






SUMMARY OF TERMS AND CONDITIONS  
 

Set forth below is a summary of the proposed terms of the approximately $317 million loan (the 
“Loan”) to eliminate all outstanding repurchase debt to Centerline High Yield CMBS Fund III 
(the “Fund”) by equity investors of the Fund (collectively referred to as the “Investors”).   The 
Fund is managed by Centerline Capital Group (“Centerline”). 
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All legal costs associated with the Investors’ legal counsel as directed and 
incurred by the lead investor on behalf of all Investors in the Loan will be paid 
or reimbursed by the Fund.   

Conditions to 
Terms: 

Centerline will provide Investors information regarding the current value of the 
portfolio within a reasonable time period as determined by the Investors.     
 

Loan Term: Two (2) years with an option to extend at Investors’ sole discretion for up to 
two (2) one (1) year periods, so long as any extension is approved by 100% of 
the investors on a dollar invested basis, excluding Centerline.  Prepayment is 
permissible so long as it is approved by 75% of the Loan investors on a dollar 
invested basis, excluding Centerline. 
 

Loan Interest 
Rate: 

If all Investors participate in the Loan (either though the commitment of 
additional capital or through a subscription line loan)  and each extension, the 
annual compounded interest rate shall be 12% with a 9% current amount paid 
monthly and a 3% accrued annual rate of return.   If all Investors participate in 
the Loan, all cash flow shall be used to:  (1) pay off the 9% current rate; (2) pay 
the 3% accrued rate; (3) pay down the principal balance of the Loan;  and  (4) 
after satisfying the Loan, pay the preferred rate of return on the Investors’ 
initial equity contribution.  
 
If all Investors do not participate in the Loan (either though the commitment 
of additional capital or through a subscription line loan)or any extension 
thereof, the annual compounded interest rate shall be 14% with a 9% current 
amount paid monthly and a 5% accrued annual rate of return.   If all Investors 
do not participate in the Loan or any extension thereof, all cash flow shall be 
used to:   (1) pay off the 9% current rate; (2) pay the 5% accrued rate; (3) pay 
down the principal balance of the Loan; and (4) after satisfying the Loan, pay 
the preferred rate of return on the Investors’ initial equity contribution.  
 
Centerline’s management fee shall be a priority expense of the Fund in either 
instance above. 
 

Loan Stipulations: The Fund assets shall not be leveraged in any additional form and shall be 
secured by the assets of the Fund.   Additionally, one investor will provide 
capital in the form of equity under substantially similar terms as Loan investors. 
 

GP Promote 
Structure: 

The GP will restructure the current waterfall of the Fund so that Investors will 
receive a return on their capital (including the preferred return) and a return of 
their capital (before any promote is earned or paid to the GP).  The GP catch-
up and promote will be retained at the backend of the distributions waterfall, 
subject to approval by the CIO of one investor. 

 
GP Loan: 

 
The GP loan of approximately $30 million will be reduced to the GP’s pro rata 
share of the Loan provided by Investors. 
 

Investors Legal 
Counsel: 

CalSTRS, on behalf of all Investors, will engage one law firm to advise 
Investors regarding the Loan, including its structure and related issues.   

 
Costs of 
Restructuring: 

 

     
Additional 
Investment by the 
Fund: 

The Fund shall not make any additional investments. 
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This term sheet has been prepared as a draft, good faith proposal by Investors.  Investors have 
had numerous discussions related to the financing. While at this point it is unclear if all investors 
will participate, it is the Investors’ belief that a sufficient number of investors will  participate to 
fully retire outstanding repo financing.  This term sheet is subject to:  (1) the review of Investors’ 
legal counsel and revisions that may be made by legal counsel; (2) the approval of a certain 
pension fund board;(3) the review of sensitivity analysis and completion of due diligence by 
certain other investors; and (4) the completion of satisfactory definitive documentation 
evidencing the Loan.   
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