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Overview

2007 was a strong yet tumultuous year for the Denver
Metropolitan Service Area (DMSA) office market. The
DMSA reported an impressive 2.3 million square feet of
net absorption in 2007; however, lackluster absorption in
the Class B office buildings mitigated an otherwise strong
year. 2007 saw the collapse of the residential real estate,
home building and lending sectors of the local and nation-
al economy. These office users typically occupy Class B
properties. Although Class B properties account for over
54% of the square footage in the DMSA, there was only
584,866 square feet of net absorption in Class B office
buildings in 2007 as compared with over 1.685 million
square feet of net absorption in Class A properties in the
DMSA.

Metro Denver's November 2007 employment figures fol-
lowed a flattening trend that began earlier last year. Metro
Denver added 4,000 jobs in November as seasonal hiring
accelerated. Year-to-date job growth for 2007 remained
stable at 1.8 percent. Construction and manufacturing
were the only two of Metro Denver's 11 industry sectors
to report year-to-date job losses (-1.8 percent and -2.4
percent, respectively). Among the remaining industries,
year-to-date employment growth ranged from less than
one percent in transportation, warehousing, and utilities to
4.2 percent in professional and business services.

Regionally, the Boulder-Longmont MSA continues to lead
job growth with employment up 2.6 percent year-to-date.
The Denver-Aurora MSA reported 1.6 percent job growth

through November, ahead of the nation's 1.3 percent gain
but behind Colorado's two percent growth through the first
11 months of 2007.

Colorado's job growth through 2007 was largely driven by
gains in natural resources and mining. As the year ended,
news from the state's mining sector suggested the growth
could continue. Freeport-McMoRan Copper and Gold, Inc.
will re-open the Climax molybdenum mine in Leadville.
Company officials say daily operations will employ 350
workers when pit-mining resumes in 2010. Additionally,
Golden's National Renewable Energy Laboratory (NREL)
will hire 100 scientists and administrative staff, thanks to
the lab's largest-ever budget increase. NREL also secured
funds to build a $55 million new facility on the existing cam-
pus.

Metro Denver employers improved their hiring outlook for
2008, although hiring expectations remain noticeably below
prior years. According to the most recent Manpower
Employment Outlook Survey, 27 percent of Denver area
employers planned to hire in first quarter, up from 23 per-
cent in fourth quarter 2007. Denver area job prospects will
be best in non-durable goods manufacturing, transporta-
tion and utilities, and financial services. Job prospects in
Boulder's non-durable goods manufacturing sector also
look bright, contrary to a weaker outlook for non-durable
manufacturing jobs at the national level.

After peaking at 6.2% unemployment in 2003, the unem-
ployment rate for the DMSA through December 2007 was
4.4% as compared 3.9% in December 2006. The
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Aspect Source Ranking
Competitiveness of Existing Businesses Corporation for Enterprise Development 1st
Least Number of Business Closings Corporation for Enterprise Development 1st
Best Growth Prospects Forbes 1st
Best States for Labor Forbes 2nd
Best States for Business Forbes 5th
Best Cities for Entrepreneurs (Denver) Source: Entrepreneur Magazine 1st
Business Vitality for Competitiveness & Entrepreneurial Energy CFED A
Development Capacity CFED A
Best Places to Live — Louisville, Colorado Money Magazine 3rd
Healthiest Cities The Centrum® Healthiest Cities Study 9th
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HISTORICAL ABSORPTION
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ABSORPTION

BY BUILDING CLASS
Building 2006 2007
Class Absorp. Absorp.
CassA 1,227,614 1,685,391
ClassB 786,270 584,866
(lass C 23,217 23,624

Total 2,037,101 2,293,881

Colorado Office of State Planning and Budgeting is predict-
ing the unemployment rate will stabilize at 3.9% in 2008,
barring any unforeseen events.

Colorado consistently ranks among the top states as a
place to live and to succeed in business! But you don't
have to take our word for it. Check out the recent nation-
al rankings on the previous page and see what other peo-
ple think about Colorado.

Absorption

One of the most significant indicators when evaluating the
DMSA office market is absorption. With positive total net
absorption of 2.294 milion sq. ft., 2007 realized an
increase in absorption over 2006 which reported 2.037
million sq. ft. of net absorption. The real story and the rea-
son 2007 will be recognized as a banner year is that 2.36
million of the square footage absorbed was space offered
directly from building owners.

Another sign of the DMSA office market's strength is the
square footage absorbed by Class A properties. Class A
properties lead the DMSA in absorption with a total of
1.685 million sq. ft. absorbed in 2007. The significance of
this is two-fold because it indicates that activity is not sole-
ly driven by lease economics as seen in the previous two

years, and it provides further confirmation that the busi-
ness climate for most large industry sectors is healthy.

This great news is tempered by the fact that the DMSA
reported negative absorption in sublease space for the
first time since 2005 and three of the DMSA's submarket's
cluster reported negative absorption. However, one
needs to keep in mind that sublease space only accounts
for 1.1 percent of all vacant available space in the DMSA.

The Aurora, Broomfield and North submarkets report-
ed negative absorption of 47,654, 11,114 and 9,874
sq. ft. respectively. The North submarket is the only
area in the DMSA which reported negative absorption
in direct and sublease space. Please note that these
submarkets are not considered major drivers of the
area economy and collectively comprise only 10.8% of
the DMSA office market.

Vacancy

The DMSA overall vacancy rate which peaked in 2003 at
21.0% continued to decrease in 2007 to 11.00%. Over
914,000 sq. ft. of Class A & B space was added to the
DMSA inventory during 2007 which prohibited a further
decrease in the vacancy rate.

2007 Activity & Absorption By Submarket

Absorption
Submarket RBA Leasing Activity Direct Sublease Total
Aurora 6,423,223 243,836 -55,302 7,648 -47,654
Boulder 7,188,488 622,344 272,710 79,251 351,961
Broomfield 4,253,811 234,287 210,679 -221,793 -11,114
(BD 29,244,112 2,125,053 364,933 9,291 372,224
Colorado Blvd. 10,604,703 1,011,170 172,586 7,354 179,940
Midtown 5,760,842 352,709 130,268 -29,948 100,320
North 3,292,816 125,525 4,765 -5,109 -9,874
Northeast 1,885,887 115,937 116,842 -13,797 103,045
Northwest 6,181,595 355,628 65,753 6,236 71,989
Southeast 38,600,886 3,031,439 487,831 55,427 543,258
Southwest 6,197,787 284,579 209,903 24,956 234,859
West 9,590,530 727,640 386,630 16,297 402,927
Total 129,224,680 9,230,147 2,358,068 -64,187 2,293,881
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DIRECT VACANCY RATES
BY BUILDING CLASS

Building 2006 2007
Class Vacancy  Vacancy

ClassA  11.20% 9.50%
Class B 13.30% 12.90%
Class C 10.60% 10.60%

| Overall  11.70%  11.0%
HISTORICAL
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RENTAL RATES

BY BUILDING CLASS
Building 2006 2007
Class Rates Rates
ClassA  22.06 24.48
ClassB  17.37 18.66
Class C 14.83 13.20

[ Overall  $18.09  $18.78 |
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At the year's end, Class A properties had a 9.5% direct
vacancy rate and a 1.5% vacancy rate on sublease space
while Class B reported vacancy rates of 12.9% on direct
space and 1.0% on sublease space.

Atthough Midtown reported only 100,320 sq .ft. of net
absorption in 2007, this submarket reported only 6.0%
vacancy and continued to have the lowest overall vacancy
rate in the DMSA.  The second lowest vacancy rate at
10.5% is found in the West while the CBD and Southeast
submarkets reported 11.60% and 13.20% vacancy
respectively.

In closing the overview on the DMSA vacancy rate, Colliers
would like to point out that it is truly a remarkable year
when the market adds over 914,000 square feet of office
space yet still managed to decrease overall vacancy from
11.6% in 2006 to 11% in 2007!

Rental Rates

Average asking lease rates continued with the upward
trends established in 2004. Average asking rates for
direct space increased by 9.1% from $18.99 per sq. ft. in
2006 to $20.72 per sq. ft. in 2007. However, Class A real-
ized a 10.9% gain going from $22.06 in 2006 to $24.48
in 2007.

The Aurora and North submarkets which comprise 7.5%
of the office space in the DMSA had asking lease rates that
were lower in December 2007 than in December 2006.
This contributed to a lower overall increase in average ask-
ing rents than would be expected with over 2.29 million sq.
ft. in absorption in the DMSA.

Notable Class A buildings under construction are as follows:
Building Developer Square Feet

As one might expect, Class A space in the DMSA's primary
business centers was the beneficiary of the most significant
percentage increases in asking rates. The (BD was the
recipient of one of the largest percentage rent increases
with a 16.4% increase. The Northwest also saw a tremen-
dous increase of 17.2% rent growth, and the Southeast
submarket had a rather disappointing increase with a 7.3%
increase.

New Construction and Deliveries

In 2007 there were 13 buildings of over 20,000 sq. ft.
delivered to the inventory in the DMSA totaling 914,684 sg.
ft. Of the 13 buildings constructed in 2007, only two were
build to suits. Build-to-suit projects are an important
aspect of the market because of size and very often the
build-to-suit tenants are vacating other multi-tenant prem-
ises in the market. ReMax is the prime example. They com-
pleted a build to suit in 2007 and vacated multi-tenant
office space in the DMSA to occupy their new building.
ReMax's new building is a gorgeous 259,000 sq. ft. that sits
at the northeast corner of the Interstate 25 and Belleview
intersection in the Southeast submarket.

The other significant build to suit project that was complet-
ed in 2007 was the 135,000 sq. ft. LEED certified, fourth
building on the CH2M Hill campus in Meridian International
Business Center. The latest addition, follows the initial
architecture making the entire campus appear as it was
built at one time.

Of the remaining 11 buildings completed, only the plat-
inum LEED certified Signature Center in the West sub-
market is a Class A building. Signature Center was built
on a speculative basis and is comprised of five stories
totaling 185,920 sq. ft.

Submarket Delivery Date
Palazzo Verdi John Madden Company 312,000 SES August 2008
1900 16th Street MEPT 250,354 (BD August 2009
1515 Wynkoop Hines 228,144 (BD October 2008
1400 Wewatta Opus NW 167,268 (BD November 2008
Village Center Station Shea Properties 200,174 SES June 2009
One Lincoln Station Westfield 143,315 SES March 2008
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Under Construction The Streets at Southglenn, a 1 million square foot lifestyle
center with numerous retail amenities as well as apart-
ments and 140,000 sg. ft. of Class A office space located
at the intersection of Arapahoe Road and University Road
which will be delivered in May 2009, is being developed by

Alberta Development.

Currently, there is 2,238,892 sg. ft. in 25 buildings consist-

BUILD-TO-SUIT DELIVERIES ing of over 20,000 sq. ft. under construction in the DMSA.

Number of  SF
Year  Buildings

The most significant of these is Palazzo Verdi, a 312,000
sq. ft., gold LEED certified, Class A building being devel-
oped by the John Madden Company in Greenwood Plaza in
the Southeast Submarket.

2006 11
2007 9

1,050,298

702,990 Maroon 5, a 88,832 sq. ft. Class A, LEED certified office

building which will be available for occupancy in August
2008. M5 is being built in the Southeast submarket in the
Meridian International Business Center by Shea Properties.

Other significant projects under construction include:

NORTH
Inventory: 3.3M SF

BOULDER Vacancy 12.80% i1

Inventory: 7.2M SF 2005 Absorp:  -9.9K SF

Vacancy 11.1%
2005 Absorp: 352K SF Inventory: 4.3M SF
Vacancy 13.70%

2005 Absorp:  -11KSF
\

NORTHWEST

Inventory: 6.2M SF
Vacancy 6.0%
2005 Absorp: 100K SF

MIDTOWN
Inventory: 5.8M SF NORTHEAST

Vacancy 8.6% Inventory: 1.9M SF
2005 Absorp:  -35K SF Vacancy 10.7%

2005 Absorp: 103K SF

Vacancy
2005 Absorp: 374K SF

AURORA
Inventory: ~ 10.6M SF Inventory: 6.4M SF
Vacancy 17.1% Vacancy 14.6%
WEST 2005 Absorp: 180K SF 2005 Absorp:  -48K SF
Inventory:
Vacancy .
2005 Absorp: 403K SF VACANCY RATE
Inventory: 6.2M SF SOUTHEAST
Vacancy 13.4% Inventory:  38.6M SF . Less than 5%
2005 Absorp: 235K SF Vacancy 13.2% 470
2005 Absorp: 543K SF 5% - 10%
G 10% - 15%
D 15% - 20%
| 25
l Greater than 20%



Aurora
Boulder
Broomfield
(BD
Colorado Blvd.
Midtown
North
Northeast
Northwest
Southeast
Southwest
West

1,133,767
1,009,414
2,472,950
18,837,609
3,203,546
1,119,693
1,096,077
240,064
1,938,354
18,993,374
890,116
1,524,228

41,574
8,195
280,871
2,000,645
435,902
57,183
298,586
3,319
214,344
1,443,326
54,844
128,906

41,574
17,394
467,354
2,110,189
507,027
57,183
298,586
3,319
312,111
1,723,620
54,844
155,696

3.70%
1.70%
18.90%
11.20%
15.80%
5.10%
27.20%
1.40%
16.10%
9.10%
6.20%
10.20%

$18.02
$22.85
$24.82
$28.31
$21.22
$24.76
$17.46
$23.86
$21.61

$23.54
$25.08
$23.51

Class "B" Submarket Statistics - Year-End 2007

Aurora
Boulder
Broomfield
(BD
Colorado Bivd.
Midtown
North
Northeast
Northwest
Southeast
Southwest
West

4,499,007
5,678,524
1,780,861
9,654,352
6,701,277
3,596,814
2,077,366
1,287,050
3,704,313
18,852,235
4,700,361
7,362,753

823,795
676,145
67,190
1,059,515
1,117,285
197,891
96,004
153,170
324,560
3,150,849
669,751
708,799

828,137
725,259
115,106
1,266,373
1,158,069
208,843
109,113
178,426
340,560
3,271,635
719,304
742,804

18.40%
12.80%
6.50%
13.10%
17.30%
5.80%
5.30%
13.90%
8.80%
17.40%
15.30%
10.10%

$17.26
$20.02
$19.91

$22.80
$17.79
$19.80
$16.62
$19.35
$18.04
$18.61

$18.23
$17.54

Class "C" Submarket Statistics - Year-End 2007

Aurora
Boulder
Broomfield
(BD
Colorado Blvd.
Midtown
North
Northeast
Northwest
Southeast
Southwest
West

790,449
500,550

752,151
699,830
1,044,335
119,373
358,773
538,928
755,277
607,310
703,549

67,265
58,719

8,907
149,752
74,841
12,143
19,795
64,992
106,451
55,899
112,426

67,265
58,719

15,117
150,202
78,333
12,143
19,795
64,992
106,451
55,899
112,426

8.50%
11.70%

2%
21.50%
7.50%
10.20%
5.50%
12.10%
14.10%
9.20%
16.00%

$10.78
$11.43

$26.09
$17.34
$17.82
$13.08
$12.10
$13.22
$13.61
$12.38
$16.01

*These statistics reflect multi-tenant properties over 10,000 Sgq. Ft.






