Columbia Office

Market Report

Vacancy Decreases as Demand for
Quality Space Strengthens

9.4%

1,001,805 SF of vacant office space

The Columbia office market saw a vacancy of 9.4% at the
close of the first quarter 2017, decreasing from 9.8% at
the end of 2016. Average rental rates dropped modestly
and leveled off at $17.31 per square foot (SF), following the
highest rate intwo years at $17.49 SFin 4Q16. Net absorption
for the Columbia office market was positive +78,643 SF
in the first quarter compared to negative +23,183 SF in
4Q16, the majority of absorption reflecting Class A space.

NET ABSORPTION

78,643 SF

-23,183 SF in 4Q16

Continued interest in the Central Business District (CBD)
explains the high rental rates (even with a slight downtick
AVERAGE RENTAL RATE f[his qugrter) while costs for tenant improvgments are also

increasing. Many local tenants are following the lead of
$ 1 7 3 1 companies like Electric Guard Dog, vacating their space in
‘ suburban Columbia to set up their headquarters in £20,572
SF at the new Innovation Center on the University of South
Carolina campus. Womble Carlyle Sandridge & Rice, LLP
is another example of the desire to be the in heart of the
CBD, vacating its office on Hampton Street and subleasing
+8,760 SF of Class A tower space at 1221 Main Street.

After a spike in 4Q16, it dropped

VACANCY: CLASS A

Despite the modest decrease in rental rates following the
fourth quarter spike, we expect rates to increase again as
vacancies continue
to become tighter.

RENTAL RATES: CLASS A Our experts believe

$21 67 rates may be the

lowest now that
$21.87 CBD: $21.47 Suburban they will be for the
next feW years I Direct I Sublet —e—Overall

8.7% CBD; 6.5% Suburban
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Broker Insight Continued

This is causing tenants to begin their lease renewal NET ABSORPTION
process years in advance to take advantage of
current rates. Nationally, the demand for upgraded,
efficient space has rental rates trending up for the
foreseeable future, especially for Class A space.

211,365

172,689

The lack of large blocks of new space is another
indicator that landlords will demand increased rental
rates and capitalize on the demand for quality space
in the CBD. However, as space recedes and rates
climb, office tenants in quarters to come may come 113 1014 115 116 1Q17
to a crossroads when deciding to stay in the premium
space or relocate to more economical options.
Several law firms and banks are maintaining their
presence in the Class A office towers on Main Street
vvhllg takllng advantage of Iqwer rates and freg surface VACANCY
parking in suburban locations for back office staff.

H Net Absorption SF Overall mEE Leasing Activity SF Overall —e—Under Construction

13.2%
Tenants are finding themselves with virtually no options

to choose from, especially when looking for sizable
chunks of contiguous Class A office space in the
CBD. Columbia’s downtown office market is very tight.
Class B options are even less plentiful. Commercial
property taxes are relatively highin the City of Columbia
and Richland County, often making new ground up 1a13 1014 1a1s 1016 1017
construction numbers challenging. Fortunately, the mmDirect  mmSublet  ——Overall

trend of escalating rental rates and scarcity of product

continues to trigger the redevelopment of historic

buildings throughout the Vista, Main Street and Bull Street. The Bailey Bill tax incentive is helping make more
and more of those projects become a reality. The State law allows local governments to grant special tax
assessments to rehabilitated historic properties, encouraging preservation, restoration, and adaptive reuse in
cities where old buildings are the foundation of its structural character. The City of Columbia and Richland County
allow eligible historic buildings (meeting the qualified expenditures, certification, etc.) to be assessed at their pre-
rehabilitated values for 20 years, the most favorable historic property tax incentive available in the entire state.

0.6%

Within these renovated historic buildings, businesses are seeing the opportunity to meet the demand
for more progressive office space. In the last few years, authentic loft and modern office adaptive
reuse spaces have popped up around the country and Columbia is no exception. The demand for
these alternative plans and designs are increasing every quarter. They consist of predominately open
floor plans aimed at fostering collaboration; authentic designs with exposed brick, towering exposed
ceilings with spiral ductwork, and sleek concrete floors; and historic buildings near pedestrian-
friendly amenities as more and more millennials value living and working in a vibrant, urban area.
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Submarket Statistics

FAIRFIELD COUNTY

NORTH COLUMBIA KERSHAW COUNTY
RBA: 368,484 SF

Net Absorption: 68,222 SF
Rental Rate: $26.76/SF

Vacancy: 2.1%

DUTCH FORK/ IRMO
RBA: 64,118 SF

COLUMBIA CBD

ST ANDREWS i RBA: 4,760,962 SF
ion: 23,833 SF 4 ’
RBA: 2,249,903 SF - i Net Absorption: 16,353 SF
Net Absorption: 27,321 SF . 15.4% Rental Rate: $19.82/SF

Rental Rate: $15.63/SF,
Vacancy: 14.9

Vacancy: 5.5%

SALUDA. OUTLYING RICHLAND COUNTY
SE COLUMBIA

RBA: 479,921 SF

Net Absorption: 19,343 SF
Rental Rate: $17.13/SF
Vacancy: 7.1%

LEXINGTON
RBA: 97,989 SF
Net Absorption: 0 SF
Rental Rate: $16.00/SF CA EST COLUMBIA
Vacancy: 0% RBA: 335,794 SF
Net Absorption: 866 SF
Rental Rate: $15.118/SF
Vacancy: 8.8%

@————OUTLYING CALHOUN COUNTY

OUTLYING LEXINGTON COUNTY

Multi-Tenant | Non-Medical Office Buildings | 20,000 SF & Up

Significant Transactions

LEASED SOLD
Columbia St. Andrews
INNOVATION CENTER STEPHENSON CENTER OFFICE BUILDINGS
550 ASSEMBLY STREET 720 GRACERN ROAD AND 714 BETSY DRIVE
+20,500 SF LEASED +104,300 SF SOLD
Tenant: Electric Guard Dog Price: $7,750,000
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NAI Avant, At A Glance

Realizing Potential, Delivering Results

For more than 50 years, the NAI Avant team has excelled in delivering superior service and performance for its
commercial real estate clients. Through dedicated and knowledgeable professionals backed by quality research, our
institutional, corporate, small business and individual clients have achieved maximum results.

As a full-service company, with offices in Columbia and Charleston, SC, our brokerage, development, management
and consulting services are tailor-made to meet the specific needs of each assignment, from single transactions to
coordinating the delivery of multiple services over broad geographic areas. As a spin-off of the over $6 billion EDENS
(formerly Edens & Avant), NAI Avant traces its roots back to 1966.

Through our professional and network affiliations, we effectively and efficiently deliver our services at the local, regional,
national and global levels.

Creativity and experience combined with quality research and support, have been the hallmark of NAI Avant’s brokerage
staff that has been South Carolina’s leading performer for nearly three consecutive decades.

Our Depth of Experience Includes

* |nvestment Sales e Special Asset and Receivership Services
e Healthcare Real Estate Services e Tenant Representation
¢ Retail Sales and Leasing e Corporate Advisory Services
¢ Property and Project Management Services e Site Selection and Land Sales
e Office Sales and Leasing ¢ Fee Development and Build-to-Suit Services
¢ |ndustrial Sales and Leasing ¢ Mixed-Use Urban Infill
NAI GLOBAL

NAI Avant is a member of the NAI Global premier network, the largest independent commercial real estate service
provider worldwide. NAI Global member firms span worldwide, with 400 offices and more than 7,000 local market
experts on the ground. NAI Avant is a recipient of NAI Global’s prestigious Eagle Award, recognizing the top firm in the
U.S. secondary markets demonstrating the highest levels of achievement through a combination of leadership, capital
resources, commitment to quality and global vision.

NAI Global is a wholly owned subsidiary of C-IIl Capital Partners, LLC (C-Ill). C-lll Capital Partners is a leading commercial
real estate services company engaged in a broad range of activities, including primary and special loan servicing, loan
origination, fund management and principal investment. C-IIl is the primary servicer for approximately $15 billion and
the named special servicer for approximately $160 billion of commercial real estate loans. At NAI Global, we uniquely
combine an agile platform with experienced real estate teams, backed by the institutional strength of one of the world’s
leading property investment companies.
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For more information, contact one of our experienced professionals:

p—— -

i

Bruce Harper, SIOR Paul Hartley, SIOR Jeff Hein, SIOR Rob Lapin
President, Broker-In-Charge Senior Broker Senior Broker Senior Broker
bharper@naiavant.com phartley@naiavant.com jhein@naiavant.com rlapin@naiavant.com

Macon Lovelace Roger Winn, SIOR Peyton Bryant Paul Paschal
Senior Broker Senior Broker Brokerage Associate Brokerage Associate
mlovelace@naiavant.com rwinn@naiavant.com pbryant@naiavant.com ppaschal@naiavant.com

Featured Listing

700 HUGER STREET

Three-Story, Class A Office Building
Columbia, SC

+54,081 SF, 100% Pre-Leased
Sales Price: $10,700,000
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