1. How will you position and market the space considering the current Market conditions?  Briefly confirm the market conditions and describe your marketing approach in detail.

Repositioning Strategy:

A parallel repositioning strategy needs to be undertaken as outlined in Matrix table one below:

Parallel Repositioning Strategy Matrix

	
	  Traditional R&D


	   Alternative Use

	Single Tenant
	 -Biotech
                       -Military

-Research                         -Education

-Assembly                        -Government 

-Design Build                  -Data Management

-Manufacturing              -Remanufacturing

-Incubation                       -Clustering Concepts  

-Engineering                      that potentially could 

-Archival Storage               make optimal use of 

-Traditional Office            building’s amenities,

-Clean Service Ops            which would need          

-Data Encryption               be rented to, and 

-Document Digitization    operated by, third            

-Cartography                     parties as independent 

                                           profit centers*



	Multi-Tenant

(Synergistic Clustering)
	


*Such as the Cafeteria, Clean-Room Operations, Logistics Docking     including Onsite Warehousing, Security, etc., that would add value 

to targeted tenants, and corresponding rental income to the landlord       In the event that this is unachievable, then these areas of the building will need to be reconfigured from common areas to rentable areas.   

It should be noted that the targeted facility industry segments identified above are preliminary, and that once The Staubach Company (TSC) is retained for property repositioning and/or disposition a more detailed evaluation of the facility’s attributes and limitations will need to be undertaken.  Additionally, an analysis of where any targeted industry segment is in their respective business cycle needs to be undertaken as our intent is to target industry segments in growth modes with the corresponding ability to attract venture capital in order to support such growth.

Current Market Conditions:

With the economy continuing to flatten, due in large part to the technology sector, 

the real estate market has softened significantly in the last six months.  This is particularly problematic with regard to the subject property given that it is domiciled in the Northwest real estate market (Denver/Boulder Corridor), a market defined by 

a technology sector user base, where only 12 months ago vacancy rates fell below 5%.  Today office vacancy rates in the Northwest market exceed 30%, and are continuing to rise!

Factors attributing to this precipitous vacancy spike include over 700,000 square 

feet of new speculative construction having come on-line in last 18 months, over 1,300,000 square feet of second generation sublease space being reintroduced to the market as a function of technology sector downsizing and business failures, and a complete flattening of the office space demand curve, which has driven growth in the Northwest real estate market for the past 6 years.

The prevailing market conditions in the Denver/Boulder Corridor were not anticipated for the reasons described above. This has resulted in a materially 

negative impact upon both lease rates and corresponding property values.  There is a tremendous amount of space available in the Northwest Denver marketplace today (2.0 million SF) relative to its total size (6 million SF).  In fact, the 2.0 million SF of space that is now available equals the amount of square footage that was constructed in this market during the previous seven years!  In our opinion, it may take two or more years for vacancy rates to return to the days of the pre-technology down-cycle era.

Property Repositioning Constraints:


In addition to both the Denver/Boulder Corridor softening market conditions 

and multi-tenant versus single-tenant constraints outlined above, several other repositioning constraints exist.  These include:  

· A finite optimal single-user tenant universe, which potentially will be 

further limited by present ownership, which may exclude leasing or selling   the facility to potential competitors who are likely optimal single tenant users

· A continuing flattening economy

· The facility may provide more amenities and infrastructure that a non-optimal alternative space users may require, and therefore, be willing to support in the corresponding rental rates or related purchase price

· The potential that alternative space users may be subject to rezoning contingencies   

Site Attributes:


The subject property offers an attractive singular campus identity with high visible exposure to the Boulder Turnpike.  The site is equidistant between Boulder and Broomfield, and is within easy access of Interlocken Business Park and the new Flatiron’s Crossing Mall.   Additionally, the property is located in proximity to a world-class research university (CU), and The Jefferson County Airport.  The subject property is located on a class “A” real estate site within the Denver/Boulder Corridor.  

Building Attributes:

This class “A” facility is reflective of its 1996 contemporary construction, is in excellent physical condition, is well maintained, shows well, currently has quality recognizable tenants, and is supported by full research and development (R&D), office, and production mechanical & electrical infrastructure.

Marketing Approach:

In accordance with the Repositioning Marketing Strategy, and in recognition of the Current Market Conditions and the Property Repositioning Constraints, we believe that this property will need to be marketed both innovatively and proactively from both a single and multiple tenant perspective.  

From a single-tenant perspective, we will assume that an optimal single-tenant prospect has the ability to cohabitate with the existing tenants until such time as 

those third party tenants’ leases and options expire, with the intent of absorbing those leased spaces to accommodate future growth, under one roof, in accordance with 

the prospective single-tenant owner/lessee’s strategic business plan.  Otherwise, it is assumed that the present owner, Maxtor, has the ability to terminate, or buyout, the existing third party lessees.  

Any single-tenant repositioning strategy subject to present ownership’s termination 

or buyout of existing third party lessees will have to be supported by the proposed transaction’s sale or leasehold economics.

As such, our single tenant repositioning strategy will incorporate the following efforts:

· Contact  the University of Colorado regarding pending grants and or endowments that may result in a significant off site facility requirement

· Proactively market the property through laser target advertising in selected industry trade journals globally

· Identify R&D and High Tech industry growth segments for blitzkrieg marketing efforts

· Identify significant merger and acquisition activity in R&D and High  Tech industry sectors targeting M&A activity likely to transpire between firms with obsolete facilities*

· Identify significant merger and acquisition activity in R&D and         High Tech industry sectors targeting M&A activity likely to expand geographic coverage with a need for regional production and product service support*  

· Identify significant merger and acquisition activity in R&D and High   Tech industry sectors targeting M&A activity likely to create symbiotic partnerships resulting in increased demand for production capacity*

· Create “Web Site” case study on property for use on The Staubach Company’s Channel 12 internet site

· Leverage existing relationships within both the R&D and High Tech industry segments of Staubach’s Global Network

· Continue to think strategically in identifying optimal single-tenant prospects, and bringing this facility opportunity to their attention 

* Likely to require the assistance of sub-consultants like Arthur Anderson or Price   Coopers Waterhouse

Under a multi-tenant repositioning strategy, we will endeavor to identify industry clusters that through strategic partnering would benefit from cohabitating under     one roof while simultaneously gaining value from the building and site attributes and amenities identified in the multi-tenant alternative use section outlined in the Parallel Repositioning Strategy Matrix above. 

It should be noted that all identified Traditional R&D and Alternative Use industry segments under both Single and Multi-Tenant scenarios in the Parallel Repositioning Strategy Matrix will be pursued under a multi-tenant scenario independent of any industry clustering approach.

2.  What are your differentiating factors and how would you be more successful that others? 

The Staubach Company’s (TSC) has been able to differentiate itself locally and nationally by providing superior service and value-added results for real estate users such as Maxtor.  Below is an outline of some of the global features and benefits of working with TSC:

· Exclusively Tenant Representatives – 100 percent committed to our corporate clients, Staubach never represents developers or institutional owners of buildings thereby eliminating conflicts of interest, and negotiating the optimal facilities solutions on behalf of our clients
· Value-Added Guarantee – Staubach’s confidence in its employees, resources, and capabilities is so absolute, that we back all of our client services with an unconditional guarantee.  We are the only national real estate services firm so committed to value-added performance
· Design Construction Consulting Services (DCCS) – Offering risk management and added value through our proven process, DCCS both quantifies and calibrates the costs associated with tenant finish construction at a given time 
and in a given market.  Your DCCS team will oversee and expedite the design and construction of a given prospect’s space, ensuring both contract compliance and competitive pricing from their architect and contractor of choice.  By reducing project risk, your prospects obtain the greatest value for either Maxtor’s or the prospect’s tenant improvement investment resulting in more market driven rental income to Maxtor

· Staubach Lease Finance (SLF) – SLF’s purpose is to provide your prospective tenants with comprehensive lease finance solutions for tenant improvements and personal property.  This includes carpeting, HVAC reconfiguration, other tenant improvements, and furniture, fixtures, equipment (including computers and telecom) and other personal property.  This occupancy cost service provides your prospects with competitive and creative third party financial offerings and solutions. 
· Experience and Skills Set - By attracting some of the most tenured and skilled professionals in the industry, The Staubach Company continues to create new and innovative facilities solutions on behalf of our clients.  Whether your prospects need traditional office, R&D space, or a facility reflective of a unique business culture, your Staubach Team will invest itself in understanding your prospect’s business ,their capital constraints, and in devising a Quantum facilities strategy that conforms to their strategic business plan
· Disposition and Repositioning intellectual expertise.  Please refer to your Question Number 3 below regarding the proposed Staubach Quantum Project Team

3.  Describe your team and their relevant experience?
The proposed Quantum repositioning Staubach Team includes two broker principals 

and a lead consultant in addition to all 15 Denver based Staubach brokers and the Global Staubach network of 5,000 brokers, consultants, principals, and support staff.  

The resumes of the team are attached on the following pages. 
Executive Vice President

Joe Hollister

[image: image1.wmf]
Joe Hollister is a founding Principal in The Staubach Company’s Front Range Corporate Services Division.  The division is responsible for providing real estate transaction representation and consulting services to Staubach clients located in Colorado, Wyoming, New Mexico, Arizona, Montana, Idaho, Utah, Washington, Oregon, Montana, South Dakota, North Dakota, Minneapolis and Nebraska.  Joe’s responsibilities include client account management as well as regional administration.  His brokerage background includes project consultation and execution of lease and sale transactions for office properties on a national  basis.  Joe serves as Executive Vice President of The Staubach Company-Front Range, LLC. 

He has over 16 years’ experience in office leasing, property disposition, real estate finance, and strategic planning. Over the last several years, Joe has concentrated exclusively on Tenant Representation, with a specific emphasis on working with major corporations on strategic facilities planning, portfolio management, build-to-suits and relocation and disposition.  Joe's experience also includes consulting and representing tenants with office requirements to include long range strategic planning of their real estate needs.  
Joe’s expertise has resulted in successful projects for K-Mart Corporation, Automatic Data Processing, General Electric Capital Corporation., U S WEST Communications/Qwest Communications, AT&T Broadband, Global Crossing, Pinnacol Assurance, K N Energy, Inc./Kinder Morgan, and Mobil Oil Corporation.  His attention to details, organizational and leadership skills have added value to transactions totaling more then 15,000,000 square feet.

Prior to joining The Staubach Company, Joe was a Senior Vice President with Grubb & Ellis for twelve years.  Joe is a member of National Association of Industrial and Office Parks (NAIOP) and has received The Staubach Company’s Top Producer Award for the past four years. He is a native of Washington, D.C. and a graduate of Colorado State University, receiving a Bachelor’s degree in Business in 1984. 

Lead Consultant:

Kyle Cascioli
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Kyle joined The Staubach Company in May of 2001 as an Associate in the Corporate Services Division after six years as an independent outside consultant or broker to institutional owners and users of real estate including Arter & Hadden, Christy Sports, First Union, GE Capital, Landbank, Radiant Partners, Sevo-Miller, Trammell Crow, and the cities of Littleton and Englewood, Colorado. 

Kyle’s sixteen years of commercial real estate experience includes brownfields’ acquisition and redevelopment with LandBank, retail development with the 

Trammel Crow Company, industrial development with Beaumont Properties, and 

Office property brokerage with CB Richard Ellis. A pioneer in the creative reuse of functionally obsolete real estate on behalf of end-users, Kyle has been responsible for the successful redevelopment of over 8 million square feet of retail, office, and industrial real estate product nationwide. Additionally, he has consummated lease and sales transactions in excess of $80 million.  Mr. Cascioli has also co-authored redevelopment case studies 

on some of his projects which have been used at University of Virginia, New York University, and Yale School of Management. 

Career Highlights

PRIVATE


· Woodbridge, NJ – 170 acre former chemical plant redeveloped to an industrial park 

· Chula Vista, CA – 35 acre former rendering plant redeveloped for office & industrial park

· Whippany, NJ – 35 acre former industrial facility redeveloped to single-family residential use

· Northeastern Property Portfolio – The portfolio acquisition and repositioning of 25 properties ranging from two (2) acres to one hundred and eleven (111) acres with repositioned uses ranging from a commercial mixed-use development to a four (4) acre retail infill site in NYC 

· Converted The North Valley Mall, a 450,000 SF economically obsolete shopping mall, into a back office center. Executed a $10 million, 133,000 SF lease with TeleTech, a publicly traded, call center operation 

· Adjunct Professor of Real Estate at the Franklin L. Burns School of Real Estate & Construction Management, University of Denver. 

Relevant Skills and Work Experience: 

· Acquisition & lease transaction responsibility including negotiations and strategy development.PRIVATE


· "Highest and best use" property analysis of existing and proposed commercial real estate products, including market-specific economic trend analysis and commercial real estate demand forecasting. 

· Financial analysis, market profiling, due diligence, and contract administration of commercial real estate sales & leasing transactions. 

· Excess & surplus property divestiture and repositioning by both real estate product and market 

· Public relations, marketing, and media interaction with the various public interest groups involved in controversial real estate reuse and redevelopment strategies. 

Educational Background

University of Denver, M.B.A., Finance - Real Estate, 1994.

University of Denver, B.S.B.A., Real Estate & Construction Mgmt., 1978.

Executive Vice President
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Bruce H. Dodge

Bruce Dodge serves as Executive Vice President, and a Principal, of The Staubach Company, Front Range Division, the worldwide leader in providing real estate services to users of office, industrial and retail space.  His responsibilities include assisting tenants with strategic real estate planning, lease administration, disposition/relocation and portfolio management.

Bruce joined Staubach in 1997 following a successful career with Grubb & Ellis for over eleven years.  During this time, he served for over seven and one-half years as an office leasing and sales specialist in the Denver office of G&E.  After his tenure in Denver, Bruce was promoted and appointed Senior Vice President and District Manager of the Tampa, Florida office. He had overall supervision of office, industrial and retail operations for Central Florida. He was directly responsible for the supervision of over 25 sales and support staff.  

Prior to his employment at Grubb & Ellis, he spent ten years as an accountant serving as the controller of Gerry Sportswear Corporation, a division of a Fortune 500 company.

He has worked with the following major clients as the Tenant’s Representative: U S WEST Communications / Qwest, Exabyte, Ciber, Convergent Communications, MCI, Colorado, Pinnacol Assurance, Mobil Oil, MatchLogic / Excite, iBelay, FastIdeas.com and Duke Energy.  

In addition to his Staubach activities, Bruce is involved in many community and professional groups such as NACORE, NAIOP, Special Olympics and Brokers for Battered Kids.

He has received The Staubach Company’s Top Producer Award for the past three years. 

PRIVATE 

4.  What is the expected NNN rental rate and why?

Due to the current market conditions described previously, we believe that the competitive, achievable NNN rental rate for this subject property will likely be is in the $13 to  $14 dollar per square foot (SF) range for multi-tenant users, and in the $15 to $16 SF dollar range for single-tenant users given the unique characteristics of this facility.  

It should also be noted that any multi-tenant users for any of the specialized areas such as computer rooms, lab facilities, etc., will pay an additional premium above these rates for these facilities with the additional premium to be negotiated on a case-by-case basis.

While we would like to achieve a higher lease rate, the reality of today’s office market 

on the US 36 corridor is that it is a tenant’s market. Current activity level, or demand, is extremely low to the point of almost being non-existent.  This condition obviously will change.

Given the imbalance of the supply and demand factors along this corridor, Maxtor will need to pursue a prospect aggressively when they are identified.  In addition, to providing an aggressive lease rate structure, we will likely need to offer a tenant finish allowance to make minor modifications to the space.  We would estimate that this allowance would be in the $5.00 to $10.00 a square foot range for a five to seven year lease. 

5.  What is your proposed schedule of events?


To be determined upon further discussion; however, we believe that the following promotional and prospecting activities should be pursued.

Activities:

· Creation and production of marketing collaterals within 30 days

· Broadcast property opportunity within Staubach Global network within 20 days

· Broadcast property opportunity within local Staubach branch for personal broker client contact within 10 days

· Identification of national prospects and contacts by targeted industry segment (20 days)

· Identification of local based prospects and contacts by targeted industry segment    (20 days)

· Laser mailers to all targeted industry segments contacts within 30 days

· Telephonics follow-up to all laser mailer contacts within 45 days

· Physically cold call appropriate non-Staubach client entities in Broomfiled and Boulder within 60 days 

Promotions:

· Qualified Broker client showing incentives such as diners, trips, gifts, as a function of activity timing, ie, first 30 days, 60 days, 90 days, etc.

· Broker party depending upon activity levels during first 90 days

· Referral incentives for existing tenants and employees, local Municipality, County, Economic Development Agency, and the University of Colorado

6.  When do you expect the space will be leased?

Assuming the activities and promotions described above are implemented, and then the property should be leased or sold to a single-user within 12 months, or leased to 85% under a multi-tenant scenario within a 12 to 18 month timeframe. 

7.  What is your commission / fee proposal?


We propose that a 7% commission of the net lease rate be paid with 4% going    to the outside broker, and 3% going to the inside broker (house).  A reduced fee of 4% is proposed on direct transactions where the tenant or purchaser has no broker representation. 

8. Give a brief description of your firm and relevant experience in the Denver / Boulder    

    Corridor.        


Below please find a Staubach client list for the Denver / Boulder Corridor          for your review.  We have significant experience in this marketplace in addition to comprehensive and current competitive property market knowledge.

Partial Boulder County Client List

	CLIENT
	SQUARE FEET
	DATE OF TRANSACTION

	
	
	

	Abacus Direct (Double Click)
	 SUM() 100,000 S.F.
	July 1999

	American Skandia
	130,000 S.F.
	September 2000

	Aircell, Inc.
	12,000 S.F.
	October 1997

	Avalon Imaging
	15,000 S.F.
	December 1998

	Avid Technology
	20,000 S.F.
	Current

	Bid 4 Vacations
	12,000 S.F.
	May 1999

	Call Connect Communications
	41,500 S.F.
	January 2000

	Call Connect Communications
	20,000 S.F.
	October 2000

	Case Logic
	5,000 S.F.
	August 1998

	Centrobe
	31,000 S.F.
	August 2000

	Circadence
	60,000 S.F.
	Current

	Colorado Micro Display
	25,000 S.F.
	December 2000

	Conexant Systems
	8,000 S.F.
	Current

	Creekpath Systems
	30,000 S.F.
	Current

	Data Crystal, Inc.
	60,000 S.F.
	Current

	Earthwatch Corp.
	40,000 S. F.
	June 1999

	eSoft, Inc.
	20,000 S.F. 
	April 1999

	Exabyte Corp.
	50,000 S.F.
	August 1999

	
	
	

	Exabyte Corp.
	37,000 S.F.
	July 1998

	Experian Corp.
	10,000 S. F.
	January 1999

	Fast Ideas Accelerator
	22,000 S.F.
	May 2000

	Finali Corporation
	25,000 S.F.
	Current

	GE Access Corp.
	18,000 S.F.
	March 2000

	Genomica Corp.
	41,000 S.F.
	February 2000

	Hydrosphere Resources
	12,000 S.F.
	June 1998

	IBelay
	5,000 S.F.
	March 2000

	IECOA.net
	7,000 S.F.
	September 2000

	Lionbridge Tech
	40,000 S.F. 
	Current

	Iomega Corp.
	115,000 S.F.
	November 1997

	Iomega Corp.
	12,000 S.F.
	December 1999

	Iomega Corp.
	10,000 S.F.
	Current

	LSI Logic
	15,000 S.F.
	Current

	Matchlogic
	36,000 S.F.
	February 2000

	Matchlogic
	46,000 S.F.
	June 1998

	Matchlogic
	50,000 S.F.
	Current

	MCI Systemhouse
	14,000 S.F.
	April 1998

	Media One Corp.
	50,000 S.F.
	July 1998

	Mobile Force Technologies
	11,000 S.F.
	July 1999

	Mobile Force Technologies
	25,000 S.F 
	Current

	Neovation
	13,000 S.F.
	February 2000

	NETdelivery Corporation
	25,000 S.F.
	Current

	New Frontier Media
	15,000 S.F.
	Current

	PeopleIKnow.com
	30,000 S.F.
	Current

	Persona Corp.
	20,000 S.F.
	April 1999

	Rockwell Corp.
	10,000 S.F.
	September 1998

	Schwinn Cycling & Fitness
	30,000 S.F.
	January 2001

	Sonora Medical Systems
	15,000 S.F.
	June 2000

	SM Stoller Corporation
	8,000 S.F.
	Current

	Spectralink
	1,000 S.F.
	September 2000

	Tactical Marketing Ventures
	16,000 S.F.
	June 1999

	Vastera Corp.
	25,000 S.F. 
	September 2000

	Vision Tek Corp.
	11,000 S.F.
	May 2000

	Voyant Technologies
	84,000 S.F.
	Current

	VR1, Inc. (Circadence)
	18,000 S.F.
	April 2000

	Western Gas Resources
	90,000 S.F.
	Current

	Wholepeople.com (fka Amrion, Inc.)
	383,000 S.F.
	July 1998

	Wholepeople.com (fka Amrion, Inc.)
	19,000 S.F. 
	Current

	XO Communications
	38,000 S.F.
	Current

	Total
	2,088,500 S.F.
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