>>>>>>

A/\/\

SECOND QUARTER 2014
RENO

OFFIC

Voit

REAL ESTATE SERVICES

MARKET CHANGE

Compared to the Previous Quarter:

Vacancy

<

up

Net Absorption
NEGATIVE

4

Lease Rates
DOWN

4

Transactions
DOWN

<4

Deliveries

DOWN

\

To view available properties or
electronic versions of current
or past market reports,

please visit:

www.voitco.com

Prepared by:

Jerry J. Holdner, Jr.

Vice President of Market Research
e-mail: jholdner@voitco.com
Bianca Cruz

Market Research Analyst

e-mail: bcruz@voitco.com

VOIT Real Estate Services

HIGHLIGHTS

Market Status - Reno’s office market reflected slightly
less stability than the previous quarter, but this market
has been fluctuating over the past several years. Given
the inconsistencies in this market in previous quarters,
it would not be unlikely for next quarter’s numbers to be
positive as well. As the market slowly improves, we expect
a steady recovery for the Reno office market.

Construction - There were no office buildings under
construction or delivered in the Reno office market at the
end of the second quarter. The lack of new development
will allow for vacancy rates to further stabilize in future
quarters. There was still, however, 588,275 square feet
of proposed office development.

Vacancy - The market’s vacancy rate for the second
quarter increased by 30 basis points to finish the quarter
at 14.52%, but still 67 basis points lower than it was one
year ago at 15.19%. Within the major submarkets, the
Sparks submarket remained high at 17.05%, while the
Meadowood submarket came in at 12.36%.

Availability - The percentage of total space being
marketed at the end of the second quarter was 16.87%,
which was a slight increase from the previous quarter, but
still 84 basis points less than the previous year. Within
the major submarkets, the Sparks submarket remained
highest at 21.24%, while the Meadowood submarket
recorded 15.91% availability.

Lease Rates - At the end of the second quarter, the
average asking full-service gross lease rate across all 3
building classes and 14 submarkets came in at $1.45 per
square foot per month, which was $0.02 lower than the

FORECAST

Employment - We anticipate job growth of around 1.2%, or 2,100 jobs, in the Reno/Sparks area by 2015. The occupational
groups with the fastest growth rate are education administrators, engineering managers, business operations specialists,

and wholesale and retail buyers.

previous quarter. The region’s highest average asking rate
within the major submarkets was $1.66 in the Downtown
area, while the lowest was $0.79 in the Sparks submarket.
Although lease rates in Class A and Class B buildings
decreased slightly, lease rates in Class C buildings rose
by two cents.

Absorption - The Reno office market posted negative
net absorption of 55,798 square feet for the second
quarter of 2014. Within the major submarkets, however,
Downtown posted the highest positive net absorption at
26,594 square feet.

Transaction Activity - Total square footage of lease and
sale transaction volume decreased from the previous
quarter to 179,239 square feet. This statistic can have
some lag time in being reported, so look for this quarter’s
figures to end up somewhat higher in the next report.
Details of the largest transactions for the second quarter
can be found on the back page of this report.

Employment - The unemployment rate in the Reno-Sparks
MSA was 7.4% in May 2014, down from 8.3% in January
2014. This compares with an unemployment rate of 7.9%
for Nevada and 6.3% for the nation during the same period.

Overall - Although Reno’s office market shows plenty of
room for improvement, Reno does offer a few major draws
for prospective tenants: lower tax rates for businesses, and
numerous opportunities to move up in quality, as class
A buildings remain at 15.97% vacancy. As job growth
continues to improve in Reno, further stability in the Reno
office market is expected.

Lease Rates - Expect average asking lease rates to increase by 1%-3% by 2015.

Vacancy - We anticipate the vacancy rate continuing to descend in coming quarters, dropping by 11 basis points, to

around 14.41% by 2015.

OVERVIEW
2014 1014 2013 % of Change vs. 2013

Vacancy Rate 14.52% 14.22% 15.19% (4.41%)
Availability Rate 16.87% 16.66% 17.71% (4.74%)
Average Asking Lease Rate $1.45 $1.47 $1.48 (2.03%)
Sale & Lease Transactions 179,239 356,850 502,278 (64.31%)
Gross Absorption 199,665 229,359 284,781 (29.89%)
Net Absorption (55,798) (44,048) 36,171 N/A
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VACANCY & AVAILABILITY RATE
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INVENTORY VACANCY & LEASE RATES ABSORPTION

Number Net Square Square Square Vacancy Square Availability  Average Net Net Gross Gross
of Rentable Feet Feet Feet Rate Feet Rate Asking Absorption  Absorption  Absorption Absorption

Bldgs.  Square Feet u/c Planned Vacant 202014 Available 202014  Lease Rate 202014 2014 202014 2014

Reno Market Total

Carson City County 182 2,116,897 0 16,000 348,144 16.45% 355,114 16.78% $1.06 (15,186) (21,189) 9,119 31,470
Central/Airport 249 2,826,071 0 14,392 418,327 14.80% 458,233 16.21% $1.11 (52,154) (23,177) 36,303 90,122
Douglas County 60 522,419 0 6,545 97,365  18.64% 104,845 20.07% $1.79 (12,406) (20,449) 3,751 9,765
Downtown 331 4,231,114 0 30,553 565,680 13.37% 673,900 15.93% $1.66 26,594 14,215 60,458 114,499
Incline Village 31 325,015 0 0 44,995 13.84% 54,961 16.91% $2.00 372 (3,692) 3,336 14,109
Lyon County 39 192,946 0 12,000 40,558 21.02% 45,558 23.61% $0.00 (1,500) 5,653 0 7,153
Meadowood 189 3,213,467 0 279,036 397,069 12.36% 511,206 15.91% $1.56 6,812) (39,822) 21,560 42,441
North Outlying Washoe County 4 98,132 0 0 35,717 36.40% 35,717 36.40% $0.00 0 4,371 0 4,371
North Valleys 21 139,299 0 0 15,974 11.47% 15,974 11.47% $1.63 0 0 0 0
South Outlying Washoe County 20 196,563 0 24,054 13,396 6.82% 12,738 6.48% $1.45 0 841 0 5,431
South Meadows 179 2,268,017 0 181,695 305,049 13.45% 379,538 16.73% $1.59 (5,113) (10,689) 41,591 78,375
Sparks 167 1,201,994 0 0 204,961 17.05% 255,356 21.24% $0.79 7,242 (4,162) 14,847 19,788
Storey County 3 30,408 0 24,000 0 0.00% 0 0.00% $0.00 0 0 0 0
West Reno 42 355,826 0 0 85124  23.92% 85,876 24.13% $0.00 3,165 (1,746) 8,700 11,500

Reno Market Total 1,517 17,718,168 588,275 2,572,359 14.52% 2,989,016 16.87% (55,798) (99,846) 199,665 429,024

Class A 19 1,496,319 0 102000 239,026 15.97% 246,315 16.46% $1.84 (21,963) (16,106) 6,484 31,506
Class B 730 10,151,924 0 486275 1,440,581 14.19% 1,667,777 16.43% $1.46 24,737 (25,989) 119,330 247,858
Class C 768 6,069,925 0 0 892,752 14.71% 1,074,924 17.711% $1.25 (58,572) (57,751) 73,851 149,660

Reno Market Total 1,517 17,718,168 588,275 2,572,359 14.52% 2,989,016 16.87% (55,798) (99,846) 199,665 429,024

The lease rates are based on a full-service gross basis.

ANNUAL NEW DELIVERIES VS. VACANCY RATE
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MAJOR TRANSACTIONS

Sales Transactions

Property Address Submarket Class Square Feet
151 Country Estates Circle Meadowood B 6,716
907 N. Mountain St. Carson City B 14,586
Country Club Centre Incline Village C 2,616
120 Country Club Dr.

305 W. Moana Ln. Central/Airport B 5,220
321 Broadway Bivd. Downtown C 3,175
Lease Transactions

Property Address Submarket Class Square Feet
Reno Technology Center South Meadows A 17,395
9390 Gateway Dr.

785 W. 6th St. Downtown C 5,592
Museum Towers Downtown B 5,385
100 W. Liberty St.

Stonewood Office Incline Village B 4,812
932-936 Southwood Blvd.

Mountain View Corporate Centre Meadowood A 3,760

5470 Kietzke Ln.

PRODUCT TYPE

CLASS A

Most prestigious buildings competing for premier office users with rents above
average for the area. Buildings have high-quality standard finishes, state-of-the-art

systems, exceptional accessibility and a definite market presence.

CLASS B

Buildings competing for a wide range of users with rents in the average range
for the area. Building finishes are fair to good for the area, and systems are
adequate. However, Class B buildings cannot compete with Class A buildings of

the same price.
CLASS C

Buildings competing for tenants requiring functional space at rents below the

area average.
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Please Contact Us for Further Information

101 Shipyard Way, Newport Beach, CA 92663 949.644.8648 Lic.#01333376 www.voitco.com

Anaheim, CA
714.978.7880

Inland Empire, CA
909.545.8000

Irvine, CA
949.851.5100

Sale Price Per SF  Buyer

$223.35 Undisclosed

$42.85 Undisclosed

$222.86 Mcp Ents, LLC

$68.42 Clark Real Estate & Investments
$101.42 Wim, LLC

Transaction Date  Tenant
Apr-14 Great Call, Inc.
Apr-14 Undisclosed
Jun-14 Undisclosed
May-14 PDL BioPharma, Inc.
Jun-14 Undisclosed

Las Vegas, NV
702.734.4500

Los Angeles, CA
424.329.7500

Newport Beach, CA

949.644.8648

Seller

K C & Sunshine Investments, LLC

Evan L. Allred

Valhalla Property Holdings

Eugene J. Wait, Jr.

Mark Associates, Inc.

Owner

Reno Technology Center 1, LLC

Junior Achievement of Northern Nevada

Chawin Property, Inc.

932936, LLC

Templeton Group

Phoenix, AZ
602.952.8648

Reno, NV
775.771.9955

Sacramento, CA
916.772.8648

San Diego, CA
858.453.0505

San Jose, CA
408.885.9110

This survey consists of properties representing both single tenant and multitenant buildings. The lease rates are based on a full-service gross basis. The
information contained in this report is gathered from sources that are deemed reliable, but no guarantees are made as to its accuracy. This information is
for Voit Real Estate Services’ use only and cannot legally be reproduced without prior written consent from the management of Voit Real Estate Services.

©2014 Voit Real Estate Services, Inc. Real People. Real Solutions.® is a registered trademark of Voit Real Estate Services.
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