairs is also required. 
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Fees: The borrower shall not be responsible for the annual servicing fee, any setup fees or expenses incurred by the servicer 
or special servicer. It shall be not be responsible for all other fees, costs and expenses of the servicers. The borrower 
shall be required to pay, among other items, any fees and expenses of the servicer and any reasonable third-party fees 
and expenses in connection with (1) interest advances; (2) special servicing fees not to exceed 0.25% of the loan amount; 
(3) workout fees not to exceed 0.25% of each collection of interest and principal collections; (4) liquidation fees not to 
exceed 0.25% of liquidation proceeds; and (5) during the continuance of an Event of Default and for so long as the Loan 
is specially serviced, the cost of any property inspections and/or appraisals of the Property.

Transaction Structural Features 

The Whole Loan and the Notes: The Notes evidencing the Whole Loan are designated as Note A-1-A, Note A-1-B, Note 
A-1-C, Note A-1-D, Note A-1-E, Note A-1-F and Note A 1-G. Note A-1-A, Note A-1-B and Note A-1-C are collectively referred to 
as the Trust Notes, each Note is componentized into four components (each, a Component): Component A, Component B, 
Component C and Component D. Prior to an Event of Default, interest payments of the Whole Loan are paid to Component 
A, Component B, Component C and Component D of each Component Note on a pari passu basis; principal payments 
of the Whole Loan are paid to Component A, Component B, Component C and Component D of each Component Note 
sequentially, in that order. After the occurrence of an Event of Default, interests payments and principal payments of 
the Whole Loan are paid to Component A, Component B, Component C and Component D of each Component Note 
sequentially. 

Note A-1-D, Note A-1-E, Note A-1-F and Note A 1-G are collectively referred to as the Companion Loan. The Companion 
Loan will not be an asset of the Issuing Entity and will not back any of the Certificates. The Certificates will represent 
beneficial interests only in the Trust Notes that comprise the Mortgage Loan.

Controlling Note: Pursuant to the Intercreditor Agreement, Note A-1-A shall be the Controlling Note.

Consultation Rights of the Companion Loan Holder: Pursuant to the terms of the Intercreditor Agreement and subject 
to certain conditions and limitations, the Servicer and the Special Servicer, as applicable, will be required to consult, on 
a strictly non-binding basis, with the Companion Loan Holder.

Pari Passu Loan Servicing: The entire whole loan, including the non-trust companion loans, will be serviced and 
administered by the servicer, special servicer and trustee pursuant to the TSA for this transaction in accordance with the 
Co-Lender Agreement.

Payment of Special Servicing Fees and Other Expenses: The borrower is responsible for reimbursing the trust for, 
among other items, special servicing fees, liquidation fees, workout fees and interest on advances. Passing these expenses 
on to the borrower insulates the trust from a non-credit-related downgrade. In addition, the master servicer will be 
required to advance special servicer fees (but not workout or liquidation fees). While this has the effect of lowering the 
likelihood of interest shortfalls to subordinate bonds as a result of the borrower’s incurring these fees, it ultimately comes 
at the expense of lower proceeds available for principal repayment, as the master servicer must be reimbursed for these 
advances. Given the relatively small potential size of such advances (the special servicer annual fee rate is 0.25%), DBRS 
does not consider this structural feature to have a material negative impact on the investment-grade certificates.

Disclosable Special Servicer Fees: Each collection period, the special servicer is required to provide the trustee with 
an itemized report of all disclosable special servicing fees. These fees are defined as any compensation or remuneration 
(including, but not limited to, commissions, brokerage fees, rebates and any fee-sharing arrangement) received or retained 
by the special servicer or any of its affiliates that is paid in connection with the disposition or workout of the trust mortgage 
loan (or REO property, in the EOD and foreclosure on the subject property).

Liquidation Fee: To the extent that the loan has become specially serviced solely as a result of the failure to make the 
balloon payment and the loan is refinanced within four months of the maturity date, the special servicer will only receive 
a liquidation fee of 0.25%. Special Servicer will not be entitled to receive a Liquidation Fee in connection with (1) a 
repurchase by a Mortgage Loan Seller of its respective Mortgage Loan Seller Percentage Interest in the Mortgage Loan 
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pursuant to the applicable Mortgage Loan Purchase Agreement; (2) a sale of the Mortgage Loan or the Companion Loan by 
the Special Servicer to an Interested Person pursuant to the TSA; or (3) a purchase of the Mortgage Loan or the Companion 
Loan by a mezzanine lender pursuant to any purchase option granted in the related mezzanine intercreditor agreement

No Downgrade Confirmation: This transaction contemplates waivers of no downgrade confirmations. It is the intent of 
DBRS to waive rating agency confirmations, yet also to receive notice upon their occurrence. DBRS will review all changes 
as a part of its monthly surveillance. DBRS will not waive rating agency confirmations that affect any party involved in 
the operational risk of the transaction (i.e., replacement of master servicer, special servicer, etc.).

Surveillance

DBRS will perform monthly analytics, surveying the portfolio for delinquencies, prepayments, loan trigger events and 
corresponding DSCR volatility. DBRS publishes the results of its findings in its monthly surveillance report, summarizing 
credit issues and the impact on the outstanding ratings of this transaction.

CMBS Rating Methodology – Highlights

DBRS begins its rating process by sampling the loan pool. In contrast to diverse multi-borrower transactions that have 
over 20 loans, some CMBS transactions may consist of a single-borrower, a single loan or multiple large loans, with very 
little diversification and high asset and market correlations. Because of the concentration of these small pools of loans, 
DBRS generally reviews or samples all the loans within the pool as the event risk associated with any one asset is higher 
than a truly diversified pool. DBRS performs site inspections and management meetings (when available) for sampled 
properties. For multiple property loans, DBRS may choose to inspect a sample of the properties. In addition, DBRS reviews 
all third-party reports provided by the Issuer, including engineering and environmental reports, to ensure no significant 
contingencies exist, such as environmental contamination, structural faults or deferred maintenance. The appraisal is 
reviewed for historical usages, market dynamics and competitive property statistics. All third party reports are typically 
provided by large, well known firms and while commissioned as part of the loan origination process these reports are 
conducted independently from the Issuer or loan seller. Finally, DBRS determines a stabilized net cash flow for each asset.

DBRS DIRECT SIZING APPROACH
DBRS sizes single-borrower or large loan CMBS transactions to determine a base credit enhancement using a direct 
sizing approach. The direct sizing approach focuses specifically on a capacity of debt analysis, and credit enhancement is 
determined for each loan based on property specific parameters outlined in Appendix D of the CMBS Rating Methodology. 
Each rating category in the direct sizing approach implies, and requires, a different level of confidence, or a different 
margin of safety. The amount of stress applied reflects the robustness that each rating category requires and that the 
DSCR and LTV parameters have been adjusted accordingly. These stresses are ultimately used to determine the ratings 
of the transaction as the cumulative proceeds at each rating category create base subordination levels that are then used 
to compare and assign ratings to the proposed structure.

DIRECT SIZING PARAMETERS
The direct sizing approach measures a loan’s capacity of debt based on its ability to service its debt service obligations and 
the perceived equity in the transaction. The DBRS direct sizing parameters outlined in Appendix D of the CMBS Rating 
Methodology were constructed based on observations of loan-level data and property performance of a large sample of 
assets. The inputs DBRS uses in the direct sizing approach are Term DSCR, Refinance DSCR, Going-in LTV or Exit LTV. 
The more constraining parameter will act as the primary driver for the direct sizing of the loan and the Exit Debt Yield 
will be reviewed as a check and balance to ensure that the broader DSCR and LTV measures are reflective of appropriate 
debt loads given an asset’s stabilized NCF. Both Term and Refinance DSCR’s are determined for every loan in a pool, at 
each rating category (AAA, AA, A, BBB, BBB (low), BB and B). The DSCR’s used at each rating category reflect different 
stresses that DBRS applies to the loans by property type, with the term DSCR reflecting varying degrees of cash flow stress 
per rating category, over a fixed/contractual debt service and the refinance DSCR reflecting a fixed/stabilized cash flow 
over a stressed refinance debt service per rating category. Likewise both Going-in and Balloon LTV are determined for 
every loan in a pool at each rating category.
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ADJUSTMENT FACTORS
The direct sizing parameters can be adjusted for several different factors, some quantitative and others that reflect an 
analyst’s assessment of property qualities.

CONCENTRATION RISK
DBRS recognizes that all pools have different concentration characteristics which may erode the benefit of diversification. 
Concentration is difficult to capture systematically. The direct sizing approach assumes a single loan and a single asset 
and therefore the parameters can be adjusted at the loan level within the ranges found in Appendix D of the CMBS Rating 
Methodology to account for varying degrees of concentration such as multiple loans with multiple properties across 
multiple geographic areas or a combination thereof.
PROPERTY QUALITY
The highest quality properties within a market often exhibit signs of viability such as the attractiveness to new tenants; 
therefore indicating cash flow stability. To evaluate property quality, DBRS considers the location; functional utility 
of the asset; the comparability of the surrounding and competing properties; and the quality of construction, property 
condition, ingress and egress, and property amenities. The property quality may warrant a reduction in the debt constant 
or capitalization rate applied to the DBRS stabilized NCF.

SPONSORSHIP STRENGTH
DBRS defines a strong sponsor as one that is financially capable of doing that which is economically advisable and 
structured in a way that does not preclude or diminish the likelihood of capital contributions in the event of economic 
stress. Although financial capability does not suggest that a borrower will cover debt service payment shortfalls unless 
there is significant equity to protect, neither will they cover refinancing shortfalls in an over-levered asset, DBRS generally 
recognizes strong sponsors are less likely to default due to a short-term cash flow shortfall and less likely to exacerbate the 
losses in the event that their equity has eroded. An analyst’s assessment of sponsorship strength may cause an adjustment 
within the property underwriting to determine DBRS stabilized NCF. For example, a sponsor who has expansive networks 
and management expertise will often be able to attract tenants and keep vacancy to a minimum and thus the property 
may outperform the market as a result. Alternatively, a strong sponsor may have greater access to capital and therefore a 
lower refinance constant could be applied to the DBRS stabilized NCF as they may be able to obtain more favorable rates.

SINGLE TENANT
DBRS recognizes further risk associated with properties that are leased by a single tenant. Often such arrangements can 
be mitigated by a loan’s structural features (e.g., reserves, letter of credits, guaranteed leases that extend well beyond the 
loan maturity, etc.). However, such concentrations in a property’s cash flow otherwise present a significant event risk that 
justifies an adjustment to a loan’s probability of default, over and above cash flow volatility adjustments already taken.

MARKET
DBRS recognizes that in times of economic stress, real estate capital focuses on more highly populated markets with 
comparatively higher transparency. As such, defaulted loans in tertiary or rural markets will experience significantly 
higher losses, due to a limited investor base and market inefficiencies.

Markets are systematically categorized based on population density within a given postal code. DBRS has measured the 
impact of market liquidity on credit loss which shows that loans located in dense urban locations are likely to experience 
lower losses and as markets become more sparsely populated, rural and/or illiquid the loss increases.

OWNER OCCUPIED
DBRS recognizes the additional risk inherent in having an owner occupied or partially owner occupied property. The risks 
associated with interruptions in a property’s revenue stream are compounded by risks associated with the borrower’s 
operating business. If the space is occupied by a business that is the borrower’s life blood, the probability that the borrower 
will continue to fund debt service, despite a downturn, is greater. However, loss given default would be inflated because 
the result could be negative cash flow compounded by a specialty use build-out. As such, DBRS will use the higher end 
of the direct sizing parameters to account for owner occupied properties.
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LOAN SIZE
Size has an impact on a loan’s severity of loss given default. In general, it is observed that the larger the loan, the lower the 
severity of loss given default, as a percentage of principal. This can be explained, in part, by the fixed expenses associated 
with a workout, foreclosure or specially serviced asset, which are disproportionably large for smaller loans. It may also be 
explained by the nature of assets encumbered with large loan balances, which – all else being equal – tend to be located 
in more liquid markets, and have more sophisticated borrowers and operators. Loan size adjustments are often captured 
in the market or property quality adjustment, but would sway the analyst to use an upper or lower bound of a range in 
the direct sizing parameters if necessary.

FREEHOLD AND LEASEHOLD INTERESTS
The DBRS CMBS Rating Methodology assumes loans are secured by either a leasehold or a freehold interest in the 
property. Having a freehold interest in a commercial real estate asset assumes you have a valuable asset into perpetuity; one 
that creates revenue and likely appreciates. A leasehold effectively splits an asset into two ownership interests: freehold 
and leasehold. The freehold interest maintains ownership in the land and enters into a long-term lease (typically at least 
20 years with multiple extension options). The leasehold estate is specifically intended to enable the lessee to develop 
an income-producing asset (improvements) on the site, which then enables the lessee to recover construction costs and 
a return on capital prior to maturity of the initial term of the lease.

The leasehold interest, whose term is finite, is viewed as a wasting asset that becomes totally worthless when occupancy 
rights revert to the freeholder at the termination of the ground lease. DBRS insists on an amortization term expiring ten 
years prior to the ground lease termination and will adjust its debt constant in the model as if structured with a shorter 
schedule. In addition to the refinance aspect, DBRS considers more factors that may cause a property subject to a ground 
lease to have lower cash flow stability resulting in a higher probability of default and potentially increased loss severity. 
Factors DBRS considers include contractual ground rent escalations, leasehold mortgagee’s notice of default and right to 
cure provisions and the leasehold mortgagee’s rights to become the borrower in the event of enforcement.

RECOURSE
Loans that have enforceable recourse to a financially capable guarantor are expected to have lower probability of defaults. 
In the event the recourse is to an investment-grade rated entity, it would imply that the unsecured debt would be rated 
investment-grade. As such, mortgages carrying a full recourse covenant from an investment-grade rated entity will be 
floored at the guarantor’s rating. While gener ally viewed as a positive, it is difficult to quantify the impact of recourse. 
Therefore loans with recourse to non-investment grade rated guarantors are considered on a case-by-case basis.

OPERATIONAL RISK REVIEWS
DBRS reviews loan originators, servicers and operating advisors apart from transaction analytics and determines whether 
they are acceptable parties.

RATINGS
DBRS CMBS ratings address the likelihood of timely payment of interest and ultimate payment of principal to the 
certificates by the final rated maturity date. DBRS does not rate to the expected or scheduled maturity date set forth by 
the issuer and therefore, while DBRS will identify transactions and certificates that have considerable extension risk, the 
ratings are not impacted as loans extend. DBRS ratings on interest-only certificates address the likelihood of receiving 
interest based on the notional amount outstanding. DBRS considers the interest-only certificate’s position within the 
transaction payment waterfall when determining the appropriate rating.

The methodology providing the DBRS CMBS processes and criteria is available by contacting us at info@dbrs.com or by 
clicking on Methodologies at www.dbrs.com.
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Notes:

All figures are in U.S. dollars unless otherwise noted. 

Subsequent information may result in material changes to the rating assigned herein and/or the contents of this report.

© 2016, DBRS Limited, DBRS, Inc. and DBRS Ratings Limited (collectively, DBRS). All rights reserved. The information upon which DBRS ratings and reports are based is obtained 
by DBRS from sources DBRS believes to be reliable. DBRS does not audit the information it receives in connection with the rating process, and it does not and cannot independently 
verify that information in every instance. The extent of any factual investigation or independent verification depends on facts and circumstances. DBRS ratings, reports and any other 
information provided by DBRS are provided “as is” and without representation or warranty of any kind. DBRS hereby disclaims any representation or warranty, express or implied, as to 
the accuracy, timeliness, completeness, merchantability, fitness for any particular purpose or non-infringement of any of such information. In no event shall DBRS or its directors, officers, 
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or omission or for any damages resulting therefrom, or (2) for any direct, indirect, incidental, special, compensatory or consequential damages arising from any use of ratings and rating 
reports or arising from any error (negligent or otherwise) or other circumstance or contingency within or outside the control of DBRS or any DBRS Representative, in connection with or 
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ARE SUBJECT TO DISCLAIMERS AND CERTAIN LIMITATIONS. PLEASE READ THESE DISCLAIMERS AND LIMITATIONS AT http://www.dbrs.com/about/disclaimer. 
ADDITIONAL INFORMATION REGARDING DBRS RATINGS, INCLUDING DEFINITIONS, POLICIES AND METHODOLOGIES, ARE AVAILABLE ON http://www.dbrs.com.
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ADR average daily rate

ARA appraisal reduction amount

ASER appraisal subordinate entitlement reduction

BOV broker’s opinion of value

CAM common area maintenance

capex capital expenditures

CBD central business district

CBRE CB Richard Ellis

CMBS commercial mortgage-backed securities

CoStar CoStar Group, Inc.

CREFC CRE Finance Council

DPO discounted payoff

DSCR debt service coverage ratio

EGI effective gross income

EOD event of default

F&B food & beverage

FF&E furniture, fixtures and equipment

FS Hotel full service hotel

G&A general and administrative

GLA gross leasable area

GPR gross potential rent

HVAC heating, ventilation and air conditioning

IO interest only

LC leasing commission

LGD loss severity given default

LOC letter of credit

LOI letter of intent

LS Hotel limited service hotel

LTC loan-to-cost

LTCT long-term credit tenant

LTV loan-to-value

MHC manufactured housing community

MTM month-to-month

MSA metropolitan statistical area

n.a. not available

n/a not applicable

NCF net cash flow

NNN triple net

NOI net operating income

NRA net rentable area

NRI net rental income

NR – PIF not rated – paid in full

OSAR operating statement analysis report

PCR property condition report

P&I principal and interest

POD probability of default

PIP property improvement plan

PILOT property in lieu of taxes

PSA pooling and servicing agreement

psf per square foot

R&M repairs and maintenance

REIT real estate investment trust

REO real estate owned

RevPAR revenue per available room

sf square foot/square feet

STR Smith Travel Research

SPE special-purpose entity

TI tenant improvement

TIC tenants in common

T-12 trailing 12 months

UW underwriting

WA weighted average

WAC weighted-average coupon

x times

YE year-end

YTD year-to-date

Capital Expenditure (capex)
Costs incurred in the improvement of a property that will have a life of more than 
one year.

DBRS Refi DSCR
A measure that divides DBRS stabilized NCF by the product of the loan’s maturity 
balance and a stressed refinance debt constant.

DBRS Term DSCR
A measure that divides DBRS stabilized NCF by the actual debt service payment

Debt Service Coverage Ratio (DSCR)
A measure of a mortgaged property’s ability to cover monthly debt service pay-
ments, defined as the ratio of net operating income (NOI) or net cash flow (NCF) 
to the debt service payments.

Effective Gross income (EGI)
Rental revenue minus vacancies plus miscellaneous income.

Issuer UW
Issuer underwritten from Annex A or servicer reports.

Loan-to-Value (LTV)
The ratio between the principal amount of the mortgage balance, at origination 
or thereafter, and the most recent appraised value of the underlying real estate col-
lateral, generally from origination.  

Net Cash Flow (NCF)
The revenues earned by a property’s ongoing operations less the expenses 
associated with such operations and the capital costs of tenant improvements, 
leasing commissions and capital expenditures (or reserves). Moreover, NCF is net 
operating income (NOI) less tenant improvements, leasing commissions and capital 
expenditures.

NNN (triple net)
A lease that requires the tenant to pay operating expenses such as property taxes,  
insurance and maintenance, in addition to the rent.

Net Operating Income (NOI)
The revenues earned by a property’s ongoing operations less the expenses asso-
ciated with such operations but before mortgage payments, tenant improvements, 
replacement reserves and leasing commissions.

Net Rentable Area (NRA)
The area (sf) for which rent can be charged. NRA includes the tenant’s premises 
plus an allocation of the common area directly benefiting the tenant, such as com-
mon corridors and restrooms.

Revenue Per Available Room (RevPAR)
A measure that divides revenue by the number of available rooms, not the number 
of occupied rooms. It is a measure of how well the hotel has been able to fill 
rooms in the off-season, when demand is low even if rates are also low, and how 
well it fills the rooms and maximizes the rate in the high season, when there is high 
demand for hotel rooms.

Tenant Improvements (TIs)
The expense to physically improve the property or space, such as new improve-
ments or remodelling, paid by the borrower.

Weighted Average (WA)
Calculation is weighted by the size of each mortgage in the pool.

Weighted-Average Coupon (WAC)
The average coupon or interest payment on a set of mortgages, weighted by the 
size of each mortgage in the pool.

Definitions

Glossary


