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SII'"Y Thank You.

lowa Clty Area PURPOSE — This survey was created in 1992 to provide valuableinformation on the rental
Apartment Rent market in Johnson County. We greatly appreciate all the owners and managers who have
contributed to the survey over the years. It is your assistance that makes this possible. We

OVERVIEW-For over ten years, we have been compiling statistics
regarding trendsin thelocal multi-family housing market. Thetime
involved with completing astudy such asthisisextensive, therefore
we have been completing the study every two years.

In the past we have been able to maintain a relatively consistent
core group of apartments, however this year we have changed our
strategy. The criteriafor thisyear’s new coreisrent information
obtained for 2003 and 2005. It isimportant to note here that our
2003 core used in this survey is not the same as the 2003 core used
inour last survey. This approach includes more newer units than
previously allowed.

In this years report, this core group consists of 4,939 units located
throughout lowa City, Coralville, and North Liberty. We aso
collected information fromTiffin, but the number of respondants
was too small to include in this study. In thiscore all of the units
were constructed since the 1960’s, with the exception of three
buildings with atotal of 45 units, built from 1920 to 1930 and one
building with of 65 units built in 1956. Of the core units 48% were
builtinthe1960's, 16%inthe 1970's, 14%in the 1980's13%inthe
1990'sand 7% were built since 2000 (with the remaining 2% being
built prior to 1960)

We have made an effort to adjust for owner paid utilities. Typically,
unitsbuilt prior to 1980 have owner paid heat, water and trash while
thetenant payselectric, including air conditioning. Unitsbuilt prior
to 1990 typically include owner paid water and trash only. With
units built since that time owners are passing utility costs onto the
tenants including water, electric and heat. The rents used to
calculate the averages have been adjusted in the case of owner paid
utilities.

In addition to dividing the information into rents by unit type (1BR,
2BR, 3BR and 4+BR units), we have a so segregated the information
based on location. We have identified four zones. The Zone 1
location has historically been within one mile of the Pentacrest. This
includes the original state capital and this area dovetails with the
downtown business district. The second zone is the rest of lowa
City. Thethird zoneis Coralville and thefourthisNorth Liberty.

BUILDING PERMITS- Oneconcern of property managerswasaglut
of construction, we have researched building permits to get an
accurate assessment of how much building there has actually been.

From 1999 to 2000 units built in lowa City increased by 75% and
construction of multi-family buildings morethan tripled in Coralville.
These kinds of figures increased or kept at a similar pace through
2002, but tapered off in 2003. 2003 unitslookslikethe highest year for
lowaCity, but The Lodgeregistered for abuilding permit for 201 units
at the end of the year. Since that time construction has dropped; the
projected 2005 rate for lowa City is 104 units and construction of
multi-family buildingsin Coralville has slowed markedly.

In North Liberty the projected estimate for 2005 isaround 100 units, if
construction continuesat its current pace. Whilethisiswell short of
2004 totals, it isstill four timesgreater than the 2001 rate.
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QUESTIONAIRE-This year 27 of our 54 respondents returned the
optional questionnaire in regards to vacany rates.

Many stated that vacancies still continue to be an issue. The low
interest rates and increased construction of multi-family unitsin the
area are concerns expressed by managers. Those that are struggling
with vacancy issues see these trends continuing until interest rates
rise.

The offering of concessions or incentivesto help in renting units has
become a common practice. One or two months of free rent has been
afrequent concession. Some stated that they now allow pets, while
othersoffer afree parking space or garage. Some managershave been
freezing rents for current tenants or not raising rents at al. While
location is still the driving force for renters, particularly student
renters, tenants have come to expect new floor coverings, or new
appliances.




VACANCIES-Itisclear that Coralvilleisstill suffering frommore
than its fair share of vacancies. Coralville's vacancy rate shows
the impact of low interest rates on non-student oriented rental
units. Another important figure to notice is that 2-bedroom units
make up roughly 64% of our core, but almost 80% of our total
vacancies. Clearly thereis an overabundance of 2-bedroom units.
North Liberty iscurrently better than Coralville. When examining
vacancies by bedroom, rates in the larger units remain very low.
However 3 bedroom units have shown the only increase in
vacancy by unit type. We believe that thisis attributed to the age
of some of these units. Itisin the 1-bedroom unitsthat we see the
most dramatic decrease in vacancies dropping to 1.64%. If we
were to presume that singles or two-person households are
commonly renting 2 bedroom units, then this would lend some
explanation to the higher vacancy ratesin those unit types and the
belief that those tenants have chosen to buy instead of rent due to
the low interest rates.

Unit Digribution vs Vacancy Digtribution

Units Vacandes
Pentecrest (Zone 1) 1752 | 38.61% 35 19.44%
Non-Pentacrest (Zone2) 1455 32.06% 65 36.11%
Coraville (Zone 3) 1145 | 25.23%4 73 40.56%9
North Liberty (Zone4) ~ 186  4.10% 7 38%%
1-Bedroom 1158 | 25.5294 19 10.56%9
2-Bedroom 2888 6364% 141 | 78.33%
3-Bedroom 397  8.75% 20 11.11%
4-Bedroom %5  2.0% 0 0.00%

RENT S-Average rent by zonesincreased in 2005 (from 2003) with
the exceptions of zone 2 lowa City and North Liberty. Zone1 rent
averages saw the most change, going up 4.04%. The opposite
could be said for zone 2 lowa City. These modest changes are
similar to changesin our former core, indicating arelatively similar
market over the past 3 years. In bedroom type we see that
confidence has continued to increase in the rent and leasability of
the larger 3 and 4 bedroom units. In contrast, the 1 and 2-bedroom
units rent decreased by about 1%. We expect rents to continue to
declinein 2-bedroom units since vacanciesare most preval ent there,
but 1-bedrooms will likely begin to rise since there have been so
little vacancies.

Average Vacancy by Zone and Bedroom - New Core
2003 2005 % change

Pentacrest (Zone 1) 2.29% 2.00% -0.29%

N on-Pentacrest (Zone 2) 4.18% 4.47% 0.29%
All lowa City (Zonel1l & 2) 3.20% 3.12% -0.08%
Coralville (Zone 3) 7.04% 6.38% -0.66%
North Liberty (Zone 4) 9.09% 3.76% -5.33%
1 Bedroom 5.87% 1.64% -4.23%
2 Bedroom 5.84% 4.88% -0.96%
3 Bedroom 2.31% 5.04% 2.73%
4+ Bedroom 1.30% 0.00% -1.30%

SUMMARY -Thetotal number of unitswithinthisyear’scoreis
4,939. However, thetotal number of unitsresponding with 2005
rent and vacancy information was 6,210. By completing abrief
analysis using al of the 6,210 units, it appears that rents
increased slightly more than isindicated by our core apartment
units. Likewise, whenwelook beyond the corewe seeasimilar
situation with vacancies being slightly higher.

Finally, interest rates have been slowly but steadily climbing,
and by examining building permits, we see that throughout the
area new construction has begun to slow down. The major
exception is the construction of several buildings by
Apartments Downtown on Gilbert Street, which will consist of
approximately 1004 and 5-bedroom unitsin aprime downtown
location. Combined with the current high vacanciesat the Lodge,
we predict that the 4-bedroom vacancies in these types of units
should begin to increase.We expect vacancies and rents to
flatten for the next 2 to 4 years as these new units (including the
L odge and the new buildings on Gilbert Street,) become absorbed
into the market.

We want to make a note regarding the University of lowa and
Kirkwood College. The University predicts that its enrollment
will remain relatively flat, growing no more than .45% in total
over thenext 10 years. Kirkwood Collegein lowa City has seen
rapid growth, but increases have begun to slow. Kirkwood's
increases are especially relevant to the apartment market
because they have no student housing.

Average Rent by Zone and Bedroom - New Core
2003 2005 % change

Pentacrest (Zone 1) $718 $747 4.04%
Non-Pentacrest (Zone 2) $696 $684 -1.72%
All lowa City (Zonel & 2) $711 $727 2.25%
Coralville (Zone 3) $557 $562 0.90%
North Liberty (Zone 4) $568 $567 -0.18%
1 Bedroom $482 $480 -0.41%
2 Bedroom $656 $644 -1.82%
3 Bedroom $927 $971 4.75%
4+ Bedroom $1,310 $1,309 -0.08%
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U0isareal estate appraising firm serving Johnson and Linn countieswith clientsand experience
throughout the State of lowa. Kyran J. Cook isthe founder of Cook Appraisal LLC. We now have five
appraisers engaged primarily in commercia work. We currently appraise over 300 properties per year.
The firm offers a broad range of appraisal service, which include development land and subdivisions.
We also appraise agricultural properties as well as recreational land and wildlife habitat. Our clients
include banks, attorneys, municipalities, Federal, State and Government agencies, The lowa Natural
Heritage Foundation, private developers and land owners. All of the appraisers in the firm have
experience as expert witnesses giving testimony in both local condemnation hearings and district court.

Mission Statement

Our purpose in businessis to earn customer loyalty by producing

consistently reliable reports and consultations delivered ontime at a

competitive price. We expect to exceed our clients expectationsin a

manner which fosters professional credibility. We will be clear and

friendly in all our communications.

1580 Mall Drive
lowa City, lowa
52240-4443

319/351-2044
Fax 351-0563
cookappr @cook-appraisal.com
www.cook-appr aisal.com
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