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jis19 SKYLINE REPORT

for Benton and Washington Counties

Commercial Real Estate Market Summary

Thisreport isthefourth edition of the Skyline Report for Benton and Wash-
ington Counties—Commercial Real Estate Market Analysis. Researchers
at the Center for Business and Economic Researchinthe Sam M. Walton
Collegeof Businessat the University of Arkansasproducethe Skyline Re-
port to providetimely statistical analysisof the Northwest Arkansas com-
mercid red estatemarket. Theinformation contained inthe Skyline Report
iscritical for lenders, devel opers, contractors, and potential lessees. Be-
cause of thefast pace of growthin Northwest Arkansas, thecommercid red
estate market isfragmented with many local and national commercial real
estate professionalscompeting to serve the needs of aburgeoning business
community. Having current information and analysi sprovidesacompetitive
advantage over those who make decisionswithout the benefit of hard data.

Highlights from the First Quarter of 2005

e Inthefirst quarter of 2005, the Bentonvilleofficeand retail markets
wereflooded with the opening of new, unoccupied space.

o Fayettevilleand Rogersexperienced positive net absorptionintheir
office markets, while Springdale had asmall amount of negative
absorptioninthefirst quarter.

e TheFayettevilleand Rogersretail submarketsshowed strengthin
thefirst quarter with positive net absorptionin all classes.

e Therewerenegativenet absorptionsof warehouse, office/warehouse,
and retail/warehouse spacein Bentonville, Rogers, and Springdale
inthefirst quarter.

e Building permits valued at over $56.7 million were issued in
Northwest Arkansasinthefirst quarter.

e For thefirst time, focus group participants were unanimous in
declaring theofficemarket in Bentonvilleoverbuilt.

¢ Positive economic conditionsprevailed in Northwest Arkansasin
thefirst quarter, although nascent inflationary pressuresand interest
rateincreasesmay bear down onthecommercia real estate market
inthecoming quarters.
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Report Structure

The Skyline Report presentsan analysisof datafrom three primary sources.
I nformation on the entire popul ation of commercid property isgathered from
the offices of the Benton and Washington County Assessors. Thesedata
setsarethenfiltered to exclude propertiesthat are not part of the competi-
tiveleasing market. These excluded propertiesinclude owner-occupied
buildingsand other dedicated spaces. Additionally, commercia properties
that do not meet certain minimum size criteria(detailed on page 33) area so
filtered from the base of commercial propertiesconsidered. Asasecond
sourceof data, building permit information is collected from therelevant
divisonsinNorthwest Arkansascity governments. Finaly, availability, lease
rates, and other characteristics of competitive commercial propertiesare
obtained from apanel of thelargest commercia property ownersand man-
agersin Northwest Arkansas. Each of thethreetypesof informationthat is
collected givesaunique, but critical perspectiveof thelocal commercia prop-
erty market. Without understanding what the universe of commercial prop-
ertieslookslike at the beginning of aperiod, the scale of available spacefor
leaseismeaningless. Likewise, the datathat comefrom building permits
paint apictureof what market additionsareimminent. Only after setting the
stage with these two perspectives do vacancy ratesand market absorption
numbershaverea value.

In order to provide yet another level of perspective on the Northwest Ar-
kansascommercia property market, the Skyline Report containsan over-
view of national and regiona macroeconomic conditions. Ultimately, the
real estate market is subject to the same fundamental forcesthat shapethe
rest of the economy, so having abroader view of current issues provides
ingghtsinto potential challengesand opportunitiesfor commercid property
development.

Tothisend, the Skyline Report beginswith an economic overview. First
national output and employment issues are discussed and then thereisa
discussion of short-term and long-term interest rate prospects. Then, recent
regional economic statistics, focusing onregional employment trends, are
presented. After the economic overview, the results of somefocusgroup
discussionswith commercial property devel opersand managersare sum-
marized in order to supplement the hard datawith anecdota evidencefrom
market participantsabout regiona trends.

After thesummary of local perceptions, thefirst quarter numbersfor total
commercial property squarefeet and building permit dataare presented.
Withinthetotal squarefeet table, breakdownsof property typeby city are
contained. Also, thenumber of squarefeet of competitivecommercia prop-
erty for which the 87 panelists provide information isbroken down by city
and the percentage of coverage of the competitive market iscalculated. A
table containing publicly announced new commercial rea estate projectsis
presented after the summary of building permit data. Thistableismeant to
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Bella Vista

Bentonville

ROgers | gwell

Siloam

Springs Springdale

Fayetteville

The Northwest Arkansas commercial
market isdivided into Six major categories
of space;

Industrial—spacethat isappropriate
for the manufacturing of goods
Office—space where professional
business people work
Office/Retail—space that can be
configured as either office or retail
space or both
Office/Warehouse—space that can
be configured as either office or
warehouse space or both
Retail—space where goods and
services can be offered and sold to
thepublic
Retail/Warehouse—space where
goods and services can be offered,
sold, and stored.
Warehouse—space where goods
can be stored until distributed

Further, andydsa the CBER haveclassfied
individual office, office/retail, and retail
buildingsinto three categories. ClassA,
ClassB, and ClassC. A description of the
methodology used to classify buildingsis
included at the end of thisreport. ClassA
spaceisthehighest quality spaceavailable
inthe Northwest Arkansas market. Class
B properties encompass a wide range of
spaces, which have leaseratesthat cluster
around the market average. Finaly, Class
C space describespropertiesthat have sub-
averageleaseratesand amenities.




provide an indication of the future direction of the Northwest Arkansas commercial property market. Asmany of these
projectsarestill inthe conceptua phase, hard dataareincomplete and subject to change.

Following thetable of announced commercid projectsaretwo tables summarizing someresultsfrom thefour quartersthat the
Skyline Report hasbeen produced. Thefirst table presentsvacancy rates by submarket for each quarter. The second table
presents net absorption by submarket for thethird, fourth, and first quarters. Thesetablesarethefoundationfor the performing
trend analysisand eventually for separating the seasonal effectsfromreal effects. Theresultsinthetablesarereferredto
throughout the remainder of the Skyline Report.

Thenext four sections present anal yses of Northwest Arkansas submarketsby type of space. Theoffice submarket isexam-
inedfirg, followed by the officelretall, retail, warehouse, office/warehouse, and retail iwarehouse submarkets. Following these
sectionsare commercial property summary statisticsby city. Therearesectionsfor BellaVista, Bentonville, Fayetteville,
Lowdll, Rogers, Siloam Springs, and Springdae.

Finally, asection on how to interpret the numbers contained in the report and a description of the commercial property
classification systemare offered.

By aggregating and analyzing datafrom avariety of sources, the Skyline Report isuniqueinits perspective onthe Northwest
Arkansascommercid property market. Theinformation should beuseful to anyonewith aninterest inthe current workingsand
projected course of commercid rea estatein Benton and Washington Counties.

Economic Overview

The Macro Economy at a Glance

For theyear 2004, the overall growth ratein GDPwasahealthy 4.4 percent. Thisis0.8 percentage pointshigher than the
averageannud growthratein GDP of 3.6 percent over thepast 50 years. Thegrowth ratein GDPinthefourth quarter of 2004
was 3.8 percent, down dightly from thethird quarter GDP growth rate of 4.0 percent. TheU.S. Department of Commerce
Bureau of EconomicAnaysis(BEA) reported that the small decelerationinreal GDPgrowth inthefourth quarter primarily
reflected an acceleration inimports of goods and decel erationsin persona consumption expendituresfor durablegoodsandin
exportsof goodsthat were partly offset by an upturnin private inventory investment.

In March, the national unemployment rate was 5.2 percent, just below the 5.4 percent three-decade averagerate. The
Conference Board's Consumer Confidence Index peaked in January and declined in both February and March of 2005.
Consumers’ outlook for the next six months eased further in March. The Conference Board reported that those anticipating
business conditionsto improveincreased to 19.2 percent from 17.9 percent, but those expecting business conditionsto
worsen increased to 8.2 percent from 7.8 percent.

Taken together, these dataimply that the nationa economy continuesmoving aongin an unexceptional way. Monetary policy
makersarevigilant for inflationary pressures. 1n 2004, pricesincreased by 3.3 percent. Thiscompareswithanincreaseof 1.9
percent for al of 2003. Inthefirst two monthsof 2005, inflation hasincreased 0.4 percent over the December 2004 |evel.
Part of theimpetusfor the Federal Reserve'scontinued raising of short terminterest ratesisto contain potentia inflationary
pressures. Of particular interest isthe consumer priceindex for energy, whichincreased 6.9 percent in 2003, and advanced at
arateof 16.5 percentin 2004. Inthefirst two months of 2005, energy pricesincreased at 0.8 percent over the December
2004 level.
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Short-term Interest Rate Risk . . :
Difference Between the 10-year Maturity Treasury Bill

. e and the Federal Funds Rate
TheFederal Reserve continued initsincremental

raising of short-terminterest ratesinthefirst quarter
of 2005. The federal fundstarget now stands at
2.75 percent, up 175 basis pointsfromitshistoric y \ -
low in 2003. Indicationsarethat the Fed will con- A [ I el 200%
tinuetoremovemonetary stimulusfrom theeconomy Y
intheface of inflationary pressuresand continued
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Long-term Interest Rate Risk

Even asshort-term rates climbed in 2004 and early
2005, longer term ratesheld almost steady. Theten
year constant maturity treasury bill had aninterest
rate of 4.15 percent in January 2004 and an interest Fayetteville-Springdale-Rogers MSA
rate of 4.5 percent in February 2005. Theupward Employment and Trend

pressure on short-term rates combined with steady 0
long-term interest rates implied a decline in the
spread between thetwo. Theaccompanyingfigure
shows the spread between the federal fundsrate 1
and theten year treasury bill since January 2000. 180
From May 2004 to February 2005, there was a
205 basis point decline in the spread. In March
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2005, the spread had itsfirst uptick since May of 165
2004, leaving the spread at 187 basispoints. 160

155
Regional Employment Trends 150
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Locd demand for redl estateisuniquely associated
withemployment growthintheregion. TheNorth-
west Arkansas employment Situation has been extremely conduciveto both residential and commercia development inrecent
years. Themost recent numbersavailable show that thereisno reason to believe that asignificant dowdown isoccurring.

Theaccompanying figure showsthat in December 2004, and January and February 2005, employment in the Fayetteville-
Springdae-RogersM SA increased inamanner cond stent with recent history. Although January and February had employment
increasesthat were below trend, the effectswerelikely seasonal in nature. Each year from 2000 through 2004 had similar dips
inthefirst quarter of theyear. When comparing these numberswith thosein previous Skyline Reports, caution should be
applied asthe Bureau of Labor Statisticsjust rebenchmarked thesedata. Althoughtheindividua datapointsdiffer fromthose
previously reported, thetrend has not changed. Since January of 2000, employment growth has averaged 0.3 percent per
month.

Other Regional Economic Indicators

Dueto the changein theway local employment and unemployment numbersare estimated, the January and February local
unemployment ratesfor Northwest Arkansas are not directly comparableto their predecessors. In December 2004, the
unemployment ratein Northwest Arkansaswasarevised 2.9 percent, up just slightly from therevised 2.7 percent ratein
November. However, the January and February unemployment levelswerereported as 3.7 and 3.9 percent respectively.

Center for Business and Economic Research 4q



These numbersdo not represent adramatic increasein unemployment in Northwest Arkansas. Rather, until more datapoints
areavailablethat are created using the new estimation methodol ogy, it would be unwiseto draw conclusionsabout theoveral
direction of unemployment in Northwest Arkansas. 1n February, the state unemployment rate was 5.5 percent, whilethe
nationa unemployment ratewas 5.4 percent. Under any measure, Northwest Arkansas continuesto outperform the state
and national economies.

Taxable salesin the Fayetteville-Springdal e-Rogers M SA increased 10.8 percent from 2003 to 2004, whilethey increased
only 5.7 percent for theentire state during the same period. Averageweekly manufacturing earningsgrew 1.6 percent, based
on preliminary estimates, inthe M SA from January 2004 to January 2005. Averageweekly manufacturing earningsgrowth
was much more muted in the state asawhol e during the same period at 0.9 percent.

Local Perceptions of the Northwest Arkansas Commercial Property
Market

Each quarter, CBER gtaff membershave conversationswith adozen or so commercia developersand/or property managers
to get their ground-level insightson the current commercial real estate market in Benton and Washington counties. The
themes of these conversationshave been pretty consistent over thepast year. Panelistshavetalked about the genera state of
themarket, hot spotsof activity, areas of softness, supply/demand imbalancesandinfrastructureissues. In previousquarters,
the panelistshave expressed views on thesetopicswhich have been dl over the spectrum. However, inthisquarter, thereis
avery strong consensusthat thereisan oversupply of office spacein Bentonville. Though they had differing opinionsof how
long it might take to work off the excessinventory, al panelists agreed that supply now exceedsdemand. The estimated
number of monthsto achieve balance again ranged from six monthsto two years. Most agreed that the oversupply situation
did not arise because of asackening of demand. It wassmply acase of over-acceleration inthe pace of building activity.

Severa pandistscommented on market corrections, which they saw asforthcoming. Such correctionscould taketheform
of any or al of thefollowing:

Foreclosures

Dampening of leaserates
Increased use of incentives
Moretrading up by lessees
Retirement of marginal properties

When respondentswere asked to sum up their view of the current market in aword or two, thefollowing responseswere
elicited: controlled chaos, overbuilt, saleshot but leasingisdow, scary, saturated and market correction. Interestingly, these
words obscured an underlying sense of optimismwhichisstill present. Ingenerd, they felt that therewere still dealsto be
made, although it might require morework to identify them and to make them happen.

Whileasignificant amount of new retail space hasbeen announced, some of whichisunder construction, the panelistswere
still seeingalot of interest inthisareaof themarket. The PinnacleHills-Pleasant Grove areaof Rogers continuesto receive
themost attention. Respondents usetheir own measures—for example, retail square footage per resident or population
growth - tojustify the need for additiond retail developments. Yet, most pandlistsalso tend be skeptical about whether every
announced project will actually happen or, if it isbuilt, whether the scope and magnitude will beidentical tothat describedin
theannouncement.

The Rainbow Curve areaof Bentonvilleistaking on adifferent look asacouple of retail developmentsare nearing the

occupancy stage. Additional projectshave been announced or areunder construction. Traffic congestion, whichisalready
quite heavy, wascited asapotentia barrier to the success of projectsinthisarea
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The Fayettevillemarket is<till viewed asbeing strong, dthough itsgrowthiscertainly different fromthemoreexplosivegrowth
tothenorth. The Northwest ArkansasMal | and the neighboring Steele Crossing areaare seeing alot of activity. TheMillsap
areahas experienced areduction in theamount of vacant space, and new projects nearby have been announced. Other strong
markets mentioned werethe Lowell areaand Springdal e, although thelatter may be seeing more action rel ated to land acqui-
gtion. Aninteresting observation was made concerning the Pinnacle Hillsto Lowell area. Theactivity isseen asnot being
driven by the vendor community, but rather by retail and by businessand personal serviceproviders.

Panelistswere asked to list the positivefactorsthey see asthey |ook out over the horizon. Thesefactorsincluded:

Continued growth in vendor demand for space
Wal-Mart PR campaign

JB Hunt growth

Tyson Foodsgrowth

University of Arkansasgrowth

Population growth

Conversdly, the negativefactorsthey seeare:

Theofficesubmarket isoverbuilt

Infrastructureissues (roads, water, sewer and tel ecommunications)
Interest rates

Land prices

Lack of affordablesinglefamily housing

Quick, easy buck opportunitiesaregone

Insummary, these panelists seem to agree on thefollowing:

A sgnificant oversupply in Bentonvilleoffice space.

Retail activity isgtill strong.

Infrastructureissuesare still barriersto growth.

Vendor activity isstill pretty strong.

Major retail projectswill not cometo fruition exactly asthey were announced.
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Local Commercial Property Inventory and Building Permit Data

Thefollowing table presentsthetotal competitivecommercia property inventory in Northwest Arkansasthat meetsminimum
sguarefootage requirements (acompletelist of these criteriaareincluded on page 33) asof March 2005. Alsoincluded are
columnsdetailing thetotal squarefeet and percent coverage of thetotal inventory for which the Skyline Report commercial
property owner and manager panel provided information. For thefirst quarter, the Skyline Report coversmorethan 61.5
percent of thetotal competitivecommercial property populationin Northwest Arkansas. Some cities have better coverage
than others. For example, the Skyline Report panelistsreported information on 89 percent of the competitive commercial
propertiesin Bentonville, but only 39 percent of the competitive commercia propertiesin Springdale. BellaVista, Rogers,
Fayetteville, Lowell, and Siloam Springs have coveragesof 87, 67, 63, 50, and 41 percents, respectively.

Panel Total Panel
Industrial* Officet Retail* Warehouse? Total* Square Feet? Coverage?

Bella Vista - 106,188 14,752 61,594 182,534 157,902 86.5%
Bentonville 167,056 2,430,934 493,397 599,389 3,690,776 3,272,123 88.7%
Fayetteville 466,135 2,377,601 2,696,631 810,345 6,350,712 3,971,781 62.5%
Lowell 148,819 254,156 74,891 42,500 520,366 211,294 40.6%
Rogers 652,011 1,573,857 1,418,493 468,180 4,112,541 2,757,752 67.1%
Siloam Springs 253,631 173,787 286,487 180,797 894,702 445,713 49.8%
Springdale 969,303 1,367,979 1,324,659 1,357,388 5,019,329 1,952,533 38.9%

Northwest Arkansas Total 2,656,955 8,284,502 6,309,310 3,520,193 20,770,960 12,769,098 61.5%

1Source: Benton and Washington County offices of the Assessor. The total square feet represent the population of competitive commercial properties
that meet the baseline criteria set out on page 33 of this report.
2Source: Panel of 87 large Northwest Arkansas commercial property owners and managers.

Inaddition, building permit datafrom the past three quartersare presented for sx mgjor citiesin Northwest Arkansas. Building
permit dataare seasonal in natureand will show largefluctuationsin squarefootage and valuefrom quarter to quarter. More-
over, any particularly large project can skew the numbersimmensely. Building permit dataare also city-specific. Only
Bentonville, Fayetteville, and Siloam Springs present squarefootage data, whileonly Bentonville and Fayettevillebreak out the
different typesof commercial property. A standardization of building permit applicationsin the region would provide much
better datafor comparison purposes.

From December 2004 to February 2005, therewere $56.7 millionin commercia building permitsin Bentonville, Fayetteville,
Lowell, Rogers, Siloam Springs, and Springdale. Thisissubstantialy morethantheprior quarter total of $22.2 million, but less
than the June 2004 to August 2004 totd of $60.7 million. Rogersaccounted for dmost half of thetotal vaueof building permits
inthe December to February period, with Fayetteville making up an additional third. Bentonvillehad asubstantial dropinthe
valueof building permitsissued, withthefirst quarter total equaling only about haf of theprior quarter’stotal.

Thetableof announcementsof New Commercia Property isincluded asan indication of thefuturedirection of the Northwest
Arkansascommercial market. Thelistisnot exhaustive, but representsan effort to gather dataat astep beforethe official
permitting process. The managersand ownersof many of these propertieshave provided the CBER with information about
these buildings, but until constructioniscomplete, they do not appear in the aggregated total squarefootage and available
squarefootage caculations. Some of the propertieslisted are actually under construction, while othersare only in the concept
phase.
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December 2004-February 2005

Bentonville Fayetteville Lowell Rogers Siloam Springs  Springdale NW Arkansas
Value $8,753,636 $18,560,094 $390,000 $26,172,000 $254,700 $2,614,524* $56,744,954
Growth Rate -49.23% 574.70% -3.20% 5249.52% 35.48% 122.51% 155.05%
Square Feet 25,866 183,189 - - 7,845 - -
Growth Rate -83.42% 701.60% - - 65.23% - -

September-November 2004

Bentonville Fayetteville Lowell Rogers Siloam Springs NW Arkansas
Value $17,242,269 $2,750,867 $402,891 $489,240 $188,000  $1,174,999 $22,248,266
Growth Rate 4.80% -33.60% -96.00% -97.70% -90.60% -81.60% -63.40%
Square Feet 156,026 22,853 - - 4,748 - -
Growth Rate -26.10% -35.60% - - -81.30% - -

June-August 2004

Bentonville Fayetteville Lowell Rogers Siloam Springs NW Arkansas
Value $16,446,488 $4,145,124 $10,035,248 $21,734,534 $1,993,393  $6,390,478 $60,745,265
Growth Rate 12.3% -47.1% 4,827.0% 146.9% 15.8% 169.4% 70.7%
Square Feet 211,258 35,500 - - 25,446 - -
Growth Rate -4.5% -60.5% - - -69.8% - -

March-May 2004

Bentonville Fayetteville Lowell Rogers Siloam Springs Springdale NW Arkansas
Value $14,640,091 $7,839,529 $203,680 $8,804,700 $1,721,585  $2,371,888 $35,581,473
Square Feet 221,301 89,921 - - 84,124 - -

*Springdale data only include January and February building permits. December was not availalbe at press time.
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Property

Beau Chene Crossing
1301 SE 8th Street
701-711"J" Street

Bentonville
Bentonville
Bentonville

Brightwood Business Park, Phase Il Bentonville

Janus I
Oak Trace, Phase V
Rainbow Curve Office Building

Rainbow Curve Professional Center

Regency Park Business Center
SaraLee Corp.

The Superior Building

608 S.E. 3rd Street

1200 SE 14th

1007 SW "A" Street
Bentonville Butcher & Deli
Colonnade Il

Fountain Plaza

Metro Market

Metro Market

Rainbow Curve Retail Center
The Bentonville Colonnade
2800 SW 14th Street

300 SE F Street

197 E. Main Street

Joyce Medical & Professional Ctr

2538 E. Joyce

Appleby Landing

Joyce Boulevard

E. Joyce

N. College & Spring Street
Southern View, Phase Il

Bentonville
Bentonville
Bentonville
Bentonville
Bentonville
Bentonville
Bentonville
Bentonville
Bentonville
Bentonville
Bentonville
Bentonville
Bentonville
Bentonville
Bentonville
Bentonville
Bentonville
Bentonville
Bentonville
Farmington
Fayetteville
Fayetteville
Fayetteville
Fayetteville
Fayetteville
Fayetteville
Fayetteville

Steele Crossing Professional Center Fayetteville

311 W Dickson Street
Brandon Mall

Shopping Center

The Depot Project

5501 Willow Creek Drive
Tower One

2403 Main

2209 W. Main

Creekside Medical Park
Southern Hills

Southern Hills Business Park
710 W. Roselawn

Pinnacle Suites

The Shoppes at Pinnacle Hills
off Pleasant Grove

Pinnacle Promenade
Pleasant Crossing

The Space Center

Walnut & 37th

1-540 & 48th Street

1695 Electric Avenue Avenue
Electric Avenue

Medical Associates of NWA

Fayetteville
Fayetteville
Fayetteville
Fayetteville
Johnson
Johnson
Johnson
Johnson
Rogers
Rogers
Rogers
Rogers
Rogers
Rogers
Rogers
Rogers
Rogers
Rogers
Rogers
Springdale
Springdale
Springdale
Tontitown

Owner/Developer/
Property Manager

Lindsey - McClard
Keating Enterprises
Keating Enterprises
Charlton Development
Keating Enterprises
Charlton Development
Josh Kyles
Dixie Development
Rose Properties
Sellers Properties
Slone-Hanna Partnership
Lillich & Bossler
Rick Thomas
MIDD Development
Mike Robinson/Dan Dykema
Dixie Development
Lane Real Estate
Lindsey & Associates
Sellers Properties
Dixie Development
Dixie Development
Copper Ridge LLC
Lillich & Bossler
Collier Landholdings Inc
M & S Investments
M & S Development LLC
Dixie Development
Lindsey & Associates
M & S Development LLC
Terminella and Associates
Southern View Phase Il LP
Steele Crossing Prof. Center
Joe Fennel
Gary Brandon
Mathias
Mansfield Property Mgmt
Real Sources, Inc.
Orion Realty
C & K Properties
WWW Johnson South LLC
Colliers Dickson Flake
Dixie Development
Trends LLC
H.B. Rentals
The Pinnacle Group
Pinnacle Group
Centre Pointe LLC
The Pinnacle Group
Charles Reaves, et al
Wi-Shar Moore
Dixie Development
USI-Arkansas Inc.
Latitude Electric Office LLC
Basic Construction
Medical Associates

of Northwest Arkansas
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Medical Office
Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office

Office
Office/Retail
Office/Retail
Office/Retail
Office/Retail
Retail

Retail

Retail

Retail

Retail
Warehouse
Retail
Medical
Medical
Medical Office
Office

Office

Office
Office/Retail
Office/Retail
Office/Retail
Retail

Retail

Retail
Medical
Office/Retail
Office/Retail
Office/Whse
Med. Off/Retail
Office

Office

Office
Office/Retail
Office/Retail
Office/Retall
Retail

Retalil

Retail

Retail

Office
Office/Retail
Retail
Medical

Square
Feet

40,500
50,000
35,400
24,000
20,000
10,360
80,000
37,300
13,500
30,000
396,000
2,400
24,000
14,500
12,184
19,000
50,000
40,000
40,000
38,000
38,000
14,500
19,200
2,700
15,400
2,973

82,420
20,000
20,000
42,000
17,490
13,000
28,000
40,000

40,000
60,000
6,600
85,000
600,000
10,000
12,000
59,000
108,000
105,000
420,000
980,000
1,000,000
30,000
21,350
10,000
16,000
16,000
6,100

Expected

Completion Date

Spring 2006
Spring 2005
Fall 2005

Fall 2005
Spring 2005
Fall 2005
Spring 2005
Spring 2005
Spring 2005
November 2005
Fall. 2005
Spring 2005
Spring 2006
Spring 2005
May 2005
2006

Summer 2005
Spring 2005
April 2005
Summer 2005
February 2005
Fall 2005
Spring 2005
Spring 2005
Fall 2005
Summer 2005
2006

Summer 2006
Fall 2005
October 2005
Fall 2005

Fall 2005
Summer 2005
Fall 2005
2006

2006

Early 2006
November 2005
May 2005
Summer 2005
Fall 2006
August 2005
Spring 2005
Summer 2005
Octoberr 2005
Mid 2005
2006

Mid 2006
December 2005
Fall 2005
Summer 2005
January 2005
Spring 2006
Summer 2005
Summer 2005
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Q22004
Q32004
Q42004
Q12005

Bella Vista

33.7%
19.6%
50.0%
17.2%

Bella Vista

Bentonville

39.3%
38.1%
31.0%
24.5%

Bentonville

Office

19.6%
22.8%
16.5%
17.8%

Siloam Springs

100.0%
100.0%
48.4%
4.8%

Siloam Springs

Springdale

21.4%
26.5%
7.8%
8.4%

Springdale

NW Arkansas

31.7%
28.4%
24.5%
21.6%

NW Arkansas

Q22004
Q32004
Q42004
Q12005

4.5%
3.1%
8.3%
9.5%

36.7%
34.5%
29.1%
28.3%

100.0%
17.3%
17.3%

8.1%

40.6%
17.9%
15.3%
13.0%

26.5%
19.7%
16.8%
13.9%

NW Arkansas

Q22004
Q32004
Q4 2004
Q12005

Bella Vista

Bentonville

100.0%
84.8%
100.0%
41.9%

Rogers

100.0%
100.0%
0.0%
8.5%

Siloam Springs

36.3%
70.8%
70.8%

Springdale

34.0%
100.0%
50.0%
60.8%

55.5%
94.8%
27.4%
46.0%

Q22004
Q32004
Q4 2004
Q12005

Bentonville

69.7%
38.7%
30.4%
19.8%

Bentonville

19.5%
23.8%
21.9%
16.3%

Rogers

Siloam Springs

36.3%

100.0%
0.4%

Siloam Springs

Springdale

9.5%
12.0%
8.5%
11.9%

Springdale

NW Arkansas

15.4%
12.0%
11.8%
10.5%

NW Arkansas

Q32004
Q42004
Q12005

Bentonville

100.0%
100.0%
100.0%

Rogers

100.0%

Siloam Springs

10.5%
21.0%
22.1%

Springdale

21.8%
31.8%
29.4%

NW Arkansas

Q22004
Q32004
Q4 2004
Q12005

100.0%
80.3%
56.3%
64.8%

Fayetteville  Lowell
28.8% 100.0%
25.6% 11.7%
26.4% 3.6%
26.9% 3.7%

Office/Retail

Fayetteville Lowell

8.8% 8.8%
9.1% 8.8%
10.9% 16.7%
9.3% -
Office/Warehouse
Fayetteville  Lowell
0.0% -
0.0% -
91.3% -
Retail
Fayetteville  Lowell
8.3% -
6.4% 0.0%
7.2% 0.0%
7.6% 5.8%
Retail/Warehouse

Fayetteville  Lowell
66.3% -
66.3% -
66.3% -

Warehouse
Fayetteville  Lowell
6.7% -
8.4% 100.0%
4.8% 47.4%
6.6% 47.4%

Center for Business and Economic Research

21.0%
62.8%
53.5%
48.3%

43.1%
0.0%
0.0%
0.0%

77.3%
55.3%
74.8%
35.2%

24.7%
52.1%
33.5%
30.5%
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Office

Bella Vista Bentonville Fayetteville Lowell Siloam Springs  Springdale NW Arkansas
Q32004 -2,250 -17,740 22,299 0 -8,112 0 -21,571 -27,374
Q42004 0 1,530 -4,280 9,591 2,439 0 21,902 31,182
Q12005 0 -78,893 13,598 -200 11,512 0 -1,737 -55,720

Office/Retail

Bentonville Fayetteville Lowell Rogers Springdale NW Arkansas
Q32004 0 5,000 1,000 0 0 -- -7,500 -1,500
Q42004 -5,643 5,544 -11,815 -3,200 4,380 - 3,611 -7,123
Q12005 -889 -2,350 -8,774 - -4,380 0 6,369 -10,024

Office/Warehouse

Bentonville Fayetteville Lowell Rogers Springdale NW Arkansas
Q32004 - 0 0 0 - -7,800 -7,800
Q42004 - 0 0 21,000 -38,000 -31,000 -48,000
Q12005 - 0 0 -21,000 0 -13,444 -34,444

Retail

Bella Vista Bentonville Fayetteville Lowell Rogers Springdale NW Arkansas
Q32004 4,900 -10,208 10,666 0 0 - 67,964 73,322
Q42004 0 1,527 -33,598 0 -11,505 -39,240 26,992 -55,824
Q12005 2,400 -18,030 12,694 0 8,309 0 -5,550 -177

Retail/Warehouse

Bella Vista Bentonville Fayetteville Lowell Rogers Springdale NW Arkansas
Q32004 - 0 0 0 - 5,000 5,000
Q42004 - - 0 0 - -11,000 -11,000
Q12005 - - 0 0 -23,680 -1,560 -25,240

Warehouse
Fayetteville Lowell Springdale

Q32004 - 0 0 0 0 0 0
Q42004 - 34,643 0 400 43,000 0 2,575 80,618
Q12005 - -43,750 0 0 5,000 0 5,690 -33,060
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Class A Office
Average Lease Rates by City
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$10

Q2 2004 Q3 2004 Q4 2004 Q1 2005
=4=Bentonville smeFayetteville =h=Rogers ¥eSpringdale

Class B Office
Average Lease Rates by City

\/L\O
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Q2 2004 Q3 2004 Q4 2004 Q1 2005
=9=Bentonville sm=Fayetteville =h=Rogers ¥ Springdale

Class C Office
Average Lease Rates by City

A

Q2 2004 Q32004 Q4 2004
==Bentonville sm=Fayetteville =k=Rogers ¥ Springdale

Q1 2005

Medical Office
Average Lease Rates by City

Q2 2004 Q32004 Q4 2004 Q1 2005
=#=Bentonville smsFayetteville =h=Rogers ¥eSpringdale

Average Range by City

Class A Class B Class C Medical

Bentonville $18.11 - $18.11 $14.29 - $14.85 - $12.85-$15.35
Fayetteville $17.69 - $19.20 $12.80 - $13.98 $9.02 - $9.40 $13.00 - $13.00
Rogers $19.19 - $20.19 $12.09 - $12.67 $10.05 - $10.25 $13.00 - $13.00
Springdale $10.40 - $14.68 $12.25-$12.55 $6.42 - $6.42 $11.25 - $11.25

Office

Inthefirst quarter of 2005, the office propertiesincluded in the CBER panél
had avacancy rate of 21.6 percent, down from 23.3 percent in the fourth
quarter. Of the4.5million squarefeet of Northwest Arkansaspropertiesex-
amined, 967,756 squarefeet arecurrently available. Fromthefourth quarter
of 2004 tothefirst quarter of 2005, 28,410 squarefeet of office spacewere
absorbed, whilean additional 84,130 squarefeet cameonlineinthemarket.

Of the 967,756 squarefeet of available office spacein Northwest Arkan-
sas, morethan half islocated in Bentonville and comprises ClassA and
ClassB space. Bentonville Plazaaccountsfor about 45.4 percent of the
unoccupied office spacein Bentonville. However, new squarefeet are
becoming availablemuch faster than they arebeing occupiedin Bentonville.
Inthefirst quarter, therewere 5,237 square feet absorbed in the market,
but 84,130 squarefeet becameavailable. While Bentonville Plazacontin-
uesto play aroleintheoversupply inthe Bentonvillemarket, now thereis
substantial squarefootage sitting vacant in the Class B market aswell.

Inthe officemarket in Rogers, therewas positive net absorption of 11,512
squarefeet inthefirst quarter of 2005. The ClassA market had positive
absorption of 11,713 squarefeet, whileabsorptionin ClassB and Class
C office space nearly offset each other with negative absorption of 4,500
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squarefeet and positive absorption of 4,299 square feet, respectively. No absorption was reported in the medical office
submarket. At thefirst quarter rate of absorption, Rogershas5.1 monthsof inventory inthe office market.

Fayettevillehad 239,026 squarefeet of avail able office spaceinthefirst quarter of 2005. About 5 percent of thespaceisClassC,
withtheremainder fairly evenly split between ClassA and ClassB space. Fromthefourthtothefirst quarter, therewasnegative
absorption of 15,821 squarefeet inthe ClassA market, positive absorption of 27,969 squarefeet inthe ClassB market, and positive
absorption of 1,450 squarefeet inthe ClassC market. No absorption wasreported inthemedica office submarket.

Springdaeexperienced very littleactivity inthefirst quarter. Atota 1,737 squarefeet Class B spacereentered themarket from
December through February. Therewereonly 26,538 squarefeet of available office spacein thefirst quarter of 2005in
Springdale, implying an 8.4 percent vacancy rate.

Officeleaserates continueto be highest, on average, for ClassA office spacein Rogers, averaging from $19.19 to $20.19 per
sguarefoot. ClassA spacein both Bentonville and Fayetteville can approach thelower end of thisrange, but ClassA spacein
Springdal e continuesto besignificantly lessexpensive per squarefoot. ClassB office spaceismost expensivein Bentonville
and least expensiveon averagein Rogers. Inthefirst quarter, Rogershad the most expensive Class C office space. Medical
office spaceischegpestin Springda e, with Bentonville, Fayettevilleand Rogersall having comparable pricesin thissubmarket.

Class A Office
Total Available Percent  Absorption from NewAvailable Net Months of
Square Feet! Square Feet! Available! Q4 to Q12 Square Feet!  Absorptiont2 Inventory*2

Bentonville 315,615 239,371 75.8% -1,843 -1,843
Fayetteville 149,654 128,654 86.0% -15,821 0 -15,821 -
Rogers 791,840 95,820 12.1% 11,713 0 11,713 2.7
Springdale - - - - - - -
Class B Office
Total Available Percent Absorption from New Available Net Months of
Square Feet! Square Feet' Available! Q4 to Q1?2 Square Feet!  Absorption'? Inventory*?
Bentonville 1,794,343 277,981 15.5% 8,380 84,130 -75,750 -
Fayetteville 619,785 97,527 15.7% 27,969 0 27,969 -
Rogers 103,016 36,377 35.3% -4,500 0 -4,500 -
Springdale 133,122 26,633 20.0% 6,000 0 6,000 15
Class C Office
Total Available Percent Absorption from  New Available Net Months of
Square Feet! Square Feet' Available! Q4 to Q1?2 Square Feet!  Absorption'? Inventory*?
Bentonville 14,075 0 0.0% 0 0 0 -
Fayetteville 41,538 12,580 30.3% 1,450 0 1,450 29
Rogers 77,467 40,716 52.6% 4,299 0 4,299 812
Springdale 113,538 5,400 4.8% 369 0 369 4.9
Medical Office
Total Available Percent Absorption from  New Available Net Months of
Square Feet! Square Feet' Available! Q4 to Q12 Square Feet!  Absorption*2 Inventory*?2
Bentonville 3,021 3,021 100.0% -1,300 0 -1,300 -
Fayetteville 77,683 265 0.3% 0 0 0 -
Rogers 13,588 2,150 15.8% 0 0 0 -
Springdale 360,374 219,044 60.8% -13,444 0 -13,444 -

From all Q1 2005 respondents
2From Q1 2005 respondents who were also Q4 2004 respondents
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Class A Office/Retail
Average Lease Rates by City

g Y
$18
/

$19

Q2 2004 Q3 2004 Q4 2004 Q1 2005
==Bentonvillesm=Fayetteville =h=Rogers #Springdale

Average Range by City

Class B Office/Retail Class A Class B ClassC
Average Lease Rates by City

$17

Bentonville - $10.31-$12.35 $6.54 - $7.92
Fayetteville - $13.50 - $14.75 $9.36 - $12.40
Rogers - $13.15-$13.15 $8.00 - $13.25
Springdale $10.89 - $15.95 $7.25- $11.25

Office/Retall

Inthefirst quarter of 2005, the office/retall propertiesincluded inthe CBER
samplehad avacancy rate of 13.9 percent, down from 16.8 percent inthe
fourth quarter. Of the 1.2 million squarefeet of Northwest Arkansas prop-
erties examined, 164,582 squarefeet were available. From thefourth
quarter of 2004 to thefirst quarter of 2005, 10,393 squarefeet of office/
retail space becameavailable, while no new squarefootage wasadded to
the submarket.

Q22004 Q32004 Q4 2004 Q1 2005
==Bentonville sm=Fayetteville =h=Rogers ¥eSpringdale

Class C Office/Retalil
Average Lease Rates by City

$13

Springda e had theonly positive absorption of office/retail paceinthefirst
quarter at 6,369 squarefeet. Of thistotal, 6,000 squarefeet wereinthe
Class B submarket, while 369 squarefeet werein the Class C submarket.
TheRogerssubmarket gave back itsgainsfromthe previousquarter, while
the Fayetteville market experienced negative net absorption of 8,774 square
feet. Bentonvillea so experienced negative absorption in the office/retail
submarket inthefirst quarter.

Q2 2004 Q32004 Q4 2004 Q1 2005
==Bentonville smsFayetteville ==Rogers ¥ Springdale

Bentonville continuesto havethelargest amount of availablesquarefeetin
the ClassB office/retail submarket with 70,948 squarefeet available. This
trandatesto avacancy rate of 36.3 percent. Fayettevilleand Rogers, on
the other hand, havevery little Class B office/retail spaceavailablewith
only 16,374 and 14,400 square feet respectively.

Officelretail spaceleaserate changesweremixedinthefirst quarter. Aver-
ageleaseraesdeclinedin Springdde, but had small increasesin Fayetteville
and Bentonville. Averageleaseratesexperienced no real changesinthe
Rogersoffice/retail submarket during thefirst quarter.
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Class B Office/Retail

Total Available Percent Absorption from  New Available Net Months of

Square Feet! Square Feet! Available! Q4 to Q12 Square Feet!  Absorption!2 Inventory*2
Bentonville 195,281 70,948 36.3% -2,350 0 -2,350 -
Fayetteville 271,902 16,374 6.0% -8,774 0 -8,774 -
Rogers 58,000 14,400 24.8% 0 0 0 -
Springdale 133,122 26,633 20.0% 6,000 0 6,000 15

Class C Office/Retail

Total Available Percent Absorption from New Available Net Months of

Square Feet! Square Feet' Available! Q4 to Q1?2 Square Feet!  Absorption'? Inventory*?
Bentonville 45,084 0 0.0% 0 0 0 -
Fayetteville 51,000 13,815 27.1% 0 0 0 -
Rogers 175,270 4,380 2.5% -4,380 0 -4,380 -
Springdale 113,538 5,400 4.8% 369 0 369 4.9

From all Q1 2005 respondents
2From Q1 2005 respondents who were also Q4 2004 respondents
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Class A Retail
Average Lease Rates by City
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Average Range by City
Class A Class B ClassC

A

Class B Retail . Bentonville $16.00 - $16.50 $14.97-$15.41  $12.47-$12.72
Average Lease Rates by City Fayetteville = $10.31-$12.11 $9.33-$10.38
Rogers $18.63-$18.98 $12.61-$14.75 $6.19 - $6.19

Springdale $10.67 - $12.67 $8.05 - $9.30

Retail

Inthefirst quarter of 2005, theretail propertiesincluded inthe CBER
panel had avacancy rate of 10.5 percent, which wasadecline of more
than a percentage point from the fourth quarter. Of the 3.9 million
squarefeet of Northwest Arkansasretail propertiesexamined, 412,799
squarefeet are currently available. From thefourth quarter of 2004 to
thefirst quarter of 2005, there was apositive absorption of 18,523
squarefeet of retail space, whilean additional 18,700 squarefeet of
retail space(all inBentonville) cameonlineinthemarket. Thisyielded
anegative net absorption of 177 squarefeet inthefirst quarter inthe
retail submarket of Northwest Arkansas.

7z =

Q2 2004 Q3 2004 Q4 2004 Q1 2005
=¢=BentonvillesmsFayetteville =h=Rogers ¥ Springdale

Class C Retail
Average Lease Rates by City

\
Bentonvillehad 69,753 squarefeet of total retail spaceavailableinthe

first quarter, resulting in avacancy rate of 19.8 percent. Thisrepre-
sented adeclinefrom therate of 30.4 percent in thefourth quarter of
2004. Thedeclinein observed vacancy ratesisdueto the fact that
many propertieswith very low vacancy rateswere added to the Sky-
line Report sampleinthefirst quarter. Infact, Bentonvillehad negeative
net absorption of just over 18,000 squarefeet of retail space, dueto
theaddition of 18,700 squarefeet totheretail submarket. Thepositive
absorption that took placein the ClassA retail propertiesin Bentonville
just offset the negative absorption that occurred in the Class B retail
properties, while Class Cretail properties had no absorption during the
first quarter.

Q2 2004 Q32004 Q4 2004 Q1 2005
=9=Bentonville sm=Fayetteville =h=Rogers ¥ Springdale
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Inthefirst quarter of 2005, Fayetteville had avacancy rate of 7.6 percent, up from 7.2 percent in the fourth quarter, with
130,021 available squarefeet. Therewasreported positive absorption of 1,546 squarefeet inthe ClassA retail submarket
and reported positive absorption of 11,148 squarefeet inthe ClassB retail submarket. Therewas zero absorptioninthe Class
Cretail submarket in Fayetteville. No new available squarefeet werereported during thefirst quarter in Fayetteville.

The Rogers market had 122,028 square feet of total retail space availablein thefirst quarter with avacancy rate of 16.3
percent. Thisratewasadeclinefrom 21.9 percent inthefourth quarter. A total of 7,309 squarefeet wasabsorbed inthe Class
A submarket and atotal of 1,000 was absorbed in the Class C submarket. No activity wasreported inthe ClassB retall
submarket in Rogersinthefirst quarter of 2005.

Theretail submarket in Springdal e experienced negative net absorption of spacein thefirst quarter of 2005. A total of 6,300
squarefeet becameavailablein the Class B submarket, whilethe Class C submarket had asmall positive net absorption of 750
squarefeet. Springdale had only 86,897 avail able squarefeet with avacancy rate of 11.9 percent in thefirst quarter of 2005.

Sometrendsemerged from theleaserate datafor thefirst quarter in Northwest Arkansas. In Bentonville, therewasadecline
inleaseratesfor al classesof space, whilein Rogers, therewere declinesfor ClassB and ClassC.  Springdale had mixed
resultswithasmall increasein average Class B pricesand adeclinein average Class C prices. Fayettevilleaverage ClassB
and Class C priceswerebasi cally unchanged in thefirst quarter.

Class A Retail
Total Available Percent  Absorption from NewAvailable Net Months of
Square Feet! Square Feet'! Available! Q4 to Q12 Square Feet!  Absorption®2 Inventory*2
Bentonville 58,168 8,700 15.0% 5,200 8,700 -3,500 -
Fayetteville 822,703 15,475 1.9% 1,546 0 1,546 33
Rogers 113,582 2,174 1.9% 7,309 0 7,309 0.1
Springdale - - - - - - -
Class B Retail
Total Available Percent Absorption from New Available Net Months of
Square Feet! Square Feet' Available! Q4 to Q1?2 Square Feet!  Absorption'? Inventory*?
Bentonville 238,332 48,753 20.5% -4,530 10,000 -14,530 -
Fayetteville 781,215 84,611 10.8% 11,148 0 11,148 25
Rogers 451,304 112,770 25.0% 0 0 0 -
Springdale 623,411 35,447 5.7% -6,300 0 -6,300 -
Class C Retail
Total Available Percent Absorption from New Available Net Months of
Square Feet! Square Feet' Available! Q4 to Q1?2 Square Feet!  Absorption'? Inventory*?
Bentonville 56,650 12,300 21.7% 0 0 0 -
Fayetteville 110,514 29,935 27.1% 0 0 0 -
Rogers 185,773 7,084 3.8% 1,000 0 1,000 24
Springdale 109,713 51,450 46.9% 750 0 750 22.9

From all Q1 2005 respondents
2From Q1 2005 respondents who were also Q4 2004 respondents
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Warehouse
Average Lease Rates by City

Q2 2004 Q3 2004 Q4 2004 Q1 2005
=#=BentonvillesmeFayetteville =h=Rogers ¥ Springdale

Average Range by City

Office/ &

Office/Warehouse Warehouse Warehouse Warehouse
Average Lease Rates by City

Bentonville $5.65 - $8.31 $9.51 - $11.48 -
Fayetteville $3.31-$3.31 $2.86 - $8.36 $5.08 - $5.08
Rogers $3.77 - $3.77 $3.38-$10.50 $4.80 - $4.80
Springdale $4.25 - $5.04 $6.31 - $6.31 $4.00 - $10.67

Warehouse

Inthefirst quarter of 2005, thewarehouse propertiesincludedinthe CBER
panel had avacancy rateof 30.5 percent. Thiswasadedinefromthefourth
quarter vacancy rate of 33.5 percent. Of the 1.8 million square feet of
warehousegpaceexamined, 563,101 squarefeet wereavailableinthefirst
quarter. Therewasnegativenet absorption of 33,060 squarefeet of ware-
house spaceinthefirst quarter and no additiona squarefeet of spacecame
onlineinthemarket. Thedeclineinvacancy rateswassoldly duetothe
addition of somecompletdly full propertiestothe Skyline Report sample.

Q2 2004 Q32004 Q4 2004 Q1 2005
=¢=Bentonville smeFayetteville =h=Rogers ¥ Springdale

Retail/Warehouse
Average Lease Rates by City

Thebulk of availablewarehouse spaceisin Bentonvilleand Rogers,
while Fayettevilleand Springdal e have significantly lessavailableware-
house space. Positive absorptionin Rogersand Springdal e caused va
cancy ratesto declinefrom thefourth quarter tothefirst quarter inthose
submarkets. No activity wasreported in Fayetteville.

Bentonville continued to have the most expensive average warehouse
lease rates. On average, lease rates ticked up in Fayetteville and
Springdale, whilethey declined dightly in Rogers.

Q2 2004 Q32004 Q4 2004 Q1 2005
==Bentonville=sm=Fayetteville ==Rogers ¥ Springdale

Office/Warehouse

The CBER panelistsreported on 839,652 square feet of office/ware-
house spaceinthefirst quarter. Thisrepresentsa72.1 percent increase
intheresponseratefor this category of spaceover thefourth quarter
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Warehouse

Total Available Percent Absorptionfrom New Available Net Months of

Square Feet! Square Feet' Available! Q4 to Q1?2 Square Feet!  Absorption'2? Inventory*?2
Bentonville 414,875 268,750 64.8% -43,750 0 -43,750 -
Fayetteville 863,941 57,200 6.6% 0 0 0 -
Rogers 337,869 163,326 48.3% 5,000 0 5,000 10.9
Springdale 158,369 55,825 35.2% 5,690 0 5,690 33

Office/Warehouse

Total Available Percent Absorption from New Available Net Months of

Square Feet! Square Feet®! Available! Q4 to Q12 Square Feet!  Absorption!2 Inventory*2
Bentonville 108,880 45,600 41.9% 0 0 0 -
Fayetteville 68,696 62,696 91.3% 0 0 0 -
Rogers 248,000 21,000 8.5% -21,000 0 -21,000 -
Springdale 360,374 219,044 60.8% -13,444 0 -13,444 -

Retail/Warehouse
Total Available Percent Absorption from New Available Months of

Square Feet! Square Feet! Available! Q4 to Q12 Square Feet? Inventory?2
Bentonville - - - - - - -
Fayetteville 8,900 5,900 66.3% 0 0 0 -
Rogers 12,000 12,000 100.0% - - - -
Springdale 121,004 26,756 22.1% -1,560 0 -1,560 -

From all Q1 2005 respondents
2From Q1 2005 respondents who were also Q4 2004 respondents

total. Thevacancy ratein the office/warehouse submarket increased to 46.0 percent in Northwest Arkansas, with 386,340
total squarefeet availableinthefirst quarter. Fromthefourth quarter of 2004 to thefirst quarter of 2005, therewastotal
negative absorption of 34,444 squarefeet of office/warehouse space while no new space cameonline.

Theactivity inthe office/lwarehouse submarket in thefirst quarter was confined to Rogersand Springdale. The negative
absorptionin Rogersinthefirst quarter just offset the positive absorption in thefourth quarter, whilethe Springdale market
continued to show negative absorption. Thebulk of office/warehouse spacewas availablein Springdalein thefirst quarter.

Inthefirst quarter, the office/warehouseleaseratesin Bentonvillewere significantly higher than thosein any other city, and
theaverageleaserateincreased from thefourth quarter of 2004.

Retail/Warehouse

Inthefirst quarter of 2005, theretail/warehouse propertiesincluded in the CBER panel had avacancy rate of 29.4 percent.
Thiswasadeclinefrom thefourth quarter retail/warehouse vacancy rate of 31.88 percent. Of thereported 165,584
squarefeet, 69,336 wereavailableinthefirst quarter. Whileno additiond retail/warehouse squarefootage cameonlinein
thefirst quarter, there was negative absorption of 25,240 squarefeet inthe Northwest Arkansas market.

Thebulk of the negative absorption occurred in Siloam Springs, with therest in Springdale. No absorption wasreported
in Fayettevilleor Rogersinthefirst quarter. InBentonville, therewasno reported retail /warehouse space. Average lease
ratesfor retail /warehouse space remained constant in Fayetteville and Rogers and declined in the Springdal e submarket in
thefirst quarter.
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Bella Vista

e BdlaVistahad 182,534 squarefeet of competitive commercia spaceinthefirst quarter of 2005.

e CBER pandlistsreported vacancy statistics, leaserate ranges, and other characteristicsfor 157,902 squarefeet of
commercial spaceinthefirst quarter of 2005. Thisrepresents 86.5 percent of thetotal competitivecommercia
spacein BellaVistaandisanincrease of 1.3 percent inthereporting rate from thefourth quarter of 2004.

e Inthefirst quarter of 2005, BellaVistaexperienced negative net absorption in the office/retail submarket, no activity
intheoffice market and positive absorption intheretail market.

e Vacancy ratesdeclinedintheofficeand retail submarketsin BellaVistafrom thefourth quarter tothefirst quarter of
2005 and increased in the office/retail submarket.

e Averageofficeleaserateswere unchanged for officeand officefretail spacein BellaVistainthefirst quarter.
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Absorption New
Average Lease Total Available Percent from Available Net Months of
Rate Range Square Feet! Square Feet' Available! Q4to Q1? Square Feet! Absorption' ? Inventory*?

Industrial - - - - -
Office $9.28 3,199 550 17.19% 0 0 0
Class A - - - - - - -
Class B - - - - - - -
Class C - - - - - - -
Medical - - - - - - -
Office/Retalil $9.34 76,171 7,232 9.49% -889 0 -889
Class A - - - - - - -
Class B - - - - - - -
Class C - - - - - - -
Office/Warehouse - - - - -
Retail - 78,532 0 0.00% 2,400 0 2,400
Class A - - - - - - -
Class B - - - - - - -
Class C - - - - - - -
Retail/WWarehouse - - - - - - -
Warehouse - - - - - - -

From all Q1 2005 respondents
2From Q1 2005 respondents who were also Q4 2004 respondents
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Bentonville

e Bentonvillehad 3,690,776 squarefeet of competitivecommercial spaceinthefirst quarter of 2005.

e From December 2004 to February 2005, Bentonvilleissued building permitsfor 25,866 squarefeet of new commercia
space, valued at atotal of $8,1753,636. Thisrepresentsasubstantial decreasein both squarefootage and value
fromthefourth quarter of 2004.

e CBER pandlistsreported vacancy statistics, leaserate ranges, and other characteristicsfor 3,272,123 squarefeet
of commercia spaceinthefirst quarter of 2005. Thisrepresents88.7 percent of thetotal competitivecommercia
gpacein Bentonvilleandisanincrease of 62.8 percent inthereporting rate from the fourth quarter of 2004. The
majority of theadditional propertiesincluded inthefirst quarter samplewere completely occupied, meaning that
vacancy rateswill appear lower thanin previous quartersdueto sampledifferences, rather than reflecting absorption
inthemarket.

¢ Inthefirst quarter of 2005, Bentonville experienced negative net absorptioninal commercid red estate submarkets.
These numbersaccount for the addition of 84,130 squarefeet of office spaceand 18,700 squarefeet of retail space
during thefirst quarter.

e Vacancy ratesappeared to declineintheoffice, office/retall, retail, and warehouse submarketsin Bentonvillefrom
the fourth quarter of 2004 to thefirst quarter of 2005, duein large part to asubstantial amount of completely
occupied space being added to the sample.

e Averageleaseratesdeclinedfor office, office/retail, and retail space, while warehouse and retail/warehouselease
ratesincreased dightly inthefirst quarter.

Absorption New
Average Lease Total Available Percent from Available Net Months of
Rate Range Square Feet! Square Feet' Available! Q4to Q1? Square Feet! Absorption' ? Inventory*?

Industrial - 17,359 0 0.00% 0 0 0 -
Office $14.53-%$15.12 2,127,054 520,373  24.46% 5,237 84,130 -78,893 -
Class A $18.11-$18.11 315,615 239,371  75.84% -1,843 0 -1,843 -
Class B $14.29-%$14.85 1,794,343 277,981  15.49% 8,380 84,130 -75,750 -
ClassC - 14,075 0 0.00% 0 0 0 -
Medical $12.85-$15.35 3,021 3,021 100.00% -1,300 0 -1,300 -
Office/Retall $9.97 - $11.95 250,805 70,948  28.29% -2,350 0 -2,350 -
Class A - 10,440 0 0.00% 0 0 0 -
Class B $10.31-%$12.35 195,281 70,948  36.33% -2,350 0 -2,350 -
ClassC $6.54 - $7.92 45,084 0 0.00% 0 0 0 -
Office/Warehouse  $9.51-$11.48 108,880 45600 41.88% 0 0 0 -
Retail $14.47-%$14.87 353,150 69,753  19.75% 670 18,700 -18,030 -
Class A $16.00- $16.50 58,168 8,700 14.96% 5,200 8,700 -3,500 -
Class B $14.97 - $15.41 238,332 48,753  20.46% -4,530 10,000 -14,530 -
Class C $12.47-3$12.72 56,650 12,300 21.71% 0 0 0 -
Retail/Warehouse - - - - - - - -
Warehouse $5.65-$8.31 414,875 268,750 64.78% -43,750 0 -43,750 -

From all Q1 2005 respondents
2From Q1 2005 respondents who were also Q4 2004 respondents
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Fayetteville

Fayettevillehad 6,350,712 squarefeet of competitive commercia spaceinthefirst quarter of 2005.

From December 2004 to February 2005, Fayettevilleissued building permitsfor 183,189 square feet of new
commercial space, valued at atotal of $18,560,094. Thisrepresentsasignificant increasein value and square
footage from the building permitsissued from September to November 2004.

o CBER pandistsreported vacancy statistics, |easerateranges, and other characteristicsfor 3,971,781 squarefeet
of commercia spaceinthefirst quarter of 2005. Thisrepresents62.5 percent of thetotal competitivecommercia
spacein Fayettevilleand isanincrease of 9.2 percent in thereporting rate from the fourth quarter of 2004.

o Inthefirst quarter of 2005, Fayettevilleexperienced overal positive net dbsorptionintheofficeand retail submarkets.
ClassB officeand retail spacewerethe submarketswherethe bulk of the positive absorptionwasfound. There
was no net absorption in the office/warehouse, retail/warehouse, or warehouse submarkets. No brand new
commercial spacewasreported ascoming onlinein thefirst quarter.

o Observed vacancy rateswere basicaly flat in the office and retail markets, with changesresulting from sample
differences, rather than absorption.

e Average |leaserate changes were mixed within submarkets, without substantial movement either upward or
downward.

Absorption New
Average Lease Total Available Percent from Available Net Months of
Rate Range Square Feet' Square Feet! Available! Q4to Q1? Square Feet! Absorption® 2 Inventory:?

Industrial - 215,360 0 0.00% 0 0 0 -
Office $12.52-$13.54 888,660 239,026  26.90% 13,598 0 13,598 5.9
Class A $17.69-$19.20 149,654 128,654  85.97% -15,821 0 -15,821 -
Class B $12.80-$13.98 619,785 97,527  15.74% 27,969 0 27,969 -
Class C $9.02 - $9.40 41,538 12,580  30.29% 1,450 0 1,450 2.9
Medical $13.00 - $13.00 77,683 265 0.34% 0 0 0 -
Office/Retall $11.72-$13.74 322,902 30,189 9.35% -8,774 0 -8,774 -
Class A - - - - - - - -
Class B $13.50-$14.75 271,902 16,374 6.02% -8,774 0 -8,774 -
ClassC $9.36 - $12.40 51,000 13,815  27.09% 0 0 0 -
Office/Warehouse $2.86 - $8.36 68,696 62,696 91.27% 0 0 0 -
Retail $9.91-$11.40 1,714,432 130,021 7.58% 12,694 0 12,694 3.4
Class A - 822,703 15,475 1.88% 1,546 0 1,546 3.3
Class B $10.31-%12.11 781,215 84,611 10.83% 11,148 0 11,148 25
ClassC $9.33-$10.38 110,514 29,935  27.09% 0 0 0 -
Retail/Warehouse $5.08 - $5.08 8,900 5900 66.29% 0 0 0 -
Warehouse $3.31-$3.31 863,941 57,200 6.62% 0 0 0 -

From all Q1 2005 respondents
2From Q1 2005 respondents who were also Q4 2004 respondents
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Lowell

e Lowdl had 520,366 squarefeet of competitive commercial spaceinthefirst quarter of 2005.

e From December 2004 to February 2005, Lowell issued building permitsfor new commercial space, valued at a
total of $390,000. Thisrepresentsasmall declineinvaluefrom the building permitsissued from September to
November 2004.

e CBER pandistsreported vacancy statistics, leaserateranges, and other characteristicsfor 211,294 squarefeet of
commercia spaceinthefirst quarter of 2005. Thisrepresents40.6 percent of thetotal competitive commercial
spacein Lowell and isunchanged from thereporting ratein thefourth quarter of 2004.

e Inthefirst quarter of 2005, Lowell experienced asmall negative net absorption in the office submarket and no
activity in other submarkets. Therewasno reported new commercia spaceinthefirst quarter of 2005in Lowell.

e Vacancy ratesremained unchangedinthe L owell submarkets.

e Averageleaserateswereunchangedin Lowell fromthefourth quarter of 2004 to thefirst quarter of 2005.

Absorption New
Average Lease Total Available Percent from Available Net Months of
Rate Range Square Feet' Square Feet! Available! Q4to Q1?2 Square Feet! Absorption® 2 Inventory®:2

Industrial - - - - _ -
Office $17.68-$17.68 118,079 4,406 3.73% (200) 0 (200) -
Class A - - - - _ _
Class B - - - - - - - -
Class C - - - - - - - -
Medical - - - - - - - -
Office/Retall - - - - - - - ~
Class A - - - - - - - -
Class B - - - - - - - -
Class C - - - - - - - -
Office/Warehouse -
Retail $8.00-$12.00 55,215 3,200 5.80% 0 0 0 -
Class A - - - - - - - -
Class B - - - - - - - -
Class C - - - - - - - -
Retail/Warehouse - - - -
Warehouse $3.75-3$3.75 38,000 18,000 47.37% 0 0 0 -

From all Q1 2005 respondents
2From Q1 2005 respondents who were also Q4 2004 respondents
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Rogers

Rogershad 4,112,541 squarefeet of competitive commercia spaceinthefirst quarter of 2005.

From December 2004 to February 2005, Rogersissued building permitsfor new commercia spacevalued at atotal
of $26,172,000. Thisrepresentsasubstantial increasefrom the previousquarter andison par with the Junethrough
August 2004 period.

CBER panéelistsreported vacancy statistics, lease rate ranges, and other characteristicsfor 2,757,752 squarefeet of
commercia spaceinthefirgt quarter of 2005. Thisrepresents67.1 percent of thetotal competitive commercia space
inRogersand isanincrease of 20.3 percent in the reporting rate from thefourth quarter of 2004.

Inthefirst quarter of 2005, Rogersexperienced positive net absorptionintheoffice, retail, and warehouse submarkets,
no net absorptionintheretail warehouse submarket, and negative net absorptioninthe office/retail and office/warehouse
submarkets. No new squarefootage cameonlinein Rogersin thefirst quarter of 2005.

Vacancy ratesdeclined or remained constant in al submarketsin Rogersfrom thefourth quarter to thefirst quarter of
2005. Thechangesinvacancy ratesreflect compositiona differencesin the samplein addition to positive absorption.
Averageleaseratesincreased for ClassA retail spaceand declined for ClassB and Cretail space. Office spacerates
wereflat or declinedinall submarketsin Rogers.

Absorption New
Average Lease Total Available Percent from Available Net Months of
Rate Range Square Feet! Square Feet' Available! Q4to Q1% Square Feet! Absorption® 2 Inventory:2

Industrial - 190,043 0 0.00% 0 0 0 -
Office $15.93-$16.67 985,911 175,063 17.76% 11,512 0 11,512 5.1
Class A $19.19-$20.19 791,840 95,820 12.10% 11,713 0 11,713 2.7
Class B $12.09-$12.67 103,016 36,377 35.31% -4,500 0 -4,500 -
ClassC $10.05-$10.25 77,467 40,716  52.56% 4,299 0 4,299 3.2
Medical $13.00-$13.00 13,588 2,150 15.82% 0 0 0 -
Office/Retall $9.72-%$13.22 233,270 18,780 8.05% -4,380 0 -4,380 -
Class A - - - - - - - -
Class B $13.15-%$13.15 58,000 14,400 24.83% 0 0 0 -
Class C $8.00-$13.25 175,270 4,380 2.50% -4,380 0 -4,380 -
Office/Warehouse  $3.38-$10.50 248,000 21,000 8.47% -21,000 0 -21,000 -
Retall $12.51-%$13.68 750,659 122,028  16.26% 8,309 0 8,309 49
Class A $18.63-$18.98 113,582 2,174 1.91% 7,309 0 7,309 0.1
Class B $12.61-3%14.75 451,304 112,770 24.99% 0 0 0 -
Class C $6.19-%$6.19 185,773 7,084 3.81% 1,000 0 1,000 2.4
Retail/Warehouse $4.80-$4.80 12,000 12,000 100.00% 0 0 0 -
Warehouse $3.77-$3.77 337,869 163,326  48.34% 5,000 0 5,000 10.9

From all Q1 2005 respondents
2From Q1 2005 respondents who were also Q4 2004 respondents
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Siloam Springs

e Siloam Springshad 894,702 squarefeet of competitive commercia spaceinthefirst quarter of 2005.

e From December 2004 to February 2005, Siloam Springsissued building permitsfor 7,845 square feet of new
commercial space, valued at atotal of $254,700 Thisrepresentsadeclineinvaluebut anincreasein squarefootage
from the building permitsissued from September to November 2004.

e CBER pandistsreported vacancy dtatistics, leaserateranges, and other characteristicsfor 445,713 squarefeet of
commercia spaceinthefirst quarter of 2005. Thisrepresents49.8 percent of thetotal competitive commercial
gpacein Siloam Springsand isanincrease of 115.3 percent in thereporting rate from thefourth quarter of 2004.

e Inthefirst quarter of 2005, Siloam Springsexperienced negative net absorptionintheretail /warehouse submarket
and no activity in other submarkets. No new square footage became available during thefirst quarter of 2005in
Siloam Springs.

e Vacancy rateschangesreflect samplecompositional differencesrather than changesin absorption.

Absorption New
Average Lease Total Available Percent from Available Net Months of
Rate Range Square Feet! Square Feet'! Available! Q4 to Q1? Square Feet! Absorption® ? Inventory!?

Industrial - - - - - - - -
Office $11.50-$12.50 37,393 1,800 4.81% 0 0 0 -
Class A - - - - - - - -
Class B - - - - - - - -
ClassC - - - - - - - -
Medical - - - - - - - -
Office/Retall - 50,737 5400 10.64% 0 0 0 -
Class A - - - - - - - -
Class B - - - - - - - -
ClassC - - - - - - - -
Office/Warehouse $2.76 - $3.24 53,702 38,000 70.76% 0 0 0 -
Retail - 245201 900 0.37% 0 0 0 -
Class A - - - - - - - -
Class B - 135,577 900 0.66% 0 0 0 -
ClassC - 109,624 0 0.00% 0 0 0 -
Retail/Warehouse $3.75-$3.75 23,680 23,680 100.00% -23,680 0 -23,680 -
Warehouse $2.75-32.75 35,000 0 0.00% 0 0 0 -

1From all Q1 2005 respondents
2From Q1 2005 respondents who were also Q4 2004 respondents
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Springdale

Springdale had 5,019,329 squarefeet of competitive commercia spacein thefirst quarter of 2005.
From January to February 2005, Springdal eissued commercia building permitsvalued at atotal of $2,614,524.
Thisrepresentsanincreasein valuefrom the building permitsissued from September to November 2004.

e CBER pandlistsreported vacancy statistics, leaserate ranges, and other characteristicsfor 1,952,533 squarefeet of
commercial spaceinthefirst quarter of 2005. Thisrepresents 38.9 percent of thetotal competitive commercial
gpacein Springdale and isanincrease of 3.5 percent inthereporting rate from thefourth quarter of 2004.

e Inthefirst quarter of 2005, Springdal e experienced positive net absorption in the office/retail and warehouse
submarketsand negative net absorption in the office, office/warehouse, retail, and retail /warehouse submarkets. No
new space cameonlinein Springdal einthefirst quarter.

e Vacancy ratesfollowed absorption and declined inthe office/retail and warehouse submarketsand increased inthe
other submarketsin thefirst quarter of 2005.

o Averageleaserateswerebasicaly unchangedinall of the Springdal e submarkets.

Absorption New
Average Lease Total Available Percent from Available Net Months of
Rate Range Square Feet'! Square Feet' Available! Q4to Q1? Square Feet! Absorption® ? Inventory*?

Industrial - 129,830 0 0.00% 0 0 0 -
Office $10.89-%$11.56 316,710 26,538 8.38% -1,737 0 -1,737 -
Class A $10.40 - $14.68 57,248 0 0.00% 0 0 0 -
Class B $12.25-3$12.55 212,050 17,138 8.08% -1,737 0 -1,737 -
ClassC $6.42 - $6.42 26,937 6,400 23.76% 0 0 0 -
Medical $11.25-$11.25 20,475 3,000 14.65% 0 0 0 -
Office/Retalil $9.43-$14.07 246,660 32,033 12.99% 6,369 0 6,369 1.7
Class A - - - - - - - -
Class B $10.89-$15.95 133,122 26,633 20.01% 6,000 0 6,000 15
Class C $7.25-%$11.25 113,538 5,400 4.76% 369 0 369 49
Office/Warehouse $6.31-%$6.31 360,374 219,044  60.78% -13,444 0 -13,444 -
Retail $9.62-$11.32 733,124 86,897 11.85% -5,550 0 -5,550 -
Class A - - - - - - - -
Class B $10.67 - $12.67 623,411 35,447 5.69% -6,300 0 -6,300 -
ClassC $8.05-%$9.30 109,713 51,450 46.90% 750 0 750 22.9
Retail/Warehouse  $4.00 - $10.67 121,004 26,756  22.11% -1,560 0 -1,560 -
Warehouse $4.25-$5.04 158,369 55,825 35.25% 5,690 0 5,690 3.3

From all Q1 2005 respondents
2From Q1 2005 respondents who were also Q4 2004 respondents
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Interpreting the Numbers in the Skyline Report

Themethodol ogy that isused to produce the Skylinereport hasbeen designed to dlicit the most useful, comprehensive, and up-
to-dateinformation available about the Northwest Arkansas commercial real estate market. Datacomefrom three primary
sourcesthat complement one another. Each source, however, haslimitations, and as such, results should be compared and
interpreted carefully.

Thefirst level of datathat the Skylinereport contains comesdirectly from the offices of the Washington and Benton County
Assessors. The Benton County A ssessor Office usesA pprentice Data Systems as the subcontractor to handle datarequests.
Onagquarterly basis, CBER staff members acquire databases containing listings of all rea estate parcel swithin each county.
Theinformation contained in these databasesis sorted by typeand by size. In order to determinethe popul ation of commercia
propertiesof interest, propertiesthat do not meet thefollowing minimum criteriaare eiminated from consideration:

Banks: 20,000 squarefeet

Department Stores: 20,000 squarefeet
Discount Stores. 20,000 squarefeet

Industria Buildings: 20,000 squarefeet

Markets: 20,000 squarefeet

Commercid OfficeBuildings. 5,000 squarefeet
Medica OfficeBuildings: 5,000 squarefeet
Retail Buildings. 10,000 squarefeet

Community Shopping Centers: 5,000 squarefeet
Neighborhood Shopping Centers. 5,000 squarefeet
Warehouses: 20,000 squarefeet

Next, propertiesareindividually examined to determineif they are part of the competitive commercia property market.
Owner-occupied and other dedi cated spacesare eliminated from the base of propertiesthat the Skyline Report examines.

The second source of datathat helps comprisethe Skyline Report isbuilding permit reportsfrom the cities of Northwest
Arkansas. Each city hasitsown reporting requirementsfor building permits, which makesin-depth comparisonson acity-by-
city bassimpossible. Bentonvilleand Fayettevillehavethe most comprehensive building permits, whichincludeinformationon
the squarefootage of buildingsand their usesin addition to theva ue of the permit and identifying characteristics of the property.
Theother citiesin Northwest Arkansas only report the building address, contractor name, and val ue of the permit. Ingenerd,
property owner or devel oper namesare not included on building permitsin Northwest Arkansas. Building permitsalso do not
provide any senseof theestimated time of completion of aproject or availability for leasing.

Thethird sourceof datafor the Skylinereport isapand of largecommercia property ownersand managers. Theseindividuas
areresponsiblefor the bulk of the competitive commercial propertiesin Northwest Arkansas. CBER researchers gather
information on squarefootage availableto the market, |easerates, and other property characteristicsfromthepandlists. Inthe
first quarter of 2005, 87 pandlists provided dataon 568 competitive properties across Benton and Washington Counties. Data
are excluded for owner-occupied and dedi cated spaces so that the total square feet, available squarefeet, and | easerates
represent asampleonly from propertiesthat are currently or potentially availablefor lease. Vacancy ratesare caculated from
the sampl e of 568 properties and are assumed to be representative of thelarger competitive commercial property market.

The pand participantsvary somewhat from quarter to quarter asnew contributorsare added and as previous contributorsfail
to respond for new requestsfor information. Timetrend analysisisdependent on having acons stent base of information so that
apples-to-apples comparisons can be made. Absorption ratesare only calcul ated for propertiesthat are part of amatched
sub-sample—that is, there must have been information received about aparticular property in both recent quartersfor the
number to beincluded inthe cal cul ated property absorption rates. Theoneexception tothisruleisfor new propertiesthat are
completed and come onlinefor leasing in themost recent quarter.
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In order to supplement theinformation that isdirectly recelved from the panelists, CBER researchersa so depend on business
publications, public websites, and ML Sdata.

Classification

In order to compare smilar spaces, CBER hasdevel oped aclassification system for office, office/retail, and retail spaces.
These classesratethe quality of each building intermsof thefollowing criteria: age, quality of construction, location, and
included amenities. ClassA spacerepresentsthe most prestigious buildings availablein the Northwest Arkansas market.
These spacesare new or newly renovated, made of the best quality materias, with brick, masonry, or glassexteriors. ClassA
buildingsarelocatedin highly accessiblelocationswith easy accessto mgjor clientsor customers.

ClassB spaceincludesbuildingsthat competefor awiderange of uses, including much of the Wal-Mart vendor community.
These spaceshave averagerangerents. Thebuildingsareattractive, but not necessarily brand new, and havealower level of
materid quality than ClassA buildings. Many amenitiesare not included in the baselease price of ClassB buildings.

Class C space is adequate for users that require functional space for their businesses, but not above average locations,
materias, or amenities. Thesebuildingsareoften older and haveleaseratesthat are bel ow market averages.
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