Major U.S. Retailer Files Suit Alleging Multi-
State Real Estate Fraud, Bribery Scheme

November 08, 2017 | Jarred Schenke, Bisnow Atlanta

The country's largest mattress retailer is accusing a host of real estate companies
and executives, including its nationwide real estate broker, of a multiyear scheme
that involved inflated store rents, bribes, high-priced gifts and kickbacks from
developers. The company claims the scheme may have affected more than 800
stores nationwide.

Houston-based Mattress Firm is suing Colliers
International's Atlanta office, Colliers International Senior
Vice President Alexander Deitch and two of the retailer's
former in-house real estate executives — Bruce Levy and
Ryan Vinson — for allegedly steering Mattress Firm stores to
locations with leases well above market rates.

Mattress Firm, which operates more than 3,400 stores across the country, did not
disclose an exact dollar amount it claims it lost as a result of the scheme, nor an
exact number of affected leases. It alleges in the lawsuit that the trio was
responsible for some 1,500 new stores during their time leading Mattress Firm's
real estate efforts, as well as hundreds more lease renewals.

Many of those properties were allegedly owned by an “inner circle” of developers —
also named as defendants in the lawsuit — that provided kickbacks and gifts to
Colliers, Levy and Vinson in return for favorable Mattress Firm deals.

Mattress Firm tapped Deitch in 2010 to help expand its retail empire. According to
a lawsuit filed in Harris County, Texas, Oct. 30, Deitch, Levy and Vinson were the
primary influence on the retailer's real estate decisions, from where to open and
close stores to construction budgets.

The arrangement helped Deitch become one of Colliers' top producers, Mattress
Firm claims in the suit. The retailer also accused Colliers of being negligent and
overlooking Deitch's "improprieties"” since it reaped commissions from the
arrangement.

Sources tell Bisnow Deitch was fired this past week. A link to his biography on the
firm's webhsite has heen disabled. but his office nhone still identifies him as heinge



there.

“We do not comment on the comings and goings of our professionals,” Colliers said
in a statement through a spokesperson. “Colliers takes its professional and ethical
obligations seriously. Colliers is not aware of any information to substantiate the
specific allegations. As a policy, the company does not comment on active legal
matters."

Hicks Thomas LLP partner John Thomas, who is representing Mattress Firm in the
suit, said the dollar impact to Mattress Firm was significant, although he did not
disclose an exact number. The lawsuit claims one portion of the scheme alone — a
$50K broker fee per lease — could have cost the retailer at least $40M in excess

payments.

Thomas said the company was tipped off to potential wrongdoing in 2016 by an
unidentified party outside of Mattress Firm. Levy and Vinson were allegedly fired
last year as a result of a preliminary inquiry, he said.

“We're open to possibly discussing resolution with the defendants,” he said.
“Turning to a company like [Colliers] with that credibility, that's what [Mattress
Firm executives] relied upon to bring them deals. Unfortunately, that trust was
misplaced.”

In the lawsuit, Mattress Firm details an alleged nearly decade-long, multilayered
scheme principally controlled by Levy and Deitch, with the knowledge of Vinson.
Mattress Firm accused Deitch and Levy of using a series of shell companies to
"secretly own" numerous properties that housed new Mattress Firm stores, along
with the help of an "inner circle" of developers who concealed their equity interests.

Those developers also allegedly paid bribes and kickbacks to Deitch, Levy and
Vinson to secure a "large number of [Mattress Firm] leases," charge above-market
rents and secure leases lasting longer than typical for a Mattress Firm store. That
allegedly allowed the developers — Nashville-based Oldacre McDonald, Illinois-
based Quattro Development, Florida-based Win-Development and Kirkland,
Washington-based Madison Development Group — "to 'flip' the properties within
weeks or months after lease execution for millions of dollars in profits,” Mattress
Firm attorneys said in documents.

The retailer also accused Deitch of supplying undefined kickbacks to Levy and
Vinson to secure his deal with Mattress Firm as the master broker. In order to push
store growth, the trio presented Mattress Firm's real estate committee with "falsely



optimistic sales forecasts" and "misrepresented the projected per-store sales for
leases," the lawsuit alleges.

Levy and Deitch also were accused of engaging in numerous real estate deals with
developers that were not disclosed to Mattress Firm, violating company policy.

The situation allegedly came to a head in 2016 when Mattress Firm fired Levy and
Vinson. Mattress Firm attorneys claim the duo admitted at that time to company
executives they received numerous items from Deitch, including cash, loans, an
expensive watch, trips to places like Europe and the Dominican Republic, and
expensive bottles of wine, according to the suit.

Calls to Vinson and Levy were not returned as of press time, nor were calls to the
various developers named in the lawsuit. Messages left with Deitch at Colliers also
were not returned. None of the defendants filed answers in Harris County District
Court as of press time.

Mattress Firm attorneys maintain in the lawsuit that, had it not discovered the
scheme, the trio may have continued their activities, profiting "from their illegal
and illicit activities through hidden investments in properties leased to [Mattress
Firm]."
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BR WILIAMS | william A. Gary, MBA, MIM

Principal & Managing 100% Tenant/Buyer Representative

Having successfully negotiated over 490 transactions during 39 years in the industry, William Gary is a very, very
experienced commercial estate professional. Desctibed by his clients and peers as "direct, creative, organized and
professional," Will has earned the wisdom that comes from having a diverse
business background. Christopher P. Gallo of KPMG Peat Marwick noted
that Will has "#hat rare quality of both detail and 'big picture’ real estate expertise."

With wotld-class learning experiences at Cushman & Wakefield, Frederick
Ross Company (now Newmark), 1liff, Thorn & Company (now CBRE) and
CoRE Partners, Will has pushed himself to learn his craft in the rough and
tough arena of commercial real estate. Prior to entering commercial real
estate, Will worked in Metro New York City in national brand advertising at
Benton & Bowles (now Publicis) and in consumer goods marketing with
Richardson-Vicks (now Procter & Gamble). Will has done a lot in the world
of big-time, corporate business.

A patient and detailed professional, Will prides himself in finding creative
and effective solutions to problems. "He has a reputation of getting the job done,
and done right," says Phil Dunne, Executive Director of the Texas Medical
Foundation. With decades at the table as Tenant Rep, Will has honed his craft
and become a very sharp, master negotiator. Superior negotiators are hard to find and Will has earned his stripes
in this department.

Will has received many honors in advertising and real estate. He received "Creative Deal of the Year" while at
Cushman & Wakefield for a lease with Pet Expo, a pet superstore. The Flick Report named him to their "All-Star
Line-Up" for transactions totaling 236,345 square feet. He has been a Commercial Broker in Austin, Texas, and
in Denver/Boulder, Colorado.

Teresa Krieger, CFO of Applegate Group, a regional water resources engineering firm, said, “I have been working
with William for over the past 10 years. He has been instrumental in finding us great new office space. He is an excellent negotiator
and has very creative ideas when it comes to initial leases and lease renewals. William was also able to find a subtenant for some
extra office space we had so that we could reduce onr rental expenses until we relocated. He has so much knowledge in this area and
is 50 effective, I will continue to use him and recommend him for commercial real estate transactions.”

Performing at high levels for his clients is not new to Will. He won academic scholarships to attend Southern
Methodist University (SMU) in Dallas, Texas, and graduated with honors in Economics and an MBA in
Marketing. Will also earned a Master of International Management (MIM) with highest honors at the renowned
Thunderbird School of Global Management in Phoenix, Arizona, now part of Arizona State University.

MacLaurin Williams strongly believes in giving back to the community and has completed pro bono Tenant
Representation projects for Colorado Preservation, Inc., a Montessori charter school, Al-Anon Service Center,

Family Resource Center Association and Bicycle Colorado.

In his leisure time, Will enjoys road cycling and MacLaurin Williams has proudly sponsored two amateur cycling
teams, Rocky Mountain Road Club ("RMRC") in conjunction with Tutin Bicycles and also COBRAS.
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