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Disclaimer

e This communication is provided as a general
iInformational service to clients and friends of
Morgan, Lewis & Bockius LLP. It should not be
construed as, and does not constitute, legal
advice on any specific matter, nor does this
message create an attorney-client relationship.
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Market Overview
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The Jones Lang LaSalle
market office clock shows
where each market sits
within its real estate cycle.
Markets generally move
clockwise around the clock,
with markets on the left
side of the clock generally
landlord favorable and
markets on the right side of
the clock generally tenant
favorable.
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Sublease space
2Q 2007
(pre-August credit
Issues surfacing)
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608,255
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Sublease space
40 2008

395,509
2,495,706
247,215
1,411,350
666,575
400,594
380,364
1,657,643
254 727

12,046,886
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4,705,509
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Creny oot 6498,721
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999,621
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Change (SF)
2Q 07 -4Q 08
310,834
577,065

147,450
802,095
364,575
210,116
185,868
761,252
94,203
560,863
4,002,501
906,334
173,385
774,222
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486,767
239,981
117,428
337,245
-30,5602
-33,398
-20,188
-110,639
12,612,687

Change (%)

171.7%
147 8%
131.7%
120.7%
105.3%
91.3%
84 9%
58 7%
57 4%
49 8%
40 7%
31.6%
16.5%
13.5%
12.3%
11.8%
11.4%
6.8%
52%
-1.2%
-3.2%
-f 8%
-21.0%

Sublease space
peak last down
cycle (2001-2004)

348,072
976.437
633,966
1,509,797
709,118
1,075.429
1,085,128
4,900,597
145 645
5,851,635
14,366,608
5,421,541
1,253 956
8,874,399
4,321,341
12,772,033
12,170,313
6,240,468
4,384,496
9747 533
6,263,552
6,710,641
292 811
1,623,206
111,678,722

Change (sf)
current cycle to
prnior down cycle

47 437
1519269
386,751
98,447
42 543
665,835
-695,764
3,242 954
109,082
4,314,288
-2.319,722
2,288,220
532 345
3,394,670
-3,009,328
-8.221.009
-7 570,000
-3.886,352
2533823
2971887
3,818,006
5,711,120
54076
1,206,199
55,287,551

Difference
from current to
last peak

1565.6%
-61.0%

-6.5%

-6.0%
-61.9%
-64 1%
-66.2%

74 9%
-73.7%
-16.1%
-42 2%
-42 5%
-38.3%
-69.6%
-64.4%
-62 2%
-62.3%
-57.8%
-30.5%
-61.0%
-85.1%
-18.5%
-74.3%
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Market Overview

Sublease space

2Q 2007

(pre-August credit

Market™ Issues surfacing)
West Palm Beach 84 675
Philadelphia 918,641
Fort Lauderdale 99,765
Phoenix 609,255
Orlando 302,000
199,478

Charlotte 203,496
Denver 896,391
Jacksonville 160,524
Silicon Valley 976,484
YC 8,044,385
Atlanta 2,226,987
Tampa 548 226
Chicago 4,705,607
Seattle 1,155,604
Boston 4,052,303
shi 4 113,546
2,114,135

Houston 1,733,245
Northern New Jersey 5,438,401
Dallas 2,476,048
San Francisco 1,032,919
St. Louis 258,923
Raleigh/Durham 527 646
National 43,878,584
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Market Overview

Sublease space
2Q 2007
(pre-August credit Sublease space Change (SF)
Market™ issues surfacing) 40 2008 2Q 07 -4Q 08 Change (%)

West Palm Beach 84,675 395 509 310,834 367.1%
Philadelphia 918,641 2 495706 577.065 171 7%
Fort Lauderdale 99.765 247,215 147,450 147 8%
Phoenix 609,255 1,411,350 802,095 131.7%
Orlando 302,000 666,575 364,575 120 7%
199 478 400,504 210,116 105 3%
Charlotte 203,496 380,364 185,868 91.3%
Denver 896,391 1,657,643 761,252 84.9%
Jacksonville 160,624 254 727 94 203 58 7%
Silicon Valley 976,484 1,637,347 560,863 57.4%

YC 8,044,385 12,046,886 4,002,501 49 8%
Allanta 2,226,987 3,133,321 906,334 40.7%
Tampa 548 226 721,611 173,385 31 6%
Chicago 4,705,507 5,479,729 774,222 16.5%
Seattle 1,155,604 1,312,013 156,409 13.5%
Boston 4,052,303 4 551,024 498 721 12 3%
4113 546 4600313 486,767 11 8%
2,114,135 2,354,116 230,981 11.4%
Houston 1,733,245 1,850,673 117,428 6.8%
Northern New Jersey 6,438 401 6,775,646 337,245 52%
Dallas 2,476,048 2.445 546 30,502 _1.2%
San Francisco 1,032,919 990,521 33,398 3.2%
St Louis 258,923 238,735 20,188 7 .8%
Raleigh/Durham 527 646 417,007 110,639 21 0%
National 43,878,584 56,391,171 12,512,687 28 5%
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Market Overview

Sublease space Change (sf) Difference
Sublease space peak last down current cycle to from current to
Market™ 40 2008 cycle (2001-2004) prior down cycle last peak

West Palm Beach 395,509 348,072 47,437 13.6%

Philadelphia 2 495706 976.437 1519269 155 6%
Fort Lauderdale 247,215 633,966 386,751 -61.0%
Phoenix 1,411,350 1,509,797 98,447 -6.5%
Orlando 666,575 709,118 42 543 -6.0%
Miami 400,504 1,075.429 665,835 619%
Charlotte 380,364 1,085,128 -695,764 -64.1%
Denver 1,657,643 4,900,597 3,242 954 -66.2%
Jacksonville 254 727 145 645 109,082 74.9%
Silicon Valley 1,637,347 5,851,635 4,314,288 T73.7%
NYC 12,046,886 14,366,608 -2.319,722 “16.1%
Allanta 3,133,321 5,421,541 2,288,220 42 2%
Tampa 721,611 1,253 956 532 345 42 5%
Chicago 5,479,729 8,874,399 3,394,670 -38.3%
Seattle 1,312,013 4,321,341 -3,009,328 -69.6%
Boston 4 551,024 12,772,033 -8.221.009 64 4%
Washington, DC 4600313 12,170,313 -7 570,000 62 2%
Los Angeles 2,354,116 6,240,468 -3.886,352 -62.3%
Houston 1,850,673 4,384,496 2533823 57 8%
Northern New Jersey 6,775,646 9747 533 2971887 30 5%
Dallas 2.445 546 6,263,552 3,818,006 -61.0%
San Francisco 990,521 6,710,641 5,711,120 -85.1%
St Louis 238,735 292 811 54076 -18.5%
Raleigh/Durham 417,007 1,623,206 1,206,199 74 3%
National 56,391,171 111,678,722 55,287,551 49 5%
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Market Overview

Largest US Sublease
7 Water Street
New York, NY

Lease Expires | 2021
Remaining Term | +/- 12 years

Size | 612,327 rsf
Floors | 26
Sublessor | Goldman Sachs
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Should We Put Our Excess Space Up For

Sublease?
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Should We Put Our Excess Space Up For

Sublease?

o Alternatives to Subleasing
— Blend & Extend (with Contraction)

— Buy-Out

— Assignment
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Should We Put Our Excess Space Up For

Sublease?

e Suitability of Lease for Subletting

- Sufficient term remaining
- Abillity to create separate space

- Consent Requirements
- Recapture
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Should We Put Our Excess Space Up For

Sublease?

 Economics of Subletting
- Brokerage
- Legal
- Sharing of revenue with landlord
- Physical separation of sublease premises
(and restoration)
- Inducement requirements

Accounting Impacts
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Okay, We Have Decided to Sublet Our
Space. Now What?
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Typical Sublease Structure

lender

| loan documents

borrower/landlord

lease
|

tenant/sublandlord

I! sublease
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Okay, We Have Decided to Sublet Our

Space. Now What?

 Retaining a broker

Mellon Independence Center
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Mellon Independence Center
6" floor — 3,265 r.s.f.

Broparty nighiights an
* HStors progsry completel ranny ed -8
* Dot nerarss aerss |
* Framinant Phiaceiphia ksten

Toonie ey 1k e mal® Ve pa wa gane WAt 10 chers IH niorslin? Eqeaed 1) 0 Colsn

* Esay soosss 1o Sepls w0 M) Transt

Lensing comoct
One & Two Hook Road
P ———— W Wiy
Affordable sutlease
Officaflab/manufactunng space

Property highlights: Treat suble:
= 10,920 s F. flex space Great subleas

- Ample parkng Tower Bridge

Lease expiration: WEST CONSHOHOCKEN
+ Deermber 21, 20714 )
E PENNSYLWANIA Laasing contact
Ra@e: . W Whitmey Hunter
egatiable 29,245 r.s.f. available June 2009
Location:
+ Easy accass to -5 and Philadsiphia Term thru January 20, 2013

International Airport

Rental Rate
« Megaliable

¥ trewsioncibme X ok weeepron D S————
Amenities flagr plan
~High end buildout wilh greal visws
+ Qick access to RE Regional Rl :;'“TC“"E information, plegse
« Reserzd parking availabls
= Available 1or "plug & play” W Whitney Hunter
e « Wil divida for 20,000 REF user -+ 215 826 5560
whiiney unlerar | e
Wt Divis
+1215 956 £668

P foowadioaclnye % ursbscrke  + usdvsocil

© Morgan, Lewis & Bockius LLP 16 Morgn IﬂWiS



Okay, We Have Decided to Sublet Our

Space. Now What?

e Restrictions in Lease
- Use Restrictions

- Consent/Silence
- Sharing of revenue (how to calculate)
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Okay, We Have Decided to Sublet Our

Space. Now What?

e Landlord Issues

- Competition from subleasing

- Desire to create “traffic” at property

- Desire to assist an otherwise quality
tenant

- Possible sharing of subleasing revenue

- Future potential of sublease premises

© Morgan, Lewis & Bockius LLP 18 Morgn IﬂWiS



Okay, We Have Decided to Sublet Our

Space. Now What?

e Sublease/Consent Issues for Sublandlord

- Reps and warranties
- Indemnification of landlord for subtenant
acts

Interaction with Landlord
Restoration
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It Seems Like There Is A Lot of Sublease Space
Avalilable. Can We Get a Good Deal? What Are
the Risks?
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It Seems Like There Is A Lot of Sublease Space

Avallable. Can We Get a Good Deal? What Are
the Risks?

e Motivation/Benefits

- Economics
- Flexibility as to size and term
- More liberal credit requirements
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It Seems Like There Is A Lot of Sublease Space

Avallable. Can We Get a Good Deal? What Are
the Risks?

 Risks & Mitigation
Delay of Landlord Consent

- Less abllity to negotiate

- Recognition and non-disturbance
agreement from landlord

- Subordination and non-disturbance
agreement from lender

- Sublandlord default/bankruptcy
- Landlord default/bankruptcy
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It Seems Like There Is A Lot of Sublease Space

Avallable. Can We Get a Good Deal? What Are
the Risks?

e Sublease/Consent Issues for Subtenant

- Reps and warranties
- Alterations

- Right to pay rent directly to landlord

- Obtain notice of and right to cure
sublandlord defaults

- Control sublandlord’s ability to terminate

- Indemnification from sublandlord from its
breach of the prime lease
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Q&A

 |f we do not have an opportunity to answer your
guestions during the webcast, we will follow up
with you shortly after the webcast concludes.
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Contact Information

° Bob Cooney is a partner in the Real Estate Practice at Morgan Lewis. Mr. Cooney regularly represents clients in acquisitions and
dispositions, commercial leasing, build-to-suit projects, brownfields projects, joint ventures, and financings, including structured finance
transactions.

- Email: rcooney@morganlewis.com

—  Phone: 215.963.5806

. Bruce Gilmore is senior counsel in Morgan Lewis's Real Estate Practice. Mr. Gilmore's practice focuses on corporate facilities,
development and structuring of development projects.

- Email: bgilmore@morganlewis.com

—  Phone: 415.442.1444

. Ron Cariola is Managing Director and Head of Brokerage for Jones Lang LaSalle’s Philadelphia office and has completed over 10.0
million square feet of site selection and transaction projects in Philadelphia and worldwide.

- Email: ron.cariola@am.jll.com

- Phone: 215.988.5503

. Ken Zirk is a Senior Vice President located in the Jones Lang LaSalle’s Philadelphia corporate offices, where he has responsibilities for
the Corporate Solutions Group locally along with the implementation of transaction services.

- Email: ken.zirk@am.jll.com

- Phone: 215.988.5559
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