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Mastering the strategies of a 1031 Exchange offers
investors the chance to optimize and strengthen
their portfolios for increased cash flow and long-
term financial gains. While navigating this complex
landscape, you need to evaluate the tax conse-
quences of the sale. If you are willing to reinvest
those proceeds into another investment property,
you can defer the capital gains tax by using a 1031
Exchange. This will allow you to preserve capital and
give you additional purchasing power to reinvest for
increased cash flow and greater flexibility to grow
or change the property mix in your portfolio.

A 1031 EXCHANGE is defined as tax deferral on
the sale of a property used in a trade or business or
held for investment when exchanged for a like-kind
replacement property. To get the full benefit of the
tax deferral, the seller must acquire one or more
like-kind replacement properties of equal or greater
value than the sale of the relinquished property.

The definition of like-kind property is broad. For
example, an industrial building may be used in an
exchange with a duplex, apartment or office build-
ing. It is important to note that personal residences
and properties held primarily for sale do not qualify
for a 1031 Exchange.

If the seller does not invest all the proceeds in
the replacement property, the additional value is
considered boot. Any value considered boot will be
subject to tax.

EXECUTING A SUCCESSFUL 1031 EXCHANGE requires adherence to spe-
cific requirements. One of the requirements is that the seller cannot take
constructive receipt of the proceeds from the sale of their relinquished
property. Be sure to contact a 1031 accommodator early in the process

to ensure you follow all the rules and meet all the deadlines.

Another key requirement of a 1031 Exchange has to do with timing.
Following the sale of the relinquished property, you have 45 calendar
days to identify a new replacement property or multiple properties.
The total transaction must be completed by closing the replace-
ment property within 180 days of the sale of the relinquished
properties. These are strict timelines with few exceptions.

Some of the pitfalls of a 1031 Exchange are finding a
suitable replacement property, the pressure of meet-
ing tight deadlines and deals falling through after
they are in contract. If a deal fails and no backup
property is identified, this can put the exchanger

in a situation where they may have to decide
whether to pay taxes on the proceeds of the

sale or purchase a replacement property

that is not an optimal investment.

A 1031 Exchange is a powerful tool to de-
fer taxes and manage real estate invest-
ment portfolios. Work with a qualified
intermediary, tax accountant and an
experienced commercial broker

early in the process to help you
navigate to a smooth tax de-

ferred exchange.

Written by partner and broker
Peter May, CCIM
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Compass Commercial surveyed 225 office buildings totaling 2.78
million square feet for the second quarter office report of 2023.
The market experienced 7,088 SF of negative absorption in Q2
2023 with an increase in vacancy rate from 3.94% in Q1 2023 to
4.29% in Q2. This is the second consecutive quarter with negative
absorption and an increase in vacancy. Perhaps more concerning is
the amount of available sublease space increasing from 60,988 Sk
in Q110 83,014 SF this quarter. This inventory, added to the 119,065
SF of vacant office space, results in an availability rate of 7.28%.

LEASING: Leasing demand cooled in the last quarter with
slower activity across all suite sizes. The West Side submarket,
the largest of the three, experienced 17,737 SF of negative
absorption. This is largely due to 12,000 SF becoming available
at the Navis Building in the Old Mill District. The Downtown
and Highway 97/3rd Street submarkets experienced modest
positive absorption of 6,848 SF and 3,801 SF respectively.

RENTS: Lease rates remained flat with the high end of the
market ranging from $2.00 to $3.05/SF/Mo. NNN and more
affordable space ranging from $140 to
$2.00/SF/Mo. NNN.

CONSTRUCTION: Shevlin Crossing,
an approximately 45,054 SF two-
building Class A office project

in  NorthWest Crossing, is el Huy 97/3rd St
under construction with the

shell of the first building nearly Westg‘ie 4

complete. There are no other 2.0%

speculative office developments
under construction.

SALES: There were no notable
office sales this quarter.

Written by partner and broker — oFFiCE VACANCY RATES (Change since last quarter)
Jay Lyons, SIOR, CCIM M increased [ Decreased [ No Change

BEND OFFICE NET ABSORPTION BLDGS. OVER 3,000 SF

NO.  TOTAL  VAC. NDQTR.  TOTALYID
MARKETAREA  pipes.  sF RATE  ABSORP.SF  ABSORP. SF
Downtown 52 504150  454% 6,848 (3,939)

Hwy 97/3rd St. o4 67T 1.20% 3,801 14,318

West Side n9 1593392 553%  (1773]) (37,076)

TOTAL 225 2715259  429%  (1,088) (26,697)

BEND RETAIL NET ABSORPTION BLDGS. OVER 3,000 SF

BEND RETAIL
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Compass Commercial surveyed over 4.60 million square feet of retail
space across 266 buildings for the second quarter retail report of 2023.
The Bend retail market experienced a slight uptick in overall vacancy in
02 2023, with 7,487 SF of negative absorption, resulting in an increase in
the citywide vacancy rate from 2.60% in Q1 2023 to 2.81% in Q2. There
is now 129,297 SF of available retail space for lease in Bend.

LEASING: After a strong first quarter, leasing in the retail sector slowed
during the second quarter of 2023, with only one of the seven submarkets
experiencing positive absorption. The South 97 submarket was the only
region in Bend to experience positive absorption this quarter with The
Little Gym leasing 4,780 SF at the Bend Factory Stores and Great Clips
taking over 2,780 SF of the former Payless Shoes location at the Big 5
Center. Both the West Side and Old Mill District submarkets experienced no
change in overall vacancy rate, while the North 97 submarket experienced
the largest change, with 8,080 SF of negative absorption, due largely to
the 7,000 SF former Knecht’s building coming available at 63011 N Hwy
97. The Central 97 submarket also noted 5,641 SF of negative absorption
in 02, despite a new lease being signed at Wagner Mall for 6,122 SF.

RENTS: The asking rental rates for Bend retail space continue to hold
steady between S$1.15 and $4.00/SF/Mo. NNN with the highest rates
associated with drive-thru sites and new construction.

CONSTRUCTION: The Cascade Lakes Brewing
building at Reed South is open with limited capacity

and is scheduled to be fully open for business @)
in August 2023. The new multifamily A
development at 515 SW Century Drive,
featuring a 129-unit apartment 0
complex and an adjacent 1,625 SF T 1.3%
retail building, has begun vertical East Side
construction and is on pace to be
completed in February of 2024.

SALES: The 15,154 SF building
located at 63195 Jamison Street
sold for $7,000,000 or S461.92/SF.
Additionally, the 2,647 SF building
located 1346 NW Galveston Avenue
sold for $1,367,500 or $516.62/SF.

Written by broker
Eli Harrison

RETAIL VACANCY RATES (Change since last quarter)
M Increased [ Decreased  [B No Change

NO.  TOTAL  VAC. ONDQTR.  TOTALYTD
MARKETAREA  pipgs. S RATE ABSOF?P. SF ABSORP. SF
South 97 22 829201 T10% 9207 11650
Central 97 4 T34 293%  (584)  (3100)
North 97 28 1228768 130%  (8080)  (519)
East Side 0 601480 225%  (816) 2309
West Side 56 562129 253% O (5504
OldMill District 19 265502 064% 0 229
Downtown 67 440415 1% (2157 859

TOTAL 266 4604249 281%  (748]) 1,252
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VACANCY ABSORPTION
Compass Commercial surveyed 321 Bend industrial buildings Compass Commercial surveyed 89 buildings totaling 1.72 million square
totaling 4.64 million square feet for the second quarter of 2023. feet for the second quarter Redmond industrial market report of 2023.
The market experienced 15,779 SF of negative absorption during The Redmond industrial market experienced 47,975 SF of negative
the quarter. At the end of Q2 2023, the overall vacancy rate absorption, resulting in the vacancy rate increasing from 2.45% in Q1

2023 t0 5.24% in Q2 2023. There is now 90,251 SF of available space.
While concerning on the surface, the significant uptick in the vacancy
rate was caused by Traeger vacating a 72,000 SF facility at 601 E Antler

stood at 1.26%, a slight increase from the 0.80% recorded in
Q1 2023. There is now 58,542 SF of industrial space currently

available in Bend. Avenue. Aside from this significant vacancy, the Redmond industrial
LEASING: As evidenced by the negative absorption for the market experienced 24,025 SF of positive absorption.
second consecutive quarter, leasing activity has begun to cool LEASING: Activity in the Redmond industrial market continues to show
down in the industrial market in Bend. Although there are still movement. We currently have demand for industrial space that includes
a good number of tenants in the market looking for space, the yard space. In general, the market remains tight with very limited spaces
urgency to make decisions has been tempered by the increased available between 1,500 SF and 5,000 SF.
inventory and sense that the market has peaked. RENTS: The Redmond industrial market continues
RENTS: Despite the additional inventory on the market today o be very strong with a slight increase at the
compared to last quarter, the average asking rate for Bend tRDedenjgrt]]g Tnadrﬁs?ttré}lerz]aa%i:fkalregrt?;f\fv:el}]he
industrial space remained unchanged at $1.12/SF/Mo. NNN. First $0.85 and $1.25/SF/Mo, NNN depending -
generation and specialized industrial spaces are commanding 0 : 0

on the condition of the space. Asking 5.2%
rates north of $1.25/SF/Mo. rates for new projects under o
CONSTRUCTION: In Bend, there is one speculative industrial project construction will be between $0.95

and $1.25/SF/Mo. NNN.

CONSTRUCTION: There is currently
30,000 SF to 50,000 SF of industrial
space in the pipeline for Q3 and
04 2023, which will be for lease in

underway at the corner of SE Wilson Avenue and
SE 9th Street. This is the Midway project
consisting of three buildings, one of
which will be occupied by Blackstrap.
The remaining two flex buildings

total 27789 SF and will be various sizes.
delivered in spring 2025. Gl N“"“"gs‘ Written by partner and broker ROM IND. VACANCY RATES (Change since last quarter)
SALES: There were no notable 0.0% 1.0% Pat Kesgard, CCIM Mincreased [ Decreased [ No Change

sale transactions during the
quarter. The increasing cost of
financing has made it difficult

REDMOND INDUSTRIAL NET ABSORPTION  BLDGS. OVER 3,000 SF
NO.  TOTAL ~ VAC.  2NDQTR.  TOTALYTD

for investors and owner/users ] Southeast Lk BLDGS. SF RATE  ABSORP.SF  ABSORP. SF
: 0
to make new purchases pencil. 1.8% Redmond 89 1722495 524%  (41975) (39303
Written by partner and broker
BEND IND. VACANCY RATES (Change since last quarter)
Graham Dent, SIOR Mincreased [ Decreased  [No Change Positive Absorption = Space Leased | Negative Absorption = Space Vacated
BEND INDUSTRIAL NET ABSORPTION BLDGS. OVER 3,000 SF _ B :
N 2% _ 4 o
NO. TOTAL VAC. 2NDQTR.  TOTALYTD e A » L7
MARKETAREA  pipss,  sF RATE  ABSORP.SF  ABSORP. SF o XU 7 4 :
Southeast 145 1693167  1.82% (6,528) (16,576)
Northeast 128 2171841 099% (3,086 (10,312)
Central 36 469915  000% O 0 - @ B
West Side 12 303106 203%  (6165) (6,165) FOR SALE/LEASE
1036 SE Paiute Way, Bend
TOTAL 321 4644029 1.26%  (15,779) (33,083) 12,790 SF | $3,450,000 | $1.15/SF/Mo. NNN
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# NOTABLE
/" TRANSACTIONS

TRANSACTIONS SALES

646 SW 6th Street, Redmond

97

8

TYPE PROPERTY BLDG/LOT SIZE
Land 20950 Cooley Road, Bend 3.00AC
Retail 413 W Hood Avenue, Sister 18.1%‘4ASCF
Mixed-Use 457 SW 6th Street, Redmond o
Retal 810 SW Tt Street, Redmond e
Retail 1346 NW Galveston Avenue, Bend 107.1932ASCF
PROPERTY SF LEASED
Retail 21175 SE Reed Market Road, Bend 2,592 SF
Retail 61334 S Highway 97, Bend 4,600 SF
Retail 655 NW Greenwood Avenue, Redmond 2,022 SF
Retail 550 SW Industrial Way, Bend 1,709 SF
Retail 798 NW 5th Street, Redmond 1944 S

NEWLISTINGALERT)

FOR LEASE: TURNKEY RESTAURANT SPACE
High-End Kitchen With Type | and Type Il Hoods
2,190 SF | $2.50/SF/Mo. NNN

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

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

Gompass Commercial Real Estate Services negotiated the following notable
transactions in the second quarter of 2023. For more details about our monthly
transactions, please visit CompassGommercial.com/Transactions.

) 10 (5 S22.9M

LEASES

$1,685,172

$1,625,000

$1,540,000

$1,536,500

$1,367,500

LESSEE

Axel’s Taco Shop

The Little Gym

Axel’s Taco Shop

Pure Barre

Oregon City Outlet Inc.

CONSIDERATION

COMPASS COMMERCIAL REPRESENTED

SELLER: Bruce Churchill
BUYER: Pat Kesgard & Kristie Schmitt

SELLER & BUYER: Jay Lyons, Graham Dent & Grant Schultz
SELLER: Dan Kemp & Graham Dent
SELLER: Jay Lyons, Russell Huntamer, Grant Schultz & Eli Harrison

SELLER & BUYER: Dan Kemp & Peter May

COMPASS COMMERCIAL REPRESENTED

LANDLORD: Bruce Churchill, Russell Huntamer & Eli Harrison
TENANT: Russell Huntamer & Eli Harrison

LANDLORD: Russell Huntamer, Peter May & Eli Harrison
TENANT: Russell Huntamer & Eli Harrison

LANDLORD & TENANT: Russell Huntamer & Eli Harrison

LANDLORD: Russell Huntamer, Jay Lyons & Eli Harrison
TENANT: Russell Huntamer, Jay Lyons, Terry O'Neil & Eli Harrison

LANDLORD & TENANT: Dan Kemp, Russell Huntamer &
Eli Harrison
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