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LOCATION:

Greater Scottsdale Airpark

70th Street (West Boundary)

90th Street (East boundary)

Thunderbird Road (South Boundary)

Planned Pima Freeway Loop 101
(North Boundary)

ZONING:
Commercial Office; Light Industrial;
Commercial Retail

SIZE:
2,600 + Acres *

CURRENTLY DEVELOPED:
Approximately 2,250 Acres

NUMBER OF COMPANIES:
1,708 + (December, 1999)

NUMBER OF EMPLOYEES:
30,344 + (December, 1999)

TOTAL SQUARE FOOTAGE:
14,626,300
(includes buildings under construction)

*Prior to 1997, the Scottsdale Airpark was

reported to be 2,000 acres. Now, due to the

expanded growth boundaries, the
"Greater Scottsdale Airpark" has a larger
base and size.

Large Office Developments, More Car Dealerships, Big Retailers, and Diminishing
Land

This year's 2010 Report discusses four major trends that emerged in 1999: 1) large office
developments, 2) more car dealerships, 3) big retailers, and 4) diminishing land. The report
will also discuss rental rates and what we see in the near future, as well as predictions for the
year 2010.

Office Developments

As the Greater Scottsdale Airpark finishes out the 20th Century, there are more large office
projects being developed and absorbed than at any previous time in the history of this well
known employment base. Examples include Northsight Financial Center by Denali (120, 000
+ square feet), Metris Cos. Inc. (142,000 + square feet), Kierland Corporate Center (108,000 +
square feet), "The Offices" at Raintree Corporate Center (96,000 + square feet), The Pinnacle
in Kierland (80,000 + square feet in Phase | with total buildout of 430,000 square feet),
Mesquite Corporate Center (78,000 + square feet), Opus/JDA Software (130,000 + square
feet), Vanguard (250,000 + square feet), Prudential Insurance (180,000 + square feet), and UFS
Bestway (48,000 + square feet). These are all projects that took occupancy or were under
construction during 1999. Approximately 40% of these were spec buildings and the others
were owner-occupied or build-to-suit projects for larger companies that continue to move into
the Greater Scottsdale Airpark area.

The trend toward large office developments consumes significant parcels of land, adds more
pressure to the transportation system and demands more retail and food services. In the past,
the majority of new office buildings we talked about were 20,000 to 30,000, square feet, and
although there are still some of those being built, the majority of the new buildings coming on-
line are larger projects.

Between the years 2000 and 2010, we should continue to see more of these larger office
developments, particularly as the Loop 101 Freeway opens up and continues to make the
Greater Scottsdale Airpark more accessible to the Valley. However, many of these future
projects will be Mixed Use Developments (MXD's), which will include office, service retail,
and hotels within the same projects, similar to the Esplanade and Ritz Carlton Hotel at 24th
Streetand Camelback in Phoenix.

Car Dealerships and Related Services Continue to Blossom in the Airpark

The early pioneers of the Airpark--Cavalino Classics (Ferrari), and Schumacher European
(Mercedes)--had an incredible amount of foresight when they opened up their automobile
dealerships in the early 1980's. During the 1990's, Lou Grubb Ford, VVan Chevrolet, Lou Grubb
Saturn, Harley Davidson, Legends Cadillac, Ed Moses Dodge, and Pinnacle Nissan began
adding their dealerships. In 1999, Sun Pontiac (GMC), Right Toyota, Honda of Scottsdale,
Budget Car Sales, and The Car Store of Scottsdale have all opened up their new showroom and
dealership sites.

These users consume significant amounts of land and employ large numbers of employees.
They also contribute to the diversity of the economy in the Greater Scottsdale Airpark area, and
draw related businesses such as gas, convenience stores, car washes and auto repair businesses
into the employment base.

Retail Continuesto Bloom

The long awaited Scottsdale Promenade broke ground and the Great Indoors, World Market,
Ulta 3, Office Max, and many more stores within it have just opened. There will be many more
to follow when this 860,600 + square foot retail project at the southeast corner of Scottsdale
Road and Frank Lloyd Wright Boulevard is completed. The Wal Mart and Millennium Super
Center Sam's Club are under construction along the Loop 101 Freeway, just south of Sonoran
Village, and the 40 + acres Kierland Commons project is now under construction at Scottsdale
Road and Greenway Parkway. Inaddition, there have been free-standing restaurants added to
that area surrounding Scottsdale Road and Greenway Parkway. These three projects alone
consumed over 160 acres.
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MAJOR COMPANIES

Air Services International

Allied Waste

Assocs. in Architecture & Design

Best Western Thunderbird

Cahners In-Stat Group

Carlos O'Briens

Coldwell Banker Success Realty

Continental Promotion Group

Copenhagen Imports

Corporate Jets, Inc.

Costco

Cox Cable of Scottsdale

Danny's Family Star Mart

Dial Tech./Administrative

Dial Corporate Headquarters

Dillon Precision Industries

Discount Tire Company, Inc.

Ed Moses Dodge

FFCA

Farmers Insurance

Food for the Hungry, Inc.

GHS

Golden Genesis

GTCO CalComp Input Technologies

Harden & Co.

Harley Davidson

Home Depot

Interface, Inc.

JADO

Kroy, Inc.

KYOCERA

La Petite Academy

Legend Cadillac

Linthicum Constructors

Lou Grubb Ford

Lou Grubb Saturn

MCS

Metris Company

Naturally Vitamin

Nautilus Insurance Co.

Orkin Pest Control

Pacesetter

Pinnacle Nissan

ReMax

Rental Service Corp.

Robb & Stucky

Royal Precision

Schumacher European Ltd.

Scott Toyota

Scottsdale Honda

SonicAir

State Farm Insurance

Styling Technology

Sun Genesis Systems

Sunvek

The Tech Group/Tech Poulson

Terravita Corporation

Thomasville Home Furnishings

Thunderbird Furniture

U-Haul

Unison Health Care

U.S. Postal Service

U.S. West

USF Bestway

Van Chevrolet/GEO

VanGuard

Vodari

Wace Imaging Network Offset
Separations

Weiss Guys Car Wash

Wilson Electric company

XYRON

Younger Direct

These retail projects all contribute a great deal to the tax base for the City of Scottsdale, both in
terms of real estate values and sales tax. They also provide a tremendous number of new
services for the emerging residential area surrounding the Greater Scottsdale Airpark. Unlike
many other parts of Scottsdale, where neighborhood groups seem to oppose any new
developments, these large retail projects seem to be welcome in this well-planned, well-
established Greater Scottsdale Airpark employment base.

Diminishing Land Equals Higher Land Values

Unlike some of the other employment bases in Maricopa County, the Scottsdale Airpark had
the majority of its infrastructure, i.e., streets, sewer, and water, installed in the 1980's. The City
of Scottsdale benefited greatly due to the fact that private developers built over 90% of all of
the roads and infrastructure constructed during that period of time throughout the Greater
Scottsdale Airpark employment base. Because of this, the "vertical" development in the
Airpark has proceeded with relative ease.

Fully improved land in the Greater Scottsdale Airpark has gone from $8.00 per square foot to
$12.00 per square foot or higher over the last 20-24 months. There have been a few instances
where a user has paid anywhere from $18.00 to $25.00 per square foot for specific sites on
major roads. In contrast, the Deer Valley area, the next major employment base on the Loop
101 Freeway, has seen land values go from $1.50 per square foot to over $5.00 per square foot
forraw land (incomplete streets, water, and sewer) during the same period.

As the number of finished, improved sites diminish in the Airpark, we should expect land
values to continue to rise in the near future and a higher and better utilization of the land may be
toincrease building heights.

The Scottsdale Airpark News recently posed a question in their October issue about increasing
the height of commercial buildings. Based on our experience in the Airpark since 1981, we
think it's a good idea to increase building height to a maximum of six stories, versus the current
maximum height of three stories that are allowed. This increased height would most likely
occur along the freeway alignment, which is where the majority of density typically occurs in
most major employment cores throughout the country.

Cost of Operation

New office building rental rates are $22.00 to $26.00 per square foot, full service, per year.
Some of the older office buildings are $20.00 to $23.00 per square foot, annual full service.
New office/warehouse buildings are not as frequently developed now because of the cost of
land, but existing structures are getting rental rates in the area of $9.00 to $12.00 per square
foot, triple netannual basis.

Most tenants are signing a minimum of three year leases and many are signing seven to ten year
leases, which is something the Greater Scottsdale Airpark rarely witnessed throughout the
70's, 80's and early 90's. This is probably a very wise move on the part of the tenants, because
of the continuing increase in rental rates.

The New Economy

Recently there has been a lot of discussion about the "new economy," i.e., e-commerce, the
Internet, and all of the peripheral jobs, opportunities, and income levels that go along with
higher technology. Due to the quality of life in the environment surrounding the Greater
Scottsdale Airpark and the draw this represents for employers and their employees, this area is
seeing its share of that "new economy." As the Greater Scottsdale Airpark continues to evolve,
we have seen and will continue to see many of the lighter manufacturing companies move to
the other employment bases like the Deer Valley or Tempe areas, and the high-tech and large
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administrative companies come into the Greater Scottsdale Airpark area.

What Do This Year's Numbers Tell Us And What Will the Airpark Look Likein the Year 2010?

You'll note from the enclosed tables that the trend over the last several years has been toward a larger percentage increase in the number of employees
and a lower percentage increase in the number of businesses. This isthe result of larger companies moving into the area.

Our predictions of how the Airpark will look in the year 2010 include the expanded boundaries of the Greater Scottsdale Airpark. The predictions of
this year's 2010 Reportare as follows:

1999 2010
NUMBER OF COMPANIES: 1,807 + 3,000 +
NUMBER OF EMPLOYEES: 30,344 + 50,000 +
TOTAL SQUARE FOOTAGE: 14,626,300 + 25,000,000 +

SCOTTSDALE AIRPARK GROWTH: June, 1981 December, 1999

Number of Number of

Date Sq. Ft. Vacancy Employees Businesses
June 1981 1,580,611 13.9% 3,320 268
June 1982 1,720,210 10.1% 3,680 289
June 1983 1,900,188 6.1% 4,038 316
Jan. 1984 2,288,439 10.9% 4,504 383
Jun. 1984 2,587,000 10.5% 5,320 460
Jan. 1985 2,683,394 11.8% 5,345 480
July 1985 3,206,670 17.3% 5,500 517
Jan. 1986 3,673,589 18.7% 5,861 534
Jan. 1987 4,419,226 19.4% 8,661 733
Aug. 1987 4,811,007 19.0% 8,912 841
Aug. 1988 4,881,979 16.0% 9,802 957
Aug. 1989 5,234,493 17.2% 10,355 930
Aug. 1990 5,396,211 14.3% 10,120 943
Aug. 1991 5,868,194 14.2% 10,654 1,082
Aug. 1992 6,141,078 12.6% 11,345 1,076
Nov. 1993 6,146,866 6.7% 13,402 1,237
Sept. 1994 6,569,987 3.5% 13,846 1,257
Sept. 1995 6,932,228 2.3% 14,132 1,332
Dec. 1996 8,126,066 3.1% 17,275 1,477
Dec. 1997 9,697,203 * 3.2% * 19,837 * 1,624 *
Dec. 1998 11,085,954 * 4.1% * 25,891 * 1,708 *
Dec. 1999 14,626,300 * 6.0% * 30,344 * 1,807 *

*These numbers reflect the "Greater Scottsdale Airpark"
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