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SECTION III: COMMERCIAL MARKET ANALYSIS
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ANCILLARY USES

As previously mentioned, the proposed Ballpark Commons Development is centered around the proposed
baseball stadium located near the existing Rock sports complex. C.H. Johnson Consulting, Ine. has already
concluded that the development of a proposed Frankiin stadium would be a successful investment on behalf of
the City, which would serve as a catalvst fo spur new development and entertainment in the City of Franklin,
The Market Feasibility Study completed by C.H. Johnson Consulting, Inc. (March 2014) analyzed the market
viability of a propbsed minor league stadium in Franklin and quantified the total economic and fiscal impact
the proposed stadium would have on the local community. At the time of the study The Rock had an annual
attendance of approximately 84,000 people, with projections anticipated to increase to just under 100,000
people annmually. Under the best case scenario included within the study, average annual attendance with the
proposed stadium in place was projected to total over 220,000 visitors, an increase of approximately 140,000

people to the immediate neighborhood annually.

Given the amount of visitors anticipated to be generated by the development of the baseball stadium it appears
likely that the adjacent subject sites could provide a viable location for complimentary commercial uses.
These uses could potentially compliment any proposed multi-family development on the southern portion of
the subject property. As shown previously within the report, the developer is proposing a mix of commercial
uses along a strip of land immediately south of West Rawson Avenue (to the north of the proposed multi-
family area) and along a to-be-acquired strip on land that is located in between West Loomis Road (to the
southeast) and the existing Rock complex (to the northwest). Proposed complimentary uses include a mix of
retail (including restaurant uses), office, and lodging type uses. Given the potential for a population increase,
both permanent (with the proposed multi-family) and transient {with the proposed baseball stadium) it appears

that the subject site could support such complimentary commercial uses.

The previously referenced Market Feasibility Study highlights details on five case studies of recently
developed minor league stadiums throughout the country that spurred additional area development. Though
each of these developments varied and are somewhat different from the City of Franklin, they still are
examples of ancillary development as a result of the addition of a minor league baseball stadium to the area.
Specific details on the five case studies can be found within the referenced report however, the concluded
implications for the City of Franklin on a potential development by C.H. Johnson Consulting, Inc, were as

follows:

Redevelopment projects can be tipping points for many communities. Through such catalyst developments,
many communities find themselves with increased attractions and amenities that add to the quality of life for
residents. Hence, the importance of the baseball stadium cannot be overlooked. It can change the course of
Franklin and add vitality to attract visitors and residents. In the first year or two, the key is to make existing
businesses do better. Our experiences in Pensacola, Greenville and other markets supporis that they will.
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Officials in Tulsa, Norfolk, and Birmingham were creative in transforming blighted arveas through their
baseball stadiums. Officials in Pearl and Pensacola worked collaboratively with private developers in an
attempt to realize their area vision. The combination of the concepls seen in these other markets will occur in
Franklin. Baseball stadivins drive ancillary development. Through proper planning, use of selected incentives,
and commumity engagement that many of the cities described earlier in this section used, Frankiin can position
the baseball stadium to entice additional revitalization in the area.

General Market Conditions

The local office market is relatively soft and there has been minimal construction within recent years, Further,
few developers would consider constructing such a property on a speculative basis. Given the current market
conditions, it is likely that any proposed office use would have to be substantially pre-leased (if not fully pre-

leased) for any development to ocecur.

New retail development has been realized on a slightly steadier pace within the greater Milwaukee area. Most
of the new retail development is centered around these “town center” style developments that have been
occurring in recent years, In areas like Wauwatosa, Brookfield, Mequon and Qak Creek, there has been
construction of large scale mixed-use developments that include residential and commercial components. The
subject is somewhat unique as it will be potentially anchored by a baseball stadium, however, retail
development (including restaurant uses) appears to be reasonable. Similarly to the current office segment,
current matlket conditions would not support purely speculative development. It is likely that any proposed
retail use would have to be substantially pre-leased or have users in place (owner occupant), for any
development to occur. Later within this section we will test the financial feasibility of the other proposed
complimentary uses at the subject property. It should be noted that any of these potential development uses are
tied to the proposed development of the baseball stadium (Le. if the stadium is not constructed, the other uses

may not make sense given current market conditions).

City Surve

In July 2005, the City of Franklin conducted a city-wide planning survey as a part of the initial involvement
phase of the Comprehensive Master Plan Update. This survey asked residents open-ended questions to
determine specific types of businesses that are desired or not desired within the City of Franklin. For the entire
City, the respondents indicated that dining, specialty shops, and large format retail were the top three types of
desired businesses. On a micro level, residents indicated the top three businesses for Planning Area D (where
the subject is located) of dining, specialty shops, and large retail. Therefore, it appears what the residents
desire from a commercial standpoint for the City as a whole, they would also like to see within the subject’s
specific neighborhood. At the time of the survey, the subject’s neighbothood realized the highest average
household income of the designated trade arcas throughout the City.
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What types of businesses would you
like to see in Franklin?

Aeall  |Dining 23 3%
Spedaltyshops 17 3%
Large retall 16.5%

Survey respondents suggested a number of business uses for the City that included a wide variety of specific
retail and restaurant type uses. Suggested retailers included a mix of large format retailers, specialty shops,
and boutique retailers, while suggested restaurant uses including a mix of cafes, parlors, sit-down family-style,
fast casual, casual, and fine dining. Based on the responses, there was no desire for additional fast food style
restaurants in the neighborhood. From discussions with those who are active within the City of Franldin, it
was generally indicated that the City lacked quality dining options. Residents often have to travel to nearby
communities to fulfill these dining needs. Based on this survey it appears there is demand for new retail and/or

restaurant developments within the subject’s neighborhood,

Retail / Restaurant

In terms of the type of users of the ancillary commercial space, recent mixed-use developments have trended
toward including more local community users versus national credit retailers. Local users reflect the broader
community and are more closely aligned to the specific interests of the community. Whereas national grade
users, though attractive investment components, may not represent the local community as a whole and can
create & less cohesive environment. A lack of cohesion could potentially be a negative facet to the property
from a marketing and leasing standpoint for both the residential and commercial tenants. With a greater focus
on local users, the development as a whole tends to feel like one large mixed use development comprised of

complimentary type uses and users.

For example, some of WiRED Properties, most recently completed (and under construction} mixed-use
developments from the greater Milwaukee area have leased 75 to 100 percent of their commercial space to
focal users. These developments (located in Mequon and Shorewood) include focal users such as Café
Hollander, a chiropractor’s office, a yoga studio, a physical therapy office, Collectivo coffee shop, women’s
and children’s boutique clothing stores, the Ruby Tap, etc. Even some of the national branded tenants are
owned and operated by local franchisees. Furthermore, the commercial space within the nearby Drexel Town
Square (approximately half leased) includes a local mix of tenants including BelAire Cantina, a chocolate
factory restaurant, and Performance Running Qutfitters. The inclusion of the local users helps to ensure long
term viability and value at each respective development, Similar types of uses and users would be appropriate

for the proposed commercial space at the subject development.
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The primary objective with the mix of residential and commercial uses that includes a focus on local users is to
create an all-encompassing community with a local identity where residents and neighbors can live, eat, work,

and be entertained all within walking distance or a short drive.

Given the proposed development will include a mix of consumers, both quasi-permanent (muiti-family
residents) and transient {(attendees of the recreational complex), it would be appropriate to include a mix of
users in regards to retail and restaurant types. In order to cater {o the needs of the varying demographics
(primarily age and income) of the consumers a variety of retail and dining options is recommended. For
example, the proposed apariments are considered luxury in nature and appeal to a more affluent consumer that
may prefer casual or fine dining versus the transient consumers that may have less disposable income (due to
travel/recreational expenses at the stadium) and would prefer the less expensive fast-casual options. It is
important to note, the overall development will appeal to a wide range of consumers, from the residents who
live there year round within the luxury apartments to those who come to the area for the recreational facility or
entertainment and are only there for a short period of time. Therefore, the ancillary commercial space should
include a mix of uses and users that meets the needs of the different types of consumers that will be active in

the neighborhood.

Some of the local uses that would be viewed as complementary fits to the proposed subject development
include the following:

» Restaurants (Casuval, Fast-Casual, Fine Dining)

s Smaller Café-Style Shops (i.e. coffee shop)

» Boutigue Retail

o Health/Wellness

¢ Beauty

¢ Professional Services

The above referenced uses have been successfully integrated into newer mixed-use developments within
suburban Milwaukee (see WiRED Properties) in recent years. Furthermore, the operators of these uses are
primarily local and provide for a unique identity and sense of community for each of the respective
developments. As a result the overall appeal and long term viability of these projects is strengthened. The
subject’s location, which is a desirable suburban Milwaukee location when compared to the areas that have
realized these larger developments, appears to be compatible with the proposed mixed-use development
anchored by a baseball stadium and luxury apartments. Such development would benefit from additienal
ancillary commercial uses (see above) to service the needs of the consumers. The resulting overall
development would be an all-encompassing community with a local identity. Furthermore, the development

would be a positive for the area that could spur additionat development within the City of Franklin.
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Lodging
The Market Feasibility Study performed by C.H. Johnson Consulting, Inc. projected annual visitors to total

over 220,000 visitors with the inclusion of the baseball stadiumn. It should be noted that this report did not
considered the impact of the proposed four seasons indoor stadium. From discussions with parties involved
within the development of the subject property, current estimates are closer to 250,000 annual visitors once the
proposed stadium and.indoor facility are complete. The Market Feasibility Study projects there to be 16,200
visitors that would require room nights between the existing Rock complex and the proposed stadium. Again,
this figure does not consider any visitors as a result of the proposed indoor tacility. A total of 16,200 overnight

visitors equates to approximately seven percent of the total anticipated annual visitors.

Located on the opposite side of West Loomis Road, across from The Rock, is the recently constructed five-
story, 100-room Hampton Inn. From discussions with the property owner the hotel opened in August 2015,
which was somewhat behind schedule, The hotel is currently in the process of stabilizing, a period that
ownership believes will take approximately three years based on their experience in the hotel industry. The
owner is fairly confident the hotel will reach stabilization within the projected three-year period and a full

season of exposure to The Rock complex and planned events there should help increase average daily rates.

The owner of the Hampton Inn did indicate he would have an interest in developing a future hotel in the
neighborhood if the baseball stadium and indoor facility were constructed. He believes these two facilities
{with the indoor facility being the main year-round driver) would increase the demand for additional hotel
space in the immediate area. He did indicate that though there may be demand for a second hotel, once the
recreational facilities are completed, that there most likely would not be demand for a third hotel of a similar
size (approximately 100 rooms). It was noted that there are too many other opportunities for hotels with
superior locations (i.e. closer to the airport), where a third hotel in the subject’s inunediate area would be

desired.

Per the Market Feasibility Study, there are approximately 99 lodging facilities within a 20 mile radius of the
subject offering a total of approximately 12,000 rooms. However, the only other chain hotel within the City of
Franklin is the 114-room Staybridge Suites (constructed in 2009), which is located approximately seven miles
southeast of the subject property. There are a number of chain hotels located within a pocket near the General

Mitchell International Airport, approximately six miles east of the subject.

From discussions with the owner of the existing Hampton Inn, it was indicated that the Staybridge and the
cluster of hotels located near the airport are the primary competition for this property. Any future hotel
development at the subject property would likely have a similar competitive set. Per an Milwaukee Airport
Monthly STAR Report (dated August 2015}, the average occupancy of the competitive set for the trailing 12
months was 68.2 percent, while the ADR was $91.12, resulting in a RevPAR of $62.13 for the T12 period.
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The competitive set is comprised of the LaQuinta Inn & Suites, Hampton Inn, Corfort Suites, Holiday Inn
Express, and Fairfield Inn & Suites. The T12 occupancy and ADR figures, and resulting RevPar figures have
each increased in the past three years. Therefore, given the amnount of room nights to be generated the
proposed baseball stadium, and lack of existing lodging facilities within the City of Franklin, a lodging use
within close proximity to the facility could capture a majority of the overnight visitors along with the existing

Hampton Inn facility.

Based on number of overnight rooms anticipated to be generated by the baseball stadium, a number that would
increase with an indoor facility with year-round use, and the general discussions with the abutting Hampton
Tnn owner, it appears that there would be additional demand for hotel space if the Ballpark Commons were to
be developed. Given, the lack of recent success at the neighboring Hampton [nn, which can somewhat be
attributed to the delayed opening, it is difficult to forecast demand for a significant amount of hotel rooms
within the immediate area, It appears there may be demand for an additional similarly sized hotel within the
immediate area, however, the other area lodging facilities (located approximately seven miles from the subject
property) help to satisfy the demand of current and proposed operations. Additionally, any future hotel
development should potentially be phased in after the existing Hampton Inn facility nears a stabilized level of

operations.
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FINANCIAL FEASIBILITY

We have performed a financial feasibility test for retail, office, and lodging type uses. The retail analysis
includes general restaurant type uses, For purposes of comparison we have analyzed each of the proposed uses
on a per square foot basis. Each of the property types are subject to a set of assumptions. The bullet points
below summarize the assumptions utilized within each property type. It should be noted that lease and sales
comparables that provide insight into the per square foot market rates and overall capitalization rates utilized

within our projections are included within our workpapers.

Retail

e In general, recently signed retail leases at suites within newly constructed multi-tenant facilities from the
area have ranged from approximately $25 to $35 per square foot, with a midpoint of $30 per square foot,
triple net. As a conservative estimate, we have utilized the low end of the range in our analysis.

s  Per the CoStar report included within the Appendix, the Total Retail Market for the SW Outlying
Milwaukee submarket, which includes the subject property, realized a Fourth Quarter 2015 vacancy of 7.5
percent. We have utilized a similar vacancy rate within our analysis.

*  We have applied an overall capitalization rate of 7.00 percent, which is within range of many of the recent
newly-constructed multi-tenant retail sales within southeastern Wisconsin,

e Restaurant leases are often a function of store sales as opposed to the more commonly used per square foot
rates utilized in fraditional retail developments. The most appropriate way to estimate an appropriate
market rent for a successful restaurant property is to analyze historical sales of the property and apply a
market supported rent factor. From our discussions with market professionals of restaurant leases, a rent
of five to 10 percent of net sales, with six to nine percent being the more common range realized. Total
occupancy costs, including real estate taxes, CAM, insurance, and relates property occupancy costs paid
for directly by the tenant will add an additional approximately three to four percent on top of the six to
nine percent of sales triple net rent. Total occupancy costs should be no more than 12 percent, while a
more typical ceiling is 10 percent, Given the proposed status of the subject development and the lack of

historical sales to analyze we have included the restaurant type uses within our general retail analysis.

Office

s Asking rates for newer office product within the subject’s submarket tend to vary, but for the most part can
range from $11 to $15 per square foot, triple net. The subject’s location from a pure office standpoint is
considered to be inferior to those suburban office parks located within nearby Brookfield or Wauwatosa,
where rental rates tend to be in the mid-to-high teens on a per square foot basis (triple net). Our
projections are based on a more traditional office user and we have utilized a market rental rate of $10.00

per square foot, triple net.
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» Additionally, newly constructed medical office space (often on a built-to-suite basis) generally has
realized lease rates ranging from $20 to $28 per square foot, triple net in the greater Milwaukee area.

o Per CoStar the Total Office Market for the SW Outlying Milwaukee submarket, which includes the subject
property, realized a Fourth Quarter 2015 vacancy of 10.7 percent. We have utilized a similar vacancy rate
within our analysis.

e  We have applied an overall capitalization rate of 8.50 percent, which is within range of many of the recent

office sales within southeastern Wisconsin.

Lodging
s  The Competitive Set, which would most likely compete with any future subject lodging development
realized a T12 RevPar of approximately $62.00 as of August 2015, It should be noted that the RevPar

within the competitive set has increased approximately $4.00 in each of the past two years. However, this
does not factor in the recently opened Hampton Inn, which is currently not stabilized. Therefore, while a
total RevPar projection increase could be likely, given the status of the neighborhoods newest lodging
facility we have utilized a RevPar of $62 within our projections.

e RevPar, which is the Average Daily Rate (ADR) multiplied by occupancy, directly considers a vacancy
deduction.

«  We have based our analysis on an average of 525 gross square feet per room, which is typical within the
Milwaukee marketplace.

s Total operating expenses, which includes Undistributed Expenses, Departmental Expenses, and fixed
expenses ate projected to total 70 percent of revenue, which is near the average for the subject’s region per
the 2014 STR Host Study.

s An overall capitalization rate of 8.75 percent is near the average of the National Limited-Service Midscale

Lodging Segment, as indicated by PwC within their Third Quarter 2015 report.

Presented on the following page is the Financial Feasibility Test for the potential general retail, office, and

lodging uses at the subject property. It should be noted, based on the specific use and/or user the base

construction costs could vary significantly, especially for a retail or restaurant type users. Supporting
documents including rent comparables, sales comparables, and costs (provided by Marshall Valuation Services

- MVS) are included within our workpapers.
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Front Door Analysis

Rent to Cost Retail ~ Office Lodgil_“ig
Market Rent / SF 3 25.00 | % 10,00 43.10
Land Subtraction {15%) 15% 15% 15%
Market Rent Pre-Land $ 21251 % 8.50 36.64
SF / Unit 1.00 1.00 1.00
PGI $ 212513 8.50 36.64
Market Vacancy 1.50% 10.00% -
EGI $ 19.66 | § 7.63 36.64
Operating Expenses 3.00% 3.00% 70.00%
Annual NOI $ 19.07 | $ 742 10.99
Capitalization Rate 7.00% 8.50% 8.75%
Est. Stabilized Value 3 272 % 87 126
Justified Cost / SF S 2721 % 87 126

Back Door Analysis

Cost to Rent Retail Office Lodging
Cost / SF (MVS)** b 2001 % 175 150
Land Addition (15%) $ 230 % 201 173
SF / Unit 1.00 1.00 1.00
Total Cost / Unit $ 23013 201 173
Capitalization Rate 7.00% 8.50% 8.75%
NOI § 16,10 5 17.11 15.09
Operating Expenses 3.00% 3.00% 70.00%
EGI $ 16.60 | § 17.64 50.31
Market Vacancy 7.50% 10.00% -
PGI $ 1794 | § 19.59 5031
Justified Rent / SF 8 1794 | $§ 19.59 50.31

*¥ncludes 135% Entrepreneurial Profit on fop of base costs from Marshall Valuation Services.

We have performed both a Front Door Analysis (from market rental rates to justified costs) as well as a Back

Door Analysis (from costs to construct new to justified market rental rates) for the potential uses at the subject

property utilizing the assumptions detailed previously. As shown in the table above retail type use is a

financially feasible use for the subject property that would be supported by the marketplace. Given the current

market condition, current rental rates achieved in the marketplace for office and lodging type properties, these

rates do not justify costs of new construction. However, construction costs for an office user could be justified

in a built-to-suite scenario where a lease rate would be a function of the total costs.
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Though current market conditions do not indicate a lodging use to be financially feasible, it appears there
could be future demand if the proposed baseball stadium and indoor facility are constructed. Based on current
construction costs if a RevPar of approximately $70.00 (or $8.00 higher than the current competitive set) could
be achieved, then the lodging use becomes financially feasible. An increase in RevPar could come from an
increase in occupancy, an increase in ADR, or a combination of the two. If the baseball stadium and indoor
facility are constructed, it is likely the occupancy variable could be the one to increase. As previously
mentioned, the RevPar of the competitive set, which is comprised of a set of five hotels located near the
airport, has increased by approximately $4.00 cach of the past two years, It is likely that any future hotel
development should potentially be phased in after the existing Hampton Inn tacility nears a stabilized level of

operations.

Based on the above analyses, current market conditions support retail uses as a financially feasible use, while

office and lodging uses are not currently financially feasible.
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CONCLUSIONS

Qur conclusions regarding the proposed ancillary commercial component are included below:

> It appears that a potential baseball stadium development would spur ancillary commercial uses.
Additionally, the inclusion of a multi-family component to the stadium would help to enhance the
population of permanent and transient consumers to the area.

» The residents of Franklin appear to desire more traditional retail and dining uses for the subject’s
immediate neighborhood. Such uses would complement the proposed baseball stadium and multi-
family residential component.

» Ancillary commercial uses {including retail and restaurant) should focus on local users in order to
reflect the broader community as these users are more closely aligned to the specific interests of
the cormmunity.

» The proposed subject development would benefit from additional ancillary commercial uses
(retail/restaurant) to service the needs of the potential consumers. The resulting overall
development would be an all-encompassing community with a local identity.

¥ Current market conditions support retail uses as a financially feasible use, while office and lodging
uses are not currently financially feasible. However, given current market conditions, it is likely
that any proposed ancillary use would have to be substantially pre-leased or have users in place
(owner occupant), for any development to occur.

¥ While not currently financially feasible, if the RevPar (Average Daily Rate x Occupancy) were to
increase at a rate that is currently being realized by the competitive set, a lodging use could be
financially feasible within approximately two years. This assumes that the neighboring Hampton
Inn stabilizes as projected and realizes a RevPar that is in line with or superior to the competitive
set.

» It appears as though the proposed baseball stadium and indoor facility could generate enough
overnight stays for an additional lodging facility in the immediate area, however, any future hotel
development should potentialty be phased in after the existing Hampton Inn facility nears a
stabilized level of operations.

¥ Any of these potential development uses are tied to the proposed development of the baseball
stadium (i.e. if the stadium is not constructed, the other uses would not be financially feasible
given current market conditions).
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CERTIFICATION

We certify that, to the best of our knowledge and belief:

The statements of fact contained in this report are true and correct.

The reported analyses, opinions, and conclusions are limited only by the reported assumptions and
limiting conditions and are our personal, impartial, and unbiased professional analyses, opinions, and
conclusions.

We have no present or prospective interest in the property that is the subject of this report and no
personal interest with respect to the parties involved.

Peter A. Moegenburg, MAI, ASA and F. Russell Rutter have performed no services, as an appraiser or
in any other capacity, regarding the property that is the subject of this report within the three-year period
immediately preceding acceptance of this assignment.

We have no bias with respect to the property that is the subject of this report or to the parties involved
with this assignment.

Qur engagement in this assignment was not contingent upon developing or reporting predetermined
results,

Our compensation for completing this agsigmment i3 not contingent upon the development or reporting
of a predetermined value or direction in value that favors the cause of the client, the amount of the value
opinion, the attainment of a stipulated result, or the occurrence of a subsequent event directly related to
the intended use of this appraisal.

Our analyses, opinions, and conclusions were developed, and this report has been prepared, in
conformity with the Uniform Standards of Professional Appraisal Practice.

F. Russell Rutter made a personal inspection of the property that is the subject of this report on January
22,2016, Peter A. Moegenburg, MAI, ASA did not inspect the property that i3 the subject of this report.

No one provided significant real property appraisal assistance to the persons signing this certification.

The reported analyses, opinions, and conclusions were developed, and this report has been prepared, in
conformity with the Code of Professional Ethics and Standards of Professional Appraisal Practice of the
Appraisal Institute.

The use of this report is subject to the requirements of the Appraisal Institute relating to review by its
duly authorized representatives.

As of the date of this report, Peter A, Moegenburg, MAI, ASA has completed the continuing education
program for Designated Members of the Appraisal Institute,

As of the date of this report, F. Russell Rutter has completed the Standards and Ethics Education
Requirements for practicing affiliates of the Appraisal Institute.

Peter A. Moegenburg, MAI, ASA F.(R!ussell‘ Rutter, Associate
Wisconsin Certified General Appraiser No. 296 Wisconsin Certified General Appraiser No. 2149
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ECONOMIC PROFILE

City of Franklin, Wi

Population

Year Number Percant Change
1980 6,871 -
199¢ 21,855 29.5
2000 28,494 35.0
2010 35,451 20.2
2011 (est.) 35,504 c.1

Source: U.S. Bureau of the Census, and the Wisconsin
Department of Administration.

Housing

Year Number Percent Change
1980 5,360 --
1900 7,753 446
2000 10,602 36.7
2010 13,642 287

Unit Information: 2010
Total Units.................... 14,356

Owner Oceupied........... 10,485
Median Value.............. (z008-2010) $239,800

Renter Occupied........... 3,157
Madian Rent (2006-2010) $841

Vacaney Rate.............. 7.1%

Units Authorized by Building Permits: 2011

Total Units.................. N

Source: U.S. Bureau of the Census, City of Frankfin Building
Inspection Department

Income

2006-2010 Per Capita Personal Income
City of Franklin................. $33,362

Milwaukee County............. $23,740
Metro Milwaukee............... $43,042
WISCONSIN........ocoove e, $26,624

Source: U.S. Bureau of the Census, and the Metropolitan
Milwaukee Association of Commerce

Taxes

Local Property Taxes: 2011

Assessment Ratio: 0.992596108
Net Rate/$1,000:

Franklin Schecl District in MMSD: $24.42
Franklin Schoel Disfrict not in MMSD: $22.60
Oak Creek School District in MMSD: $21.34
Qak Creek School District not in

MMSD: $19.82
Whitnall School Gistrict in MMSD: $22.06

Aggregate Full Equalized Value: $3,676,379,700

Media

Logal Newspapers
« Franklin Now, Weekly

+ Franklin / Hales Corners Citizen, Weekly
» Milwaukee Journal-Sentinel, Daily

Transportation

Highways

+ Interstate Highway -94 located immedialely east of the
City; Interstate Highway 43 {ocated immediately north of

the City.

« United States Highways 41 and 45
« State Trunk Highways 36 and 100
« County Trunk Highways A, H, J, U, BB, MM, GO, and 2Z

Trucking

s 273 Trucking establishments located in Milwaukee County

Air Services

« General Mitchell International Airpert, located 8 miles

northeast of Franklin

« John H. Batten Field, located 10 miles southeast of

Franklin

» Chicago's O'Hare Internatienal Airpart, located 70 miles

south of Franklin.

Water Transportation Facilities
» Port of Milwaukee located 12 miles northeast, with direct

freeway connections to the City

Public Transit

» Northeastern portion of the City is served by one freeway

flyer bus route

« Specialized transportation service available to the elderly
and pessons with disabilities through two special
Milwaukee County Public Transit programs

Raiiway Service

+ Accessible in nearby Oak Creek via the Canadian Pacific
Railway and the Union Pacific Railroad.

Financial
Anchor Bank

7745 W. Rawson Ave,

{414) 525-0600

Bank Mutual

5170 W. Rawson Ave.

(414) 423-0363

Chase Bank
7100 . 76" St.
(414) 425-3713

Guaranty Bank
7201 8. 768" St.
(414) 427-2300

Harris Bank

7000 S. 76" St

{414) 529-2252 AND
9718 S. Franklin Dr.
(414} 423-4500

Johnson Bank

3001 W. Rawson Ave.

(414) 304-7000

Prepared By: The City of Franklin Department of City Development

March 2012

Landmark Credit Union
7780 8. Lovers Lane Rd.
(414) 42541339

Marine Bank
10068 W. Loomis Rd.
(414) 427-2740

North Shore Bank
7151 8. 76" St
(414) 425-5959

Pyramax Bank
9000 W. Drexel Ave.
{414) 425-9000

US Bank
9109 W. Drexel Ava.
{414} 427-3000

WaterStone Bank
5555 S. 108" St,
(414) 425-4140




ECONOMIC PROFILE

City of Franklin, Wi

Labor and Wages

City of Franklin Average Employment: 2005-2009

Number of

Persons

Employment by Industry Employed
Construction...............oo 955
Education & Health 4,337
Financial Activities........... e 1,817
Information.............con. 685
Leisure and Hospitality............ 1,174
Manufacluring..............n. 2,839
Natural Resources........... 51
Other Services..........c..... o 785
Prof. & Business Services........ 1,313
Public Administration............... 493
Transportation & Utilities 935
Wholesale Trade 582
Retail Trade 2,148
Unclassified.................ocoiin 0
Total....ooo 17,902

Median Hourly Wages For Selected Occupations: 2010

Percent of Milwaukee-Waukesha-West Allis MSA OEA Wage Survey
Persons hitp:#/dwd. wiscansin.govicealocoupational employment and_wagesffoccupatio
Employed nal employmant and_wages
5.4
24,2 Milwaukee/NOW Workforce Development Areas
g-g Occupational Projections: 2008-2018
6.6 Milwaukee, Washington, Ozaukee, and Waukesha Counties
15.9 Occupational Projections Report
gg http:fidwd . wisconsin.govicea/smployment_projections/milwaukes wawf
7j3 Milwaukee County Civilian Labor Force: December 2011
28
5.2 Total Civilian Labor Force.... 463,328
13‘3 Employed Labor Foree........ 427,382
0.0 Unemployed Labor Force....
100.0

Major Private-Sector Employers

MANUFACTURING

Food

Strauss Veal & Lamb Int'l Inc.
Baptista's Bakery, Inc.

Wood Product
BTL Pallet Corp.

Paper
Proteus Packaging Corp of America
Packaging Corp of America

Printing and Support Activities
Repacorp Label Products

Pen & Inc. of Milwaukee, LLC
Precision Color Graphics, LTD
Troyk Screen Printing Corp.

Chemicals
Carma Laboratories, inc.
Becton Dickson Medicat Systems

Plastics and Rubber Products
Vesta, Inc.

Premier Plastics

EMP of Franklin, inc.

Broker MFG, Inc.

Government Services

Nonmetallic Mineral Product
All-Glass Agquarium Co., Inc.

Fabricated Metal Product
GAMEG Precision, LLC

Thermasys Corporation

Northern Gear, LLC

Allis Roller, LLC

Steele Soluticns, Inc.

Hudapack Metal Treating, Inc.

The Howard G. Hinz Company, Inc.
Chromtech of Wisconsin, Inc.
Excel Tool & Fabrication, Inc.

Machinery

Krones, Inc.

Nava Ccil, inc.

Maybar Manufacturing, Inc,
Tooling Technologies, Inc.
Hypneumat, Inc.

Computer and Electronic Product
Electronic Cable Specialists, Inc.

Electrical Equipment
S & C Electric Co.
Meitric Corp.

The City of Franklin has a mayor/council form of Government

Police and Fire
Palice Department: 78 full-time personnel

Fire Department: 46 full-time firefighters/paramedics

Qther

The City of Franklin provides or contracts with others to provide standard services such as street maintenance, snow removal, street

lighting, trash pick-up, recycling facilities, and a park and recreation system.
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Transportation Equipment
Rocore Industries, Inc.

SERVICES

Amusement and Recreation
Tuckaway Country Club
Innovative Health & Fitness LTD

Educational
Altius Gymnastics Academy, Ing,
Swimtasfic Swim Scheol

Transportation
Con-Way Freight
Fedex Freight, Inc.

Insurance
Northwestern Mutuat Life

Source: Wisconsin Department of
Workforce Development
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City of Franklin, WI

Education

The City of Franklin is served by the Franklin School District;
the Oak Creek/Franklin School District; and the Whitnall
School District, the latter two of which also serve adjacent
areas in Milwaukee Caunty.

Public High School Graduates: 2009-20190

Franklin Sch. Dist 308
Avg. Graduaticn Rate 97.7%
Average ACT Scores: 2010-2011

Franklin.. . 23.0
Oak Creek—FrankIm 221
Whitnall.. 23.2
Wlsconsm 22.0
United States.. 20.9

Source: Wisconsin Department of Public Instruction

The following post-secondary educational facilities are
located within Milwaukee County:

Colleges and Universities
Alverno College

Cardinal Stritch University
Columbia College of Nursing
Laketand College - Milwaukee
Marquetie University

Medical College of Wisconsin
Mitwaukee School of Engineering
Milwaukee Institute of Art & Design
Mount Mary Coitege

Cttowa University

University of Wiscensin - Milwaukee
Wisconsin Lutheran College

Technical and Vocational Scheols
ITT Technical Institute

Milwaukee Area Technical College,
Oak Creek-South campus

Library

The City of Franklin Library is a member of the Milwaukee
County Federated Library System. The City of Franklin
Library is located at 9151 W. Loomis Road.

Industrial Sites

Industriat Parks (2011}

Acres
Contact
Name Total Available Person
City of 200 a City of Franklin
Franklin Dept. of City
Phase | & 11 DCevelopment
Industrial (414) 425-4024
Parks
Barry Chavin
Franklin NAIMLG
Business 425 19.55 Commercial
Park (262) 797-9400
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Utilities

Electric Power

+ We Energies
Business Customer Service: 1 (800} 714-7777

Water

» Clty of Franklin Water Utility
Source: Lake Michigan (via City of Qak Creek)
Pumping Capacity:
6.5 mitlion gallons per day
Average Daily Consumpticn:
1.3 million gallons
Adequate capacity for new industry.
Rate Information: Engineering Department
(414) 425-7510

Natural Gas

+« We Energies
Business Customer Service: 1 (800) 714-7777

Sanitary Sewerage

« Milwaukee Metropolitan Sewerage District (MMSD)
Secuth Shore Service Area
Average Annual Hydraulic Leading:
100 million gallons per day
Average Hydraulic Design Capacity:
250 million galtons per day
Rate Infermation: Utility Manager (414) 272-5100

Telecommunication

+ Telephone Service Providers include AT&T, Verizon,
Charter, and Time Warner Cable among cthers. Internet
Broadband service providers include AT&T, Sprint, U.S.
Cellular, Cricket, and Time Warner Cable among others.

Solid Waste

+ The City of Frankiin contracts with John’s Disposal
Services, a private firm, to collect municipal wastes from
houses and cendominiums. Apariment owners and
commercial/industrial uses hire their cwn private
contractors to collect their wastes.

General Information:
Dept. of Public Works {414) 425-2592

Health

The missicn of the Franklin Health Department is {o protect
and promote health and prevent disease and injury.
Registered nurses and a registered sanitarian are available
at the Franklin Health Department for information and
referral Monday through Friday, from 8 a.m. until 4 p.m. The
Health Department offers residents a wide range of
programs, services, and educational resources.

General Information:

Health Department {414) 425-9101
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City of Franklin, W/

Local Contacts

For industrial, commercial, and business information about the City of Franklin contact:

+ Department of City Development

9229 W, Loomis Read
Franklin, Wl 53132
Telephone: (414) 425-4024
Facsimite: (414) 427-7691

s Director of Administration
9229 W. Loomis Road
Franklin, Wl 53132
Telephone: {(414) 858-1100
Facsimiie: (414) 427-7527

+ Engineering Department + South Suburban Chamber of Commerce
9229 W. Locmis Road 8580 5. Howell Ave.
Franklin, Wl 53132 Oak Creek, WI 53154
Telephone: (414) 425-7510 Telephone: (414) 788-5845
Facsimile: {(414) 425-3106 Facsimile: (414) 768-5848
« Building Inspection Deparment ¢ NAI MLG Commercial
G229 W. Loomis Road 13400 Bishops Lane, Suite 100
Franklin, Wi 53132 Brookfield, Wl 53005
Telephone: (414) 425-4024 Telephone: (262) 797-2400
Facsimile; (414) 427-7513 'Facsimile: (262) 797-8940

i
2o
*Madison

My Milwankes

lilinois

Prepared By: The City of Franklin Department of City Development 4
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A Thriving Conpnnaity n Southeastern Wisconsin

Franklin at a Glance

Location:

Milwaukee County, Wisconsin, 10 miles south
of downtown Milwaukee, and 80 miles north of
downtown Chicago.

Housing Units:
14,356 (2010 Census}

Education Level:

91.1% of population aged 25 and older are high
school graduates, 33.7% have a bachelor’s
degree or higher

(2008-2010 Census)

Income:
$75,740 Median Household
{2008-2010 Census)

Median Equalized Home Value
(Single-family):
$234,500 (2010 Franklin Assessor’s Office)

Average Sale Price (based on 318 total sales):
$231,400 (2010 Franklin Assessor’s Office)

Office and Industrial Parks:
425 acre Franklin Business Park
200 acre Franklin Industrial Park

Equalized Value:
$3,607,450,880 (2010 WI Dept. of Revenue)

2011 Local Property Tax Rates

(Per/$1,000):

City of Franklin: $ 5.79
Oak Creelk/Franklin School District; $ 8.83
Whitnall School District: $ 9.56
Franklin School District: $11.62

Population:
35,520 (2012 Wis. Dept. of Admin. Final Est.)

Median Age:
41.5 Years (2010 Census)

Schools:

The Franklin Public School District consists of
five Elementary Schools, one Middle School,
and one High School. Total public school
enroliment is 4,143 (2010 WI DPI). There are
also three private elementary schools in the City
of Franklin.

Transportation:

With its strategic location between Milwaukee
and Chicago, Franklin offers convenient access
10 Interstate Freeways [-94, [-894, and [-43.
Franklin is directly served by U.S, Highways 45,
and 241, as well as Wisconsin State Highways
36 and 100,

Local News:

Franklin Now, weekly

Franklin/Hales Corners Citizen, weekly
Milwaukee Journal-Sentinel, daily

Parks:

The City of Franklin has sixteen City parks,
eleven Milwaukee County parks, and seven
parks at school sites for a total of 3,881 acres of
park, open space, and outdoor recreation sites.

Health Care:

Wheaton Franciscan Hospital — Franklin is
located at 10101 $. 27th Street. Franklin also has
six cHnics and twenty-four group, assisted
living, and retirement homes.

Places of Worship:
The City of Franklin is home to 15 churches
which represent over five denominations,




7900 Crystal Ridge Road Franklin WI 53132

Ring: 3 mile radius

Latitude: 4291579
Lemggiteda: ~85.014472
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Population

Households

Families

Average Household Size

Owner Occupied Housing Units
Renter QOccupied Housing Units

Median Age

Pepulation

Households

Familles

Owner HHs

Median Household Income

Househeolds by Income

<$15,000

$15,000 - $24,999
$25,000 - $34,999
$35,000 - $49,9599
$50,000 - $74,959
75,000 - $99,999
$100,000 - $149,999
$150,000 - $199,999
$200,000+

Median Household Income
Average Household Income
Per Capita Income

Population by Age

0-4
5-9
10 - 14
15-19
20-24
25-34
35-44
45 - 54
55 - 64
65 -74
75-84
85+

Race and Ethnicity
White Alone

Black Alone

American Indian Alone
Asian Alone

Pacific Islander Alone
Some Other Race Alone
Two or More Races

Hispanic Origin (Any Race)

Trends: 2015 ~ 2020 Annual Rate

Data Note: Income is expressed in current doliars,

Census 2010

Number
2,812
3,099
3,427
3,395
2,925
6,555
5,873
8,866
7,614
4,509
3,381
1,425

Census 2010

Number
49,104
1,595
230
2,225
15

500

815

2,637

54,884
22,407
14,692
2.36
15,475
6,932
42.8
‘Area
0.28%
0.31%
0.25%
0.24%

3.95%

Percent
5.1%
5.6%
6.2%
6.2%
5.3%

11.9%
12.5%
16.2%
13.9%
8.2%
6. 2%
2.6%

Percent
89.5%
3.6%
0.4%
4.1%
0.0%
0.9%
1.5%

4.8%

Source: U.S, Census Bureau, Census 2010 Summary File 1. Esri ferecasts for 2015 and 2020,

Number
1,779
1,980
2,443
2,550
4,088
3,468
4,244
1,446

902

$64,303
$80,453
$33,538

Number
2,663
2,971
3,197
3,400
3,272
6,736
6,392
7,787
8,616
5,671
3,293
1,678

Number
48,947
2,171
254
2,661
18

631
995

3,300

2015

55,676
22,901
14,947
2.34
15,377
7,524
43.8
State
0.232%
0.39%
0.31%
0.37%
2.81%
2015
Percent
7.8%
8.6%
10.7%
11.1%
17.9%
15.1%
18.5%
6.3%
3.9%

2015
Percent
4.8%
5.3%
5.7%
6.1%
5.9%
12.1%
11.5%
14.0%
15.5%
10.2%
5.9%
3.0%
2015

Percent
87.9%
3.9%
0.5%
4.8%
0.0%
1.1%
1.8%

5.9%

Number
1,539
1,393
1,957
2,317
3,754
4,058
5,060
2,082
1,092

$78,060
$93,098
$38,801

Number
2,657
2,822
3,157
3,209
3,027
6,753
7025
6,885
8,394
6,968
3,659
1,502

Number
48,711
2,340
280
3,145
18

780
1,180

4,139

2020
56,458
23,253
15,136

2.34
15,565
7,687
44.4
‘National
0.75%
0.77%
0,69%
0.70%
2.66%
2020 -
Percent
6.6%
6.0%
B.4%
10.0%
16.1%
17.5%
21.8%
2.0%
4.7%

2020
" Percent
4.7%
5.0%
5.6%
5.7%
5.4%
12.0%
12.4%
12.2%
14.9%
12.3%
6.5%
3.4%

2020
Percent
86.3%
4,1%
0.5%
5.6%
0.0%
1.4%
2.1%

7.3%

TaF005 Fard

February 11, 2016
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7900 Crystal Ridge Road Franklin WI 53132

Ring: 3 mile radius

Latituds: 42.91674
Langitude: -33.014472

Trends 2015-2020
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Population by Age

14
12

Percent
(o4}
i

Population Households Families Owner HHs Median HH Income

B 2015
# 2020

0-4 5-9 10-14  15-19 20-24 25-34

2015 Household Income

$25K - $34K
$35K - $49K 10.7%

11.1%

$15K - $24K
8.6%

<$15K

$50K - $74K 7.8%

17.9%

$150K - $199K
6.3%

$75K - $99K

15,1%
¢ $100K - $149K

18,5%

35-44  45-54  55-64 65-74  75-84 85+

2015 Population by Race

Percent

White Black Am.Ind. Asian Pacific Other Two+

2015 Percent Hispanic Origin: 5.5%

Source: 1.5, Census Bureau, Census 2010 Summary File 1. Esri forecasts for 2015 and 2620,
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7900 Crystal Ridge Road Frankfin WI 53132
Ring: 7 mile radius Latituda: 4291679

Langitude: -88,014472

O Gummiary T Congig 2040 L g T T g g
Population 316,338 317,377 320,122
Households 132,258 132,939 134,080
Families 81,781 81,971 82,554
Average Household Size 2.36 2.35 2.35
Owner Occupied Housing Units 83,661 81,814 82,509
Renter Occupied Housing Units 48,597 51,125 51,571
Median Age 39.6 40.4 41.3

Trends: 2015 - 2020 Annual Rate " U Area State "= National
Population 0.17% 0.32% 0.75%
Households 0.17% 0.39% 0.77%
Families C.14% 0.31% 0.6%%
Owner HHs C.17% 0.37% 0.70%
Median Heusehold Income 3,08% 2.81% 2.66%

SR R ' 2015 2020

Households by Income Number Percent Number Percent
<$15,000 13,657 10.2% 12,393 9.2%
$15,000 - 24,999 13,733 10.3% 10,257 7.7%
425,000 - $34,999 15,765 11.9% 13,310 9.9%
$35,000 - $49,999 15,051 14.3% 17,429 13.0%
$50,000 - $74,999 25,246 15.0% 24,173 18.0%
$75,000 - $99,999 18,076 13.6% 21,695 16.2%
$100,000 - $149,999 18,496 13.9% 22,858 17.0%
$150,000 - $199,999 5,605 4.2% 7,819 5.8%
$200,600+ 3,408 2.6% 4,107 3.1%
Median Household Income $53,011 $61,707
Average Household Income $68,322 $78,559
Per Capita Income $28,743 $33,028

' Census 2010 2015 - 2020

Population by Age Number Percent Number Percent Number Percent
0-4 15,735 5.2% 18,403 5.8% 18,256 5.7%
5-9 19,604 6.2% 19,311 6.1% 18,119 5.7%
10 - 14 19,280 6.1% 15,244 6.1% 19,514 6.1%
15- 19 18,245 5.8% 18,035 5.7% 18,148 5.7%
20 - 24 18,226 5.8% 18,065 5.7% 16,985 5.3%
25-34 44,856 14.2% 43,525 13.7% 448,760 12.7%
35-44 40,695 12.9% 40,192 12.7% 43,593 13.6%
45 - 54 48,549 15.3% 43,163 13.6% 38,910 12.2%
55 - 64 35,022 12.3% 44,303 14.0% 44,510 13.9%
65~ 74 22,008 7.0% 27,403 8.6% 34,050 10.6%
75 - 84 17,486 5.5% 16,255 5.1% 17,509 5.5%

B85+ 8,633 2.7% 5,488 3.0% 5,768 3.1%
Census 2010 2015 2020

Race and Ethnicity Number Percent Number Percent Number Percent
White Alone 270,204 85.4% 265,056 83.5% 261,246 81.6%
Black Alone 5,827 3.1% 10,513 3.3% 11,169 3.5%
American Indian Alone 2,491 0.8% 2,663 0.8% 2,806 0.5%
Aslan Alone 10,450 3.3% 12,062 3.8% 13,905 4.3%
Pacific Islander Alone 112 0.0% 113 0.0% 113 .0%
Some Other Race Alone 15,410 4,9% 17,913 5.6% 20,505 6.4%
Twe or More Races 7,844 2.5% 9,057 2.9% 10,378 3.2%
Hispanic Origin {Any Race} 41,956 13.3% 48,644 15.3% 56,608 17.7%

Data Note: income is exprassed in current dollars.

Source: 1.5, Census Bureau, Census 2010 Summary File 1. Esri forecasts for 2015 ang 2020.

February 11, 2016
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7900 Crystal Ridge Road Franklin WI 53132
Ring: 7 mile radius Latitude: 4291579
Longioudr: -88.01442 '
Trends 2015-2020
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Populaticn by Age
14
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104
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# 2015
# 2020
0-4 5-9 10-14  15-19 20-24  25-34 35-44 45-54 55-64 65-74 75-84 85+
2015 Household Income 2015 Population by Race
$25K - $34K 80
11.9% $15K - $24K
10.3% 70 -
$35K - $49K
14.3% 604
<%$15K
10.2%
e 50
8
2 40
$200K+ &
2.6% 30 4
550K - 574K $150K - $199K
15.0% e 204
$100K - $140K 10+
13.9%
$75K - $99K 1 k= S g
13.6% White Black Am.Ind. Asian Pacific Cther Two+

2015 Percent Hispanic Origin: 15.3%

Source: U5, Census Bureau, Census 2010 Summary File 1. Esr forecasts for 2015 and 2020,
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Franklin will explore possible baseball stadium http://www.printthis.clickabilify.com/pt/cpt7expire=&title=Franklin+wil...
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Franklin will explore possible baseball stadium

By Tom Daykin of the Journal Sentinel
Feb. 4, 2016 7:00 a.m.

An agreement that requires Franklin city staff to help developer Mike Zimmerman seek approvals for a proposed baseball stadium, and
investigate public improvements needed for the project, has received Common Council approval.

That agreement, which received unanimous approval at the council's Tuesday night meeting, doesn't commit the city to any zoning and
planning approvals. Nor does it provide any possible city financing for the project.

But it does outline the next steps for city officials and Zimmerman to consider the project's viability. That includes hiring a financial
consuitant for the city to review the development proposal, and to consider any possible city financing help.

Zimmerman envisions a 2,500-seat stadium for an independent professional baseball team; an indoor sports complex with four Little
[eague-sized baseball fields and space for other sports; one or two hotels with up to 220 rooms; around 300 apartments; restaurants and
other retail space, and an office building.

The project wouid be known as Ballpark Commons. it would be developed at The Rock, Zimmerman's sports complex near S. 76th St.
and W. Loomis Road, and some adjacent vacant land.

The Common Council in April 2014 unanimously rejected a financing proposal for the baseball stadium,

Under the rejected proposal, Zimmerman would have provided the upfront costs for the stadium. He could then recover up to $10.5
million through property taxes generated by new commercial development at The Rock and nearby properties.

That rejected plan didn't inciude the additional projects Zimmerman is now proposing.

Find this article at:
hitp:/iwww.jsonline.com/blogs/business/367553991.himl

i Check the box to includs the list of links referenced in the article.

2/4/2016 11:01 AM




Rock’s project pitch evolved over two years - Milwaukee - Milwankee B...  http// www.bizjournais.com/milwaukee/print-edition/2016/01/15/therock...
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From the Milwaukee Business Journal:
http://www.bizjournals.com/milwaukee/print-edition/2016/01/15/therock-
s-project-pitch-evolved-over-two-years.html

REPORTER SEAN RYAN

The Rock’s project pitch evolved
over two years

= SUBSCRIBER CONTENT: Jan 15, 2016, 5:00am CST

Both Franklin Mayor Steve Olson and Mike
Zimmerman said a lot has changed since 2014,
when city officials rejected Zimmerman's
proposal for a baseball stadium and
surrounding development at The Rock Sports
Complex.

Franklin’s Common Council shot down the
Rock owner’s 2014 proposal, saying there SCOTT PAULUS
wasn't enough evidence that more buildings Mike Zimmerman
would spring up around the stadium and not

enough commitment from Zimmerman to move ahead.

Zimmerman is now pitching a more than $100 million Ballpark Commons project,
anchored by the stadium, with retail, hotels and hundreds of apartments on land
he owns or controls around The Rock.

“When | looked at what reasons they gave, they cited a number of unknowns”
Zimmerman said. “When you look at the unknowns at that time, we have all of
those unknowns check-boxed.”

Olson agreed it is a more complete package. The city held a hearing on the
proposal on Jan. 11, and is awaiting a proposal and funding request from

1of2 1/18/2016 9:55 AM



The Rock owner Zimmerman returns to Franklin for stadium support, ho...  http://www.bizjournals.com/milwaukee/blog/real_estate/2016/01/the-roc...
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From the Milwaukee Business Journal:
http://www.bizjournals.com/milwaukee/blog/real_estate/2016/01/the-rock-
owner-prasents-stadium-plan-to-franklin.htm|

The Rock owner presents stadium
plan to Franklin officials, hopes for
summer start

Jan 11, 20186, 6:32pm CST Updated: Jan 11, 2016, 6:45pm CST

After months of meeting with residents around
The Rock Sports Complex in Franklin, Mike
Zimmerman is approaching the city for
approvals to build a minor league baseball
stadium to anchor a new development with
apartments, retail and hotels.

If the development secures Franklin approvals

and city financing support, construction on the 4 rendering of the proposed indoor sports
stadium could start in summer and could be complex and neighbaring bassball stadium.
followed later this year by other portions of the

project, Zimmerman said. As pitched, the more than $100 million “Ballpark
Commons” development would use the stadium at The Rock to stimulate
development of a surrounding neighborhood.

It marks another attempt by The Rock’s owner to move forward with the stadium
development in a community where residents and some elected officials have
been skeptical. Zimmerman unveiled plans for the commons development in
October. However, he said negative reactions from a neighborhood meeting that
month caused him to hold back on seeking city approval.

1of3 : 1/18/2016 9:54 AM




The Rock owner Zimmerman refurns to Franklin for stadium support, ho...  hitp://www.bizjournals.com/milwaukee/blog/real estate/2016/01/the-roc...

“Frankly it didn't go well,” he said. “It signaled to us we needed to spend more
time being respectful of our neighbors to solicit their input and thoughts.”

The project team in the past two months went door-to-door to meet with 133
residents and 48 businesses to hear about concerns. Common concerns were
over building the stadium on The Rock, which is a former landfill, and the impact
of apartments on surrounding residents and their property values.

Regarding the landfill, the project team will emphasize that nothing can be built
without full environmental approvals, including clearance from the Wisconsin
Department of Natural Resources, said Richard Lincoln, a Milwaukee developer
who is consulting on the project.

“We won't put a shovel in the ground until we've been through the process with
the DNR, with the county and with the city and everybody has approved what
we're doing,” he said.

The project team on Monday night was to present their concept to Franklin
elected officials, kicking off the process of gaining approval for the plan and
request city financing to help build it. That team now includes Milwaukee
developer WIRED Properties, which specializes in mixed-use community-building
in the suburbs similar to what's envisioned for the southern portion of Ballpark
Commons.

Blair Williams, president of WIiRED Properties, said Ballpark Commons could create
momentum for additional development in Franklin, similar to the impact of the
arena district or Northwestern Mutual’s tower in downtown Milwaukee,

“One of the things suburban communities often lack is that opportunity for big
change,” Williams said. “The southern Milwaukee markets have all of the
opportunity that all of the other municipalities around Milwaukee have been
enjoying. This is, in one fell swoop, an opportunity for Franklin to take
underutilized land, give it a dynamic new identity that is not only new for Franklin,
This is the type of environment that doesn’t exist anywhere in metro Milwaukee.”

The Rock, a sports complex built and managed by Zimmerman's MKE Sports &
Entertainment, is at 76th Street and Rawson Read. The stadium would be built at
The Rock property. It would host games for the University of Wisconsin-Milwaukee
Panthers baseball program, the minor league American Association MKE Sports
would operate, professional soccer and other events. If the project starts in
summer, it could open for games in spring 2017, Zimmerman said.

20f3 1/18/2016 9:54 AM
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Other planned buildings include an indoor sports complex next to the stadium
and surrounding stores, restaurants or hotels north of Rawson Road. Between 200
and 250 apartments could be built south of Rawson Road on land Zimmerman
owns with Greg Marso, president and CEO of Marso Construction and Carstensen
Homes.

Those apartments would be built to the “top of the market” in southern Milwaukee
County, Williams said. Most will be two-bedroom units. The main demographics of
renters are young professionals and baby boomers, including potentially some
wha live in Franklin now, who want to move out of their long-time single-family
houses, he said.

Ballpark Commons also could include office buildings facing the south side of
Rawson Road that would include space for MKE Sports and other health care
companies Zimmerman has founded. Next to those offices could be mixed-use
buildings with apartments and first-floor retail or restaurant space.

The project team declined to comment in detail about city financial support. The
city of Franklin has begun studies to create a tax incremental financing district
around the area of 76th Street and Rawson Road to raise money to stimulate
development. That TIF study began independent of the pending Ballparks
Commons proposal.

“This thing will not happen unless we can all come together.” Zimmerman said.
“What the financial stack is, I'm not sure. Definitely I'm coming in on the deal. We
would expect that the city would offer a tool like a TIF in part because they are
doing the study and they have signaled that might be something that is available.”

That TIF study and interest by city officials to see development in the area is
among the things Zimmerman said prompted him to return to Franklin with the
proposal. In spring 2014, Franklin officials rejected a proposal to help finance the
stadium, saying they wanted more details and commitments on the envisioned
surrounding development.

“We have all of those unknowns now,” Zimmerman said. “l think a lot has changed
since we made a run at this two years ago.”

Sean Ryan
Reporter
Milwaukee Business Journal
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Oak Creek apartment plan with nearly 300 units wins initial city approval
By Tum Daykis of the Journal Senting]
Jan_ 20, 20t6

Cuonstruction will hegin this summer on a high d Onk Creck develor with nearly 300 units thlowing a prefiminary city approval.

HSI Properies LEC plans to develop the apartments on 248 aczes at 7721 8. Pennsylvania Ave. and 2100, 2200 wwd 2280 B, Drexel Ave, north and <ast o Like Creek Church, That site is vavand,

The Comtnon Cotell voted 5-1 Toesday night 1o chunge the city's e platt, alfuwing ap o the site. B had Been restricted 1o shigle-Ganily homes.
1181 stitl needs separate council approval for ils detailed development praposal, 1ul the council vate ™5 a hig step forward” for the project, said Tony BeRosa, executive vice president.

The firm plans fo devetap the Apartment huiddings in twa phases, with the Arst units completed in spring 2037, DeRosa said Wednesdigy. FIS1 plans 1o complote the entine $40 million development by 18, be said,

The eolneif's vote camw: after HS1 seduced the projsised tote] nnit couat to 288 Som 396 afler nearby residents rised objeetions to the project's size.
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Thuse aparbments, roping fom stodies (o two-bedrooms, will be In 21 twa-story butldings, scvording to a city report, The tarpet market will be younper residents who want townhune-style rentals, DéRosa saill, with prmjected average monshty rents of $1,000 to $2,060.

The devetopment wiil inefude a clubhouse, outdoor swinuning pool and 4 walking path with a gaveba,
PeRosa said the project will complement apartments plumed lor Ok Creek's Desel ‘Tuwn Square mixed-use development al $. Howelk and W, Drexel avenues,
Furebook: fivabook com IS txtiesy

Wedtier: puittencnmy lomiuckin

Flad ths articta at:

" Chackha bex ta Inthude Tha st of knks fataranced In the aricky
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Cobalt Partners moving forward with Greenfield multi-use
development

40-acre site has been on city's radar for redevelopment for 20 years

by Corrinne Hess  Octeber 20, 2015, 11:56 AM

hitp://www.biztimes.com/2045/10/20/cobalt-partners-moving-forward-with-greenfield-multi-use-development/

Cobalt Partners closed on about 20 parcels of land this week in Greenfield for a mixed-use
development along Interstate §94.

“We will be starting site work within the next menth and are planning on spring construction,”
said Scott Yauck, president and CEQ of Cobalt Partners said in an interview Monday night.

The name of the development will he released next weelq, Yauck said.

Plans for the 40-acre site at 1-894 and South 84th Street include mere than 300,000-
square-feet of retail shops and restaurants, as well as a possible hotel and 350 market-rate
apartments.

Scott Yauck

Steinhafels was the first retailer to announce it would build a new store within the
development, which will replace the existing Steinhafels store at 8400 W. Layton Ave,

Yauck said he has gotten a lot of nationat retail interest, including tenants that would be new to the Milwaukee market and big-box
retailers. A fithass facility could aiso be added, Yauck said.

The project will take about three years to complete and a hotel could be added in 2018, if market demand warrants it, Yauck said.
The project will be similar to the White Stone Station development in Menomonee Falls, Yauck said.

Cobalt Partners is developing White Stone Station within the 65-acre former industrial area west of the interchange of US 41/45 and
Pilgrim Road. Retail tenants for the development include Costco, Ulta Beauty, Sports Authority, Ross Dress for Less and Home Goods, The
development also includes 320 market-rate apartments.

The Greenheld development has only been in the works for one year, a timeline Yauck said is typically unheard of.

“Things have reafly lined up,” Yauck said. “This project has been very exciting. We've been pleased with the level of support from the
homeowners and all the stakeholders.”

The site has been on the city of Greenfield's radar screen for redevelopment for 20 years and has been looked at by many developers, who
were unable to put a deal together for a number of reasons, said Richard Sokol , director of neighborhood services, for the city.

“Cobalt Partners was abile to use some of that experience and assemble a very exciting project for the future of Greenfield,” Sokol said. "We
think that this 40 acres is going to be a strong compliment te an already strong commerciai development that surrounds the Southridge
Mall area and will help provide new shopping, restaurant and commercial opportunities for people throughout the scuthwestern portion of
the metropolitan area.”

BizTimes Media LL.C
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Major development plans moving forward in
Greenfield

City financing help proposed for large mixed-use project

By Tom Davkin of the Journal Sentinel
July 17, 2015
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Under a new proposal, a large, mixed-use development planned for Greenfield could include around $30
million in city financing help.

Cobalt Partners LLC in May unveiled plans to develop more than 350,000 square feet of commercial space,
including stores, restaurants, a medical office building, a fitness center, a hotel and nearly 400 apartments.

Cobalt plans to develop those buildings on nearly 50 acres between 1-894 and W, Layton Ave., west of S, 84th
St. The value of the development, to be built in phases from 2016 through 2020, would total around $114
million, according to a city report. '

City officials are propesing to spend $10 million to help Cobalt finance its land acquisition costs and $19.7
million on new streets, sewers, water mains and other public improvements at the site.

Greenfield would borrow $33 million to finance those costs, along with fees and capitalized interest, through a
new tax incremental financing district at the development site, according to the proposal.



The new property taxes generated by the commercial development would pay back those funds, and interest,
by 2037, according to the city's estimate, The total estimated city debt, including interest, would be $54.1
million.

Once that debt is paid off, the property taxes would go to the city, its school district and other local
governments,

The Community Development Authority is to conduct a public hearing on the tax financing proposal at 6:30
p.m, Thursday at Greenfield City Hall, 7325 W. Forest Home Ave. The proposal will require Common
Council approval, with the council to review the plan at its Aug. 11 meeting.

Cobalt has so far announced one anchor tenant for the project; Steinhafels Inc., which would replace its store at
8400 W. Layton Ave. That store would be demolished to help make way for the new development.

The project site includes the former Chapman Elementary School, 8500 W, Chapman Ave,, and several single-
family homes being sold to Cobalt.

The Community Development Authority on Thursday also will conduct public hearings on two other tax
financing proposals:

mA 78.5-acre district centered at the intersection of W. Layton Ave. and 8. 60th St., including the former
Mount Carmel nursing home, 5700 W. Layton Ave. Meijer Inc. is developing a new supermarket and discount
store at that site, which will generate property tax revenue to pay for nearby street improvements.

The Meijer store will have an estimated $18 million value, with additional expected nearby retail and
apartment developments creating an additional $6.2 million in new property value, according to a city report,

The city would spend $4.5 million on street work within that tax financing district. The city's debt, totaling an
estimated $10.9 million with interest, would be paid off by 2035,

mA 69-acre district centered at an underused park-and-ride lot north of I-894 and east of W, Lootmis Road. The
city is negotiating to buy the lot from the state Department of Transportation, with developers showing strong
interest in the site, Mayor Mike Neitzke said.

If commercial development occurs, it would create an estimated $55 million in new property values, according
to a city report.

The city would spend $10.3 million on items such as the parking lot purchase, new streets and other public
improvements, and grants to developers. The city's debt, totaling an estimated $26.6 million with interest,
would be paid off by 2035.

The three tax financing district proposals amount to an unprecedented wave of development in Greenfield,
Neitzke said.
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The $162 million Drexel Town Square is being built in Oak Creek. A Water Street Brewery brew pub, Meijer snpermarket and
discount store and City Hall and library are well on their way to being completed

By Tom Davkin of the Journal Sentinel
May 16, 2015

Oak Creek — One of the Milwaukee area's largest mixed-use developments is making its mark, with a brew pub, supermarket/discount
store and new library al! heading toward summer and fall openings.

The $162 million Drexel Town Square is being built on 85 acres south of W. Drexel Ave. and west of 8. Howell Ave., in Oak Creek.

It will be a mix of stores, restaurants, a hotel, higher-end apartments, health care center and a new City Hall and Oak Creek Public
Library when most of the development is completed by the end of 2016,

One year after its groundbreaking, three of Drexel Town Square's bigger projects are well on their way to being completed:
mWater Street Brewery is opening its fourth location this summer at the southwest corner of W. Drexel and S, Howell avenues,

The 12,000-square-foot restaurant will brew its beer on site and offer a menu of burgers, pizzas, entrées and other items similar to its
locations in downtown Milwaukee, Delafield and Grafton. There also will be a covered patio for cutdoor dining.

wmGrand Rapids, Mich.-based Meijer Inc. is opening a 190,000-square-foot supermarket and discount store, facing W. Drexel Ave., in
August, said Frank Guglielmi, senior director of commmications.

It is among several area stores Metjer is opening with its entry this year into southeastern Wisconsin,

mThe City Hall and library, marked by a bell tower, will be completed by October in the public square area west of the future Meijer
store, said Gerald Peterson, Oak Creek city administrator,

The public square will provide a defined center for Oak Creek, which has around 35,000 residents and sprawls throughout 28.4 square
miles south of College Ave. to the Racine County line, between [Lake Michigan and S, 27th St.

Construction is fo start this summer on a 108-room Four Points by Sheraton hotel once the internal roads connecting to that site are
completed, said Jerry Franke, president of Wispark LLC, the site's master developer.

That four-story hotel, 7929 S. Howell Ave., is planning a September 2016 opening, according to the hotel chain's online directory.

Chicago-based Salita Development LLC was to start construction by May 30, but ran into delays in obtaining financing for the project,
Peterson said.

Meanwhile, construction will soon begin on the apartments.

Wired Properties LLC plans to begin work this month on two apartment and retail buildings: a four-story building with 36 units and
around 16,500 square feet of street-level retail space, and a three-story building with 26 units and a similar amount of retail space,

Those will be built on the future Main St., north of City Hall and the library. The commercial tenants will likely include such businesses

2/17/2016 9:12 AM
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as a restaurant, a beauty salon and a clothing store, said Blair Williams, Wired's owner.

Barrett Visionary Development LLC plans to begin work in June on the four-story, 167-unit Emerald Row Apartments, at 601 W. Drexel
Ave., Franke said.

That will be the first phase of buildings totaling around 500 apartments that developer Rick Barrett plans for Drexel Town Square.

Also, Chicago-based HSA Commercial Real Estate Ine. is to begin construction this fall on Froedert Health's primary and specialty health
care center that could be as large as 200,000 square feet, with a four-level parking structure.

It will be built near W, Drexel Ave, and S. 6th St.

Drexel Town Square's smaller buildings include a Panda Express fast-food restaurant, which opens this month; a U.S. Bank branch and a
PetSmart store, with construction beginning this summer; and a Chick-fil-A restaurant, with construction likely to begin {ater this year.

Meanwhile, a 1 7-acre wetland area is being built on the site's western portion, with public walking paths that will connect to Emerald
Row Apartments.

Along with Barrett's additional apartment buildings, there will be other future projects at Drexel Town Square.
Sites for more retail buildings are planned for an area on Main St. north of the Wired Properties buildings, Franke said.
Wispark also owns two Drexel Ave, parcels, in front of Meijer, that are being reserved for sit-down, casual dining restaurants.

"The city has spoken ioud and ciear; They want additional eating establishments," Franke said.
Combination project

Drexel Town Square is a combination of suburban development, with Meijer, Water Street Brewery, the hotel and other commercial
buiidings in the east and middle parts of the site, and a more urban-oriented town square development, with City Hall, the apartments and
neighborhood-oriented retail on the site's western portion, Franke said.

Initially, Wispark planned to have stores no larger than 20,000 square feet. But that plan was dropped, drawing opposition from some
residents, because Drexel Town Square was unable to attract commercial tenants without a large anchor store.

"We could have never developed this entire site as a town center,” Franke said. "It would have failed miserably."

That's because Wispark, a division of Wisconsin Energy Corp., needed city cash through a tax incremental financing district to help pay
for the site's roads, sewer and water lines and other public improvements, Franke said.

The Meijer store and other suburban-oriented buitdings will play a key role in generating the property tax revenue to make the tax
financing district work, Franke said.

The city is providing around $38 million to help finance the project, with Drexel Town Square's property taxes paying back those funds.

Once those funds are repaid, the new property taxes will go to the city's general fund, Oak Creek-Franklin Joint School District and other
local governments.

Drexel Town Square will have an estimated value of $162 million when it's completed, with that expected to increase to $220 million by
2032, when the city's debt is scheduled to be paid off, Peterson said.

The Common Coungil approved spending $23.5 million through the tax financing district for the site improvements, which include the
public square and wetlands, Peterson said.

Another $8.3 million is helping finance the apartments, he said.

Up to $6.4 million could be spent to help finance the Froedtert Health facility and the hotel, Peterson said, if the council approves those
proposals.

Also, the Wisconsin Economic Development Corp. is providing a $1 million grant for Froedtert Health's parking structure,

In related projects, the city is spending $20.5 million on its new City Hall and library; $3.5 million for the [-94/Drexel Ave. interchange,
which opened in 2012, and $8 million to rebuild and widen W. Drexel Ave. between 8. 13th and S. 27th streets, Peterson said.
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Exhibit 4-7 Industrial/Distribution Investment
Prospect Trends

2004 2006 2008 2010 2612 2014 2018

Source: Emerging Trends in Real Estate surveys,
* First year in survey.

U.S. warehouse industrial

2016 Prospects Ranking

Investment prospects
Developmant prospects

Expected capitalization rate, December 2018 61%

U.S. R&D industrial

2016 Prospects Ranking
Invesiment prospects 345 9
Davelopment prospects 342 8

Expected capitalization rate, December 2016 6.7%

U.S. fulfillment centers

2016 Prospects Ranking
Investment prospects 380 1
Development prospects 352 2

Expected capitalization rale, December 2016 81%

Source: Emerging Trends in Real Cstate 2018 survey.
Note: Based on U.S, respondents only.

property market. Those who are nervous about inclpient over-
supply seem to focus on the growth rate, absent a longer-term
perspective, or are wortied by past patterns to continue building

64 Emerging Trends in Real Estate® 2018

past the cyclical peak in demand. Meanwhile, they cbserve the
prior weighting toward build-to-suit industrial shifting toward the
more familiar area of speculative construction.

The multiyear period of supply discipline should not breed
complacency, though, especially for industrial assets where
the development period is exceptionally short. As cne insti-
tutional investment manager exclaimed, “Supply constraint?
Really?" It is true that the past five years are not likely to be a
good guide to the next five, and industrial construction is ong
area to watch vigilantly.

Two additional considerations should be highlighted: The first
is the rotation forward of investor appetite for R&D/flex space,
both by owner-users (particuiarly the big Silicon Valley brand
names) and by traditional investors from the institutional and
private equity sectors. The second is the targeting of incustrial
property portfolios as a way to put money fo work at scale by
soverelgn wealth funds, real estate investment trusts (REITs),
and pensicn funds.

In the more globalized, instituticnalized real estate environ-
ment, size does matter, especially in the efficiency of capital
deployment. However, we should have already learned that
when the big guys concentrate on the biggest assets in the
biggest markets, that opens up viable niches elsewhere.
Entrepreneurs have often nimbly seized such opportunities,
in the computer field, in transportation, and in finance as well.
A niche-sensitive investment ecology will shape real estate
trends over the foreseeable future.

Apartments

The highly favored multiftamily rental sector has enjoyed a long
run of success during this decade. Our Emerging Trends survey
respondents still rate its prospects well, yet the extraordinarily
high prices and low cap rates in many locations are giving

guite a few of our interviewees pause as they contemplate

the future. We may wsl! be seeing the beginning of a shift in
investment/development cutlook as we go forward in 2016 and
later. The executive vice president of a major national developer
remarked, ‘| have never seen the apartmeni sector so good.
That will change. There is too much bullding in some markets.
High rent increases will have to come down.” A private equity
manager ohserved, “This is a great market fo sell. Investing Is
more challenging.”

Too often, issues in this sector are conflated in an atiempt to
draw a broadly sketched picture. The urban/suburban choice,
for instance, Is frequently identified with the rent/buy choice,
and that’s just not the case. An investment banker told us, “The
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question is now: do pecple want to own a house, or do they
want to live in the city and rent an apartment? is property owner-
ship stil a main trend?” Many couch the discussion in such

a framework. But, for residentlal investment, a huge range of
options means that there are selections for investors and devel-
opers in all products. A fine-grained ook in this sector is not only
essential analytically, but also the key for those who need to pull
the trigger on deals.

An analyst with one of the major housing data firms believes that
the size of generation Y ("a very interesting cohort”) should sup-
port expanding housing demand for both rentals and ownership
housing. It is not an eitherfor proposition. “The demographic
forces are very positive to support residental construction,
support multifamity, while serving a growing need for additional
single-family housing stock.”

Garden apartments. Institutions have enjoyed a "golden era” in
the apartment market. Robust leasing activity has continued in
2015, pushing occupancy and rent growth higher even as mul-
tifarmily development accelerated swiftly. NCREIF has reported
double-digit total returns continuing, with the garden apartment
subsector moving ahead of higher-density residential, largely on
the strength of superior net operating income (NOI) growth.

According to a midyear 2015 report by Real Capital Analytics,
the garden apartment sector is also sesing stronger investment
voiume grewth in the transaction data. While the pressure of
institutional investment competition in this recovery has inexo-
rably pushed cap rates lower for mid- and high-rise multifamily
assets, garden apartments have maintained average cap rates
above 6 percent, compared with mid-fhigh-rise going-in rates
that average 4.9 percent.

Some adopt the Baseball Hall of Famer "Wee” Willy Keeler's
advice: "Keep your eye on the ball and hit 'em where they
ain't.” A West Coast investment manager reported an invest-
ment program on Florida’s Guif Coast—still rebounding from
the subprime mortgage crisis—where good-quality apartment
complexes have been acquired at 7.5 percent cap rates at
prices in the $50,000 to $75,000 per unit range. So with many
echoing the financier who told us, “Values in New York and San
Francisco are just ridiculous,” we see a trend in finding multifam-
ily housing oppoertunities where costs are more manageable,
looking more favorably to the garden apartrment subsector.

Urban multifamily. For some Investors, the best tactical
approach means taking profits in a market that will still be strong
in 2016, and redeploying the capital into preferred assets. A Wall
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Street fund manager comments, “Our portfolio has very much
evolved. We are selling out of the older-style apartments at very
high prices and replacing them with newer and much mors
urban properties in the seven or eight target markets where we
can create scale.” A public pension fund investor calls luxury
apartments in urban infill areas the “best bet” for 2016: "We love
the big three [Manhattan, San Francisco, Los Angeles] and we
also like the multifamily markets in Seattle, Dallas, and Atlanta.”
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Exhibit 4-10 Apartment Investment Prospect Trends

2004 2006 2008 2010 2z 2014 2016

Source: Emerging Trends in Real Estate surveys.
= First year in survey.

U.S. high-income apartments

2016 Prospects Ranking
[vestment prospects 3.58 4 (tig)
Development prospects 366 4

Expected capitatization rate, December 216 45%

U.S. moderate-income apartments

2016 Prospects Ranking
[nvestment progpects 358 4 (lig)
Development arospects 348 6

Expected capitalization rate, December 2016 56%

U.S. affordable apartments

2016 Prospects Ranking

Investment prospects 12
Development prospects

Expected capitalization rate, December 2016 61%

Source: Fmerging Trends in Real Estate 2018 survey.
Nota: Based on U.S. respondents only.

Others, such as the prasident of a Southeast brokerage, also
encourage a close fook at what is going on in the regional
markets with which he is familiar. "Downtown housing has more
of a bautique feel than in New York. Millennials here can rent
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affordably at incomes of $125,000." This interviewee went on

to mention that this group's downtown experience has led to
interest in close-in for-sale housing as a next step. And as for
the proposition that educational choices will drive millennials

to traditional suburbs eventually, he notes that charter schools
and hemeschooling have expanded educational choice: neither
needs the traditional suburb to be successful.

While many other interviewees still view schools as the stum-
bling block fo city living (as one institutional investor argued,
“Uniess you can fix the school systerm in urban areas, as much
as millennials say they'll never go to the suburbs, when they
have children they probably will"), others concur with the posi-
tion stated in the previous paragraphs (*1 definitely don't think
you'll find [gen Y] moving for a school district; they might find a
magnet school,” as a seasoned appralser-consultant said in
her interview).

Infilf and mixed-use development. With the evolution of
18-hour citles, more places around the country are benefiting
from additional diversity and complexity in thelr populations and
aeccnomic bases. A Tennessee developer lauds the planning
trend to rethink “separation of uses” zoning. He believes that

"It is smart to seck an environment where something is going

on every night.” Mixed-use development in such a context
reinforces value across the varied uses. An executive with a
retail REIT concurs, “Infill and MXD [mixed-use development]
are megatrends, and horizontal MXD is easier than vertical. It is
more efficient, too, since you have greater cross-use of the park-
ing requirement over the course of the day.”

A New York—based firm that intermediates cross-border
investment has been doing ground-up apartment develop-
ment in spots like Altamont Springs outside Orlando; Revere,
Massachusetts, near Boston; and the Clayton suburb near St
Louis. "We see these as infill locations, too, not sprawl at the
perimeter—and our projects have been exceeding pro-forma
projections.”

Residual impact of the bubble years. Quite 2 hangover
remains from the U.S. housing market coliapse, epitomized by
the subprime morigage-induced bubble a decade ago. More
than 7.4 mitlion homecwners are still seriousty underwater as

of mid-2015, with the market value of the homes 25 percent or
more lower than the outstanding mortgage balance, accord-

ing to Realty Trac. Based on such data, a Wall Street finance
specialist sees a slow recovery in the suburban housing markets
and a disincentive for homebuying for now.
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Such conditions surely influence the buyfrent decision. Many
have spoken of the trauma felt by millennials who saw their fami-
lies’ net worth evaporate in the housing debacle. Those scars,
they feel, will be very slow to heal. Moreover, the tenuous situa-
tion they experience in terms of job securlty gives them pause
when contemplating a fong-term mortgage commitment. “Jobs
are not ‘sticky’ anymere,” declares an executive with a gicbal
investment and asset manager, “and this impacts on the home
purchase and morigage decision.”

With such factors in mind, many long-term investors align with
an institutional investor who concludes for the years ahead,
"We are still bullish on the apartment sector, although there

are certainly markets with emerging supply issues. Overall, we
think that the demaographic tailwind for rental apartments
and continued urbanization is a longer-term trend that will
make multifamily a good sector for a long time.”

Design, price, and user preferences. A Chicago-based
developer described the difference between preduct for mii-
lennials and baby boomers this way: “The gen Y product is a
700-square-foot apartment at $2,000 per menth, but empty
nesters need 1,500 square feet.” This is ancther instance where
granular market analysis is absciutely required.

Lest we think this is simply the case in the largest U.S. cities,
listen to a Nashvilie housing investor/developer: "My key demo-
graphic is women in their 80s, whose sccial life centers on their
jobhs and their church affiliations. They need a low-maintenance
home with enough size and community amenity to be happy at
this stage in life. The micro unit is not the answer for this group.”
And a West Coast investor wonders about the durabillity of the
market for such a product: "“When people are successfui, they
don't want to be crammed into micro units.”

So even as we see a push in demand coming from new house-
hold formation, as jobs become more plentiful and release
“boomerang” kids into the housing market, there will be a need
for a range of development—not just luxury. A challenge for the
industry is making the aconomics of afforcable housing work.
As one investment manager notad, both ends of the income
inequality spectrum need to be satisfled: "We need to ask where
workers will be living.”

One consultant from the Carclinas maintains, “We are going

to have fo deal with affordable housing in a more holistic way.”
A private cdeveloper in Florida defines the issue even more
sharply: “Affordabie housing is much more than simply &
real estate issue. It is a significant cultural issue. Products
will be delivered that will accommodate millennials, small/

youny families, workforce housing—and how that housing
changes .. in size of home, style of home, where they are
located, and how they’re constructed.”

That challenge will not be going away In 2016, 2017, or 2018.
It Is safe to label it an “emerging trend.”

Office

Mind the gapl That's the gap between CBD and suburban
offices, the top and bhottom lines respectively in Moody's/RCA
Commercial Property Price Index in exhibit 4-2. One property
type diverging on two separate tracks—and the gap has been
widaning.

The breadth of the U.S. office market is one of its greatest
strengths. Having options provides value. Secondary office
markets are experiencing higher levels of investrment for just
this reason, somewhat greater volatility priced by higher yields,
and the ability o accommodate fast-growing companies with a
volume of new construction at costs much lower than that avail-
able in the primary downtowns. Interviewees spoke of “pocket
markets,” conversions and redevslopments, and cpportunities
to reposition struggling suburban office parks with vast parking
into more effective mixed use.

Where? Quite a few interviewses find themselves overweighted
in office at this stags of the cycle. Almost universally, that
concentration of investment has been in the downtowns of the
largest cities. Research has validated the claims that 24-hour
cities would provide superior raturns over fime. New studies of
“vibrancy” have exitended the connection between livefwork/
play locations and commercial real estate performance into the
category of 18-hour cities introduced in Emerging Trends 2015,

Institutional investors with a long-range perspective have been
looking past the high prices for core office assets in gateway
markets, deubling down on offices in Bosten, Chicago, D.C.,
New York, Los Angeles, and San Francisco. Even at higher
prices, CBD has topped suburban office in total returns over the
one-, three-, five-, ten-, and 20-year time horizons in the NCREIF
Property Index. No wonder that one interviewee specializing

in office investment sales said, “Tenants want to be in urban
locations, so investors want to be there, too. There is a good
degree of due diligence being done on deals, so we are not get-
ting out over our skis.”

It is not just the insurance companies and pensicon funds,
though. A variety of buyer types is represented in the current
wave of downtown office acquisitions. A private ownerfinvestor
told us, "Sell noncore assats; invest in quality office.” One inter-
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Apartment
MARKET REPORT

Milwaukee Metro Area Fourth Quarter 2015

Apartment Demand Brewing in Milwaukee

Employment gaing bolster the Milwaukee apartment marker, drawing new residents to the region and increasing the de-
mand for housing, Approximately 6,100 houscholds will be formed in ehe metro during 2015 and many of these will seck
rental units, keeping vacancy below the traditional replacement level. The rise in tenant demand spurs robust muliifamily
construction activity. This year, apartment inventory will increase by the largest number of units since the recession. The
impact of construction will be lessened as projects are most prevalent in areas with significant demand such as downtown
Milwaukee or in neighborhoods just the notth of the core. So far, many units have been absorbed; vacancy rests below 5
petcent in all submarkets. Concessions, however, have begun to creep up in some regions to entice tenants o these new
properties. Despite a surge in construction this year, vacancy will remain tight, pushing rent growth throughout the marker

and improving NOL

The relatively steady Milwaukee economy continies to artract investors to the aparcment market, many coming from Chi-
cago, drawn by lower entry costs and higher yields. Even though owners have been bringing more inventory to market, buyer
demand still remains well above supply, keeping capital waiting on the sidelines, Stabilized properties built since the 1980s
with more than 100 units and established rent rolls are most sought after and will receive muldiple bids in prime locations.
The aggressive competition for these assets is driving prices upward and compressing cap rates. Best-of-class assets will list at
initial yields that begin in the high-5 percent range if well located. A climb in apartment deliveries this year should provide
additional buying opportunities. First-year rerurns for assets in secondary locations or quality will trade 100 to 200 basis
points higher. Suburban propertes near major employment hubs such as Waukesha or Dane County will receive significant
investor attention.

2015 Annual Apartment Forecast

1.2% Employment: In 2015, 10,000 positions will be added to payrolls, lifting employment by 1.2

increase i:i percent. This is an increase from last year when 9,000 jobs were created, led by gains in the edu-
Tot:

employment | cation and health services sector.

2,000 Constraction: Approximately 2,000 rencals will be completed metrowide during 2015, the larg-

f;'l‘ib“ est portion of which will be in the Near Norch/West Side/Wauwatosa submarket. Last year,
wi ¢ . . .
completed 1,300 units were brought into service.

i basis Vacancy: After vacancy tightened 110 basis points last year, the rate will inch upward as comple-
poine tions reach the highest level in seven years. During 2015 vacancy will tick up 10 basis points to

increase in

vacancy 3.1 percent.

33%] Rents: The addition of new luxury rentals will contribute to rents climbing. During 2015, the
meesein | average effective rent in the metro will jump 3.3 percent to $968 per month, building on a 2.4

effective .
| percent rise last year.
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Economy

In the past four quarters ending in September, employers in Milwaukee cre-
ated 7,400 new positions, increasing total employment by 0.9 percent. This
is down from the prior 12 months, when 7,700 positions were generated.

The education and health services sector led job gains with nearly 6,800
new workers, followed by professional and business services with 3,900. The
leisure and hospitality and financial activities sectors added approximately

1,000 slots each.

Unemployment in the metro has tightened 90 basis points in the last 12
months to 4.8 percent in the third quarter. One year earlier, unemployment

dropped 130 basis points.

Outlook: Employers will lift payrolls 1.2 percent in 2015 with the addition
of 10,000 positions. An increase in workers will boost household formation,
This year 5,000 new households are expected, generating demand for rentals,

Housing and Demographics

In September, an annualized 1,500 single-family homes were permitted, a 15
percent advance from the same period last year. During the same time span,
multifamily issuance fell 71 percent to 365 units.

Over the past 12 months, home prices escalated 5.1 percent to a median of
$218,300 in the third quarter. The median houschold income, meanwhile,
ticked up 2.9 percent to $54,800 per year, which is $4,100 more than the
minimum qualifying income needed to purchase a median-priced home in
the metro,

Using craditional financing, the difference between effective rents ar 2000s-
vintage apartments and the monthly mortgage obligation on a median-priced
home is $85 per month in favor of homeownership.

Outlook: Home prices that remain affordable to many Milwaukee area rent-
ers will limit the amount that apartment operators in some middle-class
neighborhoods can push rent growth before tenants consider transitioning
to homeownership.

Construction

Developers finalized 377 apartments during the third quarter, raising the
12-month rotal to 1,100 units. The Near North/West Side/Wauwatosa sub-
marlet received the largest portion of these deliveries. Completions dipped
from last year when 1,200 units were added to the metrowide inventory.

Robust building activity features more than 3,300 apartments underway
with deliveries scheduled into 2017, the bulk of completions wili be in the
Downtown/Shorewood and Near North/West Side/Wauwatosa submarkers,
The planning pipefine contains 7,500 proposed rentals with due dates that
extend into 2017.

The fargest project underway is the Corners at Brookfield, a 235-unirt build-
ing. Part of a mixed-use development, the luxury aparements will be buile
above ground-floor retail and include concierge services, a health and firness
center, and a social-media center for residents.

Outlock: Approximately 2,000 rentals will be completed during 2015, the
highest level since 2008. Last year 1,300 apartments were brought into ser-
vice markerwide.
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Vacancy

The vacancy rate ticked up 30 basis points to 2.8 percent in the third quarter.
The rate is down 80 basis points year over year and follows a 40-basis-point
rise 12 months earlier.

Renters have been steadily absorbing new units. Vacancy in properties built
since 2000 fell 130 basis points year over year to 3.0 percent in the third
quarter, after a 50-basis-point drop the prior period. Properties constructed
in the 1990s have the lowest vacancy at 2.3 percent.

Downtown/Shorewood has the highest vacancy among submarkets in the
Milwaukee metro, at 4.1 percent in September. The rate has remained sta-
ble year over year even though 400 units were brought into service. This
submarket also registers the most expensive average effective rent ar $1,223
per month, down 3.4 percent during the period, due in part to an expan-
sion in concessions.

Outlook: Vacancy will end 2015 at 3.1 percent, up 10 basis points for the
year mainly resulting from an escalation in completions. In 2014, vacancy
tightened 110 basis points.

Rents

Metrowide, effective rents advanced 2.1 percent to an average of $962 per
month year over year in September. A 1.1 percent rise was recorded 12
months carlier,

The most affordable rents among the metro’s submarkets were registered in
South Side/West Allis/Greenfield at an average of $809 per month in the
third quarter. Rents here jumped 3.1 percent in the last 12 months following
a 0.9 percent increase one year earlier,

By vintage, properties constructed in the 1970s offered the lowest rents at an
average of $845 per month. Here, rents hiked 3.7 percent in the past four
quarters, the highest jursp among vintages. Effective rents in properties built
since 2000 declined 1.0 percent to $1,226 per month during this period as
concessions expanded.

Outlock: During 2015, the average effective rent in the metro will climb 3.3
percent to $968 per month, building on a 2.4 percent rise last year.

Sales Trends

Transaction velocity remained relatively steady year over year. During this
time, private buyers were active as indicated by the domination of trades
of less than $5 million. Many local investors targeted Class C assets in the
Avenues West, Jackson Park and Lower East Side neighborhoods in the city
of Milwaukee.

The average price of assets traded over the last 12 months was $70,900 per
unit, an annual increase of 4.9 percent. Lower-tier assets sold at an average of
$58,200 per unir.

Cap rates for properties traded in the last 12-month period averaged in the
low-7 percent range metrowide. First-year yields for institutional-grade assets
averaged in the high-5 percent area.

Qutlook: Investors will remain focused on steady cash flows in stabilized as-
sets. Properties with more than 100 units, near major employment hubs or in
cities with lower tax rates will garner significant buyer attention,
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Capital Markets

By WILLIAM E, HUGHES, Senior Vice President, Marcus & Millichap Capital Corporation

B 'The Federal Reserve continues to weigh domestic economic trends against
greater volatility and softer growth overseas to guide its course on interest rates,
The central bank will deliberate again on the Fed Funds rate at two additional
meetings this year but may withhold its first rate hike until 2016, Initial move-
ments by the Fed on its overnight lending rate will likely be gradual and mea-
sured in order to minimize a potential disruption in U.S. economic growth.

m The yield on the 10-year U.S. Treasury, an important benchmark in real estate
lending, has hoveted in the low-2 percent range throughout 2015 in response
to rising demand for low-risk, fixed-income assets. Long-term rates such as the
10-year U.S. Treasury are not directly tied to shore-term rates, or the short end
of the yield curve, and thus will be largely insulated from the Fed's actions.

w Agency lenders are underwriting 10-year apartment loans with LTVs at up to
80 percent in select markets and rates ranging from 4.3 percent to 4.7 per-
cent. Portfolio lenders offer similar LTV at rates from 3.85 to 4.5 percent.
Floating bridge loans are issued at LT'Vs of 70 percent for stabilized assets,
with a spread of 250 to 400 basis points above Libor. Value-add deals, mean-
while, attract a spread of 350 to 500 basis points with dollars capped at 60 to
65 percent of cost.

g Total CMBS issuance reached $77.6 billion for all commercial propertics year
to date through the third quarter and lenders remain on track to issue $100
billion to $125 billion in 2015, a sizable gain from last year. In the apart-
ment sector, CMBS lenders will issue loans at terms of up to 10 years and as
much as 80 percent leverage in specific circumstances. Interest rates for good-
quality multifamily product start at 240 basis poines over the 10-year U.S.
Treasury, and have widened slightly recently.

Local Highlights

& Northwestern Mutual plans to construct a 33-story upscale apartment tower
next to its downtown Milwaukee headquarters. The development will include
25 stories and 308 apartments, an eight-story parking garage and ground-floor
retail space. Amenities include a rooftop swimming pool and fireplace, indoor
golf simulator and [itness center. Northwestern Mutuoal has not yet released
information on the expected completion date.

e Milwaukee received a $30 million grant to help fund the redevelopment of
708 mixed-income housing units and the neighborhood surrounding them on
the city’s northwest side. The redevelopment plan aims to help combat Mil-
waukee'’s foreclosure crisis, provide better access to retail and transportation
and offer improved educational opportunities. Foreclosed homes will serve as
temporary housing as units go under construction. City officials expect to
break ground on homes in the spring of 2016,

s Land has been purchased in Greenfield for a massive mixed-use praject with
plans to break ground in midyear 2016. The development, located between
Interstate 894 and West Layton Avenue, will include 400 apartments, a 120-
room hotel, office space and several retail buildings.

The information contained in this repars was obeained from sourees deemed to be reljable. Every effort was nade to abtain aecwriitc and campleic informiation; however, o ipresentation, warnanty or guaraniee. expiess or implied, may be made vs 1
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Sonrees: Marcus & Millichap Research Services; Bureau of Labor Sitistict; CoStar Gronp, Iuc.) Feonomy.com; Nationaf Association of Realtors; Real Capital Analyrics; MPF Research; TWR/Dadge Pipelive; U.S, Census Burean.
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Apartment Demand Brewing in Milwaukee
As Jobs and Amenities Lure Renters Downtown

Slow but relatively steady employment gains will draw new residents to Milwau-
kee, underpinning the need for rentals. Many of the jobs will be in office-using
firms that are expanding or relocating into new office towers in the city, The
increase in workers will generate dermand for rentals in the core as many psople
saek housing nearby. Additional apartiment leasing will come from downsizing
households that seek a more walkable fifestyle proximate to cultural amenities.
Metrowide, strong fenant demand has activated developers. For the second
yaar in a row, deliveries will reach approximately 2,000 units, yet the vacancy
rate will remain below the traditional level In most areas. Also, single-family
home prices, espacially in some of the most desired neighborhoads, are be-
yond the means of many tenants, keeping them in the renter podl ionger. This
will contribute 1o stable vacancies and higher rent growth this year,

Stable operations and the availability of low-cost financing are attracting inves-
tors to apartment assets in Milwaukea, Less intense competition for available
properties than in nearby marksts will likely draw regicnal buyers, especially
from Chicago and Minneapolis, keeping investor demand ahead of listed as-
sets. Many buyers will target properties built since the 1980s with more than
100 units and a consistent income stream. Cap rates for these assets typically
start in the high-5 percent range but may dip below that for premium proper-
fles. The rise in constructicn should provide additional investment opportuni-
tias, although developers may need to offer concessions to quicken the pace
of leasing to stabilize new buildings. Higher property tax rates in Milwaukee will
mave other buyers info surrounding counties, Assets with some upside poten-
tial near empicyment centers or along major transit rouites in Waukesha County
will be highly desired.

2016 Market Forecast

NMI Rank ;") Average operational improvement this year will keep Mil-
25, down 2 places waukee near the middle of the ranking.

Employment (O Approximatsly 7,000 jobs will be generated throughout
up 0.8% T themelroin 2016, a2 0.8 percent expansion. This is down
from the 10,000 workers added to payrcils last year,

Construction {7 9 Developars will complete 2,000 rentals throughout the

2,00C units metro in 2016, a 1.4 percent increase in inventory. Thisis
& slight decline from last year's 2,100 units. Builders will
be most active in downtown Milwaukee,

Vacancy C\ During 2018, the vacancy rate will dip 10 basis points
down 10 bps T 1o 3.0 percent, a reversal from last year's 10-basis-point
climb. The rate has stayed below 4.2 percent since 2010.

Rent [+ ) Strong tenant demand will contribute o the highest rent
up 3.5% T ganinfive years. During 2018, effective rents will rise 3.5
parcent to an averags of $1,002 per month. Last year, a
3.3 percent advance was pested.

Investment @ For buyers seeking value-add and redevelopment pros-
pects, older properties in revitalizing neighborhoods sur-
rounding downtown Milwaukee should provide invest-
ment cpportunities.
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National Strip Shopping Center Market

From an investment standpoint,
buyer demand remaing guile strony
for styip shopping centers as this
sector continues to perform well and
recover — albeit at o slow pace. Even
thongh the national vacancy rate held
steady ab 10.1% in the third quarter
of 2015, it was down 20 basis poinks
on & year-over-year basis, as per
Reis. As a result, many surveyed

investors are seeing increasing “net”
rents and slightly more aggressive
pricing on the part of seliers, espe-
ciafly for Class-A assets.

As shown in Table 3, the average
overall cap rate for this market fatls
45 basis points this quarter
6.98% — the lowest average for this

market since it debuted in 1991, Tn
addition, the quarierly decrease marks
the fourth consecutive quarterly de-
cline for this key cash flow gssump-
tion, Even though vent growth ex-
pectations hold steady this quarter,
fewer Survey participants are offering
free rent. Specifically, 63.0% of par-
Heipants are using free rent - down
from 75.0% three months ago.

In the sales arena, investors note
that “there aren’t enough baying op-
portuities” as many owners are opi-
ing to hold not sell, Ta secondary
leeations, an ingrease in property
offerings has occurred, but pricing Is
“1o0 steep” for most privale institu-
tional buyers. +

KEY 4(n5 SURVEY STATS*

Tenant Retention Rate:

Average 7R.O% R
Range 60.0% to 85.0%
Months of Free Rent™:

AVeTige z =
Range [aRleR)

% of participants uging 63.0% F
Market Conditions Favor:

Buyers an% F
Sellers 75.0% A&
Neither a5.0% ¥

¥, A = change frony prior quarier
{1) on s terrsear legse

Tuble 3

Fourth Quarier 2015

NATIONAL STRIP SHOPPING CENTER MARKET

CURHENT LASTQUARTER 1 YFAR AGO 3 YEARS AGO 5 YEARS AGQO
HSCOUNT RATE (IRR)®
Runge 0,00% - 10.75% b5,00% - 10.75% &.00% -~ LLOO% H.50% - 1a.50% 6.GaY% - 1z.50%
Average 8% 2R8a% 8119 B.43% 4884
Change {Basis Points) - ~ 51 -~ b5 ERHH
OVERALL CAF RATE (0AR)*
Range A50% ~ 9.30% 4.50% - 9,008 5.00% - 10.60% 5.26% - 0.50% 550% — 9.5u%
Aveiage ©358% 6.8% 7.05% T.06% 2%
Clange [Basis foints) ~ 43 7 - B B 1
RESIDUAL CAP RATE
Rurnge £.15% - 4.95% 1.75% - 9754 H.00% - 10.00% G.o0% - oot 0.50% - 12.00%
Average Gan o 7.20% THON B.26%
Change (Bosts Poiuts) v - R - 0 - 150
MARKET RENT CHANGED
Runge G.00% - 3.00% 0.00% - o0 .08 ~ 5.00% 0.00% - Lon% 2.00% - 3.00%
Average 1.88% 1.88% 1.97% 1.75% o.60%
Change (Basis Poinls) o -1 L + 127
EXPENSE CHANGEY
Range D.00% - Lo0% 0.00% - 3.00% 0.00% - 100% 2,508 - 4.00% LOO% - 4,00%
Average 2.59% asak 8.72% 3.05% 2.86%
Clunge [Basis Polats) a 0 1 - 14
MARKITING TIME®
Range z-12 212 2 12 28 ]
Average 5.6 6.3 6.1 7.1 8.
Change (¥, &, =) * ¥ - ¥

. Ratte wo mtheveraggsd, all-carh rsttsog s

by Tuhtind nrte of vl

v [ pgeatides
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Milwaukee Retail Market
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Milwaukee's Vacancy Decreases to 6.6%
Net Absorption Positive 487,549 SF in the Quarter

he Milwaukee retail market did not experience much
change in market conditions in the fourth quarter 2015,

1 The vacancy rate went frorm 6.7% in the previous quarter
to 6.6% in the current guarter. Net absorption was positive
487,549 square feet, and vacent sublease space decreased
by (3,200} square feet. Quoted rental rates increased from
third quarter 2015 levels, ending at $10.71 per square foot per
year. A total of 7 retail buildings with 516,816 square feet of
retail space were delivered to the market in the quarter, with
1,178,815 square feet still under construction at the end of the
quarter.

Net Absorption

Retail met absorption was strong in Milwaukee fourth
quarter 2015, with positive 487,549 sqguare feet absorbed in
the guarter. In third quarter 2015, net absorption was positive
322,949 square feet, while in second quarter 2015, absorption
came in at positive 113,407 square feet. in first quarter 2015,
positive 113,612 square feet was absorbed in the market.

Tenants moving out of large blocks of space in 2015
inciude: JC Penney moving out of 146,196 square feet at 5900
Durand Avenue; Walmart moving out of 104,231 square feet at
15333 W National Avenue; and Ace Hardware moving out of
65,400 square feet at 1303 N 4th Street.

Tenants moving into large blocks of space in 2015 include:
Costco moving inte 156,000 square feet at 153000 W Grange
Avenue; Walmart moving inte 152,000 square feet at 15205 W
Greenfield Avenue; and Costco moving into 150,000 square
feet at N9TW162462 Pershing Avenue,

Vacancy

Milwaukee's retail vacancy rate decreased in the fourth
quarter 2015, ending the quarter at 6.6%. Over the past
four quarters, the market has seen an overall decrease in the
vacancy rate, with the rate going from 6.7% in the first quar-
ter 2015, to 6.7% ot the end of the second quarter 2015, 6.7%
at the end of the third quarter 2015, to 6.6% in the current
quarter.

The amount of vacant sublease space in the Milwaukee
rarket has trended down over the past four quarters. Al the
end of the first quarter 2015, there were 388,131 square feet
of vacant sublease space. Currently, there are 309,517 square
feet vacant in the market.

l.argest Lease Signings

The largest lease signings occurring in 2015 included: the
218,705-square-foot-lease signed by Boston Store at 95 N
Moorland Rd; the 210,714-square-foct-deal signed by Boston
Store at 2400 N Mayfair Road; and the 160,000-square-foot-
lease signed by Bon-Ton at 95 N Moorland Read.

Rental Rates

Average quoted asking rental rates in the Milwaukee retall
market are up over previous quarter levels, and up from their
levels four quarters ago. Quoted rents ended the fourth guar-
ter 2015 at $10.71 per square foot per year. That cormpares to
$10.50 per square foot in the third quarter 2015, and $10.48 per
square foot at the end of the first quarter 2015, This represents
a 2.0% increase in rental rates in the current quarter, and @
2.15% increase from four gquarters ago.

Vacancy Rates by Building Type 2006-2015
Power Center Specially Center - {eneral Relail Shopping Center Mall Total Market

18%L o
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Source: CoStar Property®
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Inventory & Construction

During the fourth quarter 2015, seven buildings totaling
516,816 square feet were completed in the Milwaukee retail
market. Over the past four gquarters, a total of 1,319,349 square
feet of retail space has been bullt in Milwaukee. In addition
to the current quarter, five buildings with 389,258 square feet
were completed in third quarter 2015, four buildings totaling
221,675 square feet completed in second quarter 2015, and
191,600 square feet in six buildings completed in first quarter
2015,

There were 1,178,815 square feet of retail space under con-
struction at the end of the fourth quarter 2015.

Some of the notable 2015 deliveries include: Meijer, a
192,000-square-foot facility that delivered in third quarter 2015
and is now 100% occupied, and Meijer, a 191,352-square-foot
building that deliverad in second quarter 2015 and is now 100%
occupied.

Total retail inventory in the Milwaukee market area
amcunted to 140,610,487 square feet in 13,243 buildings and
727 centers as of the end of the fourth quarter 2015,

Shapping Center

The Shopping Center market in Milwauikee currently con-
sists of 699 projects with 35,698,810 square feet of retail space
in 1,172 buildings. In this report the Shopping Center market
is comprised of alt Cornmunity Center, Neighborhood Center,
and Strip Centers.

After absorbing (145,843) square feet and delivering no
new space in the current quarter, the Shopping Center sector
saw the vacancy rate go from 10.5% at the end of the third
quarter 2015 to 10.9% this quarter.

Cwver the past four quarters, the Shopping Center vacancy
rate has gone from 10.6% ot the end of the first quarter 2015,
10 10.7% at the end of the second quarter 2015, to 10.5% at the

VACANCY & RENT
Past 10 Quarters

EEREED \verage Rental Rate Wweesyseancy Rate

SITp - : - 7.0%
1 s9%
¥ §1l+ g 1+ s59% gc
& 1y £
g 81 lean &
o o A
ERESIR 167% o
& 1 67% 2
? sl 1 66% g
= 166w §
* 5104 T 65%
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$10 : | a ‘l 6.4%

201339 20141g 20143q 2M51q 20153q

Source: CoStar Property®

Milwaukee Retail Market

end of the third quarter 2015, and finally to 10.9% at the end of
the current quarter.

Rental rates ended the fourth quarter 2015 at $11.10 per
square foot, up from the $10.94 they were at the end of third
quarter 2015, Rental rates have trended down over the past
year, going Trom $11.13 per sguare foot o year ago to their cur-
rent levels,

Net absorption in the Shopping Center sector has totaled
50,765 square feet over the past four quarters. In addition
to the negative (145,843} square feet absorbed this quarter,
positive 77,498 square feet was absorbed in the third quarter
2015, positive 165,097 square feet was absorbed in the second
quarter 2015, and negative (45,987) square feet was absorbed
in the first quarter 2015,

Power Centers

The Power Center average vacancy rate was 8.3% In
the fourth quorter 2015, With positive 6,514 square feet of
net absorption and no new deliveries, the vacancy rate went
from 8.4% at the end of last quarter te 8.3% at the end of the
fourth quarter,

In the third quarter 2015, Power Centers absorbed positive
37449 square feet, delivered no new space, and the vacancy
rate went from 9.3% to 8.4% over the course of the quarter,
Rental rates started the quarter at $5.37 per square foot and
ended the quarter at $4.80 per square foot.

General Retail Properties

The General Retail sector of the market, which includes
all freestanding retail buildings, except those contained within
a center, reported a vacancy rate of 4.1% at the end of feurth
quarter 2015, There was a total of 3,712,480 square feet vacant
at that time, The General Retail sector in Milwaukea currently
has average rental rates of $10.87 per square foot per year.
There are 606,376 square feet of space under construction in
this sector, with 376,816 square feet having been completed
in the fourth quarter, In all, there are a total of 11,883 build-
ings with 90,692,519 square feet of General Retail space in
Mitwaukee.

Specialty Centers

There are currently 3 Specialty Centars in the Milwaukee
mariet, making up 438,127 square feet of retail space. In this
report the Specialty Center market is comnprised of Outlet
Center, Airport Retail and Therne/Festival Centers.

Specialty Centers in the Milwaukee market have experi-
anced positive 3,838 square feet of net absorption in 2015, The
vacancy rate currently stands at 1.4%, and rentai rates average
$17.23 per square foot.

4 The CoStar Retail Repart
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Milwaukee Retail Market

Malls

Malls recorded net absorption of positive 235,744 square
feet in the fourth quarter 2015, This net absorption number,
combined with the 140,000 square feet that was built in the
guarter, caused the vacancy rate to go from 14.9% a quarter

ago to 13.7% at the end of the fourth quarter 2015, Rental

rates went from $9.48 per square foot to $9.48 per square foot
during that time. In this report the Mall market is comprised of
13 Lifestyle Center, Regional Mall and Super Reglonal Malls,

Sales Activity

Tallying retail building sales of 15,000 square feet or farger,
Mitwaukee retail sales figures rose during the third guarter 2015
in terms of dolior volume compared to the second quarter of
2015,

In the third guarter, 15 retail transactions closed with a
total volurme of 548,188,598, The 15 buildings totaled 460,108
square feet and the average price per sguare foot equeated
to $104.73 per square foot. That compares to 12 transactions
totdling $37,560,980 in the second quarter 2015, The totu!
square footage In the second quarter was 564,623 square feet
for an average price per square foot of $66.52.

Total retail center sales activity in 2015 was down com-
pared to 2014, In the first nine months of 2015, the market saw
34 retail sales transactions with a total volume of §112,699,578.
The price per square foot averaged $66.21. In the same first
nine months of 2014, the market posted 45 transactions with
a total volume of $154,128,7/2. The price per square foot aver-
aged 570.67.

o
?‘2 CoStar-

ABSORPTION & DELIVERIES
Past 10 Quarters

Net Abscrplion B Deliveries
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Source: CoStar Property®

Cap rates have been higher in 2015, averaging 8.02%
comparad to the same period in 2014 when they averaged
7.89%.,

One of the largest transactions that has occurred within
the last four quarters in the Milwaukee market is the sale of
Village Center in Racine, This 241,074 square foot retail centar
sofd for $31,750,000, ar $§131.70 per square foot. The property
sold on 11/3/2015.

Report cornpifed by Research Manager, Ryan Forman, and the
Wisconsin Research Team.
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Historical Deliveries  1982- 2015
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Construction ACtiVity Markets Ranked by Under Construction Square Footage
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Historical Construction Starts & Deliveries

Square Footage Per Quarter Starting and Completing Construction
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Recent Deliveries by Project Size of Year-to-Date Development
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General Retail Market Statistics Year-ind 2015
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Power Center Market Statistics Year-End 2015
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Shopping
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General Retail Submarket Statistics
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2,132,564
727,854
3,544,213

2,347,538

6,319,131

6,492,425

5,117, 678

2,372,631

1,716.129
2,179,169 |
1260,
.l 945 724

318,454

1‘348'”83

7,103,111

2‘556,428

487 7&1
1,293,751
2,925,829
3.07.1,066 ‘

423,733 3
838,790 |
2,083.444
1,.8.08..704
2,365,615 ;
1473452 ﬁ

1,072,886

137 128 .

194‘168

i
-1
1
1
\

23908

142,611 |

18,488

19,932 |

355,231 |

87.135 |

308,373 ‘

201,345 °

224,588 |

197,958 ;

19,319 |

19,428

122, 958

IOD 717

121,004 :

322,025

71816 |
18118§
18,566 |

45077

160,645 |

21,560

17.781 |

81910 :

63,589 |

80,519

15,948

34,500

189,820 :

1?7128

256 610

23,908

142,611

48.488 |

19,932
355,231 {10

87,155

308, 373

201,345 °
224, 588

S 4.7%

197,959 |

100,717 :

121|004'

19426 2

122,958

49,319

72,321 |

33,081

39,442

f10.4%
D oow

322,025 |

71816

18,118 |

18.566

45,077 |

169,645 .

21,560

17,781 |

81,010 ;

63,589

L 3.5%

80,519

15048 |

34,500

189,820

{3z

i
e

CoStar-

3.8%

5.2%

5.5%

41.7%

3.6%

2.5%

4.2%
2%
5.6%
2.1%

3.7% |
]

3.7% |
1.4% |
1.5% |

55%
% |

2.1% |

3.9%

3.4%

1.1%

50% |

4.6%

157510

158,216 |

{16 788) '
(27,601 |

18,993 |

24,251

(127 409}

176,831 |

(34.273)

24,939

5 769

(21 552)

lGl?'iG

(18 388)
9,689
{4,060)
{6,149)
4,542
(56,438)

18,967

18,866 |

(69.826) |

(12,173)

i
1

157,552 |

i

87, 896)

(41 073)

12,798 |

26,42.9

25857 |

(14,457) |

(22,103} |

0

[

150,000

7.000
24,684

158,798

6,298

27,618

Year-End 2015

E o

$12.27

311.06

$4.80

§7.19

$20.04

; o | 51554
c ; 3921
] |

| 32000

| 191,350

38575

73,000

o)

{52095

[ $17.73

$1263

$545
$llOl

$9 41

i

© $14.55
H

I $9.88

‘ $17.19

i $12.17
$12.62
$10I.<171
f $7.73
3 $12:88
1 .$17.21
$.12.00.
! .$9.38
$1454

$9.73

| s7.51

$18,75

: $1315

39 12

$0.00
$4.63

| $10.04

Source: CoStar Property®
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Milwaukee - Year-End 2015

&3 CoStar- Milwaukee Retail Market

Shopping Center Submarket Statistics

Year-End 2C15

Brookﬁeld/New Berii. 3,250,764 |

(164 095)

334,782 | 334,782

Cenlra] Wauke:,ha 43 1,742,430 231,776 | [13 869) 6] 0 $12.87

0

Dodge Bast o3 | 110,734 0 o 0 | $0.00
Dodge West g | 543,651 $5.64

]
107,617 | 107,617 | 19.8% (14092) 0

o .

Downtown East 2 | 109. 700§ 1098 | 1,098 : 1.0% 3.400 o 0 | $11.00

Downtown West o 0 o 0 | 0.0% 0 0 0 . 5000

Fond du Lac 24 1341699 173608 173,608  12.9% 18,057 o o | $7.2

Mayfalr/Wauwatosa 18 894,246 40,237 | 40,237 4.5% (18,075) ¢}

Mllwaukee Bast : 15 453,875 | 36,429 36,429 | 8.0% (4.038) ]

o

Milwaukee Near SW 34 1,850,877 113,668 | 114986 | 8.2% (8.790) 8]

Milwaukee NW 2,119, 135 302,922 | 307,922 | 14.5% 34.594 19,200 0 $8.08

Milwaukee SE 2,542, 047 152777 182,777 | 5.2% 4, 044 ! o} | Q : $1555
! | . . . e . - = ] 3
Mﬂwaukec WLst 8 383,031 182,905 | 182,905 } 47.8% (2 900) ] 6] 4] $2 42

NE/ Delafield

1,161.735; 94,3456 94346 @ 8.1% |

NE/Menomonee Falis 20 155147s§ 96,768 | 105,604 | B.28% |

North Ozaukee

26 1239 012 137 451 137431, 11.1% 188,352 | 191,352 0 $9.38

\Iorth/Sussex

North Shore VI 494,998 15,299 15,299 | 3.1% | 2,117 | 0 o | s2119
North Wac,hmgmn I 26 1,206,192 | 103 377 103,577 86% | 096 0 i 0 131058
H

6 35178.3; 27.850 | 27,850 | T.7% . 3,522

1
!
Outlying Shebo_ygan i 7 379,828 111,179, HLLL179: 28, 3%5} (76.552) | 0 | )

Racine East 40 2800641 363,334 363,334 | 13.o%i (36,533) j 0 o $8,34
Racine West = 8 i 759,964 124584 | 124,584 }64}6 9,426 ' 0 0 ' $12.78
SE Ozaukee/1-43 Corr 8 azver 20,154 20,154 .4.6‘%.: (3080) 0 0 $17.90
SE/’l\fi.u.Skcgo o 366,605 18980 18080 | 5.2%  La00 0 4,300 $1303
Sheboygan ) 1,463,912§ 2680101 268910 . 18. 4%5 ”.31075§ o ' 0 $7.35
SW Outlying Milwauke,, 43 2,205,844 225,648 o 311..09.2 14.1%3. 26,220@ 0 0 5.314.91
$W Oraukee 7  zeoara 787/1 . 7874 1.3,.49.6 - {354) 0 o 0$1352

SW/Mukwonago T 274512 43,201 43201 | 15.7% | (5.027) | o | 0 sszi
Third Ward/Walkers P., L 12,832 ) o | 00% | o o | 0 $0.00

Waiworth Sast ! 12 675,248 | 14,961 | 140961 2.2% | 3375 | o 0 $1294

16 686.642 71872 TLET2  10.5% | 60 | 0 | 0

Walworth West

Washington East 19 848,087 I 94,770 94,770 | 112%; 14,850 | [O ¢}

Washington West % 14 543,361 ‘ 76,587 76,587 | 14 1%’ 693 a 0

188410 | B.4% | 2,682) | o 0

West Allis 2,233,313 i 102,903

Source: CoStar Praperty®
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Year-End 2015 ~ Milwaukee

Milwaukee Retail Market

Specialty Center Submarket Statistics

Central Waukesha

Downtown East
ﬁéwnmwn Wesf ”
Fonddulac
Moy falr/Wouwatosa

Milwaukee East

Nﬁiwaul(ee NW
Miiwauken Sk
Miiﬁaukee West
I\.’Ef.f'Delafit.a]d
NF,/Menorﬁonee Falls
I\.‘o.rt.h Crzaukee .
No.rt].l.Shore. .
North V.Vas.h.inétcn

North/Sussex

Racine East

Racine West

SE/Muskego

Sheboygan

SW Ozaukee

SW/Mukwonago

Walworth East
Walworth West
Washington East

Woashington West

Wesr Allis

Source: CoStar Properiy®

Brockfleld/New Berll.

Dodge East

Milwaulcee Near SW

Dodge West :

Outlying Sheboygan
SE Qzaukee/I-43 Corr

SW Qutlying Milwauke.

1

Third Ward/Walkers P..

! 0.0%"
j. 0.0%
3 0.0%
0.0%
oo%

L 0.0%

L o0% |

L 0.0% -

% CoStar-

0.0%

co% |
o
L S
. .

0.0% |

L 0.0% |

C0.0% !
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0.0% i

Year-End 2015

oo
o ]
SIEE
o 3
SN
~—

o
o
o
=]
]

c
Lo
e
]

[

(]
o
©
Q
o

C ] $0.00

o

30.00

G | 5000

O | $0.00

©2016 CoStar Group, Inc.

The CoStar Retail Report



Milwaukee — Yeur—Eund 2015

4
?‘3 CoStar~

Milwaukee Retail Market

Total Retail Submarket Statistics

Year-End 2015

Dodge Hast

Downtown East
Downtown WHt

Fond du I ac

\'iayfair/Wauwatosa s

Milwaukee East
Milwaukee Near SW
Milwatikee NW

Milwaukee SE

Mllwaukee West
NE/DE]af'eid
NF/Menomone'e Falis =
North.dzau.kee. a
North Shore -
North Washington
North/Sussex

Ouliymg Sheboygan

Racine East

Racine Weat.
SE Ozaukee/I-43 Corr :
'SF/Muskego

Sheboygan

SW Ozaukee
SW/Mukwonago {
Third Ward/Walkers P
Walworth East
Walworth Wést :
Whashington East .

Washington West

West Allis

Brookﬁeld/New Berli.

Central Wdu.kesha

Dodge Waest

SW Dutlying Mﬂwauke

87

97

320
699
1,317

1.022

940

132

368

352

70

272
439
162

139

640

7826480
608 |

289 | 3205764

5 405 252 |

568,821

2 242 264

1,021, 450

4,963,226

4704434
8,170,008 |
113024937
8.155,100
5346985:
saosoe|

3267ﬁ073

3.877, 553 i

2,208, 161

3503&113

680,236 f"'
”1728006 .
.“1L104752;.”
'”ééiaéééj'””
'“ééiggésnu

1,918,196

519&44zj

7, DOG 722

553207§

1,113,402
2,007,276 |
2484952
&578J74;
23215é9;
1615247,

6,026,760 |

488,800

23,508

546,929

8791 046 425944

250,228

160,540 !

237,774
BSé é54
1,808,215
360,736
305,863
195,063

146,087
68,525
190,923

60,941

150,621

814,625

3&272'
41,378 |

3762685

258,455 |

196,400 |

445740

29,434

60,982

81,910

78,550

154,737

110'718;

111,087

292,723 i

488,800

488,386

23,908

49,586

56,018 |
516929 : 1
';55545';
237374;
339574é
LBTSAédé
?507365”
305863 ;
om0 |

154,023 |

258,455

655255

190923§

60,941

160,621 |

814,625 |

196,400

38272 4
”Ajg%gﬂ”"”
376268 |

5514535

26,434

60,882

81910 :
78,550
154337:'
1107185
111,087

3782303

250,228 |

L B.2%

4.2%

7.8%

- 2.2%

5.5%

4.2%

166%§

41% |

5.7%
5.0%

4.7%

L B7%

3.1%

5.4%

- 5.0%

8.7%

| 5.9%

4.1%
2.2%

7.2%

7.5%

4.5%

L 5.5%

3.9%

3.2%

4.3%
4.8%
6.9%

6.3%

5.6%

101%¢

i (40355)_ ¢

(109352) ¢

169964‘

(72010)_ o
28,393 0

207,180 158,798

(8.352) 177,906 |

{16,788} | 0

22, 393 ¢

18,251 ¢

311,480 327,552
.(73864) ' o j
(43063) C
45,496 ' 19205
.ZZIQBQ ) .194j18

2869 | 0

@o11$f

183,308 150,000 |

181,352
11806 |

{3.064)

(2627)5

23,713 7.000

15786 24,684

(59088)5 0

(28286}? 0

12,404 | 6,208

21,402 | 27,616 |

(11,082} ; 0
(22,153) ; 0

19221 |

O

21663 | 0

39,112 | 0

144,347 - 34,825

481,247 ¢

0

0
138,10.{)
90,320

o .
S0,000'

48,136

8,687

2,100 |

0

216,350 |

38,575

73,000

514.08
_.51209
$480
| $6 34 .

518.18

$15.54

$8.88
:$20.62
$i7.28

513.45

$9.03

$10.48

i 8810

$12.34

Source: CaStar Property®

1%

The CoStar Retail Report

2216 CoStar Group, Inc.




Yaar-End 2015 - Milwaukes

Milwaukee Retail Market

General Retail Market Statistics

.. 2015 49

11,338

n,518

11,763

1,866
BT

1
IRLE I
Po1me23

e
i {
]

90,365,121

...90.226,234
90,212,404
... 90,337,133
..50,245,616

90,216,839
89,566,840 |
89,417,284 1
89,211,847
88,781,192

8,422,340

87,479,032

90469259 1
90,425,705

..20,296,447

187,850,919 |

5,650,038

3633
3,660,434

3,687,427 |
3,787,878
4200290 |

4,094,874
4,108,248

4,036,855
3,768,210
3,524,823

3367996 1

3,243,470

4,218,285

4,209,743

3,806,199

3,274,182

L5A8979

37290
| 3,756,069
3,856,520
420,082
4,208,111

212480 0 40

4.1%
42%,

43%

47% |

4.7%

AT%

4153819 |

4260055
4,163,500

4.6%
4,7%
4.8%

A

3,585,180

4.3%
A%
3. 7%

391,134
(56,577
Jes880 |
4281 1

28,576

585535 ¢
. 205,480

2
%% CoStar’

9

.

289,603

38,95

255,827

33402 | ¥

1,551

350,402
60,889 |
92,791 |

L Re B By ST

574,816

s
21,169

768,474

" ze4002

0 623,685

43 59e580

R AR

W JP0208

95087
50,057

8z |

L 104698 1
454,631 |

LA
13830

e 39,36
587,849

Year-End 2015

606,378

7,78

| 440,863

350,664

439,558

130,274

548,729

556,465

(221,885
L A97,469

335,339

365,205 1

P$10.50 |

L §10.38

[ si0se
.. 186,094 4
.. 15,466

L She7

510,40

Si0.73”
$10.70
1087
51075
$10.63

510,05
$10.51
.27
311,49

$10,70

Sourca: CoStar Property®

Mall Market Statistics

20153q 113

20150 B
Wi |1

02 |’

~ 2010 12

2008 12

2006 1

20529 |13 L

201449 | 2
Rou3g L TR

Wi § o 2
2013 7

am e
2009 12

2007 ¢ 1|

2,130,196

9130198 1

9,130,196

280,196
9,150,196

2,130,196

9,130,196

9,130,196
. 2180.196

" o130,196

8,909,182
8,822,174

9,524,514
932,314
9132314

1,331,808

1385874

1,334,094
1,330,869

(1234839

1,234,839

1234839 1

1,154,284
1,124,725

166,479 5
1,089,433
099,130

1,168,355
1,160,696
1,160,559

1,297,034 1 13.7%
1,392,778 14.9%
1,366,843

1,395,063

1591838 1 15,
1,234,859

1,234,839

1,124,725

Lis6,479 |

1,122,517

Ala7ea 6% |

1,249,978

1,160,559

1,254,839
1,154,284

C7seds | Ba% |

196,065 |
(L789)
a

{188,999 1

0 |

L AB0555)

(25,559) |

IR

(33,962) |
24,647
102,814
146,682

e

(60,207}

192,000
e
2118

0

o
. 87,008
132,768

-] QOO

MIOID 0000 GO0 M B

Year-End 2015

430,352

570,352
728,000

332,000

| B3ams

334,118
0

_ 57,008

oooooo oo

86,81

59.48
5948
59.08
$9.09
L5909
$9.09
$9.09
8209
59.09
S8E7
58.72
5897
L3876
518,34
$1547

Source: CoStar Property®

Power Center Market Statistics

Year-End 2015

0153 1
20152g | 12
201519 12
0M44q | 12
201439 12

20141 |
LAE

LA
..2018
2009

w07 1o
2006 19

20154q 12

aouz 0
: 1
012 | 1l
1
1l
1

2008 10y

4,316,71t
4,316,711

4,316,711

C A

4,318,711
4,318,711

4,316,711

" 4,064,462

4,064,460

4,064,462

L Aizaed o

4,017,462

L9975 L
37eo02

3,499,805

3.409,900 1

356,885

363,402
352,137

357,466

352,292 |
L ADAE4Z
411,931

38,769 1L

330,769 !
441,323
333,51
320,285

37352 0
126186

14,505 |
79,619 |

363402

_a008n
| 406,200

401,026
453,27¢

490,057 |
387,407

374,81 |

406,086

166,303 |
4.4%

154,422

19,736 ¢

8.3%

84%

9.5%
9.4%

9.3%

2.10.5%
450,665

10.7%

1% 4
9.6% .
9.3%

45%

3.5%

71

37,469

L5329
(50743 0

52,250
L7388

9,087
L2000

110,554

(85,650)
(13,226)

54,572

L3700 4
306,316 ¢

55219 |
59,132 |

winiwiwio solo o sioo oo
o)

I 47,000
0

22,667 |
276793 4

T 2iee

L 89,905
0 452,505

LN DIH OO . OO0 OOoaC

0

252,249

252,249
252,249
0

S
o 22087

276,460
139,508
18,404

o D;O’D DO

5180

$4.80
3537
$5.55
$5.74
552
$5.93
L5781
$8.29
$17.96
$i6.77.
§17.65
$19.08
$17.07
§17.53
$17.50

Zourca: CoStar Froperty®
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Milwaukee -« Year-End 2015

% CoStar- Milwaukee Retail Market

Shopping Center Market Statistics

Year-End 2015

01549 ©
A0S 35q L
2015 29
2M51q
L2014 4q
Wl43q |
L2emrg G ;
2041 1 696 | 35451129
2013 L 496 35,451,129 | 3,585,585 1
L2012 0695 35273223 1 3,620,865
20111690 1 34,857,525 | 3,747,036
L2010 1688 | 34718039 | 3716531 | 3,910,92
2009 34447306 | 3,405,353 | 5,725,493 % R
2008 3423761 3036674 | 31950688 | 9.3% | 583449 . 21 575 | 8 : 185008
L2007 4675 0 33042247 | 3093656 | 3207675 : 9.5% | 1152756 | 55 |  1380,820 b 425,396
2006 i 648 | 32,261,427 | 2,908,858 | 2,979,559 1 9.2% | (291,070) 33 580,789 39 - 945191

Sourea: Cobtor Property®

699 1 .. 35,678,810
L899 1. 35098810 | .
35,698,810 |

3,884,081 |
3,738,238 |
3,815,736
3.770,28

| 2,087 § SN0
D 277 L §1094
112,787 1 $10.87
323339 1 Sng
_ 326,652 i  $113
334,581 1 51127
14,000 {5123

D .

111,558 |
(320,617 1
12,167

210,552
o 10000
AT

;
b

... 099 1 55 i

1097 35,488,258 §  3,56049
097 | 35478258 | 3,604,508
i ;

1 |

! i

(51,564) |
i

696 | 35,451,129 3,588,778 3,715,077
696 | . 35451129 | 3526814 | 3653113 120,726 |
3,614,640 | 3,773,839 126,793) |
3,747,046 5 10.6% | 206569 |
55,776 |
92,626 | )
. 85299 270,733 .
(296,260 233,545 263,938

71,906
415,698
139,486

Nieo D oo omano o
o
TS ITOPIRI=S IGPORTS RIS FNE G IO N

Specialty Center Market Statistics Year-End 2015

58,12 6,269 . 6209 .
438,127 | 6,269 L8269 1 14%
45827 1 8769 | 8769 |
438,197 10,167 | 10,107 ¢
458727 [ 0007 0o 10007
43827 | .67 i 10007 | 23% |
438,127 7807 1287 1% L
43807 7607 7807 0 17% F
438,127 7,607 7,607 i
438727 . JLB38 . 11838 1 27%
290,321 | 19,438 ¢ 19,438 |
290,321 ¢ 29,009 | 29069
LB s 2LTEL 96
; B 290,321 , 19,800 . 19,800 K
! 0820 | 7338 7,338 .
i 290,321 1 16,122 16,122

2015 3q
JAsZq o
20051 1
204 4q |
20143 |
01429 |
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o3
2012
Lo
2010 |
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2008
2007
2006

Source. CoStar Propesty®
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Total Retail Market Statistics Year-End 2015

2154q | 15,243 1 140,610,481 | 8947235 L 9356752 | 6.6% . P _
0153q ¢ 13,238 | 140,203,665 | 9024768 - 9,337,485 | 6.7% 322,969 389,256 1 20 1,472,500 [ $1050
9529, 13,235 1 139,882,409 8979.067 1 9339196 | oT% 1 13407 20675 19 528636 | £10.40

JAgrs49 o 7

! 5

_ : TR 3

150§ 13,233 | 139,740,531 | 8922596 | 9310727 | 67% 13,612 & 191,600 § 16 . 113120 | $10.48
4

2

9

3

516,816 ; 24 ¢ 1,178,815 1 $10.71

0144q | 13229 | 139589526 | BBE5203 9073334 | 66% | 37444 LA0959 16 01633 | S10.61 )
0143 13225 | 139,548,567 | 9,026,144 | 9289819 | 6.6% | 232,728 | 29 115 1,019,363 | $10.70
20142q | 13226 i 139,673,294 | 9,381,481 | 9,627,276 | 69% | 318389 ! 347,286 9. 379,205 | $10.73
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Historical Rental Rates
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The Optimist Sales Index
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Deliveries, Absorption & Vacancy Historical Analysis, All Classes
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National Suburban Office Market

Conslstent quarterly declines in
the national subugban office market’s
overall vacaney rate continue to in-
spire investors to search for invest-
ment opportunities despite a belief
among many investors that investment
prospeets are better for center city
office buildings than for suburban
pnes in the near term, In Emerging
Trends in Real Kstate® 2016, subue-
han affice investing ranked as the 13th
preferred investmrent prospect out of
16 property tvpes included in the pub-
lication, By comparison, center city
office bullding jnvesting placed eighth.

when analyring potential acquisi-
tivns in this office murket, some

aggressive with their underwriting as-
sumptions than they were al the start
of the year In certain instances, “Cash
flow assumptions have been mainly
steady, but more aggressive in select
top cities,” shares & participant. “Qur
gssumptions have beew about the

- same for the past yvear for investing in

suburban office,” reveals another,

A “consisterit” outtook for this
market ig evident when looking at the
key indicators in Table 5, where the
average overnil cap rate posts the
largest shift - a mere deciine of six
baais points, “Outside of top-per-
forming suburhs, Hke San Franeisco,

there are few changes for this sector,”

KEY 4Q15 SURVEY STATS*
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Fourth Quarter 2015
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Year-End 2015 ~ Milwaukee

Milwaukee Office Market

?:} CoStar -

Milwaukee's Vacancy Increases to 9.9%
Net Absorption Negative (191,885) SF in the Guarter

he Milwaukee Office market ended the fourth quarter
2015 with a vacancy rate of 9.9%. The vacancy rate was

I upover the previous quarter, with net absorption totaiing
negative (191,885) square feet in the fourth quarter. Vacant
sublease space decreased n the quarter, ending the quarter
at 206,563 square feet. Rentai rates ended the fourth quarter
at $16.00, an increase over the previous quarter. There was
2,462,572 square feet still under construction at the end of the
quarter,

Absorption

Net absorption for the overall Milwaukee office market
was negative (191,885) square feet in the fourth quarter 2015,
That compares to negative (75,080) square feet in the third
quarter 2015, positive 329,840 square feet in the second quar-
ter 2015, and positive 185,888 square feet in the first quarter
2015,

Tenants moving out of large blocks of space in 2015
include: Wells Fargo Bank, N.A. moving out of 240,675 square
feet at 11200 W Parkland Avenue; Minacs Marketing Solutions,
moving out of 29,444 square feet at 310 W Wisconsin Avenue;
and Airgas Safety, Inc. moving out of 13,113 square feet ot
12000 W Park Place.

Tenants moving into large blocks of space in 2015 include:
Kohls Corporate moving into 80,569 sguare fest ot 7800 N
113th Street; Northwestern Mutual moving into 54,594 square
feet at 411 East Wisconsin Center; and Seeds of MHealth Inc.
maving into 30,520 square feet at 2745 §135th Street.

The Class-A office market recorded net absorption of
negative (173,260} square feet in the fourth quarter 2015,

compared to negative (70,637) square feet in the third quarter
2015, positive 274,554 in the second quarter 2015, and positive
2,844 in the first quarter 2015,

The Class-B office market recorded net abserption of
negative (15,749} square feet in the fourth quarter 2015, com-
pared to positive 57,849 square fest in the third quarter 2015,
positive 33,682 in the second quarter 2015, and positive 335,346
in the first quarter 2015,

The Class-C office market recorded net absorption of
negative (2,876} sguare feet in the fourth guarter 2015 com-
pared to negative (62,292) square feet in the third quarter
2015, positive 21,604 in the second quarter 2015, and positive
149,696 in the first quarter 2015.

Net absorption for Milwaukee's centrol business district
ws negative (56,069) square feet in the fourth gquarter 2015,
That compares to negative (1,927) square feet in the third
quarter 2015, positive 12,464 in the second quarter 2015, and
positive 103,891 in the first quarter 2015,

Net absorption for the suburban rnarkets was negative
{135,824) square feet in the fourth quarter 2015. That com-
pares to negative (73,153} square feet in third guarter 2015,
positive 317,376 in the second quarter 2015, and positive 81,997
in the first quarter 2015,

Vacancy

The office vacancy rate in the Milwaukee market arean
increased to 9.9% at the end of the fourth quarter 25, The
vacaney rate was 9.8% at the end of the third quarter 2015,
27% at the end of the second quarter 2015, and 9.8% at the
end of the first quarter 2015.

Vacancy Rates by Class 20062015
——y e B e () Total Market
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Milwdukee — Year-End 2015

5:2 CoStar-

Class-A projects reported a vacancy rate of 10.2% at the
end of the fourth quarter 2015, 9.0% ot the end of the third
quarter 2015, 8.5% at the end of the second guarter 2015, and
8.5% at the end of the first quarter 2015,

Class-B projects reported a vacancy rate of 10.4% at the
end of the fourth quarter 2015, 10.4% ot the end of the third
guarter 2015, 10.5% ct the end of the second quarter 2015, and
10.6% at the end of the first quarter 2015,

Class-C projects reported a vacancy rate of 8.3% at the
end of the fourth quarter 2015, 8.6% at the end of third quarter
2015, 8.4% at the end of the second quarter 2015, and 8.5% at
the end of the first quarter 2015,

The overall vacancy rate in Milwaukee’s central business
district at the end of the fourth quarter 2015 increased to 8.4%,
The vacancy rate was 8.0% at the end of the third quarter
2015, 8.0% at the end of the second guarter 2015, and 8.1% at
the end of the first quarter 2015,

The vacancy rate in the suburban markets changed to
10.3% in the fourth quarter 2015. The vacancy rate was 10.3%
at the end of the third quarter 2015, 10.2% at the end of the
second quarter 2015, and 10,3% at the end of the first quarter
2015,

Largest Lease Signings

The largest lease signings occurring in 2015 included:
the 124,550-square-foot lease signad by Mofina af 17200 W
Farkland Ave in the Milwaukee County market; the 80,549
square-foot deal signed by Kohls Corporate at 7800 N 115th St
in the Milwaukee County market; and the 78,082-square-foot
lease signed by Zywave at 10100 W Innovation Drive in the
Milwaukee County market.

Sublease Vacancy

The amount of vacant sublease space in the Milwaukee
market decreased to 206,563 square feet by the end of the
fourth quarter 2015, from 227,480 square feet at the end of

U.S. Vacancy Comparison

IPast 10 Quarters

w1 | wanisee

-1 nited States
14.0%T -

12.0%+

Vacancy Rate

=
=]
B

2.0% 1+

0.0% } } + } {
2013 3q 2014 1g 2014 35 2015 1q 2015 39

Sonrce: CoStar Property®

Milwaukee Office Market

the third quarter 2015, There was 233,006 square feet vacant
at the end of the second quarter 2015 and 241,299 square feet
at the end of the first quarter 2015. -

Milwaukee's Class-A projects reported vacant sublease
space of 57,265 square feet at the end of fourth quarter 2015,
down from the 68,650 square feet reported at the end of the
third quarter 2015, There were 50,298 square feet of sublease
space vacant ot the end of the second guarter 2015, and
53,264 square feet at the end of the first quarter 2015.

Cluss-B projects reported vacant sublease space of
144,986 square feet at the end of the fourth quarter 2015,
down from the 158,530 square feet reported at the end of the
third quarter 2015, At the end of the second quarter 2015 there
ware 182,408 square feet, and at the end of the first quarter
2015 there were 206,435 square feet vacant.

Class-C projects reported increased vacant sublease
space from the third quarter 2015 to the fourth quarter 2015,
Sublease vacancy went from 300 sguare feet to 4,312 square
feet during that time. There was 300 square feet at the end of
the second quarter 2015, and 1,600 square feet at the end of
the first quarter 2015, '

Rental Rates

The average quoted asking rental rate for avallable office
space, alt classes, was $16.00 per square foot per year at the
end of the fourth quarter 2015 in the Milwaukee market arag.
This represented a 2.0% increase in quoted rental rates from
the end of the third quarter 2015, when rents were reported at
$15.68 per square foot.

The average quoted rate within the Class-A sector was
$19.56 at the end of the fourth quarter 2015, while Class-B
rates stood at $15.58, and Class-C rates at $11.93. At the end
of the third quarter 2015, Class-A rates were 518.61 per sguare
foot, Class-B rates were 515,49, and Class-C rates were 511.64.

The average quoted asking rental rate in Milwaukee's CBD
was $19.62 at the end of the fourth quarter 2015, and $15.13 in
the suburban markets. In the third quarter 2015, quoted rates
were $18.29 in the CBD and $14.88 in the suburbs.

Deliveries and Construction

During the fourth quarter 2015, no new space was com-
pleted in the Milwaukee market area. This compares to noth-
ing completed in the third quarter 2015, ane building totaling
300,200 square feet completed in the second quarter 2015,
and nothing completed in the first quarter 2015.

There were 2,462,572 square feet of office space under
construction at the end of the fourth quarter 2015,

The only delivery in 2015 has been Kohl's Innovation
Center, a 300,200-square-foot facility that delivered in second
quarter 2015 and is now 100% occupied.

The largest projects underway at the end of fourth quar-
ter 2015 were Northwestern Mutual Tower and Commons, a

2 The CoStar Office Report
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Milwaukee Office Market

1,1G0,000-square-foot building with 100% of its space pre-
leased, and Corporate & Technolegy FPark, a 500,000-square-
foot facility that is 0% pre-leased.

Inventory

Total office inventory in the Milwaukee market area
amounted to 78,721,863 square feet in 3,654 buildings as of
the end of the fourth quarter 2015. The Class-A office sector
consisted of 13,832,417 square feet in 91 projects. There were
1,471 Class-B buildings totaling 47,889,295 square feet, and
the Class-C sector consisted of 17,000,151 square feet in 2,092
buildings. Within the Office market there were 188 owner-
occupled buildings accounting for 8,580,215 square fest of
office space.

Sales Activity

Tallying office building sales of 15,000 square feet or larg-
er, Milwaukee office sales figures rose during the third quarter
2015 in terms of doliar volume compared to the second quarter
of 2015.

in the third guarter, nine office transactions closed with «
total volume of $40,564,000. The nine buildings totaled 522,301
square feet and the average price per square foot equated to
577.66 per square foot. That compares to seven transactions
totaling $33,761,800 in the second quarter 2015, The total
square footage in the second quarter was 341,788 square feet
for an average price per square foot of $98.92.

Total office building sales activity in 2015 was down
compared to 2014, In the first rine months of 2015, the
market saw 26 office sales transactions with a total volume
of $169,585,800. The price per square foot averaged 5110.08.
In the same first nine months of 2014, the market posted 23

. 4
"} CoStar-
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transactions with a total volume of $175,218,698. The price per
square foot averaged $95.17.

Cap rates have been higher in 2015, averaging 8.85%
compared to the same period in 2014 when they averaged
8.07%.

One of the largest transactions that has occurred within
the last four guarters in the Milwaukee market is the sale
of Riverwood Corporate Center in Pewaukee, This 205,646~
square-foot office building sold for $26,026,800, or $126.56 per
square foot. The property sold on 4/14/2015, at ¢ 10.02% cap

rate.

Report complled by Resecrch Manager, Ryan Forman, and the
Wisconsin Reseorch Tearn,

©2014 CoStar Group, Inc,
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Milwaukee Office Market

Historical Deliveries

1982 - 2015
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CONSTRUCTION ACTIVITY Markets Ranked by Under Construction Square Footage
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Recent Deliveries
Leased & Un-Leased SF in Deliveries Since 2011
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Historical Construction Starts & Deliveries

Square Footage Per Quarter Starting and Completing Construction
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RECENT DELIVERIES BY PROJECT SIZE Breakdown of Year-to-Date Development Based on RBA of Project
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Recent Development by Tenancy Existing Inventory Comparison
Based on RBA Developed for Single & Multd Tenant Use Based on Total RBA
2015 Deliveries Currently Under Canstruction By Class By Space Type

B Muitl Bsingle B/ Multi B/single BCiass A BClassB BEClassC B Mulu BSingle

Source: CoStar Property® Source: CoStar Property®

4 Tha CaStar Office Report ©2016 CaStar Group, Ine,




Milwaukee — Year-End 2015

% CoStar-

Milwaukee Office Market
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1,685,767

87,000

156,164

100,060

500,000

$0.00

$21.76

$0.00

$16.06

50.00

$0.00

$14.32

%0.00

$0.00

$19.65

Source: CoStar Property®

Class B Market Statistics

Bodge County
Downtown

Fond du Lac County
Milwaukee County
Ozaukee County
Racine County
Sheboygan County
Walworth C.o;mty.

Washington County

Waukeshia County

Source: CoStar Property®

26

151

41

488

113 |

61

82

36

78

397

444,388 |

13,522,574:
705,856 |

|
15,366,169 !
1,847,135 °
2,120,020 :
1,681,944 |
204221

1,704,210

10,402,768 |

42,045
1J5633£
7&767?
1,894,202
152,470
86J5TE
87245;
29ﬁ16§
130777;

1,171,858

42,045
1A7563Q
74,767
1972582;
157554;

86,157

87245

150,887 -

1,194,380 |

B8.7%

10.8% -

12.8% |

2.6%

4.1%

5.2%

10.0%

8.9%

11.5% :

1J34§
95,561
05437f
(105.488)
QGAZQ:
(4.707) |
41,880
3,595
115123

102,204 |

Year-End 2015

12,600

11,141

$10.88

$515.30

$15.68

514,83

$17.22

510.04

$14.50

$15.45

The CoStar Office Report

©2016 CoStar Graup, Inc.




Year-End 2015 - Milwaukes

Milwaukee Office Market

Dodge County
Downtown

Fond du Lac County
Milwaukee County
Ozaukee County
Racine County
Sheboygan County
Walworth. CoutlLy
Washington County

Waukesha County

Source: CoStar Property®

Dodge County

Downtown

Fond du Lac County

Milwaukee County

Czaukee County

Racine County

Sheboygan County

Walworth County

Washington County

Waukesha County

Class C Market Statistics

49

96

68

840

95

321

83

134

89

337

Total ffice Market Statistics

76

260

108

1349 |

210 -

383

186

170

145

786

163,805 | 14,7652 |
| ;
2,271,5793 116,167 |
464,632 56.208
6,989,584 625689
473337 | 74,125
2,488.615 267.050
558,105 9.970
589,146 | 56,375
404.207 | 19348 |
25971411 160,591

628,217 |

21,128,545 1778390

1,170,488

255447200 2933401 |

2,230,751 243,453 |
4,886,085 | 353,207
I |

2,329.830 109,774
883,367 85.881
2108417: 150,125,
17,811,442 1,734,334

56,797

130,975 .

14,752

119,879
56,808
625,689
74,125

267,050

9,970

58,375
19,348 !

160,591

56,797 .

1,803,144

131575
3,032,703 |
248,537
353,207
109,774
85,801
170,235

1,797,047 .

ﬁ} CoStar-

10.7%

1.8%

9.6%

4.8%

6.2%

7.2%

4.7%

i

!

2673) | 0
(39.323) | 0
{11,589) | o |
87.454 | 0
(14,998) : 0
53,018 | o
10,642 o

1716 0
3.798 o
18,086 0 |

{1,539) 0
46,616 ‘ 0
(7.726) 0
(209.135) 0
(32.724) 0
48,311 o}
52,781 0
5311 0
21,31 0
345,557 ‘ 300,200

0 $12.13
1,666,767 | $10.27
87,000 | $10.68
196,164 | $14.80

0 $13.76

0 $11.92
100,000 ; $15.88
0 $10.47

Year-End 2015

0 $13.27
0 | s1473
0 $10.34
$12.03
0 | $9.85
$8.55

$11.75

511.14

$10.89

0 | $12.57

Year-End 2015

12,500 | $14.07

!

511,141¢ $18.20

Suurce: CoStar Property®

22014 CoStar Group, inc.

The CaStar Oftice Repott




Milwdukee — Year-End 2615

2% CoStar- Milwaukee Office Market

Class A Submarket Statistics Year-End 2015

Broakfield/New Berli. 1,639,017 234,606 (57.139)

1,471,517 146,570

Central Waukesha 18 (20,7486) 0 O $18.00

Dodge East 3 1 20,024 0 . 0 0 0 $0.00

Dodge West i 0 ¢ o 0 0 0 0 $0.00

4,395,232 | 349,896 352,038 |

Downtown East g9 (25,707) 0 1,458,017 | $23.90

Downtown West 4 939,161 155,696 | 155,596 15.6% 16,085 8] 0 %1624

i

L 00% | o 0 | 87000 | $C.0C

Fond du Lac o o o 0

Mayfair/Wauwatosa 10 1,568,583 113,437 | 128,359 | 8.2% ! 12,765 | 0 196,164 | $17.20

Milwaukee East 2 196,740 36,236 | 36,236 | 18.4% | (15.302) | 0 0 | $16.10

Milwaukee Near SW (VI 0 (c 0 OD%= G 0 0 $C.00

Milwaukee NW 5 767,751 | 269,837 260837 1 351% |  (188.564) o | 0 ! $1557
Milwaukee SE 2 364,146 o 0 i 00% 0 0 0 | $0.00

Mitwaukee West 0 | 0 oo o ! oo% 0 o} 0 | $0.00

$0.00

6787 | 6787 | 5.9% | 0 0

o

NE/Delafield 2 114,682

NE/Menomonee Falls 9 1,630,303 47,148 54,113 3.3% 303,152 ‘ 300,200 0 $22.75

0 | 5000

North Ozaukee 2 110,279 16,858 | 16,858 | 15.3% 8,700 | 0

North Shore : 0 0 o 0 | 00% | o 0 0 | $0.00

North Washington: o 0 0 0 | 00% o 0 0 | $0.00

North/Sussex 0 1 0 0 0 ;0.0% 0 0 0 50.00

Outlying Sheboygan . o . 0 9 0 00% o | 0 0 | $0.00
Racine East ] L 277,440 o o 00% | o 0 0 | $0.00
Racine West | 0o 0 o 0 00% | o 0 o | 3000

SE Ozaukee/1-43 Corr | o ! 0 0 0 . 00% | 0 0 o | 3000

SE/Muskego 1 56,014 0 0 jo.O%E o | 0 o $0.00
Sheboygan 1 89,781 12,559 12,550 | 14.0% | 259 0 100,000 | $14.32

SW Outlying Milwauke. 0 0 o . 0 . 00% | o ! 0 o $0.00

SW Ozaukee o 0 o 0 00% | 0 | o o | $000

SW/Mukwonago : G 0 J‘ o 0 00% 0 ¢] ‘ o i $0.00
Third Ward/Walkers P. c o o o 0 00% | o | o 97,750 | $0.00

Walworth East S o | o 0 . 0.0% o o o | $0.00

Walwarth West 0 0 $0.00

=
=
o
=
=
o
o
=]

Washington East o . o} o) $0.00

Washington West | 0 o 0 0 0 | $0.00

West Allis | 2 | 281,747 | o 0 o | $0.00

Source: CoSar Property®

10 The CoStar Office Report ©2016 CoStar Group, Inc.




Year-End 7015 - Milwaukee

Milwaukee Office Market .3 CoStar-

Class B Submarket Statistics Year-End 2015

Brookfield/New Berli. : 158 4,511,705 604,183 | 606,069 | 13.4% 121,146 0

(o]
Y
—
o
Pm
w

Central Waukesha ! 128 3,514,741 369,670 390,306 1.1% | (11,280) 0

|

i
Dodge East . . ; . 2z . 46,158 o 0. o O O.G% 0 . . O 5 Q % $D.{.)D.
Dodge West , 24 i 308,232 42,045 42,045 10.6% 1,134 ; 0 § 0 } 511.93
Downtown East : 85 b 6489396 617,840 . .630,8.46 . 9.7% i . {11,246} j V . D g 0 j $17.92
DO\INHEO\.IVH Wcst ' 32‘ i . 4,992,062 h 25:’)‘3‘,8‘5‘4 . ;E'.93,854 5.9% S - 39,256 . ) 0 E ] 1 $16.27
Fénd du Lac E 41 705,856 z 74,767 74,767 | 10.6% ; (16,137} ! 0 é 0 1 510.88

Maytair/Wauwatosa | 86 2861773 447,598 . 447,598 1 15.1% {3,052} 0 0

“
fi
@
P

o

Milwaukee Bast 2.114.518; 328,033 | 328033 | 15.5% 6.455 | 0 0 481276

Milwaukee Near SW ¢ 520,772 28,000 | 29,000 5.5% 20} 0 0 §11.12

o
o
@
—
@
W
sy

Milwaukee NW 3,608,377 477,729 543,672 | 15.1% (176.812)

; RE4.08

Milwaukee SE 1,004,891 175,654 1,469 |

Py
H =
~
o}

Milwawkee West : 1,202,264 19,691 {440) 0 0 $12.00

NE/Delafield 888,761 73824 (17,286)j 0 | 0 51881

NE/Menomanee Falls | 059,304 81,816 3,611 0 0 510.27

North Ozaukee 574,950 67,206 70,551 | (22,663) | | $15.59

(=)
N

Nerth Shore 968,171 108,282 109,282 {7.040) 0 0 : $17.53

864,803

()
]
=]
. Q

North Washington 68,743 (4.021) | $13.08

North/Sussex 84,875 10,129 3248 | 0 0 ! siie4

292,921 | o | o0% 27,390 | 0 0 | $0.00

QOutlying Sheboygan

Racine East i 83,657 4.3% | (4,707} | 0 0 $14.80

Racine West 2500 , L6% | o 0 0 | $16.80

SE Ozaukee/1-43 Corr | H86,500 | 83,591 | 85,330 | B6% | (3,763} | 0 0 | $15.68

SE/Muskego 351531 | 2,000 2,000 | 0.6% o 0 0 | $0.00

i : H H

<

Sheboygan . e5 1,380,023 87245 . 87.245 © 63% 14,490 | 0 51722

SW Outlying Milwauke.; A1 782,929 | 79.132 70132 10.1% (10,589) | 0 0 i $18.60

SW Ozaukee & 85,685 1673 1673+ 20% 0 0 0 | 51699

SW/Mukwonago P9 90,801 | 27.246 27,246 : 30.0% 2865 0 0 | $13.71

Third Ward/Walkers P.; 34 ! 2041116 245037 250037 | 12.3% 68,221 | 0| 0 51858

Walworth East T 198,497 22,085 . 22,085 | 11.1% 3595 o ! 0 . 51174

Waiworth West oo 95,724 7431 7,431 | 7.8% o 0 | 0 | $7.04

H

Washington East , : 486,796 | 43,186 | 563,206 | 13.0% 23,693 0

Washington West 352,521 18,848 | 18848 | 5.3% | (2,160) | 0 |

84,541 | 0

West Allis P4z 2,114,474 228,183 240,620 | 11.4%

Source: CaStar Property®

©2016 CeStar Group, Inc. The CoStar Office Report 1




Milwaukee ~ Year-End 2018

9:} CoStar-

Milwaukee Office Market

Brockfield/New Berli.

Dodge East

D.ov.dg.e V;i.e.e;t. R 39
Downtowa Bast |
DIO;N;.I.}LOWII West 20
vonddulac | o8
Mayfair/Wauwatosa | 74
Miwaukes East | 88

Milwaukee NW 122

NE/Menomonee Falls 17

North Shore 24

Nc;rth Washington e 36
North/ St;ssex . 6
Qutlying Sheboygan 27
Raclne East . 253
R;a.cine West 38
SE Ozaukee/1-43 Corr | 17
SE/I.\At..ls.kego . 17

Sheboygzan , 56

SW Qzaukoc i 21
SW/I.V.Eul.(wonag.c.a. . : . 22
Third War/Walkers .| 45
W.e.llwnrfh Fast o ‘ .58
Walworth West

Washington East

Source: CoStar Property®

Central Waukesha ‘ 117

i ;
i 10
!

31 |

Milwaukee Noar SW 105 :
Milwaukee SE 125 ;
Milwaukee West 106 |

NE/Delafield 66

North Gzaukes 57

SW Outlying Milwauke.. 83

Washington West ! 13

West Allis | 113 |

Class C ubmarket Statistics

904,980
931,827
25,094

138,711

537,901 ‘
593,068 |
464,632 |
558,005

846,658 |

817862 |

862,017

1,062,637 |

434967 |

63.748 |

261.750 |

114,172
R
206,367

17,244

117,652 |

1,818,363
570,252
118,538

118,788

440,453 |
5G4.202

03.051

125,587 |

1,140,610 |
286,853 5
302,203
142665 |

56175 |

1.074,147 |

46,650

1.089,884 |

104,712 -

21,601 :

19.892 |
éf‘,115 .

o 5
14,752 .
48,708 - 500,420
17.798
5.6.208 56,808
28,252 _
. 46,850
60,054 69,654

116,103

82572
50420
. 13170 . 13,170
48780 R
S T 2.1501
19.3.48 .5 . .1.9.'348.
0. O
. 6570
259,847
7,203
22,145
. 3,880 3,886
3,400 3,400
65.333 : 65,333
3,250 3.200
8,114
51.663 ..
49.475

5,800

19,892 |

14,752 |

28.252

6,570

67,115 |

i

© 0.4%

17,796 |

2.2%

7.2%

0.0%

10.6%

3.0% |

SR
;12.2%

:
‘

i

R ]
i 5.5% |
' i

1

)

5.1% |

L 6.3% |

.116,103.
4Tz
82572
50420

B
S
S
el
Froame
Fioay

259,847 |

L 3.3%
L 11.6%
6,114 |

51,663 .

49,475

14.2%

12.1%

7.8%
11.6%

i
i
:

18.6%

13.5%

1.3%

18.7%

08%

3.1%

21,780

(01

0

(2.873)
14,651 |

26,000

{11,589
(17,217)
9,400

'3’%68"5

12,046

84186

4,449

(3.293)

0

498

0

2,654

312

0
7.‘98;8
{1,390
669
0
(79.974)
{1,300
3,018
2.700

1,400

]

)
4
i

{1.000)

{14,667)

37,567

i
i
i
H

52.706

Year-End 2015

$15.35
0 511.39
0 $0.00

0 $13.27

8] $8.65

o 1237

O ! $10.34
0 | $1204

0 %1408

$11.78

0 81342

O

$7.87

¢} $8.33

<
[
p—
.
o
W]

I $13.12

Q

8] $11.64
0 ! $15.77
0 $11.59
0 | 310,10

0 | s000

0 ; $7.44

0 | $13.79

Tha Co3tar Office Report

©2016 CoStar Group, Ine.




Year-End 2015 - Milwaukee

Milwaukee ffice Market

Total Office Submarket Statistics

Brookfield/New Berii

Central Waukesha

Dodge East

Downtown Hast
Downtown West
.l";on(.l du Lac |
N.Iéy;[.‘ai.l;/’“;’a.m.}v.amsa
f\;fl.ﬂw.au.l.(e.e Ee;st )
I.Vlllwaukcc Near SW
I\;iilwa;lkee NW
I\.fii]waukee SE
l\'rIi]wauke‘eE West
NE/Delafield

NE/Menecmonee Falls

Nerth Ozaukee

North Shere

North/Sussex
Outlying Sheboygan
R.ac.i.n.é ..ﬁ.as.t ...........
Racine West

SE Ozaukee/-43 Corr

SE/Muskepo
Shébosfga.r.l - E
SW Outiying. l\;f[ﬂ\..fva.u.ke..g.
SW Ozaukee
SW/Mulewonago i
Third Ward/Walkers P]
Walworth East :
Walworth West

Washington Last

Washington West

West Allis

Dodge West

Nerth Washington i

13

122

249
164

139

263

114 |

62

68 |

81 |

31

122

124

27

31

79

83

87

50

28

157

o2 |

6,855,702

11,422,529

2,264,801

2,653,405 :

1.070,260

724,764 |

3.480.368

5,918,085

91274 |

536,943

6,524,291
1,170,488 i
5,088,361
3.157916 :

1.610,656

5,193,890

2,321,054

1,439,410 |

946,975 |

1,080,343 |

102,119

410,573 |

4,161,321 |

1,105,036 |

526,333 |

1,919,257 |

1,?;47,131§
178,736
216,388 |
3181726 |
485,350
308017 |
629,461

408.696

132,844

580,121 |

0

828,681 |

1,014,444 |

467,246 |

(30,975 |

580,287 |

410,919 |

08,054

863,659 |

I
102,163 |

145,132

130,883

280,366 |

131,031 |

88,001 |

0,129

8,570

9,703

105736

5.880

313,504 .

103,204 :

144,465 .

1,873

33,360 °

296,700 :

TL560

14,331

43,186

18,848 |

319,595 |

56,797 |

¢

56,797

860,557 |

603,891 |

1,033,208 |

167.246 |

131,675

804.209 |

410919

98.054

928,612 -

PBI%

280,366 |

102.163 }

131,031 ;

152,069

136,189

130,883 :
10,129 ;

343,504 .

9,703

107,475

88,001 !

6570 :

5880 |

103,204 |

144,465 |

1873

33,360

D27

302,600

71,580
14,381
83,29.6
. 18,848

332,032

L 14.7%

11,9%

S.1%

14.4%

1.3%

1 15.4%

?::« CoStar

85,787

‘(32.4'27‘) i
e
00% | {23.002)
7.2% 8La71
11.2% {2747255
: (7,504)”
13.0% 553
17.9%
12.1% 9,885

4.6% |

(20,575}

5.7% | 308,663

12.1% ¢ 6,542)

8.2% |

9.9%

1.6% 30.044

8.3% 47,999
312

9.7%

(1% | o

5.4%  a2737
10.7% {11,979
: 51533

2,865

9,5% (11,753)
2,205
3.6% | 3,018

10.1% | 26.393

46% (760)

122,108 |

9.5% |

(153) |

33,665

(353.330)

4,009
{14,863)

(4,322)

3,248

(18,450) '

0

300,200

0
0

0

500,000

Year-End 2015

11,141 |

0 i

9]

.D
.1.458.017 ]
. i
87,000

196,164

C O

[]
-3
—_
SV
Q0
[#1}

o

o
©
—_
@
i)
o

50,00

O

© $15.04
0 31649
o $14.61
0 f$13.32
$17.36

51168

0 $8.11
10,000 | $15.32

0 $7.44

0 $14.36

Source: CoStar Property®

©2016 CoStar Group, Inc.
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Milweukee — Year-End 2015

Q:; CoStar

Milwaukee Office Market

Class A Market Statistics

5334393 | 505492 507.634 -

Suburban 8498024 | 850,802 ‘

Source: CoStar Property®

Class B Market Statistics

911,694 924,694 | B.1%

Suburban 35407837 . 3.9214,084 © 4,046,070

Source: CoStar Property®

Class C Market Statistics

1,130,969 54,504 i 68216 . 6.0%

1,338371: 8.4%

15,869,182 1,335,771

Souree; CoStar Property®

Class A & B Market Statistics

16816851  L417.186

1,432,328 :

1,432 44 905,861 1 4,764,886 4,951,995 '

Source: CoStar Property®

Total Office Market Statistics

17,946,820 1481690 1,500,544

Suburban 60775043 - 6,100,657 | 6.288366

Source: CoStar Property®

0059825 | 10.7% |

Year-End 2015

(9.622) | 1458017 | $21.76

43126 | 300200 | 980914 | $17.79

i
i
!
i

| 27.340 |

Year-End 2015

40,851
65,481
Year-End 2015

0 | 1458017 $1985

i

124913 1 300,200 ¢ 1,004,555  $15.84

Year-End 2015

58369 | L 14BR017 . $19.62

. H
H i
|
i

{90,304 |

300,200 |

14 The CoStar Office Report

©2016 CoStar Group, Inc.




Yaqr-End 2015 - Milwaukee

Milwaukee Office Market 2% CoStar

Class A Mclrket Stistics | |  Year-End 2015

in

201549

2015 3q
201520 L
2015 1g

15,832,417 1,356,294
13,832,417 | 1171649 § 1,240
3832417 | 9364 |

9. J532,217 ) 109052
_20Md4q 190 o 13532217 1,093,361

20W3q 90 . 13532217 i 1231220 | 1,303,
0M2q | B9 | 13,493,225 1 1,189,081 | 1,231,282
20419 ;a8 | 13,398,225 1,205,559 1,244,738

1,413,559 R
300200 |
: 2
38992 2
95,000
L 43279
j 145,000
2,303
. 0 ;‘
20804 ¢
189,800 1
471,550 ]
33,081

274,554 |
T
- _8.5% 156,403
1,305,265 | 9.6% | (32991
n 108,456
e8] 14,738+ 9.3 106,849
2075 1 88 . 13,398,225 1,513,552 | 1,351,587 | Aa8r
L2 i 87 13,354,946 | 1337616 | 1,349,795 9 120,253
010 8 | 13,209,946 1303,544 | 1,325,048 | 10.0% | 140,698
200 L B4 L 13,067,643 | 1288486 | 1323443 0 104% | (5769
L2009 1084 13,067,643 | 1223424 1265749 1 {137,531
2008 G 82 12,859,629 1,075,598 | 1195266 L.254086
2007 | 8O 12,669,829 . 1232428 | 1,259,692 586,473
2006 | 75 12,198,277 1,296,811 | 1,374,515 91,631

Source: CoStar Property®

58217 |
458217 | §19.53
697,209 1 $19.2
133,992 1 5202
133,992 1
43278 | @

142,308 |
152,000 1 81762
L J63,500 | 31649

191,550

g

TN Qi Ll L oL Lo ioeioo

Class B Market Statistics Year-End 2015

4,826,778 4970,764 | 104% (135,749)
4,840,005 4998585 | 104% | 57,849
. Ar9smgs | 4873676 . 5056384  10.5% | 33,682
47,932,815 § 4,883,631 . 5050066 | 10.6% 33346 |
48,182049 | BI/B135 ;5372746 - 112% . (88471 .
48125070 1 5035090 | 5207096 10.9% | 6422
L 48125070 | 5,089,637 | 5233618  109% | 122059 ©
| 48,553,450 | 5,599,096 i 5784057 | 1.9% | {356,345 |
i 48,553,450 | 5,262,551 542720 0 12% 1 (8l547)
48395119 | 50759 (5,207,334 0 10.8% | 452,200
48,451,058 | 5,565,646 5,715,475 L1sa7,378)
48,489,894 | 57233108 | 5396935 11, 480,422}
L 4BA39,423 | 4714088 | 4866042 | 10.0% | 276,324 |
L 48000842 1 4,629,972 4,703,765 | 9.8% 1 454356 -
| 47377564 | 4449782 | 4,534,863 | 9.6% | 578349 |
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Total Office Market Statistics Year-End 2015
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Milwdukee - Year-£nd 2015

2% CoStar- Milwaukee Office Market

Historical Rental Rates

Based on Full-Service Equivalent Rental Rates
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Vacancy by Available Space Type  Vacancy by Class
Percent of All Vacant Space in Direct vs. Sublet Percent of All Vacant Space by Class
Milwaukee United States Milwaukee United States

BDirect A Sublet BDirect BSublet BClassA  BClassB  BClass© BClassA  HEClassB  EClassC
Source: CoStar Prapertyd® Source: CoStar Property®
U.S. Rental Rate Comparison Future Space Available
Based on Full-Service Equivalent Rental Rates Space Scheduled to be Availabie for Occupancy®
Milwaukee - nired States 0.7 - .
05 - 0,58
$20.0CH4
0.5
$15.0( ? R 0.4
0.3
$10.004 .
0.2 ;
$5.004 - o1 o ) ‘
i 0.00 G.00 Q.00 |
$0.00 4 t ‘ 0.0 T d
2013 3q 2014 3q 2015 3q 2016 1q 2016 3q 2017 1q
Sotrce: CoStar Properly® * Includes Under Construetion Spaces Source: CoStar Properiy®

16 The CoStar Office Report ©2014 CoStar Group, inc.




Milwaukee - Year-End 2015
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Milwaukee Office Market

The Optimist Sales Index

Average of Two Highest Price/SF's and Two Lowest Cap Rates Per Quarter

Cap Rate Percentage

CREEERRCap Rate —ices S5
3 0% - X
9.0% L = 15120
8.0% +
<+ 3110
jwl
7.0% e . c
&
- $100 ::;;“
6.0% + 4
“+ 390
50% 4 -
4.0% 4 - + $80
3.0% + y $70
2012 44 2013 4q 2014 4q

Source: CoStar COMPS2

Sales Volume & Price
Rased on Office Building Sales of 15,000 SF and Larger
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Yaar-End 2015 ~ Milwaukee

Milwaukee Office Market #*% CoStar-

Deliveries, Absorption & Vacancy Historical Analysis, All Classes
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LODGING MARKET OVERVIEW
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National Lodging Highlights

The folleing is extracted from
"Hospitality Direetions US" updated
August 2015, published by PuwC
Haspitality & Lelsure,

As the U8, economy rebounded
from a Hrst-quarter slump driven by
the absence of transitory factors, per-
formance of the U.8. Jodging sector in
the second quarter of 2015 generally
met expectations with a yvear-cver-
vear RevPAR increase of 6.5%. During
that time, average daily rate (ADR)
growth drove RevPAR increases to s
larger degree than in prior quartevs
with 4 4.8% year-over-year increase,
Demand trends also remained robust
with hoth Frapsient and group
demand showing strong momentum
and year-over-year occupancy growth
of 1.4% and 1.5%, respectively, during
the first haif of 2015,

Overall, occupancy levels in the
first half of 2015 weve at the highest
sinee 1987, giving many operators the
confidence 1o test price increases in
marty markets. Overall, PwC’s out-
look For 2015 cemaing optimistic with

a RevPAR increase of 6.9%, driven
mainly by a forecast annual ADR
growth of 5.0%. The combination of
strong demand trends and low supply
growth iy axpected to drive peak
occupancy Jevels, pushing U.S. lodg-
ing oceupaney to 65.6% in 2015 ~ the
highest level sinee 1981,

As oeeupaney peaks in the U8,
lodging industry, ADR growth is ex-
peeted to hecome more meaninglael,
as the effects of the rise in the value
of the (LS. dollar wane, giving many
hotel opesators more pricing power,
especially in certain gateway vities. in
2016, ADR growth of 5.8% is forecast
for the U8, lodging industry with the
luxury and upper-upscale chain-seale
segments both oniperforming the
industry with ADR growth of 6.3%
and 4.9%, respectively, as per the
August 2015 issue of PwC Hospitality
& Taisure 1S,

DEMAND
As a whole, demand for the ledging

tndustry is expected to ncrease 2,0%

Exhibit L-y
DCCUPANCY
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in 2015 — helow the level of demaml
reported for 2014 {+4.3%). While
each chain-scale segment is expected
to see growing demand in 2015, year-
over-year increases are each below
2014 levels, For 2015, Pw( forecasts
lodging demand growth to be the
strongest for the upseale lodging seg-
ment, increasing 5.5%, followed by
the npper-midscale chain-scale seg-
ment al 3.9%.

SuprLy

The sapply pipeline continues o ex-
pand throughout much of the lodging
industry with hotel additions for
2015 and 2016 expected Lo be well
ahove prior vears. As a result, Pw(s
outinok antieipates supply growth to
increase 1.1% for the Industry i 2015
and 2.0% for 2016 ~ above the 0.8%
recorded for 2014 and the long-term
average mnual increase of 1,9%,

For uots and 2016, the upscate
chain-scale segment. is forecasi 1o see
the greatest increase in supply. grow-
ing at 4.5% and 5.7%, respectively.
£n the other hand, the economy seg-
nent is ¢xpeeted to see & 0.0%
increase i supply in 2015 and a 0.5%

decrease in supply i 2016,

OUCuUPANGY
Oueupaney for the US, lodging in-
dustry was 65.2% for the first half of
g, 4 2.9% increase from the same
period in 2014, according te Smith
Travel Regearch (STR). Occupancy
intproved in ench choin-seale seg-
ment during this period with the
midseale segment posting the largest
gain of 2.9%.

For 2015, the LS, lodging indus-
Lry's oeeupancy s forecast to Incrense

1.8%. As shiown in Exhibit L1, oceu-
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pancy gains are forecast for each
chain-senle segment in 2015 with
uppes-upscale, midscale, and ceonomy
hotels oulperforming the industry.

AVERAGE DALY RaTE (ADR)
ADR for the U.S. lodging industry
was $110.02 for the fivst balf of 2015,
o 4.8% increase feom the same perdod
in 2014, as per STR. ADR grew in
each chain-seale segment over Lhis
period with the hixury {(+5.3%), up-
seale (+5.2%7, and economy {(+5.4%)
chain-scale segmenls each surpassing
the industy average.

For 2015, ADR fur the U.S. ludp-
ing industry is forecast to increase
5.0%. As shown in Exhibit L-2, ADR
growth is fovecast for sach chain-
seale segment in 2015,

MANHATTAN

Maunhallan hotels performed incon-
sistently in the first six months of this
year with vonseculive periods ol
RevPAR devdine interspersed with
modest inereases. After 2 meaningful
decline in the first quarter of 2015,
RevPAR decreased 6.1% in April. As
the second quarter progressed, this

downward trend was less pronounced
with RevPAR decressing 2.5% in May
and increasing 1.8% in June for an

overall decline of 2.2% for the quarter.

Manhattan's quarterly RevPAR
decline was driven by downward
shifis in both oecupancy aad ADR,
which decreased 1.0% and 1.3%,
respectively, compared to 3 year ago.
In addition, RevPAR declined across
all hoted elusses in Manbattan in the
second quarter with the upscale seg-
ment experiencing the largest decline
in RevPAR levels, declining 4.3% vear
over year.

The fusory segment pulpecformed
the other segments by heing abla to
tracle 2 decline in occupancy for
growth in ADR, resuiting in a flat
RevPAR level, while the upper-mid-
seale and upper-upscale segments
experienced RevPAR decreases of
3.4% and 2.4%, respectively. The
declines in RevPAR were driven hy a
combination of losses in oecupancy
atd ADR in these Ineal segments.

INVESTMENT ACTIVITY
{1.8. hotel investment volume totaled
$26.9 billion for the first half of

2015 ~ up 67.5% fronn the same time
in 2014, according to Real Capital
Analytics. Full-service hotels account-
ed for a larger portion of this valume,
tetaling $19.0 billion, compared to
limited-service hotels, which totaled
&7.0 billion. Furthermore, single-
praperty hotel sales aecounted for
%16.6 bilkion of the total sales volume
during the first half of 2015 while
portfolio sales made up the balance.

The top-five markets in terms of
sales volume lor the first half ol zois
are shown in Table NLH-~1, While
three of the five metros Tuid the dis-
tinction of also being in the top ten at
yvear-end 2014, Orlando and Phoenix
have both made impressive leaps
during the past six months. 4+

Tahle NT.if-1
2015 HOTEL SALES VOLUME*
Top U35, Metros

Tatal Fanl
et Vohnne ($M) 2014
Munhattan #1080 ';%
Orkndo §2,086 99
Bais Francises  %1,352 4
Migmi $1,26:2 |53
Phaunix $87m ]

*Mhpst Ball of wing
Sonrver Beald Capitad Amadydivs, B,

Trends and forecasts have
heen extracted from Hos-
pitality Directions US, pub-
lished by PwC Hospitality &
Leisure, Released August
2015, this report provides his-
torical data and forecasts for
the L8, lodging industry and
seven chain-seale segments
with respect to ADR, supply,
demand, occupancy, RevPAR,
and revenue. For morve fnfor-
mation, email contact. hospi-
tality@us, pwe.com,




PwC

National Limited-Service Midscale

& Economy Lodging Segment

Optimism prevails among sur-
veyed investors for the national lim-
ited-service midscale & economy
lodging segment due to restricted
additions to supply and an improved
near-term performance outicok. In
fact, annual growth in ADR, oceul-
pancy, and RevPAR for both the
midscale and economy chain-scale
segments is forecasted above that of
the industry for zo1s.

As shown in Table ELM-1, the
combined impact of strong oceupan-
cy and ADR growth for the midscale
segent is expected to result in

RevPAR growth of 7.7% — well above
the national figure of 6.9% and the
highest among the seven chain-scale
segments analyzed in Hospitality
Directions US. With an annual rate of
7.3%, the economy chain-scale seg-
ment’s RevPAR forecast represents
the second-highest growth estimate.

Investors’ confidence in this
lodging segment is also displayed by
the 17-basis-point decline in its aver-
age overall cap rate this quarter, as
well as the ten-basis-point increase
in its average ADR change rate (see
Table 35). +

Tahle ELM-1

LODGING FORECASTS
Annual
Segment D015 Change
Midscale
Occupancy 50.8% +2.4%
ADR %83.08 + 5.2%
Nominal RevPAR  $50.18 + 7.7%
Economy
Oceopancy 58.6% +2.0%
ADR $59.09 +5.2%
Nominal RevPAR  $34.65 +7.3%

Seurce: Hospitality Directions US, August 2013;

published by Pwi

Table 35

Third Quarter 2015

NATTONAL LIMITED-SERVICE MIDSCALE & ECONOMY LODGING SEGMENT

CURRENT

FIRST QUARTER

2015 1YBAR AGO

3 YEARS AGO

5 YEARS AGO

DISCOUNT RATE (IRR)"
Range

Average

Change (Basis Points)

8.50% - 12,.60%
10.53%

8.50% —12.00%
10.55% 10.70%

~g -17

9.00% — 12,00%

9.00% — 13.00%
10.94%
-41

10.00% - 14.00%
12,31%

-178

OVERALL CAP RATE {OAR)"
Range

Average

Change {Basis Points)

7.50% ~ 10.00%
8.78%

7.50% — 10.00%
8.95%
-17 - 22

9.00%

8.00% — 10.00%

8.00% - 12,00%
9.70%
— g2

8.00% — 12,00%
10.20%
— 142

RESIDUAL CAP RATE

Range
Average

Change {Basis Points)

7.75% — 10.50%
9.50%

775% —11.00%
9.63%

8.00% — 11.00%
9.55%
-5

g.00% - 12.00%
9.85%
- 235

9.00% — 12.00%
10.43%
-93

AVERAGE DAILY RATE"
Range

2,00% - 5.00%

2,00% - 5.00%

2.00% - 5.00%

0.00% - 7.00%

{4.00%) — 3.00%

Average 3.50% 3.40% 3.30% 3.00% {0.25%)
Change {Basis Points) +10 +20 -10 +375
OPERATING EXPENSE"

Range 2.60% — 3.00% 1.00% — 3.00% 1,00% — 3.00% Lo0% — 3.00% 1L00% — 3.00%
Average 2.95% 2.75% 2.75% 2,75% 2.55%
Change {Basis Points) + 20 + 20 + 20 +40
MARKETING TIME*

Range 2-12 2-12 2-12 -1z 4-12
Average 7.0 7.0 7.0 7.6 7.6
Change (¥, &, =) = = A4 L4

a, Rate on anleveraged, all-cash transactions b. Initial rate of change e In months

www.pwc.com | 57



Hospitality

MARKET UPDATE

Midwest Region Third Quarter 2015

Investors Target Limited-Service, Select-Service Hotels

Increases in travel volume will lift primary performance measures this year in the Midwest, a region encompassing Hlinois,
Indiana, Michigan, Ohio and Wisconsin. Results in the first half were particularly solid, mostly reflecting strengthening tran-
sient business demand and a modestly greater contribution from group events. The economies of major markets Chicago,
Cincinnati, Cleveland, Detroir and Indianapolis are clearly stronger than they were in the first half of 2014. Employers are
expanding payrolls, spending on business trips, and generating inbound travel by contractors and vendors, trends that were
evident in consistently higher cccupancy and gains in other performance gauges throughout the first half. Hotel operations in
July remained strong, with only Cleveland among the major markets posting a drop in occupancy to a still-respectable 72.7
percent. While demand will likely continue to rise in the region as business-related occupancy grows and additional consumers
spend on leisure trips, the delivery of new rooms over the next two years will affect occupancy and RevPAR growth. The size
and potential impact of statewide pipelines vary, but the greatest pressures on performance will occur in Illineis and Ohio.

Broad brand representation, markets with varied demand drivers, improving property performance and reasonable asset pric-
ing continue to draw investors to the Midwest region. Transactions and dollar volume increased in the first half of this year
compared with the corresponding period in 2014. Smalf private investors are active, spurring deal flow in the economy and
midscale segments. These assets accounted for about 45 percent of all flagged hotels changing hards, a marked advance from
the prior year. On a national level, brands occupying the lower rungs of the chain-scale ladder are posting solid performance,
including rate-driven gains in RevPAR that surpass other chain scales. Additional owners are able to sell and will continue o
test the market in the Midwest in attempts to monetize the value appreciation that has occurred through stronger operations.
Select-service properties also frequently trade in the region, and investors can realize potential upsides by raising property
performance to market levels or performing PIPs that can provide a lift to RevPAR.

2015 Forecast

2014 2015* = All Metrics Poised to Rise. Room demand growth of
3.0 percent will outpace an increase in available rooms
Oceupancy 60.6% 61.7% this year to raise full-year regional occupancy 110 basis

points to 61.7 percent. Fueled by an rise in the larg-

[H 0,
Demand Growth 5.5% 3.0% est market, Chicago, the ADR will climb 5.5 percent
Supply Growth 0.8% 1.29% during 2015 and drive most of the gain in RevPAR.
Average Daily Rate $99.15 $104.60 s Buildup in Select-Service Stock. Approximately 30
percent of the rooms l_mder construction in the region
Annual Change 4.1% 5.5% are in Detroit and Chicago, with the much greater con-
tribution to the total occurring in Chicago. Of the more
RevPAR $60.04 $64.53 than 2,700 rooms underway in Chicago, nearly 2,000
Annual Change 6.8% 7.5% are select-service brands: An additional 1,900 sclect-ser-
vice rooms are planned in the market.
0, 0,
Revenue Growth 7.5% 8.5% w Occupancy Gain in Cincinnati. The city posted overall
strong results in the firsc half, when room nights grew
* Fyrecast 3.6 percent to spark a 120-basis-point rise in occupancy

Sources: Marcus & Millichap Research Services; STR, Inc. to 61.2 percent. ADR growth was tepid, however, com-
ing in at 2.5 percent in the first half, though an increase
of 9 percent was recorded in July, when the city hosted
the Major League Baseball All-Star Game,




Occupancy in Select Major Markets
sman 1H 2014 s 1H 2015
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Annual Revenue Measures in Midwest
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Occupancy Trends

Hotels in the Midwest performed well in the first half. Year to date through
the sccond quarter, regional occupancy rose 100 basis points to 58.9 percent.
Room nights grew 3.1 percent during the period to nearly march the narional
rate of growth, and supply rose 1.2 percent, exceeding the nationwide gain,

The Chicago marker posted a 170-basis-paint jump in occupancy during the
first half to 67.3 percent behind a 3.7 percent rise in room nights. Demand in
the entire state rose by an identical amount in the first half, but higher supply
growth underpinned an slightly lower increase in occupancy in Illinois of 140
basis points, to 63.5 percent.

Available rooms rose 2.4 percent year to date in Ohio, but new stock has been
well absorbed. Statewide occupancy climbed 90 basis points thus far in 2015
to 5%.0 percent. Cleveland and Cincinnari each posted gains in the first half,
with a nearly 300-basis-point rise in Cleveland artributable to an outsize 8.1
percent climb in occupied rooms. Supply in the market also grew 3.1 percent
as developers prepared for the Republican National Convention next year,

Revenue Trends

ADR in the Midwest rose 5.7 percent in this year’s first half, accounting for
most of the 7.7 percent jump in RevPAR during that strerch. The results sur-
pass the pace set in the first half of 2014, when ADR advanced 3.1 percent and
RevPAR grew 5.5 percent.

Mlinois led statewide markets in RevPAR growth, notching a 9.7 percent rise
that reflects the robust 11.2 percent gain in Chicago. RevPAR in Chicago grew
oniy 2.6 percent during the first six months of 2014. Elsewhere in the region,
a 10.8 percent RevPAR increase in Cleveland was nearly two times the rate of
growth statewide, while RevPAR in Michigan jumped 7.1 percent.

In Indiana, 5.7 percent growth in the daily rate drove most of the state’s 7.5
percent jump in RevPAR year to date. Excluding the elevated April resufts that
were influenced by visicor volume for the NCAA Men'’s Final Four in India-
napolis, RevPAR grew approximately 3 percent in this year’s opening half.

Sales Trends

Sales of independent hotels fell in the first half of this year, while more flagged

a
assets changed hands compared with the first six months of 2014. The gain in
NATIONAL HOSPITALITY GROUP branded property deals occurred in the [imited-service segment comprising
economy and midscale brands,
For information on hospitality trends, contact
National Direcsor, National HOS;et:;tyNng:;I; w By state, the nember of transactions were little changed in Illinois and Ohio
Tel: (212} 430-5100 during the first half of this year but rose significantly in Michigan and Indi-
_ Cell: (678} 772-6561 ana. Volume in Indiana was heaviest in the upper midscale tier, and all of the
peternichols@marcusmillichap.com transactions occurred outside of the Indiznapolis metro in highway locations
Prepared and edited by or college markets. Select-service hotels in secondary markets were also a com-
Art Gering mon target of investors in Michigan,
Senior Hospitality Analyst
Research Services » In Ilinois, sales of economy and midscale properties accounted for about half
of all transactions in the first half of 2015, Economy prices varied by age and
@ Marcus & Millichap 2015 location but were around $30,000 per key at the upper end of the range.
www MarcusMillichap.com
“H informationn contaiseed i Hils repot s ablaited o sources sencad b be reiable, Krery effort wons miade Lo otain aecsente ad compleke inforolion; Bomuener, 10 representabon, Waraity oF quantinee, eepress or inplied, iy be mambe s bo tre ascuecy o rebivbilitg

uf Hee fytforpiation coptaiped lereip. Sonrces; Marcus & Millichip Research Services; BLS; BOC: CoStar Crowp, Ine.; Ecomnpcons Lodging Economebrics; Real Capital Anafytics; STR, Jire.
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PETER A. MOEGENBURG, MAI

MOEGENBURG RESEARCH, INC.
REAL ESTATE APPRAISAL AND CONSULTING
www.moegenburg.com

AREAS OF SPECIAL COMPETENCE

Valuation of institutional quality real estate including office buildings, hotels, shopping centers, industrial property,
multi-family residential complexes, condominiums, vacant land, and commercial mixed-use complexes; feasibility,
financial and valuation analysis for development properties and real estaie counseling for financial institutions;
analysis of portfolio assignments; financial planning and projection, and economic and demographic analysis for
municipal clients; business plan creation with corporate and real estate finance application; computer applications to
real estate research and valuation analysis.

PROFESSIONAL HISTORY
1994 - Present President, Mosgenburg Research, Ine., Milwaukee, WI
1988 - 1994 Managing Director, Gloodt Associates, Inc., Milwaukee, WI

President, Moegenburg Holdings, Milwaukee, W1

1987 Administrator, Commercial Loan Administration
Agtna Realty Investors, Hartford, CT

1986 Associate, Aldrich, Eastman & Waltch, Inc.
Boston, MA
Prior Acquisition management and disposition of commercial property in Wisconsin and

selected sites nationally.

ACADEMIC BACKGROUND

University of Wisconsin - Madison 1985
MS, Real Estate Appraisal and Investment Analysis

University of Wisconsin - Madison 1982
BBA, Real Estate and Urban Land Economics

INSTRUCTION

“Real Property Appraisal Principles,” United States Department of Veterans Affairs, 2011,

"The Valuation of Real Estate," School of Business, University of Wisconsin — Milwaukee, 1990.

"Appraisal Theory/Valuation Methodology," American Institute of Banking, 1994,

"Appraisal Methodology and the Valuation Process," Milwaukee Legal Bar Association, 1997,

"Appraisal Methadology and the Valuation Process," Metropolitan Builders Assoc. of Greater Milwaukee, 1997,

PUBLICATIONS

Peter A. Moegenburg, "Distressed Real Estate: Returning to the Fundamentals Between the Source and Use of
Fiunds,” Real Estate Qutlook, Warren, Gorham and Lament, Inc,, Volume 13, No. 1, Spring 1990.

155 South Executive Drive | Suite 212 TEL: (262) 782-078C
Brookfield, Wisconsin 53005 FAX: (262) 782-0794
pete@moegenburg.com
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CLIENTS SERVED

Commercial Banks/Trust Departments/Special Servicers

PNC Bank {Pittsburgh, Pennsylvania)

US Bank (Milwaukee, Wisconsin, Illinois and Minnesota systems)
MB Financial (Chicago, Illinois)

JPMorgan Chase Bank (Chicago, Hlinois; Cleveland, Ohio)

BMO Harris Bani (Milwaukee, Wisconsin & Chicago, Iilinois)
CIB Marine Bank (Milwaukee, Wisconsin)

Anchor Bank (Madison, Wisconsin)

Southport Bank (Kenosha, Wisconsin}

Johnson Bank (Milwaukee and Madison, Wisconsin)

Citigroup Real Estate, Tne, {Chicago, Hlinois)

Banlc of America (Chicago, Illinois and San Francisco, California)
Wells Fargo Bank (Milwaukee, Wisconsin, Minneapolis, Minnesota & Chicago, [llinois)
Bank First National (Sheboygan, Wisconsin)

Cole-Taylor Bank (Chicago, lilinois)

Waukesha State Bank (Waukesha, Wisconsin)

Associated Bank {Milwaukee, Wisconsin)

First Internet Bank (Indianapolis, Indiana)

Layton State Bank (Milwaukee, Wisconsin}

The Private Bank {Chicago, Iilinois}

Hometown Bank (Fend du Lac, Wisconsin)

First Merit Bank (Chicago, Illinois)

Key Bank (Cleveland, Ohio}

First Nationai Bank (Waupaca, Wisconsin)

Wintrust Financial (Chicago, Tllinois)

Scaway Bank (Milwaukee, Wisconsin)

Cornerstone Community Bank (Milwaukee, Wisconsin)

First Bank Financial Center (Oconemowoc, Wisconsin)

Savings Banks
Waterstone Bank (Wauwatosa, California)

Bank Mutual Savings Bank (Milwaukee, Wisconsin}
TCF Banking and Savings {Minneapolis, Minhesota)

Insurance Companies
Allstate Insurance Company {(Northbrook, Tllinois)

Allianz Insurance Company of North America (Westport, Connecticut)
Nationwide Insurance Company (Columbus, Ohio)

Jackson National Life Insurance Company {Indianapolis, Indiana)

Sun Life Tnsurance Company (Los Angeles, California}

Thrivant Financial (Appleton, Wisconsin)

American United Life Insurance Company (Indianapolis, Indiana)
Linceln National Life Insurance Company (Ft. Wayne, Indiana)
Lutheran Brotherhood Insurance Company (Minneapolis, Minnesota)
Northwestern Mutual Life Insurance Company (Milwaukee, Wisconsin
Prudential Insurance Company {Newark, New Jersey)

American Family [nsurance Company {(Madison, Wisconsin)

Chio National Life (Columbus, Ohia)

Credit Unions

Landmark Credit Union (Milwaukee, Wisconsin)
CoVantage Credit Union (Antigo, Wisconsin)
Business Lending Group (Appleton, Wisconsin}

Government Agencics
WHEDA (Madison, Wisconsin)

HUD (Milwaukee, Wisconsin & Washington, D.C.}
GSA (Chicago, lllinois & Washington, D.C.)
Numerous local Wisconsin, State of Wiscensin and Federal Agencies

MOEGENBURG RESEARCH, INC. Milwaukee, Wisconsin
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Law Firms

Foley and Lardner (Milwaukee, Wisconsin}

Cannon & Dunphy, 5.C. (Brookfield, WI)

Reinhart, Boerner, Van Deuren, Norris and Reiselbach, S.C. {Milwaukee, Wisconsin)
Godfrey & Kahn, 5.C. (Milwaukee, Wisconsin)

Michael, Best & Friedrich (Milwaukee, Wisconsin)

Davis & Kuelthau (Milwaukee, Wisconsin)

von Briesen and Roper, S.C. (Milwankee, Wisconsin)
Peckerman, Klein & Van Kirk 8.C. (Miiwaukee, Wisconsin)
Quarles and Brady (Milwaukee, Wisconsin)

Whyte, Hirschboeck, Dudek, S.C. (Milwaukee, WI)

Weiss, Berzowski (Milwaukee, Wisconsin)

Litigation Support and Expert Witness Testimony
United States Bankruptey Court (Milwaukee, Wisconsin)

State of Wisconsin Circuit Court {Milwauicee, Milwaukee County, Wisconsin)
Various municipalities in Wisconsin, 1flinois and Minnesota

Corporations
General E{ectric Company (Stamford, Connecticut)

Kohler Corporation (Kohler, Wisconsin)

Millard Refrigerated Services (Omaha, Nebraska)
WISPARK Corporation (Milwaukee, Wisconsin)
Target Stores, Ine. (Minneapelis, Minnesota)

Investment Advisors/Pension Fund Managers/Capital Corporations
AEW Capital Management, Inc, (Boston, Massachusetts)

Walker & Dunlop (Milwaukee & Madison, Wisconsin; Bethesda, Maryland)
Greystone Funding Corporation (New York, New York)
Grandbridge Real Estate Capital, LL.C (Dallas, Texas)
RED Capital Group (Columbus, Ohio}

Love Funding Corporation (Washington, D.C.)

Northmarq Capital (Milwaukee, Wisconsin)

State of Wisconsin Investment Board (Madison, Wisconsin)
Qak Grove Capital {Minneapolis, MN}

Berkadia Capital Advisors (Chicago, Tllinois)

Cohen Financial Corporation {Chicago, THinois)

Cushman & Walefield Advisors (Chicago, Illinois)

CBRE (Chicago, [llinois)

TIAA/CREF (New York, New York)

Fiduciary Partners {Appleton, Wisconsin)

Investment Banks/Merchant Banks/Conduit Facilitators
UBS Warburg {New York, New York)

Amalgamated Bank (New York, New York)

JP Morgan Chase {(New York, New York})

Goldman Sachs Group (New York, New York)

Morgan Stanley Realty Group (New York, New York)
Credit Suisse First Boston (New York, New York)

PSAM (New York, New York)

PROFESSIONAL MEMBERSHIPS/AFFILIATIONS

e  Appraisal Institute, MAI Member 1 992-Present
& American Society of Appraisers, ASA Member 201 5-Present
e  University of Wisconsit Real Estate Alumni Association 1982-Present
Board of Directors (1995 - 2001)
Certified General Appraiser WL IL, IN, MI, MN, OH, [A
=  Real Estate Appraisers Application Advisory Committee
(Wisconsin Department of Safety and Professional Services) 2014 - Present 4/15

MOEGENBURG RESEARCH, INC. Milwaukee, Wisconsin




F. RUSSELL RUTTER
MOEGENBURG RESEARCH, INC.
REAL ESTATE APPRAISAL AND CONSULTING

PROFESSIONAL FOCUS

Employed as an Analyst and involved in the valuation of institutional quality real estate including;
Industrial, Retail, Multi-Use, Special-Use, Office, Multi-Family / Residential, Vacant Land (Commercial,
Agricultural).

PROFESSIONAL HISTORY
June 2011 — Current Associate; Moegenburg Research, Inc.: Milwaukee, Wisconsin

PROFESSIONAL MEMBERSHIPS & INDUSTRY INVOLVEMENT
2011 — Current Associate Member of the Appraisal Institute

ACADEMIC BACKGROUND
University of Wisconsin Milwaukee — Milwaukee, Wisconsin
Bachelor of Business Administration in Finance and Real Estate Certification (Class of 2011)
» Course work included: Real Estate Markets, Real Estate Law, Real Estate Development,
Valuation of Real Estate, Principles of Finance, Intermediate Finance, Financial
Institutions, Investment Finance, Business Law, and numerous other business and non-
business courses.
> Other achievements included: Dean's List Spring of 2010 and 2011.

CONTINUING EDUCATION

»  Appraisal Institute (the following courses, which are required to earn the general
appraiser license have been satisfied):
Basic Appraisal Procedures; Basic Appraisal Principles; National USPAP Course;
Business Practices and Ethics; General Appraiser Sales Comparison Approach; General
Appraiser Income Approach I; General Appraiser Income Approach I, Real Estate
Finance Statistics and Valuation Modeling, General Appraiser Site Valuation and Cost
Approach, General Appraiser Market Analysis and Highest & Best Use, General
Appraiser Report Writing.

> Multiple real estate seminars in the most recent year.

PROFESSIONAL DESIGNATIONS
Certified General Appraiser, State of Wisconsin (Credential #2149-010), 2015 to Present.

CLIENTS SERVED

Clients include: commercial banks, savings banks, investment banks, merchant banks, credit unions,
conduit facilitators, mortgage brokers, insurance companies, law firms, corporations, investment advisors,
government bodies/agencies, school distriets, non-profit organizations, and individuals.

155 South Executive Drive, Suite 212 Tel: 262-782-2580
Brookfield, Wisconsin 53005 Fax: 262-782-0794
E-mail: rrutteri@moegenburg.com




