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The information contained herein represents the results of participants surveyed in the commercial real estate markets of North Texas
for year end 2009. The respondents include local and national developers, asset managers, loan officers in local and national lending
institutions, brokers, as well as consultants, mortgage bankers and individual investors.

CAPITALIZATION RATES

The market recognizes three types of "Cap Rates." The "going-in" rate is based on the investor's analysis of the current income at time
of purchase. The "stabilized rate" is based on the investment's typical operating year at a stabilized occupancy. The "reversion rate" is
the capitalization rate anticipated by investors at the time of resale.

The capitalization rates reported are more reflective of Class B type properties and are broken out as follows: Class A — 35.7%, Class B
-46.1%, Class C - 17.2% and Class D — 0.9%. Approximately 75.0% of the respondents indicated that they deduct a reserve within their
stabilized proforma.

GOING-IN STABILIZED REVERSION

Property Type Avg Range Avg Range Avg Range

Apartments 8.60% 6.00% 15.00% 8.73% 5.00% 13.00% 8.73% 6.75% 11.00%
Office 9.17% 8.00% 11.00% 9.19% 7.00% 12.00% 9.38% 8.00% 12.00%
Retalil 9.23% 7.00% 12.00% 9.22% 7.00% 12.00% 9.75% 8.50% 12.50%
Industrial 9.00% 8.00% 10.50% 9.25% 7.00% 15.00% 9.56% 8.50% 12.50%
Hotel 10.92% 7.00% 14.00% 11.35% 9.00% 14.00% 11.42% 9.00% 14.00%
Net Lease 8.26% 7.00% 10.00% 8.22% 7.00% 9.50% 8.90% 7.50% 10.00%

REVENUE & EXPENSE EXPECTATIONS

YEAR 1 YEAR 2 THEREAFTER
Property Type Revenue Expense Revenue Expense Revenue Expense
Apartments 0.82% 2.38% 2.79% 2.94% 3.24% 3.29%
Office 0.19% 2.06% 1.53% 2.47% 2.62% 2.56%
Retall -0.13% 2.03% 0.67% 2.27% 2.90% 2.77%
Industrial 0.29% 2.00% 1.54% 2.25% 2.47% 2.57%
Hotel -0.27% 2.23% 1.05% 2.68% 2.73% 3.18%

DISCOUNT RATES HOLDING PERIOD

The following table presents the range and the average The following table reflects the anticipated term of ownership
discount rates for year end 2009. Most of the respondents (from acquisition to resale) for the following property types.
indicated that a reserve was deducted within the cash flow.

Property Type AVERAGE MODE LOW HIGH Property Type AVERAGE RANGE MODE
Apartments 9.74% 9.00% 7.00% 12.00% Apartments 6.15 1.0 10.0 5.0
Office 10.02% 10.00% 5.00% 12.00% Office 6.49 1.0 10.0 5.0
Retail 10.08% 10.00% 6.50% 12.50% Retall 7.06 1.0 25.0 5.0
Industrial 9.89% 9.00% 5.00% 12.00% Industrial 7.70 1.0 25.0 5.0
Hotel 13.29% 14.00% 10.00% 15.00% Hotel 6.82 3.0 10.0 5.0
Ground Leases 8.36% 9.00% 6.50% 10.00% Ground Lease 8.96 1.0 20.0 10.0

HENRY S. MILLER REALTY SERVICES is a full service Real Estate Company providing brokerage, leasing, asset and property
management, corporate services, investment banking, development, construction management, consulting and appraisal services.
Henry S. Miller is one of the largest commercial real estate firms in Dallas/Fort-Worth and one of the largest independent firms in the
state of Texas.



VACANCY & COLLECTION LOSS
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FORECAST FOR 2010

Apartment properties were viewed as being the best
investment opportunity, followed by industrial, land, office,

retail and hotel properties.

Property Type
Apartment
Office

Retall
Industrial
Hotel

Land

Ground Lease
Net Lease

Overall/Avg

17.1%
58.8%
61.8%
15.6%
63.0%
61.8%
24.1%
12.5%
39.34%

DECLINING

STABLE
51.4%
41.2%
38.2%
71.9%
25.9%
35.3%
37.9%
46.9%

43.60%

Retail
Credit
Non-Credit

Industrial
Credit

Office
Credit
Non-Credit

SINGLE TENANT

Non-Credit

GOOD
25.7%
0.0%
0.0%
12.5%
7.4%
2.9%
34.5%
37.5%
15.07%

LOSS (%)
Avg Mode
481 50
941 100
Avg Mode
505 5.0
927 100
Avg Mode
526 5.0
1030 10.0

GREAT
5.7%
0.0%
0.0%
0.0%
3.7%
0.0%
3.5%
3.1%

2.00%

MARKET RECOVERY ASSUMPTIONS

Respondents were questioned as to when they feel the real
estate market will recover for both the North Texas and U.S.

markets.

# OF MONTHS

0-6
7-12
13-18
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24+

NORTH TEXAS

0.0%

30.4%

41.3%

17.4%

10.9%

U.S.
0.0%
4.3%

30.4%
30.4%
34.8%

FINISH-OUT

The following table reflects market averages and ranges for
finish-out in office, industrial and retail properties. Please note
that the ranges for industrial reflect both bulk and flex type
space. The upper end reflects flex space, with the lower end
being more representative of warehouse or bulk type space,
which is usually only applied to the office portion.

OFFICE INDUSTRIAL RETAIL
Shell
Average $27.86 $8.77 $26.07
Range $15.00-$40.00 $0.00-$30.00 $20.00-$40.00
New
Average $17.39 $4.96 $12.73
Range $4.00-$40.00 $0.00-$20.00 $0.00-$30.00
Renewal
Average $9.65 $2.12 $4.93
Range $1.00-$25.00 $0.00-$10.00 $0.00-$20.00
REQUIRED LAND YIELDS
LEVERAGED
Property Type AVG MODE LOW HIGH
Residential Lot Development 26.33% 20.00% 12.00% 50.00%
Speculative Land Purchase 37.92% 20.00% 10.00% 100.00%
UNLEVERAGED
Property Type AVG MODE LOW HIGH
Residential Lot Development 22.08% 15.00% 15.00% 35.00%
Speculative Land Purchase 44.00% 30.00% 12.00% 200.00%
REASONABLE EXPOSURE TIME
Property Type MONTHS Property Type MONTHS
Apartments: AVG MODE Land: AVG MODE
Class A 789 120 Leased Fee Sites 8.46 6.0
Class B 9.66 12.0 Net Leases 7.08 6.0
Other 12.40 12.0
Office: Industrial:
High Rise 11.44 120 Bulk Warehouse  10.52 12.0
Class A Suburban 10.63 12.0  Office/Warehouse 10.19 12.0
Class B 12.33 12.0 Tech Flex 11.35 12.0
Other 13.58 12.0
Retail: Hotels:
Regional 9.88 12.0 Full Service 16.10 12.0
Community 11.11 120 Limited Service 1476 12.0
Neighborhood 10.64 12.0 Economy 1490 12.0
Unanchored 12.20 12.0



Henry S. Miller Consulting, LLC is a leading real estate
appraisal and consulting firm which originated with Henry
S. Miller, Sr., who prepared residential appraisals in the
1920s. Henry S. Miller, Jr. continued the appraisal and
consulting practice and in the 1940s became one of the
first members of the prestigious organization now known as
the Appraisal Institute (MAI).

Today, Henry S. Miller Consulting, LLC is comprised of highly
trained and experienced professionals, including six
20-plus-year veteran appraisers who hold the MAI designa-
tion. Combined, they have over 150 years of appraisal and
consulting experience.

Henry S. Miller Consulting, LLC, provides a full array of
services, including: traditional appraisals, appraisals for
eminent domain/condemnation matters prepared for
private property owners and government entities, litigation
support services including expert witness testimony, feasi-
bility studies, investment analyses and ad valorem tax
representation.

The Consulting Division works as a team to provide the
highest quality of service. Every assignment is given careful
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attention and reflects the firm’s commitment to honesty,
quality service and professionalism.

The Firm’s staff has extensive experience in cash flow mod-
eling and analysis of institutional grade properties includ-
ing assignments involving leased fee and leasehold
estates, as well as partial interests. The staff is experienced
with virtually all property types.

With a national client base, assignments have been per-
formed throughout the United States. The firm maintains a
complete real estate library of current and historical data
for many national markets and utilizes the latest software,
such as Argus, in the analysis of properties. Henry S. Miller
Consulting, LLC is qualified to provide clients with special-
ized information and unique insights to a variety of eco-
nomic regions and real estate markets.

Henry S. Miller Consulting, LLC professionals also serve as
expert witnesses and have provided valuation and advi-
sory services in connection with a variety of litigation types,
including: eminent domain/condemnation, bankruptcy,
income and property tax, among other issues. Our experts
have extensive experience testifying in local, state and
federal courts.
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