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Much debate and speculation have surrounded potential
changes to the IRS Section 1031 law, otherwise known as a
Like-Kind Exchange. Section 1031 has 100-year-old roots,
starting with The Revenue of Act of 1921. It evolved over
the 1920s and 30s, and in 1954 the IRS defined the cur-
rent 1031 section of the IRS code. This important law has
fueled job and business growth for the last century and is
an effective tool for economic recovery across the country.

A 1031 Like-Kind Exchange is not a “loophole” in the tax
code. It is a tax deferment, not a tax abatement. While
some see it as a means to avoid paying taxes in the short
term, we must not ignore the economic benefits of de-
ploying those funds for local communities.

The proposed legislation would cap the deferment to
$500,000 for individuals and $1,000,000 for married
couples. While it appears the complete elimination of
the 1031 exchange is not currently at risk, it would have
significant negative impacts.

A PROBLEM BEND KNOWS ALL TOO WELL

What happens when land prices, SDC fees and construc-
tion costs are so high that tenants who are able and willing
to pay rent cannot support them? Developers must rely
on other third-party or government subsidies (i.e., afford-
able housing) to make projects work. The 1031 Like-Kind
Exchange is one of the best vehicles developers have to
solve this problem.

Developers can build a healthy development environment
by putting their tax-deferred funds to work. This environ-
ment occurs when a project produces enough income to
justify the expense, and it provides a return for taking
on the associated risk.
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Over the last decade, hundreds of millions of dollars have flowed into the Gentral
Oregon market due to Section 1031. The benefits of the 1031 Like-Kind Exchange
are far-reaching, and there are many reasons to keep this long-standing leg-
islation in place without significant alterations. It encourages job creation,
boosts tax revenues, helps business owners relocate or grow and expand

their business, and farmers and ranchers rely on it. It is an integral part

of retirement savings plans, and it brings stability in areas of economic
uncertainty.

THE FUTURE OF 1031 LIKE-KIND EXCHANGES

According to the Federation of Exchange Accommodators (FEA),
1031 Like-Kind Exchanges will contribute to 568,000 jobs and
$21.5 billion in labor income with $55.3 billion to the U.S.
gross domestic product. Research conducted by Ernst and
Young shows that 1031 exchanges will generate approx-
imately $7.8 billion in federal, state and local taxes

this year.

It is hard to imagine the need to change such suc-
cessful legislation. With 100 years of success to
point to, the jury is no longer out on this one.

In an era of rethinking and reinventing the

use of hotels, office buildings and retail
buildings, now is not the time to rethink

the legislation that will help facilitate

this transformation.

If you have any questions regard-
ing your property and Like-Kind
Exchanges, contact us at Com-
pass Commerecial.
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112% A 13,193 SF

VACANCY ABSORPTION

Compass Commercial surveyed 223 office buildings totaling 2.76
million square feet for the third quarter office report of 2021. The
market experienced 13,193 SF of absorption in the 3rd quarter, but
the vacancy rate ticked up slightly from 7.07% to 7.12% due to
the delivery of two new developments in NorthWest Crossing: the
MacPac Building and Grove. There is now 196,497 SF of office space
available in the market.

LEASING: The office leasing market seems to have stabilized, but
leasing activity remains hit or miss. The Highway 97/3rd Street
submarket experienced the most activity this quarter, with 8,465
SF of positive absorption. Two notable leases this quarter include,
Tumalo Industries leased 4,133 SF at the Brooks Building, and
Bestcare Treatment Services leased 3,700 SF at 358 NE Marshall
Avenue. The Downtown submarket reported no change in vacancy
for the quarter, while the West Side increased vacancy slightly from
1.20% in Q2 to 7.83% in Q3.

RENTS: Average asking rates on office space in Bend range between
$1.70 and $2.15/SF/Mo. NNN with a handful of first-generation
spaces exceeding this range. In those instances, the higher asking
rates are a direct reflection of the cost associated with building
new office product in today’s market. The
highest asking rates continue to be located '
within the West Side submarket with A

more affordable options available
within the Highway 97/3rd

Street submarket. 1“3’%“"3} Hwy 97/3rd St
CONSTRUCTION: There are e Lt | 1.6%
no new speculative office st Side
developments currently under 1.8%*

construction.

SALES: There was one notable
office sale this quarter. The
Cascades Building, located at 233
SW Wilson Avenue, was purchased

for 86,800,000 or 8332 /SE. OFFICE VACANGY RATES (Change since last quarter)

M increased [ Decreased [ No Change

NO.  TOTAL  VAC. 3RDQWR.  TOTALYID
MARKETAREA  pipgs.  sF RATE  ABSORP.SF  ABSORP.SF
Downtown 51 494522 12.35% 6 (29,422)

Hwy 97/3rd St. 54 67111 164% 8465 17,329
West Side 18 1,586,905  1.83% 4122 4210

TOTAL 223 2759144 112% 13193 30,017

BEND OFFICE NET ABSORPTION BLDGS. OVER 3,000 SF

BEND RETAIL
W 418% 4 89,206 SF

VACANCY ABSORPTION

Compass Commercial surveyed over 4.51 million square feet of
retail space across 259 buildings. During the quarter, 89,206 SF of
positive absorption was recorded, resulting in the citywide vacancy
rate dropping from 5.86% in Q2 to 4.18%. There is now 188,671 SF
of available retail space for lease in the Bend market.

LEASING: Demand in the retail leasing market continues to remain
strong, with limited options for tenants to select from. The North 97
submarket experienced the most activity this quarter, due to Ashley
HomeStore relocating from their 15,515 SF suite to the 51,257 SF
former JCPenney’s space in Cascade Village Shopping Center. The
Downtown submarket noted no change during the quarter, which was
primarily due to the limited amount of space available.

RENTS: Asking rental rates for Bend retail space range between $1.50
and $3.33/SF/Mo. NNN* with the highest rates in the Downtown and
West Side submarkets.

CONSTRUGTION: Three construction projects are in the planning
and permitting phase. Pioneer Marketplace at 1474 NW Wall Street
is projected to house 6,000 SF of retail space. The former Sonic
site at 61165 S Hwy 97 is expected to be 4,793 SF in size. Reed
South, an approximately 30,000 SF retail site located on the corner
of Reed Market Road and 27th Street, is expected

to begin construction imminently. Pahlisch
Commercial is in the preleasing stages of
Petrosa, a 21.2-acre, 231,301 SF retail
development in NE Bend slated for
development as early as Q4 2022.

SALES: There were three notable
retail sales this quarter. 220 SW
Scalehouse Loop was purchased
for $2,200,000 or S$310/SF.
The mixed-use retail/residential
building at 831 NW Wall Street
was purchased for $2,000,000 or
S467.51/SF and 523 NW Colorado
Avenue, another mixed-use retail/

residential building was purchased RETAIL VAGANCY RATES (Change since last quarter)
for 31,600,000 or S46820/SF M increased [ Decreased [ No Change

BEND RETAIL NET ABSORPTION

BLDGS. OVER 3,000 SF
NO. TOTAL VAC. ~ 3RDQTR.  TOTALYTD

MARKETAREA  BinGs  SF RATE  ABSORP.SF  ABSORP.SF
South 97 21 84421 1070%  (360)  (10731)
Central 97 © 861792 169% 1810 17893
North 97 28 1200712 298% 51377 51377
East Side 28 51833  390% 940 5,844
West Side 55 551075 423% 18227 1993
OId Mill District 19 265502  000% 1152 1,940
Downtown 66 434383 192% 0 6,283
TOTAL 259 4518221 418% 89206 80599
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Compass Commercial surveyed 320 industrial buildings in Bend,
totaling 4.61 million square feet. The market recorded negative
absorption of 4,572 SF resulting in a slight increase in the vacancy
rate from 1.50% in Q2 to 1.60% in Q3. This marked the first increase
in vacancy in the industrial market since Q2 2020. Year to date, a
total of 83,511 SF has been absorbed, leaving only 73,939 SF of
industrial space currently available in the market.

LEASING: The slight increase in vacancy is not an indicator that
demand has slowed whatsoever. The most notable leasing activity
occurred in the West Side submarket, where approximately 18,000
SF of leasing occurred. A large lease transaction took place at the
Quad at Skyline Ridge, totaling 11,170 SF, and a 6,739 SF deal was
completed at District 2 in Northwest Crossing. Those transactions
alone caused the vacancy rate on the West Side to drop from 6.47%
in Q2 to 0.56% in Q3.

RENTS: Average asking rates on industrial space in Bend are between
$0.85 and $1.25/SF/Mo. NNN*. The rental rates on the high end
are generally for new construction or highly improved spaces with
office space or with quasi-retail exposure. The ever-increasing cost
of construction and tightened land supply are the primary reasons
for increasing industrial rental rates.

CONSTRUCGTION: There are two speculative industrial projects under
construction in the market totaling 25,225 SF, of
which only 20,480 SF is available.

SALES: There were three notable sales
during the quarter. One property,
located at 63830 Clausen Road
sold to an investor for $3,260,000
or $124/SF. A building located at ol Northeast
63049 Lower Meadow Drive sold o

to an owner/user for $2,225,000
or $203/SF. Another investor
purchased a building at 63026

Plateau Drive for $2,000,000 or o

$199/SF. Several other buildings 0.6% St
are currently under contract in 1.0%
the S200/SF range. Reporting for

subsequent quarters. M increased  [MDecreased [ No Change

NO. TOTAL VAC. ~ 3RDQTR.  TOTALYTD

MARKETAREA  gipgs. 'SP RATE ABSORP.SF  ABSORP.SF
Southeast 143 1685983 102%  (11130) 41638
Northeast 121 2151516 085% (5351 149
Central B 469915 182% 0 16,843
West Side 1 303106 056% 17909 24881
TOTAL 20 4610520 160% (4572 8150

88 buildings totaling 1.66 million square feet were surveyed in the
third quarter of 2021. In this quarter, the Redmond industrial market
recorded positive net absorption of 2,400 square feet. The entirety
of this absorption was at 1480 NE Jackpine Avenue. The vacancy rate
decreased as a result from 2.34% in Q2 to 2.19% in Q3. There is now
36,474 SF of industrial space available for lease.

LEASING: Activity in the Redmond industrial market continues to
increase. Noteably, two 9,000 SF suites were leased at 494 SW
Veterans Way. The minimum downtime on the
market for this deal indicates the need for

additional supply.

RENTS: Average asking lease rates in the
Redmond industrial market are between Redmond
S0.75 and S1.10/SF/Mo. NNN*, 2.2%

CONSTRUCTION: There is currently 25
90,000 to 100,000 SF of
industrial space in the pipeline for
2022. Two industrial buildings at
2505 SE 1t Street totaling 58,568
SFis projected to be complete in
Spring of 2022. Another 40,000
SF industrial building located at
2502 SE Tst Street is also slated row IN. vACANGY RATES (Change snce st uarter)
tobreak ground at the end of 2021, MMincreased [ Decreased [ No Change

REDMOND INDUSTRIAL NET ABSORPTION  BLDGS. OVER 3,000 SF

NO. TOTAL VAC. ~ 3RDQTR.  TOTALYTD
BLDGS. SF RATE ~ ABSORP.SF  ABSORP. SF

Redmond 88 1663927 219% 2,400 34,601

MARKET AREA

*Data sourced from CoStar

those buildings will be recorded in- gewp INp, vACANGY RATES (Change since ast quarter)

BEND INDUSTRIAL NET ABSORPTION BLDGS. OVER 3,000 SF
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FOR SALE
LIGHT INDUSTRIAL LAND

20875 Redside Ct., Bend
1.87 AC | $1,095,000
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FOR LEASE: BEND FACTORY STORES

Prime retail, restaurant, brewery & service spaces

1,277 - 23,409 SF | $1.75/SF/Mo. NNN

Want to know when new listings
like this hit the market?

Sign up for New Listing Alerts at
CompassGommercial.com/Signup

NOTABLE

V4

TRANSACTIONS

61334 S Highway 97, Bend

Compass Commercial Real Estate Services negotiated the following notable
transactions in the third quarter of 2021. For more details about our monthly
transactions, please visit CompassCommercial.com/Transactions.

96

TRANSACTIONS

TYPE PROPERTY

Office 233 SW Wilson Ave., Bend
Industrial 63830 Clausen Rd., Bend

Land 20300 Halfway Rd., Bend
Office 236 NW Kingwood Ave., Redmond
Industrial 63049 Lower Meadow Dr., Bend
TYPE PROPERTY

Office/Industrial 1777 SW Chandler Ave., Bend
Office 20310 Empire Ave., Bend
Industrial 1320 SE Armour Rd., Bend
Retail 805 SW Industrial Way, Bend
Office 296 SW Columbia St., Bend
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SALES LEASES HILN
BLDG/LOT SIZE PRICE COMPASS COMMERCIAL REPRESENTED
A $6800000  SELLER: Graham Dent, Jay Lyons & Grant Schultz
s $3260000  SELLER: Dan Kemp & Adam Bledsoe
I 32800000 EBLYLEEFsJzztfgol\ﬁzngfJslqsl:asllsﬂllljmg[r]rgg;nngrant Schultz
P $2450000  BUYER: Bruce Churchil
md%SKCSF $2.225,000 EBLYLEERRSJSTEHILEEM Jay Lyons & Grant Schultz
SF LEASED LESSEE COMPASS COMMERCIAL REPRESENTED
26,188 SF Outside, Inc. LANDLORD: Dan Kemp
23,600 SF Qorvo US, Inc. LANDLORD: Ron Ross, Jay Lyons & Grant Schultz
14,026 SF Bend Winsupply Co. LANDLORD: Peter May & Luke Ross
2,926 SF Central Oregon Barre, LLC  LANDLORD: Bruce Churchill, Jay Lyons & Grant Schultz
4133 SF Tumalo Industries TENANT: Bruce Churchill
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