City of Alexandria, Virginia

MEMORANDUM
DATE: FEBRUARY 10, 2009
TO: THE HONORABLE MAY OR AND MEMBERS OF CITY COUNCIL
FROM: JAMES K. HARTMANN, CITY MANAGER

SUBJECT: BUDGET MEMO #2: CALENDAR YEAR 2009 REAL PROPERTY
ASSESSMENT REPORT

|SSUE: The Calendar Y ear 2009 Real Property Assessment Report for the City of Alexandria.

RECOMMENDATION: That City Council receive this report showing the results of the annual
assessment of real property” made pursuant to Section 4.08 of the City Charter.

DISCUSSION: Includedinthisreport arethe annual changesin real property assessmentsfrom CY
2008 to CY 2009 and historical statisticsrelated to assessment appreciation, new construction, and
residential sales activities. For valuation purposes, annual assessments have an effective date of
January 1. Assessment reportstypically represent dataon acalendar year basis. Key changesinthe
assessed valuation of real property from CY 2008 to CY 2009 are summarized below.

OVERALL CHANGE IN CY 2009 REAL PROPERTY TAX BASE

Thisyear, the City’soverall real property tax base (including both locally assessed real property and
state-assessed public service corporation property) decreased 2.06%, or $723.7 million from $35.1
billionin CY 2008 to $34.38 hillion? in CY 2009 (Attachment 1, Page 3, Line 66, Column 5).

The reduction of 2.06% in the tax base representsthefirst drop in the total tax base since CY 1994
when the tax base declined 1.61%. The declinein the tax base reflects the continuation of ageneral

1Real Property is defined as the interests, benefits, and rights inherent in the ownership of real estate. The Appraisal
Foundation, Uniform Standard of Professional Appraisal Practice (2008-2009 Ed.), p.U-4.

2The 2009 valuation includes the 2008 value of state-assessed public service corporation property. This value was
certified by the State Corporation Commission and Virginia Department of Taxation in September 2008.
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downward trend reported over the previous two years when the tax base grew at a significantly
slower pace, increasing by 4.02% (CY 2008) and 4.43% (CY 2007), respectively. Thisisthefirst
tax base decline since 1994. The following represents a 10-year history of the City’s property tax

base.

Table 1: 10-Year History of Percentage Changein Real Property Tax Base

CY Percent Change CY Percent Change
2000 9.1% 2005 21.2%
2001 10.1% 2006 20.4%
2002 11.2% 2007 4.4%

2003 19.9% 2008 4.0%
2004 18.4% 2009 -2.1%

Points of Interest Relating to CY 2009 Assessment Changes:

>

Locally assessed real property assessments decreased 2.07% (which consists of new
construction and lossin value of existing property), or $708.6 million, from $34.2 billionin
2008 to $33.5 billion in 2009 (Attachment 1, Page 2, Line 42, Column 5).

Residential property decreased 4.39%, or $883.7 million, from $20.1 billion in 2008 to
$19.3 billion in 2009 (Attachment 1, Page 1, Line 18, Column 5).

The commer cial property tax base increased in 2009 by 1.24%, or $175.1 million, from
$14.1 billion in 2008 to $14.3 billion in 2009 (Attachment 1, Page 2, Line 40, Column 5).

State-assessed public service corporation property assessments decreased 1.69%, or
$15.1 million, from $892.1 million in 2008 to $877.0 millionin 2009 (Attachment 1, Page 3,
Line 64, Column 5). The 2009 assessment is the value effective January 1, 2008. These
values are certified by the State Corporation Commission (SCC) and the Virginia
Department of Taxation (VDoT) in late September of the effective year of the valuation.
The City bills all non-locally assessed properties on a fiscal year basis which allows for
accuracy in the budget and collection process.

Tax exempt real property assessmentsincreased from $4.95 billionin 2008 to $5.1 billion
in 2009. This represents an increase of 2.19%, or $108.5 million (Attachment 1, Page 4,
Line 85, Column 5). This increase was largely driven by the Department of Defense
purchase of abuilding site at Mark Center.

New construction activity added $268.4 million for CY 2009 which partially offset thetotal
tax base decrease of $723.65 million. Residential construction accounted for $64.5 million
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of the new growth, while the commercial sector accounted for the balance of $204 million.
In CY 2008, $433.5 million in new residential and commercia growth was added to the
City’s tax base. Overall, $702 million in new construction has been added to the tax base
over last two years. This equates to approximately 2% of the current total taxable base.
Over thelast five-year period, new construction (apart from its appreciation once compl eted)
has added $2.7 billion to the tax base, or 7.9% of the current total tax base.

Based on data compiled by the Department of Planning and Zoning, a total of 2,130
residential unitsin 20 projects of al typeswere in the construction phase during CY 2008.
Of these, 33% were designated for owner-occupancy, while the balance of 1,426 units, or
67%, were being constructed as rental housing. Symptomatic of residential real property
markets and financial sectors, thetotal number of unitsunder construction represents a28%
decline from the previous year when 2,940 units were under construction.

Residential projects currently under construction and planned for completion during CY
2009 include: Oak Grove (8 single-family detached), Coopers Grove (9 single-family
detached), Potomac Greens (227 single-family attached), Beauregard Station (41
townhouse condominium units), The Duke Old Towne (18 townhouse and 40 mid-rise
condominium units), Brandt Condominiums (56 mid-rise condominium units), The Station
at Potomac Y ard (64 mid-rise rental apartments), and Alexan Carlyle (280 mid-rise rental
apartments).

Real property classified as residential for assessment purposes for CY 2009 represents
56.01% of thetotal real property taxable base, while property classified ascommercial, and
public service corporations, represents 43.99% of the base. Distribution of the City’sred
property tax base allocated between classifications of real property for assessment purposes
isshown in Table 2 below.

Table 2: Distribution of CY 2009 Real Property Assessments by Property Classification

Property Classification Per centage CY 2009 Assessments
Residential Single Family 38.8% $13,331,170,896
Residential Condominium 16.9% $5,803,246,763
Residential VVacant Land 0.4% $121,488,192
Commercial Multi-Family Rental 12.8% $4,416,807,164
Commercial Office, Retail & Service 27.1% $9,299,034,332
Commercial & Industrial Vacant Land 1.5% $530,430,624
Public Service Corporation 2.5% $876,984,914
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Total

100% $34,379,162,885

RESIDENTIAL PROPERTY

Points of Interest Relatingto CY 2009 Residential Assessment Changes:

>

The average assessed value for an existing residential property (consisting of single-family
homes, residential condominiums) decreased 4.75%, from $500,234 in 2008 to $476,490in
2009 (Attachment 1, Page 1, Lines 6 and 14, Column 8).

The average assessed value for a residential single-family home as of January 1, 20009,
decreased 3.46%, from $659,990 in CY 2008 to $637,154.

The average assessed value for aresidential condominium as of January 1, 2009, decreased
7.57%, from $326,429 to $301,718.

For 2009, 87% of all residential condominiums decreased in value, 2% did not change, and
11% increased in value.

The median assessment and the number of parcels by range of assessed value are shown in
Table 3 below. The number of properties valued under $250,000 grew from 6,098 in CY
2008 to 8,323 in CY 2009 reflecting a 36.6 increase. Likewise, the number of properties
assessed over $500,000 also decreased from 15,241 in CY 2008 to 13,856 in CY 2009, or a
decrease of 9.1%. For CY 2009, 65.3% of al residential properties are valued at $500,000
or less.

Table3: CY 2009 Median Residential Assessments

Assessment Range Number of Units Total Assessments M edian Assessment
L ess than $100,000 21 $1,613,717 $86,541
$100,000 - $249,999 8,302 $1,622,392,219 $195,094
$250,000 - $499,999 17,747 $6,481,963,264 $362,563
$500,000 - $749,999 8,549 $5,172,707,061 $598,195
$750,000 - $999,999 3,485 $2,968,992,700 $842,544
$1,000,000 - $1,999,999 1,593 $2,051,069,834 $1,210,815
$2,000,000 + 229 $835,474,211 $2,419,628
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> The 2009 assessed value ranges for single-family homes and condominiums within each
small area plan are included as Attachment 4 to this memo.

> The assessment/sales ratio for residential property (including single-family homes and
condominiumunits) for CY 2008 was 99.04%, and for this same period the previousyear the
assessment sales ratio was 98.11%. This statistic is simply a measure of CY 2008
assessments (as of January 1, 2008) against subsequent CY 2008 sales. In amarket that is
characterized as stable to moderately declining, an AV/sales ratio of 99.04% simply
confirms current projections that housing assessments will generally continue their
downward trend over the next year. It should be noted that only validated arm’s-length
transactions are used for assessment/sales ratio study purposes. A summary of prior year
assessment/sales ratio resultsis shown in Table 4 below.

Table 4: Residential Assessment/Sales Ratio Studies Summary
Resultsfor Calendar Y ears 2000-2008

Units Average Assessed Value %
Calender Year Sold?® Total SalePrice | AV/SalesRatio | Changeln Year After Study

2008 1,382 $705,104,165 99.0% N/A

2007 2,120 $1,059,816,576 98.1% -1.9%
2006 2,376 $1,182,106,929 97.4% -2.9%
2005 3,252 $1,556,139,684 80.8% 19.5%
2004 3,746 $1,476,487,148 78.9% 21.3%
2003 3,516 $1,144,718,513 82.3% 16.9%
2002 3,401 $934,579,588 76.5% 24.5%
2001 3,088 $732,429,726 78.3% 15.3%
2000 2,769 $609,111,863 84.2% 10.6%

3 It should be emphasized that the units sold represent those transfers that satisfied certain criteriafor use in the State's
Annual Sales Ratio Study, and does not include the total number of transfers that occurred during the calendar year. For
example, there were atotal of 2,040 residential property salesin the City in 2008. This represents a 27.3% decrease from 2007
when 2,806 sales were reported, and a decrease of 42.6% from 2006 when 3,551 were reported.
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Due to the continuing credit crisis and a deepening recession, most economists are
forecasting another down year for the U.S. housing market in 2009. Few would contradict
this prediction given rising unemployment, higher mortgage delinquencies, and increasing
foreclosures which are a frequent topic of discussion. Despite all these indices, there are
factorsthat will help curtail the severity of the downturn, particularly in Alexandriawhere
the economy isnot in astate of substantial decline. Mortgageratesarerelatively affordable
and were at or below 5 percent for 30-year conventional conforming loansin January 2009.
Fannie Mae recently announced that it was|oosening lending guidelinesfor home refinances
even though it only applies to loans it owns or guarantees. Another reason for some
optimism is the fact that homes prices at the national level have fallen approximately 20
percent from 2006 levels resulting in greater affordability. Housing starts have also
declined, which will help balance supply and demand, thereby reducing the glut of unsold
homes. The proposed federal economic stimulus packagewill aso help the housing market
by creating new jobs, curtailing the number foreclosures, and creating liquidity in the credit
markets. Another recent development is the possible passage of afederal home buyer tax
credit which could spur demand. Housing recently received good news when it was
announced that December sales of existing homesincreased 6.5 percent from the previous
month, and unsold inventories dropped by 12 percent. Thiscould provide an indication that
buyers are re-entering the market, but it is too early to make any prediction of a sustained
turnaround.

Notwithstanding potential bright spots, most indices provide convincing evidence that
declining home sales and prices are continuing to impact the metropolitan area. The effects
are worse in those jurisdictions located furthest from the Capital Beltway (1-495). In the
Northern Virginiaareathese would include Prince William and Loudoun Counties. Table5
below compares 2007 and 2008 sales pricesin the City of Alexandriaand other jurisdictions
in Northern Virginia. It should be noted that these statistics are compiled for individual
months and fluctuations do occur based on the inventory available and settled within that
month. Also, Alexandria’s average prices tend to be lower, aslower priced condominiums
are alarger percentage of the City’s residential tax base, than in other Northern Virginia
jurisdictions. Thereal story isthe significant drop in valuesfor areas outside the beltway. In
general, localities located closest the District have historically, and will continue to
command higher prices.

Table5: 2007 and 2008 Sales Price Comparison For
Selected Northen Virginia Jurisdictions

Jurisdiction 2007 Price 2008 Price $ Change % Change

Alexandria $502,900 $471,200 -$31,700 -6.3%
Arlington Co. $559,000 $539,300 -$19,700 -3.5%
Fairfax Co. $542,000 $445,900 -$96,100 -17.7%
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Loudoun Co. $516,800 $389,000 -$127,800 -24.71%

Pr. William Co. $395,000 $257,900 -$137,100 -34.7%

Source: Metropolitan Regional Information Systems, Inc.
GMU Center for Regional Analysis

Residential Real Property Sales Statistics for 2006, 2007, and 2008 which reflect the dollar
volume, the number of units sold and the average sales price are included as Attachment 5.
These statistics were prepared by the Department of Real Estate Assessments. Based on
validated arms-length transfers, the average sale pricefor asingle-family dwelling decreased
5.65% from the previous year to $607,567. Condominiums decreased 9.43% to 301,115in
2008. Combined, the average price decreased 6.37% from $495,052 in 2007 to $463,527 in
2008. Thiswas supported by statistics compiled by the Center for Regional Analysis that
reported acalendar year-over-year decrease of 6.3% from 502,990in CY 2007 to $471,200
in CY 2008.

In December 2008, the number of active listingsin the City stood at 678 (297 single-family
and 381 condominiums). Of these, 43 percent are priced between $350,000 and $999,999, 11
percent are priced in excess of $1,000,000, and 46 percent are priced below $350,000. Of
those priced below $350,000, 45 are single-family and 271 are condominiums.

On amonth-over-month basis, average days on the market in December 2008 decreased 8.7
percent to 84 days. Based on 149 sales during the month (which compared to 153 salesin
2007), theunsold inventory stood at approximately 4.5 months. Thisavailable supply figure
could be misleading given the potential number of homeowners that are not willing to
market their homes at current price levels.

According to recent presentations prepared by the George Mason University Center for
Regional Analysis discussing the regions economy and housing market, housing activity is
projected to be weak in 2009, but start to improve toward the second half of the year.
Despite significant job lossesin other parts of the country, particularly in the manufacturing
states, the Washington, D.C. Metro Area was still generating jobs with approximately
25,600 created during 2008. The Washington, D.C. Metro Areaisthe only metropolitan area
of the country adding jobs. Of these, 12,500, or 48.8 percent were created in Northern
Virginia. Thelargest gains were reported in the professional and business service sectors
where the jobs are generally higher paying than those that were lost in other sectors. This
would help explain why home prices are more stablein close-in locationsinside the Capital
Beltway. Job growth in Northern Virginia is expected to continue over the next several
years with 12,200, 19,800, and 23,500 new jobs created in 2009, 2010, and 2011,
respectively. Notwithstanding job growth in the various sectors of the economy, thefederal
government will remain a primary source of economic stimulus for the region. Consumer
confidence will aso play amajor rolein any market reversal. Asalways, price and income
will bethe determining factor relative to demand over thelong-term. In other words, salaries
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associated with these new jobs have to be commensurate with price in order maintain
overall affordability.

Despite current market conditions, the region’s employment pictureis still better than most
being third in the nation in terms of new job creation. A regional unemployment rate as of
January 1 of 4.5 percent comparesfavorably with the current national average of 7.6 percent.
As of December 2008, the unemployment rate in the City of Alexandriawas 3.2 percent.
This compares favorably with the 3.9 percent rate in Northern Virginiaand 5.2 percent in
the Commonwealth of Virginia.

Current statistics indicate that one out of four foreclosures nationwide involve an investor.
Regionally, the greatest risk for these types of properties existsin the outer suburbs, or those
areas |ocated outside of the Capital Beltway (1-495) which experienced the highest rates of
appreciation from 2003 through 2006. On apositive note, the sub prime market representsa
small percentage of thetotal mortgage debt. Asof January 1, 2008, the sub prime market in
Northern Virginia only totaled 5.5% all mortgage debt. Maryland and the District of
Columbia maintained slightly higher percentages of 7.1% and 5.9%, respectively. Refer to
Table 6 for foreclosure activity in the City of Alexandriafrom 2006 through 2008.

Table 6: ForeclosuresIn The City of Alexandria
By Property Type 2006, 2007 and 2008

Y ear 2006 2007 2008
Condominium 21 83 241
Single-Family 1 56 123

Commercia 1 0 1
Vacant Land 0 1 0
Total 23 140 365
Source:  Department of Real Estate Assessments

Based on the data, the number of recorded foreclosures increased 160.71 percent between
2007 and 2008. According to statistics compiled by the George Mason University Center for
Regional Analysis, theforeclosurerateinthe City issignificantly lessthan Northern Virginia
jurisdictions outside the Capital Beltway.

In conclusion, both the single-family and condominium marketsremain in transition. The
Washington Business Journal recently asked three experts what to expect in 2009 and
received three different answers. The market, while potentially “firming up” for close in
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locations, will remain volatile due to overpriced housing relative to incomes, and the
potential for more foreclosures.

COMMERCIAL PROPERTY

Points of Interest Relating to CY 2009 Commer cial Assessment Changes:

=

The value of existing locally-assessed commercia property on January 1, 2009, increased
1.24%, or $175.12 million. Property depreciation of $28.83 million was offset by $203.96
million in new construction value (Attachment 1, Page 2, Line 40, Columns 6 & 8).

According to the Fourth Quarter 2008 Kor pacz Real Estate | nvestor Survey, apublication of
PriceWaterhouseCoopers, the continuing financial crisisand recent job |osses have become
much more broad-based, and are reaching far beyond industries associated with the housing
downturn. Nationally, largejob losses have been reported in theretail, and professional and
business service sectors. As such, investors in the commercial real estate industry are
cautious about market fundamentals and bracing themselves for the impact in 2009. The
national office market has already seen signsof trouble ahead with increasing vacancy rates
reported within both CBD and suburban sectors. With the pullback in consumer spending it
will only follow that theretail sector will turn negative. Commercial real estate hastypically
been viewed as a lagging market, thus, it would not be unorthodox to predict that further
market deterioration through the domino affect should be expected in 2009 and into 2010.
With the projected depth of the recession only worsening, supply will likely outpace demand
in most, if not al, of the commercial market sectors. Thiswill effectively create atenants
market resulting in lower rental rates. These factors combined with higher rates of
capitalization and more stringent underwriting standards will result in declining property
values. Theimpact onindividual marketsand specific property typeswill vary greatly based
on aregion’s underlying fundamentals and property characteristics. Commercial markets
such as those that characterize the Washington metropolitan area are also expected to
experience adjustments. Notwithstanding, the challengefor market participantsin 2009 will
be dealing with price corrections and the lack of available financing. After months of
compressed capitalization rates, risk measurement will play a controlling role in purchase
and financing decisions.

Asif increasing vacancy, falling rents, and higher capitalization rates are not enough, the
market is also having to contend with the lack of available debt capital. With investment
banking and commercial mortgage-backed securities losing their once dominant role as a
financing mechanism, commercial property owners are now faced with finding sources of
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new funding as existing loans mature. According to arecent articlein the Business Section
of the Washington Post, approximately one-third of the loans used to finance commercial
buildingsin the Washington areathat were subsequently sold to Wall Street are maturingin
the next fiveyears. Property owners of office buildings, shopping centers, hotelsand rental
apartments are scrambling to secure new funding. Thisisprovingincreasingly difficultina
credit market that is virtually frozen. In the event new financing cannot be secured, they
may be forced to sell otherwise performing assets during a downward trend in the market.
According to datacompiled by Real Capital Analytics, approximately $21 billioninexisting
commercial debt must be refinanced by the end of 2013. Banksare now, however, requiring
larger equity positionsand personal recourse. It isestimated that approximately one-half of
$61.2 billion of such loans made in the Washington metropolitan region are for properties
located in Virginiaand will come due over the next fiveyears. Delinquenciesare not yet an
issue. Theinternational real estateinvestor community hasjust ranked the Washington, D.C.
area as the most attractive investment opportunity region in the world. Whilethisisavery
positive statement, the global financial crisis, coupled with the large drop in oil prices, has
drastically shrank the potential international investor pool.

In conclusion, the first cracks in the commercial market were exposed during 2008.
Continued difficultiesin the credit market in 2009 will result in lower rental rates, higher
vacancy, and lower market values. Expect capitalization rates across all commercial
sectorsto increase asthe market re-pricesrisk and demands greater equity positionsfrom
investors. Increasingly likely, higher capitalization rates during 2009 will probably result
inadrop in the City’s commercial tax base to be reflected in 2010 assessments.

Land Values

Unimproved land remains a scarce commodity in the City of Alexandria. Uncertainty about the
timing of a sustained recovery have resulted in fewer land sales over the last year. Other than
scattered residential lot sales, there were two land transfers of interest during 2008.

On December 4, 2008, Mark Center Land LL C (Duke Realty), transferred 15.9 acres to the United
States of Americafor arecorded consideration of $105 million. Thisequatesto $151.60 per square
foot of ground, or $76.00 per FAR based on a proposed office development containing 1.4 million
sguare feet. While this land sale is a strong indication of value in the west end, this parcel will
remain tax exempt now that it is owned by the Federal Government.

On May 20, 2008, Alexandria-Southern Properties, Inc., transferred 4.6 acresto the Carlyle Plaza,
LLC, for arecorded consideration of $17 million. Thisequatesto $85.50 per square foot of land, or
$45.71 per FAR based on a proposed development. The property constitutes Block P of Carlyle.

New Construction Activity
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New construction activity continues to show signs of slowing for projects that are currently being
developed as well as for new starts. Some of the more significant new construction projects are
summarized in Table 7 below and continued on the top of the following page.

Table 7. Selected New Construction Projects

Project Name % Complete
Address Land Use Asof 1-1-09 Comments
Beauregard Station Residential 41 townhouse condo units. 13 units
520 Armistead Street Condominium 40% have been compl eted.
Patent & Trade Center, Block J 52,037 square feet of office space
2050 Ballanger Ave. Office/Retail 80% and 16,319 square feet of retail.
Patent & Trade Center, Block K 32,594 sgquare feet of office space
1900 Ballenger Ave. Office/Retail 80% and 29,048 square feet of retail.
Kimpton Hotel 107 roomswithin a121,670 square-
1514-1520 King Street Hotel 90% foot mid-rise building..
Alexan /Carlyle Center Multifamily 281 rental apartments within two
310 Hooffs Run Drive Rental 30% mid-rise buildings.
The Duke Old Towne Residential 18 townhouse and 40 condo flats
1300 Duke Street Condominium 25% within amid-rise building.
Brandt Property Residential 56 condominium flats within three
900 N. Washington Street Condominium 50% mid-rise buildings.
Victory Center 33% of
5001 Eisenhower Avenue Office existing bldg | 512,089 square feet of office space.
Edmunson Plaza
1701 Duke Street Office/Retail siteimps. 101,108 square feet of office space
only and 27,800 square feet of retail.

Office Market Overview

This property classis segmented by size and includes both large office buildings and junior office
buildings. The base for this property type increased a nominal 0.8%, or approximately $40.6
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million, from $4.99 billionin CY 2008 to $5.03 hillion for CY 2009 (Attachment 1, Page 2, Line 30,
Column 5). The net increase to the base was the result of $65.0 million in new growth offset by
$24.4 million in property depreciation.

The Northern Virginia office market was relatively well insulated from the downturn recorded
during the fourth quarter of 2008, but is none the less contending with declining demand and
increasing vacancy. Not all submarketsthough are being impacted the same as office areas | ocated
inside the Capital Beltway (1-495) which continue to outperform their counterparts outside thering.
Generaly, the diversified tenant base provided an element of stability. Sub-markets inside [-495
have performed better and maintained tight dynamics. Relative low vacancy and high rents, the
office market in Alexandria and neighboring Arlington County contrasts sharply with western
Fairfax and eastern Loudoun Counties where an oversupply exists due to anumber of new building
deliveries during late 2007 and throughout 2008.

As with most commercia property, the number of office buildings sales fell significantly during
2008. Capitalization rates trended upward and this is expected to continue into 2009. While new
development projects are planned, new construction for the most part is expected to taper off
significantly until the financial markets recover and signs of a general recovery become apparent.
Asof January 1 only three office buildings totaling 258,906 square are scheduled to be delivered in
the City during 2009.

According to statistics compiled by the CoStar Group, the City of Alexandria, asof January 1, 2009,

contained 19 million square feet of office space. At this time, direct vacancy averaged 6.3%
(excluding Victory Center). This compares with a direct vacancy rate in Northern Virginia of
13.7%. Full service office space rents in the city average $32 per square foot. It should be noted
that the average asking rent actually increased 3.5% between 2007 and 2008.

According to datadetailed in the Fourth Quarter 2008 Korpacz Real Estate Investor Survey, overall
capitalization rates in the Northern Virginia Office Market ranged from 5.0% to 9.0% with an
average of 7.08%. This represents an increase of 25 basis points from the same period one year
earlier when the average rate was 6.83%. Office building sales that occurred in the City during
2008 are summarized in Table 8 on the following page.

Table 8: 2008 Office Building Sales

Bldg. Size In Sq.Ft. Price/Sq.Ft.
Property Location SaleDate | Net Leaseable Area Consideration of NLA
720 N. Saint Asaph Street | 2-29-2008 20,000 $5,850,000 $292.50
2800 Shirlington Road 3-14-2008 205,127 $62,500,000 $304.69
1650 Diagonal Road 1-14-2008 28,045 $10,196,200 $363.57
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2051 Jamieson Avenue 3-11-2008 139,194 $65,795,987 $472.69
2318 Mill Road (Condo) 4-23-2008 123,251 $50,391,919 $408.85

2318 Mill Road (Condo) 2-29-2008 126,459 $50,583,664 $400.00

Multi-Family Apartment Market Overview

The multi-family (rental) property base increased 0.8% for CY 2009 (Attachment 1, Page 2, Line
26, Column 5) to $4.4 billion. Thisis significantly less than CY 2008 when this class increased
$367.8 million, or 9.1%, over the previous year. Overal, thereis a $33 million increase for CY
2009. New growth of $82.5 million was substantially offset by $49.5 million in depreciation.

The national apartment market is only now reacting to the current employment trends which isits
primary generator of demand. Itisnow common for sometenantsto consolidate with friendsor exit
the market entirely by moving back home with parents. According to the Fourth Quarter 2008
Korpacz Real Estate Investor Survey, the national apartment market vacancy rateincreased to 6.1%
up from 5.7% the previousyear. Ownersare now focusing all efforts on preserving income streams.

With debt capital hard to obtain, investors are shifting away from acquisitions and concentrating on
existing property operations and asset management. Like the office market, retaining tenants and
luring new ones is the name of the game to safeguard revenue. It isimportant to note that sales of
apartment projects have not been as severely impacted compared to other sectors of the commercial
market with well-located projects in close proximity to employment centers and transportation
modes still perceived to be solid investments. Overall, the Washington metropolitan area continues
to be one of the top apartment markets due to continued employment growth and ahighly transient
workforce.

According to datadetailed in the Fourth Quarter 2008 Korpacz Real Estate Investor Survey, overall
capitalization ratesin the National Apartment Market ranged from 3.8% to 8.5% with an average of

6.13%. This represents an increase of 38 basis points from the same period one year earlier when
the average rate was 5.75%.

Warehouse Market Overview

The industrial warehouse property tax base increased $5.3 million, or 0.7%, for CY 2009
(Attachment 1, Page 2, Line 33, Column 5) to $780.1 million. Thisis significantly lessthan CY
2008 when this class increased $73.2 million, or 10.3%.

The only new construction in the City during the 2008 wasin the form of the partial redevelopment
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of the Hoffman Town Center. Here, approximately 26,100 square feet of flex warehouse space was
converted for retail known asthe Shopsat Eisenhower East. Theexisting structurewasrazed, and a
new building is being constructed using the same footprint. Ascommercial and mixed-uselandin
the City becomes more scarce, market evidence suggests that large warehouse properties will
continue to sell in the future for the purposes of redevelopment. Current uses, however, will be
retained on an interim basis pending more favorable economic conditions.

The national warehouse market has deteriorated from 2008 with supply now exceeding demand.

All facets of the larger economy are affecting demand for general warehouse space, distribution
facilities, and flex industrial uses. Of the 2.6 million jobs lost in the United States in 2008,
significant reductions were reported in the manufacturing, retail, and wholesale trade sectors that
essentially drive industrial demand.

According to the CoStar Group statistics, the City hasan overall direct vacancy rate of 5.6%. Triple
net asking rents for industrial space average of $11.50 per square-foot.

According to datadetailed in the Fourth Quarter 2008 Korpacz Real Estate Investor Survey, overall
industrial capitalization rates ranged from 5.0% to 9.0% with an average of 6.73%. Thisrepresents
an increase of 25 basis points from the same period one year earlier when the average rate was
6.48%. Industrial building salesthat occurred in the City during 2008 are summarizedin Table 11
below.

Table 11: 2008 I ndustrial Building Sales

Bldg. SizeIn Sqg.Ft.
Property Location Sale Date GrossFloor Area Consideration Price/Sq.Ft. of GFA
3655 Wheeler Avenue 8-18-2008 18,096 $2,671,667 $147.64
5703 Edsall Road 12-19-2008 29,400 $5,150,000 $175.17

Hotel Market Overview

The basefor this property typeincreased 6.8%, or approximately $63.3 million, from $930 million
in CY 2008 to $993.3 million for CY 2009 (Attachment 1, Page 2, Line 34, Column 5). Of this,
$44.1 millionis attributable to appreciation, while the balance of $19.2 million isderived from new
growth. The CY 2009 percentage increase is less than those in CY 2008 and CY 2007 when the
hotel tax base increased 17.8% and 27.4%, respectively.

On a national scale, the hospitality industry is the story of the day. A multitude of economic
challenges during 2008 negatively impacted the demand for lodging. Lower occupanciescombined
with supply growth more then offset any gains derived through higher Average Daily Rates (ADR),
and now that a recession is firmly in-place with rising unemployment, the state of the national
hospitality industry isonly expected to worsen. A recent report issued by PricewaterhouseCoopers,
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forecasted a significant reduction in Revenue Per Available Room (RevPAR) in 2009 due to the
sharp economic deceleration. Based on datacompiled by Smith Travel Research, an 11.2% decrease
in RevPAR is projected for 2009; this after a 1.9% decrease during 2008. Occupancy in 2008 is
expected to decline 3.9 percentage pointsto 56.5% primarily attributableto ayear-over-year decline
in demand. A recent article in the Washington Post, also cited data prepared by PKF Hospitality
Resear ch indicating declineswithin all key measures. However, the Washington areawill probably
be less impacted than the national market due to the presence of the federal government, and
Alexandria’sdrivetime accessability to most residents of the Eastern U.S. will help temper thelikely
drop in hotel room demand.

In the City, declines in occupancy have been more than offset by increases in both ADR and
RevPAR. Refer to Table 12 at the top of the following page which detail these measures over a
three-year period.

Table 12: Occupancy %, ADR, and RevPAR
City of Alexandria CY 2006 - CY 2008

Measure 2006 2007 2008
% Occupancy 69% 68.2% 67.1%
ADR $139.41 $145.88 $155.67
RevPAR $96.23 $99.46 $104.48
Source:  Smith Travel Research - December 2008

New hotel construction in the City includes the Westin at Carlyle which isa 312 room full service
facility, the 180-room Marriott Residence Inn located at 2345 Mill Road, and a 107-room Kimpton
hotel being developed on the 1500 block of King Street. The first two facilities were delivered in
2008. The Kimpton facility on King Street will be delivered during thefirst quarter of 2009. There
were no sales of hotelsin the City during 2008.

According to datadetailed inthe Third Quarter 2008 Korpacz Real Estate Investor Survey, National
Full-Service Lodging capitalization rates ranged from 6.0% to 10.5% with an average of 8.50%.
This represented an increase of 20 basis points from the same period one year earlier when the
averagerate was 8.30%. The National Luxury/Upper-Upscale Lodging capitalization rates ranged
from 5.0% to 11.0% with an average of 8.71%. Thiswas no change from the previous year.

Shopping Center Market Overview

The base for shopping center properties increased 5.8%, or approximately $33.6 million, from
$575.1 millionin CY 2008 to $608.6 million for CY 2009 (Attachment 1, Page 2, Line 32, Column
5).
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Based on data compiled by the Department of Finance and the Virginia Department of Taxation,
third quarter 2008 gross retail receipts totaled $518 million. This was a 4.6% decrease from the
previous year quarter with gross receipts totaled $543

According to the CoStar Group stetistics, the overall direct vacancy rateis 3.5%. Including avery
limited inventory of sublet space, the overall vacancy rateincreasesto 3.6%. Triplenet asking rents
for retail space average of $32 per square foot. Notwithstanding the current situation, a moderate
increase in the City’s vacancy ratefor thisland use should be anticipated during the course of 2009.

For the most part, the City is characterized by neighborhood shopping centers. According to the
Fourth Quarter 2008 Korpacz Real Estate Investor Survey, capitalization rates for these property
types ranged from 6.0% to 10.0% with an average of 7.57%. This represented an increase of 25
basis points from the same period one year earlier when the average rate was 7.24%.

Although Landmark Mall has continued to struggle, the performances of the City’s 28 neighborhood
centers and Potomac Y ard Retail Center continued to perform well with high occupancy levelsand
stable operating positions. General Growth (which managesLandmark Mall and ownsamajority of
it) continues to struggle with debt obligations and the Mall will be facing redevelopment in the
future. The current economic conditions are likely to delay the redevel opment of this site. Potomac
Y ard Retail Center has subdivided the theater component and will be most likely looking to devel op
the site.

Nationally, adecreasein consumer spending and increasing in vacancy ratesis making for cautious
investors. According to Emerging Trends in Real Estate 2009, well located strip centers with a
grocery anchor will continue to draw necessity shoppers. Centerslocated in high-density areaswith
demographic characteristics that include high disposable incomes and higher than average wage
increases will receive the most focus. Above averageincomes of Washington Metro arearesidents
are more than adequate to support most types of retail development. Dueto the area’srelative low
unemployment rate, companies have used high salaries as a lure to attract qualified individuals.
Despite moderate growth, the Washington Metro economy is projected to outperform most other
areas of the country in 2009 with improvement expected during 2010. There were no shopping
center salesin the City during 2008.

General Commercial Overview

General Commercial properties typically contain uses such as small retailers, repair and service
establishments, restaurants, and financial institutions. This property type is broadly defined as
commercia properties that contain less than 12,000 square feet of space. The market for smaller,
leased and owner-occupied commercial space continued to be generally stable or slightly declining
as reflected by the sales prices for these types of properties during 2008. It aso has the highest
percentage of owner-occupied properties compared to other classes of property in the City.

The basefor this property type decreased 1.36%, or approximately $19.2 million, from $1.42 billion
in CY 2008 to $1.40 billion for CY 2009 (Attachment 1, Page 2, Line 28, Column 5). The past
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severa yearshas seen rental rateslagging behind what an investor would expect based on the market
transactionsrelativeto acompetitiverate of return. During CY 2008, we continued to seeincreases
inrental ratesto levels more commensurate to what would be expected based on the sal es prices of
these properties. These are expected to stabilize, or decrease dlightly, during 2009.

ASSESSMENT PROCESS

Thelegidlation enabling and requiring the City to annually assessreal property for local taxationis
found in the Virginia Constitution, Code of Virginia, Charter of the City of Alexandria and
Alexandria City Code. The Department of Real Estate Assessments (DREA) annually assesses all
parcels of real estate in the City at 100% of fair market value. In establishing annual real property
assessments, DREA uses mass appraisal methodsto estimatethefair market value. Massappraisals
replicate the market for one or more land uses across awide geographic area, while single-property
appraisals represent the market for one kind of land use in a limited area. Notwithstanding the
relative difference, mass appraisal builds on the same principles as single-property appraisal. The
CY 2009 real property assessments are the result of measuring market indicatorsfrom arms'slength
transactions, property income and expense information, and comparable construction cost data.
Staff also employs numerous data services and our Computer Assisted Mass Appraisal (CAMA)
System to produce equitable values for all propertiesin the City.

For CY 2009, 43,529 local taxable propertieswere assessed. Also assessed on an annual basiswere
1,047 tax exempt parcels. Assessment notices were mailed to property owners on February 10,
2009. Real estate assessment information was available on the city’s web site on February 10" in
conjunction with the City Council presentation, which included the information about the forms
needed for the review and appeal process, the 2009 assessmentsfor all locally assessed properties,
general assessment information, and our improved data search capability on thereal estate portion of
the City’sweb site enabling residentsto view recent salesdata, aswell asthe salesused to determine
their assessment.

The 2009 assessment notices included information about requesting a review of assessment with
DREA by April 1, and information about filing an appeal of the assessment with the Board of
Equalization and Assessment Review by July 1. Typically lessthan 2% of ownersor real property
challenge the assessed value of their property through the annual assessment review and appeal
process. In 2008, the number of requestsfor assessment reviewsfiled with DREA and appealsto the
Board represented 1.65% (720) and 1.08% (471), respectively, of the 43,532 locally assessed
properties in the City. The number of reviews and appeals has seen an increase as the markets
continue to decline, and we expect this trend to continue during 2009.
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City of Alexandria, Virginia
CY 2009 REAL PROPERTY ASSESSMENT SUMMARY INCLUDING APPRECIATION AND GROWTH
Comparison of 2008 Equalized Assessments (December 31, 2008) to January 1, 2009

Real Property Classification 2008 Equalized 2009 ($) Amount % New Growth % New  ($) Amount of %
& (Parcel Count) Assessments Assessments of Change Change 63 Growth  Appreciation  Appreciation
0y 2 3) ) 5) (6) Q) ® )]
Locally Assessed Taxable Real Property
Residential Real Property
1 Residential Single Family
2 Detached (9,115) $6,990,309,991 $6,804,569,686 -$185,740,305 -2.66% $27.847,154  0.40% -$213,587,459 -3.06%
3 Semi-Detached (5,601) 3,259,958,431 3,120,875,848 -139,082,583 4.27% 4,643,807 0.14% -143,726,390 -4.41%
4 Row House (6,207) 3,520,108,647 3,405,725,362 -114,383,285 -3.25% 5,434,130 0.15% -119,817,415 -3.40%
5 N,
6 Total Single Family (20,923) $13,770,377,069  $13,331,170,896 -$439,206,173 -3.19%% $37,925,091  0.28% -$477,131,264 -3.46%
e
8 Residential Condominium
9 Garden (10,418) $3,246,273,780 $3,063,305,258 -$182,968,522 -5.64% $22,092,717  0.68% -$205,061,239 -6.32%
10 High-rise (7,838) 2,509,155,154 2,260,406,869 248,748,285 -9.91% 0  0.00% -248,748,285 -9.91%
11 Residential Cooperative (18) 21,302,200 22,148,200 846,000 3.97% 0 0.00% 846,000 3.97%
12 Townhouse (960) 475,647,721 457,386,436 -18,261,285 -3.84% 2,015,164 0.42% -20,276,449 -4.26%
B3 e e —
14 Total Residential Condominium (19,234) $6,252,378,855 $5,803,246,763 -$449,132,092 -7.18% $24,107,881 0.39% -$473,239,973 -71.57%
15
16 Total Vacant Residential Land (690) $116,857,939 $121,488,192 $4,630,253 3.96% $2,442,203  2.09% $2,188,050 1.87%
17 e e
18 Total Residential Real Property (40,847) $20,139,613,863  $19,255,905,851 -$883,708,012 -4.39% $64,475,175  0.32% -$948,183,187 -4.711%
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City of Alexandria, Virginia
CY 2009 TAX EXEMPT REAL PROPERTY ASSESSMENT SUMMARY INCLUDING APPRECIATION AND GROWTH
Comparison of 2008 Equalized Assessments (December 31, 2008) to January 1, 2009

Real Property Classification ' 2008 Equalized 2009 ($) Amount % New Growth % New  ($) Amount of %
& (Parcel Count) Assessments Assessments of Change Change 3 Growth  Appreciation  Appreciation
) 2 3) 4 ) (6) Q) 3) ®

67 Tax Exempt Real Property
68
69 Governmental
70 Federal (18) $606,180,317 $665,349,921 $59,169,604 9.76% $60,071,058  9.91% -$901,454 -0.15%
71 State (33) 261,277,600 261,267,860 -9,740 0.00% 0 0.00% -9,740 0.00%
72 Regional (4) 40,142,970 40,106,863 -36,107  -0.09% 0 0.00% -36,107 -0.09%
73 Local (552) 2,591,132,987 2,633,255,453 42,122,466 1.63% 51,509,726  1.99% -9,387,260 -0.36%
74 WMATA (52) . 325,871,539 325,871,539 0 0.00% 0 0.00% 0 0.00%
75 T e e e — S
76 Total Governmental (659) $3,824,605,413 $3,925,851,636 $101,246,223 2.65%  $111,580,784 2.92% -$10,334,561 -0.27%
77
78 Non-Governmental
79 Religious (200) $467,463,602 $474,399,342 . $6,935,740 1.48% $7,384,937  1.58% -$449,197 -0.10%
80 Charitable (56) 272,833,952 273,388,705 554,753 0.20% 0 0.00% 554,753 0.20%
81 Educational (132) . 382,812,979 382,598,760 -214,219  -0.06% 0 0.00% -214,219 -0.06%
82 e e
83 Total Non-Governmental (388) $1,123,110,533 $1,130,386,807 $7,276,274 0.65% $7,384,937 - 0.66% -$108,663 -0.01%
84 B B — -
85 Total Tax-Exempt Real Property (1,047) $4,947,715,946 $5,056,238,443 $108,522,497 2.19%  $118,965,721 2.40% -$10,443,224 -0.21%

Department of Real Estate Assessments, January 12, 2009
cspage2 \ CY 2009 Assessment Summary 2.c
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CY 2009 Real Property Assessment Report

2009 MEDIAN ASSESSMENT FOR SINGLE
FAMILY HOMES AND RESIDENTIAL CONDOMINIUMS

Small Area Plan 1

Alexandria West
Assessed Value No. of Median
Range Units Value
Less than $100,000 11 $ 88,698
$100,000 to $249,999 2,262 190,138
$250,000 to $499,999 1,706 386,944
$500,000 to $749,999 600 551,838
$750,000 to $999,999 15 808,135
$1,000,000 to $1,999,999 3 1,121,800
$2,000,000 and over 0s$ -
Small Area Plan 2
Braddock Road Metro Station
Assessed Value No. of Median
Range Units Value
Less than $100,000 4 % 80,000
$100,000 to $249,999 20 173,400
$250,000 to $499,999 1012 375,536
$500,000 to $749,999 655 565,964
$750,000 to $999,999 126 837,644
$1,000,000 to $1,999,999 27 1,194,511
$2,000,000 and over 1 3,000,000
Small Area Plan 3
Fairlington/Bradlee
Assessed Value No. of Median
Range Units Value
Less than $100,000 08 -
$100,000 to $249,999 0s$ -
$250,000 to $499,999 119 362,117
$500,000 to $749,999 6 546,847
$750,000 to $999,999 03 -
$1,000,000 to $1,999,999 03 -
$2,000,000 and over 083 -
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CY 2009 Real Property Assessment Report

2009 MEDIAN ASSESSMENT FOR SINGLE
FAMILY HOMES AND RESIDENTIAL CONDOMINIUMS

Small Area Plan 4

King St./Eisenhower Ave. Metro Station

Assessed Value No. of Median
Range Units Value
Less than $100,000 05$ -
$100,000 to $249,999 0s -
$250,000 to $499,999 114 321,908
$500,000 to $749,999 43 588,089
$750,000 to $999,999 2 933,674
$1,000,000 to $1,999,999 1 1,117,031
$2,000,000 and over 08$ -
N Small Area Plan 5
Landmark/Van Dorn
Assessed Value No. of Median
Range Units Value
Less than $100,000 03 -
$100,000 to $249,999 3,780 199,038
$250,000 to $499,999 2,743 310,563
$500,000 to $749,999 950 556,492
$750,000 to $999,999 126 804,711
$1,000,000 to $1,999,999 3 1,003,268
$2,000,000 and over 09 -
Small Area Plan 6
Northeast
Assessed Value No. of Median
Range Units Value
Less than $100,000 08§ -
$100,000 to $249,999 219 225,800
$250,000 to $499,999 530 419,824
$500,000 to $749,999 207 547,582
$750,000 to $999,999 14 862,993
$1,000,000 to $1,999,999 083 -
$2,000,000 and over 0s$ -
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Small Area Plan 7
Northridge/Rosemont
Assessed Value No. of Median
Range Units Value
Less than $100,000 1 $ 85,000
$100,000 to $249,999 223 200,069
$250,000 to $499,999 2,082 304,693
$500,000 to $749,999 1,472 651,460
$750,000 to $999,999 802 845,562
$1,000,000 to $1,999,999 347 1,222,071
$2,000,000 and over 51 2,404,930
Small Area Plan 8
Old Town
Assessed Value No. of Median
Range Units Value
Less than $100,000 0SS -
$100,000 to $249,999 64 214,922
$250,000 to $499,999 554 378,161
$500,000 to $749,999 823 633,159
$750,000 to $999,999 780 862,366
$1,000,000 to $1,999,999 680 1,230,580
$2,000,000 and over 116 2,455,562
Small Area Plan 9
Old Town North
Assessed Value No. of Median
Range Units Value
Less than $100,000 483 52,116
$100,000 to $249,999 272 197,480
$250,000 to $499,999 840 345,244
$500,000 to $749,999 369 601,606
$750,000 to $999,999 202 794,723
$1,000,000 to $1,999,999 47 1,220,435
$2,000,000 and over 08 -
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Small Area Plan 10

Potomac West

Assessed Value No. of Median
Range Units Value
Less than $100,000 05$ -
$100,000 to $249,999 529 186,250
$250,000 to $499,999 3,082 404,609
$500,000 to $749,999 1,814 594,927
$750,000 to $999,999 399 827,552
$1,000,000 to $1,999,999 75 1,113,962
$2,000,000 and over 2 2,850,000
Small Area Plan 11
Potomac Yard/Potomac Greens
Assessed Value No. of Median
Range Units Value
Less than $100,000 0% -
$100,000 to $249,999 0% -
$250,000 to $499,999 75 452,137
$500,000 to $749,999 172 626,694
$750,000 to $999,999 220 826,891
$1,000,000 to $1,999,999 0% -
$2,000,000 and over 0% -
Small Area Plan 12
Seminary Hill/Strawberry Hill
Assessed Value No. of Median
Range Units Value
Less than $100,000 03$ -
$100,000 to $249,999 873 189,653
$250,000 to $499,999 2,934 362,563
$500,000 to $749,999 506 578,012
$750,000 to $999,999 421 863,118
$1,000,000 to $1,999,999 170 1,241,173
$2,000,000 and over 27 2,383,656
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Small Area Plan 13

Southwest Quadrant

Assessed Value No. of Median
Range Units Value
Less than $100,000 0 -
$100,000 to $249,999 15 212,987
$250,000 to $499,999 546 414,871
$500,000 to $749,999 226 559,030
$750,000 to $999,999 92 836,493
$1,000,000 to $1,999,999 39 1,070,736
$2,000,000 and over 0 0
Small Area Plan 14
Taylor Run/Duke Street
Assessed Value No. of Median
) Range Units Value
Less than $100,000 0 -
$100,000 to $249,999 35 240,532
$250,000 to $499,999 773 314,239
$500,000 to $749,999 563 600,196
$750,000 to $999,999 243 872,792
$1,000,000 to $1,999,999 201 1,249,747
$2,000,000 and over 25 2,320,918
Small Area Plan 15
Eisenhower East
Assessed Value No. of Median
Range Units Value
Less than $100,000 0 -
$100,000 to $249,999 10 246650
$250,000 to $499,999 637 388,613
$500,000 to $749,999 143 595,432
$750,000 to $999,999 43 - 816,786
$1,000,000 to $1,999,999 0 0
$2,000,000 and over 0 0

The median assessed value is the point within the stated range at
which half of the assessments are higher and half are lower.

i




G4z

Attachment 4

S g0{pedyoar\sonfeA\Kpue g A (( 7\ 821 :oureu ajij
800C ‘1€ Arenue[ ‘SJuowIssassy a1eIss ey JO wuswireda(]

%8"L- 01S€LY $ %S°1 850°0L8 I1SeY JMOYUDSIT
%0°9- 7£9°967 $ %% €"0- L9OPL 1S ayn(g/uny Jofke ],
%T9- L60°TIY $ %81 8¥0°SLS JuRIpEn() ISaMYIMog
%0°'9- £T¥'89¢ $ %L 0~ 1S¥° 165 [ITH ALRqMeng/[[IH Areururog
%L'8" 269°v8Y $ %b'1 196°65L SU23ID) SRWOJOJ/PIR X JBUIO}0]
%S L- LS8°€ST $ %0°1- TTTLIS 1S3\ 0BWO0J
%S SI8‘p8¢ $ %6°C- 665618 UON uMo], PIO
%Ib- 850795 $ %LT- 61£°066 umo], piO
%0~ TPLL8T $ %€ 0 L6E°66L a3puryuoN
%€ 6¥0°687 $ %S0 155°€TS 1SBaYLION
%9°S- S6L°66C $ %9°1- 0v8‘c8s wio(q UeA Siewpue]
%E'I- LSL81Y $ %S0 686°cot UOEIS 0NN SAY JoMOYUasIg IS Sury
%9°C- 166°SLE $ %00 910°8I¢ 93[pelg/uoj3urfare,|
%65 069°S¥¢ $ %0°1- €991 ¢ uone;§ ondA peoy yooppeig
%€ p- 8V 1L $ %0~ 60L°9¥S$ 1SaM BLIpUEXI[Y
(9] €2} ©) @ )
800T 91 L00T SM[BA PIssIssy 8007 031 L00T aN[BA Passassy JureN U BaIy Jfewig
98uey) o a3eIoAY 8007 aguey)) o4, a3eIoAY 8007

SUINIUIWOPUO)) [EIIUSPISIY

SSWIOY Afture,] a[3urg

VAAV TVOIHAVEDOHTD A9 SWNINTWOANOD TVLINAAISTI ANV
SHWOH ATIINVA ATONIS HOd SINTISSASSY ALYAdOUd TV 8007 ADVUAAV

4

y0day yuowssassy Apradoad [29Y 8007 AD

BIWISIIA ‘BLIPUEXIY JO AND)

A S " en T n
— vy e —

- N T N O~ e




Attachment 5

(L0°LD) PSE9IS6I8S @iy VLL'BIL'ETITS STI‘6S8‘SITIS S3[BS JO awINjoA Jej[o( [810],
(€9°0¢) TEE9TT'0STS 69°L1) 8LTITL09ES 8P8‘SIT'8EYS WU WOPR0)) [EIIU3IPISRY [#310],
(€9°%€) 00€£°640°TT L9°61 0S6°0EL°€E 889°681°8T 2SNOYUMO .
sAne1ndoo)) Tenuaprsay
9°60) 169°€h1v8 (LLsn) L6V 065 611 66L°TET LY asnI-YSIH
(ss°09) IPECEODPIS (60'12) 1€8°66£°L0TS$ 19€°L¥8°79T$ uspren
WNIUTWopUo)) [eNUAPISTY
(6£'s0) T20°067°695$ (08'2) 96¥°LY0°€ILS LLT'€6S LT8S Anwey 9[3uIg [e10],
(€012 E1¥'3TH 181 69°s1) 11e°ceL’62T oLe6tTLT ISNOY Moy
(0£2D) T08°96L°TST (9L6) 986°€59961 860°CTT6°LIT paydelag-TwIag
(8109 LOS¥90°SETS s1o 661°099°9¢€$ LLY'LLT'LEES payoreg
Anureg oj3uIs [enuopisay
SJ[eS Jo dmnjo A Jejjo(q
(9) ©) ) @ m
8007 03 L00T 8007 AD L00T 03 9007 L00T XD 900Z AD Jusne)S sIfes
aduey) jo aduey) jo
UIG JUIJ
HNNTOA ¥VTIOd

8007 ANV ‘L00T ‘9007 XD YOH SOLLSILV.LS SATVS ALYAJOUd TV TVLLNAQISTA

yoday yuowssassy Ap1adoad (89 8007 AD
BIUIBAIA ‘BLIpUEXD[Y JO A31)

S =~ N T N D
— e e e e = -

Landi o BN T S s TN - B -~




S

arzo) 89LT (88'01) 0LTT L¥ST PIOS SHU() JO ddquin) [€30],
ayc?) I€8 (€751 S80°1 0871 WnIUIWopuo)) [BIUIPISAYy [EI0L,
(€1'8D) 9t ve 01 ¥9 8¢S osnoyuMmMo |,
saperadoo)) [enuapIsoy
(o'€0) v0€ (ev'11) S6¢ 144 asry-y3tH
(91°¢0) 18% (cg61) 979 9LL uspren
WINIUIWOPUO)) [BNUIPISTY
(€6°00) LE6 Ly9) S8I‘1 LITT Aurey 3[3uig [e30],
(c0'91) 0€g by en) £6€ 1454 9SnOH Moy
(00'02) 9.T L) She 99¢ payoeI -Twos
(s6'sD) 1€€ 000 LY Ly payorIsQg
Aqrure s[3ws [enuapIsay
pios syuq) Jo JqunN
(9) ) ) () @ I
800T 93 L0OT 8007 AD L00T 03 9007 L00Z XD 9007 AD nsnE}S sIes
Jduey) jo aguey) jo
ELLEARE Y | UG

@'10S SLINN 40 SHIINNN

8007 ANV ‘L00Z ‘9007 AD HOJ SOLLSLLVLS SATVS ALYAJOUd TVIY TVILNAAISTH

110day] Judmssassy Ayadord (899 8007 AD
BIMISAIA ‘eLIpuexay Jo A1)

t
€%
0t
67
8T
LT
9¢
ST
14
X4
[44
17
0C
61
81
Ll




+e

SIX'PUFIASO\S LU IS TS\WABISIN\ABGQ(Q T\ B2 [oUIRU 3
600T ‘9 ATenIqa] ‘sjUSUISSasSy ajelsy [eay Jo jusuntedac]

\ 'S[e30 S3[BS 800T PUB LOOT ‘900T Y} UI papujoul Jou d19m A31D Y noydnoay santedosd asnoyumo) Jo WNIUILIOpUod
PAIONISUOD A[#3U 1O SHUN WRILTWIOPUOD OJUT POH3AUOD sjusuede Jo sores “wodai sty jo sasodind oy 10 *(Z 93ed) pos suun jo Jdquinu oY) £q
(1 23ed) safes Jo awm[oa Ie[jop oy SUIpIAIp Aq paje[nofes st 9ouapIsal s3esoAe 9y pue Auadoid [BLIUSPISAI JO SSB[O Yord 10J 2o1id o[es aSeloAy

S9JION
(L£9) LTS'€9YS (6£°0) 7S0°S6Y$ 000°L6¥$ e UaPISAY 10] LA IfBS ABBIAY
(€v'6) STI‘TOES 060 9b°TECS S6ETYES WNIUIWOPUO)) [BRUIPISIY [BI0]
(so'6) €ce6LY S 9%0°LTS 096°S8Y esnoyqumo],
3AnerRdoo) [enuapIsay
(8s'8) 88L9LT (67'%) 19L°20¢ 811°0€€ osng-ySiy
(z9°6) 9 6673 61D orgrees 12L°8€€S uapren
WNUTUWopUO)) [eNUapIsay
(s9°¢) L9S°L09% @ TT6°€H9S 161°€59$ Annwey 913ms [ejoL,
(s6'9) £8L°6VS (190 £95V8S 90Z‘009 9sNOH Moy
(88°0) T19°€sS Ly Z10°0LS 91¥°66S Ppayorle(-TWes
aLrs) 991°01L$ (s10) SST'ESLS TIEYSLS payoeleq
Anureq o[3uig [enuapisay
x UL d[BS IgeIIAY
© ©) 0] © @ (9]
8007 03 L00T 8007 XD L00T 93 9007 L00T AD 9002 XD AIshelg safes
Jaguey) jo aguey) Jo
JuRIJ SLIERRER |
HOMId A'TVS ADVIIAV

800Z ANV °£007 ‘900Z AD YOJ SOLLSLLV.LS ST'TVS ALYAJOUd 'TVIY TVLLNIAISTA

11oday] Judwissassy Kyradold [89Y 8007 AD
BIUIBIIA ‘ELIpuexad]y Jo L)1)

14
Ly
9%
97
44
£y
(44
|84
ov
6¢
8¢
LE
9¢
st
123
£t




9

Attaclﬁnent 6

HOIH

MO
saINSoPBIOd

puabe

BIHISIIA ‘BLIPUEX3Y JO AND)
800¢ s®©jeS 9i1ns0|o8.404




Attachnient 7

JANUARY 27a 2009

The Washington Post

Existing-Home

‘Sales Spike
Sales Up a Surprising

0.5 Percent in Decernbef

ByRevaxMumz
- Washington Post Staff Writer

Tt it

*_ Homes sales surged unexpectedly

fueled'by record setting price declines in ogg.

the weakest housing markets in 20years; - .-’ <

- vhuntersaremaldngﬂaeirw'ay ) i L

the backlog of homes, but the market r o ’ ' - _ " BY PAUL SAKUMA — ASSOCUTED PRESS

: s said, T}m recession is weighing oi A sold sign has been posted on a home in Palo Alto, Calif, Sales in the West outpaced the rest of the

potential buyers, making a market FECOVEry —OF . country In December, but prices also fell the fastest, 31.5 percent, compared with last year.

even stabilization — unlikely soon, the-analysts -~ 4 o ' - : '

said. . o e “1 think Americans love a bargain and I think Those figures likely understate the severity of
Existing-home sales climbed 6,5 percent tg a *that is what we saw last month,” said Mike Lar-  the inventory problem because many foreclosed

adjusted annual rate of 4.7imﬂl_igm in ‘son; housing analyst for Weiss Research. “The  homes are sold through auction houses and not

real

seasonally n
December, according to the Naﬁonal“ﬁ‘ss@ﬁ;ﬁan

of R wm That wes tha:n' pebyts : tion is whether that momentum can be included in NAR’s figures, said Patrick Newport,

£specially since almost every day you U.S. economist for [HS Global Insight. “The big

eat Aboat more layoffs. If the jobless rate keeps  problem with the housing market all along has

ﬁ@fn’qup;{"th_atisgbingtotrmnpany impact of beenﬂ:erearetoomanyhom&s,"hesaid. e

lower prices.” _ The housing market has yet to receive a .
Duting 2008, the number of homes sold tum- - bounce from buyers taking advantage of histor-

1 percent, t0 4.91 million, compared with . ically low interest rates, analysts said. Last week,

rding to the Realtor association data, the average 30-year mortgage interest rate was

XSS the lowest volume of sales since 1997 and  '5.12 percent, according to Freddie Mac. But it

yina §Eeet yearly drop since 1989, Median prices  takes months for lower prices to make an impact ‘

- . e prices fe sercent in 2008 to $198,600 — the biggest  as buyers find homes, they said. ' '

in Decembu;r:-'down,‘ts;s percent Ay aeclingon récord and likely since the Great “We should expect to see a further drop in

the Same period 2 year earlier. " ;- o Hpitession, according to-the association, Prices home sales over the next few months, even if
The regions of the country hardest hit by & e now at 2003 fevels, mortgage rates continue to fall,” Newport said.

housing downturn, including Laliforn; ..+ 1ere.are stll far more homes on the market The housing industry continues to lobby for -

vada, are seeirg the biggest price- decln fers. At the current pace, it would take measures in the stimulus package being debated

Thee "t ep nthe it dircion, b
mletisSﬁHtf:rpsfram_ righ balan méedbut
‘ tané,” said Lawrence Yun, NAR’s: chief

: .’Iheglt:itgfisforeehudhmh&""
prices, and distress sales now maks
themarket.Medm hosite gtk

fueling the surge in sales, economists said. b D ® thatt nine months to sell the 3,68 million ex. in Congress that would increase tax credits avail- (

; salesin the West outpaced the rest of th AN homes on the market. That is down from  able to buyers. “There is a pent-up demand which
e ooy, surging 13,6 percent, but prices also fell - fast manty & i ; cotild be unleashed with the right stimulss,” Yun
the fastest, 31.5 percent, compared withlast year. * gls,- - - , : said. -
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_ | y |
Tough 00
Is Seen for
Commercial
Real Estate
Industry Reports Cite
. Yacancies, Falling Rents fs

B}'DANA Hxncrzm ‘ . 2":
Washington Post Staff Writer .~ .nub

Tlnsyea:willbeamongtheworstfortheU,S,m
commercial real estate industry, as unemplog
' mentlmdstoadropofasmuchaswpercent;q,
rentsmsomeplacesandmoreofﬁoewwers

{)4
WashmgtontoChxcagoandLosAngeleaJ

_sit empty, according to several research s,

'ﬁ'omlargecommercxalrwestatesemceco%b
.panies, :

“2009 is gomg to be dismal for commercial
real estate,” said John F. Sikaitis, director of resig
searchforJonesLangLaSaIle,aralestateser-
vices company. “Demand for space is way down. |
Salesachwtyxsdown_Rentsarefalhngdmmat ;
ically and vacancies are increasing, That’s forc- }
mglandlordstocompeteandlowerthelrrents.' )

- Nationally, rents are expected to drop 10 to. { |
15 percent. Manhattan rates could drop .as
much 30 percent. Nationally, the vacancy rate is |
likely to rise to 18 percent from 15.3 percent, Si-
kaxt:ssmd.Especxallyhardhtcouldbeplacw
where there’s a lot of office construction, mrs
cluding the Washington region, Miami, Aﬂant&
Chicago and Houston.

'Ihxscommasbﬂonsofdolla:smloansgn_,
-ofﬁcebuﬂdmgs,mallsa.ndwarehmmesarecom—
ing due in the next few years and real estate-
owners are struggling to refinance their d
That could lead to banks taking back
and for¢e some owners to sell at a loss.

Roughly $107 billion worth of hotels, Qﬁ’ice
buildmgsandshoppmgeentersaremu'ouble,
ranging from mortgage delinquency to foreclo: -

sure, according to a report from Real Camtaf
Analyhes,amwchﬁun. ‘

“It’snotgomgtobeagoodZOOQ”saJdDan !
Fasulo, managing director at Real Capx&}
“We're at the point where a normal, functionifg”
market doesn’t exist. Buyers are there, but théy*"! i
don’t necessarily want to make arf aoqlmtxgn‘.'*‘
Pile on top of everything that we don’t have’d-
functioning debt market. It creates paralysisi m*
the market.” st

NewYorklsprOJectedtobeamong the hard-

* est hit. The financial services industry there hiag"

~ been decimated by job losses, and companied™-
are dumping office space back on the market, Iri*

Chicago, a 12 percent vacancy rate is expectéd *

—arm

A,

to reach 15 percent or higher by the end 6"

.2008. And in County, Calif,, vacancy"
rates could hit 19 percent from 15 percent m

annry

In the District, vacancy rates could hit double
d.lgitsfortheﬂrsttxmemademde, as 9.3 mi-"

. lion square feet of office space is under constriés ™

tion. It could take four years to lease that much:

space, according to Cushman & Wakefield, '#+*
Kevin Thorpe, vice president of research’af"

Cassxdy&Pmkard,saldthevamncyratemthe

. District could reach 11.9 percent in 2010, mak-*

mgttthe‘h1ghestsmcetheS&mesofthe
early 1990s.” sl
The Washington region, unlike other places,
is expected to add between 20,000 and 25,000
jobs this year, whxchmﬂcreateademandforoi—

fice space.
“Yowve got $86 trilion that has beda¥ .
pledgedtoaddressthxsﬁnanc:alms:sang

ihat’sgomgtoreqmresxgmﬁmntove:sxghtm
" the D.C. region,” Thorpe said. “That has to

translate to job growth and a demand for office ©
space among law firms, accountants; consul:*
tantsandothers Overﬁme demandwillm-
crease.”

For landlords, weakness elsewhere in the W
vatesector:scraunganew“loveof
ment tenants,” said Keith Lipton, executive vice™
pr&sldent and managing director-of Grubb & EE*

Washmgton -area offices. “They’re the best "™

tenant you're going to find. People who shied .-
away from government tenants are now pursu-:’
ing them. They are the strongest, most smble

' tenantoutthere _ et
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Commercial Sector Expects Things to Get Worse

By Maura WeBBER SApov]

Special to the WSJ

C alifornia’s Inland Empire, the two-county
region that stretches east of Los Angeles,

has gone from a booming development smor-

gashord to a basket case in a few short vears.

The Riverside-San Bernarding ares’s unem-
ployment level rose to 9.5% in November, tying
with Detroit to lay claim to the highest unem-
ployment rate of any large U.S. metropolitan
area, according to the Labor Department.
Third-quarter home-foreclosure rates were
the third-highest of the nation’s metros sur-
veved by RealtyTrac and the area’s median sin-
gle-family home price fell 394% 10 $227,200 in
the third quarter from a vear earlisr, sccording
to the National Association of Realtors,

The Infand Empire's commmercial real-estate
market also is by no means the picture of health,
Roughly one-fifth of its office market is now va-
cant, store rents are phummeting and a rising
number of warehouses are emptving asretailers
have filed for bankruptcies and imports into the
nearby ports of Los Angeles have shumped.

Still, as in many parts of the country, for
now the downturn of commercial property in
this region isn't as severs as that of its residen-
tial sector and job market.

Home to about 4.2 million people, the In-
land Empire was favored in recent years hy
new residents and many industrial investors
drawn to its expanse of relatively affordable
land near Los Angeles,

So far, the region’s commercial market isnt
yet topping out the nation’s various misery in-
dexes, but it appears likely things will get
worse before they get better “We don’t know
when and where the bottom is,” says Tim
O'Rourke, executive vice president with Jones
Lang LaSalle’s industrial group in Los Angeles.

Mr. O’Rourke says the Inland Empire indus-
trizi market is still viewed as having long-term
prormise due o the area’s above-average popu-
tation growth and location. But av retad] bank-
rupteles mount, an incteasing amount of distri-
hution space s going vacant, including a ware-
house in Ranche Cucamonga previously secu-
pied by Wickes Furniture Co., he savs.

Warghouse vacancies inthe third quarter re-
mained among the country's lowest, gven after
roughly doubling over the past 12 months, ac-
cording to Boston-hased Property & Portfolio
Research Inc., a8 real-estate researchk firm.
Harder hit are metrowide office vacancies,
which rose above 20%, and fourth-guarterretail
rents, which had the third-highest percentage

This warehouse in Ranche Cucamonga, Calif, is
now vacant, after Wickes Furniture moved out,

By the Numbers

Third quarter
Ruerside-San Bornarding,
Calif, Metro 20608 2007
Office vacancy™ 275 135
effactive rent/s f 31860 $15.52
Retall vacancy™ £ 5.0%
affartive rent/af, 81927 22026
Warehouse vacancy™ 684 3.3%
Annval askingrent/sf . 8641 $6.14

Single-family home
price, median®

$227200  $375.100

haood and ommunity shobuing centars.
for third guartse of raspective

data gee for o
# 306 BINS-PTIE &

ching; Rab Aszn of

Reaitors

decline of 76 major metros tracked by New York-
hased Reis Inc.. a real-estate research firm.
Delinguencies on commercial mortgages
packaged and sold as bonds, which represent
nearly & third of the commaercial real-estate debt
market, suggest the Inland Empire’s retail mar-
ket is getting hit particularly hard by the down-
rurn, as evidenced by delinquencies on commer-
cial mortgage-backed securities, or CMES, A
study of delinguencies in the regiow's largest ¢it-
ies and towns showed four retall properties with
delinguent CMBS loans valued at a total of 3165
million according to Richard Parkus, head of re-
search on such bonds for Deatsche Bank.,
Thore were no delinquent office, warehouse,
apartment or hotel loans in the region, according
to the CMBS swrvey. But the retall problems gave
the market an aggregate commercial delinquency
rate 0f 3.8% as of December, well above the overall
national delinquency rate of L2%, Mr. Parkus says.
“Retall s going to get slammed in the Inland Fm-
pire, and it's already starting,” Mr. Parkus says.
That outlook for the office and warehouse sec-
tor is also looking tougher. Financlal companies
are still emptving office space, including about
265,000 square feet in Rancho Cucamonga to be
vacated by a unit of Citigroup Inc. in March.
New supply also will raise competition for
shrinking warehouse vsers. While most public
companies have ended any speculative building
inthe area, some 74 million square fest of ware-
house facilities are expected to be completed
this vear, the highest volume of maior markets
tracked by PPR in the UK,
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