Episode 24 March 19, 2008
The CCIM Institute: The PhD’'s of Commercial Real Estate

Peter: Dean, today's guest, Tim Hatlestad, is the 2008 president of the CCIM Institute. He
heads an organization with more than 19,000 members in 33 countries around the dobe.
Known collectively as the Ph.D.s of commercia real estate the CCIM Institute or
certified commercial Institute member is a recognized expert in the disciplines of
commercial and investment real estate is an invaluable resource to the commercial real
estate owner, investor, and user. In fact, right now there are about 10,000 additional
professionals across the globe that are pursuing this prestigious designation, the CCIM,
certified commercial investment member. Tim is president and chief executive officer of
RE/MAX Commercial Investment, a commercial real estate firm in Scottsdale, Arizona
and RE/MAX Achievers, aresidentia rea estate firm with 12 offices in the Phoenix
metropolitan area. His organization is the eighth largest company in the RE'MAX
worldwide organization and is one of the top 100 real estate companies in the country as
determined by Realtor Magazine. Tim and his wife Terri of 21 years are parents to their
16-year-old son Griffin and 13-year-old daughter al of whom I've had the pleasure of
meeting in San Diego during a CCIM event and Tim and his family have resided in
Scottsdale, Arizonafor 24 years. For more on Tim, because his biography is a long sheet
of accomplishments and achievements, please go to incomepropertyinvestmenttalk.com.
Tim, welcome to the program.

Tim: Thank you Peter. Thank you Dean.

Peter: | know | could've gone on and on and on with your accomplishments, and one of
the things | want to focus on upfront here is that CCIM Institute recently and we should
congratulate Jonathan Salk on his appointment as the new chief executive officer there of
the CCIM Institute in Chicago and we wish them the best in managing the day-to-day
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operations of the Institute, but | also want to recognize the achievements of somebody
that I've known for four years, Executive Vice President Emeritus, Susan Groeneveld,
who is also with CCIM, who after 20 years of working within the Institute and with the
volunteers like you Tim and I'm going to ask you to comment on Susan, she's going to
remain with the Institute, the J. Levine Academy which trains leaders in the CCIM
Ingtitute. Tim, | would think the Institute in Jonathan's hands and with Susan still there
couldn't be better positioned to take the Institute into the 21st century.

Tim: Absolutely. Jonathan himself, he's been there | think 18 years, so he's seen just
about every nook and cranny of the CCIM Institute and has had his thumb print on a lot
of what the CCIM Institute is today as certainly Susan has. Susan, as you mentioned
Peter, had been there 20 years. She's going to still stay on as you noted in the J. W.
Levine Leadership Academy and also working with the education foundation, building up
scholarships and other research programs to benefit the commercial investment real estate
industry. She'll still be around but the Institute is 39 years old, she's been there for more
than half of its existence so just about everything that is great about the Institute, Susan
has been involved with. She's a phenomenal lady and has done an extraordirery job for
us in the industry.

Peter: | couldn't agree with you more. Tim, | think it's about 6% of the 150,000 or so
practitioners across just our country hold the CCIM designation which in my humble
opinion reflects not only the caliber of the program kut wide as one of the most coveted
and respected designations in the industry. | did say earlier in the introduction that it is

the Ph.D. of commercial real estate and truly that is a designation that is respected
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throughout the globe. In fact, there are companies right now that work only with CCIM
designees. Does that say enough about what the CCIM designation is all about?

Tim: Well, | could go on for half a day about what the CCIM Institute and what the
CCIM designation means for an individual practitioner. You hit a couple of the things.
Coincidentaly, in the late * 80s when we were entering a market like we' re entering today
in the commercial and residential real estate industry, that's when | got my CCIM
education because it's times like these, if youwill, where you really need to have this
education. The margin for error in our industry is alot narrower than it was say two years
ago. One of the things you mentioned, there is maybe 150, 250, 300,000 commercial real
estate practitioners, we're really ot sure, and that also kind of depends about how
broadly you define practitioner, and there's what a million, 3 million, four realtorsin the
National Association of Realtors. So, one of the things too that the CCIM designation
does, in addition to providing the education and confidence to make decisions, one of the
things that it does is it really sets you apart from that ocean of agents out there as a person
that has the expertise, as a person that is concentrating on commercial real estate,
certainly has the experience as designated through that process that you go through to get
your CCIM designation. It sets you apart from alot of other people in addition to
providing the wherewithal to make those decisions.

Dean: What does it stand for, for our listening audience, can you tell us alittle bit about
what it takes to get that designation?

Tim: Sure. CCIM stands for certified commercia investment member and in order to get
the designation there is a kind of an arduous process and that's why Peter mentioned that

some people consider it the Ph.D. of commercial investment real estate. Here's the
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process. There's core concepts that are taught through four courses, four weeklong
courses and certainly there's alot of great education out there in commercial investment
real estate but the CCIM education is alittle bit different. It's really focused particularly
of course on commercial investment real estate but also an adult learning and the first

course is Financial Analysis. Just to give you a snapshot on the Financial Analysis course

rather than getting book smart on internal rate return or cap rates or gross rent multiplier
or capital accumulation, any of the financial investment measures, there's also case
studies and group projects so that these concepts are brought to life through some reaklife

practical applications. So that's the first course, Financial Analysis. The second course,

also aweeklong course is Market Analysis. So, supply/demand, being able to take a look
at the indicators that are in the market today and determine whether or not it's a good time
to buy or a good time to sell, good location, bad location, feasibility analysis on sites,
sites looking for a user, users looking for a site, so Market Analysis is the 102 course.
Peter: Tim, if | can, quickly, within that CI102 course, | believe that's gone through some
significant rewriting recently because of al the technological advances in the industry, so
that’s a big part of it also that you have all these instructors and these professionalswho
stay on top of these courses to make sure that they apply to the current state of the
profession, right?

Tim: That's a great point, Peter and we have, of course, one of the top member benefits
being the sites to do business which is an online site where you can grab demographics,
maps, crime statistics, traffic counts, aerial photography, all kinds of resources and that
102 course, as you point out, takes a lot of those resources and teaches the students how

to actually interpret those, and use that data to make decisions. Good point. The 103 class
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is caled User Decision Anaysis. That frames around the decisions that a user makes,

whether they buy, whether they lease, what location might be better for them. Sometimes
in commercial real estate we think price is the main mantra, but certainly location,
location, location is another mantra so we actually teach in the 103 class from a users
perspective, what does cost of occupancy mean and what does location mean. We do
some negotiations; we do some practical applications and case studies in the 103 course

as well. And then, the 104 course isInvestor Decision Analysis, actualy taking an

investor's perspective on the buying decision, applying risk, applying what's going on in
the capital markets, before and after tax decisions and so forth. So, the students go
through those four core courses. The 101 is the only prerequisite, so they marched
through those four courses and typically over ayear and a half, two and a half year period
there is afew elective caurses out there that they can also take and then they submit a
resume. This resume, what thisis intended to do is demonstrate not only that this
individual isin commercial investment real estate but also that this individual has applied
what they've learned in these particular transactions that they submit. As an example, we
have about 250 people sitting for an exam in a few weeks that submitted their resumes
that a group of CCIMs went through and poured over and analyzed to make sure that
these people are qualified to sit for the exam, which is the last step. After they submit the
resume and they are accepted, they sit for atwo-day review and afull day exam. This full
day exam is, | guess you might say ratifies what all of the concepts were presented over
the four courses.

Dean: How can somebody, if they want to be able to get a hold of the CCIM agent or
broker, what is the best way to do that?
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Tim: Dean, we have areal strong online presence on CCIM.com and there's a function
there search for a CCIM and certainly there's alot of different resources like that out
there on different franchise organizations. I'm a RE/MAX franchisee and we have all of
our RE'MAX agents on RE/MAX.com. Similarly, CCIM has their CCIMs, but what they
have are some resources and tools where you can read testimonials, you can map the
agents so if you want to see where they are in relationship to your property that you're
thinking about buying or thinking about selling, those types of resources as well.

Peter: So Tim, real quick, you sit through the education, we have about two minutes
before the break, you sit through the education but then there's more to it. Like you said
you actually have to show that you have experience in the field. Y ou have this portfolio
of closed transactions I'm assuming and then you go through the examination process.
Tim: Right. All of this Peter is not considered to be a herd cutting exercise. What it's
intended to be as an educational exercise. As an example, the full day final exam;
probably 15% or so of the students that sit for that exam won't pass it but that evening of
that exam we have instructors that will sit down with those people that didn't passit and
go through those concepts that they didn't get correct and tutor them. Then, the following
day they take the exam again. So, after that retake there is maybe one or two or 3% that
don't pass. It's really education at its core is the whole purpose of the courses and then the
resume and then lastly the exam.

Peter: We're talking with Tim Hatlestad, 2008 president of the CCIM Institute. Right now
we've been talking about the designation process. When we get back from this short
break, by the way if you have any questions of Tim give him a call 2866-472-5790. Tim

when we get back from this short bregk | want to talk to you more about the CCIM
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Institute, how it's constructed, what it means for the regions and the chapters, how
important it is to stay abreast of what's happening in the industry and then talk to you
about some of the particulars of commercial real estate investing, the principals and the
fundamentals, when we get back with President, Tim Hatlestad.

BREAK

Thanks for tuning in today to Income Property Investment Talk. If you have a question
for Peter or Dean call now, listener lines are open. The toll free number is 1-866-472-
5790. That number again is 1-866-472-5790. Now back to Peter and Dean.

Peter: Welcome back, we're here with Tim Hatlestad, 2008 president of the CCIM
Institute and president and chief executive officer of RE/MAX conmercia investment in
Scottsdale. Tim, before we left we were talking about the designation process. It's al
about education but it's also about theory as well. So you're proficient in theory and in
practice because you have to show that you've actually implemented what you've learned
on a day-to-day basis.

Tim: That's right. Certainly education is probably the foundation of the Institute but we
also certainly, | guess you might say that one of our biggest asset is each other so the
networking in order to connect with each other is certainly a big part of it. We have
conferences and regional events around the country and | mentioned also another big part
of the Institute, which is technology, the sites to do business, CCIM Net and other assets
that we have at the local level through chapters and the regiona level. There's just a lot
of different moving parts beyond the education. | don't want to give you the idea that

education is the only thing. Y eah, that's a big part of it certainly.
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Peter: Well definitely get into that, but we do have a caller, a Randy from Salt Lake City.
Randy are you there?

Randy: Yes, I'm here. Can you hear me?

Peter: Y es we can Randy, how are you today?

Randy: Great, thisis Randy Atkinsin Salt Lake City and | got my designation, my CCIM
pin in 1997 and as you mentioned there's been quite a bit of technology change and
business practice change and tax law change since then and I'm wondering what the
opportunities for current designees are for keeping up with the new trends.

Tim: Well, thanks Randy and how are you doing?

Randy: Great. How are you Tim?

Tim: Great. We just last fall, last October, created a new entity within the CCIM Ingtitute
and it's called The Robert L. Ward Center for Real Estate Studies and a lot of CCIMs
have had the benefit of Bob Ward's great mind and just phenomenal intellect. A lot of the
core content in our courses have been authored by Bob, the spreadsheets that we use have
been authored by Bob. So specific to your question Randy, we created this entity to
create current courses. For example, there is a current course that's been offered around
the country since October on negotiation and another one just offered last week at a
Prudential Conference on cost segregation. Tenant in common interest is coming up, SO
there is about a dozen different real timely, topical courses that are intended to just hit
exactly what you mentioned Randy in keeping ahead of the curve and on top of
technology and current tax and current issues.

Randy: Are there any classes or programs where we can get up to speed on the current
content of the core classes?
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Tim: Coincidentally, about two or three weeks ago there was some discussion of taking
the information from the two-day review and final exam, it's what we call the CCR, core
concepts review which is atwo-day review class in advance of the final exam and taking
that information Randy and kind of repurposing it so that designees like you, you said
you were designated in ‘977

Randy: Yes.

Tim: So, in 11 years we've brought in technology tools into the classroom and
spreadsheets as well as some online resources so with this repurposed CCR it's a way for
designees to calm in and refresh and also see some of the new content on a twoday
delivery.

Dean: Randy mentioned Tim that he got the CCIM pin. Is there any way | could buy the
pin from another fellow without taking the classes?

Tim: You'd have to go through about 17,000 people in order to get that.

Dean: Because | know you can get degrees online you just pay for them.

Tim: It'sinteresting, | was in France afew weeks ago at a conference called MIPIM,
which is an international commercial real estate conference of about 27,000 paid
attendees and probably another 10,000 carpetbaggers as they call them. It's just amazing
internationally people coming up and recognizing the CCIM pin on my lapel. We had a
presence there with a stand, a booth and the people coming up from Greece and Italy and
the Middle East saying we want you over here. It's really encouraging just to see what
kind of impact this information and education has around the world as well.

Dean: You'rein 33 countries aren't you?

Tim: That's correct, right now, yes. And growing.
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Peter: Randy, we thank you for the call.

Randy: Thank you very much, Tim. Thanks Peter.

Peter: Tim, one of the other things | believe that is out there and | believe you alluded to
when we first got back from the break is that you do have regions and chapters across
North America where members are able to gather, get together, exchange ideas, even talk
about different types of investment opportunities that they might have. | think ultimately
it's a great way for those local chapters and regions to keep their CCIM members and
those looking to obtain the designation abreast of what's happening in terms of trends,
rules and regulations, all those things that are happening in the industry right now.

Tim: That's well put and | would say when the Institute was founded 39 years ago the
individuals that created what is now the CCIM Institute had that concept in mind that we
have some information and some knowledge and some experience, let's share it. Let's
bring some people together formally in a classroom, informally at a breakfast or lunch in
our local markets and let's just talk about what's going on in the real estate market and
learn from each other. That's kind of the foundation | think of what the CCIM Institute is
and it's sharing information, sharing knowledge, mentoring people, empowering
individuals through education and confidence in making decisions anda lot of that is
done at the regional and local level.

Dean: In 2005 when the market was so hot, you really didn't have to understand the
market in order to make money. There was very little marketing needed, the market
dictated the price. Now we're in a dtuation where real estate is one of the largest
investments most people will make and how do you determine that value of
understanding the underlying economics on an investment?
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Tim: Dean, | couldn't agree with you more that in years like 2005 there were a lot of
people in our business, alot of properties developed in our business that were successful
in spite of themselves just because of the velocity of the marketplace, the feeding frenzy
of the marketplace where if you made a bad location decision the inexpensive capita
would overcome that ill if you will. So, what the CCIM Institute education does is it
really focuses in on those fundamental investment analytics or location analytics or user
decision analytics and brings them back to a point of realy, | guess you might say,
reality. There are quite afew of us that saw back in 2006 when for example, here in
Phoenix, when residential pricing was going up at 55% clips that thisis not credible.
Similarly, when we had multifamily lender's lending at a one to one debt service
coverage ratio we knew well that's just not credible and even though you might get, |
guess greedy might not be the word but hungry to do a deal alot of people knew that that
just doesn't make sense. If you don't know what investment fundamentals are it's hard to
make that decision. A lot of investors have been buying based on cash on cash return for
example and a fundamental piece of cash on cash return is financing so to the extent the
capital markets are fluctuating weakens those investment decisions. Those are the kinds
of things at the Institute education provides.

Peter: And Tim, one of the things that we consistently say whether it's weekly or
biweekly, monthly, whatever the case may be we encourage anyone listening to the
program to maybe put aside the I'm going to do it on my own, the DIY do it yourself
attitude when it comes to investing especially in a marketplace that’s a little more

challenging and a little more dynamic like it is today.
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Tim: Absolutely. As Dean was saying, this is a big decision people are making and thisis
not necessarily one you want to make on your own. There are people in residential real
estate for example, just like in commercial real estate, that are very good at relationships.
Thereis aso residential real estate agents just like in commercial real estate that are very
good at marketing and packaging a property and presenting it to the marketplace. There is
also people in residential and commercial real estate that are very good at analytics and
so depending on what your need is you really want to get connected up with a CCIM
practitioner that can really provide you that, | keep coming back to the same word,
provide you that confidence in making decisions. Will they know exactly what's going to
happen in five years or three years? No. But they can provide enough background and
analytics to give you a higher level of confidence that the decision you're making is a
better one than an alternative.

Peter: | think too it's important to note that the membership within CCIM really mirrors
the changing nature of the industry like we're talking about because you have brokers,
leasing professionals, investment counselors, asset managers, appraisers, property
managers, developers, ingtitutional investors, | cango on and on and on and that's
important, is it not?

Tim: Absolutely and we have them in small markets, big markets, small companies,
independent companies, one person shops and as you mentioned in 33 countries around
the world. It's not a one-size-fits-all situation with CCIM; it's a pretty broad base of

membership with a lot of different capabilities and characteristics.
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Peter: And to get right down to the bare tactics when you're looking at it, the membership
was responsible for or represented about $200 billion this past year. Is that correct? I's that
anumber that I...

Tim: That's correct. It's hard to exactly quantify that but based on our best analytic that's
a pretty good number.

Dean: | read something recently about some connection you have now with LoopNet.
Tim: We've had an online presence called CCIMNet.com for probably 12 or 13 years,
which is an online property database. Y ou might say we were on line before online was
cool. In fact, if you remember, here's the way back machine as Susan Groenevetl would
say, CompuServe, remember CompuServe?

Dean: Oh yes.

Tim: We actually had CCIM email addresses to CompuServe when CompuServe came
out. We've had CCIM Net for some time and over the years we've had different vendor
partners drive the engine if you will, the database engine, that is CCIM Net.

Peter: Tim, what we get back from this short break what we're going to do is we're going
to ask you to go back in time alittle bit like you have been and talk about CCIM Net,
bring us to where it is today and what you expect in the future. Give Tim a call 1-866-
472-5790.

BREAK

Thanks for tuning in today to Income Property Investment Talk. If you have a question
for Peter or Dean call now, listener lines are open. The toll free number is £866-472-

5790. That number again is 1-866-472-5790. Now back to Peter and Dean.
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Peter: Tim, before we left for break you were talking about CCIM Net, where it was, can
you talk to us about where it is today and maybe talk about the database itself, how many
listings are on there for sale or for lease and where you expect it to be and what's
happening in the future.

Tim: Sure. A year ago, actually not even a year ago, last June we had about 37,000
listings on CCIM Net. Today we have close to 90,000 listings on CCIM Net. Soit's
getting utilized quite a bit by our members and it's a member only database. In other
words, only CCIM designees and CCIM candidates may put listings on CCIM Net
however, anybody can go to CCIMNet.com and search them and look at them. Where
we're going with it? We have identified about 26 different local what are called CIE,
commercia information exchange vendors out there in the country. So if you'rein
Minneapolis you use a company called Xceligent, if you're in Atlanta you use a company
called Doorease, and if you're in New Orleans you use Catalyst and on and on. We are
developing a platform for our members regardless of what company you use. Thereisa
central safe deposit box if you will where you can load your data and then send it to
whatever platforms you want and we' re working with a number of companies including
LoopNet. LoopNet has been just great working with us to help to design and develop this
platform.

Dean: So isit, acouple things, isit safe to say that if we're looking on LoopNet then
we're not going to miss a CCIM listing that's on the CCIM site aswell? Isit safe at this
point or does the agent have to make a conscious effort to upload it to LoopNet or isit

automatic, once he uploads it automatically links over?
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Tim: That's a good question, Dean. Yes, it is automatic. We work on a weekly basis with
LoopNet so if we have a new member join the Institute then we match our member
database with their user database and make sure that they're correctly identified as
members.

Dean: This other thing you've mentioned, that's going to be phenomenal. Do we have any
kind of timeframe on when that will get accomplished, the regional sites pairing up with
the national site?

Tim: We actually have built an illustration called CCIMnext.com and it illustrates what
the intent is and we're hoping to have this built before the end of this calendar year. Not
only will it be a property database at a safe house, we're calling it Switzerland, at times,
where it's neutral and we're calling it neutral because as aninstitute we don't want to say
LoopNet is the answer or Catalyst is the answer because depending on what market you
are in determines what the correct avenue is for you to market your properties or search
for properties. In addition to being able to funnel, if you will, or periscope your properties
to these different platforms, there's also marketing services out there where you can
transfer your data from this platform to a postcard provider or email template provider or
even forms and so forth. In residential real estate there's a standard called RETS, real
estate technology standard, which is a technology standard just for residential real estate.
Thereis asimilar one called OSCRE, open standard for commercial real estate and the
intent is that using this standard you can transfer this data from one platform to the other.
We are excited about what it could mean, going back to your question Peter, down the
road where you can enter your data once or take data from public domain on ownership

or demographics or floodplains and bring it in and out of this platform real seamlessly.
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Peter: Everything you've talked about up until this point is a definite benefit to the CCIM
Institute member but what about the listener out there, what about the client, what abou
the investor how does all this benefit her?

Tim: The distinction that | want to point out in the mission of the CCIM Institute is that
the mission for the CCIM Institute revolves around the commercial investment real estate
industry and not the CCIM member. This education is open to the public, this technology
is open to the public certainly there's monetary consideration in order to access it but we
intend to continue to do networking events that are open to the public, educational events
and technology services to better the commercial investment real estate industry. What
we hope isthat if there is a user out there or an investor out there that they go to
CCIM.com or CCIMNet.com and use those tools. Some of them they'll be able to use for
free, some of them they'll need to be a member in order to utilize so we can pay for the
service.

Dean: From a selfish standpoint | would love to be able to ask you questions and mostly
on behalf of our listening audience to try to get a couple jewels or nuggets from you
which we've done every time we've had you on the air and out of a thousand questions |
don't know where to start but due diligence. | remember reading something or hearing on
an interview that you mentioned that a lot of people spent alot of time on due diligence
going in on the acquisition side and miss the due diligence on the selling side and how
important it is to capitalize on different line items to determine value. Can you comment
on that?

Tim: The phrase | like to use on that Dean when I'm a seller or when I'm representing a

seller is | want to eliminate the discounts for the unknown. In other words, if | don't have
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all of my facts, al of the information together to present to prospective purchasers they're
natural reaction is to discount my price because it's an unknown. If | don't go through the,
depending on the property, the $2500 or $5,000 investment to get a phase 1
environmental study done, a prudent buyer not only will get one done because their
lender is going to require it but they're probably going to discount the price because it's
an unknown.

Dean: So the point being for every line item has a value that's going to be much greater in
most cases than the value of what you spend to get the line items. For example, you pay
for environmental and it's going to cost you $3800, you may be able to increase the value
of the property by 50 grand because of it.

Tim: Yes. Absolutely. The more confidant the buyer isin making decisions the higher the
price.

Dean: Especially because time is money. If I'm a developer, I'm coming in and | have to
go through the entitlement process. If my sellers have already gone through the
entitlement process sometimes a developer will be willing to pay an extra million dollars
hypothetically for the property if they don't have to go spend six months going through
the entitlement process.

Tim: Exactly. They call it an interest ticker. | think it's more like an interest thumper.
Dean: It explodes in your mind.

Tim: Time is money, absolutely. | agree with you 100%. We'reworking on a transaction
where we're selling a small industrial building in Tempe, Arizona. It may be 11,000 ft.2
and it's one of those buildings that was added on to so about 5500 ft.2, about half of it, is

new and half of it is old. The old half looks like it needs a new roof. What we could do is
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just wait for a buyer to come in, do an inspection, and say it needs a new roof or my
counsel to my client was let's go out and get three roofing bids so when they start saying
we want to deduct $35,000 for the price because we think it needs a new roof we can say
we have the bids right here. We have three bids and they range from 17,000 to 25,000.
Dean: The ideal thing is to have them actually do the capital improvement but sometimes
a sdller just doesn't have the money at that point so the next best thing is to go ahead and
get the bids and have it cocked and loaded.

Tim: Exactly right.

Dean: What about a practical example? | am struggling right now because | represent a
client that wants to relocate a recyclingfacility from the Midwest over here to the Valley
and they want 35 feet or greater ceilings. I've been having a hard time on every
commercial site that I'm looking at to try to determine with the exception of going
through one by one and reading the ceiling height, is there a way to search anywhere
based upon ceiling right? That's a hard ceiling height to get. It's easy to get 24 feet, 26
feet clearance.

Tim: That's a great point and unfortunately | think up just about every database out there,
whether it's LoopNet or Catalyst or anybody €else, they have afield in their database for
clear height however it's an optional field for a broker to fill in or aresearcher to fill in
so, | hate to break it to everybody but we brokers generally speaking are pretty bzy
sometimes so many times those fields don't get filled in. So consequently, you can't
search on those, unfortunately.

Dean: One by one.

Tim: That's right. | hate to tell you.
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Dean: I'm putting in a request for you to do something about that in the next 10 years.
Tim: | hear you. | had a similar situation with rail service and even though rail serviceis
on just about every database out there, not everybody includes it.

Dean: That's critical in manufacturing and most industrial they want that container.

Peter: Ultimately, Tim | would think that especially what’s happening and again we
talked about the market being dynamic and how it's a little bit more challenging today but
| would think in my humble opinion that commercial real estate will continue to
outperform other investments not only in 2008 but beyond. What is your take on that? Do
you see certain sectors within commercial real estate doing better than others? There are
surveys that have come out. We have a couple minutes before the break maybe we @n
touch on it now and then talk about it alittle after the break.

Tim: There are geographic sectors and there are product type sectors. Geographically
there's a number of markets that are really strong. Wichita, Kansas, for example is just
pinning on all cylinders and it's a market that if | were mobile investor I’d call a CCIM in
Kansas and say tell me what's going on there. Here's the general concept that a lot of |
think our listening public, and | know the investor public has a hard time getting an am
around, that is buy low, sell high. Even though the market’ s tough in many segments
that's the time you should be in there rolling up your sleeve and saying thisis a product |
can buy today and then improve, stabilize, and then 3, 4, 5 years sell. It'sa hard concept
for people to really understand that buy low is really the right thing to do. It may sound
crazy, it maybe even sounds trite, maybe it's overly simplistic but that’s really the

message that needs to get out thisis a great time to be buying.
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Dean: When | used to invest in the market, stock market, | used to buy high and sell low
but | tried to make it up on volume.

Tim: How did that work for you?

Dean: It didn't come out too good.

Peter: Well, we're coming up on our third and last break of the program. When we get
back we'll talk to Tim Hatlestad, 2008 president of the CCIM Institute more about
markets, market timing, what's happening out there, what property types are working
well, maybe another market or two. Tim what you just gave us was gdden. I'm not sure if
everybody really understands what you just told them is golden information that they can
act on but when we get back wel'll talk to Tim more about commercial real estate.
BREAK

Thanks for tuning in today to Income Property Investment Talk. If you have a question
for Peter or Dean call now, listener lines are open. The toll free number is £866-472-
5790. That number again is 1-866-472-5790. Now back to Peter and Dean.

Dean: | think Tim is bouncing to the music. | don't know if you'd admit it or not but |
think he's bouncing over there. It could be that or the caffeine.

Peter: Or a combination of both. Tim, before we left for break we were talking about
what's happening in the markets. Y ou left our viewers with a golden nugget. | believe that
Wichita, Kansas is doing quite well right now and will be for the coming months. | was
looking at a survey that came out of CCIM with the Real Estate Research Corporation,
the 2008 first quarter Investment Trend Survey and according to them right row the study
found that regionally the East a topped al the regions with what they give as a 6.5
economic performance rating. Y ou know about the survey and they looked at the East,
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the South, the West and different areas of the countries. They looked at capitalization
rates and property types. There was some concern with overpricing. Any comment on
this survey?

Tim: Thereis a CCIM by the name of Ken Riggs who heads up RERC, Real Estate
Research Corporation. Coincidentally, Randy Atkins, who was on the phane earlier, Salt
Lake City for an office market is one that Ken Riggs' organization says that's one to
watch. Austin, Texas for office is another, Sacramento is another and then he breaks it
down by office, industrial, retail, multifamily; | shouldn't say he, his organization does.
For industrial, Kansas City, Kansas, | mentioned Wichita already that's high on the list,
my list anyway, but he also has Sacramento and Seattle high on the list for industrial. One
of the benefits of the membership of CCIM Ingtitute is we have a partnership with RERC
putting out these quarterly reports called Investment Trends Quarterly where specifically
that organization on our behalf looks at these different market segments office, industrial,
retail and multifamily and points out some indicators, points out some reasoning behind
why you might want to look at Portland, Oregon for example in multifamily today or also
in multifamily Austin, Texas. It's an invaluable tool.

Peter: It seems that the survey as I'm reading through it prior to the program and right
now, it points out that multifamily apartments are the bright spots in 2008 and beyond.
Tim: The challenge we have to recognize with any research is that, NAR harps on this
quite a bit aswell, and that is real estate islocd and certainly multifamily is localized
probably more so than any other commercial real estate product segment. Multifamily |
agree is a good product to look at. There are some markets for example; Phoenix, Las
Vegas, Nevada, Florida, California that you want to be real cautious and you're working
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with somebody really strong in that multifamily segment before you make any buying
decisions.

Peter: It goes back to those relationships that we talked about and having the very best
professionals working for you and to make sure that they're looking out for your best
interests.

Tim: Another big part of that too is today more so than any other time in the last 20 years
buying a property also means financing the property and so when you're working with a
strong individual you want to make sure that they also can help you with the financing
package and have a number of resources to get some good capital for that acquisition. As
upset, if you will, as the capital markets are today you really want to make sure you that
you have the financing backend if you will.

Dean: | understand that a lot of large corporations even Fortune 500 only use CCIM
designees for their land acquisitions. For example, | understand that McDonald's...

Tim: We have kind of awho's who when you go to our courses and a natural assumption
is that when you think of CCIM you might think of a broker with Grubb and Ellis or
Marcus and Millichap or RE‘MAX or CBRE or whomever but if you're going to a course
if 50% of the students in the class are brokers the balance are people that work for GSA
or accounting firms like Ernst & Y oung or even the site selection departments for
McDonald's or Walgreen's or fast food organizations as well as retailers.

Dean: | heard you guys recently, In and Out Burger started wsing you.

Tim: In and Out Burger, and | mentioned that one of our Robert L. Ward Center for Real

Estate Studies courses is a negotiation workshop and it's a twoday and aso a half-day

© 2008 www.IncomePropertylnvestmentTalk.com
Page 22 of 25




Episode 24 March 19, 2008
The CCIM Institute: The PhD’'s of Commercial Real Estate

workshop and recently the State Department had about 35 of their people go through that
negotiation workshop.

Dean: You know what realtors in Arizona call In and Out Burger, we call it egress, egress
Burger.

Tim: My son calsitinand inand inand in and in.

Dean: Never out.

Peter: | would think, just to go back to the financing concerns or comments that you were
making earlier whether you're alarge multinational or an individual investor lending is a
specialty as well is it not in commercial real estate? Aren't there some lenders who
specialize in tenant in common investments, specialize in apartments, specialize in
office?

Tim: Well, here's another great piece of news for the small and mediumsize investor. It
used to be up until two or three quarters ago that alot of the commercial rea estate
financing was done through commercial mortgage backed securities and it seem like as a
small and medium-size investor that was kind of out of reach because of cost and third-
party reports and thresholds of borrowing capacity. The cost for commercial mortgage
backed securities financing or what are sometimes called conduit loans has gotten more
expensive because of what's going on in capital markets with liquidity and spreads. The
effect to that is that bank financing, your typical corner community bank is a great source
for small and medium-size investments, say up to $8 million from $200,000-$8,000,000.
In fact yesterday you probably heard that the Fed lowered the target rate another three
quarter points, 75 basis points and not all banks tie their financing to prime but many do

but the moral of the story is commercial real estate financing is very speciaized but a
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good place to start with your broker is to knock on your local banker's door and say I'm
looking at buying this apartment building or office building, what kind of financhg terms
can you provide me.

Peter: That's a great point Tim. We appreciate that and we have about two to 2 1/2
minutes left in the program. We redly didn't focus on the fact, and | apologize for this
perhaps maybe | should of focused more on what you doat RE/MAX Commercial
Investment in the Scottsdale/Phoenix Valley area. | know you focus on representing
investment acquisitions, dispositions, group investments. Do you want to spend the next
minute and a half minute, minute 45 seconds talking about your company and what you
do there?

Tim: Of course right now, this year, as| know you can really appreciate Peter, about half
of my time is spent working with the CCIM Institute and talking to people around the
world about what that means but as a company we'vegot about 45 agents. So we cover
about every food group if you will of commercial real estate. Personally as you noted, |
work with investors particularly and acquisition and disposition, kind of a wealth
building perspective, if you will. | work with my clients on more of alonger-term basisin
a strategy to build up their wealth whether it's a family trust or husband-and-wife or kids,
it doesn't matter, that's kind of our focus. | still do some site selection for some clients
that I've done that for over the years whether its gasoline, convenience or banks as an
example.

Peter: Tim Hatlestad, 2008 president of the CCIM Institute, we thank you for coming on

Income Property Investment Talk. It's always a pleasure to have someone from the CCIM
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Institute on and we've known each other for several years now and | thank you for
spending this hour with us.

Tim: | really appreciate it guys. | enjoy it dl the time.

Peter: Excellent, thank you Tim. On next weeks program we do have Scott R. Saunders,
senior vice president with Asset Preservation Inc. who's going to be talking about how
your money can make money. So join us next week here on Income Property Investment

Talk.
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