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Welcome to the Event

Thank you for attending the #&\nnual Pima County Commercial Real Estate MarkeeEast
Competition. We owe a great deal of gratitude to the Pimatg&eal Estate Research
Council, Inc. for generously sharing the Metropolitan Land Use Study with us overmptmsse
18 years.

The Metropolitan Tucson Land Use Study (MTLUS), lregn 1969, is sponsored by the Pima
County Real Estate Research Council, Inc. and is productelfyffice of Economic
Development at the University of Arizona through the diligent effort®afid de Kok and
Marshall Worden. Mr. de Kok directs and authoss garterly Metropolitan Tucson Land Use
Study. Mr. Worden is his co-author and presergsfitidings during forums held in February,
May, August and November of each year.

The MTLUS report is an authoritative and comprehenstudy of real estate activity in the
Tucson metropolitan area. Each report containk botrent and historical data for the major
land use categories featured in this forecast competition.

The Southern Arizona CCIM Chapter is proud to be a Diamonasgpof the Research
Council. Many of our chapter members are also &ebeCouncil members. If you are not a
member of the Pima County Real Estate Researchdlpyau should consider joining. It is
one of the best forums you could attend. A membershipcapipin is included toward the back
of this program book.

Next, we greatly appreciate the financial suppatf all of our sponsors. Their commitment
to the CCIM chapter demonstrates their commitmenthe commercial real estate business.
They provide services that can be beneficial ta yusiness. Please give them the opportunity
to serve you.

Finally, special thanks to the presenters for ther$ they spent preparing their 2009 forecast
and sharing it with us today. Really, they are sharing thairy years of experience and

market knowledge. When we asked one presenterltwogvit took to prepare his prediction,
the response was immediate; labout 20 years". We hopenyoy the event.

Gary Heinfeld, CPA, CCIM Debbie Heslop, CCIM
2009 Chapter President Vice President/President (40
2009 Market Forecast Chair
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2009 CCIM Forecast Committee

The responsibility of the Forecast Committee is to orgagmzepromote the annual
forecast. Specific duties include, but are not limited tolgetary items, venue, menu,
the selection of contestants, the production of the bbekptomotion of
the event, and to oversee the operation of the event.
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Southern Arizona CCIM Chapter
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Ralph D. #Hoot# Gibson

An American Hero

Hoot died January 2, 2009, in a fall while doingatvhe loved to do - showing property
to prospective buyers.

Hoot retired from the Air Force in 1974 and came to Tucson to begin a secondrtareer
real estate. As broker of Hoot Gibson Realty arsdolwn best sales agent, he sold
hundreds of properties and touched thousands&s liv Tucson and southern Arizona.
Hoot was an active member of CCIM and a CCIM caaididHe will be missed by the
entire CCIM family.

In addition to realty-related organizations, he wesive in Kiwanis, the Business
Association of Tucson, Caballeros del Sol, Exe@silnternational, and SAHBA as well
as several military-related organizations: the Air Force As&taedalians, Fighter Aces
Assoc., Thunderbird Alumni Assoc., River Rats, &aPitots, Super Sabre Society, QB's,
and the Pima Air Museum. In recent years he wasdtedl into the lllinois Military
Aviation Hall of Fame and the Arizona Aviation Hall Fame. Hoot was an energetic
member of the Tucson community.

Col. (Ret.) Ralph D. #Hoot# Gibson Ralph D. #H@bBson was born in Keensburg,
llinois and raised in nearby Mt. Carmel. His mititacareer began in 1943 when he joined
the U.S. Air Corps. During his 31 years as a figpit, he served in the occupation of
Japan after WWII; in the Korean War, where he bextm world's third jet ace; and in
Vietnam. Other assignments included two tours im@&y and a tour as Leader of the
USAF Thunderbird Air Demonstration Team. Among deeorations Hoot earned in the
Air Force were two Silver Stars, two Legions of Mefiour Distinguished Flying
Crosses, Bronze Star/V, Meritorious Service MetllAir Medals, and the Air Force
Commendation Medal. He is survived by his wife, Danthree sons, Scott, Duane and
Craig; four grandchildren, Alexandra, Layla, Carrie and Michael; ar,s@pal Hamm
and brother, Will Gibson.



2009 Pima County Commercial Real Estate Market Foast Competition
Thursday March 12th 2009
Loews Ventana Canyon Resort

12:30pm - 1:00 pm Registration
1:00pm - 3:20pm Introductions by Gary Heinfeld, CPA CCIM$Southernrikona CCIM Chapter President

Moderator:
Debbie Heslop, CCIM$Southern Arizona CCIM Chapteicé President

Keynote Speaker with Opening Remarks
Donald Diamond$Chairman, Diamond Ventures, Inc.

*Nancy McClure% CB Richard Ellis
RETAIL Brenna Lacey$Volk Company
George Larsen, CCIM$Larsen Baker LLC

* Mark Biery, CCIM$Chapman Lindsey Commercial RE
OFFICE Mike Gross$Tucson Realty & Trust Commercial
John Yarborough$Romano Real Estate

* Will White$Arizona Land Advisors
LAND Bob Benedon, CCIM$Long Realty Company
Art Flagg$Former Senior Vice President, KB Homes

* Mike Chapman$CB Richard Ellis
MULTIFAMILY John Buette$Sperry Van Ness
Jim Robertson, CCIM$Long Realty Company

3:20pm - 3:35pm  Break

* Howard Kong, CCIM$Grubb & Ellis
INDUSTRIAL Dave Gallaher, CCIM$Tucson Industrial Realty
Terry Lavery, CCIM$Oxford Asset Management

* Gordon Wicker, Axia Real Estate Appraisers
APPRAISAL Andria Burke$Burke Weissenborn
Steve Cole$Southwest Appraisal

* Farrah Kay, CCIM$National Bank of Arizona
FINANCE Paul Kraft, Wells Fargo
Laurie Weber, CCIM$LendAmerica

*Winner of the 2008 Pima County Commercial Real Bt Market Forecast



Keynote Speaker!Donald Diamond

Donald R. Diamond
Chairman, Diamond Ventures, Inc.

Mr. Donald R. Diamond is Chairman of Diamond Ventures, Inc. His business interests include
a variety of real estate investments and development gafpethe southwestern United States
and Mexico.

Born in New York City in 1928, Mr. Diamond attended elementary and junior high school in
Arizona. After serving in the Army, he returned to Arizond attended the University of
Arizona from 1947-49. From 1950-65, Mr. Diamond enjoyedcaessful career in the
commodities business as vice president of ACLI Internatiom New York City. He returned to
Tucson full-time in 1965.

Mr. Diamond's successful career in land development began in the mid 1960's with the
acquisition of the 450-acre Pima Canyon Estates custom siteneommunity in the Catalina
Foothills. Later, he acquired the 5,000-acre Rocking #K#liRane of Tucson's largest
master-planned developments; more than 12,000 acres from the Howard Hughes Estate; and
The Canyons, a 160-acre, premiere luxury home site conynarilie Catalina Foothills. More
recently, Mr. Diamond's company acquired a 5,200-acreepgwr®eoria, Arizona, and a
1,600-acre parcel in Casa Grande, Arizona.

Previously, Mr. Diamond was an owner and president of NBC-affiliate KVOA-TV (1971- 82)
in Tucson; a partner in Arizona Mail Order (1975-98), ondneflargest national mail order
firms in women's ready-to-wear apparel; a founder, vice president and one of the principal
owners of the Phoenix Suns (1968-87); owned an interest in the Arizona Diaanksidénd a
board member of the United Bank of Arizona and its holdimgpamy, United Bancorp
(1975-88).

For four decades, Mr. Diamond has played a majerirosupporting Tucson's community,
national and international health, as well as educatidrcharitable service organizations. He
spearheaded the building of the current Jewish Commueitye€in Tucson and serves as a
member of several boards including the National Board ofshds for the University of

Arizona's Eller College of Business and Public Administration, board of directors of the Rincon
Institute and the Sunstone Cancer Support Foundationuth&a Arizona.

He was named an honorary life member of the National Law Clemtiter-American Free

Trade for his efforts to foster U.S. business with Mexico, and was presented with an honorary
degree of doctor of humane letters from the University of Arizona for his continued support of
this institution. In 1973 he served as chairman of the United Way and ran their general
campaign, and in 1995 he was the first chairmaheUnited Way's Tucson Alexis de
Tocqueville Society.



CCIM
Summary of 2009 Individual Forecast

2008 Forecast and Actuals are included for only the 2008 winners. Benchmark data for vacancy rates and residential building
permits is provided by the University of Arizona Office of Economic Development - Metropolitan Land Use Study
(3rd & 4th Qtr. 2008)

RETAIL Vacancy Rate for Shopping Centers and Dec 2009 Forecast 2008 2008
Street-Side Commercial Space Vacancy Absorption Forecast Actual
Nancy McClure - CB Richard Ellis Tucson 13.00% not given 8.59% 9.60%
Brenna Lacey - Volk Company 12.10% not given
George Larsen, CCIM - Larsen Baker LLC 12.550% -160,000 sq ft
OFFICE Vacancy Rate of Leasable Space Sept 2009 Forecast 2008 2008
4 P Vacancy Absorption Forecast Actual
Mark Biery, CCIM- Chapman Lindsey Commercial RE 16.80% not given 15.10% 15.20%
Mike Gross - Tucson Realty & Trust Commercial 16.10% not given
John Yarborough - Romano Real Estate 16.50% not given
LAND ! Total number of residential building 2009 2008 2008
permits issued in the year Forecast Forecast Actual
Will White- Arizona Land Advisors 1,863 3,742 3,331
Bob Benedon, CCIM - Long Realty Company 2,842
Art Flagg - Former Senior Vice President, KB Homes 2,050
Dec 2009 Forecast 2008 2008
MUTIFAMILY HOUSING Vacancy Rate .
Vacancy Absorption Forecast Actual
Mike Chapman- CB Richard Ellis 12.00% 1500 units 8.75% 9.96%
John Buette - Sperry Van Ness 9.99% -225 units
Jim Robertson, CCIM - Long Realty Company 8.20% 190 units
INDUSTRIAL Vacancy Rate of Leasable Space Sept 2009 Forecast 2008 2008
y P Vacancy Absorption Forecast Actual
Howard Kong, CCIM ! CB Richard Ellis 19.59% -975, 000 sq ft 13.20% 14.50%
Dave Gallaher, CCIM - Tucson Industrial Realty 17.92% not given
Terry Lavery, CCIM - Oxford Asset Management 18.20% "negative"
APPRAISAL ! Estimated Market Values Ending Retail Office Industrial  Multifamily
December 2009 per sq ft per sq ft persqft  |per unit
2008 Actuals Prices $120.20 $176.20 $95.00 $56,294
2008 Forecast Prices $195.00 $155.00 $73.50 $59,500
2009 Forecast Prices:
Gordon Wicker - Axia Real Estate Appraisal $165.00 $150.00 $72.00 $42,500
Andria Burke - Burke Weissenborn $98.88 $148.88 $68.88 $48,888
Steve Cole - Southwest Appraisal $140.00 $130.00 $75.00 $45,000.
FINANCE - 5 Year LIBOR SWAP 12/31/09 2008 2008
Forecast Forecast* Actual*
Farrah Kay ! National Bank of Arizona 2.87% 3.97%
Paul Kraft - Wells Fargo 4.00% *last year's contest based on 10-Yr T Note
Laurie Weber, CCIM - LendAmerica 2.50%













CCIM
Previous Retail Winners

2008 Nancy McClure
CB Richard Ellis

2007 Nancy McClure
CB Richard Ellis

2006 George Larsen, CCIM
Larsen Baker, LLC

2005 Rob Gillette
Gillette Commercial, Inc.

2004 Brenna Lacey
Volk Company

2003 Brenna Lacey
Volk Company

2002 Brenna Lacey
Volk Company

2001 Brenna Lacey
Volk Company

2000 Craig Finfrock
Grubb & Ellis

1999 George Larsen, CCIM
Larsen Baker

1998 Nancy McClure
Volk Company

1997 Rick Volk
Volk Company

1996 Rick Volk
Volk Company

1995 Brenna Lacey
Volk Company

1994 Greg Furrier
CB Commercial

1993 Douglas E. Marsh
Grubb & Ellis

1992 Rick Volk
Volk Company
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RETAIL Use Category

RETAIL Vacancy Rate for Shopping Centers Dec 2009 Forecast 2008 2008
and Street-Side Commercial Space Vacancy Absorption  Forecast Actual
Nancy McClure - CB Richard Ellis Tucson 13.00% not given 8.59% | 9.60%
Brenna Lacey - Volk Company 12.10% not given

George Larsen, CCIM - Larsen Baker LLC 12.55% -160,000 sq ft

Determining The Winner

In the Retail Use category, the forecast is the Vacancyd®@te combination of shopping
centers and street-side commercial space as of the 4theQuia2009 as determined from the
Metropolitan Tucson Land Use Study ("MTLUS"). The presenddso prepare a forecast for
the net absorption of square feet during the 12 monthdgending December 2009. If no
absorption figure is given, then a value of zero square fidldierassigned.

The presenter with the vacancy rate closest to the MTLUBspeld vacancy rate will be
declared the winner and automatically invited back to @i®Zorecast competition. In the
event that the published vacancy rate, which is roundede@ecimal place, does not
determine a winner, then the decimal place will be extendelivitiing the vacant square feet
by the total leasable square feet as published by MTLUtBelBvent of identical predictions,
the presenter who predicts the net absorption eqoatage closest to MTLUS will be declared
the winner.

The final arbitrator to determine a winner will be theedior of the MTLUS report when
published.

Only the 2008 winner of the Commercial Real Estate Marketdast Competition has their
remarks published in the 2009 Commercial Real Estate MRAdtetast Competition book.

The Presenters

Nancy McClure!CB Richard Ellis
The 2008 Winner of the Commercial Real Estate Market Forecast Competition

Nancy McClure is a First Vice President at CB Richard Ellissbn, LLC, specializing in retail
properties. With over 22 years in the commercial real estate field, Ms. McClure!s business fo-
cus has been in representing shopping center owners anet&épusinesses in Southern Ari-
zona. She currently represents a substantial portion @fittnary retail product in the Tucson
market and is able to handle all aspects of retail # fromilggsuser sales, investment sales, as
well as new development. Client satisfaction is key to MSCMre and consistent delivery of
guality service is synonymous to her reputation.



The Presenters, Cont!d.

Brenna Lacey, Vice President!Volk Company

Brenna Lacey has over 25 years experience in tlemAa commercial real estate market. She
has been a retail specialist her entire career and is reedghroughout Arizona and the
Southwestern United States as a top retail broker.

Active professionally and in the community, Brenna has moderated and participated in several
speaker panels for the International Council of ShoppingeZe and Pima County Real Estate
Research Council, has won the CCIM Forecast Competition several years, and prides herself on
her many longstanding client and broker relationships in the shopping center inBhsthas
consistently served in community and non-profit leadership positions, including past President
of the Jewish Community Foundation, and was recognized asaWof the Year by the Jewish
Federation of Southern Arizona in 2005.

Brenna had the distinction of leasing Tucson's firstiafi'power center" as well as several of
its "specialty centers". Her expertise includes all phaseetail real estate work, from land
sales, to project preleasing and leasing, to investmead. s3ihe enjoys the creative process
involved with development teamwork and has been highlyesséal working with new project
development throughout her career.

George C. Larsen, GRI, CCIM, CPB " Larsen Baker, LLC

George C. Larsen, CCIM is the broker and co-owner of LarskarBaL.C and President of
Arizona Development Group, Inc. He has over twdivy years experience in commercial real
estate sales, management and development. With partnéddker, he has developed and

now owns and manages a portfolio of 50 retail/office properties in Arizona totaling = 2,400,000
sq.ft. He has an MBA from Arizona State Universitgeorge is a Senior Emeritus Instructor

on the CCIM faculty and was awarded the Commercial Progeiitgder designation of the Na-
tional Association of Homebuilders.



www.cbre.com/research

Quick Stats
Change from Iasi
Current  Yr. 6 Mos}

Vacancy 9.14%

Lease Rates $19..1

Net Absorption* 654,739

Construction 562,5..9

*The arrows are trend indicators over the speci-
fied time period and do not represent a positive
or negative value. (e.g., absorption could be
negative, but still represent a positive trend over
a specified period.)

Hot Topics

The Tucson shopping center survey shows both
strengths and weaknesses for the second half of
2008, similar to the first half of the year. Weakness
in existing, older properties combined with occupied
new construction continued to show mixed statistical
results. The further erosion of consumer confidence
and retail sales has halted many expansion plans,
causing others to pull back and close some stores.

Shopping center vacancy rose to 9.1 percent at
year-end, up from 8.3 percent at mid-year and
7.4 percent at the end of 2007. Vacancy declined
steadily for several years, ending in 2007. In 2008
we had a full year of increasing rates, beginning a
trend that is likely to continue. Vacancy continued to
increase in the Northwest submarket, rising to 9.81
percent from an adjusted 6.76 percent at mid-year.
The West submarket also increased. The Northeast
submarket faired well with a decline of several per-
centage points to 10.9 percent. All submarkets ex-
perienced an increase in vacancy in existing space;
however the Northwest and Southwest added large
occupied new construction, which tempered the

- Activity in existing space CO”“HH@%&)S in those areas. Noteworthy is the widening
to slow as owners seek Stablllzpidad between availability and vacancy. Market

rent rolls.

wide the available rate was 10.4 percent, a full 1.3
percentage points above vacant space. This equates

- Vacancy continues slow trendto 264,000 square feet of shopping center space

upward from record lows.

- Big box construction in Northvyrqﬁgé

that is occupied, but on the market.

absorption report for shopping centers was
d. The West, Northeast and Central submarkets

and Southwest adds 1 mikion yeported negative net absorption for the year. The
square feet, boosting net abscﬁmtikwest and Northwest posted positive absorp-
i iti Hor tion for the year after adding significant amounts
Into strong positive temto';y' of occupied new construction, which had little effect

. Construction remains weak exX¥e|fcaicy Significant additions were the Tucson
big box centers. : Spectrum at Interstate 19 and Irvington Road and
Oro Valley Marketplace at Oracle and Tangerine

. Consumer confidence is m a f[,%aéjﬁ;a]'f]ere was 1 million square feet of occupied

with retail sales foIIowmg.5 Vacancy Rate vs. Lease Rate

12%

CB RICHARD ELLIS

MarketView

Tucson Retall

Year-End 2008

new product added to the market in 2008, mostly

large tenants such as Wal-Mart, Best Buy and Harkin
Theaters. This provided 654,000 square feet of net
absorption in the second half of the year, bringing

the year's total to 941,631 square feet. Existing
space had negative absorption of 132,000 square

feet.

There was 1.4 million square feet of new construc-
tion completed during 2008. That is a 6 percent
increase in Tucson’'s shopping center base. Of the
new space added to the market, 1 million square
feet was occupied or pre-committed at opening.
However, there is very little new product antici-
pated to break ground in 2009, and some of the
aforementioned pre-committed space may not be
occupied. Retailers are pulling back wherever they
can, even in buildings in which they have already
committed. Tucson currently has 9 million square
feet of new shopping centers in the planning stage.
During the past housing boom most of this product
had completion goals between 2010 and 2012.
However, with increasing unemployment and retail
sales plunging to new lows, the horizon for these
new projects seems out of sight. Developers and
owners have other issues to work on such as financ-
ing rollovers and rent roll stabilization on existing
properties, creating little opportunity for construction
activity in 20009.

Current market conditions warrant a softening of
lease rates, as landlords hang on to their tenants.
The average asking rental rate at year-end 2008
was $19.44 per square foot, down from $20.48

per square foot at the end of 2007. The average
mid-year rate was reported at $19.06 per square
foot. If holiday sales are weak, rental rates may
drop significantly in 2009 as landlords shelter their
proformas in competition for users.

$19.44
9.14%

Lease Rate
Vacancy Ratml

$22.00

- Sublease space increases.

11%

- Rental rates have softeneid further.

10% -+

$20.00

9% -

$18.00

r $16.00

8% -

7% A
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2Q03
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2Q04
4Qo4
2Q05
4Q05

2Q06

r $14.00

r $12.00

+ $10.00
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4Qo7
2Q08
4Qos

)08, CB Richard Ellis, Inc.



Market Statistics - Second-half 2008 §
-
5
Gross Rentable Vacancy  Availability Avg. Asking %‘
Sub-Market Area Rate % Rate Net Absorption  Constructiomase Rates i
Northwest 6,476,159 9.81% 10.85% 564,298 541,319 i
W BB 3% 3™ (1% 0 RS 1) %
Southwest 4,189,027 8.06% 11.18% (20,900) 0 2
Southeast 4,034,440 8.45% 8.55% 33,528 0
Northeast 3,139,200 10.90% 14.45% 38,848 0
Central 1,001,241 10.27% 10.90% 40,387 21,000 $2
Totals/Averages 19,413,785 9.41% 10.44% 654,759 562,319 $19.44

The University of Arizona Forecasting project declared Tucson and the State in a recession in its 2007 fourth
construction unemployment began to rise rapidly. The U.S. economy entered recession six to eight months lat
recession on that national prediction. By its 2008 fourth quarter report, the University reported that unemploy
service sectors, as well. It now appears that even healthcare is feeling the effects of the downturn.

Personal income growth fell 2.2 percentage points to 4.2 percent over last quarter, while retail sales dropped
consumer driven growth of the last recovery is over and the results are trickling through retail into warehousing
the service sectors, office properties will share the stress.

Few recessions last longer than 18 months, in fact only twice has it lasted that long durihig thenposi-\Wfa2RDWa
should be Tucson's horizon for the cycle unless the lagging national economy forces ugiigitd mdathEenehtiohzdh
above. That is our window for recovery.

New Construction New Constructiort, 210,236 SF

The addition of 562,319 square feet of new construction du

1222222 | year, cor_npined with 586,314 square feet from the first half,
o over a million square feet.
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Vacancy Vacancy W 9.14%

The year-end vacancy for Tucson retail space wa
from the mid-year rate of 8.37 perasnnditetecanu
1% trend toward an increase in vacancy rates, which i

into the future.
10% |
o6 |
8% |
79 |
6% |

Lease Rates Lease Ratemll  $19.44

- The average asking lease rate for the Tucson retalil
gain from mid-year rates. 2008 closed with an ave

$20 $19.44, up from the mid-year average of $19.06, b
2007 year-end lease rate average of $20.48.

$18
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Absorption Absorptionssl 654,759
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Net absorption for the second half of 2008 was 654
900,000

0000 up from 286,872 at mid-year. The absorption rate
700,000 space during all of 2008 was 941,631.
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Tucson Retail

Submarket Map

CB Richard Ellis

3719 North Campbell Avenue
Tucson, Arizona 85719
520.323.5100

PAT DARCY VINCENT MAST
Senior Associate Senior Associate
520.321.3345 520.323.5160

vincent.mast@cbre.com
www.cbre.com/vincent.mast

pat.darcy@cbre.com
www.cbre.com/pat.darcy

JESSE PERON
Associate
520.323.5105 520.323.5130
shannon.murphy@cbre.com jesse.peron@cbre.com
www.chre.com/shannon.murphywvww.cbre.com/tucson

SHANNON MURPHY
Associate

TUCSON OFFICES

CBRE Mgmt. Services
4750 N. Oracle Road, Suite 210
Tucson, Arizona 85705 :
520.888.5127

NANCY McCLURE

First Vice President
520.323.5117
nancy.mcclure@cbre.com
www.cbre.com/nancy.mcclure

PETE VILLAESCUSA

First Vice President

520.323.5112
peter.villaescusa@cbre.com
www.cbre.com/peter.villaescusa

© Copyright 2008 CB Richard Ellis (CBRE). Statistics contained herein may represent a different
data set than that used to generate National Vacany and Availability Index statistics published :
by CB Richard Ellis’ Corporate Communications Depatment or CB Richard Ellis’ Research and
Econometric Forecasting unit, Torto Wheaton Research. Information herein has been obtained from
sources believed reliable. While we do not doubt its accuracy, we have not verified it and make no

CBRE

guarantee, warranty or representation about it. It is your responsibility to independently confirm
its accuracy and completeness. Any projections, opinions, assumptions or estimates used are for
example only and do not represent the current or future performance of the market. This information

is designed exclusively for use by CB Richard Ellis clients, and cannot be reproduced without prior

CB RICHARD ELLIS

written permission of CB Richard Ellis.

Average Asking Lease Rate

Rate determined by multiplying the asking t
rate for each building by its available space
the products, then dividing by the sum of th
space with net leases for all buildings in the

Net Leases

Includes all lease types whereby the tenant
agreed rent plus most, or all, of the operatir
and taxes for the property, including utilities
and/or maintenance expenses.

Market Coverage
Includes all competitive office buildings 10,!
feet and greater in size.

Net Absorption
The change in occupied square feet from o
the next.

Net Rentable Area

The gross building square footage minus th
core, flues, pipe shafts, vertical ducts, balcc
stairwell areas.

Occupied Area (Square Feet)
Building area not considered vacant.

Under Construction
Buildings which have begun construction a:
by site excavation or foundation work.

Available Area (Square Feet)
Available Building Area which is either phys
or occupied.

Availability Rate
Available Square Feet divided by the Net R

Vacant Area (Square Feet)
Existing Building Area which is physically vi
immediately available.

Vacancy Rate
Vacant Building Feet divided by the Net Re

Normalization

Due to a reclassification of the market, the |
number and square footage of buildings of
quarters have been adjusted to match the ¢
Availability and Vacancy figures for those b
been adjusted in previous quarters.

For more information regarding the
MarketView, please contact:

F. Donald Ahee, Assistant Director
CB Richard Ellis Tucson, LLC
3719 N. Campbell Avenue, Tucson
T. 520.323.5122 F. 520.323.5156
don.ahee@cbre.com
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Previous Office Winners

2008 Mark Biery, CCIM
Chapman Lindsey Commercial RE

2007 Richard M. Kleiner, SIOR
PICOR Commercial Real Estate Services

2006 Richard M. Kleiner, SIOR
PICOR Commercial Real Estate Services

2005 Mark C. Irvin, CCIM, SIOR
Mark Irvin Commercial Real Estate Services

2004 Mark C. Irvin, CCIM, SIOR
Mark Irvin Commercial Real Estate Services

2003 Mark C. Irvin, CCIM, SIOR
Mark Irvin Commercial Real Estate Services

2002 Richard M. Kleiner, SIOR
PICOR Commercial Real Estate Services

2001 David A. Volk
CB Richard Ellis

2000 David A. Volk
CB Richard Ellis

1999 David A. Volk
CB Richard Ellis

1998 Mark C. Irvin, CCIM, SIOR
Mark Irvin Commercial Real Estate Services

1997 Michael A. Gross
Tucson Realty & Trust

1996 Michael A. Gross
Tucson Realty & Trust

1995 Scott Jensen
Grubb & Ellis

1994 Michael A. Gross
Tucson Realty & Trust

1993 Michael A. Gross
Tucson Realty & Trust

1992 Richard Shenkarow
CB Commercial
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OFFICE Use Category

Sept 2009 Forecast 2008 2008
OFFICE Vacancy Rate of Leasable Space - i
Vacancy Absorption  Forecast Actual
I\R/Igrk Biery, CCIM- Chapman Lindsey Commercial 16.80% not given 15.10% | 15.20%
Mike Gross - Tucson Realty & Trust Commercial 16.10% not given
John Yarborough - Romano Real Estate 16.50% not given

Determining The Winner

In the Office Use category, the forecast is the Vacancy Ratdlfleasable only office space as
of the 3rd Quarter of 2009 as determined from the Metropolitecson Land Use Study
("MTLUS"). Owner occupied space is not included in thedast. The competitors also
prepare a forecast for the net absorption of ldasaily office space (square feet) during the 12
month period ending September 2009. If no absorption figure is given then a value of zero
square feet is assigned.

The forecaster with the vacancy rate closest to the MTLU$&speld vacancy rate will be
declared the winner and automatically invited back to @i®2orecast competition. In the
event of a tie, the forecaster who predicts the net absorpguare footage closest to MTLUS
will be declared the winner.

Only the 2008 winner of the Commercial Real Estate Marketdast Competition has their
remarks published in the 2009 Commercial Real Estate Madtetast Competition book.

The Presenters

Mark Biery, CCIM!Chapman Lindsey Commercial RE
The 2008 Winner of the Commercial Real Estate Market Forecast Competition

Mark has been a Commercial Real Estate Broker €808, and a CCIM Designee since 2002.
He specializes in selling multi-tenant office and reitalestment properties. He is currently
studying NAFTA and FTAA policies and intends to expand his brokerage business into
Mexico, South America, and Nigeria.

Mark has been involved with the Southern ArizondMChapter since 2003, holding several
positions, including the Chapter President in 2006. During his tenure, the SoutherraArizon
Chapter won a !Chapter of Excellence# award from the CQ@b¥tute.

He$s also been active on an international levelirgethe CCIM Institute as a member of the
Member Services committee and International Activities committee.

In 2005, Mark was named a CCIM !Rising Starf€iommercial Investment Real Estate
magazine. In 2006, Mark joined a fellow CCIM on a topNigeria to investigate investment
opportunities, and to promote direct foreign inwgsht in Nigeria. This trip was featured in a
recent issue c€ommercial Investment Real Estategazine.

This is the first time Mark has won the CCIM Forecast Competition.



The Presenters, Cont!d.

Mike Gross!Tucson Realty & Trust Commercial

Thirty (30) years in the Real Estate Field of which approximately Twenty Fiyeyé2s have
been specifically in Office Leasing and Sales in Tucsorzoha.
Awards & Designations:

Senior Sales Associate: Tucson Realty & Trust Compand Del Webb

Agent Advisory Committee: Tucson Realty & Trust Guany

Top Producer for Tucson Realty & Trust Company Camuial Division in 2008, 2006, 2003, 2002,
2001, 2000, 1999, 1998, 1997, 1996, 1995, 19942,18991 and 1989; Top Producer for the Office Mar-
keting Division in 2008, 2007, 2006, 2005, 20040202002, 2001, 2000, 1999, 1998, 1997, 1996, 1995,
1994, 1993, 1992, 1991, 1990, 1989 and 1988; Secpthird Highest Producer for Tucson Realty &
Trust Company Commercial Division in 2007, 20050202003, 1993, 1990 and 1988.

1997 Winner of the Commercial Real Estate Office Market Forecast Competitiontpcebgrthe South-
ern Arizona CCIM Chapter

1996 Winner of the Commercial Real Estate Office Market Forecast Competitiontpcebgrthe South-
ern Arizona CCIM Chapter

1994 Winner of the Commercial Real Estate Office Market Forecast Competitiontpcebgrthe South-
ern Arizona CCIM Chapter

1993 Winner of the Commercial Real Estate Office Market Forecast Competitiontpdebgrihe South-
ern Arizona CCIM Chapter

Received over twenty (20) awards the last two &3rg with Century 21. Top Listing Agent, Top Sales
person, Top Producer, Century 21 Gold Award andidilDollar Club Member were a few of those
awards.

John Yarborough!Romano Real Estate

John has lived in Tucson since 1974. In 1990 he gradivagda Cum Laud&om the
University of Arizona where he received his Bachelor oéSoeé degree while double majoring
in Real Estate and Finance. After graduating, John begaomisiercial real estate career at
Tucson Realty & Trust Company. Within three years, Joas avtop producer while focusing
his efforts in the leasing and sales of office buildings.

John left Tucson Realty & Trust Company in 1996 to work ah&w Real Estate Corporation,
where he is the Vice President of Commercial Brokeragdamses on the leasing and sales
of office and retail properties. Since joining Romano Real Estate Corporation his production
has exceeded %166,000,000.
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2009 Office Division Forecast
by
Mark Biery, JD, CCIM

Hello brokers and fellow commercial real estatefggsionals! As always, thank you for attending thi
year's Forecast, and for your continuing suppothefSouthern Arizona CCIM Chapter.

Well, | got lucky and won the Office Division thygar — because we all got unlucky and ended up in a
recession. There’s really no way | could havegeen the economic circumstances that have hit thein
last year, but I'll do my best to guess where thesbn office market is headed now.

When | think about the collapse of big banks, diffiies in the lending markets, the federal takeafe
Fannie Mae and Freddie Mac; the unavailability capital, frozen Commercial Mortgage-Backed
Securities markets, and a 42-year low Consumeri@amie Index, | can’'t imagine a full recovery from
this recession until 2010 or 2011.

So, how do we calculate an office-vacancy numbeQ®, 2009?
For me, it's pretty simple — | look at the graphhidtorical office vacancies, and imagine the cugoag

up or down. | call it “Office Vacancy Forecast ljuition.” Here's how the vacancy curve lookedrfr
1997 to 2008:

Office Vacancy - up to Q3, 2008
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When | looked at this data last year and projetited2008 data-point, | thought, “will we have
more or less office vacancy than 2007?” Well, the market inasdy slowing down last Spring,

and | didn’t think the vacancy rate would dropthdught the trendline-curve would go up. It did
—to 15.2% in Q3, 2008.

As an interesting observation, the 2008 vacancybauns very close to the 2003 number — the
high office vacancy rate we had following the 9Hdmbing, and the “dot-bomb” crash of the
over-inflated technology stocks.

How will the office market fare, compared to thesp6/11 and technology crash? Well, many
people are saying it's the most difficult economy since the Great Depressibich certainly
sounds more challenging that what we experienced in 200Q3- 20

So, | think vacancy is increasing, and the curdéagntinue its upward trend.

The next question is: will the curve continue a #ame rate, will it slow (flatten), or will it
speed up (become more steep)? If office vacarmgases at the same rate that it did from 2007
to 2008, office vacancy will be about 16.5% dur{®g, 2009.

Considering all of the economic challenges we’re facmg,n can’t imagine that we will absorb
more office space than comes on the market (thaldvitatten the curve). In fact, the office
buildings where | do leasing have more vacancy tttey've had in nine years. We're
experiencing down-sizing, move-outs, and consabddaby the tenants.

Because of this, | believe the curve will becomeaeargieep. “Eye-balling” the curve, | project a
Q3, 2009 office vacancy number of 16.8%.

Finally, things are not that bad.

If we look at the office vacancy data as far baskhe R.T.C. days of the late 1980’s and early
1990’s, we can see that an office vacancy rate6d% or 17.0% is really not that crazy. The
office vacancy rate during one of the worst retdtesmarkets ever was close to 30% - and we're
currently at about half of that.

The sky is definitely not falling.

Thanks for attending this year's CCIM Forecast, godd luck in 2009!

---Mark



Office Vacancy - 1988 to Q3, 2009
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Previous Land Winners

2008 Will White
Arizona Land Advisors

2007 James B. Marian, CCIM
Chapman Lindsey

2006 Bob Benedon, CCIM, ALC
Long Realty Company

2005 Bob Benedon, CCIM, ALC
Long Realty Company

2004 Will White
Arizona Land Advisors

2003 R. Mark Gragg
The Gragg Company LLC

2002 R. Mark Gragg
The Gragg Company LLC

2001 Andrew Laurie, CCIM
Coldwell Banker

2000 James B. Marian, CCIM
Chapman Lindsey

1999 Mark Gragg
Grubb & Ellis Company

1998 Mark Gragg
Grubb & Ellis Company

1997 Mike Carlier
The Carlier Company

1996 Garth Bacigalupi
Tucson Realty and Trust

1995 Guy Currier Jr.
CB Commercial

1994 James B. Marian CCIM
Chapman Lindsey

1993 James B. Marian, CCIM
Chapman Lindsey

1992 James B. Marian, CCIM
Chapman Lindsey
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RESIDENTIAL LAND Use Category

LAND ! Total number of residential building permits issued 2009 2008 2008
inthe year Forecast | Forecast Actual
Will White- Arizona Land Advisors 1,863 3,742 3,331
Bob Benedon, CCIM - Long Realty Company 2,842
Art Flagg - Former Senior Vice President, KB Homes 2,050

Determining The Winner

In the Residential Land category, the forecast is the notaber of residential building permits
for single family detached units, single family attached units and multi-family units issued
during the 12 month period of 2009 as determined from the Metropolitan Tucson Land Use
Study ("MTLUS").

The forecaster with the total number of permits closestetdkRLUS published permits will be
declared the winner and automatically invited back ¢02010 forecast competition.

Only the 2008 winner of the Commercial Real Estate Marketdast Competition has their
remarks published in the 2009 Commercial Real Estate MRAdtetast Competition book.

The Presenters

Will White!Arizona Land Advisors
The 2008 Winner of the Commercial Real Estate Market Forecast Competition

Will C. White is a graduate of The University of Arizona dmehds the Tucson office of Land
Advisors Organization. Mr. White specializes in the sald marketing of large land parcels for
master-planned communities, homebuilders, residgmibaluction lot developers and
speculative investors. He has been very active in tlas afenorthern Marana and the
unincorporated areas of Pima County, having brokered @@ Blillion in land sales since
2004. He is a member of the Urban Land Institute and Southern Arizona Homebuilders
Association.



CCIM
LY
The Presenters, Cont!d.

Bob Benedon, CCIM!Long Realty Company

Licensed Real Estate sales agent in Arizona since March 1984
Director, Heritage Group-1, Qualified Intermediary, 1:29D2.

Professional Designations
ALC (Accredited Land Consultant), Realtors Land Institute
CCIM (Certified Commercial/Investment Member), CClivtitute,

Approved Instructor by the

Arizona Department of Real Estate and Arizona Board of Aggira

Instructor, Realtors Land Institute,
ILand 101# and !Site Selection#, required core courdes Realtors Land Institute#s
ALC designation program.

Host, Organizer and Moderator of local and state wide ceméess and symposiums on
land development, regulatory and value issues, 1994 tbru 2Panelists and
speakers included state, county and municipal planmersniatrators and legislators

Art Flagg!Former SVP KB Homes

Art has 30 years of hands-on experience in alltfaoé building and development including
customer service/quality assurance, sales and marketing, field sigrearnd senior level

planning and development. Art has held the positions of president and senior vicenpresid
with major, national public and private building and development companies.

Art recently retired as Senior Vice President of KBME, Tucson. He has twice served as
president of the Southern Arizona Homebuilders Asdmn. He holds a masters degree from
the University of Arizona, he is a licensed real estate brake maintains both commercial and
residential contractor#s licenses. Art and Anita haee tthildren.



Winner!ls Remarks and Forecast"'LAND
Will White
Arizona Land Advisors

This real estate cycle is much different and hatdemderstand than most. It has been full of séstd
turns, many of which are out of most companiestrmdnWe figure that the land market has been ogeli
down for almost 3 years now. The main culprit toshaygish pace of land has been the concept of
VALUE. Our clients consistently ask when is theaegry going to happen in land. The problem with
understanding this is that many people believertheket will recover to what it was from 2003-200Ve
need to understand that the recovery will be backgustainable land market and that deals will be
structured around this. Land, housing financing, ill all be repriced based on the demand and
absorption of a normalized market in Tucson. As watinae to navigate these unchartered and difficult
waters, the one thing that is certain is that asrgad this, news in the land market will have cjeah It is
that fluid of a situation and that fast paced. Biesmo need to continue to dwell on negative nemwds
press. What we should be doing is revise our thiopkkind business plans to look forward to how bgsine
will be conducted over the next cycle. Just as it was different coraingf the last real estate cycle,
everyone involved will be making money in completdifferent ways than they were used to over the pas
10 years. | for one think Tucson has tremendouglagmtential in job creation and future population
growth. If we focus on that and do it correctly, we can find this down cyolgesHived than other major
markets of the west that we compete with.

Perfect Storm:

2008 was to be by most accounts, the year we wgosed to bottom out. It goes to show that even th
best forecasters can!t predict all the moving pafrithe markets. 2008 was steady as she goes until
summertime. This is when several components weakenereate what most refer to as the perfect storm
The land run up was fueled primarily from the homebuilder pace and theitoesesdipply land to
accommodate growth for the different divisions. Page began to slow dramatically in 2008 and values
began to plunge as well as sales and permits.pthithe brakes on new acquisitions and that slaived
developers and speculators demand for land as Bedtbw are some of the components that made up this
perfect storm that we are currently in.

Homebuilding:

The majority of land buying over the past few yeaes in anticipation of our market continuing to
12,000 single family permits. As we saw in 200& fall from that has been swift and severe. We énge
with about 3,000 SFR permits in 2008 and this yweprbduction will be less. This is exactly the fofen
that we need in place to fend off the growing sypggue, but will continue to slow the demand for
additional development land. The homebuilder!sdatgoncern right now is determining what produnct a
what price range will sell homes. We can expedtweawill see smaller homes that are less expensive
biggest enemy to the homebuilders right now isféiheclosure market. In order to compete with this,
believe we will see the builders come out with qaduct that can be priced in the $95,000 to $X#5,0
range. The prices will continue to fall until therhebuilders find that pricing "sweet spot# and stamt to
close more homes. It is not rare to already sesethges of prices in different areas of Pima Cpurite
national homebuilders will have an easier timeioépy homes to this range because of their aliity
impair land values on their books. The larger cameéll be the private homebuilders! ability to cpete
against this pricing pressure and the foreclosuaekeat. In the end, | believe you will see consdlmain
the national homebuilder market and fewer privaitiéders locally. The good news is that out of itysle,
new builders will be formed and enter the Tucsonketzonce conditions are optimal.

Commercial projects:

After 2006 we saw commercial developers rush ibuyland in areas that were to experience the $arge
amount of residential growth. They bought largetsaf land with the concepts of building projeittat
would accommodate all the residents of these afsathe residential projections have pulled backsth
projects are being rethought and will most like¢ydzaled back to fit ongoing market demand. Théiegc
thing for Tucson is that we will see some amazatgit projects in key areas for our future.



Will White, cont!d:

Land Prices:

Land prices have fallen dramatically in the pash®&86iths. | remember when infill residential landswa
going for $6 per square foot and super pads were,820@er acre. As the homebuilders repriced their
homes it hit the land hard (to the tune of abodb}i3 and values are not out of the woods just Jbe
threat of national builders and lenders liquidafingshed and platted lots is still very real. Wevéaot
seen the cheapest deal done in town and it is d lgebthat by the end of the year the deals wiltheaper
and we will be that much closer to recovery. Thedypews is that for the buyers this is going toespnt
the best buying opportunity in years. | think thogp@ortunities have yet to surface.

Lenders:

It was amazing to see how easy it was to finance ¢eals over the past 8 years. As this got easist
buyers preferred this route because it allowed tteeleverage and use their cash in additional glace
What this left us with were several land deals tharte financed at high values and in most cases are not
even worth the amount of the debt today. We can expect that Bhisaslito more land going taken back
by the lenders and being liquidated at some pWiat.are also seeing these bank assets and notesgut
larger portfolio offerings throughout the countrhigis going to lead to a total reorganizationaofd
ownership in Pima County. It would be great to kibkegse properties locally owned, but | am afraid we
will see land and development projects owned bygsand investors around the country that purchased
Tucson assets as part of a larger portfolio.

Looking ahead to 2009:

Crystal Ball:

So many clients have asked if | have a crystaldmalldecided to buy one and it sits in my offi€he sad
part is that it doesn!t seem to work. Even last year, my forecast was thet émglevas way off. | think it is
difficult to forecast anything in this market asi¢pas there is so much uncertainty in the natiandl
global markets. Once we start to improve our sibusénd trend the other way then | think it wouklthe
appropriate time to start making multiyear growtldictions. For now it seems to be one day at a.tim

Raw Land/Back to Basics approach:

The land market is being reset as we speak. Thesiokls school of thought over the past 24 morghs i
buy finished lots at a discount because we weneggimi be in a shortage situation. Along came ovisegl
permit numbers for 2008 and beyond. In 2007 it &mblike we would have less than 2 years of finished
lots supply. Today that looks more like 4 yearspllhe bottom line is any of the deals that wenaght
over the past 24 month are going to be longer hardismost likely were overpaid for. We think tha t
threat of lenders and builders liquidating lotsl wiintinue to move the finished lot numbers dowme T
mentality was that buying finished lots below impement cost would be a sure thing investment, eut w
are finding that depending on location "below imprment cost# might actually be the retail value o$¢ho
lots for years to come. This being the case wengtydfeel that momentum in the land market willflo
back to raw land. This is the "back to basics# epgh that has worked since land was first bougtit an
sold. You look ahead of the market, buy land a&asonable price, hold it, and then sell it to samedfor
more money. It actually is a very simple formulaok for this approach in the next 2-3 years.

Market Bottom:

This is another question that we get asked frequeriiglieve that we are very close to a bottom aden
in pricing, transactions, and absorption of landwdver, there are several "broken# projects in tthab
need to ultimately be place in the hands of newessithat can "turn the lights back on#. Once tdesds
are flushed through the system and depending onburige them, that to me would signal the bottom. If
everything went on its forecasted time frame thisudd be accomplished by the end of this year. The
question that no one has an answer to is how lalhgve/remain at the bottom before things improVhis
really depends on how deep the foreclosure maidstand how fast we can get back to a balance of
supply. The good news is that land is 3 yearstimtcycle and will most likely be the first segmémt
show recovery at this point.









Previous Multifamily Winners

2008 Mike Chapman
CB Richard Ellis

2007 Bob Kaplan
PICOR Commercial Real Etstate

2006 John C. Buette
Sperry Van Ness

2005 Arthur R. Wadlund
Hendricks & Partners

2004 Lance Parsons, CCIM, CRS
RE/MAX Catalina Foothills

2003 Lance Parsons, CCIM, CRS
RE/MAX Catalina Foothills

2002 Arthur R. Wadlund
Hendricks & Partners

2001 Arthur R. Wadlund
Hendricks & Partners

2000 Arthur R. Wadlund
Hendricks & Partners

1999 Mike McClain
Marcus & Millchap

1998 Jonathan Jump, CCIM
Grubb & Ellis Company

1997 Mike McClain
Marcus & Millchap

1996 Mike McClain
Marcus & Millchap

1995 Clifton H. Smith
Grubb & Ellis Company

1994 Mike Sandahl
CB Commercial

1993 Bing Sherwood, CCIM
Best Commercial

1992 James Dalzell, CCIM
PICOR Commercial Real Estate Services
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MULTIFAMILY Use Category

Dec 2009 Forecast 2008 2008
MUTIFAMILY HOUSING Vacancy Rate
Vacancy Absorption |Forecast Actual
Mike Chapman- CB Richard Ellis 12.00% 1500 units 8.75% 9.96%
John Buette - Sperry Van Ness 9.99% -225 units
;grr]]yRobertson, CCIM - Long Realty Com- 8.20% 190 units

Determining The Winner

In the Multi-Family Housing category, the forecast willthe Vacancy Rate ending

in December of 2009 as determined from the Metropolitasdiutand Use Study
("MTLUS"). The competitors also prepare a forecast for #teabsorption of Multi-Family
units for the 12 months ending December 2009. If no absarfigjore is given then a value of
Zero units is assigned.

The presenter with the vacancy rate closest to the MTLUBspheld vacancy rate will be

declared the winner and automatically invited back to @i®2orecast competition. In the

event that the published vacancy rate, which is roundedetd@cimal place, does not

determine a winner, then the decimal place will be extebglellviding the vacant units by the

total leasable units as published by MTLUS. In the event of identical predictions, the presenter
who predicts the net absorption closest to MTLUS will beated the winner.

The final arbitrator to determine a winner will e tdirector of the MTLUS report when
published.

Only the 2008 winner of the Commercial Real Estate Marketdast Competition has their
remarks published in the 2009 Commercial Real Estate Madtetast Competition book.

The Presenters

Mike Chapman!CB Richard Ellis
The 2008 Winner of the Commercial Real Estate Market Forecast Competition

Mike Chapman joined Coldwell Banker Commercial, which ldavolve into CB
Richard Ellis, in January 1978. His areas of expertis@idgchpartments, student
housing, hotels and multi-family land.

During his tenure with CB Richard Ellis he has closed salé9 600+
apartment/student housing units, 1,600+ acres of muitiffazoned land and
numerous hotels.



The Presenters, Cont!d.

John Buette!Sperry Van Ness

John Buette is the managing partner in Sperry Van Ness Camihfeeal Estate Partners,
LLC, the Tucson affiliate of Sperry Van Ness, now opatain over 150 major markets
throughout the United States. John specializes in malising transactions in the Tucson
metropolitan area with over 24 years of experience innithesiry.

Prior to joining Sperry Van Ness, Buette acquired minenggrty interests in the United
States and Latin America for Newmont Mining Corporation Battle Mountain Gold
Company. While at Battle Mountain Gold, he was respom$dyl monitoring corporate real
estate matters for a wide variety of on-going projects éetvdomestic and international
locations.

Buette received his Bachelor degree in Business AdmitngstraMinerals Land Management,
from the University of Colorado in 1985, and is a member of the CCIM Southern Arizona
Chapter in Tucson. John is the Vice-Chairman of the Oro Valley and dedicates much of his
time to charitable non-profit organizations within the Town of Oro Valley. He is married with
six children and resides in Oro Valley.

John Buette!s offices are located in the Plaza Campana®éik at 6831 North Oracle Rd.,
Suite 145, Tucson, AZ 85704. He can be reached by telepHeh&9%.4406 x115, facsimile
520.797.4407, or e-mail: buette@svn.com.

Jim Robertson, CCIM!Long Realty Company
Working in Commercial Real Estate Since 1991

| am a MBA Educated, Associate Broker who has been condysteanked among the top 5 in
the Commercial Division of Long Realty. As a CCIM designamlan elite Real Estate
Professional and Personal Investor who performs with alEre®prise Business Philosophy.
Educating my clients on the process of a real estate trarsactny #1 concern. Confidential
relationships in Commercial and Investment real estatedrions is a required tool to
financial success. | am the First "Certified Residentiebine Specialist” for Long Realty
Company. Fluent in the 1031 Tax Deferred Exchange.

A Realtor is someone to trust to be part of your life's teatrshould be ranked among the top
four professionals (Lawyer, CPA, Doctor, Realtor) that affect yourllifigll insist that you
participate in your transaction. My success in SELLING estate is the marketing program
that is tailored to each property by examining the findingalth of the property. Then, explain
to you in detail the three keys to selleing real estateg Rtiondition, and Marketing. My
sucess in BUYING real estate is examining Price, Condifierns, and the EXxit Strategy.



MarketView

Tucson is located in the Santa Cruz River Valley at 2,400 feet elevation and is surrounded by five mountain
ranges, Saguaro National Park and the Tohono O’Odham Indian Reservation. Only 14% of the land in Pime
County is fee or privately owned with the balance being Federal and State lands, National Parks, Indian
Reservations and wilderness areas. Integral to Tucson is the University of Arizona, the tenth largest publicly
funded research university in the United States with enroliment of 38,000+ students.

Tucson’s apartment market is comprised of 100,000 units in complexes of 10+ units and accounts for only

23% of the total housing inventory.

2008 marked the second year of deteriorating funda-
mentals with increasing vacancy, negative absorption
and increasing rental concessions all of which flattened
rental rates.

2007 saw the collapse of the single family housing
market which caused the exodus of many construction
workers in the spring. As housing inventories increased
and sales slowed, many owners and investors eventually
were converted to “Reluctant Landlords” and put their
homes on the rental market at drastically reduced rates.
This “Shadow Market” proved to be stiff competition for
the conventional apartment market, having the largest
effect in the northwest part of town. In spite of popula-
tion growth of 12,000+ new residents, the creation of
10,000+ new jobs and no new multi-family construction,
market fundamentals still took a hit. Negative apartment
absorption of 1,300 units raised the vacancy rate from
6% to 8% at year’s end.

In January of 2008, Arizona enacted the Employer's
Sanction Law with the intent of punishing employers for
knowingly hiring and employing illegal immigrants.
While few, if any, employers have been sanctioned, the
law did cause an exodus of illegal workers mainly back

to Mexico and to New Mexico. This caused vacancies to
spike in south central and southwest parts of town.

The Shadow Market continues to compete with multi-
family properties for new tenants and displaced single-
family owners.

The recession that started in late 2007, the mortgage
meltdown of early fall, slowing retail sales and low
consumer confidence have all contributed to the loss of
8,100 local jobs in 2008. Tucson has experienced only
two other years of negative job growth in the last 15
years. (We lost 5,500 jobs in 2001 and 1,500 jobs in
2002.) In addition, our population growth slowed to an
all time low of 4,100, as potential new Tucsonans
struggled to sell their homes in other markets.

The job losses, more than any other factor, have caused
the negative absorption of 1,500 apartment units and
increased the vacancy rate from 8% to 10% in December
of 2008.

The near northwest, south central and southwest areas
suffered the highest vacancies. The best performing were
the northeast, university and foothills areas. The “A
Quality” properties had the highest occupancy rates at
the end of 2008, averaging 92.8%.



Tucson rental rates, before concessions, did not increase
in 2008 and mirrored those of 2007 with the average rent at
$635 per month and $0.87 per square foot per month.

Tucson continues the dubious distinction of having the
third lowest rental rates of any major market in the western
US. Only Oklahoma City and Tulsa have lower rents.
Average rents in Phoenix are $138 higher, $224 higher

in Las Vegas, $166 higher in Salt Lake City and $86 higher
in Albuguerque.

Basically, no new apartments were built in 2007. Three
hundred and twenty apartments received certi"cates of
occupancy in 2008. Only 1,175 new apartment units have
been built in Tucson over the last "ve years.

The sale of major apartment complexes fell 65% from the
levels of 2007. Only 14 properties of 40+ units traded hands
last year. The average capitalization rate increased from 6.0%
in 2007 to 6.6% in 2008. The average sales price was just
under $56,000 per unit and $81 per square foot, which was
14% lower than 2007.

RENT VACANCY & CONSTRUCTION

Average Average Certi"cates of  Absorption Year End

Year Rent/Unit/Mo. Rent/SF/Mo. % Change Year Occupancy (units/yr) Vacancy
Dec-93 $432 $0.61 6.9% 1993 192 1,174 3.70%
Dec-94 $468 $0.66 7.6% 1994 653 954 3.40%
Dec-95 $480 $0.67 2.6% 1995 2,905 (1,961) 8.80%
Dec-96 $486 $0.67 1.3% 1996 2,133 1,017 9.80%
Dec-97 $500 $0.68 2.9% 1997 714 2,593 7.70%
Dec-98 $509 $0.69 1.8% 1998 781 1,119 7.50%
Dec-99 $522 $0.71 2.6% 1999 1,146 1,656 6.90%
Dec-00 $537 $0.73 2.9% 2000 871 514 7.50%
Dec-01 $552 $0.75 2.8% 2001 854 (198) 8.70%
Dec-02 $556 $0.75 0.7% 2002 1,245 1,330 8.81%
Dec-03 $563 $0.76 1.2% 2003 379 978 8.52%
Dec-04 $573 $0.78 1.8% 2004 26 292 8.40%
Dec-05 $582 $0.80 1.6% 2005 658 2,273 7.20%
Dec-06 $612 $0.84 5.2% 2006 181 1,554 6.03%
Dec-07 $635 $0.87 3.6% 2007 20 (1,289) 7.93%
Dec-09 $635 $0.87 0.0% 2008 320 (1,543) 9.96%

Source: Real Data Source: CBRE. Metro. Tucson Land Study Use.




Market View Outlook 2009

The recession that began locally in about December of
2007 is forecasted by the Eller College of Management at
the University of Arizona to reach bottom in 18 to 24
months. That should help stabilize market fundamentals
as soon as mid-year or early 2010.

Here are the trends to look for in Multi-Family Housing in 2009:

- Negative job growth will continue as we head for the bottom
of the economic cycle.

- Population growth will remain at the low levels of 2008.

-The Shadow Market will be bolstered by foreclosed homes bought
by investors and added to the single-family rental pool.

- Bargain priced new, resale and foreclosure homes will lure some
better-heeled tenants to home ownership.

- Construction of new apartment properties will continue be kept

to a minimal level. Two complexes that started construction in 2008

will be completed for a total of 320 new units. An additional 96-unit

property is scheduled to begin construction with possible completion
this year.

- Reasonably priced "nancing, with stricter underwriting, should
continue to be available for transactions and re"nances with the
sweet spot# in the $3 to $15 million range.

- Upward pressure on cap rates will continue.

APARTMENT SALES

2006 Apartment Complex Sales

Transaction Number  Average Average Average
Size of Sales  $/Unit $/Sg. Ft.  Cap Raf]
12 to 39 Units 28 $53,987 $62 6.8%
40+ Units 62 $60,641 $83 6.3%
Total 90

2007 Apartment Complex Sales

Transaction Number  Average Average Average
Size of Sales  $/Unit $/Sq. Ft.  Cap Raf
12 to 39 Units 23 $46,530 $65 7.0%
40+ Units 40 $65,095 $87 6.0%
Total 63

2008 Apartment Complex Sales

Transaction Number  Average Average Average
Size of Sales  $/Unit $/Sq. Ft.  Cap Raf
12 to 39 Units 12 $83,973  $104.00 6.6%9
40+ Units 14 $55,912 $81 6.6%
Total 26

Source: CoStar

Average Apartment Rent/

Major Western Markets

Rents as of 12/31/2008
Rents for 100+ Unit Complexes

Avg.  |RentChange cupanc
*DOWN Rent Yr-Over-Yr

San Jose-Sunnyvale-Santa Clara, CA 94.8%
Los Angeles/Orange County, CA $1,636 0.4% 93.7%
San Francisco-Oakland, CA
Oxnard-Thousand Oaks-Ventura, CA | $1,515 2.6% 93.3%
San Diego-Carlsbad, CA 95.1%
Vallejo-Fair"eld, CA 94.2%
Riverside-San Bernardino, CA $1,129 2.8% 91.5%
Seattle-Tacoma-Bellevue, WA 94.4%
Sacramento, CA 92.8%
Denver, CO 91.6%
Las Vegas, NV $878 0.9% 92.0%
Austin, TX 92.2%
Portland, OR 94.2%
Reno, NV $854 1.4% 90.6%
Salt Lake City, UT 93.3%
Fresno, CA 94.5%
Phoenix, AZ $792 3.1% 88.6%
Dallas-FT. Worth, TX 91.3%
Houston, TX
Boise, ID 91.0%
Albuguerque, NM 92.6%
San Antonio, TX 91.1%
Tucson, AZ $654 1.7% 90.2%
Oklahoma City, OK
Tulsa, OK 92.7%

Source: RealData




POPULATION & JOB GROWTH

Student Housing December 1st  Population Year-end Job
Year Population Growth Growth
Student housing continues to be one of Tucson®©s best 1993 702,315 15,889 9,783
performing commercial real estate sectors. It is bolstered 1994 723,199 20,884 17,242
by enroliment at the University of Arizona, which continues 1995 744,004 20,805 11,217
to grow, surpassing 38,000 students in fall 2008. Pima 1996 767,144 23,140 4,567
Community College®©s six campuses and 62,000 credit students 1997 784,784 17,640 8,175
also play an important role in the student housing market. 1998 802,501 17,717 8,792
Tucson has 12 major student housing properties with 1,922 1999 824,852 22,351 12,275
units and 5,533 bedrooms. These complexes differ from 2000 843,746 18,894 13,500
conventional apal’tments in that they are fU”y furnished with 2001 870,610 26,864 (5,492)
resort style amenities and are leased by the individual bedroom. 2002 890,790 20,180 (1,567)
The leases are generally written for 10 to 12 months, with 2003 910,950 20,160 2317
shorter terms at a premium, an_d are guaranteed by the student©s 2004 933,002 22952 11,858
parents. At th_e end of 2008, this sector had average rents of ) 2005 961,352 27.450 9.608
$1,263 per unit, $1.24 per square foot and had occupancy of 92%. 2006 986,270 24,918 13,025
2007 998,826 12,556 10,592
2008 1,002,946 4,120 (8,200)

Conclusion

The long term outlook for the Tucson Apartment Market is very positive. As the recession bottoms-out and the single-family
market begins to recover, home sales will escalate, the Reluctant Landlords will become Aggressive Sellers and their tenants will
be redirected back to conventional apartments.As national housing markets recover, those seeking the high desert lifestyle will
again be able to sell their homes and make the move to the Old Pueblo. By then, the pent-up demand from several years of
reduced population growth should surge if not spike Tucson's job and housing markets. The scarcity of entitled and well located
multi-family land, combined with long permitting timeframes, will help curtail the over-building of past decades. The renewed
growth and cap on new development should combine to force Tucson’s rental rates to finally catch-up with other Western

Markets.

Mike Chapman
First Vice President
520.323.5110
mike.chapman@cbre.com
www.cbre.com/mike.chapman
3385 N Campbell Avenue

3719 North Campbell Avenue
Tucson, Arizona 85719
520.323.5100

© 2007 CB Richard Ellis Group, Inc. CB Richard Ellis statistics contained herein may representeedifflata set than that used to generate National Vacancy and Availability Indatistics
published by CB Richard Ellis' Corporate Communications Department or CB Richard Ellis’ reaedreconometric forecasting unit, Torto Wheaton Research. Information hersibéen obtained
from sources believed reliable. While we do not doubt its accuracy, we have not ieglift and make no guarantee, warranty or representation about it. It is your responsililindependently
confirm its accuracy and completeness. Any projections, opinions, assumptioastionates used are for example only and do not represent the current or futurerparfoe of the market. This
information is designed exclusively for use by CB Richard Ellis clients, and cannot be reaeithout prior written permission of CB Richard Ellis.
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Previous Industrial Winners

2008 Howard Kong, CCIM
Grubb & Ellis

2007 Gary Emerson
Bourne Partners, LLC

2006 Russell Hall, CCIM, SIOR
PICOR Commercial Real Estate Services

2005 Dave Gallaher, CCIM
Tucson Industrial Realty

2004 Dave Gallaher, CCIM
Tucson Industrial Realty

2003 Dave Gallaher, CCIM
Tucson Industrial Realty

2002 Robert Glaser, CCIM, SIOR
PICOR Commercial Real Estate Services

2001 Gary Emerson
Bourne Partners, LLC

2000 Mike Hennessey
Burris Hennessey & Company

1999 Stephen D. Cohen
PICOR Commercial Real Estate Services

1998 Stephen D. Cohen
PICOR Commercial Real Estate Services

1997 Stephen D. Cohen
PICOR Commercial Real Estate Services

1996 Stephen D. Cohen
PICOR Commercial Real Estate Services

1995 Stephen D. Cohen
Grubb & Ellis

1994 Stephen D. Cohen
Grubb & Ellis

1993 Gary Emerson
CB Commercial

1992 Robert Glaser, CCIM, SIOR
PICOR Commercial Real Estate Services
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INDUSTRIAL Use Category

Sept 2009 Forecast 2008 2008
INDUSTRIAL Vacancy Rate of Leasable Space
Vacancy | Absorption Forecast | Actual
Howard Kong, CCIM ! CB Richard Ellis 19.59% -975,000sqft | 13.20% | 14.50%
Dave Gallaher, CCIM - Tucson Industrial Realty 17.92% not given
Terry Lavery, CCIM - Oxford Asset Management 18.20% "negative#

Determining The Winner

In the Industrial Use category, the forecast is the Vacaaty fer all leasable space in
September 2009 as determined from the Metropolitan Tucaod Use Study ("MTLUS").
Owner occupied space is not included in the forecast. The competitors also forecast the net
absorption of leasable industrial square feet during thedrth period ending September

20009. If no absorption figure is given, then a value of zguaue feet will be assigned.

The presenter with the vacancy rate closest to the MTLUBsped vacancy rate will be
declared the winner and automatically invited back to @€ 2orecast competition. In the
event that the published vacancy rate, which is roundede@ecimal place, does not
determine a winner, then the decimal place will be extengelivitiing the vacant square feet
by the total leasable square feet as published by MTLUtBelevent of identical predictions,
the presenter who predicts the net absorption eqoatage closest to MTLUS will be declared
the winner.

The final arbitrator to determine a winner will be theedior of the MTLUS report when
published.

Only the 2008 winner of the Commercial Real Estate Marketdast Competition has their
remarks published in the 2009 Commercial Real Estate Madtetast Competition book.

The Presenters

Howard Kong, CCIM!Grubb & Ellis
The 2008 Winner of the Commercial Real Estate Market Forecast Competition

Howard Kong joined Grubb & Ellis in September 2008 as a fowyhdiember of the

Tucson office servicing Southern Arizona. Mr. Kong is Vicedtlent focusing on

Industrial, Office and Investments and also serves as fice!sfmanaging broker.

Mr. Kong was previously at CB Richard Ellis where he was a member of the top producing
team for CBRE-Tucson. Focusing on industrial, office andstment product, his
performance has led to the sale or lease of more thaniémstjuare feet of buildings and

325 acres of land, generating in excess of $350 million & ¢onsideration.

Mr. Kong was named to Tucson Business Edge!s 2008 40 Undist,4@Hich recognizes
successful local professionals under the age of 40 who have made positive contributions to
the business and local community. He also received the 20@5d)Comers award from
Inside Tucson Business.



The Presenters, Cont!d.

Dave Gallaher, CCIM!Tucson Industrial Realty

Dave Gallaher, CCIM is the Owner and Designated Broker fosdmIndustrial Realty, LLC.

Dave is celebrating TIR!s #%anniversary in 2009. Dave started Tucson Industrial Ratitr

a brief career in economic development. Dave has leased, managed, sold, purchased industrial
real estate for 25 years and is a specialist in this fieldhenclient list over the years includes

many of Tucson!s largest companies. Dave obtained his CEsMhtion in 1996 and

recently served on the board of directors of the Southern Arizona CCIM organization.

Dave is committed to the Tucson community and is a membkbedfucson Rotary Club and is
actively engaged with the International Student Exchamggram. Dave currently serves on
the Associate Board of Boys and Girls Clubs of Tucson, the Advisory Board of Big Brothers
and Big Sisters, and is active in Centurions supporting &ty Hospital.

Terry Lavery, CCIM!Oxford Asset Management

A Commercial Realtor since 1984, Terry is the Deatgd Broker and Director of Marketing

for the Asset Management Firm. Terry has professional exmes in Sales, Tenant and
Landlord Representation, Brokerage, Acquisitions, Digmms, Leasing and

Management. Terry has achieved Professional Designatid®SIM, CPM, and

GRI. Currently, Terry is a Faculty Instructor for Institute of Real Estate Management based
out of Chicago for Finance and Investment Real Estate and also instructs monthly at the
Brodsky School of Real Estate in Tucson.

Since joining Oxford Realty Advisors as an Industrial angestment advisor in 2006,
the Former Senior Property Manager for the University ot@xra- Science Technology Park
has completed real estate transaction which involved &A@&0Q0 square feet of buyer
representations, tenant representation, and dispusitibaling over $14,000,000. In the
month of January, 2009, Terry is working on buyouts and new leases totaling 64,000 square
feet.

This is Terry second Pima County Commercial Real EstatedWlfokecast competing
in 2006 and in 2009.



_ GrubhcEllis.

Property Soluteoms Worldwide

2009 CCIM Market Forecast, Industrial
Prepared by: Howard Kong

2008: Troubling Times

While many were in a state of denial at the end of 2007, rdimély hit in 2008 and

acknowledging a significant recession was as easy as gaadiryear's major headlines:

I Financial institutions hit the bricks: Fannie Mae, FreddyclVBear Stearns, Lehman
Brothers, Washington Mutual, Merrill Lynch, all were in theadlines for the wrong
reasons.

I Stock market meltdown: The Dow began 2008 at 13,264.82 asedcP008 at 8,776.39, a -
33.8% decline.

I Staggering Job Losses: 2.6 million jobs were lost, the weestsince 1945.

I Home Sweet Home?: Housing market continues to suffer.

Lingering Economic Woes

The current recession, which began in December 2007, s1dtlh month, making it the third
longest of the 12 postwar recessions. If it extends past Aprear certainty, it will surpass the
16-month recessions that began in July 1981 and Novemb@y t@king it the longest since the
43-month contraction from 1929 to 1933.

Thus far in the current recession, the labor marke*ss,
has shed 3.6 million payroll jobs, including 598,00 ..
in January alone. This is a decline of 2.6 percent _
from the peak, slightly more than the 2.4 percent
decline during the comparable period of the 1981 1%

Recession
Startingin:

——Dec-07
recession, with which the current downturn is mos=* 1 ——Jul-81
often Compared. HOWEVGF, the January s e T
unemployment rate of 7.6 percent remains well -2%
below the peak of 10.8 percent registered in 0 2 4 6 8 10 12 14 16
November and December of 1982. Months After Start of Recession

Source: BLS, NBER, Grubb & Ellis

The labor market lags the broader economy, which is unltkelgcover until the housing
market stabilizes, lenders and investors can measureliteatent of their losses, and credit
begins flowing again. That will be a gradual, halting prec&Sommercial real estate leasing
activity, which lags the labor market, is in effect a doudtgying indicator of the broader
economy, meaning that conditions will be soft for the nexpt®of years.

2009 Outlook
As businesses work through the current economic hardsi@pstal trends have already begun
and/or are anticipated to continue:
I Negative job growth projected for 2009 in AZ
I Companies will continue to monitor operating costs andrigasctivity may be in the form
of contractions of space, moves to more affordable opta@rdpsures/increases in sublease
availability.

Grubb & Ellis Company
3333 E. Speedway Blvd.  Tucson, AZ 85716 0.321.3336 520.321.3331 fax



I We are seeing an unfortunate trend that many companies ieswedvi ucson as a non-
critical location and have closed local operations:
o Aurora Optical, 38,950 SF, consolidated to Southern Caldcsite
0 Murata Power Systems, 57,000 SF, consolidated to Portland
o KLA Tencor, 66,000 SF, consolidated functions to San Jodenamufacturing to
Singapore
o Texas Instruments, 227,000 SF, manufacturing moved tosT&étea
I Lease rates will fall. Due to slowing tenant demand, Laddi@are aggressively trying to
stave off vacancies by lowering asking rates and marketsegént/concessions. Property
values will feel a subsequent pinch.
I Investment activity falls as investors struggle with allity of financing at terms less
favorable than previous periods; cap rates will move up espepy values will decline.
I New construction/spec projects will have a tough time ir©200
o0 Eastgroup Properties: 2 building 137,00 SF distributialdings
0 Rockefeller Development: 113,000 SF dock high, large betyilalition building
0 Business Park of the Desert: Industrial condos, Phas@M B33 F
I On the bright side, the Target.com distribution center iangporunning. The 925,000 SF
addition is a bright spot for positive absorption.

2009 Forecast

I Total market inventory increases to 43.6 Million SF

I Owner Occupied space increases to 24.6 Million SF

I Leasable Space increases to 18.7 Million SF

I Vacant Leasable space increases by 975,000 SF to 3.66n\iH/o
I Percent Vacant Leasable Space: 19.59%

Grubb & Ellis Company
3333 E. Speedway Blvd.  Tucson, AZ 85716 0.321.3336 520.321.3331 fax



APPRAISAL







Previous Appraisal Winners

2008 Gordon Wicker
AXIA Real Estate Services

2007 Jim Bradley, MAI
AXIA Real Estate Services

2006 Derrick Sinclair, CCIM, MAI
Sinclair Appraisal Services

2005 Michael Naifeh, MAI
MJN Enterprises, Inc.

2004 Steven Cole, MAI, SRA
Southwest Appraisal Services

2003 Steven Cole, MAI, SRA
Southwest Appraisal Services

2002 Jim Bradley, MAI
KB Real Estate Appraisers

2001 John Ferenchak
Burdick & Ferenchak



APPRAISAL Category

APPRAISAL ! Estimated Market Values Ending Retail Office |Industrial MNultifamily
December 2009 per sqft |persqft |persqft per unit
2008 Actuals Prices $120.20 $176.20  $95.00 $56,294
2008 Forecast Prices $195.00 $155.00 $73.50 $59,500
2009 Forecast Prices:

Gordon Wicker - Axia Real Estate Appraisal $165.00 | $150.00 | $72.00 $42,500
Andria Burke - Burker Weissenborn $98.88 | $148.88 | $68.88 $48,888
Steve Cole - Southwest Appraisal

Determining The Winner

The appraisers forecast the average selling price peresipad for office, retail, and
industrial properties that are between 10,000 square feet and 100,000 square feet that transact as
one sale. Self storage properties are excluded tihermdustrial property category. The average
sale price per square foot is the total dollar amount ofales & each category divided by the
total number of square feet sold in that category as reported by CoStar Comps® during the 12
month period of 2009 as published on or about February 1, 2010

The appraisers also forecast the average selling priaenfidor apartments with a
minimum of 50 units. The average sale price per unit is taédollar amount of the apartment
sales divided by the total number of apartment units solépasted by CoStar Comps® during
the 12 month period of 2009 as published on or about Februadi .

The appraiser who comes closest to forecasting the agtralge sale price in each
category will be credited with a !win" in that category. Tdgpraiser who wins the most cate-
gories will be declared the overall winner. In the case of a tie, the percentage deviation from the
actual average price will be calculated, and the appraifietive lowest total deviation, either
plus or minus, will be declared the overall forecast winner and will automatically be invited to
compete in the 2010 Commercial Real Estate Market For€caspetition.

Only the 2008 winner of the Commercial Real Estate Marketdast Competition has their
remarks published in the 2009 Commercial Real Estate MBdtetast Competition book.

The Presenters

Gordon Wicker, AXIA Real Estate Appraisal
The 2008 Winner of the Commercial Real Estate Market Foreca Competition

Gordon hadeen with the firm since 1993 and is the Chief Operations Officer. MikéaWhas

over 18 years of appraisal experience in both eegidl and commercial disciplines, and is a
Certified General Appraiser in the State of Arizona. Heinbthhis bachelor#s degree in

Business Administration from the University of Arizona, with majors in finance and real estate.
Mr. Wicker specializes in the appraisal of industrial ites, as well as office and retail

buildings, environmental impact analysis, and agpiaeviews. Clientele include local and
national banks, insurance corporations, government entities, developers, investors,sattorney
and private property owners. With corporate offices locatatbitheast Tucson, AXIA Real
Estate Appraisers# service area encompasses tleestate of Arizona as well as portions of
New Mexico, Utah, California, Nevada and Colorado.



The Presenters, Cont!d.

Andria Burke!Burke Weissenborn

An lalmost native" of Arizona, Andria has lived her entire life between Tucson and Phoenix.
Ms. Burke began her career in real estate appraisal afiduaing from the University of

Arizona in 1989. She earned the MAI designation in 2001 aedezpher own appraisal firm

in July 2005 with partner Beverly Weissenborn, MAI. Andria#s appraisal experience includes
all types of commercial real estate including regional snalitomobile dealerships, grain
elevators, bed & breakfasts and other unique propertiesghout Southern Arizona. Her
experience includes valuations for right-of-way and e&sg acquisition.

Ms. Burke is an active member of the Appraisal Instituténgaserved as the Southern Arizona
Chapter President, Chapter Services Representative §oorRéll and as a member of the
Appraisal Standards Committee at the national level. Skewnaof the founding Directors of
Tucson Commercial Real Estate Women (CREW) and is the 2@8&ient-Elect.

In her spare time, Andria spends time with her husband, Mike, and two sons, coaching soccer
and serving as the Publicity Director for AYSO Region 350.

Steve Cole!Southwest Appraisal

Steve has been a real estate appraiser in Tuaso® 5975. There are six full time appraisers at
Southwest Appraisal Associates. They work throughoutofaz

Stevet#s formal education consists of a Bachelor of Arts Degree with high honors from the
University of California, Santa Barbara, 1971 and a Masfeefgree in Business
Administration from the University of California, Los Arigs, 1973.

He earned his membership designation from the Appraisal Institute, (MAI), in I@Ba@ia
Senior Residential Appraiser designation, (SRAgpdtom the Appraisal Institute in 1977. He
has served as President of the Arizona Chapter of the Appraisal Institute and the Tucson
Chapter of the Society of Real Estate Appraiseeswids also chairman of the Pima County
Real Estate Research Council.

Steve has experience in the valuation of most tgbesban real property. He also has prepared
reports on special purpose properties, feasibility ss@died appraisal for condemnation
purposes since 1975. He has also provided congselia few real estate developers and home
builders in Tucson.

Steve was a member of the Associate Faculty at the Univefsitrizona and Pima
Community College teaching 'Real Estate Appraisal Predsipand !Basic Valuation
Procedures." He currently teaches at the Hogan School bERie.



CCIM APPRAISER FORECAST 2009
Gordon L. Wicker, AXIA Real Estate Appraisers

“‘Someday we’ll all look back on this and laugh.” eWe all heard that said countless times.
Collectively, | don't think Tucson real estate msfionals have ever looked more forward to
“someday”. In 2008, we saw significant declinessales volume for nearly all product types,
and 2009 remains a year of uncertainty. With mtopas for fewer than 2,000 new home
permits, most indications point toward further d@olg conditions in the commercial real estate
market as well. In short, it's going to get wobsdore it gets better.

As reflected in the stock market, investors facetiooied uncertainty as we all try to determine
where the bottom of the market might be, and houg lthe recovery will take. Will lending
practices become more stringent? How much willr@Veapitalization rates need increase to
properly assess future risk? When is the righétimget off the sidelines and make a purchase
decision? These and many other questions remagelyaunanswered as Washington decides
how to spend hundreds of billions of our tax dalland Wall Street rides a roller coaster built of
uncertainty and mistrust.

The Tucson commercial real estate market experiesubstantial activity and price increases
over 2005 and 2006, following the increase in resicl construction activity which occurred

throughout much of the western United States. Hewewhile the residential market's demise
became evident in 2007, the sales volume of mastrercial property types remained high and
pricing continued to rise. 2008 saw reality comashing through the door as activity declined
sharply throughout the year, and nearly haltedgeltwer after September when the “Troubled
Assets Relief Program” (TARP) revealed the extent of ogeldiinancial crisis.

A summary of the past four years’ activity, basqmbru the Forecast Competition criteria,
follows.

Sales History of Tucson Retail Buildings Sales History of Tucson Industrial Buildings
(Between 10,000 sf and 100,000 sf) (Between 10,000 sfand 100,000 sf)
Year # of Transactions Price/SF Year # of Transactions riceFSF
2005 45 $132.72 2005 37 $59.19
2006 41 $163.50 2006 32 $59.64
2007 35 $207.05 2007 34 $68.25
2008 22 $120.20 2008 27 $95.00
Sales History of Tucson Office Buildings Sales History of Tucson Apartment Complexes
(Between 10,000 sf and 100,000 sf) (50 units or larger)
Year # of Transactions Price/SF Year # of Transactions Pe$Unit
2005 24 $116.70 2005 54 $68,405
2006 27 $105.28 2006 63 $60,264
2007 22 $146.78 2007 31 $65,429
2008 9 $176.20 2008 12 $56,078




So, what does all this mean? Where can we expes¢e pricing headed over the next year?
Undoubtedly, a primary factor affecting averagecipg is the anticipated low volume of sales
activity, with each sale having a significant etfen the average pricing for that category.

In brief, the market will continue to have a lowla@ty of transactions, with most signs pointing
toward improved commercial real estate conditioemdp at least a year away. Following is a
summary of where we’ve been and where we're headed totheng year.

Retail

On the surface, it would appear that the localilretarket has fallen off the face of the earth,
with a sharp decline in average pricing of 42% dherpast year. However, much of this is the
result of a few transactions at the low end of tluege dragging down average pricing, rather
than a complete deterioration in market conditions.

Although market participants face ongoing conceiti wespect to upward pressure on overall
rates and a lack of near-term ‘upside’ potential ostproperties, 2008 pricing was unnaturally
low due to a handful of unusual transactions. @&fwee, pricing, while continuing to remain well
below 2007 figures, should fall back in line witistoric activity, albeit at a lower volume of
transactions.

Office

Owner-user condominium projects continue to beditng force of new construction activity.
Due to size constraints, the majority of these progs do not, however, fit into the category for
the forecast. Nonetheless, in the latter part@fi82 the office market experienced increasing
vacancy and declining new construction in most areas.

2008 pricing increased some 20% over 2007, whikadly displayed an increase of nearly 40%
over the 2006 average. With only nine sales mgdtie Forecast criteria this past year and a
similarly low volume of sales activity projectedrf@009, a single transaction can have a
substantial affect on average pricing. Even se,dffice market can reasonably be predicted to
have declines commensurate with that of occupandyleasing rates, bringing pricing down by
15% to 20%.

Industrial

The industrial market, by virtue of the physicalesof many facilities and being most directly
linked to economic conditions and job growth, h@asgl been the most volatile of property types
with respect to demand, and consequently vacareggelrates and pricing. With respect to the
local industrial market, 2008 saw average pricimyéase on an unprecedented level. However,
a more in-depth look at the transactions reveals that a few upper-entiefaeifid numerous
acquisitions of speculative inventory by owner-gspushed average pricing up much more
sharply than leasing rates.



Looking ahead, there are several factors which aplly downward pressure to industrial real
estate values in the Tucson market. Both populatiod job growth are presently negative,
asking rental rates continued to climb despitedasing vacancy, and the majority of newly
constructed speculative multi-tenant product (bo#ditional and industrial condominiums)

remains vacant. In short, while 2008 reflected arous typically motivated transactions, many
of the investor-type properties which sell in 20@i@ likely involve considerable duress on the

part of sellers, bringing average pricing down sharply vs. a year ago.

Apartment

2006 saw the end of the condo-conversion mania/ 2@Perienced a slower sales volume, and
2008 ground to a near halt with only 12 sales ojgmts with 50 or more units, with only two
occurring since October. Additionally, some ofdhesales were condo “reversions” — failed
conversions that were either taken back by lenderspld at significant discounts to investors
who placed them back in to the rental pool.

As a result, it is likely that the volume of salek apartment projects in 2009 will remain
relatively low, with the vast majority of transactions under severe dufsdditionally, as only
three of the 12 sales in 2008 were over $50,000 per unit, the followingvilebkely see that
trend continue, with pricing falling to pre-2005 level

Summary

Based on the above analysis, my forecast is foitiaddl declines in most sectors, except in the
case of retail properties, which should approxintiaé¢ of more recent years.

2009 Projections

Retail $/SF $165.00
Office $/SF $150.00
Industrial $/SF $72.00

Multi-family $/Unit $42,500
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Previous Finance Winners

2008 Farrah Kay, CCIM
National Bank of Arizona

2007 Jim Hunter
Compass Bank

2006 Laurie Weber, CCIM
LendAmerica

2005 Kristine Durward
Wells Fargo Bank

2004 Randy Hotchkiss
Hotchkiss Financial

2003 Laurie Weber, CCIM
LendAmerica

2002 Laurie Weber, CCIM
LendAmerica

2001 James R. Sellers
GMAC Commercial Manager

2000 Jim Hunter
Compass Bank

1999 Susan Scholl
National Bank of Arizona

1998 Cliff DuBois
Catalina Mortgage

1997 Margaret Larsen, CCIM
Business Development Finance Corp.
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FINANCE Category

12/31/09 2008 2008

FINANCE - 5 Year LIBOR SWAP Forecast | Forecast* Actual*

Farrah Kay ! National Bank of Arizona 2.87% 3.97%

Paul Kraft - Wells Fargo 4.00% |*last year!s contest based on
10 yr T Note

Laurie Weber, CCIM - LendAmerica 2.50%

Determining The Winner

In the Finance category, the forecast will be the yieldpateannum for the 5 Year LIBOR
SWAP rate ending December 2009 as reported in the Wall Steetal.

The presenter with the rate closest to the published numibéewdeclared the winner and
automatically invited back to the 2010 forecast compaetitio

Only the 2008 winner of the Commercial Real Estate Marketdast Competition has their
remarks published in the 2009 Commercial Real Estate MRAdtetast Competition book.

The Presenters

Farrah Kay, CCIM!INational Bank of Arizona
The 2008 Winner of the Commercial Real Estate Market Forecast Competition

Farrah Kay is a commercial real estate lender working in conjunction with invastbsvner
operators to provide funds to acquire and develop comrherojgerty. Prior to joining
National Bank of Arizona in 2003, Farrah worked as an asseager and leasing agent for
Builder!s Inc. in Wichita, Kansas, for three years.

Farrah delivers creative thinking, strong analytical skills and reliable communication to her
clients. In her position at National Bank of Arizona, Faisafible to provide loans for any
stage of real estate development, from land and acquisiéms through construction
financing.

In addition to her practical experience, Farrah holds &d@&ads Degree in Real Estate and
Finance from Wichita State. She is also a Certified Comaldnvestment Member (CCIM)
and is active in the Tucson Chapter of Commercial Real Batateen (CREW).



The Presenters, Cont!d.
Paul Kraft!Wells Fargo

Paul Kraft is the Manager and Senior Vice President for thes\Wargo commercial real estate
group in Tucson. He has 17 years experience working for eoomhbanks in the area of
commercial real estate. The Wells Fargo office originatgsd on investment/income proper-
ties and development projects. Paul is a graduate ofmladiaiversity and has lived in the Tuc-
son area since 2004.

Current Community Organization Involvement:
Pima County Real Estate Research Council " Membership GhBioard 2006-Present

Jewish Federation of Real Estate Allied ProfessiondtsA@® " Board Member 2007-
Present

Former board member of the Autism Society of AmericanX)ASima County Chapter "
Board Member 2005-2007

Former board member of Metropolitan Pima Alliance (MPA) - Board Member 2005-2007
Active member of Southern Arizona CCIM

Laurie Weber, CCIM!LendAmercia

Laurie has an extensive commercial mortgage and real estate background. She earned her
CCIM designation in 2001 and was previously a Vice Presaeth banking center manager
with Bank One. In addition to holding an Arizona Mortgagekirage license, Laurie also
holds a Real Estate Brokers license. She was the Southeomn®CCIM Chapter president in
2005 and is a three time winner of the Southern Arizona CCI&pteh forecast competition.

Laurie has secured financing for numerous investors anch@iagged her own investment
properties. Her primary business focus continues to be securing financing for large commercial
real estate investment properties through life insuraocganies, Wall Street conduits,

retirement funds and various other institutional lenders.



Farrah L. Kay, CCIM

National Bank of Arizona
520.519.2933

18t Annual Pima County Commercial Real Estate Market R eview & Forecast Competition
Back to Basics

2008 was a tumultuous year, especially in the banki ng industry. There have
been major adjustments in the market (local, regional, national and global) as

well as in our industry and related fields. Within  the banking industry there were
28 bank failures in 2008.

The government has already provided significant fun ds to financial institutions
and more dollars are expected to be distributed from the current administration
to banks and automakers in the form of capital as w ell as debt relief to
homeowners facing foreclosure through lowered month ly payments.

IBailout” Funds ! Lending Dollars
IBailout" Funds = Bank Capital

Although capital may be allocated for lending, it i s also used for functions that
keep a financial institution healthy, such as loan loss reserves and mai ntaining
appropriate capital ratios per our regulatory requi rements. One of the most
anticipated uses for this additional capital is to allow the healthy banks to
purchase the unhealthy banks. This would prevent the FDIC from having to step

in as Banks failed and is anticipated to slow down the crumbling consumer
confidence.

The key to working within this new paradigm is not to ask your lender if they are
lending but to ask them on what they are lending an d under what parameters.
Healthy banks are well aware that they will have to maintain lending

relationships going forward in order to remain stro ng and competitive.

Banks may be willing and even eager to make a loan, but be aware they are in
a position where they must be picky. They are stil | struggling to set appropriate
loan pricing and structures. They want to make loa ns on projects that make
sense to strong experienced principals who have ar elationship with their
institution. In the past years, rates and lending p  arameters have been low and
overtly relaxed. Risk was not appropriately accoun ted for and has manifested
itself in the number of troubled loans and foreclos ures the banking industry is
seeing today in both residential and commercial sec tors. This new mind set



reflects the efforts of Banks to properly price the risk associated with a project,
something which had been lacking in previous years.

What does that mean for you? Following is a look a t what you can expect from
your Bank in terms of lending opportunities now compared to what you may
have seen in the past:
Please keep in mind these are typical parameters and that exceptions may be
made.
(For exceptional projects or borrowers!)

Yesterday Today
DSCR| 1.20to 1 1.30to 1
LTV # Land Acquisition & | 50%-65% Maximum 50%
Development
LTV # Construction | 70%-80% 65%-75%
Equity | Hard Equity or Appreciation  Hard Equity
Spread (over LIBOR) | 175bps — 275bps 300bps —
450bps
Guarantees | Non-recourse, partial Full Recourse
recourse, pro-rated
guarantees, completion
guarantees or full recourse
Term (fixed) | Up to 10 years 3-7 years
Floor | Sometimes Yes
Deposit Relationship with | Yes, No, Maybe Yes
Institution
Rate Prediction
5year LIBOR Swap at 12/31/09...........................2.87%

The Facts, Just the Facts$

I IBailout” or TARP money costs a financial institutio  n 5% annually. It cannot
be repaid within the first 3 years. However, if it is not repaid in years 4 or 5,
the cost increases 400bps to 9% beginning in year 6

I Of the top 12 financial institutions that the gover nment met with when
initially planning the bailout — 65% did NOT want the funds.

I The Five C’s of Credit: Character — Cash Flow — C  apital — Collateral —
Condition

I A well capitalized financial institution must have a minimum risk-based
capital ratio of 10%; National Bank of Arizona has a risk based capital ratio
of 18%. Zions Bancorporation, NBA’s parent company , has a risk-based
capital ratio of 14%.



I FDIC insurance is currently set at unlimited  amounts for non-interest
bearing business accounts through 2009. Interest be aring accounts are
insured for $250,000 per owner.

NOTES:




Compass Bank AD




Wells Fargo Bank AD

Alliance Bank AD

AXIA AD




Bank of AZ AD

Bank of the West AD

Beach Fleischman AD

Business Development AD




First American Title AD

Lawyers Title AD

Monroe & McDonough AD

Natl Bank of AZ AD




PrecisionFloorPlan.Com AD

Red Point Development AD

Sage Tax Group AD

Southern AZ Community Bank AD




The Mahoney Group AD

Title Security Agency AD

Trend Report AD

Tucson CREW AD
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Four reports for the quarters ending March 31, Blhe&eptember 30, and December 31, 2009.

Engineering and Environmental ConsmI.Pa ment 0 tIOﬂ@:hOOSE one)

INFORMATION TECH CHAIR
Steve Cohen
PICOR Commercial Real Estate Ser

I Annual payment - $1,200, due Bgbruary 15, 2009

e Semi-annual payments

BOARD OF DIRECTORS

Bill Viner
Pepper Viner Homes

Clayton Niles
CNN Real Estate

Andy Seleznov
Larsen Baker

Jim Marion
Chapman Lindsey

Lucinda Smedley
TREND Reports

Mike Grassinger
The Planning Center

John Ferenchak
Burdick & Ferenchak

Kathy Ward
Town of Sahuarita

Herb Havins
The Havins Co., Inc.

Tari Auletta
Synergy Commercial Real Estate

Rosey Koberlein
Long Realty Company

Vito Tumilowicz
Paula Meade
The Kemmerly Company

Celeste Steen
Lewis & Roca, LLP

Mike Trueba
Southern Arizona Community Bank

Mercy Valencia
The University of Arizona

Marshall A. Worden
The University of Arizona

$600 due byFebruary 15, 2009
$600 due byluly 15, 2009

Additional copy
I $150.00 for each additional subscription from thme company

This initial payment must be received by February 15, 2009 in order to remaia member and
receive the 2009 reports

PLEASE COMPLETE THE FOLLOWING INFORMATION BELOW FOR THE
MEMBERSHIP OF RECORD

Name:

Company:

Street Address:

City/State/Zip:

Phone: Office Fax Cell

E-Mail Address (Mandatory):

Checks Should Be Made Payable TPCRERC
Mail Your Check & Copy of Invoice To:

PIMA COUNTY REAL ESTATE COUNCIL
P.O. BOX 65705
TUCSON, AZ 85728-5705

Please make sure that this is the only address usku the Council

FOUNDERS
David Mehl
Cottonwood Properties, Inc.

Michael S. Hammond
PICOR Commercial Real Estate Ser

Bruce D. Greenberg
Bruce D. Greenberg, Inc.

Jim Sellers
Heritage Advisory Corporation

The Pima County Real Estate Research Council, Inés a non-profit 501(c)(6) corpora-
tion. Tax ID # 95-3240235
ces
Questions about membership should be directedubKraft at Wells Fargo Bank (520)577-5681
Questions about billing should be directed to Kiaskal at Beach Fleischman (520) 321-4600







Come for the knowledge. Stay for the business.

The CCIM education program is the most comprehensiv e
educational resource in commercial investment real

estate. It represents the core knowledge expected o f
commercial investment real estate practitioners. Th e
curriculum incorporates the essential CCIM skill se ts:
financial analysis, market analysis, user decision analysis
and investment analysis. Professionals from all are as of

commercial and investment real estate
attend CCIM courses.

Tucson Course Schedule

CI-INTR Introduction to Commercial Real Estate
Analysis March 19 ! 20, 2009

CI-101 Financial Analysis for Commercial Investment
Real Estate April 27 ! May 1, 2009

CI-102 Market Analyisis for Commercial Investment
Real Estate June 12! 17, 2009

CI-104 Investment Analysis for Commercial Investment
Real Estate September 11! 16, 2009

CI-INTR Introduction to Commercial Real Estate
Analysis November 5! 6, 2009

CI-103 User Decision Analysis for Commercial
Investment Real Estate December 4 ! 9, 2009

For more information, visit our website
http://chapters.ccim.com/southernarizona

Or call the CCIM Institute at 800-621-7027



