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There's one good thing you can say about 2008. It's in the past.

Utah's economy slumped to a five-year low in the midst of a national
recession, challenging all sectors of commercial real estate.
Capitalization rates adjusted upward in 2008 as very little product
was delivered to the market and demand trended downward.

On a positive note, our economy continued to outpace that of the
entire country as several national publications ranked Utah as
one of the best states to do business and weather the economic
storm.

While all commercial real estate sectors felt the impact of the past
year's economic instability, retail was hardest hit as consumer
confidence and spending withered.

Consumers began to readjust to the lifeless economy with
a tightening of their wallets and a resolution toward higher
productivity. With change, there is opportunity rang true
throughout the commercial real estate industry as it sought out
market correction.

As commercial sales and leasing activity along the Wasatch Front
fell off as it followed the national trend, opportunity for good deals
emerged for those with cash, solid credit, capitalization and market
savvy.

Gaps betweenbuyerandseller andlandlord andtenant expectations
produced a wait-and-see attitude throughout the market. The
majority of investors waited on the sidelines for fire sales to
surface and developers forced a stalemate as they hoped their
property values would increase. Tenants procrastinated until the
very end to ink deals as they anticipated lower rents and increased
concessions. Landlords longed for improved market conditions.

Amid the gloom, Utah continued to outrank the nation in terms of
population growth, education, technology, home bargains, quality
of life and cost of doing business.

For the second consecutive year, Utah was lauded by Forbes
Magazine as a top desirable place to do business, scoring higher
marks in 2008 than in the previous year in areas of labor, cost of
doing business and growth opportunities. The Beacon Hill Institute
of Boston Competitiveness Report, which identifies states with the
healthiest fundamentals, ranked Utah number two in the nation in
2008.

Utah's population grew at the third fastest rate in the country last
year. Lured by a young and highly educated workforce, job growth
continued at one of the fastest paces in the nation.

Strong transportation networks and lower-than-average business
costs continued to attract the likes of out-of-state companies
Oracle, eBay, Hershey and Cementation. As Utah continues to
be recognized for its outdoor sports, Minnesota-based Quality
Bicycle Products announced it would enter the state in 2009 with
a distribution center, employing a workforce of 70.
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Office Market Study

Coldwell Banker Commercial Salt Lake City, Utah

Weak economic performance
that has beleaguered the
nation echoed through the
commercial  office  market
along the Wasatch Front during
the second half of 2008, damp-
ening lease rates, compelling
higher vacancies and moth-
balling new development.

On a positive note, Utah contin-
ued to rank among the nation’s
healthiest economies with its
lower-than-average unemploy-
ment rate, strong population
growth and attractive cost of
doing business. Recognizing
Utah as one of the top states
in which to do business, com-
panies continued to negotiate
deals, but carefully weighed
options before committing to
space in what is now becoming
a tenant-driven market.

O1. Vacancy

Overallvacancy inthe Salt Lake
office market climbed slightly
at year’s end to 12.45 percent
as compared to 11.71 percent at
the end of 2007. The suburban
market increased 114 percent
while downtown and periphery
decreased from 10.17 percent
to 10.08 percent.

As vacancies rose and more
space for sublease came on
the market due to companies

downsizing or going dark,
more concessions were of-
fered to tenants, sometimes
in the form of one month of
free rent for every year of the
lease term. Sublease tenant
concessions included furniture
and equipment and some land-
lords threw in above-standard
tenant improvements to close
the deal. Sublease space com-
prised 360,000 square feet
or 9 percent of the total 3.86
million vacant square feet at
the close of 2008, compared
to 263,021 square feet or 8
percent at year-end 2007. This
spike was attributed to consoli-
dation and job losses.

02. Lease Rates

Overall lease rates held steady
in 2008, with an asking lease
rate average of $19.03 a square
foot as compared to $18.99 per
square foot in fourth quarter
2007.

Class A lease rates for down-
town and periphery space
experienced an increase while
Class B decreased and Class C
lease rates dropped dramati-
cally by $1.72.

Overall suburban lease rates
rose 27 cents per square foot
over year-end 2007 to an aver-
age $19.65 per square foot. The

most significant rent increase
was seen in Class B buildings,
a rise attributed to more than
380,000 square feet of new
construction that was intro-
duced.

03. Absorption

Local market absorption in
2008 ended with a positive
519,000 square feet, with the
greatest amount of space
being absorbed in the Subur-
ban market. This accounted
for 461,958 square feet while
Downtown and  Periphery
comprised 57,042 of the total
number. Some disparity in
absorption rates occurred as
some companies internally
relocated from flex office/in-
dustrial to office space and as
Utah County tenants shifted
into the Salt Lake market.

04. Construction

Over 2 million square feet of
office space was planned for
development as of mid-year
2008. At year's end all but a
few projects have been shelved
until affordable financing can
be obtained, existing projects
are filled and tenant demand
increases. Of the 530,000
square feet under construction
at year-end 2008, approxi-
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mately 28.70 percent has been
pre-leased.

Office Properties currently
under construction include:

+ The Exchange at 140th
Building E - Spring 2009 -
27,5000 sf

+ East Wing Plazal &Il -
Spring 2009 - 81,000 sf

« 222 South Main - Winter
2009 - 425,000 sf

O5. Transactions

Significant lease transactions
along the Wasatch Front during
2008 included:

+ ARUP Laboratories - 560
Arapeen Way - 43,923 sf

+ Boart Longyear - RiverPark
Corporate Center 14 -
51,354 sf

« Compucredit - Edgewater
Corporate Park North -
40,162 sf

» Education Affiliates - Wood-
lands 4 - 24,233 sf

+ Fusion-io - Old Mill Corpo-
rate Center Il - 24,243 sf

+ HealthCare Insight -- River-
Park Corporate Center 6 -14
23,505 sf

» JP Morgan Chase - One
Utah Center - 22,644 sf

* Med Source - Pheasant
Hollow Business Park -
20,000 sf

+ Raytheon Company - Cot-
tonwood Corporate Center
8 - 22,964 sf

* Rio Tinto - Daybreak Office
Park - 140,000 sf

+ Wingate Web - The Pointe
Building | - 28,393 sf

Commercial condominium
office space has emerged as
a viable alternative to leasing.
Approximately half a million
square feet was available for
lease at of the end of 2008.
Overall office condo lease rates
averaged at $16.99 per square
foot, while average tenant im-
provement allowance of $25.00
per square foot was offered to
buyers or tenants when leasing
or purchasing first generation
space .The average sales price
per square foot for Class A
office condo space was $196.71
while Class B and Class C space
rates were $170.90 and $161.53
respectively.

Office Market Study

Coldwell Banker Commercial Salt Lake City, Utah

CBD - Periphery Year-End 2008 Summary

Class Total SF Available SF Vacant SF Vacancy Rate Lease Rate
Class A 3,766,935 289,767 158,110 4.20% $24.73
Class B 4,074,368 568,568 467147 N.47% $17.50
Class C 3,365,964 531,469 504,420 14.99% $14.60
Overall 1,207,267 1,389,804 1129,677 10.08% $17.33
Suburban Year-End 2008 Summary
Class Total SF Available SF Vacant SF Vacancy Rate Lease Rate
ClassA 6,526,848 1,153,158 970,097 14.86% $23.19
Class B 8,918,056 1,468,117 1,252,121 14.04% $19.19
Class C 4,352,613 543,594 508,544 1.68% $15.27
Overall 19,797,517 3,164,869 2,730,762 13.79% $19.65
Overall Mid-Year 2008 Summary
Class Total SF Available SF Vacant SF Vacancy Rate Lease Rate
Class A 10,293,783 1,442,925 1128,207 10.96% $23.43
ClassB 12,992,424 2,036,685 1,719,268 13.23% $18.71
Class C 7,718,577 1,075,063 1,012,964 13.12% $14.95
Overall 31,004,784 4,554,673 3,860,439 12.45% $19.03
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Coldwell Banker Commercial
Asset Services has now become
one of the leading property
management firms along the
Wasatch Front. Despite the
general economic downturn in
the national real estate sector,
property ~management for
Asset Services had a record
year of growth in 2008. Over
one million square feet of com-
mercial property was added
to its managed portfolio. The
group focuses on maximizing
property asset value for insti-
tutional portfolios, corporate
facilities and local investment
funds.

Asset Services handles over 3
million square feet of assets
under management of retail,

office and industrial proper-
ties. Services include property
& facility management, lease
administration, operational
reviews and asset advisory
services. In addition, the divi-
sion successfully launched its
Construction Management
capability in 2008 and several
new projects were completed
during the year including office
building lobby remodels, park-
ing structure renovations and
tenant improvement work.

Several important assets were
added to the managed portfo-
lio in 2008 including the 185
South State Office Building in
downtown Salt Lake City and
Centerpointe Shopping Center
in Lehi. Notable other proper-

ties in the current portfolio
include Union Heights, Hidden
Valley Shopping Center, Family
Center Downtown, CRS Plaza,
Parkway Tower, Parkway Village
Shopping Center (Provo), Spill-
man Technologies Corporate
Headquarters, and Saratoga
Crossroads Shopping Center
(Saratoga Springs).

Randy Owen, CPM, serves as
Chief Operating Officer of the
division. Randy brings over 25
years of commercial property
experience, managing large
portfolios and providing advi-
sory and leasing expertise for
bothinstitutionaland corporate
clients. He served as a Senior
Vice President of Jones Lang
LaSalle in Atlanta and South

Operating Expenses: Downtown and Suburban

Class A (DT) Class B (DT) Class A (S) Class B (S)
Cleaning $1.05 $0.87 $0.94 $0.85
Repairs/Maint. $1.09 $1.00 $0.85 $1.03
Utilities $1.40 $1.30 $1.34 $1.25
Roads/Grounds $0.20 $0.18 $0.40 $0.30
Security $0.22 $0.12 $0.20 $0.80
Administration $1.25 $0.95 $1.20 $0.80
Insurance $0.19 $0.17 $0.18 $0.16
Property Taxes $2.20 $1.75 $2.30 $2.00
Totals $7.60 $6.34 $7.42 $6.50
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America and a Divisional Asset
Manager role with AEGON USA.
He is very active in the local
Institute of Real Estate (IREM)
chapter in Utah and serves on
its Executive Council.

Important new hires to the
Asset Services professional
team include:

Duncan Lambert: Director of
Operations & Portfolio Man-
ager (Formerly with NAI Utah)

Don Francis: Director of
Engineering & Construction
Management (Formerly with
CBRE)

Steve White: Senior Property
Manager (Formerly with NAI
Utah)

Matthew Millard: Portfolio
Accountant (Formerly with
CBRE)

Jabe Washburn: Portfolio Ac-
countant (Formerly with Hilton
Hotels)

Operating Expenses

Asset Services focuses on
tracking key operating ex-
pense indicators. A survey
was completed in 2008 by in-
terviewing several commercial
managers in Salt Lake County
and further analysis from both
the IREM and BOMA Income
& Expense publications.  Our
results below show operating
expense averages for Class A
and Class B office buildings, in
both the downtown and subur-
ban areas:

Shopping Center
Common Area Costs

The Asset Services team also
completed a Common Area
Expense (CAM) study in 2008
among 16 selected community
& neighborhood shopping cen-
ters. The properties covered a
geographic area of Ogden to
Provo and ranged is size from
40,000 to 360,000 square
feet:

* Overall CAM Average
(Includes CAM/Taxes/Insur-
ance): $4.10 psf

+ Real Estate Taxes averaged
$1.82 of overall CAM.
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2007 was the third and last
year of consecutive record-
breaking M&A deal volume in

the U.S. Throughout 2008,
activity  slowed, although
PEG fund raising remained

strong, adding to the already
enormous pool of uninvested
capital waiting for the right op-
portunity. The middle-market,
remains stronger than the
overall market, experiencing
less of a decline in deals under
$500 million. It is expected,
however, that the M&A market
will continue to decline well
into 2009. With the increased
tightening of credit markets,
deal valuation multiples have
declined as well.

Doom and gloom aside, the in-
dustry is finding creative ways
to adapt. Private equity groups
are emphasizing operational
expertise, in order to improve
the performance of portfolio
companies as well as be more
attractive buyers for manage-
ment teams looking to sell.
Strategic buyers are also taking
advantage of their stronger
capital reserves and entering
the market at lower average
purchase price multiples. Also,
large private equity firms that
typically focus on deals of
$100 million and up are moving
“down market,” doing smaller
deals where access to debt
isn't as crucial.

U.S. Mergers and Acquisitions Deal Flow
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Despite the tougher market
conditions in 2008, Coldwell
Banker Commercial NRT's
Mergers & Acquisitions con-
tinued to expand beyond Utah,
with successful transactions
in Florida, Michigan and South
Dakota. Bucking the national
trend, the group's revenues
and the number of transac-
tions completed increased over
2007.

14,000
12,000
10,000
ra 8,000
6,000
4,000

2,000
2007 2008

Coldwell Banker Commercial NRT | 6550 South Millrock Drive, Suite 200 | Salt Lake City, Utah 84121 | www.coldwellutah.com



Technology Services

Coldwell Banker Commercial Salt Lake City, Utah

Coldwell Banker Commercial
believes technology services
is a critical component to the
industry and, in order to be a
market leader, has committed a
substantial investment in highly
experienced people and hard-
ware/software technology.

The technology team pro-
vides the infrastructure and
tools necessary for the entire
information service team to
function. Coldwell Banker's in-
house, custom IT development
program keeps agents com-
petitive when new technology
is required to achieve specific
tasks.

The services that Coldwell
Banker Commercial agents
provide clients are the most
up-to-date market informa-
tion and marketing strategies.
Those services are comprised
of four key components: Geo-
graphic Information Services
(GIS)/Mapping, Marketing and
Graphics, Data Information and
Statistics, and Multi-Media and
Web Services.

Mapping Services

The Coldwell Banker Commer-
cial GIS (geographic informa-
tion systems) team uses the
latest mapping technology to

Incorporating information
from many sources, the GIS
team combines that data with
specific market information to
instantly display potential site
locations based on client crite-
ria. This ability, combined with
the team’s extensive aerial col-
lection, allows Coldwell Banker
Commercial to provide clients
with visual data interpretation.

Marketing and Graphics

Coldwell Banker Commercial's
graphics and marketing team
utilizes the most advanced
graphics software available to
produce high-caliber market-
ing collateral in both printed
and web form. The team's
printing equipment can deliver
above-standard, oversized
presentation materials, which
agents can then employ in any
presentation forum.

Data and Statistics

Coldwell Banker Commercial
currently has a team specifi-
cally dedicated to consistent
research of Utah's commercial
real estate market, providing
a fresh insight into emerging
trends in the market.

The data team tracks all com-
mercial real estate back to the

day it wasbuilt,includingleases,
sales and ownership informa-
tion. This enables Coldwell
Banker Commercial agents to
quickly and accurately provide
representation of how sales
or lease rates should change
for any given property. Based
upon this team’s findings the
retail, industrial, land and in-
vestment division of Coldwell
Banker Commercial completes
a study on market conditions
every six months.

Multi-Media and
Web Services

Coldwell Banker Commercial
has the ability to deliver video
and web information that ulti-
mately gives clients access to
every detail of a particular prop-
erty. This allows for the ability
to quickly distribute up-to-date
information as it changes.

Using the web as a means of
communication adds efficiency
to the process of listing, selling
and leasing properties. This
technology also speeds up the
process associated with deal
management, and provides a
central and organized forum
that is accessible from any in-
ternet connection, anywhere in
the world.

display a wide array of data.
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