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1. PURPOSE

1.1.

Kenneth DiNisco

The purpose of this meeting was to review the Market Analysis prepared by the
consultant Jonathan Avery and Christopher Bowler of Avery Associates, the
real estate consultant for the study team. The discussion below summarizes
the analysis as documented in attachments to this meeting report. Postscript:
For additional detail see the attached Market Analysis Report.
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Gary E. Ainslie
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PREMISES AND SCOPE OF STUDY

2.1.

2.2.

2.3.

A market analysis for the Study Area was prepared based on demographic
data, market trends, and study area data as provided by the Assessors Office,
Planning Board and other members of the study team.

The conclusions of this analysis are POTENTIAL for the Study Area and NOT
a guaranty of future development.

Retail, office and housing markets were evaluated. For each market segment
data on current conditions was collected and analyzed for supply and demand,
rental range and investment returns / capitalization rates. A 5-year projection of
the market was made based on demographic data and market trends.

EXISTING CONDITIONS

3.1.

The study area consists of 136 parcels and is 67 acres. There is 1,660,000 SF
of built space. There is an affluent population within a 3-mile radius of the
Study Area. See discussion below for existing market conditions for each
market segment.

RETAIL MARKET

4.1.

4.2.

4.3.

4.4.

4.5.

The existing supply of retail space in the Study Area is 733,000 SF with a
vacancy rate of 4%. The rental range for retail space in Downtown Needham
ranges between $18 - $35 / SF on triple net terms. Triple net means in addition
to rent lessee pays lessor taxes, insurance, and maintenance expenses that
arise from the use of the property. The predominant rental range is $21 - $25 /
SF. Capitalization rates range from 6% - 9% with 7.5% predominant. The
Capitalization Rate defines the percentage number used to determine the
current value of a property based on estimated future operating income. For
example, taking the net operating income from a property and dividing it by the
capitalization rate would yield the approximate current value of the property.

The retail market segment was evaluated by looking at spending patterns
within a 3-mile ring around the Study Area. Market data shows that the Study
Area contains 43 % of retail space in the 3-mile ring. Postscript: See attached
map indicating the location of the 3-mile ring.

Spending in all retail categories by the population in this 3-mile ring outstrips
sales in retail spaces within this 3-mile ring by over $500,000,000 per year.
This means that the population is spending over $500,000,000 on goods and
services outside the 3-mile ring and suggests that the demand for retail space
outstrips the current supply.

Using industry data for the region and adjusting this data for the Study Area
specifically, this Retail Gap of $500,000,000 translates into an excess demand
at present of 300,000 SF.

Projecting population and median household income over the next five years
results in a demand for an additional 10,000 SF. Including the existing demand
above, there is a total of 310,000 SF of projected demand over the next five
years.
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OFFICE MARKET

5.1.

5.2.

5.3.

The Downtown Needham office market consists of 350,000 SF of mainly class
B and C space. The vacancy rate is 5%. Capitalization rates range from 6.25%
- 9% with 7.5% predominant. A significant portion of the office space on
Chestnut Street is occupied by doctors and medical specialists affiliated with
Beth Israel Deaconess-Needham Hospital.

The office market was evaluated based on forecasting job and population
growth and more specifically job growth for which the use of office space in
Downtown is likely.

Demographic data suggest the total number of new workers in Needham over
the next 5 years is 132. Based on industry standards this translates into 3,400
SF. This amount has been adjusted by the following factors:

* Hospital representatives have stated they have a current need for 30,000
SF if it were available,

* The Hospital intends to rent 10,000 SF coming on the market shortly at 392
Chestnut Street.

* Hospital representatives have stated that the Hospital’s planned Phase 1
expansion will create the demand for an additional 30,000 SF.

The five-year forecast for additional office space is calculated as follows:
+ 3,400 SF from projected job growth

+ 30,000 SF current demand from the Hospital

— 10,000 SF delivery of new space at 392 Chestnut Street

+ 30,000 SF future demand from the Hospital’s Phase 1 expansion

+ 50,000 SF TOTAL (Rounded)

6. HOUSING MARKET

6.1.

6.2.

There are 70 housing units in the Study Area with a vacancy rate of 5%.
Capitalization rates range from 4.25% - 8.5% with 6.75% predominant.
Because of the small number of units Downtown rental rates from the larger
market in which Needham competes were used. They range from $950 per
month for a Class C, 1 Bedroom, to $2,400 for a Class A, 2 bedroom unit.
Based on a review of existing market conditions there is little to no demand at
present for new housing in Needham.

The five-year forecast for the housing segment, based on projected population
growth, pending supply of new housing and expected demolitions is negative.
However, based on the observations in the market, there is evidence that two
or three small projects, between 16 and 48 units each (a Total of 30 — 140
units) would succeed in Downtown Needham either in the form of condominium
or rental housing. Several new developments, in downtown areas near
commuter rail lines within towns with similar low growth projections to
Needham have succeeded over the past few years. Two examples are Station
Crossing in Melrose and Wakefield Crossing in Wakefield. The former sold out
in 2005 and the latter is near sellout.
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7. CONCLUSIONS

7.1.  In summary there is a projected demand over the next five years in Downtown
Needham as follows:

e 310,000 SF Retail Space
. 50,000 SF Office Space
* 30— 140 Units of Housing

7.2.  The projections of demand presume that the Downtown will make infrastructure
improvements in traffic and parking to accommodate existing and future
development.

8. PROJECT SCHEDULE

8.1.  Postscript: See attached project schedule which has been updated.

9. NEXT MEETINGS

9.1.  The DSC will meet at 7:00 PM on Thursday 14 June 2007 at Broadmeadow
School.

The discussions of this meeting are recorded as understood by the writer. Please advise the
writer of any omissions or corrections.

/fcn 0/74—-

Jon Oxman AlA
DiNISCO DESIGN

JAO/
cc: DSC
Kenneth DiNisco
Richard Rice
Enclosure: 1. Presentation:  Market Analysis (06/08/07)
2. Handout Market Analysis Data (06/08/07)
3. Report Market Analysis (06/04/07)
3. Map Retail Market Data 3 Mile Ring Location (06/11/07)
4, Schedule Project Schedule (06/11/07)
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Retail MarketPlace Profile
Prepared by

Latitude: 42.2801

1 Chestnut St Longitude: -71.237184
Needham, MA 02492 Site Type: Radius : Radius: 3.0 mile
Summary Demographics A '
2006 Population 52,514
2006 Households 18,784
2006 Median Disposable Income $84,082
2006 Per Capita Income $63,669
Industry Summary Supply Demand Leakage/Surplus Number of
(Retail Sales) (Retail Potential) Retail Gap Factor  Businesses
Total Retail Trade and Food & Drink (NAICS 44-45, 722) $743,372,340 $1,246,467,362  $503,095,022 25.3 429
Total Retail Trade (NAICS 44-45) $637,171,102 $1,067,789,571 $430,618,469 25.3 339
Total Food & Drink (NAICS 722) $106,201,238 $178,677,791 $72,476,553 25.4 90
Supply Demand Leakage/Surplus  Number of
Industry Group (Retail Sales) (Retail Potential) Retail Gap Factor Businesses
Motor Vehicle & Parts Dealers (NAICS 441) $126,198,899 $288,500,580 $162,301,681 39.1 6
Automobile Dealers (NAICS 4411) $125,456,370 $247,509,575 $122,053,205 32.7 4
Other Motor Vehicle Dealers (NAICS 4412) $0 $24,114,094  $24,114,094 100.0 0
Auto Parts, Accessories, and Tire Stores (NAICS 4413) $742,529 $16,876,911  $16,134,382 91.6 2
Furniture & Home Furnishings Stores (NAICS 442) $28,049,370 $56,373,208  $28,323,838 336 23
Furniture Stores (NAICS 4421) $8,497,735 $28,212,948  $19,715,213 53.7 7
Home Furnishings Stores (NAICS 4422) $19,551,635 $28,160,260 $8,608,625 18.0 16
Electronics & Appliance Stores (NAICS 443/NAICS 4431) $82,311,373 $41,825,865 $-40,485,508 -32.6 : 83
Bldg Materials, Garden Equip. & Supply Stores (NAICS 444) $21,847,309 $44,332,125  $22,484,816 34.0 33
Building Material and Supplies Dealers (NAICS 4441) $20,408,323 $41,170,757  $20,762,434 33.7 26
Lawn and Garden Equipment and Supplies Stores (NAICS 4442) $1,438,986 $3,161,368 $1,722,382 37.4 7
Food & Beverage Stores (NAICS 445) $129,350,483 $241,061,648 $111,711,165 30.2 21
Grocery Stores (NAICS 4451) $118,894,074 $210,036,622  $91,142,548 27.7 14
Specialty Food Stores (NAICS 4452) ) $1,524,524 $6,977,148 $5,452,624 64.1 4
Beer, Wine, and Liquor Stores (NAICS 4453) $8,931,885 $24,047,878  $15,115,993 45.8 3
*
Health & Personal Care Stores (NAICS 446/NAICS 4461) $73,028,937 $62,277,289  $-10,751,648 -7.9 19
Gasoline Stations (NAICS 447/4471) $23,983,048 $102,422,489  $78,439,441 62.1 10
Clothing and Clothing Accessories Stores (NAICS 448) $23,269,143 $91,794,253  $68,525,110 59.6 33
Clothing Stores (NAICS 4481) $15,416,280 $72,127,487  $56,711,207 64.8 20
Shoe Stores (NAICS 4482) $1,291,871 $10,845,169 $9,553,298 78.7 1
Jewelry, Luggage, and Leather Goods Stores (NAICS 4483) $6,560,992 $8,821,597 $2,260,605 14.7 12
Sporting Goods, Hobby, Book, and Music Stores (NAICS 451) $38,272,241 $26,768,212  $-11,504,029 -17.7 32
Sporting Goods/Hobby/Musical Instrument Stores (NAICS 4511) $19,682,325 $15,482,577 $-4,199,748 -11.9 26
Book, Periodical, and Music Stores (NAICS 4512) $18,589,916 $11,285,635  $-7,304,281 -24.4 4]

Data Note: Supply (retail sales) estimates sales to consumers by establishments. Sales to businesses are excluded. Demand (retail potential) estimates the expected amount spent
by consumers at retail establishments. Supply and demand estimates are in current dollars. The Leakage/Surplus Factor presents a snapshot of retail opportunity. This is a measure
of the relationship between supply and demand that ranges from +100 (total leakage) to -100 (total surplus). A positive value represents 'leakage’ of retail opportunity outside the
trade area. A negative value represents a surplus of retail sales, a market where customers are drawn in from outside the trade area. The Retail Gap represents the difference
between Retail Potential and Retail Sales. ESRI uses the North American Industry Classification System (NAICS) to classify businesses by their primary type of economic activity.
Retail establishments are classified into 27 industry groups in the Retail Trade sector, as well as four industry groups within the Food Services & Drinking Establishments subsector.

Source: ESRI and infoUSA®

©2006 ESRI . On-demand reports and maps from Business Analyst Online. Order at www.esri.com/bao or call 800-292-2224 5/23/2007 Page 10of 3






DOWNTOWN NEEDHAM EXISTING RETAIL DEMAND POTENTIAL

_ Supply Demand
Industry Group (Retail Sales) (Retail Potential) Retail Gap
Furniture & Home Furnishings Stores $ 28,049,370 $ 56,373,208 $ 28,323,838
Bldng Materials, Garden Equip & Supply $ 21,847,309 $ 44,332,125 $ 22,484,816
Food & Beverage Stores
Grocery Stores $ 118,894,074 $ 210,036,622 $ 91,142,548
Specialty Food Stores $ 1,524,524 $ 6,977,148 $ 5,452,624
Beer, Wine & Liquor Stores $ 8,931,885 $ 24,047,878 $ 15,115,993
Gasoline Stations $ 23,983,048 $ 102,422,489 $ 78,439,441
Clothing & Clothing Accessories 3 23,269,143 $ 91,794,253 $ 68,525,110
General Merchandise Stores $ 38,390,814 §$ 57,463,046 $ 19,072,232
Miscellaneous Store Retailers $ 18,856,479 $ 24,987,750 $ 6,131,271
Food Services & Drinking Places $ 106,201,238 $ 178,677,791 $ 72,476,553
Total Retail Gap for 3 Mile Radius $ 407,164,426
Existing Retail Square Feet in 3 Mile Radius 1,700,000
Existing Retail Square Feet in Downtown Needham 733,000
Downtown's % of Larger Market 43%
Potential Demand for Retail Space in 3 Mile Radius (sq ft) 936,010

(Using $435 for sales per sq ft from "Dollars & Cents
of Shopping Centers" - Urban Land Institute)

Downtown's Current Pro Rata Share of Existing Demand (sq ft) 403,586 sq ft is maximum amount of demand if
Downtown captures its current pro rata

share of the larger 3 mile radius market.
- 302,689
300,000 sq ft is reasonable given trend of very lititle new
retail development in downtown in past
20 years.

Assuming 75% Capture of its Current Share
ROUNDED



DOWNTOWN NEEDHAM RETAIL DEMAND POTENTIAL- 5 Year Forecast

Existing Retail Square Feet in 3 Mile Radius
Existing Retail Square Feet in Downtown Needham
Downtown's % of Larger Market

Projected Increase in Population in 3 Mile Radius in 5 Yrs
Projected Increase in Median HH Income in 3 Mile Radius in 5 Yrs

Existing Total Retail Gap for 3 Mile Radius
Projected Total Retail Gap for 3 Mile Radius in 5 Years

Potential Demand for Retail Space in 3 Mile Radius (sq ft) in 5 Yrs
(Using $500 for sales per sq ft from "Dollars & Cents
of Shopping Centers" - Urban Land Institute)
Existing Demand for Retail Space in 3 Mile Radius (sq ft)
Change in Demand in 5 Years for 3 Mile Radius
less
Anticipated Supply Additions at 1% of Existing Inventory/Year
Excess Demand in 5 Years for 3 Mile Radius

Downtown's Pro Rata Share of Excess Demand (sq ft)

Assuming 75% Capture of its Current Share
ROUNDED

1,700,000
733,000
43%

1.15%
25.61%

$ 407,164,426
$ 527,074,349

1,054,149
936,010
118,139

85,000
33,139

14,289

10,716
10,000

sq ft is maximum amount of excess demand
if Downtown captures its current pro rata
share of the larger 3 mile radius market.

sq ft is reasonable given trend of very litttle new
retail development in downtown in past
20 years.



DOWNTOWN NEEDHAM OFFICE DEMAND POTENTIAL- 5 Year Forecast

Existing Office Space, All Classes, in Needham
Existing Office Square Feet in Downtown Needham
Downtown's % of Larger Market

Existing Workforce in Needham
% in Industries Using Office Space

Projected Increase in Needham Workforce in 5 Years
# of New Workers Using Office Space |

Potential Sq Ft of New Demand for Office Space in All of Needham in 5
Years (office workers x 300 per sq ft)

Downtown's Pro Rata Share of Potential New Demand (sq ft)
| plus
Existing Excess Demand for Office Space from BID/Needham Hospital (sq ft)
Projected Additional Demand Assuming Phase | Expansion in 2-4 yrs (sq ft)
less
Anticipated Downtown Deliveries of Office Space (sq ft)

Projected Excess Downtown Demand for Office Space in 5 Years (sq ft)
"ROUNDED

3,152,045
350,000
11.10%

13,158
78%

132
103

30,888

3,430

30,000
30,000

10,000
93,430
50,000



DOWNTOWN NEEDHAM RESIDENTIAL HOUSING DEMAND POTENTIAL- 5 Year Forecast

Existing Housing Units in All of Needham 10,991
Owner 8,758
Renter 1,923
Vacant 310
Projected Housing Units in Needham in 5 Years 11,170
Owner - 8,876
Renter ‘ 1,945
Vacant 349
Existing Demand for Housing Units
Owner Occupied none, in balace
Rental none, in balace
Demand for Housing in 5 Year in All of Needham
Owner Occupied 143 units
Rental 31 units
less
Pending Supply of Owner Occupied Units (estimated) 150
Pending Supply of Rental Units (estimated) 375
plus :
Projected Demolitions (25 per year) 125 o
Residual Demand for Housing in 5 Years in All of Needhar (288)

Downtown Needham Share 0
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Avery Associates

Real Estate Appraisers — Counselors 282 Central St.
P.O. Box 834
Acton, MA 01720
Tel: 978-263-5002
Fax:978-635-9435
jon@averyandassociates.com

June 8, 2007

Kenneth F. DiNisco

DiNisco Design Partnership Limited
87 Summer Street

Boston, MA 02110

RE:  Market Analysis
Downtown Needham, Massachusetts

Dear Mr. DiNisco:

In accordance with your request, attached please find the results of our study and
analysis of the Downtown Needham real estate market. The purpose of this study is to
provide current conditions of supply and demand in the retail, office, and housing sectors
in the downtown market. Also we will measure current and future demand in the
downtown for retail space, office space and housing units. The study includes a
discussion of current rental rates and capitalization rates for the 3 property types.

The market being studied is Downtown Needham, Massachusetts. The downtown
is centered around the intersection of Great Plain Ave (Route 135), Highland Ave,
Chestnut Street and Dedham Ave. The study area is a narrow corridor, that extends 1
mile between the campus of Needham High School to the north and the Needham
Junction MBTA commuter rail station to the south; and 0.40 miles between the Post
Office property on Great Plain Ave to the west to the Pickering Street intersection to the
east.

Our study involved discussions with Needham planning officials and real estate
professionals active in the downtown market. In addition we compiled pertinent
demographic data, historical sales data, absorption data, historical demand data, and
existing and pending supply data. The results of these discussions and research are
presented in the attached report.

Respectfully submitted,
Christopher H. Bowler, MAI, SRA Jonathan H. Avery, MAI, CRE
Massachusetts Certified General Massachusetts Certified General

Real Estate Appraiser #495 Real Estate Appraiser #26
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SUMMARY OF KEY FINDINGS

The downtown study area, exclusive of hospital facilities, includes 136 parcels of land
with 67+/- acres, improved with 1.66+/- million square feet of building area. Of the total
building area, approximately 733,000 square feet is retail space and 350,000+/- square
feet is office space. Buildings in the downtown are generally older (50+ years), one and
two story structures, and are on parcels of land with insufficient parking.

There are currently less than 70 housing units in the downtown study area.

The population within the 3 mile radius around downtown Needham is generally affluent,
with a median household income nearly 2.5 times the state average.

Vacancy among retail, office, and residential properties is low in the study area.
However turnover among retailers is moderate. Retail vacancy/availability is estimated
at slightly under 4%. Office vacancy/availability is approximately 5%. Of the 70+/-
housing units in the downtown area, only 3-4 are vacant or available.

Primarily through the use of retail gap or ‘leakage’ data, we estimate current and future
(5 years out) demand for retail space in the downtown area to be 310,000+/- sq. ft. Of
this total, 300,000 sq. ft. is current demand for additional space and 10,000 sq. ft. is due
to expected population and income growth between now and 5 years out.

Using job growth and population data, along with market information, we project an
additional demand for office space over a 5 year time frame of 50,000 sq. ft. This
estimate presumes at least the Phase I expansion of the existing Beth Israel Deaconess
Needham Hospital off of Chestnut Street.

Statistical evidence suggests that any demand for future housing in Needham and the
Downtown area will be satisfied with projects currently in the planning process. Market
evidence, however, suggests that two or three small projects, between 16 and 48 units
each would succeed in the study area either in the form of condominium or rental
housing.

The projections of demand presume that sufficient on site or nearby parking could be
accommodated for future developments.

The retail rental range in the Downtown area is $18-$35 per sq. ft. on NNN net terms.
The predominant range is $21-$25 per sq. ft.

Retail capitalization rates in the larger market in which Needham competes are between
6% and 9%, with most falling into the mid 7% range.

The office rental range in the Downtown area is $16-$35 per sq. ft. on gross plus tenant
electric terms. The predominant range is $19-$26 per sq. ft.

Office capitalization rates in the larger market are between 6.25% and 9.5%, with most
falling into the mid 7% range.

Residential rents in the larger market in which Needham competes are:

Class A: I1BR - $1,900/mo 2BR - $2,400/mo
Class B: IBR - $1,500/mo 2BR - $1,700/mo
Class C: 1BR - $950/mo 2BR - $1,350/mo

Residential multi family capitalization rates in the larger market are between 4.5% and
8.5%, with most falling into the mid high 6% range.



SCOPE OF THE MARKET STUDY: Christopher H. Bowler, MAI, SRA and Jonathan
H. Avery, MAI, CRE inspected the Downtown Needham study area several times, most recently
June 4 & 8, 2007.

In addition to the inspections Mr. Bowler and Mr. Avery:

e Reviewed specific parcel information and statistics for the Downtown Needham
study area provided by DiNisco Design and their consultants.

e Obtained information on retail and office properties for the entire Town of Needham
from the Assessors office.

e Reviewed the 14 meeting report minutes of the Needham Downtown Study
committee.

e Obtained and analyzed demographic data pertaining to the subject market area and all
of Needham.

e Surveyed the Downtown area, the Town of Needham, and the larger market in which
it competes to derive ranges for rents and capitalization rates for retail, office, and
residential (multi family) properties.

e Analyzed and reported all recent arms length sales of properties in the Downtown
study area.

e Obtained a list of recent, active, and proposed development activity in the Town of
Needham from the Planning Department and the Board of Appeals.

e Reviewed and analyzed all of the data and made projections for demand over the next
5 years for retail space, office space, and housing units in the Downtown study area.

The results of these discussions and data gathering are presented in the attached report.

EFFECTIVE DATE OF MARKET STUDY

The effective date of this study is June 4, 2007. All data, analysis and conclusions are
based upon facts in existence as of this date.

INTENDED USE AND USER OF REPORT

This market study is intended to provide DiNisco Design Partnership, representing the
Town of Needham, specific market information regarding the competitive environment, strength
of the market, rental and capitalization rate data, and supply and demand data in conjunction
with a plan to revitalize the Downtown area of Needham.



MARKET DESCRIPTION & IDENTIFICATION

The market being studied is Downtown Needham, Massachusetts. The downtown is
centered around the intersection of Great Plain Ave (Route 135), Highland Ave, Chestnut Street
and Dedham Ave. The study area is a narrow corridor, that extends 1 mile between the campus
of Needham High School to the north and the Needham Junction MBTA commuter rail station to
the south; and 0.40 miles between the post office property on Great Plain Ave to the west to the
Pickering Street intersection to the east. A map showing the boundaries of the study area can be
found in the Addenda to this report.

The downtown study area, exclusive of hospital facilities, includes 136 parcels of land
with 67+/- acres, improved with 1.66+/- million square feet of building area. Of the total
building area, approximately 733,000 square feet is retail space and 350,000+/- square feet is
office space. Buildings in the downtown are generally older (50+ years), one and two story
structures, many of which are on parcels of land with insufficient on site parking. Most
properties are in average to good overall condition.

There are two MBTA commuter rail line stations in the Downtown. One is at the very
southern end of the district at the intersection of Junction and Chestnut Streets (Needham
Junction). The other is off of Chapel Street closer to the center of Downtown (Needham
Center). The Needham Line travels to South Station in Boston and back several times per day
with 8-9 stops in between. There is parking available at each station (173 and 36 spaces respectively)
for a charge in addition to the train fare.

There are two municipal parking lots in the Downtown, one off of Chestnut Street (182
spaces) and one off of Chapel Street (133 spaces).

Beth Israel Deaconess-Needham Medical Center is within the study area at 148 Chestnut
Street. This is a 41 bed acute care facility, with 24 hour emergency room services that has
served the towns of Needham, Dover, Dedham, Westwood, and Medfield for more than 80 years.

General Economic Conditions

It is necessary to have an idea of current and expected economic condition when
projecting current and future demand for retail, office, and housing space in the subject market
area. With that in mind, we have examined the following economic indicators:



EMPLOYMENT SITUATION

Bos-Camb-
Norfolk Quincy
Unemployment Needham County NECTA Mass.
Apr-07 2.8% 3.7% 4.0% 4.6%
Mar-07 2.8% 3.9% 4.3% 4.4%
Apr-06 3.1% 4.2% 4.4% 4.9%
Bos-Camb-
Norfolk Quincy
# Employed (000's) Needham County NECTA Mass.
Apr-07 13.81 343.53 2,356.98  3,242.20
Mar-07 13.86 344.77 2,364.77  3,254.40
Apr-06 13.68 340.56 2,338.58  3,230.50

(Source: Mass Department of Employment & Training)

New
Jobs Unempl.
United States Created Rate
Apr-07 88,000 4.5%
Mar-07 177,000 4.4%
Feb-07 90,000 4.5%
Jan-07 162,000 4.6%
Dec-06 206,000 4.5%
Nov-06 154,000 4.5%
Oct-06 86,000 4.4%
Sep-06 203,000 4.6%
Aug-06 230,000 4.7%
Jul-06 123,000 4.8%
Jun-06 134,000 4.6%
May-06 100,000 4.7%

146,083 (Per month average over past 12 months).

(Source: US Bureau of Labor Statistics)



CONSUMER CONFIDENCE

National

2007 May-07 108.0
Apr-07 106.3

Jan-07 110.2

2006 Oct-06 105.1
Jul-06 107.0

Apr-06 109.8

Jan-06 106.8

2005 Oct-05 85.2
Jul-05 103.6

Apr-05 97.5

Jan-05 105.1

2004 Oct-04 92.9
Jul-04 105.7

Apr-04 93.0

Jan-04 96.8

2003 Oct-03 81.1
Jul-03 76.6

Apr-03 81.0

Jan-03 78.8

(Source: The Conference Board)

STOCK MKT & INTEREST RATE TRENDS

Closing
Price
1-Jan-07
Dow Jones Industrial 12,463.10
S&P 500 1,418.30
NASDAQ 2,415.30
10 Year Treasury 4.71%

The U.S. Economic Forecast

Updated: April 30, 2007 by the Conference Board

2007

1Q*
Real GDP 1.3
CPI Inflation 4.1
Real Consumer Spending 3.8
Unemployment Rate (%) 4.5
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The first 3 charts show employment, consumer confidence, and stock market trends over
the past 6-36 months. In short, we have moderate job growth, a fairly confident consumer and a
‘red’ hot stock market.

The fourth chart, provided by the Consumer Confidence Board, projects interest rates and
unemployment rates for the next 18 months.

In short, current economic conditions are positive, and the short term future conditions
are forecast as positive as well. While interest rates are forecast to rise slightly, unemployment
is expected to stay at historical lows. There are no ‘storm clouds’ seen in the near future for the
economy.

Recent Downtown Study Area Sales Activity

We searched for recent sales of properties in the Downtown Study area. A summary of
these sales can be found below. The reason for researching and analyzing sales is to gauge the
market’s ‘opinion’ of the downtown area.

IMPROVED PROPERTY SALES

Rentable Price Indicated

Sale Sale Site Building Per Cap
Address Price Date Size (sf) Area(sf) SqFt Rate(Ro) Comments

1. 18-24 Chestnut St $1,175,000 28-Jun-06 5,663 9,224 $127 7.90% Brick, 2 story office abutting municipal parking; was
35% vacant at sale.
2. 1233 Highland Ave  $1,850,000 10-May-04 24,110 17,051 $108 7.56% Two level, brick, multi tenant office building. Class C.

3. 905 Great Plain Av  $1,050,000 14-Nov-05 6,534 4,747 $221 n/a Single story brick retail strip; corner of Pickering.

4. 380 Chestnut St $1,350,000 18-Oct-05 21,100 8,272 $163 n/a Single story masonry building housing YMCA. Likely
a future re-development site.

5. 13 Highland PI $375,000 13-Jan-06 4,791 2,312 $162 n/a 2 story, wood frame converted house occupied by
day spa.

6. 14-16 Eaton Sq $850,000  12-Apr-07 3,672 3,772 $225 n/a Brick, 2 story office off of Great Plain Ave, abutting
MBTA parking lot.

7. 105-28 Chestnut $199,000  06-Oct-05 n/a 868 $229 n/a Office condo in Chestnut Green.

LAND/RE-DEVELOPMENT SITE SALES

Sale Sale Site $/Sq Ft
Address Price Date Size (sf) of Land Comments
1. 916 Great Plain Av  $1,438,000 06-Feb-07 20,139  $71.40 Theatre Block property with frontage on both GPA
and Dedham. The 3,900 sf building likely to be razed
or re-built/gut renovated.
2. 392 Chestnut St $1,334,025 02-Jul-04 32,060 $41.61 Corner site. A 9,939 sf brick office nearing comp. A
14,24 Junction St 14,000+ sf portion of site remains for expansion/pking.
3. 380 Chestnut St $1,350,000 18-Oct-05 21,100  $63.98 Included as building sale above. YMCA exists on site.

Primary reason for purchase was for land.

The improved property sales are of generally older buildings on smaller parcels of land.
Despite these flaws, the prices paid per sq. ft. are generally quite high. The indication is that the
location within Needham is driving the prices high, not the condition or the quality of building.



Development Activity

The following is a list of recent, active, and proposed development activity in all of
Needham. This list is needed to properly project the residual demand that can be captured in the
subject area. For example, if our analysis shows a demand for 100,000 square feet, but 30,000
square feet has been approved and is about to be built, then the actual demand left for the subject
area is 70,000 sq. ft..

The following list was derived via discussion with the Town of Needham Planning
Department and the Zoning Board of Appeals:

Address Plans Status Location in Town

392 Chestnut St & Develop 9,939 sf, 2 story office 80% complete Downtown

14, 24 Junction St building.

916 Great Plain Ave Possible re-development of former Preliminary Downtown
theatre with retail & resi. stage of planning

868 Highland Ave New 7,853 sf building w/ retail on Approvals Avery Sg/Needham Heights
first floor, resi on 2nd floor. Pending

Chestnut/Junction New YMCA; Multi purpose facility Preliminary Downtown

stage of planning

1110 Great Plain Ave  Re-develop wood frame building 90% complete Downtown
into 15,755 sf of retail/residential

1000 Highland Ave Re-developformer Zathmary's Under Avery Sg/Needham Heights

property into Citibank branch + Construction
100-120 Highland Av  New 24,000 sf "Gateway Shops" Complete in '06. Highland Corridor-Newton line

retail. Now 65% leased.
300 Second Ave 350 rental units via Chapter 40B. Approvals NE Business District

Pending
RETAIL MARKET
CURRENT CONDITIONS

SUPPLY/DEMAND FORECAST
Broader Retail Market

The Greater Boston retail market improved in 2006 vs. 2005, both in terms of occupancy
and rental rates. The overall ‘west’ market, where Needham is located per Keypoint Partners, is
5% vacant as of the 1* quarter of 2007.

National retailers, despite the low population growth, are enthralled with the Greater
Boston area because of the very high income levels vs. the rest of the nation. Over the next five
years, new retail space deliveries are expected to amount to 1% of existing inventory per year
per Property Portfolio Research, Inc. The new construction will come mainly in the form of new
‘lifestyle’ centers. The 1% construction forecast is 2 of the historical average of 2% for the
Greater Boston area.



From an investors viewpoint the retail market in Greater Boston is as attractive as ever.
Properties anchored by a major grocery store are the most sought after by investors. But
virtually any property with a quality rent roll has several suitors if placed on the market. The
result has been a plummeting in capitalization rates as investors are willing to accept lower
returns to secure the property.

A summary of some actual capitalization rates from sales of retail properties in the
general area over the past 3 years are as follows:

Capitalization Rates

Property Sale Sale Indicated Tenant
Address Type Price Date Cap Rate Quality
27 Wexford St, Needham Retail $ 700,000 30-Aug-04 6.20% Good
211,321 Alewife Brook, Cambridge Retail $ 11,850,000 5-Feb-07 5.57% Excellent
532-546 Main St, Melrose Retail $ 1,425,000 5-Feb-07 8.22% Average
2344-50 Mass Ave, Cambridge Retail $ 1,245,000 16-Feb-07 8.80% Average
48-50 Central Street, Wellesley Retail $ 11,600,000 26-Oct-04 6.40% Excellent
41 Waltham Street, Lexington Ret/Office $ 3,125,000  3-Oct-05 6.34% Aver-Good
41 Waltham Street, Lexington Ret/Office $ 2,475,000 28-Jan-04 7.75% Aver-Good
880-90 Rte 1, Dedham Retail $ 4,200,000 10-Nov-04 9.00% Average
75 Newbury St, Rte 1, Danvers Retail $ 6,020,000 26-Jun-06 7.70% Aver-Good
733 Turnpike St, N. Andover Retail $ 3,400,000 19-Oct-05 7.13% Aver-Good
75 Spring St, Shaws Plaza, W. Roxbury Retail $ 22,800,000 8-Oct-04 6.90% Excellent
Taunton Crossing,9 Mozzone Blvd, Taunton Retail $ 18,280,000 1-Jul-06 7.00% Excellent
Brookside Shops, Acton Retail $ 27,850,000 5-Jan-06 6.19% Excellent
Burlington MarketPlace, Burlington Retail $ 10,900,000 22-Sep-04 7.10% Good
318-20 Main St, Malden Retail $ 7,650,000 12-Apr-05 6.42% Excellent
630-650 Boston Post Rd, Marlboro Retail $ 4,140,000 14-Oct-05 7.22% Aver-Good
Shops @ Solomon Pond Retail $ 26,375,923 22-Jan-04 6.80% Excellent
Heritage at Burlington, Burlington Retail $ 26,000,000 8-Dec-04 7.75% Good
94-98 Commonwealth, W. Concord Ret/Office $ 1,700,000  8-Dec-05 5.98% Aver-Good
Stow Shopping Center Retail $ 12,300,000 24-Feb-05 8.13% Aver-Good
Centre St. Village, Danvers Retail $ 4,375,000 18-May-04 8.80% Average

Low High Average

Korpacz National Strip Centers Retail 5.80% 9.00% 7.38% 1Q/2007

Downtown Needham Market

The Downtown Needham retail market consists of approximately 733,000 sq. ft. of
mainly class B and C space. Generally, properties tend to have very limited on site parking, if
any. Despite these drawbacks, occupancy in the area is quite high. Based upon our survey, we
found just 12,000+/- sq. ft. that is physically vacant. We found another 10,000+/- sq. ft. that was
expected to come on the market in the next few months. Retail vacancy/availability is estimated
at slightly under 4%.

The retail rental range in the Downtown area is $18-$35 per sq. ft. on NNN or fully net
terms. The predominant range is $21-$25 per sq. ft.



Demand/Supply Forecast

The best way to forecast current and future retail demand is by looking at spending
patterns. Below are statistics from ESRI and the Census Bureau pertinent to a 3 mile ring around
the Downtown Needham study area.

Places: 3 Mile Radius; Intersection Great Plain Ave/Chestnut St
Summary Demographics

Year End 2006 Total Population (Current) 52,514 Year End 2011 Total Population (5 yr frcst) 53,118
Households 18,784 Households 19,065
Year End 2006 Median Household Income $ 122,507 Year End 2011 Median Household Income $ 153,878
Year End 2006 Median Disposable Income $ 84,082 Year End 2011 Median Disposable Income * $ 105613
Year End 2006 Per Capita Income $ 63,669 Year End 2011 Per Capita Income * $ 79,973
Industry Summary Supply Demand
(Retail Sales) (Retail Potential) Retail Gap

Total Retail Trade & Food & Drink $ 743,372,340 $ 1,246,467,362 $ 503,095,022
Total Retail Trade $ 637,171,102 $ 1,067,789,571 § 430,618,469
Total Food & Drink $ 106,201,238 $ 178,677,791 $ 72,476,553
Industry Group
Motor Vehicle & Parts Dealers $ 126,198,899 $ 288,500,580 $ 162,301,681
Furniture & Home Furnishings Stores $  28,049370 $ 56,373,208 $ 28,323,838
Electronics & Appliance Stores $ 82,311,373 $ 41,825,865 $ (40,485,508)
Bldng Materials, Garden Equip & Supply $ 21,847,309 $ 44,332,125 $ 22,484,816
Food & Beverage Stores $ 129,350,483 $ 241,061,648 $ 111,711,165

Grocery Stores $ 118,894,074 $ 210,036,622 $ 91,142,548

Specialty Food Stores $ 1,524,524 $ 6,977,148 $ 5,452,624

Beer, Wine & Liquor Stores $ 8,931,885 $ 24,047,878 $ 15,115,993
Health & Personal Care Stores $ 73028937 $ 62,277,289 $ (10,751,648)
Gasoline Stations $ 23,983,048 $ 102,422,489 $ 78,439,441
Clothing & Clothing Accessories $ 23,269,143 $ 91,794,253 $ 68,525,110
Sporting Goods, Hobby, Book, & Music $ 38,272,241 $ 26,768,212 $ (11,504,029)
General Merchandise Stores $ 38390814 $ 57,463,046 $ 19,072,232

Department Stores $ 6,481,485 $ 29,805,759 $ 23,324,274

Other General Merchandise Stores $ 31909329 $ 27,657,287 $ (4,252,042)
Miscellaneous Store Retailers $ 18,856,479 $ 24,987,750 $ 6,131,271
Non Store Retailers (Electronic Shopping) $ 33,613,006 $ 29,983,106 $ (3,629,900)
Food Services & Drinking Places $ 106,201,238 $ 178,677,791 $ 72,476,553

* The projected median household income for year end 2011 is from ESRI forecasts. The estimates for
year end 2011 median disposable income and per capita income are made by Avery Associates using

the current ratios multiplied by the 2011 median HH income.

Within the 3 mile ring around the intersection of Chestnut Street and Great Plain Ave,
there are 18,784 households. The median household income is $122,507 and is projected to
grow to $153,878 in 5 years. The estimated amount of existing retail space within the 3 mile
ring is 1,700,000 square feet based upon a review of retail sales and sales per square foot data
per the Urban Land Institute’s Dollars and Cents of Shopping Centers.

The Downtown Needham market contains 733,000 sq. ft. which is 43% of the larger 3
mile radius market.



The column above marked ‘Supply’ reports the amount of retail purchases broken down
into categories for the most recent calendar year in the existing 1,700,000 square foot, 3 mile
radius market. The column marked ‘Demand’ reports the amount of retail spending by the
population living within the 3 mile radius. Per this data, ‘Demand’ outstrips ‘Supply’ by
$503,095,022. This means that the population in the 3 mile radius market is spending
$503,095,022 on goods and services outside of the area. This number suggests that there is
demand for retail space here that outstrips the current supply.

We have eliminated certain categories above, where demand exists, that just wouldn’t
“fit’ in the 3 mile radius market. This includes most all automotive sales and services uses.
These type of retailers need multi acre parcels which just aren’t available in the 3 mile radius
market. The result is a potential demand from excess retail sales of $407,164,426.

We now convert this excess spending into retail space. Dollars and Cents of Shopping
Centers published by the Urban Land Institute, suggest that average retail sales per sq. ft. for
neighborhood shopping centers in the Northeast, adjusted for inflation, are approximately $435.
Taking the excess sales figures and dividing by the $435 translates into a total demand for retail
space in the 3 mile radius market of 936,010 sq. ft. At 43% of the larger 3 mile radius market,
the subject, Downtown Needham’s share of this excess demand is 403,586 square feet.

The 403,586 sq. ft. presumes that all dollars now being spent outside of the area by
residents of the area, will now be spent in the market if all 403,586 sq.ft. is built. This is not
realistic. Some residents will always choose to shop outside the area at a mall or outlet outside
of the area. Presuming that only 70-80% of the demand could actually be captured, the amount
of excess demand at present for the Downtown Needham market is estimated at 300,000 sq. ft.
The calculations are as follows:



DOWNTOWN NEEDHAM EXISTING RETAIL DEMAND POTENTIAL

Supply Demand
Industry Group (Retail Sales) (Retail Potential) Retail Gap
Furniture & Home Furnishings Stores $ 28,049,370 $ 56,373,208 $ 28,323,838

Bldng Materials, Garden Equip & Supply $ 21,847,309 $ 44,332,125 $ 22,484,816
Food & Beverage Stores
Grocery Stores $ 118,894,074 $ 210,036,622 $ 91,142,548
Specialty Food Stores $ 1,524,524 $ 6,977,148 $ 5,452,624
Beer, Wine & Liquor Stores $ 8,931,885 $ 24,047,878 $ 15,115,993
Gasoline Stations $ 23,983,048 $ 102,422,489 $ 78,439,441
Clothing & Clothing Accessories $ 23,269,143 $ 91,794,253 $ 68,525,110
General Merchandise Stores $ 38,390,814 $ 57,463,046 $ 19,072,232
Miscellaneous Store Retailers $ 18,856,479 $ 24,987,750 $ 6,131,271
Food Services & Drinking Places $ 106,201,238 $ 178,677,791 $ 72,476,553
Total Retail Gap for 3 Mile Radius $ 407,164,426
Existing Retail Square Feet in 3 Mile Radius 1,700,000
Existing Retail Square Feet in Downtown Needham 733,000
Downtown's % of Larger Market 43%
Potential Demand for Retail Space in 3 Mile Radius (sq ft) 936,010

(Using $435 for sales per sq ft from "Dollars & Cents
of Shopping Centers" - Urban Land Institute)
Downtown's Current Pro Rata Share of Existing Demand (sq ft) 403,586 sq ft is maximum amount of demand if
Downtown captures its current pro rata
share of the larger 3 mile radius market.

Assuming 75% Capture of its Current Share 302,689
ROUNDED 300,000 sq ft is reasonable given trend of very litttle new
retail development in downtown in past
20 years.

This means that in addition to the existing 733,000 sq .ft. of retail space in the downtown
market, spending patterns suggest that an additional 300,000 sq.ft. is in demand.

Over the next five years, the population in the area is projected to increase by 1.15%.
The median household income is projected to increase 25.61%. Adjusting the existing retail gap
by these figures translates into 1,054,149 square feet of excess demand assuming an inflation
adjusted sales per sq. ft. of $500. If we subtract the current excess demand of 936,010 sq. ft.
from 1,054,149 we come to 118,139 sq. ft. of demand in 5 years. We offset this figure with
expected new construction deliveries of 1% of existing inventory per year. The excess demand
in 5 years in the 3 mile radius market is 33,139 sq. ft. Multiplying the subject’s 43% share by
this figure results in a demand in 5 years in the Downtown Needham market at 10,000 sq. ft.
(rounded).

These calculations are shown below:



DOWNTOWN NEEDHAM RETAIL DEMAND POTENTIAL- 5 Year Forecast

Existing Retail Square Feet in 3 Mile Radius 1,700,000
Existing Retail Square Feet in Downtown Needham 733,000
Downtown's % of Larger Market 43%
Projected Increase in Population in 3 Mile Radius in 5 Yrs 1.15%
Projected Increase in Median HH Income in 3 Mile Radius in 5 Yrs 25.61%
Existing Total Retail Gap for 3 Mile Radius $ 407,164,426
Projected Total Retail Gap for 3 Mile Radius in 5 Years $ 527,074,349
Potential Demand for Retail Space in 3 Mile Radius (sq ft) in 5 Yrs 1,054,149

(Using $500 for sales per sq ft from "Dollars & Cents
of Shopping Centers" - Urban Land Institute)

Existing Demand for Retail Space in 3 Mile Radius (sq ft) 936,010
Change in Demand in 5 Years for 3 Mile Radius 118,139
less
Anticipated Supply Additions at 1% of Existing Inventory/Year 85,000
Excess Demand in 5 Years for 3 Mile Radius 33,139
Downtown's Pro Rata Share of Excess Demand (sq ft) 14,289 sq ft is maximum amount of excess demand

if Downtown captures its current pro rata
share of the larger 3 mile radius market.

Assuming 75% Capture of its Current Share 10,716
ROUNDED 10,000 sq ft is reasonable given trend of very litttle new
retail development in downtown in past
20 years.

In summary, the total amount of additional demand for retail space in the Downtown
Needham market between over the next five years is 310,000 sq. ft.



OFFICE MARKET
CURRENT CONDITIONS
SUPPLY/DEMAND FORECAST

Broader Office Market

In terms of rental rates and occupancy the regional office markets continue to slowly
recover from a downturn that began in late 2000, following the crash of the ‘dot.com’ industry
and the effects of the 9/11/01 terrorist attacks.

A stabilization and a tepid recovery of the markets began in 2003. Rental rates increased
from this point through most of 2004, stagnated for two years, and are once again on the
upswing. In certain sectors of the suburban market, most notably Waltham, new construction
has begun to occur.

The following is a summary of regional vacancy surveys completed by local full service
brokerage firms, for the office market in the Route 128/Mass Pike suburban market of which
Needham is a part:

1st Quarter 2007
Route 128/Mass Pike - Office
Average
Asking
Source Vacancy % Available % Rent per s/f **
CB Richard Ellis 13.60% 16.80% $27.63
Cushman-Wakefield 10.30% 12.10% $35.23
Richards, Barry, Joyce 14.70% 17.80% $27.31
Jones, Lang, LaSalle 9.10% 14.00% $28.28
CoStar 11.00% 14.00% AR $25.99
Average of Surveys 11.74% 14.94% $28.89

(** The average asking rents are quoted gross exclusive of tenant electricity).
(M The CoStar survey includes the Town of Needham only).

While the demand to /lease space over the past few years has been ‘tepid’, the demand to
purchase well located properties has been nearly insatiable. Investors seeking income producing
properties, armed with what seems like an endless supply of capital have pushed prices up and
capitalization rates way down. This is for all sectors of the commercial markets including office,
flex, industrial, retail, and apartments.

A summary of some actual capitalization rates from sales of office properties in the
general area over the past 3 years are as follows:



Capitalization Rates

Property Sale Sale Indicated  Building

Address Type Price Date Cap Rate Class
464 Hillside Ave, Needham Office $ 10,100,000 17-Nov-06 7.10% A
18-24 Chestnut St, Needham Office $ 1,175,000  28-Jun-06 7.90% C
1233 Highland Ave, Needham Office $ 1,850,000 10-May-04 7.56% C
75 Second Ave, Needham Office $ 22,000,000 16-Nov-06 7.13% A
554 Clark Rd, Tewksbury Off-Ind $ 10,852,500 16-May-07 7.80% B/C
117 Kendrick St, Needham Office $ 37,500,000 19-Apr-05 7.50% A
1432 Main St, Waltham Office $ 21,000,000 15-Mar-07 6.95% A
725 Canton St, Norwood Office $ 6,200,000 12-Apr-07 7.80% B
233 Needham St, Newton Office $ 11,500,000 24-Jan-07 6.70% A
100 Technology Dr, Stoughton Office $ 45,500,000 20-Mar-07 6.21% A
980-90 Washington St, Dedham Office $ 20,500,000 6-Feb-07 8.12% B
Great Woods Pk, Mansfield Office $ 6,764,000 23-Mar-07 8.20% B
Turnpike Road, N. Andover Office $ 11,700,000 19-Dec-06 7.60% B
4, 5 Cambridge Center, Cambridge Office $ 151,000,000 29-Nov-06 6.20% A
321 Commonwealth, Wayland Office $ 5,900,000 19-Oct-06 9.50% B/C
Campus Dr, Marlboro Office $ 113,716,000 22-Sep-06 6.19% A

2 Hampshire St, Foxboro Office $ 19,250,000 14-Apr-05 7.52% B
950 Winter Street, Waltham Office $ 272,500,000 21-Jan-05 6.80% A

Low High Average

Korpacz National Suburban Office Office 5.00% 10.50% 7.65% 1Q/07
Korpacz Boston Office Mkt Office 5.50% 10.25% 7.57% 1Q/07

Those purchasing commercial properties for owner occupancy have also pushed prices
higher, aided by historically low commercial loan rates.

We have tracked a number of ‘repeat sales’ of office properties in suburban Boston
between 2000 and the present; properties which have sold two or more times in this period, and
found appreciation rates ranging from 3.8% to over 30% annually. In some cases, the
extraordinary increase in price between the oldest and most recent transaction has been due to a
significant increase in occupancy. However, even in cases where nothing has changed with the
property between sales, positive appreciation is clearly indicated.

Downtown Needham Market

In all of Needham, there is 3,152,045 sq. ft. of class A, B, and C office space per
assessors records. The Downtown Needham office market consists of approximately 350,000 sq.
ft. of mainly class B and C space, or 11.10% of the town’s total. Properties tend to have very
little on site parking, if any. Much of the space is on the 2" and 3™ floors of buildings with
retail on the first level. A significant portion of the office space on Chestnut Street is occupied
by doctors and medical specialists affiliated with the nearby Beth Israel Deaconess-Needham
hospital.

e Office vacancy/availability is approximately 5%.

e The office rental range in the Downtown area is $16-$35 per sq. ft. on gross plus tenant
electric terms. The predominant range is $19-$26 per sq. ft.



Demand/Supply Forecast

Whereas retail spending trends are the primary driver for forecasting demand for retail
space, job and population growth are the main drivers for the future demand of office space. But
more specifically, job growth for which use of office space is likely.

Per our ESRI workforce projections, the total number of new workers in Needham over
the next 5 years is 132. Of this total, 103 are projected to be in industries likely to use office
space. Multiplying this by the typical amount of square feet used per office worker per BOMA
standards, the total demand for office space in all of Needham over the next five years is 30,888.
The downtowns’ pro rata share is 3,430 sq. ft.

On top of the 3,430 sq. ft., per our discussions with professionals representing BID-
Needham, they would lease an additional 30,000 sq. ft. of office space for physicians right now
in the Downtown if they could. They have already committed to lease the entire new 10,000 sq.
ft. being built at 392 Chestnut Street by Petrini Corp.

BID-Needham, with their planned ‘Phase I’ expansion, indicates that will create demand
for an additional 30,000 sq. ft. of office space.

Therefore in summary, between now and 5 years hence, we have demand of 3,430 sq. ft.
from projected job growth; 30,000 sq. ft. of current demand from BID-Needham; a projected
30,000 sq.ft. of additional demand for office space with the Phase I expansion at BID-Needham.
This indicated demand is offset with the expected delivery of 10,000 sq. ft. of new space at 392
Chestnut Street in the coming weeks. This leaves a total demand between now and 5 years of
50,000 sq. ft. of additional office space in the Downtown. The calculations are as follows:

DOWNTOWN NEEDHAM OFFICE DEMAND POTENTIAL- 5 Year Forecast

Existing Office Space, All Classes, in Needham 3,152,045
Existing Office Square Feet in Downtown Needham 350,000
Downtown's % of Larger Market 11.10%
Existing Workforce in Needham 13,158
% in Industries Using Office Space 78%
Projected Increase in Needham Workforce in 5 Years 132
# of New Workers Using Office Space 103
Potential Sq Ft of New Demand for Office Space in All of Needham in 5 30,888
Years (office workers x 300 per sq ft)
Downtown's Pro Rata Share of Potential New Demand (sq ft) 3,430
plus
Existing Excess Demand for Office Space from BID/Needham Hospital (sq ft) 30,000
Projected Additional Demand Assuming Phase | Expansion in 2-4 yrs (sq ft) 30,000
less
Anticipated Downtown Deliveries of Office Space (sq ft) 10,000
Projected Excess Downtown Demand for Office Space in 5 Years (sq ft) 53,430

ROUNDED 50,000



HOUSING MARKET
CURRENT CONDITIONS
SUPPLY/DEMAND FORECAST

Broader Housing Market

There is no doubt the housing market in the Greater Boston area is in a down period.
Between 1998 and 2004 the market was characterized by rising prices, high demand and few
properties on the market for sale. Beginning in the 2" and 3" quarter of 2005 the market simply
began to run out of gas. Between then and now there have been endless stories in the media
about the market. Some project a true crash in prices. Other stories suggest the market has
already turned the corner. The truth is that sales volume did decline drastically in *05 and *06
versus '04. Prices have declined, but not drastically.

The following statistics from the Office of Federal Housing Enterprise Oversight suggest
a modest downturn in prices in most sectors of Massachusetts, including the Cambridge-Newton-
Framingham MSA where Needham is located:

OFHEO HOUSING PRICE INDEX

Last

Quarter Last Last

Q1/2007 1 Year 5 Years
Boston-Quincy MSA -0.66% -1.32% 43.71%
Camb-Newton-Framingham MSA -0.31% -0.50% 33.86%
Springfield, MSA -0.73% 2.71% 58.21%
Worcester MSA -1.10% -1.10% 44.70%
Massachusetts -0.47% -0.56% 43.52%

(Source: Office of Federal Housing Enterprise Oversight)

In terms of just Needham, the following statistics from MLS indicate that the housing
market may have indeed turned the corner. The number of listings is down, prices are up, and
pending sales activity is up from one year earlier:



VOLUME OF SALES/LISTINGS TRENDS PRICE TRENDS
% Average %
ACTIVE LISTINGS # Change Price Change
Current Supply of SF Homes (5/29/2007) Needham 134 Down -25.14% $ 976,040 Up 5.61%
Supply of SF Homes 1 Year Ago (5/29/2006) Needham 179 - $ 924,162 - = -
Current Supply of Condo Units (5/29/2007) Needham 44 Up 62.96% $ 533,061 Down -1.13%
Supply of Condo Units 1 Year Ago (5/29/2006) Needham 27— $ 539,151 -
PENDING SALES
# of SF Homes; Went Under Agrmnt; (5/30/06 - 5/29/07) Needham 364 Up 5.51% $ 870,855 Up 3.18%
# of SF Homes; Went Under Agrmnt; (5/30/05 - 5/29/06) Needham 345 - - $ 844,032 @ - = -
# of Condo Units; Went Under Agrmnt; (5/30/06 - 5/29/07) Needham 44 Up 2.33% $ 569,104 Up 3.34%
# of Condo Units; Went Under Agrmnt; (5/30/05 - 5/29/06) Needham 43— $ 550,713  —— = -
CLOSED SALES
Total Closed Sales of SF Homes (5/30/06 - 5/29/07) Needham 323 Up 12.15% $ 767,527 Down -2.16%
Total Closed Sales of SF Homes (5/30/05 - 5/29/06) Needham 288 @ - $ 784,508 - @
Total Closed Sales of Condo Units (5/30/06 - 5/29/07) Needham 36 Down -2.70% $ 545,643 Up 0.20%
Total Closed Sales of Condo Units (5/30/05 - 5/29/06) Needham 3y — — $ 544,577  ——
SOURCE: MLS Statistics

Multi Family Market

The multi family investment market, like that of the retail and office markets, has also
been quite healthy and characterized by rising prices and declining capitalization rates.
However, in the case of multi family properties, cap rates are even lower than that of retail and
office, overall.

Property  # of Sale Price Per Sale Indicated  Condition Year
Address Class Units Price Unit Date Cap Rate At Sale Built
66-108 Devir, Malden B 118 $§ 17,882,000 $ 151,542 6-Mar-07 6.35% Aver-Good 1978
37 Peach Orchard, Burlington A/B 312 $ 71,700,000 $ 229,808 20-Mar-07 5.65% Good 1988
1 Walnut Terr, Newton C 12 3 2,300,000 $ 191,667 29-Jan-07 7.25% Average 1910
605 Broad St, Weymouth B 39 $ 4485000 $ 115,000 30-May-06 6.35% Aver-Good 1975
1861-67 Middlesex St, Lowell C 60 $ 4875000 $ 81,250 26-Apr-06 6.98% Aver-Good 1968
47 Princeton St, Leominster C 120 $ 9,375,000 $ 78,125 12-Sep-06 7.30% Aver-Good 1971
265 3rd St, Cambridge A 186 $ 66,000,000 $ 354,839 30-Nov-05 4.95% Excellent 1998
500 Broadway, Malden A 295 $ 55,400,000 $ 187,797 28-Feb-05 5.80% Excellent 2000
Fairhaven Gardens, Concord A 42 $ 10,000,000 $ 238,095 11-Aug-05 7.71% Excellent 2004

Low High Average

Korpacz National Apartment AB 3.50% 8.00% 5.89% 1Q/2007

Downtown Needham Market

There is scant housing supply in the Downtown Needham study area. Per assessors
records there are approximately 70 units. This includes a newer, 28 unit apartment complex at
141 Chestnut Street reserved for adults 55+ years in age, and a 6 unit moderate income condo
development off of Junction Street. Both developments were constructed in 2000-2001. The
lack of housing in the Downtown is not necessarily a function of market conditions, but rather
the history of zoning in the area.

Of the 70+/- housing units in the downtown area, only 3-4 were vacant or available.
Unlike the retail and office sectors, there simply is not a sufficient pool of Downtown

rental activity to provide a range for this location. Residential rents in the larger market in which
Needham competes are:



Class A: I1BR - $1,900/mo 2BR - $2,400/mo
Class B: IBR - $1,500/mo 2BR - $1,700/mo
Class C: 1BR - $950/mo 2BR - $1,350/mo

Demand/Supply Forecast

Based upon a review of existing market conditions it is our opinion that there is little to
no demand at present for new housing in Needham. The market is in balance.

Projected population growth/household formation is the primary driver for projected
future housing demand. The following summarizes the current and 5 year projection for all of
Needham:

Places: Town of Needham

Year Year
Census 2000 End 2006 End 2011

Number Percent Number Percent Number Percent
Total Housing Units 10,846 100% 10,991 100% 11,170 100%
Occupied 10,612 97.8% 10,681 97.2% 10,821 96.9%
Owner 8,587 79.2% 8,758 79.7% 8,876 79.5%
Renter 2,025 18.7% 1,923 17.5% 1,945 17.4%
Vacant 234 2.2% 310 2.8% 349 3.1%

The projections indicate a total of 143 owner occupied and 31 rental units (total) over 5
years. This relatively low population/household growth projection is not unique to Needham.
Demographers simply consider most municipalities along and inside the Route 128 built of
Greater Boston at, or near a maximum buildout situation.

Moving forward in our demand projections, we now need to offset the projected demand
with pending supply. Based upon the records of the planning department in Needham, at least
375 new rental units are in the pipeline in town and 150 new owner occupied housing units can
be expected based upon recent trends. We can also expect some demolitions to reduce existing
supply. There were 25 in 2006 alone.

Starting with this the projected demand, then subtract pending supply and adding
expected demolitions, the projected need for housing in Needham over the next five years is
actual negative. The calculations are as follows:



DOWNTOWN NEEDHAM RESIDENTIAL HOUSING DEMAND POTENTIAL- 5 Year Forecast

Existing Housing Units in All of Needham 10,991
Owner 8,758
Renter 1,923
Vacant 310
Projected Housing Units in Needham in 5 Years 11,170
Owner 8,876
Renter 1,945
Vacant 349

Existing Demand for Housing Units

Owner Occupied none, in balace
Rental none, in balace
Demand for Housing in 5 Year in All of Needham
Owner Occupied 143 units
Rental 31 units
less
Pending Supply of Owner Occupied Units (estimated) 150
Pending Supply of Rental Units (estimated) 375
plus
Projected Demolitions (25 per year) 125
Residual Demand for Housing in 5 Years in All of Needham (288)

Downtown Needham Share 0



To this point in the analysis, we have followed traditional numerical models of projecting
demand for real estate. However, based upon our observations in the market, we simply don’t
believe that there will be negative demand for housing in Needham over the next 5 years.

We have observed several new developments, in downtown areas near commuter rail
lines, within towns with similar low growth projections to Needham, succeed over the past few
years. Station Crossing in Melrose and Wakefield Crossing in Wakefield are but two. These are
48 and 164 unit condominium developments near MBTA commuter rail lines respectively. The
former sold out in 2005. The latter is near sellout and has garden style units priced from the mid
$300,000 range to over $500,000. This development has been selling out despite tough market
conditions. The development appeals to both young professionals seeking convenience to the
MBTA and major highways, and the 55+ buyer that wants new construction and convenience to
downtown attractions. We are certain that a limited number of small to mid scale projects in
Downtown Needham would enjoy similar success.

In summary, while statistical evidence suggests that any demand for future housing in
Needham and the Downtown area will be satisfied with projects currently in the planning
process, market evidence suggests that two or three small projects, between 16 and 48 units each
would succeed in the Downtown area either in the form of condominium or rental housing.



CERTIFICATION

We certify that, to the best of our knowledge and belief:

e the statements of fact contained in this report are true and correct.

e the reported analyses, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions, and are our personal, impartial, and
unbiased professional analyses, opinions, conclusions, and recommendations.

e we have no present or prospective interest in the property that is the subject of
this report, and we have no personal interest with respect to the parties involved.

e we have no bias with respect to any property that is the subject of this report or to
the parties involved with this assignment.

e our engagement in this assignment was not contingent upon developing or
reporting predetermined results.

e our compensation for completing this assignment is not contingent upon the
development or reporting of a predetermined value or direction in value that
favors the cause of the client, the amount of the value opinion, the attainment of a
stipulated result, or the occurrence of a subsequent event directly related to the
intended use of this appraisal.

e our analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the Uniform Standards of Professional Appraisal
Practice, where applicable.

e Christopher H. Bowler and Jonathan H. Avery have each made a personal
inspection of the property that is the subject of this report.

e no one provided significant real property consulting assistance to the persons
signing this certification.

Christopher H. Bowler, MAI, SRA Jonathan H. Avery, MAI, CRE
Massachusetts Certified General Massachusetts Certified General
Real Estate Appraiser #495 Real Estate Appraiser #26
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Downtown Study

DiNisca Design Partmershig

Needham, MA 11 June 2007
Start | Finish 2007
PROJECT SCHEDULE Date Date February March April May June July August September October November
TOWN MEETING 5/14/07 ¢
SPECIAL TOWN MEETING 11/5/07 May 9, 14 & 16 € Mon, Nov5
10 % SURVEY OF EXISTING CONDITIONS 2/21/07 | 4/8/07 S
Existing Land Use
Ownership Patterns
Visual Assessment of Building Conditions
Traffic, Parking and Streetscape
Market Trends
Committee Meeting 2/28/07 @ Wed, Feb 28 |AM |
10% IDENTIFICATION OF COMMUNITY GOALS | 2/21/07 | 2/23/07 .
Committee Meeting 4/4/07 @ Wed, Apr4 HDW Review of Vision & Existing Conditions
25% CONCEPT DEVELOPMENT PLAN 3/1/07 | 5/31/07 1
Alternative Development Scenarios
Committee Meeting 4/25/07 @ Wed, Apr25 W\ Review of Alternative Development Scenarios
Concept Plan
Committee Meeting 5/23/07 @ Wed, May 23/ PM | Review of Preliminray Concept Plan
Committee Meeting 6/8/07 € Fri,Jun8| Review of Market Analysis
Committee Meeting 6/14/07 @ Thurs, Jun 14W\ Review of Build-Out Analysis and Concept Plan
Committee Meeting 6/18/07 X3 Mon,jJun 18 M Community Workshop Preparation
Community Workshop 6/25/07 X3 Mon, Jun 25
Public Feedback 6/24/07 | 7/2/07 I
Committee Meeting 6/27/07 X3 Wed, Jun 27 Discuss Workshop Feedback & Direction for Comprehensive Plan
45% COMPREHENSIVE DEVELOPMENT 71107 | 8/15/07 7
Design
Circulation & Parking Plan
Committee Meeting 7/11/07 €@ \Wed, Jul 11 Review of Final Design Plan, Circulation and Parking Plan
Design Guidelines
Zoning Plan
Cost Analysis & Economic Impact
Economic Implementation Strategy
10% REPORT
Draft Report 8/1/07 | 8/15/07 I
Committee Review 8/15/07 | 8/29/07 [
Committee Meeting 8/29/07 @ Wed, Aug 29|PM | Review of Draft Report
Committee Meeting 9/5/07 Review of Revisions & Public Presentation Preparation | 4 Wed, Sept 5
Public Presentation 9/17/07 € Mon, $ept 17
Final Report 9/17/07 |10/117/07 1
Presentation to Special Town Meeting 11/5/07 € Mon, Nov5
February March April May June July August September October November

2007
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