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Office Market Review
LEASING REMAINED SOFT AMIDST SOME SIGNS OF OPTIMISM

° The office leasing market in Solano and Napa counties remained soft in the fourth quarter
as the vacancy rate increased from 19.1 to 20.0 percent. Net absorption for the quarter was
negative 22,244 square feet; however for the entire year of 2014, it was positive 22,839
square feet. Average asking rates in the fourth quarter increased by $0.05 to $1.72 per
square foot per month full service (FS).

The single largest reason for this increase in vacancy was the completion of The Wiseman
Company’s 30,000 square foot Class A office building at 2470 Hilborn Road. However,
25,000 square feet of the building remained vacant at the end of the quarter. This was the
MARKET INDICATORS first new office building constructed in several years in the region.
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The sales market was significantly more active than leasing in the fourth quarter as there
were two sales of greater than 25,000 feet, compared with no leases of greater than 5,000
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NET ABSORPTION 3 Ui The vacancy rate in Fairfield remained relatively flat at 25.6 percent in the fourth quarter,
dipping fractionally by 0.1 percentage points. Fairfield was easily the most active city in the
CONSTRUCTION A 4 ¥ fourth quarter: not only was the aforementioned construction of 2470 Hilborn completed in
the quarter, but all of the most significant leases in the quarter took place in Fairfield as well
as the second largest sale in the regions covered in this report. The largest lease in the
SELECTED MARKET STATISTICS quarter was First American Title's lease of 4,133 square feet of Class A office space at
2500 Hilborn Road and the largest sale in the quarter was River Valley Investments’
> OFFICE INVENTORY: purchase of 2300 Boynton Avenue, a 26,238 square foot Class A office building for
5012,086 square feet $3,200,000, or $121.96 per square foot. The building was approximately 68 percent

> CURRENT VACANCY: occupied at the time of the sale.
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SUBMARKET MAP KEY

1 Fairfield
2 Napa

3 American Canyon

4 Vallejo

5 Benicia
6 Vacaville
7 Dixon

LEASE AND SALES ACTIVITY

LEASE ACTIVITY

2014 | OFFICE

NAPA

The vacancy rate increased from 11.9 percent to 13.1 percent in the fourth quarter as leasing
activity cooled in Napa with no significant leases completed. However, the largest sale in the
regions covered in this report took place in Napa: Milpitas Properties bought the 50,000
square foot Class A office building at 550 Gateway Drive in the Napa Valley Gateway Business
Park as an investment transaction for $8,700,000 or $174 per square foot. The cap rate was
8.3 percent. The building was approximately 90 percent occupied at the time of sale.

SUMMARY

Despite the limited office leasing activity in Solano and Napa counties this quarter, there were
some signs of optimism. Two investment sales of greater than 25,000 square feet occurred
in the quarter and a new office building was constructed for the first time in several years.
Napa County’s outlook in the near and short term are positive given these three factors: the
relatively low vacancy rate of 13.1 percent, the wine industry’s recent success shows no signs
of slowing down, and the high quality of life. While Solano County’s vacancy rate is higher at
23.5 percent, there is optimism for the future given the County’s close proximity to the
strongest office markets in the country, San Francisco and Silicon Valley. Despite this
proximity, Solano County remains an affordable, and therefore desirable option, for both
residents and businesses.

PROPERTY ADDRESS LEASE DATE SIZE TENANT TYPE

2500 Hilborn Road, Fairfield 11/2014 4,133 The First American Corporation Class A Office

1499 Oliver Road, Fairfield 10/2014 3,841 Before The Movie Class A Office

2470 Hilborn Road, Fairfield 12/2014 3,500 Retinal Medical Consultants Class A Office

1261 Travis Boulevard, Fairfield 11/2014 2,128 Aerotek Class A Office

2750 North Texas Street, Fairfield 11/2014 1,490 Garland & Associates Class B Office

SALES ACTIVITY

PROPERTY ADDRESS SALE DATE SIZE BUYER TYPE

550 Gateway Drive, Napa 12/2014 50,000 Milpitas Properties Class A Office

2300 Boynton Avenue, Fairfield 12/2014 26,238 River Valley Investments Class A Office

2799 Napa Valley Corporate Drive, Napa 11/2014 4,206 Meritage Condos Class A Office Condominium
2795 Napa Valley Corporate Drive, Napa 11/2014 3,603 Meritage Condos Class A Office Condominium
2797 Napa Valley Corporate Drive, Napa 11/2014 3,540 Meritage Condos Class A Office Condominium
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VACANCY VACANCY NET NET

TOTAL DIRECT DIRECT SUBLEASE  SUBLEASE TOTAL UNDER
CLASS BLDGS INVENTORY  VACANT VACANCY VACANT VACANCY VACANT RalE RATE AESEIRAIIER  AZRUAPUTLY CONSTRUCTION R SN FULL
SF SF RATE SF RATE SF CURRENT PRIOR CURRENT YTD SF SERVICE
QUARTER QUARTER QTR SF SF

BENICIA
A 1 30,000 - 0.0% - 0.0% - 0.0% 0.0% - - - $-
B 6 85,403 - 0.0% - 0.0% - 0.0% 0.0% 585 - - $-
Flex - - - - - - - - - - - - $-
Total 7 115,403 = 0.0% = 0.0% = 0.0% 0.5% 585 = = $-
FAIRFIELD
A 25 917,921 209,926 22.9% - 0.0% 209,926 22.9% 22.4% (3,987) 12,993 - $2.27
B 28 636,604 141,882 22.3% - 0.0% 141,882 22.3% 21.9% (2,740) (1,203 - $1.65
Flex 11 504,230 175,777 34.9% - 0.0% 175,777 34.9% 36.6% 8,552 5919 - $1.35
Total 64 2,058,755 527,585 25.6% = 0.0% 527,585 25.6% 25.7% 1,825 17,709 = $1.80
NAPA
A 16 626,763 96,459 15.4% - 0.0% 96,459 15.4% 15.4% an 23134 - $2.17
B 27 575,555 46,055 8.0% - 0.0% 46,055 8.0% 7.2% (4,826) (2165) - $2.02
Flex 16 470,822 77,240 16.4% - 0.0% 77,240 16.4% 13.2% (15,185) Q@7,797) - $1.35
Total 59 1,673,140 219,754 13.1% = 0.0% 219,754 13.1% 11.9% (20,028) (6,828) = $1.85
VACAVILLE
A 9 335636 81,492 24.3% - 0.0% 81,492 24.3% 24.7% 1,400 3961 - $1.83
B 12 205,986 28,259 13.7% - 0.0% 28,259 13.7% 13.7% 35 (855) - $1.70
Flex 1 52,491 25,200 48.0% - 0.0% 25,200 48.0% 48.0% - 862 $1.10
Total 22 594,113 134951 22.71% = 0.0% 134,951 22.71% 23.0% 1,435 3968 = $1.67
VALLEJO
A 2 70,286 13,144 18.7% - 0.0% 13,144 18.7% 0.0% (13,144) (13,144) - $-
B 7 244,085 29,634 0.0% - 0.0% 29,634 12.1% 11.9% (696) 13,355 - $1.50
Flex 8 256,304 78,538 30.6% - 0.0% 78,538 30.6% 33.7% 1779 71179 - $0.95
Total 17 570,675 121,316 21.3% = 0.0% 121,316 21.3% 20.2% (6,061) 7,990 = $0.98
MARKET TOTAL
A 53 1,980,606 401,021 20.2% - 0.0% 401,021 20.2% 19.5% (15,748) 26,944 - $2.15
B 80 1,747,633 245,830 14.1% - 0.0% 245,830 14.1% 13.6% (7,642) 9132 - $1.71
Flex 36 1,283,847 356,755 27.8% - 0.0% 356,755 27.8% 27.9% 1146 (13,237) - $1.24
Total 169 5,012,086 1,003,606 20.0% = 0.0% 1,003,606 20.0% 19.1% (22,244) 22,839 = $1.72

QUARTERLY COMPARISON AND TOTALS

Q4-14 169 5,012,086 1,003,606 20.0% - 0.0% 1,003,606 20.0% 19.1% (22,244) 22,839 - $1.72
Q3-14 168 4,982,086 951,362 19.1% - 0.0% 951,362 19.1% 19.8% 32,868 45,083 30,000 $1.67
Q2-14 168 4,982,086 984,230 19.8% - 0.0% 984,230 19.8% 19.8% 3,863 12,215 30,000 $1.65
Ql-14 168 4,982,086 988,093 19.8% - 0.0% 988,093 19.8% 20.0% 8352 8,352 30,000 $1.64
Q4-13 168 4,982,086 996,445 20.0% - 0.0% 996,445 20.0% 21.7% 85,554 146,920 - $1.68

i i

Milpitas Properties purchased 550 Gateway Drive
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485 offices in
63 countries on
6 continents

United States: 146
Canada: 44

Latin America: 25
Asia Pacific: 186
EMEA: 84

> $2.1 billion in annual revenue

> 1.46 billion* square feet under
management

> Over 15,800 professionals

*Square footage includes office, industrial, and retail
property under management. Residential property is
excluded from this total. All statistics are for 2014.
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bill.kampton@colliers.com

TERMS

Cap Rate:
The ratio between the net operating income (NOI) produced by an asset and its capital cost (original sale
price) or alternatively its current value, i.e., Cap Rate = NOI divided by Price.

Full Service:
Rental type generally used in office product where the landlord's rental rate contains all costs associated
with occupying the premises inclusive of taxes, insurance, maintenance, janitorial, and utilities.

Negative Net Absorption:
The occupied square footage decreased from one period to another.

Net Absorption:
Measures the change in occupied square footage from one period to another.

Positive Net Absorption:
The occupied square footage increased from one period to another.

Triple Net (NNN):
Rental type where the tenant pays rent to the landlord and additionally assumes all costs regarding the
operation, taxes and maintenance of the premises and building.
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This report and other research materials may be found on
our website at www.colliers.com/fairfield. This report is a
research document of Colliers International - Fairfield,
California. Questions related to information herein should
be directed to the Research Department at +1 707 863
8362. Information contained herein has been obtained
from sources deemed reliable and no representation is
made as to the accuracy thereof. As new, corrected or
updated information is obtained, it is incorporated into both
current and historical data, which may invalidate
comparison to previously issued reports. © 2015 Colliers
International.
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