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Date of Report (Date of earliest event reported): June 25, 2010

 

iSTAR FINANCIAL INC.
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Maryland

 

1-15371
 

95-6881527
(State or other jurisdiction of

 

(Commission File Number)
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1114 Avenue of the Americas, 39  Floor 
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Registrant’s telephone number, including area code: (212) 930-9400
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Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions (see General Instruction A.2. below):
 
o            Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 
o            Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 
o            Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 
o            Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
 
 

 

 
Item 2.01. Completion of Acquisition or Disposition of Assets
 

On June 25, 2010, iStar Financial Inc. completed the sale of 32 real properties, or interests therein, to various subsidiaries of Dividend Capital Total
Realty Trust Inc. The properties are leased to a diverse group of corporate tenants, primarily on a triple net lease basis.

 
The aggregate purchase price for the portfolio was approximately $1.35 billion, before closing costs and customary prorations of taxes, operating

expenses, leasing costs and other items. iStar Financial provided Dividend Capital Total Realty Trust Inc. with mezzanine loans totaling approximately $105.6
million as part of its financing for the transaction. The mezzanine loans bear interest at an initial blended rate of 8.8% per annum and have effective maturities
of three and five years. The balance of the purchase price was received in cash. iStar Financial used the proceeds from this transaction to repay a $924.8
million loan collateralized by the properties being sold that was scheduled to mature in April 2011, as well as for general corporate purposes.

 
There are no material relationships between iStar Financial or any of its affiliates, directors or officers, or any associates of such directors or officers,

on the one hand, and Dividend Capital Total Realty Trust Inc., on the other hand, other than in respect of the transaction described in this report.
 

Item 9.01. Financial Statements and Exhibits
 

(b) Pro forma financial information
 
See Exhibit 99.1 to this Current Report on Form 8-K.
 
(d) Exhibits

th



 
The following exhibit is filed with this report:

 
Exhibit No.

 
Description

   
99.1

 

Pro Forma Condensed Consolidated Balance Sheet (unaudited) as of March 31, 2010;
 

 

Pro Forma Condensed Consolidated Statement of Operations (unaudited) for the three months ended March 31, 2010;
 

 

Pro Forma Condensed Consolidated Statements of Operations (unaudited) for the years ended December 31, 2009, 2008 and
2007; and

 

 

Notes to Pro Forma Condensed Consolidated Financial Statements (unaudited)
 

Forward Looking Statements
 

Certain statements in this report, other than purely historical information, including estimates, projections, statements relating to our business plans,
objectives and expected operating results, and the assumptions upon which those statements are based, are “forward-looking statements” within the meaning
of the Private Securities Litigation Reform Act of 1995, Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. 
These forward-looking statements generally are identified by the words “believe,” “project,” “expect,” “anticipate,” “estimate,” “intend,” “strategy,” “plan,”
“may,” “should,” “will,” “would,” “will be,” “will continue,” “will likely result,” and similar expressions. Forward-looking statements are based on current
expectations and assumptions that are subject to risks and uncertainties which cause actual results or outcomes to differ materially from those contained in the
forward-looking statements.  We undertake no obligations to update or revise publicly any forward-looking statements, whether as a result of new
information, future events or otherwise.  In assessing all forward-looking statements, readers are urged to read carefully all cautionary statements contained in
our other SEC filings.
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SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the Registrant has duly caused this report to be signed on its

behalf by the undersigned, thereunto duly authorized.
 
 

iSTAR FINANCIAL INC.
 

Registrant
  
  
Date: July 1, 2010 /s/ JAY SUGARMAN
 

Jay Sugarman
 

Chairman and Chief Executive Officer
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EXHIBIT INDEX

 
Exhibit No.

 
Description

   
99.1

 

Pro Forma Condensed Consolidated Balance Sheet (unaudited) as of March 31, 2010;
 

 

Pro Forma Condensed Consolidated Statement of Operations (unaudited) for the three months ended March 31, 2010;
 

 

Pro Forma Condensed Consolidated Statements of Operations (unaudited) for the years ended December 31, 2009, 2008 and 2007; and
 

 

Notes to Pro Forma Condensed Consolidated Financial Statements (unaudited)
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Exhibit 99.1
 

iStar Financial Inc.
Pro Forma Condensed Consolidated Balance Sheet

As of March 31, 2010
(In thousands, expect per share data) 

(Unaudited)
 

  

As
Reported

 

Pro Forma
 Adjustments

 
Pro Forma

 

ASSETS
       

Loans and other lending investments, net
 

$ 6,731,546
 

$ 105,595(A) $ 6,837,141
 

Corporate tenant lease assets, net
 

1,823,854
 

—
 

1,823,854
 

Other investments
 

411,003
 

—
 

411,003
 

Real estate held for investment, net
 

538,786
 

—
 

538,786
 

Other real estate owned
 

829,851
 

—
 

829,851
 

Assets held for sale
 

1,158,595
 

(1,063,479)(A)(C) 95,116
 

Cash and cash equivalents
 

640,858
 

292,728 (B)(C) 933,586
 

Restricted cash
 

20,518
 

—
 

20,518
 

Accrued interest and operating lease income receivable, net
 

51,571
 

—
 

51,571
 

Deferred operating lease income receivable
 

60,808
 

—
 

60,808
 

Deferred expenses and other assets, net
 

88,165
 

(6,612)(A) 81,553
 

Total assets
 

$ 12,355,555
 

$ (671,768) 11,683,787
 

LIABILITIES AND EQUITY
       

Liabilities:
       

Accounts payable, accrued expenses and other liabilities
 

$ 254,747
 

$ 12,653(A) $ 267,400
 

Debt obligations, net
 

10,469,573
 

(924,780)(A) 9,544,793
 

Total liabilities
 

10,724,320
 

(912,127) 9,812,193
 

Commitments and contingencies
 

—
 

—
 

—
 

Redeemable noncontrolling interests
 

7,442
 

—
 

7,442
 

Equity:
       

iStar Financial Inc. shareholders’ equity:
       

Preferred Stock Series D, E, F, G and I, liquidation preference $25.00 per share
 

22
 

—
 

22
 

High Performance Units
 

9,800
 

—
 

9,800
 

Common Stock, $0.001 par value, 200,000 shares authorized, 138,123 issued
and 93,382 outstanding at March 31, 2010

 

138
 

—
 

138
 

Additional paid-in capital
 

3,795,797
 

—
 

3,795,797
 

Retained earnings (deficit)
 

(2,077,552) 241,748(D) (1,835,804)
Accumulated other comprehensive income

 

1,130
 

—
 

1,130
 

Treasury stock, at cost, $0.001 par value, 44,741 shares at March 31, 2010
 

(154,932) —
 

(154,932)
Total iStar Financial Inc. shareholders’ equity

 

1,574,403
 

241,748
 

1,816,151
 

Noncontrolling interests
 

49,390
 

(1,389)(A) 48,001
 

Total equity
 

1,623,793
 

240,359
 

1,864,152
 

Total liabilities and equity
 

$ 12,355,555
 

$ (671,768) $ 11,683,787
 

 
The accompanying notes are an integral part of the unaudited pro forma condensed consolidated financial statements.
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iStar Financial Inc.

Pro Forma Condensed Consolidated Statement of Operations
For the three months ended March 31, 2010

(In thousands, expect per share data) 
(Unaudited)

 

  

As
Reported

 

Pro Forma
Adjustments

 (E)
 

Pro Forma
 

Revenue:
       

Interest income
 

$ 116,616
 

$ —
 

$ 116,616
 

Operating lease income
 

43,735
 

—
 

43,735
 

Other income
 

13,198
 

—
 

13,198
 

Total revenue
 

173,549
 

—
 

173,549
 

Costs and expenses:
       

Interest expense
 

87,216
 

—
 

87,216
 

Operating costs—corporate tenant lease assets
 

4,070
 

—
 

4,070
 

Depreciation and amortization
 

15,826
 

—
 

15,826
 

General and administrative
 

27,216
 

—
 

27,216
 

Provision for loan losses
 

89,469
 

—
 

89,469
 

Impairment of other assets
 

5,921
 

—
 

5,921
 

Other expense
 

17,683
 

—
 

17,683
 

Total costs and expenses
 

247,401
 

—
 

247,401
 

Income (loss) before earnings from equity method investments and gain on early
extinguishment of debt

 

(73,852) —
 

(73,852)
Gain on early extinguishment of debt

 

38,728
 

—
 

38,728
 

    



Earnings from equity method investments 11,430 — 11,430
Income (loss) from continuing operations

 

$ (23,694) $ —
 

$ (23,694)
Per common share data:

       

Income (loss) attributable to iStar Financial Inc. from continuing operations:
       

Basic and diluted
 

$ (0.35)
  

$ (0.35)
Weighted average number of common shares—basic and diluted

 

93,923
   

93,923
 

Per HPU share data:
       

Income (loss) attributable to iStar Financial Inc. from continuing operations:
       

Basic and diluted
 

$ (66.00)
  

$ (66.00)
Weighted average number of HPU shares—basic and diluted

 

15
   

15
 

 
The accompanying notes are an integral part of the unaudited pro forma condensed consolidated financial statements.
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iStar Financial Inc.

Pro Forma Condensed Consolidated Statement of Operations
For the year ended December 31, 2009
(In thousands, expect per share data) 

(Unaudited)
 

  

As
Reported

 

Pro Forma
 Adjustments

 (F)
 

Pro Forma
 

Revenue:
       

Interest income
 

$ 557,809
 

$ —
 

$ 557,809
 

Operating lease income
 

305,007
 

(114,563) 190,444
 

Other income
 

30,468
 

(11) 30,457
 

Total revenue
 

893,284
 

(114,574) 778,710
 

Costs and expenses:
       

Interest expense
 

481,116
 

(65,748) 415,368
 

Operating costs—corporate tenant lease assets
 

23,467
 

(6,725) 16,742
 

Depreciation and amortization
 

97,869
 

(31,750) 66,119
 

General and administrative
 

127,044
 

(11) 127,033
 

Provision for loan losses
 

1,255,357
 

—
 

1,255,357
 

Impairment of other assets
 

126,885
 

—
 

126,885
 

Other expense
 

104,795
 

(496) 104,299
 

Total costs and expenses
 

2,216,533
 

(104,730) 2,111,803
 

Income (loss) before earnings from equity method investments and other items
 

(1,323,249) (9,844) (1,333,093)
Gain on early extinguishment of debt

 

547,349
 

—
 

547,349
 

Earnings from equity method investments
 

5,298
 

—
 

5,298
 

Income (loss) from continuing operations
 

$ (770,602) $ (9,844) $ (780,446)
Per common share data:

       

Income (loss) attributable to iStar Financial Inc. from continuing operations (1):
       

Basic and diluted
 

$ (7.89)
  

$ (7.98)
Weighted average number of common shares—basic and diluted

 

100,071
   

100,071
 

Per HPU share data:
       

Income (loss) attributable to iStar Financial Inc. from continuing operations (1):
       

Basic and diluted
 

$ (1,503.13)
  

$ (1,521.47)
Weighted average number of HPU shares—basic and diluted

 

15
   

15
 

 
Explanatory Note:
 

(1) Pro forma loss attributable to iStar Financial Inc. from continuing operations and allocable to common shareholders and HPU holders was ($798,876)
and ($22,819), respectively, and excludes preferred dividends and net (income) loss from noncontrolling interests.

 
The accompanying notes are an integral part of the unaudited pro forma condensed consolidated financial statements.
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iStar Financial Inc.

Pro Forma Condensed Consolidated Statement of Operations
For the year ended December 31, 2008
(In thousands, expect per share data) 

(Unaudited)
 

  

As
Reported

 

Pro Forma
Adjustments

(F)
 

Pro Forma
 

Revenue:
       

Interest income
 

$ 947,661
 

$ —
 

$ 947,661
 

Operating lease income
 

308,742
 

(114,444) 194,298
 

   



Other income 97,851 (102) 97,749
Total revenue

 

1,354,254
 

(114,546) 1,239,708
 

Costs and expenses:
       

Interest expense
 

666,706
 

(43,532) 623,174
 

Operating costs—corporate tenant lease assets
 

23,059
 

(6,485) 16,574
 

Depreciation and amortization
 

94,726
 

(31,399) 63,327
 

General and administrative
 

143,902
 

(10) 143,892
 

Provision for loan losses
 

1,029,322
 

—
 

1,029,322
 

Impairment of other assets
 

334,830
 

—
 

334,830
 

Other expense
 

37,234
 

218
 

37,452
 

Total costs and expenses
 

2,329,779
 

(81,208) 2,248,571
 

Income (loss) before earnings from equity method investments and other items
 

(975,525) (33,338) (1,008,863)
Gain on early extinguishment of debt

 

393,131
 

—
 

393,131
 

Gain on sale of joint venture interest
 

280,219
 

—
 

280,219
 

Earnings from equity method investments
 

6,535
 

—
 

6,535
 

Income (loss) from continuing operations
 

$ (295,640) $ (33,338) $ (328,978)
Per common share data:

       

Income (loss) attributable to iStar Financial Inc. from continuing operations (1):
       

Basic and diluted
 

$ (2.68)
  

$ (2.93)
Weighted average number of common shares—basic and diluted

 

131,153
   

131,153
 

Per HPU share data:
       

Income (loss) attributable to iStar Financial Inc. from continuing operations (1):
       

Basic and diluted
 

$ (505.47)
  

$ (552.53)
Weighted average number of HPU shares—basic and diluted

 

15
   

15
 

 
Explanatory Note:
 

(1) Pro forma loss attributable to iStar Financial Inc. from continuing operations and allocable to common shareholders and HPU holders was ($382,972)
and ($8,288), respectively, and excludes preferred dividends and net (income) loss from noncontrolling interests.

 
The accompanying notes are an integral part of the unaudited pro forma condensed consolidated financial statements.
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iStar Financial Inc.

Pro Forma Condensed Consolidated Statement of Operations
For the year ended December 31, 2007
(In thousands, expect per share data) 

(Unaudited)
 

  

As
Reported

 

Pro Forma
Adjustments

(F)
 

Pro Forma
 

Revenue:
       

Interest income
 

$ 998,008
 

$ —
 

$ 998,008
 

Operating lease income
 

306,513
 

(113,608) 192,905
 

Other income
 

99,938
 

(250) 99,688
 

Total revenue
 

1,404,459
 

(113,858) 1,290,601
 

Costs and expenses:
       

Interest expense
 

629,260
 

(20) 629,240
 

Operating costs—corporate tenant lease assets
 

27,915
 

(8,304) 19,611
 

Depreciation and amortization
 

83,690
 

(30,127) 53,563
 

General and administrative
 

156,534
 

(14) 156,520
 

Provision for loan losses
 

185,000
 

—
 

185,000
 

Impairment of other assets
 

144,184
 

—
 

144,184
 

Other expense
 

8,927
 

—
 

8,927
 

Total costs and expenses
 

1,235,510
 

(38,465) 1,197,045
 

Income (loss) before earnings from equity method investments and other items
 

168,949
 

(75,393) 93,556
 

Gain on early extinguishment of debt
 

225
 

—
 

225
 

Earnings from equity method investments
 

29,626
 

—
 

29,626
 

Income (loss) from continuing operations
 

$ 198,800
 

$ (75,393) $ 123,407
 

Per common share data:
       

Income (loss) attributable to iStar Financial Inc. from continuing operations:
       

Basic
 

$ 1.19
   

$ 0.61
 

Diluted
 

$ 1.18
   

$ 0.60
 

Weighted average number of common shares—basic
 

126,801
   

126,801
 

Weighted average number of common shares—diluted
 

127,542
   

127,542
 

Per HPU share data(1):
       

Income (loss) attributable to iStar Financial Inc. from continuing operations:
       

Basic
 

$ 224.40
   

$ 114.32
 

Diluted
 

$ 223.27
   

$ 113.88
 

Weighted average number of HPU shares—basic and diluted
 

15
   

15
 

 



Explanatory Note:
 

(1) Pro forma income attributable to iStar Financial Inc. from continuing operations and allocable to common shareholders was $76,640 and $76,733 on a
basic and dilutive basis, respectively, and pro forma income attributable to iStar Financial Inc. from continuing operations and allocable to HPU
holders was $1,715 and $1,708 on a basic and dilutive basis, respectively. Amounts allocable to common shareholders and HPU holders excludes
preferred dividends and net (income) loss from noncontrolling interests.

 
The accompanying notes are an integral part of the unaudited pro forma condensed consolidated financial statements.
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iStar Financial Inc.

 
Notes to the Pro Forma Condensed Consolidated Financial Statements

 
(unaudited)

 
Basis of Presentation
 

On June 25, 2010, iStar Financial Inc. (the “Company”) completed the sale of 32 real properties, or interests therein (the “Portfolio”), to various
subsidiaries of Dividend Capital Total Realty Trust Inc. (the “Buyer”). The properties are leased to a diverse group of corporate tenants, primarily on a triple
net lease basis.

 
The aggregate purchase price for the portfolio was approximately $1.35 billion, before closing costs and customary prorations of taxes, operating

expenses, leasing costs and other items. The Company provided the Buyer with mezzanine loans totaling approximately $105.6 million as part of its financing
for the transaction. The mezzanine loans bear interest at an initial blended rate of 8.8% per annum and have effective maturities of three and five years. The
balance of the purchase price was received in cash. The Company used the proceeds from this transaction to repay a $924.8 million loan collateralized by the
properties being sold that was scheduled to mature in April 2011, as well as for general corporate purposes.

 
The accompanying unaudited pro forma Condensed Consolidated Balance Sheet as of March 31, 2010 has been prepared to reflect the effect of the

disposition of the Portfolio as if the transaction had occurred on March 31, 2010. The unaudited pro forma Condensed Consolidated Statements of Operations
of the Company for the three months ended March 31, 2010 and for the years ended December 31, 2009, 2008 and 2007 are presented assuming the sale of
the Portfolio had been completed on January 1, 2007.

 
In the opinion of the Company’s management, the unaudited pro forma Condensed Consolidated Financial Statements include all material

adjustments necessary to reflect, on a pro forma basis, the impact of the disposition on the historical financial information of the Company. The pro forma
adjustments, as presented, are based on estimates and certain information that is currently available to the Company’s management. The accompanying
unaudited pro forma Condensed Consolidated Financial Statements are not necessarily indicative of the financial condition, results of operations or cash flows
that would have been reported had the sale occurred on the dates specified, nor are they indicative of the Company’s future financial condition or results of
operations. The pro forma adjustments are based upon information and assumptions available at the time of the filing of this Current Report on Form 8-K.

 
Pro Forma Adjustments
 
The following pro forma adjustments have been prepared to reflect the following:
 
 

Unaudited Pro Forma Condensed Consolidated Balance Sheet as of March 31, 2010:
  
(A) Reflects the effect of the sale of the Portfolio, the related $105.6 million mezzanine financing provided to the Buyer and the Company’s repayment of

its remaining debt collateralizing the Portfolio, as if these transactions had been consummated on March 31, 2010.
  
(B) Reflects the proceeds received on June 25, 2010, net of $105.6 million mezzanine financing, repayment of the remaining $924.8 million debt

collateralizing the Portfolio, estimated closing costs and other cash related closing adjustments.
  
(C) Includes approximately $14.6 million of restricted cash for tenant security deposits which were reclassified from assets held for sale to cash and cash

equivalents.
  
(D) Reflects net impact to equity after adjusting for changes to assets and liabilities resulting from the sale of the Portfolio and repayment of the remaining

debt collateralizing the Portfolio as if these transactions had been consummated on March 31, 2010.
  
 

Unaudited Pro Forma Condensed Consolidated Statement of Operations for the three months ended March 31, 2010:
  
(E) The pro forma Condensed Consolidated Statement of Operations for the three months ended March 31, 2010, assumes the sale of the Portfolio had

been consummated on January 1, 2007. No adjustments are required as the results of operations from the assets in the Portfolio were reflected as
Income from discontinued operations in the Company’s previously filed financial statements.
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Unaudited Pro Forma Condensed Consolidated Statements of Operations for the years ended December 31, 2009, 2008 and 2007:
 
(F) The pro forma Condensed Consolidated Statements of Operations for the years ended December 31, 2009, 2008 and 2007, assume the sale of the

Portfolio had been consummated on January 1, 2007. The pro forma adjustments eliminate the revenues, costs and expenses which were directly



attributable to the Portfolio and the repaid debt and would not continue after the completion of the sale.
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