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Real Estate Auctions- The Good, The Bad, The Ugly
Greetings!

TriStar has recently jumped into sourcing deals through online commercial real estate
auctions, after spending months of carefully studying the process. While there is risk in
sourcing deals through on-line auctions, there are many opportunities for a great return.
This is a quick look at commercial real estate auction processes, risks and
opportunities.The purpose of a commercial real estate auction is to move product quickly
for the sellers which are often distressed. It can be a very efficient tool for both seller and
buyer but they're important things to note when approaching an auction.

The Good:
Fast liquidity for troubled assets, tired assets or remote assets that the seller is
looking for quick cash.
Online digital auctions have replaced live auctions which increases efficiency and
transaction speed.
Auctions represent a tremendous opportunity to buy great commercial real estate
assets at steeply discounted prices.
Buyers have to go through an onerous pre-qualification process including
demonstration of "proof of funds" to pay all cash for deals.

The qualification

process eliminates significant competition.
The process can be finite and "no-nonsense" once the Buyer understands the
expectations.
Not all auction deals are created equally. We have noticed that certain marginal
deals may attract a large number of bidders who in turn may bid the price over
market value, while other excellent deals may attract few buyers.
mentality in itself creates opportunity.

The Bad:

This "herd"

Sellers often auction off the property on an "AS IS, WHERE IS" basis with all
caveats for the buyers to beware.
Many times the lender does not have sufficient important supporting documents
for properties that might have been foreclosed on.
The sales contracts are very onerous for the buyer and nonnegotiable, putting all
the risk on the buyer and none to the seller.
Closings must typically occur within 30 days after hitting the winning button with
substantial earnest money at risk (10% normally).
The buyer is typically responsible for paying the seller's brokerage commission.

The Ugly:
Many auctions are not absolute, meaning that there is a reserve that must be met
for the transaction to be approved. The buyer is not privy to the reserve amount.
Consequently, the effort and cost associated with the advance due diligence may
be a waste of time.
A competing bidder on the online auction may actually be the seller, or the auction
company representing the seller, working your bid for higher price.
In some instances, you may be the winning bidder, yet final approval of the
winning bid is subject to a review committee that may disavow the sale for any
reason.
In conclusion, real estate auctions provide an efficient way to sell property and a
tremendous opportunity for buyers to make great investments. Successful buyers must
be well-heeled real estate organizations with good teams that are advanced in providing
diligence for fast closing transactions. As a result, this makes it a true risk reward
situation that provides great opportunities.

Please see our TriStar Investment of the month.

Investment of the Month
The Shops at Bells Ferry
Woodstock, Georgia

Purchased by TriStar through ONLINE Auction
Price = $1,290,000

Profile: Food Lion and developer partner acquired 10 acres in Cherokee County and
developed a freestanding grocery store and 14,000 for neighborhood shopping center.
Food Lion decided not to enter the market, and subsequently sold the grocery store to
Goodwill and TriStar acquired a brand-new and vacant strip center, two(2) out parcels
two(2) pad sites for under $1.3 million.

TriStar Strategy: Goodwill, as the anchor, will open at the end of the month and will
bring in excess of 4-5,000 shoppers a month to the center. This will provide a catalyst to
lease the vacant 14000 square-foot center as well as sell the pad sites and out parcels

How to Participate as an Investor: Participation in this investment and others will be
through TriStar Fund I which is available for accredited investors only.

Return Anticipated and Time Frame: 20%+ IRR; 3 years

Sincerely,

TriStar Partners
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