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“Ron Spraggins, CCIM, & President Of Commonwealth, Is Also
The #1 Apartment Broker In Colorado Springs For 2004”

Commonwealth, area’s oldest apartment firm, is set
to have a record sales year. The firm has closed
approximately $60 million in apartment sales through
the third quarter of this year & is poised to close
over $100 million in 2004.

This sales volume is the highest in history for a
Colorado Springs apartment brokerage firm.

Ron & his sons, Ryan & Shane, closed the largest
apartment sale of 2004 with the Grand River
Canyon sale which is 440 units.

The Grand River Canyon sale is also the

2" ]argest sale in history, both in terms of sales price

($34 million) & in total units. Only Sterling Point
Grand River Canyon Apartments - 440 Units-$34 Million Apartments, which sold in 1996, had more units

(496). The Spraggins’ team also closed the Oasis

Apartments, 252 units, in September for $25 million.

Commonwealth, formed in 1975, has closed more
Colorado Springs apartment sales than all other
Colorado Springs apartment firms combined. Ron
Spraggins, CCIM has personally closed over 120
apartment complexes, more than all other Colorado
Springs apartment brokers combined. Notable sales
by Spraggins include Grand River Canyon (440
units), Wildridge (305 units), Windmill (304 units),
Timberlane/Tanglewood (260 units), Oasis (252units),
Normandy (206 units), Garden Terrace (196 units),
Broadmoor Villa (102 units) sold 3 times, the award
The Oasis Apartments - 252 Units - $25 Million winning Glen Pond apartments, etc.

COMMONWEALTH

REGIONS OLDEST APARTMENT FIRM + NO. I IN SALES FOR 30 YEARS

719-685-0600 « Holly Sugar Building « 2 N Cascade Suite 1100 « Colorado Springs, Co 80903







WHY THE COMPANY?

COMMONWEALTH

THIS PARAGRAPH SAYS IT ALL . ...

COMMONWEALTH, THE AREAS OLDEST APARTMENT FIRM,
HAS CLOSED MORE COLORADO SPRINGS APARTMENT
COMPLEXES THAN ALL OTHER COLORADO SPRINGS
APARTMENT FIRMS COMBINED!

SELLING APARTMENTS IS ALL WE DO

COMMONWEALTH WAS FORMED IN 1975 TO MEET THE NEED FOR A “PURE” INVESTMENT
REAL ESTATE FIRM. MOST REAL ESTATE FIRMS TRY TO SERVE MANY MASTERS, I.E.
HOMES, COMMERCIAL, RANCHES, MANAGEMENT, ETC. AS IT HAS BEEN SAID, ONE CAN ONLY
SERVE ONE MASTER . ... AT COMMONWEALTH IT’S APARTMENT EXPERTISE. WE’VE BEEN
NO. 1 IN SALES FOR ALMOST 30 YEARS!

WE SPECIALIZE IN SELLING APARTMENTS. THAT’S ALL WE DO. NO PROPERTY
MANAGEMENT. NO BUILDING. NO HOMES, OFFICE BUILDINGS, OR SHOPPING CENTERS. NO
ACTIVITIES THAT DIVERT OUR ATTENTION FROM SELLING YOUR APARTMENT COMPLEX.

KNOWLEDGE & SALES ABILITY

RON SPRAGGINS, CCIM, PRESIDENT OF COMMONWEALTH, IS A NATIONALLY RECOGNIZED
EXPERT IN THE APARTMENT INDUSTRY. SPRAGGINS HAS PERSONALLY CLOSED MORE
APARTMENT COMPLEXES THAN ALL OTHER COLORADO SPRINGS APARTMENT BROKERS
COMBINED.

HE HAS BEEN A SENIOR INSTRUCTOR FOR THE CCIM PROGRAM FOR OVER 13 YEARS & ALSO
AN INSTRUCTOR FOR ADVANCED REAL ESTATE COURSES FOR THE UNIVERSITY OF
COLORADO & OKLAHOMA STATE UNIVERSITY. SPRAGGINS IS PAST PRESIDENT OF THE
FOLLOWING: STATE OF COLORADO APARTMENT ASSOC., THE COLORADO SPRINGS
APARTMENT ASSOC., AND THE COLORADO/WYOMING CCIM CHAPTER

THE REASONS ARE MANY FOR YOU TO CONTACT COMMONWEALTH WHEN YOU
WANT TO BUY OR SELL APARTMENTS. WE’RE GEARED TO PERFORM. WE
KNOW WHERE THE BUYERS & SELLERS ARE. PEOPLE WE CAN CALL ON YOUR
BEHALF TODAY. PEOPLE WHO KNOW US & LISTEN TO US. WHEN YOU’RE
BUYING OR SELLING, CALL US. THEN KEEP YOUR PHONE LINES OPEN!

COMMONWEALTH
Holly Sugar Bld 2 North Cascade  Suite 1100 Colorado Springs, CO 80903
Ph: 719-685-0600 Email: spragginsccim@adelphia.net

Mailing address: 21 Via Piedras, Manitou Springs, CO 80829



COMMONWEALTH SCORES 100% ON FORECASTS
SINCE 1969!

This sentence says is all:

“FORECASTS ON WHEN TO BUY & WHEN TO SELL HAVE BEEN 100%
ACCURATE SINCE 1969.”

SUGGESTED BUYING IN 1975: We formed our first partnership in 1975, the worse
market in history (over 22% vacancy). Average price was $5,000 per unit!
Vacancies went down to 16% in 76 & continued downwardly to 6% in 79.

SUGGESTED SELLING IN 1983: We sold all partnership properties & advised
clients to sell in 1983 when vacancies were at 4%. Unit prices had risen to the $35-
45,000 range. Vacancies soared to 12% in just one year (1984) & continued up to
15% in 1986.

SUGGESTED BUYING IN 1990: Our next buying cycle didn’t occur until 1990.
Vacancy was at 12% & the RTC had closed the savings & loans & many local
investors thought the apartment market would never come back. Vacancies
plummeted down to 4% in 1992, & continued to a historical low of 1% in 1994!

SUGGESTED SELLING IN 2000: Vacancy tripled from 3% to 9% in 2001, 12% in
2002, & peaked at a 16 year high at 15%! We have not placed one investor into an
apartment complex since 2000! In Commonwealth’s October, 2000 Apartment
Newsletter we advised clients to sell their complexes, as we felt we were close to the
top of the market (lowest vacancies & highest rents) & values would go down when
the new product (supply) came on line. Since vacancies were at 3% & rents had
been rising, many questioned our logic?

“Many brokers were putting investors into apartments in 2000 & predicting a strong
future market (The other apartment surveys also predicted a strong market)!”

Many times we’re too close to the trees to see the forest!

Obviously, hours & hours are required to obtain & decipher the data found in the
Commonwealth report to determine the right time to buy or sell . . . & also very
important is the “GUT FEELING” about the market, economy, etc. ,which only
comes from years of experience in that LOCAL MARKET.

Never forget that real estate is a local market.
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COMMONWEALTH

REGIONS OLDEST APARTMENT FIRM
NO. 1IN SALES FOR 30 YEARS

WHY THE BROKER?

RONALD F. SPRAGGINS, CCIM, PRESIDENT OF COMMONWEALTH
This paragraph says itall . . .

RON SPRAGGINS, CCIM, HAS CLOSED MORE APARTMENT SALES IN COLORADO
SPRINGS THAN ALL OTHER APARTMENT BROKERS COMBINED! HE HAS
PERSONALLY CLOSED OVER 120 COMPLEXES.

NOTABLE APARTMENT SALES
BY RON SPRAGGINS, CCIM

*LARGEST SALE OF 2004*
GRAND RIVER CANYON - 440 UNITS - $34 MILLION
— 280 LARGEST SALE IN HISTORY - BOTH IN TERMS OF TOTAL UNITS & SALES PRICE

THE OASIS - 252 UNITS - $25 MILLION - 3R> LARGEST SALE OF YEAR

WILDRIDGE - 305 UNITS WINDMILL - 304 UNITS

NORMANDY - 207 UNITS TIMBERLAND/TANGLEWOOD - 260 UNITS
GARDEN TERRACE - 196 UNITS FIRESIDE MANOR - 108 UNITS
BROADMOOR VILLA - 102 UNITS (SOLD 3 TIMES)

CHELTON MANOR - 95 UNITS HOLIDAY TERRACE - 93 UNITS

CASA VEGA - 83 UNITS SHADOWS - 73 UNITS

CASCADE PARK - 73 UNITS GLENPOND - 75 UNITS (VOTED BEST

APARTMENT COMPLEX IN THE SPRINGS)

. AND OVER 100 MORE SALES.

RON IS A NATIONALLY RECOGNIZED EXPERT IN THE APARTMENT FIELD. HE WAS A SENIOR
INSTRUCTOR FOR THE CCIM PROGRAM FOR 13 YEARS & ALSO AN INSTRUCTOR FOR
ADVANCED REAL ESTATE COURSES FOR THE UNIVERSITY OF COLORADO & OKLAHOMA
STATE UNIVERSITY. SPRAGGINS IS PAST PRESIDENT OF THE FOLLOWING: STATE OF
COLORADO APARTMENT ASSOC., COLORADO SPRINGS APARTMENT ASSOC., AND THE
COLORADO/WYOMING CCIM CHAPTER.

WHEN YOU’RE READY TO BUY OR SELL, CALL RON AT COMMONWEALTH AND START
PLANNING FOR A CLOSING!

COMMONWEALTH

HOLLY SUGARBLD 2NORTH CASCADE SUITE 1100 COLORADO SPRINGS, CO 80903
PH: 719-685-0600 EMAIL: RON@QCOMMONWEALTH-REALESTATE.COM
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RONALD F. SPRAGGINS, CCIM

SPECIAL ACHIEVEMENTS
Closed more income property sales than any broker in Colorado Springs, Colorado (over 100 sales).
Instructor for the FDIC regulatory agency (RTC) personnel courses through CCIM program.
Senior Instructor for the National Association of Realtors’ CCIM Courses;
CI-101  ‘““Fundamentals of Real Estate Investment & Taxation’’ and
Cl-102 ‘“‘Fundamentals of Location and Market Analysis’
Instructor for over 10 years.

Holds the C.C.I.M. (Certified Commercial Investment Member) designation. Highest designation possible
in the Investment Real Estate field. First one in Colorado Springs to receive the designation.

Received ‘“‘Owner-Operator of the Year’’ award from the Colorado Apartment Association.
Member of the Faculty Committee (one of 9 instructors) for the CCIM program.

Past President of Colorado/Wyoming Chapter of CCIM’s (Certified Commercial Investment Member).
Past President of the Colorado Apartment Association, Colorado Springs Chapter.

Past President of the Colorado Apartment Association for the State of Colorado.

Board of Directors Member for Colorado Apartment Association for 8 years.

Listed in “Who’s Who in Real Estate.”

Twice received the ‘‘Outstanding Sales” award for Colorado Springs, Colorado.

Instructor for the University of Colorado’s ‘‘Advanced Real Estate Investment’’ courses.

Author of articles in nationally known ‘‘Real Estate Today”’, ‘‘Real Estate Observer”’, and Cl Journal
magazines.

Instructor for Oklahoma State University’s Commercial-Investment Real Estate Program.
Past speaker for Colorado Association of Realtor’s State Convention.

Developed and marketed ‘‘Garden of the Gods Estates’’, an exclusive subdivision that borders the
Garden of the Gods Park.

Hold Commonwealth Investment Corporation’s sales record.



RONALD F. SPRAGGINS, CCIM

EDUCATION
Bachelor of Science Degree from Eastern lllinois University in Business.

Graduate Work, from the University of Colorado, Colorado State University, Indiana State University, and
San Fernando State, toward Master’s Degree in Business Administration.

Advanced Real Estate Education:

Richard Reno’s ‘‘Real Estate Exchanging”

Charles Chatham’s ‘‘Real Estate Counseling”’

Considine’s “‘Advanced Real Estate Taxation”

The following CCIM courses through the Commercial-Investment Real Estate Council. Each
one is 6 days in duration:

Cl-101  *“‘Real Estate Investment & Taxation’
Cl-102  ‘“Real Estate Development”
Ci-103  ‘“‘Advanced Real Estate Taxation’ and
“Marketing Tools for Investment Real Estate”
Cl-104 “Case Studies in Commercial & Investment Real Estate Brokerage’
Cl-105 “‘Counseling Clients in Investment Real Estate’

““Real Estate Appraising’’ and ““‘Real Estate Law’’ through the University of Colorado
e ‘“‘Securities Course” through Investment Securities School & Jones Real Estate School to
obtain a Broker/Dealer license through Securities Exchange Commission
e Real Estate Securities and Syndication Institute (RESSI)
Course | (A Workshop in Real Estate Syndication);
Course |l (Advanced Techniques in Real Estate Syndication)
Gene Chamberlain’s ‘“How to Rent and Manage Apartments”’
Ed Kelley’s ‘“How to Manage Apartments”

EXPERIENCE

e Four years teaching in Marketing, Economics, and Business Law including two years at Palmer High
School, Colorado Springs, Colorado. Their Distributive Education Program was selected as second
best in the State of Colorado during Spraggins’ tenure.

Wrestling and Football Coach for four years. Produced the area’s first and only “High School All
American Wrestler’’ while head varsity coach at Vandalia, lilinois.

e Entered the Real Estale field in 1969 with WEIDMAN & COMPANY and set a sales record with that
firm during his first nine months in business.

e Director of Marketing & Sales for SCURR-MESSENGER INVESTMENTS (Colorado Springs’ largest
builder/developer) in 1970. Constructed 300-400 new single-family homes per year and approximately
2,000 apartment units. Responsible for all sales training and marketing functions, SMI had a record
sales year in 1971,

e Owner and president of Commonwealth Investment Corporation, a Commercial and Investment Real
Estate firm, and president of Commonwealth Securities Company from 1975-

e Spraggins has been active in income property sales/ownership/management since 1970.



SPRAGGINS OF COMMONWEALTH CLOSES $34 MILLION APARTMENT SALE
2NP | ARGEST IN COLORADO SPRINGS HISTORY

Grand River Canyon- 440 units- Sold for $77,000 per unit

Ron Spraggins, CCIM, & President of Commonwealth, Colorado Springs oldest apartment
brokerage/research firm, recently announced that their firm had closed the 2" largest apartment sale in
Colorado Springs history; both in terms of sales price ($34 million) & total units (440 units).

Ron & his sons, Ryan & Shane represented both the buyer & the seller in the Grand River Canyon sale.

Commonwealth, formed in 1975, has closed more Colorado Springs apartment sales than all other
Colorado Springs apartment firms combined. Ron Spraggins, CCIM has personally closed over 120
apartment complexes, more than all other Colorado Springs apartment brokers combined. Notable sales
by Spraggins include Grand River Canyon (440 units), Wildridge (305 units), Windmill (304 units),
Timberlane/Tanglewood (260 units), Normandy (207 units), & the award winning Glen Pond apartments.



The Grand River Canyon sales price of $34 million is second only to the recent sale of the Champions of
Norwood apartments which sold for $36 million. The Champions sale was also the highest price per unit
($109,187) ever paid by a buyer. Grand River sold for $77,000 per unit. Grand River Canyon has 440
units compared to Champions of Norwood’s 332 units. The Grand River Canyon sale is also the 2"
largest sale in terms of total units, only the Sterling Point apartments, which sold in 1997, has more total
units (496).

The seller was Specified Properties, Ltd from Dallas, TX. The buyers are Grand River Canyon, LLC,
which is made up of local Colorado Springs partners & California investors.

Spraggins noted that, “These buyers are old clients of ours since 1991. We sold these buyers their first
apartment complex in Colorado Springs at that time. We eventually sold them approximately 1,000
apartment units in the early 90’s. These 4 projects were eventually sold for a gross profit of almost $11
million, just a few years after they were acquired!”

“Apartments still don’t make economic sense if you just look at today’s numbers or worse if you look at
the 2003 actuals. The market has gone through the worse vacancy in 16 years; consequently, rents are
still below 2001 actuals! The apartment buyer today is buying “future cash flows” & usually has long
term holding periods, 7-10 years”, according to Spraggins.

There are some active buyers in the market today for the first time in several years; Spraggins is
currently working with 3 large buyers wanting to purchase 3,000 plus units. Commonwealth is currently
under contract on another large apartment complex that will be the 3™ largest apartment sale in
Colorado Springs & is scheduled to close in September.

“Class A complexes are in the mid 90’s in occupancy now for the first time since 2001. Much of this
occupancy has come at the detriment of the Class B complexes. When the Class A complexes lowered
their rents & offered concessions in order to fill their vacant units, many tenants from Class B complexes
found they could move up to better quality/amenities with little increase in rent”, said Spraggins.

“We call this the “migration cycle” in the apartment industry. Many of the Class B complexes went from
mid 90’s occupancy to as low as the mid 60’s during this cycle. The Class B complexes will now have to
lower their rents to fill these vacancies that moved up to the Class A projects. In turn, the tenants living
in Class C complexes will start moving up to Class B projects. After Class A complexes start running in
the mid 90’s for a period, the owners will then start raising rents & we’ll start another cycle”, commented
Spraggins.

Commonwealth has recently published a detailed 35 page sales report on the Colorado Springs
apartment market covering all sales above 20 units from 1990 to July 1, 2004. It breaks down sales by
Class A, B, & C, price by square foot, price per unit, etc. Anyone interested in obtaining this report may
contact Commonwealth at (719)685-0600.



SPRAGGINS TEAM OF COMMONWEALTH CLOSES $25 MILLION APARTMENT SALE

THE OASIS APARTMENTS 252 UNITS




Ron Spraggins, CCIM, & President of Commonwealth, Colorado Springs oldest
apartment brokerage/research firm, recently announced that their firm had closed
the 3rd largest apartment sale for 2004. The Oasis apartments sold for $25 million.
The complex has 252 units.

Ron & his sons, Ryan & Shane represented the buyer in the Oasis sale.

The Spraggins team now has their names on 2 of the 3 top apartment sales this year.
They recently closed Grand River Canyon (440 units) for $34 million & represented
both the buyer & seller in that sale.

Commonwealth, formed in 1975, has closed more Colorado Springs apartment sales
than all other Colorado Springs apartment firms combined. Ron Spraggins, CCIM
has personally closed over 120 apartment complexes, more than all other Colorado
Springs apartment brokers combined. Notable sales by Spraggins include Grand
River Canyon (440 units), Wildridge (305 units), Windmill (304 units), The Oasis
(252 units), Timberlane/Tanglewood (260 units), Normandy (207 units), & the award
winning Glen Pond apartments.

The Oasis sale price of $25 million is third only to the recent sales of the
Champions of Norwood apartments which sold for $36 million and the Grand
River Canyon apartments that sold for $34 million. Grand River Canyon has 440
units compared to Champions of Norwood’s 332 units. The Grand River Canyon
sale is also the 2”dlargest sale in terms of total units, only the Sterling Point
apartments, which sold in 1997, has more total units (496).

The seller was JBR Belbuck, LLC and Storey Oasis, LLC. The sellers were
represented by Chris Fontane of Fuller & Company. The buyers are Oasis
Holdings Company, LLC.

Spraggins noted that, “These buyers are old clients of ours since 1991. We sold
these buyers their first apartment complex in Colorado Springs at that time. We
eventually sold them approximately 1,000 apartment units in the early 90°s.
These 4 projects were eventually sold for a gross profit of almost $11 million, just
a few years after they were acquired!”

“Apartments still don’t make economic sense if you just look at today’s numbers



or worse if you look at the 2003 actuals. The market has gone through the worse
vacancy in 16 years; consequently, rents are still below 2001 actuals! The
apartment buyer today is buying “future cash flows” & usually has long term
holding periods, 7-10 years”, according to Spraggins.

There are active buyers in the market today for the first time in several years;
Spraggins is currently working with 3 large buyers wanting to purchase 3,000 plus
units. Commonwealth is currently under contract on another large apartment
complex that will be the 3" largest apartment sale in Colorado Springs & is
scheduled to close in December.

“Class A complexes are in the mid 90’s in occupancy now for the first time since
2001. Much of this occupancy has come at the detriment of the Class B complexes.
When the Class A complexes lowered their rents & offered concessions in order to
fill their vacant units, many tenants from Class B complexes found they could move
up to better quality/amenities with little increase in rent”, said Spraggins.

“We call this the “migration cycle” in the apartment industry. Many of the Class B
complexes went from mid 90’s occupancy to as low as the mid 60’s during this cycle.
The Class B complexes will now have to lower their rents to fill these vacancies that
moved up to the Class A projects. In turn, the tenants living in Class C complexes
will start moving up to Class B projects. After Class A complexes start running in
the mid 90’s for a period, the owners will then start raising rents & we’ll start
another cycle”, commented Spraggins.

Commonwealth has recently published a detailed 35 page sales report on the
Colorado Springs apartment market covering all sales above 20 units from 1990 to
July 1, 2004. It breaks down sales by Class A, B, & C, price by square foot, price
per unit, etc. Anyone interested in obtaining this report may contact
Commonwealth at (719)685-0600.
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reason: Iandl(;rds see the need to cater to a different tenaﬁt mix.

Multi-family specialist compiles market report

In other apartment news, Ron Spraggins, CCIM and owner of
Commonwealth, an apartment brokerage, has compiled research on
apartment rents, tenant profiles and sales figures. His work drew
praise from one of the city's largest property management firms.

Steve Engle, president of Griffis-Blessing, cited Spraggin's work after
reviewing the apartment broker's 2003 market report, which was
completed in February.

"He confirms what we are seeing_in_our_own properties," Engle said.

"He delves not only into geographical data but into classes of
property and concludes that better quality rental properties have
filled up at the expense of lesser properties. That is consistent with
what we're finding."
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May 7, 2004 We Mean Business

Multifamily market trends key to successful investment

by Becky Hurley
05/07/2004

Some commercial and multifamily
brokers derive pleasure from the
sales process. Others enjoy crunching
numbers to determine cap rates,
internal rates of return or cash flow.

In a special class, however, are the
deal-makers who thrive on creating a
"big_win"_ environment for investors,
based on pre-sale market analysis, on s
an examination of high-return CSBJ Photo
investment opportunities and a

working knowledge of market dynamics.

The latter, as Ron Spraggins, president of Commonwealth

Investments has learned, comes from years of experience - his own
began in the mid-1970s. As a contemporary of Colorado Springs'
commercial real estate industry pioneers such as Steve Schuck, John
Olive_and Steve Engel, Spraggins founded the city's first multifamily
brokerage in 1975.

He once owned Broadmoor Villa Apartments, Glen Pond and Country
Club Gardens. Today the veteran broker is mentoring his sons, Shane

and Ryan, on the intricacies of the multifamily market and on what
constitutes a good investment.

To owners and property managers such as Steve Engel at Griffis-
Blessing, this attention to the subtleties of the business pay off in
increased profits. "In our business you have to pay attention not only
to what year a property was built and the rents a one or_two
bedroom unit will generate, but to the quality of the structure - the

‘class' of property you operate," he said. "You have to also figure in
the cost of marketing and incentives."
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Investors focus of data-rich report

Engel credits Spraggins and Commonwealth with providing some of
the cleanest and most helpful data available in the Pikes Peak region
apartment market. The Commonwealth 2004 Apartment Market
Survey, compiled and published in January includes data from 313
apartment complexes of 20 or more units and encompasses more
than 30,000 apartments.

Unlike other analysts, including the University of Denver's Gordon
Von Stroh, who publishes the Pikes Peak Apartment Association's
market status report, Spraggins' team breaks down rents and
buildings, not just by quadrants of town, but into seven distinct
neighborhoods.

"You can't say that an apartment near Old Colorado City falls in_the
same category with newer product near MCI in_Mountain_Shadows."
he said. "And all buildings constructed pre-1980 are not alike. In
Southwest Colorado Springs, you've got an older property like the
Regency Towers Apartments which certainly qualifies as a Class A
property. You can't lump it in with average units built in the 1950s off
Cheyenne Road or Nevada Avenue."

The report defines Class A apartments as the "best" complexes in
terms of location, amenities and quality of construction. Residents
are typically white-collar and able to afford single family homes.

Class B units are in complexes surrounded by neighborhood settings.
Amenities typically include a pool and formal play area. The
properties are better maintained and have better curb appeal that
Class C complexes. Tenants are described as young families and
single parents who value school district location.

Class C properties are found in transition areas between commercial

—sectors and residential neighborhoods. They often are clustered with
other apartment complexes, offer amenities similar to Class B
complexes, but may not be as well-maintained. Tenant population is
varied, and price, more often than location, is most important.

Commonwealth's team also divides multifamily rents into "street
rents" and "economic rents" - differentiating what asking rents_are
for new tenants in contrast to street rents minus concessions.

"Since the 11,000 troops were deployed a year ago, we saw
complexes giving away everything from one or two free months rent
to washers and dryers or bicycles to attract new residents," he said.
"Especially for investors who own 200 or 300 units, that cost mounts
up and must be figured in to any P&L."

Engle said that Spraggins' analysis is "right on."

"Like him, we are seeing tenants migrate from Class C or B
apartments to the amenities of Class A complexes," Engle said. "That
has come about because low interest rates, a slow job market and
troop deployments which created higher vacancies in all local
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properties. As a result, landlords have offered aggressive incentives
and have lowered rents to attractive levels."

That trend may soon level off, however. Returning troops have
swelled occupancy rates at properties such as Creekside at Palmer
Park, a $20 million-plus new Class A complex completed by Griffis-
Blessing for an investor in 2002. A spokesman for the 333-unit
property said a $250 move-in incentive continues, but a four to five
percent vacancy rate means tenants are willing to pay anywhere from
$800 to $1200 per month (on a 12 to 15-month lease) for a one- or
two-bedroom unit.

Reflecting on past highs and lows

An individualist who doesn't always subscribe to others' definition of a
"hot _market", Spraggins finds some top sales per unit statistics
generated since 2000 to be contradictory. His office bases its work on
the assumption that apartment investors like to buy low and sell
high.

"Looking back, 2000 was the top of the market - the time to be
Selling, not buying,” he said. "Almost all who bought earlier in the
90s made fantastic returns. Class A properties that sold in 2000 for
$84,000 per unit won't see a positive return for years because the
average price of Class A units sold in 2001 dropped to $71,000 and
remain at that level in 2004. That means investors who have owned
real estate for four years have not yet seen appreciation back to the
price they paid in 2000."

Through four recessionary cycles, the broker has made an avocation
of tracking "street rents", "economic rents" and tenant migration
statistics, all of which are key to long-term investor gains.

In the preface to the January 2004 report, Spraggins included
yearend 2003 migratory trends in the tenant population - noting that
Class A vacancies were down to 12 percent while vacancies at Class B
complexes soared to 17 percent. Perhaps surprisingly to those
outside the industry, Class A complexes in good geographic areas
were enjoying 90 to 98-percent occupancies.

Spraggins also notes that while "location, location, location" is an
accepted real estate mantra, in the case of multifamily investment,
"timing, timing, timing"” may be more accurate. "lI've seen investors
lose money in a great location if they purchased at the wrong time,"
he said.

To illustrate, he recalls advising his clients to buy in 1990 when
vacancy rates hovered at 14 percent and had been higher than 12
percent since 1984. By 1994, vacancies had dropped to 1 percent.
"The largest rent increases in our history occurred through 2000,"
Spraggins said. "Building values rose on some complexes from
$10,000 per unit to over $50,000 per unit. Once again, the idea, like
all investments, is to buy low and sell high."

Looking into

http://www.csbj.com/viewstory.cfm?recid=7128 5/7/2004


Ron
Line

Ron
Line

Ron
Line

Ron
Line

Ron
Line

Ron
Line

Ron
Line

Ron
Line

Ron
Line

Ron
Line

Ron
Line

Ron
Line


The Colorado Springs Business Journal Page 4 of 4

the crystal ball

_investments - including a 4.300-percent return on one client's

$S200 000 1nve men n-the \Alldrigdge _Aba men oMmunple a naseg

remains focused on the future

"Our research indicates that the market will basically remain
unchanged in 2004 unless new apartment households exceed the
new units being added," he said. "When this happens the vacancy
rate goes down, allowing rents to start escalating, which in return,
increases the value of the apartment complex.”

Commonwealth's research reports that 300 units will come on line in
2004, but notes that 440 more are "on hold," pending the return of a
robust apartment market.

Spraggins sees the return of the troops as a boon to the market, but
cautions that the privatization of Fort Carson's post family housing is
well under way. He points to 840 new apartments units added in
Phase I, with additional units planned for Phase Il, according to GMH
Military Housing estimates.

-Editorial@csbj.com

Jgo-to home page]
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COMMONWEALTH’S APARTMENT SURVEY HAS VACANCY AT 16 YEAR HIGH
By: Ron Spraggins, CCIM, and President of Commonwealth

Spraggins is a nationally recognized expert in the apartment industry. He has personally closed more
Colorado Springs apartment complexes than all other area apartment brokers combined. He has closed
over 120 sales. Ron is the past President of the following: State of Colorado Apartment Assoc., Colorado

Springs Apartment Assoc, and the Colorado/Wyoming CCIM Chapter. He was a Senior CCIM Instructor
for 13 years and the first person in Colorado Springs to receive the coveted CCIM designation.

Commonwealth, the areas oldest apartment brokerage/research firm, recently released their April 2003
Apartment Market Survey. The information in the survey comes from one of the largest compilations of
apartment data in Colorado Springs. The data bank includes the majority of all apartment complexes
consisting of 20 or more units, encompassing over 300 complexes representing over 27,000 units.
Commonwealth has compiled this information over a 28 year period.

The survey shows the overall average apartment vacancy in Colorado Springs skyrocketed 25% during the
last quarter to over 15% in April. This is the highest number since 1986, when over 10,000 units were added
to the apartment supply during that construction cycle. After 1986, you have to go back to 1976 to find the
vacancy rate as high (See Vacancy Graph). A more meaningful figure is the vacancy rate by geographic
area. The northeast had the highest rate at over 21%. The northwest follows with 15%. The southwest
stood with the lowest vacancy at 10%. The high rate in the northeast can be attributed to the over-building
of new complexes in that region and job layoffs. The first in, first out rule applied to the new employees that
were brought into that area. Many of them were apartment renters. The northwest is also still feeling the
effects of job layoffs in the Garden of the Gods Rd corridor (SEE GRAPH FOR ALL GEOGRAPHIC
AREAS). Vacancy however is not the real important number.

The main difference between this survey and typical surveys is the comparison of street rents (asking rent
for new tenants) to true economic rents (street rents minus giveaways). The number investors and managers
should be concerned with is the true economic rent. I’d rather collect $30,000 at 80% occupancy than
$20,000 and have 95% occupancy! The majority of all complexes in all geographic areas are offering some
type of giveaways. These range from $175 to $250 off each months rent for a year lease! Others are offering;
1-3 months free rent, $99 total move in cost, free washer/dryer, etc. When you do the math on these
giveaways, the economic rent is 20% to 30% less than the asking street rent! Reports that state $1.00 per
square foot per month as average rent are stating street rents. In most areas, the true economic rent is $.75,
not $1.00. If an investor uses the $1.00 figure to analyze future cash-flows in order to arrive at a true market
value, his values are going to be way off. If you take this further, the true economic vacancy rate of your
project isn’t the physical occupancy if you’re doing giveaways.

Street Rent (In dollars per square foot per month) ranged from a low of $.77 for a southeast 2 bedroom/1
bath unit to a high of $1.24 for a studio unit in the northeast. The real story is that economic rents range
from a low of $.58 for a 2 bedroom/1 bath unit in the southeast to a high of $.93 for a northeast studio unit.
THE AVERAGE ECONOMIC RENTS FALL IN THE $.75 TO $.80 RANGE (SEE GRAPHS FOR EACH
TYPE OF UNIT & GEOGRAPHIC AREA). Rents have declined in all areas.

Pets are being taken by most complexes in all geographic areas. Pet deposits, in addition to the normal
damage deposit, range from $150 to $600 per animal. Many are not refundable. Some owners think this is a
source of income, however, when replaced carpet, resodding, etc. is all considered, I think it’s a losing
proposition. Interestingly, the few projects who don’t accept pets have higher occupancy than their
competition who accepts pets? There are many tenants who prefer not to rent in a complex that takes
animals . . . for obvious reasons.

ABSORPTION was basically “0” or in some areas, negative. The majority of the apartment communities
are merely trading tenants. It should be noted that this report clearly shows the IMPORTANCE OF
PROPER APARTMENT MANAGEMENT. Complexes in the same neighborhood had vacancies ranging
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from 24% to 3%, depending mainly on the quality of management and their marketing programs. Since
there are several hundred more units (supply) to still come on line, it appears that there will probably be
negative absorption during the rest of 2003. Construction far exceeds any reasonable net migration
(demand) that will probably occur. That being the case, the vacancy rate will probably continue to rise
through 2003 and a further reduction of rental rates is expected. It’s possible we may see some lowering
during the summer months as seasonal workers usually increase demand. However, from September
through December the scale usually evens.

Too much Apartment construction has been a major factor in the current over-built situation. What usually
happens is that there are marketing studies that show the need for, let’s say 1,000 units. Then 10 different
builders built them or 10,000 total units. Another reason for BUILDERS BUILDING IN AN OVER-BUILT
MARKET IS: “SUPPLY WILL ALWAYS GROW TO MEET AVAILABLE CAPITAL”, ha. We’re close
to adding almost 9,000 units to the supply side in this building cycle; with several hundred more in the
planning stages (some have wisely put their plans on hold). This number is almost the same as the 10,000
new apartments that were added in the last building cycle of 1984-86. During that cycle the vacancy rate
remained above 12% from 1984 thru 1991. This high rate remained longer than normal due the wisdom of
the RTC (Resolution Trust Corp). When all the new apartment construction is finished, we could add over
2,000 more units in 2003. This is far more than normal absorption numbers can handle.

Single family homes also play a major factor. Many complexes report as high as 85% of tenant move-outs
have purchased a home! Another 3,000 single family are estimated to be built in 2003. Many investors don’t
track the single family market. With historic low interest rates, the monthly payments on a new home
compare favorably with the monthly rent for a new 3 bedroom apartment. NET OF INFLATION, THE
AVERAGE PRICE PER HOME IN COLORADO SPRINGS DECLINED FROM 2002 TO 2003. This
means that market is also softening. Lower prices, over-supply, all lead to lower monthly mortgage
payments which will cut deeper into the apartments. Builders & owners, who can’t sell their homes, end up
doing lease/options or renting, which also competes with the apartment market.

Commonwealth’s Apartment Newsletter of October 2000 suggested “now may be the time to sell Colorado
Springs apartments, even though the vacancy rate is at 3% and rents are rising”. History now shows the
vacancy rate jumped from 3% in 2000 to 9% by the end of 2001, 12% the end of 2002, and now 15% in April
2003. It appears October of 2000 would’ve been close to the top of the market. We’re now seeing prices $3-5
million less for the same complex today compared to the market price of 2000. WE’VE ALL HEARD THE 3
MOST IMPORTANT WORDS IN REAL ESTATE ARE LOCATION, LOCATION, LOCATION. This is
partially true, however, I feel TIMING, TIMING, TIMING IS MORE IMPORTANT. I’ve seen investors
lose money in a great location if they purchased at the wrong time. We also advised selling in 1972 when
vacancies were at 1%. Vacancies climbed to 7% in 1973 and shot to over 22% in the next 3 years. In 1976
when vacancies were over 16%, Commonwealth suggested buying apartments. The vacancy went steadily
downward to 6% by 1979. Commonwealth suggested selling in 1983 when the vacancy was at 4%. The rate
rose to over 12% in 1984 and peaked at 15% in 1986. The firm then strongly suggested buying in 1990 when
the vacancy rate was at 14% and had been over 12% since 1984. The 14% vacancy of 1990 went to 12% in
1991, 4% in 1992 to 1% in 1994. The largest rent increases in history occurred over these years through
2000. Building values rose on some complexes from $10,000 per unit to over $50,000 per unit. The idea, like
all investments, is to buy low and sell high.

This indicates the market will continue to soften until new apartment households (demand) moving into the
area exceeds the new units being added ( supply), which will lower the vacancy rate, allow rents to start
escalating, which in turn increases the value of the apartment complex. We then return to 5% or less
vacancy and just when you think you can relax ... THEY’RE BACK!! The hammer and nails start
pounding again, we build too many units, vacancies rise, rents go down, cash flow is like hen’s teeth, and it
all starts over again. Oh, well, that’s life in the apartment world.

FOR MORE DETAILED INFORMATION CONTACT: Ron Spraggins, CCIM
COMMONWEALTH Holly Sugar Bld 2 North Cascade Suite 1100 Colorado Springs, CO 80903
Ph: 719-685-0600  email: spragginsccim@adelphia.net
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Sell Colorado Springs apts now?

“WHY NOT HOLD YOUR
PROPERTY UNTIL THE
MARKET RETURNS TO
LOW VACANCIES &
MARKET VALUES ARE
HIGHER?”

“30 YEARS OF CYCLES SHOW
IT TAKES 6-8 YEARS FOR
HIGH VACANCIES TO GO
DOWN TO 5% AND “0”
APPRECIATION DURIING
THIS PERIOD”

“OWNER’S HAVE TO
ASK THEMSELVES
TWO QUESTIONS.

CAN YOU SUPPORT
THE COMPEX IF THE
CASH FLOW BECOMES
NEGATIVE AND IS
THAT GOOD MONEY
FOLLOWING BAD
MONEY?

WHAT COULD YOU DO
WITH THE EQUITY IF
YOU SOLD & PLACED
THE DOLLARS IN
SOMETHING ELSE?”

In areccent APARTMENT NEWS

interview with Ron SPRAGGINS,
CCIM, President of Commonwealth,
he suggested that now may be the op-
portune time to sell your apartment
complex. Ron is a nationally recog-
nized expert in the apartment indus-
try. He has personally closed more
Colorado Springs apartment com-
plexes than all other area apartment
brokers combined (over 120 closed
sales). During his 31-year career he
has been President of the State of
Colorado Apartment Assoc., Presi-
dent of the Colorado Springs Apart-
ment Assoc., and President of the
Colorado/Wyoming CCIM Chapter.
Ron was a Senior CCIM Instructor
for 13 years and supplied the informa-
tion for the Apartment Section for the

RON SPRAGGINS, CCIM
PRESIDENT OF COMMONWEALTH

CCIM Course on Marketing Research.
He was the first person in Colorado
Springs to receive the coveted CCIM
Designation. Commonwealth is Colo-
rado Springs oldest apartment broker-
age firm, serving Colorado for over 27
years. Members of the firm have
closed more apartment sales than any
commercial real estate firm in Colo-
rado Springs.

APARTMENT NEWS:

RON, YOU’VE SUCCESSFULLY
PREDICTED THE UPS & DOWNS
OF THE MARKET SINCE 1969.

IN 1972 YOU ADVISED SELLING WHEN THE
VACANCY WAS AT 1% & RISING RENTS. IN
1976 YOU URGED CLIENTS TO BUY WHEN
THE VACANCY WAS A RECORD HIGH 22%.
THE 22% WENT DOWN TO 4% IN 1983 & YOU
RECOMMENDED SELLING. IN 1990 THE
VACANCY WAS 14%, YOU STRONGLY SUG-
GESTED BUYING.

THE MARKET IS AT 4% & RENTS
RISING, WHY SELL NOW?

SPRAGGINS: WE’VE ALL HEARD THE 3 MOST
IMPORTANT WORDS IN REAL ESTATE ARE LO-
CATION, LOCATION, LOCATION. THIS IS PAR-
TIALLY TRUE, HOWEVER, I FEEL TIMING, TIM-
ING, TIMING IS MORE IMPORTANT. I’VE SEEN
INVESTORS LOSE MONEY IN A GREAT LOCA-
TION IF THEY PURCHASED AT THE WRONG

TIME. LIKE ALL INVESTMENTS, THE
IDEA IS TO BUY LOW AND SELL
HIGH.
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THE HARD PART IS DETERMINING WHERE THE MARKET IS ON THE APARTMENT CYCLE. PREDICTING THE MARKET
IS A MATTER OF CONSTANTLY DOING A LOT OF RESEARCH & UNDERSTANDING THAT THE MARKET IS CONTROLLED BY

SUPPLY & DEMAND.

APARTMENT NEWS: HOW DID YOU DETERMINE THAT LATE 1990-91 WAS AN IDEAL TIME TO
START BUYING APARTMENTS WHEN THE VACANCY WAS AT 14%?

SPRAGGINS: YOU START WITH CURRENT VACANCIES. NEXT STEP IS FORECASTING THE INCREASE IN POPULATION TO
ARRIVE AT HOW MANY NEW HOUSEHOLDS (DEMAND) WILL BE ADDED EACH YEAR. YOU NEXT HAVE TO DETERMINE
HOW MANY OF THESE HOUSEHOLDS WILL RENT APARTMENTS. YOU NOW HAVE AN ANNUAL ABSORPTION NUMBER TO APPLY
TO THE CURRENT VACANCIES. DON’T FORGET FUTURE APARTMENT & NEW HOME CONSTRUCTION (SUPPLY). WE’VE
COVERED THIS IN A PARAGRAPH, OBVIOUSLY, HOURS & HOURS ARE REQUIRED TO OBTAIN & DECIPHER THESE FACTS.

ALSO IMPORTANT IS A “GUT FEELING” aBout THE LOCAL MARKET, ECONOMY, ETC. WHICH ONLY
COMES FROM YEARS OF EXPERIENCE IN THAT LOCAL MARKET. REAL ESTATE IS A LOCAL
MARKET (THAT’S THE REASON WE’VE SEEN OUT OF STATE BUILDERS GET BURNED BADLY IN THE PAST). INCREASES IN
BASE JOBS 15 ALSO A CRITICAL FACTOR. THERE IS NO SUBSTITUTE FOR GETTING ON THE STREET &
BURNING A LOT OF SHOE LEATHER.

APARTMENT NEWS: WHERE ARE WE ON THE APARTMENT CYCLE TODAY?

SPRAGGINS: WE’RE SOMEWHERE BETWEEN THE ACCELERATED NEW CONSTRUCTION & OVER-BUILDING
PHASE. IF ALL OF THE NEW PROPOSED CONSTRUCTION HAPPENS, WE WILL GO INTO THE “HIGH
VACANCY?” PHASE OF THE CYCLE! I’VE VISITED WITH SEVERAL RESIDENT MANAGERS & OVER 50% OF THE COMPLEXES ARE
OFFERING INCENTIVES. WHEN I SEE “PETS OK” IN ADS, I KNOW THE MARKET IS SOFTING UP. INCREASE IN RENTAL RATES
ARE AT THE LOWEST % IN MANY YEARS. MOST OF THE NEW COMPLEXES ARE TARGETING THE SAME
MARKET, WHICH IS THE SAME MARKET THE SINGLE-FAMILY HOME BUILDERS ARE SEEKING.

APARTMENT NEWS: WHY NOT JUST HOLD YOUR PROPERTY UNTIL THE CYCLE GOES BACK
TO THE “INCREASING RENTS” PHASE?

SPRAGGINS: IN OBSERVING OVER 30 YEARS OF CYCLES, I’'VE FOUND THAT THE CYCLE TAKES SEVERAL YEARS TO CORRECT
ITSELF. IN 1975 THE 22% VACANCY TOOK OVER 8 YEARS TO GO DOWN TO 4% IN 1983. OVER-BUILDING HAPPENS MUCH
FASTER. BY THE END OF 1984 THE VACANCY HAD RISEN FROM 4% TO OVER 12%. IT TOOK 6 YEARS TO GO DOWN TO 5%. AS
AN OWNER YOU HAVE TO ANSWER TWO QUESTIONS: CAN YOU SUPPORT THE INVESTMENT IF THE
CASH FLOW BECOMES NEGATIVE? SECONDLY, WHAT COULDYOU DO WITH YOUR EQUITY IF YOU HAD
SOLD THE COMPLEX & PLACED THE DOLLARS IN SOMETHING ELSE? IN A SOFT MARKET THE RETURN ON
YOUR INVESTMENT IS EXTREMELY LOW OR NEGATIVE. MARKET VALUES ARE SLOW TO INCREASE COMING OUT OF AN OVER-
BUILT MARKET. THE MARKET VALUE OF APARTMENTS IN 1984 WENT DOWN TO A LEVEL THAT TOOK US UNTIL ALMOST 1994 TO
GET BACK TO 1984 VALUES. IN ESSENCE, THESE PROPERTIES HAD “0” APPRECIATION FOR 10 YEARS! FOR EXAMPLE, WE SOLD
THE WILDRIDGE APARTMENTS (305 UNITS) FOR $4.6 MILLION IN 1991. THESE INVESTORS SOLD IT FOR $8.6 MILLION TWO YEARS
LATER! NOT A BAD RETURN FOR A $400,000 DOWNPAYMENT. THIS COMPLEX HAD SOLD FOR ALMOST $10 MILLION IN 1984,
PRIOR TO THE OVER-BUILT MARKET. THIS COMPLEX IS WORTH OVER $15 MILLION TODAY. WE SOLD THE WINDMILL APART-
MENTS (304 UNITS) FOR JUST OVER $3 MILLION IN 1991. THE PROJECT SOLD 8 YEARS LATER FOR OVER $12 MILLION! IT’S VALUE
TODAY IS IN THE $15 MILLION RANGE. THESE TYPES OF RETURNS DON’T HAPPEN UNLESS YOU ARE BUYING NEAR THE BOTTOM
OF THE MARKET. MOST SELLERS WAIT FOR THE LAST DOLLAR OF APPRECIATION & ARE FORCED

TO SELL AT THE WORSE TIME. INLATE 1983 THERE WERE MORE BUYERS THAN PROPERTIES AVAILABLE. IN JUST
ONE YEAR YOU COULDN’T FIND A BUYER FOR APARTMENTS IN OUR AREA & THIS LASTED 6 YEARS, UNTIL 1991.

APARTMENT NEWS: IGUESS WE’LL HAVE TO WAIT & SEE IF YOU’RE RIGHT ... AGAIN.
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- Spraggins currently owns, or has owned
and managed the following properties:

Glen Pond Apartments (75 Units
1700 Lorraine
Broadmoor Villa Apartments (102 Units)
25 East Sommerlyn Road
The Glen Apartments (54 Units)
1224 Delaware Drive
Country Club Gardens Apartments (45 Units)
3110 Mallard Drive
Lakeshore Apartments (30 Units)
915 Teal Court
Spring Run Apartments (47 Units)
2005 South El Paso
Westwind Apartments (43 Units)
1935 Carmel Drive
Eastbrook Terrace & Corona Court Apartments (51 Units)
319+432 East Brookside
Cascade Park Apartments (78 Units)
610+624 North Cascade (Didn’t manage)
Village 7 Shopping Center (Shoppette with offices)
3315 West Carefree
120 Acres in Rockrimmon
Developed Garden of the Gods Estates-25 acres
The Bluffs West Apartments (55 Units)
4339 North Chestnut
Plaza Office Building (50,000 Square Feet)
830 North Tejon
The Valkyrie Apartments (48 Units)
129 North Bonfoy
Casa Vega Apartments (83 Units)
2001 Carmel Drive
San Marcus Apartments (26 Units)
2915 North Arcadia (Didn’t manage)









