O F F I C E B U I L D I N G , N E W YO R K , N Y
Preferred Equity:

$43 million*

First Mortgage:

$155 million

Term:

36 months

Interest Rate:

LIBOR plus 8.25%

Fees:

0.5% origination fee, 0.5% extension fee

Loan-to-Value Ratio:

87%

*Terra Income Fund 6 holds a $15.2 million interest in this loan.

Location and Property

Opportunity

Securing this loan is the property located at
370 Lexington Avenue on the corner of Lexington
Ave and East 41st Street in the Grand Central
submarket of Manhattan. The property is one
block from the Grand Central train station, creating
significant demand from the convenience afforded
to commuters. The office building is 314,000 square
feet and 27 stories, with the corner location offering
good light from three sides of the building.

The seller, a Japanese fund, bought the property
all-cash in 2015. Since then occupancy has declined
from 99% to 78% despite charging below-market
rents. With similar issues throughout its Manhattan
office portfolio, the fund is now liquidating.

Borrower
Broad Street Development (BSD) was founded in
2004 by Ray Chalme, CEO, and Daniel Blanco, COO,
both with over 25 years of experience in New York real
estate and $17 million invested in the property. BSD’s
core office strategy is the improvement and lease-up
of Class B properties near transportation hubs that
cater to many small tenants. BSD has successfully
executed a similar strategy four times, including when
it owned the property from 2006‑2008.

The borrower’s plan is to increase occupancy from
the current 78% to the 92-95% range and increase
rents as they are 19% below current market rates.
Seven million dollars will be invested to improve the
lobby, common restrooms, hallways and elevators.
Terra expects to be repaid through a refinance or
sale of the property within 24-36 months. Based
on Terra’s underwriting, the property will support
refinancing sufficient to repay Terra’s exposure
at maturity.

January 2019

Terra Capital Markets | Member FINRA, SIPC
65 Ramapo Valley Road, Mahwah, NJ 07430
855 858 1500 | terrafund6.com

•

Opportunity to significantly increase
occupancy and rent per square foot:Office
rents are 19.5% below market, and occupancy
at closing was 77%. Occupancy has historically
been in the mid-high 90% range, including when
the seller bought it four years ago.

•

Highly diversified rent roll:There are 107
different tenants, with no one tenant accounting
for more than 3.8% of in-place rent.

•

Excellent location:The property is one block
from Grand Central Station, and the corner
location and setbacks allow for good light from
three sides of the building.

•

Significant demand and diminishing supply:
Smaller tenants are prolific in the Grand Central
submarket, and the small average tenant size
makes space easier to lease-up or backfill quickly.

•

Sponsor with strong track record:BSD’s core
office strategy is lease-up of Class B properties
near transportation hubs that cater to many
small tenants. BSD has successfully executed
a similar strategy four times, including when it
owned the property from 2006-2008.

Bottom Line
•

Attractive basis:Terra’s fully funded basis of
$631 per square foot is attractive compared with
similar and inferior properties all trading above
$650 per square foot, and with many above
$800 per square foot. The borrower is investing
$25.6 million of equity upfront, 67% of which is
the principals’ personal capital.

Past performance is not a guarantee of future results.
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THIS IS NEITHER AN OFFER TO SELL NOR A SOLICITATION OF AN OFFER TO BUY THE SECURITIES DESCRIBED
HEREIN. AN OFFERING IS MADE ONLY BY A PROSPECTUS. THIS LITERATURE MUST BE PRECEDED OR
ACCOMPANIED BY A CURRENT PROSPECTUS. AS SUCH, A COPY OF THE CURRENT PROSPECTUS MUST BE
MADE AVAILABLE TO YOU IN CONNECTION WITH THIS OFFERING. BEFORE YOU MAKE AN INVESTMENT IN THIS
OFFERING, YOU SHOULD READ AND CAREFULLY REVIEW THE CURRENT PROSPECTUS IN ORDER TO UNDERSTAND
FULLY ALL OF THE IMPLICATIONS INCLUDING THE RISKS, CHARGES AND EXPENSES OF THE OFFERING OF
SECURITIES TO WHICH IT RELATES. No Offering is made except by a prospectus filed with the Department of Law of
the State of New York. Neither the Attorney-General of the State of New York nor any other state or federal regulator
has passed on or endorsed the merits of this offering or these securities or confirmed the adequacy or accuracy of the
prospectus. Any representation to the contrary is unlawful. All information contained in this material is qualified in its
entirety by the terms of the current prospectus. The achievement of any goals is not guaranteed.
Terra Capital Markets (Member FINRA/SIPC) is the dealer manager for Terra Income Fund 6, Inc., which is a business
development company (BDC).
An investment in Terra 6 is speculative and involves a high degree of risk.
An investment in Terra 6 is subject to significant fees and charges.
We invest in securities that are rated below investment grade by rating agencies or that would be rated below
investment grade if they were rated. Below investment grade securities, which are often referred to as “junk,” have
predominantly speculative characteristics with respect to the issuer’s capacity to pay interest and repay principal. They
may also be difficult to value and illiquid.
We do not intend to list our shares on any national securities exchange during or for a significant time after the end
of the offering, and we do not expect a secondary market in the shares to develop. An investment in our shares is not
suitable for you if you need access to the money you invest. If you are able to sell your shares, you will likely receive less
than your purchase price.
Our distributions may constitute a return of capital and reduce the amount of capital available to us for investment.
Distributions funded from a return of capital are not funded from our net profit. Any profits returned to stockholders
through distributions will be distributed after payment of fees and expenses. To date, a significant portion of
distributions have constituted a return of capital.
This is a ‘‘best efforts’’ offering, and if we are unable to raise substantial funds, we will be limited in the number and
type of investments we may make, and the value of your investment in us may be reduced in the event our assets
under-perform. Because our dealer manager is one of our affiliates, you will not have the benefit of an independent due
diligence review of us, which is customarily performed in firm commitment offerings; the absence of an independent
due diligence review increases the risks and uncertainty you face as a stockholder. Our board of directors may change
our operating policies, objectives or strategies without prior notice or stockholder approval, the effects of which may be
adverse. There may be conflicts of interest related to obligations our advisor has to our affiliates and to other clients.
Economic activity in the United States was adversely impacted by the global financial crisis of 2008 and has yet to fully
recover. These conditions may make it more difficult for us to achieve our investment objectives. Our ability to achieve
our investment objectives depends on Terra Income Advisors’ ability to manage and support our investment process. If
our advisor were to lose any members of its senior management team, our ability to achieve our investment objectives
could be significantly harmed. If we overestimate the value or income-producing ability or incorrectly price the risks of
our investments, we may experience losses.
As a public company, we are subject to regulations not applicable to private companies, such as provisions of the
Sarbanes-Oxley Act. Efforts to comply with such regulations will involve significant expenditures, and non-compliance
with such regulations may adversely affect us. Prior to raising significant capital, we may be required to keep a
significant portion of our offering proceeds in cash and cash items (including receivables) and U.S. government
securities to enable us to acquire assets that meet our desired investment profile and to meet certain RIC qualification
requirements. As a result, until we have raised substantial capital, your return may be lower due to the lower rates
available on cash and cash items and U.S. government securities. Foreclosures create additional ownership risks that
could adversely impact our returns on mortgage investments. Delays in liquidating defaulted mortgage loans could
reduce our investment returns. You may have current tax liability on distributions you elect to reinvest in our common
stock but would not receive cash from such distributions to pay such tax liability.
We intend to qualify as a RIC for federal income tax purposes but may fail to do so. Such failure would subject us to
federal income tax on our taxable income (which would not be reduced by dividends we distribute), which would have a
material adverse effect on our financial performance.

