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designed exclusively for use by CB Richard Ellis clients, and cannot be reproduced without prior written permission of CB Richard Ellis.

DENVER SUBMARKET MAP

vacancyvsleaserates

Page 1

��������

��������

��������

��������

��������

������������

������������

��
	�

��
	�

��
	�

��
	�


�
	�


�
	�


�
	�


�
	�

��
		

��
		

��
		

��
		


�
		


�
		


�
		


�
		

��
��

��
��

��
��

��
��


�
��


�
��


�
��


�
��

��
��

��
��

��
��

��
��


�
��


�
��


�
��


�
��

��
��

��
��

��
��

��
��


�
��


�
��


�
��


�
��

��
�


��
�


��
�


��
�



�
�



�
�



�
�



�
�


��
��

��
��

��
��

��
��

��������

��������

������������

������������

������������

������������

Vacancy RateVacancy RateVacancy RateVacancy RateVacancy Rate            9.72%           9.72%           9.72%           9.72%           9.72%
Average Lease RateAverage Lease RateAverage Lease RateAverage Lease RateAverage Lease Rate          $10.44         $10.44         $10.44         $10.44         $10.44

     
In the overall metro office market, sublease
space is continuing to decline.  Sublease
space amounted to 472,000 square feet
at the end of 2003 and shows further
decline to 377,000 square feet in the first
quarter of 2004.  The reduction of
sublease space is a consequence of lease
terminations.  Even though overall vacancy
rates in the first quarter of 2004 have
increased slightly, the annual trend of stable
vacancy rates will most likely occur as the
national economy continues its recovery.
The contraction of the national economy
has resulted in many companies closing or
downsizing their offices in Colorado
Springs.  Large employers, especially in
the tech sector, have reacted to economic
trends by scaling down on their need for
office space or have discontinued their
operations.   As a result, higher vacancies
rates are being experienced in the North
I-25 submarket.

The Southeast submarket contains 3.5
million square feet of office space but the
majority of this space is within smaller office
buildings.  Many of the larger office
buildings in the Southeast are occupied by
Department of Defense contractors.  Within
the first quarter of 2004, a few DOD
tenants have decided to move or vacate.
As a result, the Southeast submarket
displays a higher vacancy rate of 14.05%,
but remains a historically stable submarket.

The Colorado Springs economy is
beginning to show recovery in several
ways.  The estimated 10,000 troops
returning from Iraq will help accelerate
local employment and also boost retail
sales.  Another factor that will provide
strength in our local economy is the slow
but increasing employment figures.  The
Colorado Department of Labor and
Employment reported an increase in jobs
in El Paso County at the end of February.
Unemployment rates have also been on the
decline. By the end of the first quarter, the
Labor Department reported the
unemployment rate at 5.7%, the lowest
rate since October 2001.

For our local office market, an increase in
jobs means lower vacancy rates.  Many
employers are looking at the Springs as an
opportunity to be in a community that has
a lower cost of living and a better quality of
life.

In the Class “A” office market, the vacancy
rate has increased to approximately 16%
in the first quarter of 2004.  This rate is up
from15.4% in the last quarter of 2003.
The vacancy increase is a direct result from
the decline of the national economy, and
the high percentage of vacant space
(considered sublease space) being financed
by large corporations.
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                          Change from lastChange from lastChange from lastChange from lastChange from last

                   CurrentCurrentCurrentCurrentCurrent     Yr     Yr     Yr     Yr     Yr.  Qtr.  Qtr.  Qtr.  Qtr.  Qtr.....

VacancyVacancyVacancyVacancyVacancy           9.72%           9.72%           9.72%           9.72%           9.72%

Lease Rates       $10.44Lease Rates       $10.44Lease Rates       $10.44Lease Rates       $10.44Lease Rates       $10.44

Net Absorption  316,634Net Absorption  316,634Net Absorption  316,634Net Absorption  316,634Net Absorption  316,634

Construction     $36.8 MConstruction     $36.8 MConstruction     $36.8 MConstruction     $36.8 MConstruction     $36.8 M

*The arrows are trend indicators over the specified time
period and do not represent a positive or negative value.

TOP COLTOP COLTOP COLTOP COLTOP COLORADO SPRINGS LEASE TRANSACTIONSORADO SPRINGS LEASE TRANSACTIONSORADO SPRINGS LEASE TRANSACTIONSORADO SPRINGS LEASE TRANSACTIONSORADO SPRINGS LEASE TRANSACTIONS

AAAAAVERAVERAVERAVERAVERAGE ASKING LEASE RAGE ASKING LEASE RAGE ASKING LEASE RAGE ASKING LEASE RAGE ASKING LEASE RATETETETETE
Rate determined by multiplying the asking net lease rate
for each building by its available space, summing the
products, then dividing by the sum of the available space
with net leases for all buildings in the summary.

NET LEASESNET LEASESNET LEASESNET LEASESNET LEASES
Includes all lease types whereby the tenant pays an agreed
rent plus most, or all, of the operating expenses and taxes
for the property, including utilities, insurance and/or
maintenance expenses.

MARKET COMARKET COMARKET COMARKET COMARKET COVERAVERAVERAVERAVERAGEGEGEGEGE
Includes all competitive office buildings 5,000 square
feet and greater in size.

NET ABSORPTIONNET ABSORPTIONNET ABSORPTIONNET ABSORPTIONNET ABSORPTION
The change in occupied square feet from one period to the
next.

NET RENTNET RENTNET RENTNET RENTNET RENTABLE AREAABLE AREAABLE AREAABLE AREAABLE AREA
The gross building square footage minus the elevator core,
flues, pipe shafts, vertical ducts, balconies, and stairwell
areas.

OCCUPIED SQUOCCUPIED SQUOCCUPIED SQUOCCUPIED SQUOCCUPIED SQUARE FEETARE FEETARE FEETARE FEETARE FEET
Building area not considered vacant.

UNDER CONSTRUCTIONUNDER CONSTRUCTIONUNDER CONSTRUCTIONUNDER CONSTRUCTIONUNDER CONSTRUCTION
Buildings which have begun construction as evidenced by
site excavation or foundation work.

AAAAAVVVVVAILABLE SQUAILABLE SQUAILABLE SQUAILABLE SQUAILABLE SQUARE FEETARE FEETARE FEETARE FEETARE FEET
Available Building Area which is either physically vacant or
occupied.

AAAAAVVVVVAILABILITY RAAILABILITY RAAILABILITY RAAILABILITY RAAILABILITY RATETETETETE
Available Square Feet divided by the Net Rentable Area.

VVVVVAAAAACANT SQUCANT SQUCANT SQUCANT SQUCANT SQUARE FEETARE FEETARE FEETARE FEETARE FEET
Existing Building Area which is physically vacant or
immediately available.

VVVVVAAAAACANCY RACANCY RACANCY RACANCY RACANCY RATETETETETE
Vacant Building Feet divided by the Net Rentable Area.

NORMALIZANORMALIZANORMALIZANORMALIZANORMALIZATIONTIONTIONTIONTION
Due to a reclassification of the market, the base, number
and square footage of buildings of previous quarters have
been adjusted to match the current base. Availability and
Vacancy figures for those buildings have been adjusted in
previous quarters.

For more  information regarding the
MarketView, please contact:
Kimberly R. RitchKimberly R. RitchKimberly R. RitchKimberly R. RitchKimberly R. Ritch
Director of Market Research
Sierra Commercial Real Estate, Inc.
102 South Tejon, Suite 750
Colorado Springs, Colorado 80903

T. 7 1 9 . 9 5 5 . 2 0 0 0  •   F. 7 1 9 . 9 5 5 . 2 0 1 9
k r i t ch@s ie r rac re .com

VVVVVACANCY ACANCY ACANCY ACANCY ACANCY RRRRRATE VS. ATE VS. ATE VS. ATE VS. ATE VS. LLLLLEASE EASE EASE EASE EASE RRRRRATEATEATEATEATE

Size (Sq. Ft)Size (Sq. Ft)Size (Sq. Ft)Size (Sq. Ft)Size (Sq. Ft) TTTTTenantenantenantenantenant                          AddressAddressAddressAddressAddress

  35,595 Seagate Technology LLC      9950 Federal Drive

  17,838 Acordia Insurance      5755 Mark Dabling

  27,512 Co. Spgs. Health Partners                     2 South Cascade

COLCOLCOLCOLCOLORADO SPRINGS OFFICE SUBMARKETORADO SPRINGS OFFICE SUBMARKETORADO SPRINGS OFFICE SUBMARKETORADO SPRINGS OFFICE SUBMARKETORADO SPRINGS OFFICE SUBMARKET

QUICK  STATSQUICK  STATSQUICK  STATSQUICK  STATSQUICK  STATS

                                        FIRST QUARTER 2004FIRST QUARTER 2004FIRST QUARTER 2004FIRST QUARTER 2004FIRST QUARTER 2004
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CITY OF CITY OF CITY OF CITY OF CITY OF CITY OF CITY OF CITY OF CITY OF 
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NortheastNortheastNortheastNortheastNortheastNortheastNortheastNortheastNortheast

North I-25North I-25North I-25North I-25North I-25North I-25North I-25North I-25North I-25

CBDCBDCBDCBDCBDCBDCBDCBDCBD
FringeFringeFringeFringeFringeFringeFringeFringeFringeCBDCBDCBDCBDCBDCBDCBDCBDCBD

SouthwestSouthwestSouthwestSouthwestSouthwestSouthwestSouthwestSouthwestSouthwest
SoutheastSoutheastSoutheastSoutheastSoutheastSoutheastSoutheastSoutheastSoutheast

© Information herein has been obtained from sources believed reliable.  While we do not doubt its accuracy, we have not verified it and
make no guarantee, warranty or representation about it.  It is your responsibility to independently confirm its accuracy and complete-
ness.  Any projections, opinions, assumptions or estimates used are for example only and do not represent the current or future
performance of the market.  This information is designed exclusively for use by Sierra Commercial Real Estate, Inc. and CB Richard Ellis
clients, and cannot be reproduced without prior written permission of Sierra Commercial Real Estate, Inc. and CB Richard Ellis.

HOT TOPICSHOT TOPICSHOT TOPICSHOT TOPICSHOT TOPICS

• Southwest Airlines on Colorado Springs• Southwest Airlines on Colorado Springs• Southwest Airlines on Colorado Springs• Southwest Airlines on Colorado Springs• Southwest Airlines on Colorado Springs
radar screenradar screenradar screenradar screenradar screen

• Interstate 25 to be widened from• Interstate 25 to be widened from• Interstate 25 to be widened from• Interstate 25 to be widened from• Interstate 25 to be widened from
South Academy Blvd to BriargateSouth Academy Blvd to BriargateSouth Academy Blvd to BriargateSouth Academy Blvd to BriargateSouth Academy Blvd to Briargate

• 10,000 Fort Carson troops returning• 10,000 Fort Carson troops returning• 10,000 Fort Carson troops returning• 10,000 Fort Carson troops returning• 10,000 Fort Carson troops returning
from Iraqfrom Iraqfrom Iraqfrom Iraqfrom Iraq

• Preble mouse endangered designation• Preble mouse endangered designation• Preble mouse endangered designation• Preble mouse endangered designation• Preble mouse endangered designation
is now endangeredis now endangeredis now endangeredis now endangeredis now endangered
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COLORADO SPRINGS OFFICE

Vacancy Rate     9.72%Vacancy Rate     9.72%Vacancy Rate     9.72%Vacancy Rate     9.72%Vacancy Rate     9.72%

COLORADO SPRINGS OFFICE 1Q 2004

METRO OFFICE STMETRO OFFICE STMETRO OFFICE STMETRO OFFICE STMETRO OFFICE STAAAAATISTICSTISTICSTISTICSTISTICSTISTICS

Commercial construction throughout 2003 was on the rise and
by the end of the year, a total of $236 million dollars was
committed.  The start of 2004 indicates that $36.8 million in
construction activity has been proposed or has begun.  This
figure is down from the previous quarter, but overall commercial
construction has increased on an annual basis since 2001.
The office market currently has four buildings that have been
completed in the first quarter, with another 17 buildings that
are either under construction or proposed.

CLASS “CLASS “CLASS “CLASS “CLASS “AAAAA” OFFICE ST” OFFICE ST” OFFICE ST” OFFICE ST” OFFICE STAAAAATISTICSTISTICSTISTICSTISTICSTISTICS

CBDCBDCBDCBDCBD 2,563,782                   7.76%2,563,782                   7.76%2,563,782                   7.76%2,563,782                   7.76%2,563,782                   7.76% 00000       $11.23      $11.23      $11.23      $11.23      $11.23                    8.44%                    8.44%                    8.44%                    8.44%                    8.44%

CBD FringeCBD FringeCBD FringeCBD FringeCBD Fringe 2,865,056                   7.01%2,865,056                   7.01%2,865,056                   7.01%2,865,056                   7.01%2,865,056                   7.01%22,51722,51722,51722,51722,517        $9.13       $9.13       $9.13       $9.13       $9.13                                                                                                    8.41%8.41%8.41%8.41%8.41%

North I-25North I-25North I-25North I-25North I-25 7,918,394                 12.11%7,918,394                 12.11%7,918,394                 12.11%7,918,394                 12.11%7,918,394                 12.11%   0  0  0  0  0       $11.97      $11.97      $11.97      $11.97      $11.97                   15.73%                   15.73%                   15.73%                   15.73%                   15.73%

NortheastNortheastNortheastNortheastNortheast 3,713,579                   8.04%3,713,579                   8.04%3,713,579                   8.04%3,713,579                   8.04%3,713,579                   8.04%151,424151,424151,424151,424151,424       $10.25      $10.25      $10.25      $10.25      $10.25                   11.78%                   11.78%                   11.78%                   11.78%                   11.78%

SoutheastSoutheastSoutheastSoutheastSoutheast 3,477,742                 14.05%3,477,742                 14.05%3,477,742                 14.05%3,477,742                 14.05%3,477,742                 14.05%133,926133,926133,926133,926133,926        $9.72       $9.72       $9.72       $9.72       $9.72                                                                                               15.69%15.69%15.69%15.69%15.69%

SouthwestSouthwestSouthwestSouthwestSouthwest 1,695,158                   9.40%1,695,158                   9.40%1,695,158                   9.40%1,695,158                   9.40%1,695,158                   9.40%16,71016,71016,71016,71016,710       $10.36      $10.36      $10.36      $10.36      $10.36                                                                                               10.58%10.58%10.58%10.58%10.58%

TTTTTotal Marketotal Marketotal Marketotal Marketotal Market            23,233,711            23,233,711            23,233,711            23,233,711            23,233,711                        9.72%                        9.72%                        9.72%                        9.72%                        9.72%             324,577             324,577             324,577             324,577             324,577                      $10.44                      $10.44                      $10.44                      $10.44                      $10.44                        11.77%                        11.77%                        11.77%                        11.77%                        11.77%

North I-25North I-25North I-25North I-25North I-25            5,031,470            5,031,470            5,031,470            5,031,470            5,031,470                   22.9%                   22.9%                   22.9%                   22.9%                   22.9% 00000      $11.15     $11.15     $11.15     $11.15     $11.15                    27.25%                    27.25%                    27.25%                    27.25%                    27.25%

CBDCBDCBDCBDCBD                    2,020,962                    2,020,962                    2,020,962                    2,020,962                    2,020,962                   9.49%                   9.49%                   9.49%                   9.49%                   9.49% 00000      $14.67     $14.67     $14.67     $14.67     $14.67                    12.40%                    12.40%                    12.40%                    12.40%                    12.40%

SoutheastSoutheastSoutheastSoutheastSoutheast             1,340,171             1,340,171             1,340,171             1,340,171             1,340,171                 13.40%                 13.40%                 13.40%                 13.40%                 13.40%            133,926            133,926            133,926            133,926            133,926      $13.10     $13.10     $13.10     $13.10     $13.10                    13.40%                    13.40%                    13.40%                    13.40%                    13.40%

TTTTTotal Class “A”otal Class “A”otal Class “A”otal Class “A”otal Class “A”  8,392,603                      15.26% 8,392,603                      15.26% 8,392,603                      15.26% 8,392,603                      15.26% 8,392,603                      15.26%               133,926               133,926               133,926               133,926               133,926      $12.97     $12.97     $12.97     $12.97     $12.97                          17.68%                          17.68%                          17.68%                          17.68%                          17.68%

El PEl PEl PEl PEl Paso Countyaso Countyaso Countyaso Countyaso County 5.80%5.80%5.80%5.80%5.80%

ColoradoColoradoColoradoColoradoColorado 5.75%5.75%5.75%5.75%5.75%

United StatesUnited StatesUnited StatesUnited StatesUnited States 5.70%5.70%5.70%5.70%5.70%

CONSTRUCTION ACONSTRUCTION ACONSTRUCTION ACONSTRUCTION ACONSTRUCTION ACTIVITY  (IN MILLIONS)CTIVITY  (IN MILLIONS)CTIVITY  (IN MILLIONS)CTIVITY  (IN MILLIONS)CTIVITY  (IN MILLIONS)

UNEMPLUNEMPLUNEMPLUNEMPLUNEMPLOOOOOYMENT RAYMENT RAYMENT RAYMENT RAYMENT RATETETETETE

        Average Asking
 Office                  Rentable                  V acancy    Under        Lease Rate Availability
 Submarket               Area                      Rate %     Construction SF     -$ SF/YR Rate %

As noted in the chart above, the vacancy rates for the entire
office market increased slightly to 9.72%. Over the past year
and into the first quarter of 2004, office vacancies continue to
rise.    Office construction has decreased from 583,833 square
feet at the end of 2003 to 324,577 square feet by the end of
March 2004.  For the Class “A” submarket, vacancy rates also
followed with a minimal increase.  The Class “A” space in the
North I-25 submarket reports a higher vacancy at 22.9%.  This
is due to vacant space in the technology sector that made up a
large portion of the economic base in the late 1990s.

METRO OFFICE VAMETRO OFFICE VAMETRO OFFICE VAMETRO OFFICE VAMETRO OFFICE VACANCYCANCYCANCYCANCYCANCY

SIERRA COMMERCIAL REAL ESTATE, INC. - A CB RICHARD ELLIS AFFLIATE

MARKET OUTLMARKET OUTLMARKET OUTLMARKET OUTLMARKET OUTLOOKOOKOOKOOKOOK

For the first quarter 2004, Sierra Commercial projects
lease rates at $10.44 per square foot NNN, which is
slightly higher than year end 2003.  Higher lease rates
occurred in the North I-25 and Central Business District
(CBD) submarkets.  The North I-25 submarket boasts an
average rate of $11.97 and the CBD has a first quarter
average lease rate of $11.23. Over the course of 2003,
average asking rates ended at $10.20 sf NNN.  On an
annual scale, lease rates have declined the past two years
from their peak in 2001 at $10.96.

AVERAAVERAAVERAAVERAAVERAGE ASKING LEASE RAGE ASKING LEASE RAGE ASKING LEASE RAGE ASKING LEASE RAGE ASKING LEASE RATESTESTESTESTES

The general trend in the office market has been one of increased
activity creating encouraging news for the future.  While statistics
show that the market has been going sideways for an extended pe-
riod of time, the promise of new entrants to the market along with
expansion of existing companies will create positive absorption this
year.

For the first time in three years, there are four transactions near the
100,000 square foot range looking seriously at Colorado Springs.  A
portion of this activity should be consummated during calendar year
2004.  It is difficult to project where vacancy rates will be at year’s
end, but with continued lease activity, vacancy increases expected
during the 2nd quarter of this year should be easily offset.  During the
2nd quarter of 2004, Progressive Insurance will be consolidating its
facilities into a new campus in Briargate.  When this occurs, some
180,000 square feet of vacancy will appear in the speculative mar-
ket.  After this event takes place, the office market should begin to
statistically recover throughout 2004.

         Average Asking
 Office                    Rentable                  Vacancy    Under        Lease Rate Availability
 Submarket                 Area                      Rate %      Construction SF     -$ SF/YR Rate %

Average Asking Lease Rate $10.44Average Asking Lease Rate $10.44Average Asking Lease Rate $10.44Average Asking Lease Rate $10.44Average Asking Lease Rate $10.44
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The unemployment rate in El Paso County has been on the
decline since its peak in 2002 at 6.56%.  An interesting
phenonmenon in the Colorado Springs area is that our
population has been steadily growing even though
unemployment rates remain above 5%.  The labor force
has also grown, despite the increasing national
unemployment rate.  This trend shows that the Springs area
provides additional benefits, such as a greater quality of
life, a strong sense of community, and a four-season climate
that people enjoy.  The U.S. Department of Labor projects
that unemployment on a national scale will decrease to
below 5% this coming year.  The Colorado Department of
Labor and Employment projects that the state of Colorado
will also continue to see employment gains.


