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DC Metro Economic Indicators

* Highest Median Household income in the nation

 Most well educated workforce in the nation

* Fortune 500 Company Headquarters

* Major population growth market

Source: Cassidy Turley, US Census
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Northern Virginia Economic Indicators Turle

* Highest Median Household income in the nation

 Most well educated workforce in the nation

* Fortune 500 Company Headquarters

* Major population growth market

Source: Cassidy Turley, US Census
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Office Job Growth has Stalled Turley/

Office Employment — Northern Virginia 4Q2009 — 4Q2012

Financial Activities (69k)

Federal Government (85k)

Professional and Business Services (378k)

(Industry Sector Total Employment, NoVA)

-10,000 0 10,000 20,000 30,000

Source: U.S. Bureau of Labor Statistics (BLS), May 2014 # of Jobs
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Office Employment — Northern Virginia 4Q2009 — 4Q2012

Financial Activities (69k) 3,240i

Federal Government (85k) - 2,790

Professional and Business Services (378k) 25,750

(Industry Sector Total Employment, NoVA)
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Source: U.S. Bureau of Labor Statistics (BLS), May 2014 # of Jobs




Office Job Growth has Stalled Clglfrslie?fy

Office Employment — Northern Virginia 4Q2009 — 4Q2012 / 1Q2013 — 2Q2014
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Office Job Growth has Stalled Clglfrsliecsiry

Office Employment — Northern Virginia 4Q2009 — 4Q2012 / 1Q2013 — 2Q2014
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Office Job Growth has Stalled Clglfrsliecsiry

Office Employment — Northern Virginia 4Q2009 — 4Q2012 / 1Q2013 — 2Q2014

1,570
Financial Activities (69Kk) 3,240h 4,810
Federal Government (85k) -4,530 - 2,790

Professional and Business Services (378k) 25,750

(Industry Sector Total Employment, NoVA)

-10,000 0 10,000 20,000 30,000

Source: U.S. Bureau of Labor Statistics (BLS), May 2014 # of Jobs
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Office Employment — Northern Virginia 4Q2009 — 4Q2012 / 1Q2013 — 2Q2014

1,570
Financial Activities (69Kk) 3,240h 4,810

Federal Government (85k) -4,530- 2,790 -1,740

Professional and Business Services (378k) 25,750

(Industry Sector Total Employment, NoVA)

-10,000 0 10,000 20,000 30,000

Source: U.S. Bureau of Labor Statistics (BLS), May 2014 # of Jobs
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Job Growth/Decline by Industry

Northern Virginia, May 2014 vs. May 2013

State & Local Government (150,000)

Education & Health (147,000) BN 1,640
Retail Trade (138,000) B 1,620
Financial Activities (69,000) H 890
Goods Producing (90,000) -300 B
Leisure & Hospitality (128,000) -825 I
Information (38,500) -1,130 N
Federal Government (85,000) -4,050 I
Prof. & Bus. Services (378,000) -5,350 I
(Industry Total Employment Level) -6,000  -4,000 -2,000 0 2,000 4,000 6,000 8,000

Source: U.S. Bureau of Labor Statistics (BLS), May 2014 # of Jobs
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NoVA Now Lagging DC Metro Tutley,/

Northern Virginia Job Growth vs. Rest of the Metro Region

80,000 -
w60,000—
-840,000—
— 20,000 -
(€.
(o) 0 -
20,000 -
-40,000 -
TN MOMTOOOMNOOOOOTNMNMTUVLOMNOOOTTNMTST
OO OO OO0 O0O0DO0O0OO0DO0O0OO0 ™&v— ™™ ™
OO O OO0 OO OO OO0 000 OO
T T ErET e T T NN N NNNNNNNNNONONAN

—=NOVA Job Growth —Rest of DC Region

Source: U.S. Bureau of Labor Statistics (BLS), May 2014




Cassidy |
Turley R%%Iflgs?;?ealservices

A Challenging Environment
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Northern Virginia Cassid;y

Office Leasing Fundamentals Turley
2014 YTD Stats:
Deliveries: 1.2 msf o
7,000 Net Absorption 70k 20%
—_ Vacancy: 18.1%
5 18%
c 5,000
o 16%
= [}
o
2 3,000 14% 5
< 12% »,
)
IE 1,000 10% §
(]
© -1.000 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014~ 8% §
=S ’
o 6%
7p) mmm New Deliveries Net Absorption
-3,000 ---- Average Deliveries: 2.35 msf Average Absorption 1.4 msf 4%
—&— Vacancy Rate ---- Average Vacancy: 13.4%

Source: Cassidy Turley
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54.7 million vacant square feet in the DC Metro — all time high

60 - 56.1
10 mDC =mVA eMD
LL 29.7
o
=
20 -
0 - |

2006 2014
9.1% 15.6%

Source: Cassidy Turley

Market — Total Inventory
PITTSBURGH - 51 msf
CHARLOTTE - 45 msf
MIAMI — 44 msf
AUSTIN — 41 msf
INDIANAPOLIS - 32 msf
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Aging Office Product Turley

Nearly Two-thirds of Nova Office at or Near the End of Economic Life

38%

62%

® Buildings 20 Years Old + m Other

Source: Cassidy Turley




Demand for New Space Cassid;y
Washington, DC: New vs. Relet Absorption Turley

7,000,000 -
Since 2007

6,000,000 .
18.6 msf of absorption in new space
5,000,000 - -9 msf of absorption in relet/sublet

4,000,000 -
3,000,000 -
2,000,000 -
1,000,000 -
(1,000,000)
(2,000,000) -
(3,000,000) -

Square Feet

2007 2008 2009 2010 2011 2012 2013 2014YTD

m Deliveries New Space Absorption mRelet Absorption Sublet Absorption

Source: Cassidy Turley
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Structural Vacancy

4 Million Square Feet (2.5%) Vacant for at least three years

7915 Jones Branch 400 Army Navy

Lo

Source: Cassidy Turley, Kettler, LCOR
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4 Million Square Feet (2.5%) Vacant for at least three years
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http://www.arlnow.com/wp-content/uploads/2014/01/400-army-navy-drive1.jpg
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Downtown is where the action is Turley

Downtown Sales Volume as a % of Total Metro Volume
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Suburban Office Pricing Stuck at 2004 Levels %ﬁﬁley’Y

$/square foot
$600 - $566

3500 1 —«-DC -=-NoVa +-SMD
$400 -
$300 -
$200 -

$100 -

$0

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Source: Cassidy Turley
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Main Drivers
- GSA

- Government Contractors
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Office Leasing Directly Tied to the Gov’t Turley

Occupied Office Space

The District Northern VA Suburban MD
123 msf 163 msf 73 msf

24% 36%

Cont’r
2%

Source: Cassidy Turley
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GSA Lease Activity 1.4 MSF of GSA leases are Turley
currently in holdover in
- .. Northern Virginia — 6.6% of their
Northern Vlrgmla total 21 msf footprint
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Contractors and Procurement

 Contractor CEOs Site

— Tougher competition

— More task-order oriented contracts

— More contracts being awarded on price alone
— More protests

— Margin pressure

Source: Washington Business Journal
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Federal Procurement Turley

Down 12% in NoVA over 2012 figures (down 13% in DC, 7% in MD)
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Source: Federal Procurement Data System
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Select Publicly Traded Government Contractors

$85 T /
$65

$Billions

R
R e T e e

$5 1 T T T T T T T T
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
=+=Boeing United Technologies Corporation
=#=| ockheed Martin =B-General Dynamics
=B-BAE Systems Northrop Grumman

=E=Raytheon ==CSC

_ =¢=| -3 Communications
Source: Cassidy Turley
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Layoffs are Significant

2007 2008 2009 2010 2011 2012 2013 2014

0 - : : : : : :
200 | 154 . I l
400 - 282 380 261 309
600 -
800 -
902

# of Jobs

1,000 7] 954
1,200 -
1,400 - 1,332

Source: Department of Labor




LPTA “Rey/

Recent Large Contractor Moves

TENANT ADDRESS SUBMARKET E RENT
Rent

Dyncorp 1700 Old Meadow Tysons Corner 80k $28.50 As-Is
Road months Years
Harris 2235 Monroe Street Reston 160k $30.00 $40 8 10
months Years
SRA 15036 Conference Route 28 South 160k $28.50 $40 8 15

International Center Drive months Years




SF/Worker Ratio

Cassid;y

Will a declining ratio negate the demand from job growth? Turley
Total Metro % of total jobs to % of office SF/Worker Ratio
Jobs Forecast zl each market zl jobs zl = Absorption

55% 200 sf ©

11k DC 5 6k DC —— 1.2 msf |

=

mln

45 k 40% 200 sf .

METRO 20k VA > 8k VA |—> 1.6 msf g

JOBS in 8

2014 359, "3

14kMD | % | 5k MD [ 220", qmsf |5

Source: Cassidy Turley, Corenet =
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Will a declining ratio negate the demand from job growth? Turley
Total Metro % of total jobs to % of office SF/Worker Ratio
Jobs Forecast zl each market zl jobs zl = Absorption
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SF/Worker Ratio Cassid;y

Will a declining ratio negate the demand from job growth? Turley
Total Metro % of total jobs to % of office SF/Worker Ratio
Jobs Forecast zl each market zl jobs zl = Absorption

55% 150 sf o

11k DC > 6k DC -""15 900k sf |

3

7))

45 k 40% 150 sf -

METRO 20k VA > 8k VA |— 1.2 msf g

2014 . g

14k MD | 5k MD 150 sf 750k sf |=~

Source: Cassidy Turley, Corenet g
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The Bright Side
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What’s Working Turley
Retail amenities more important than ever

800,000 $45 800,000 $45
700,000 - 700,000 o
L $40 Fairview Park | $40
600,000 - 600,000
500,000 - | ¢35 [l 500,000 . $35
400,000 - 400,000
300,000 - - $30 W 300,000 - $30
200,000 - 200,000
- $25 - $25
100,000 - 100,000
0 - T $20 0 T T T T T T T $20
2003002012012012013014 2008 2009 2010 2011 2012 2013 2014

mm Total Vacant SF -+ Average Asking Rent
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Case Study — TMC 1 Tutley,/

Real Renovation VS. Checking the Boxes

$45 - $65.00 $65.00 $63.26 $63:89 $65.00 - 1.1
A - 1

$40 - \A\/ L 09
& 35 - - | 0.8
i $31.00 $31.00 $29 i 0.7
$30 - 0.6
0.5

$25 - 0.4

1H2012 2H2012 1H2013 2H2013 1H2014 2H2014

mmm Rent (Weighted Average) TI's (Weighted Average) =——Free Rent (Average months/year of term)
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Case Study — Three Flint Hill Tutley//

Real Renovation VS. Checking the Boxes

50 sam $65114 $50.00 $54.07 $44.92 $54.71 | 1'1
$40 - A o9
A/

1
R4
N
©o
N
w

LL A B
g $35 - A \A/ - gg
$30 . $28: $28.48 $28.50 $28.77 $28.50 - 0.6
1 " W " "N "N | vy
$25 - . . . - 0.4

2H2011 1H2012 2H2012 1H2013 2H2013 1H2014

mmm Rent (Weighted Average) TI's (Weighted Average) =——Free Rent (Average months/year of term)
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Looking Forward
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GSA Lease Expirations

Northern Virginia

_4.0
g 3.5
= 3.0
S 25
© 2.0

Cassid;y

Turle

Half of the entire GSA leased
real estate footprint - 11.7 msf
will roll in the next five years

0.9

2014

2015

2016

2017

2018

0.8

2019 2020 2021

2022

y




2>
o
o
=
)
<
>
o
Z

©
e
>
P
Mo
n
e
=
@
2
O
o
@
2
=
o

L10¢C
9102
gLoc
v10c
€Loe
cLoc
110¢C
0L0C
600¢
800¢
L00¢
900¢
Gg00¢
¥00¢C
€00¢
¢00¢
1002
000¢c
6661
8661
L661
9661
G661
v661
€661
661
1661
0661
6861
8861
L8611

© 00 O < (N O
1

jsw

---- Average 2014 - 2017: 800k sf

---- Average 1987 - 2013: 3.8 msf

Source: Cassidy Turley




Office Cap Rates Cassidy

Washington, DC Metro Area, all classes Turley
10% -
(V)
8% - W‘M
6.74%
6% . /\ (1]
4% - 5.49%
2% 2.55%
0% -

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

== US 10 Yr Treasury —DC Office Cap Rate
—MD Office Cap Rate —VA Office Cap Rate

Source: Cassidy Turley
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Job Growth Forecast Turley

Northern Virginia Annual Job Growth

30,000 -
25,000 - 23,925 23,970
20,000 -
15,000 -
10,000 -
5,000

0 -

2013 2014 2015 2016 2017
mmm Job Growth (Projected) ---Historic Average: 22,000 jobs/year

Source: Cassidy Turley
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Jobs Per Unemployed Turley/

50,000

% 40,000
% 30,000 26,790
'2.20,000
(o]

& 10,000 -

Alexandria Arlington Loudoun Prince Fairfax
William

® Number of Job Openings Number of Unemployed
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Look Who'’s Hiring Turley/

m Retail/Hotel/Auto =IT/Engineering/Contracting ®Education = Non-Profit mOther mHealthcare mFinancial Services
Source: Washington Post
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What the Tenant Brokers Say...

- Attraction and retention of talent is a key concern for tenants

* The interior of the space is more important than the building itself
* Tenants are willing to pay more for light and air

« Accessibility (ingress & egress) to the site is a factor in the ‘burbs
- Speed to lease execution is a big plus

- Keeping employees at the work site longer is key — Check the box on
Fitness facility on site or nearby

Onsite Deli

Breakout Rooms

Install beer taps onsite
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