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2014- YEAR IN REVIEW

« Positive YOY Net Absorption: 213,948 SF (continuing trend for past 3
years

* Vacancy Relatively Flat at 8.3%

« Average NNN Rents: $16.85/ SF — Still below precession levels

* Aot of deal velocity in Q4, should carry over in 2015

- Pl aying “Musical Chairs” with exi
*  Will this be the year National Retailers loosen the reins?

» Largest single deal was Walmart Super Center- (100,000 SF)

« Restaurant Activity Strong
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RETAIL TRENDS

Right Sizing of Stores

* Omni-channel world having retailers rethinking
footprints

Consolidations/ Mergers

« Office Supply, Discounters, Mattress Cos.

Proliferation of Restaurants

* Burger Battles to Pizza Wars

Box Users Showing Some Signs of Life

Redevelopment Opportunities

* Examples: Broadway Blvd., Grant/ Tanque
Verde

* Aging Retail Product

* Retalilers seeking locations where none may
exist
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WHAT DO THESE RETAILERS HAVE IN COMMON?

S) L\

STAPLES

SAFEWAY Alb CIrtSONS

i | xrocys

@ RadioShack.

wet seal.
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RETAIL- NEW CONSTRUCTION ACTIVITY

Marana Premium Outlet Mall

«  Simon Property Group, 360,000 SF,
100 stores, $90 million, Opening Fall
2015

Houghton Town Center

c Super Wal mart’'s st
adding validity as retail destination

«  Phase Il soon to follow

AAAAAAAA

Tucson Marketplace at the Bridges

« Actively working with a line-up of

retailers for Phase |I. *"‘; ‘5—-
Many Ot her New o“%/{
books”™ just need o
jumpstart!
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RETAIL- LEASE TRENDS FROM THE FIELDS

« CAM Provisions:

Any i1 ncrease in the Tenantos prop
exceed from year to year, 5% of Tel
the prior year. ~ National Card and Gift Store

Tenant will agree to a fixed CAM based on the annual CPI increase with
a Anot to exceedo among of 3 %.

«  Termination Clauses:

NBeginning I mmediat el y -magotiablkeas e s
follows: $1.8M, end of YR 4, 12 month notice, NO termination penalty,
NO payback of unamortized TIs ~ National Retailer

CBRE Retail 24



RETAIL- LEASE TRENDS FROM THE FIELDS CONT.

« On-Going Co-Tenancy Requirement:

The on-going co-tenancy shall mean that 80% of the shopping center
must be opened and operating; in the event the on-going co-tenancy is
not met, Tenant shall be required to pay 6% of sales as gross rent until
the co-tenancy requirement is satisfied. If not satisfied for longer than 1

year, Tenant shall have the option to terminate the Lease. ~ National

Retailer

- HVAC:

Tenant shall be responsible for HYAC maintenance up to a cumulative

$500 per year per unit. In the event repairs are in excess of $500 per

unit or the units are need to be r
cost. ~ Local Tenant
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RETAIL- WHAT DOES THIS MEAN TO BUILDING
OWNERS AND MANAGERS?

* Budget for repairs, maintenance
and replacement that has been
postponed during the recession.

» Anticipate vacancy if you have a
national retailer who has
announced store closures

» Budget for tenant improvements,
leasing commissions, downtime

« Protect the asset (ex. copper theft).

*  More lease administration and e oy | | ‘
record keeping related to CAM . / T
caps, co-tenancy clauses, A -

termination options.
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EXPECTATIONS FOR 2015

* Modest local economic and population growth

« Continued sluggish new home construction

« Continued trend in positive absorption

« Competition for Prime Space as it becomes available
* New retailer concepts coming to market

* MORE Mattress stores!
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