


Developed Lot Capacity for Future Growth

Accounting for 34 percent of hew home starts, the WHA area also has 32 percent of the vacant
residential subdivisions lots in the Greater Houston area, as shown in the graph below. At the end of
2002, the WHA area had 13,015 lots ready for new home construction. This represents a 13-month
supply of lots based on the annual demand of 11,862 startsin 2002. Less than a 20-month supply of
lots is considered to be an “undersupplied” market in the Greater Houston area. The low supply of
lots in the area is indicative of a strong demand for housing, a demand that will continue the
westward bias of population and housing growth.
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Future Single Family Lot Inventory

There are currently 29,120 undeveloped lots planned for the near future in the WHA area. These are
lots that have been platted and received at least a preliminary approval for further development.
These lots represent 32 percent of the total future lots in the Greater Houston area. Based on such
planning, it is clear that the WHA area will maintain its share of housing growth in the Greater
Houston area.
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WHA Area New Single Family Housing Sales and Starts

Sales Starts

Zip Code 1999 2000 2001 2002 1999 2000 2001 2002
77024 8 4 1 0 2 0 0 0
77036 50 16 0 0 33 0 1 0
77040 406 55 50 43 73 39 34 80
77041 459 367 322 389 383 345 337 382
77042 0 0 1 1 0 0 2 15
77043 1 2 2 4 2 3 2 5
77055 3 7 9 5 7 6 5 7
77063 13 13 7 8 16 9 5 4
77064 545 281 266 194 403 286 228 138
77065 147 225 308 211 174 262 270 182
77069 37 44 43 31 44 38 42 29
77070 148 405 506 339 222 455 476 352
77072 0 0 143 133 0 79 131 80
77074 0 0 0 0 0 0 0 0
77077 141 205 189 154 175 175 177 123
77079 5 11 4 8 11 6 1 4
77080 0 12 50 0 0 45 13 0
77082 522 361 292 372 473 374 345 282
77083 219 184 201 467 226 174 249 571
77084 497 388 292 1055 456 250 487 1188
77094 190 85 62 18 144 79 28 51
77095 690 737 1062 1256 834 817 1031 1311
77099 0 0 0 0 0 0 0 0
77375 330 429 402 488 363 417 411 546
77379 416 383 391 328 382 422 378 331
77429 1188 1166 1366 1531 1127 1209 1463 1524
77433 99 163 224 179 117 198 218 241
77441 22 23 43 53 8 37 48 61
77447 13 5 29 89 0 2 31 71
77449 695 956 1121 1257 759 1051 1083 1479
77450 1370 1389 1205 848 1309 1337 1142 750
77469 137 71 344 616 102 122 416 650
77478 33 19 76 81 27 43 122 10
77493 197 181 182 208 210 143 184 262
77494 276 234 556 985 251 288 774 1133

WHA Total g 557 8421 9749 11,351 8,333 8,711 10,134 11,862

Houston

Metro 23,772 25,309 28,388 32,972 23,981 26,336 29,737 34,027
WHA % of
Houston
Metro 36% 33% 34% 34% 35% 33% 34% 35%
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West Houston Association
Demographic & Development Trends

Multi Family Housing

Prepared by REVAC, Inc.

According to REVAC's “Apartment Occupancy & Rental Survey” published by CID SourceNET,
LLC., aHouston area real estate research and publication firm, the West Houston area contains 561
apartment projects with a total of 122,950 units. The project sizes range from 6 units to 734 units.
Construction in the West Houston area dropped in the late 1980's, which followed a powerful
overbuilding period in the mid to late 1970's. Construction activity in the 1990's resumed with
construction primarily concentrated in the most westerly regions of the West Houston boundaries.
Entering the 2000s, construction thus far has been moderate but strong. Occupancy and rental rates
have strengthened and kept pace with the rest of the Houston area. Approximately 25% of the total
units in the Greater Houston apartment market (including al Harris County, Ft. Bend County, The
Woodlands, Conroe, Brazoria County, and Galveston County) fall within the boundaries of the West
Houston area.

Occupancy Rates

REVAC surveys the entire Houston/Harris County area and publishes the " Apartment Occupancy and
Rental Survey”. Included in this West Houston study are the portions of individual market areas
defined in the REVAC report that fall within the West Houston boundaries. Generally, occupancy
rates fluctuated slightly in the 6 year period of 1997 through 2002. At the beginning of the period the
average occupancy rate stood at 95.8%, then rose to a high of 97.3% in 1998 but then returned to a
rate of 94.6% in 2002. At Year End 2002, the strongest areas were Sharpstown/Southwest, Spring
Branch, and Memorial/Far West.

Occupancy rates for each West Houston submarket along with the overall Houston area are presented
inTable 1.

Table 1
WEST HOUSTON MULTI FAMILY OCCUPANCY RATES
(percentage occupancy)

Market Area 2002 2001 2000 1999 1998 1997
Westheimer/Near West 94.5 96.5 96.2 96.5% 97.3 96.8
Memorial/Far West 95.5 95.8 95.2 97.0% 97.0 97.2
Sharpstown/Southwest 95.2 96.1 95.8 96.8% 96.7 93.8
Spring Branch 96.2 96.5 95.9 98.1% 96.7 95.6
Bear Creek 94.5 95.9 95.1 97.7% 98.5 96.9
Katy 94.6 96.1 91.7 97.3% 98.4 97.9
Brookhollow 93.2 95.2 95.6 96.6% 96.3 94.2
Northwest (Inwood/Champions) 93.3 94.9 94.8 97.6% 97.2 94.2
West Houston Average 94.6 95.9 95.0 97.2 97.3 95.8

Overall Houston Area Average 94.7 95.9 95.4 96.3 96.7 95.9
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Rental Rates

Average rental rates for both owner and resident paid utilities continue to rise in West Houston.
Rents have increased 26% in the last 6 years. West Houston apartment rents have kept pace with the
Greater Houston area with rents below the county-wide average. There is a 39% variance from the
lowest rental rate in the Sharpstown/Southwest area of $533 to $740 in the Katy area.

Average rental rates for the Greater Houston area and each West Houston submarket are presented in
Table 2.

Table 2
WEST HOUSTON RENTAL RATES (in dollars)

Market Area 2002 2001 2000 1999 1998 1997
Westheimer/Memorial (Near 731 684 655 649 615 594
West)

Memoria (Far West) 706 677 652 617 609 567
Sharpstown/Southwest 533 494 508 465 457 437
Spring Branch 574 542 531 491 477 451
Bear Creek 668 644 619 573 567 527
Katy 740 711 678 592 577 558
Brookhollow 555 532 518 432 473 449
Northwest 573 557 536 476 467 441
(Inwood/Champions)

West Houston Average 635 605 587 543 530 503
Overall Houston Area Average 655 629 600 567 550 520

Multi Family Construction and Absorption

The West Houston area made up 25% of the entire Houston area construction of multi-family units
for the 5 year period of 1998 through 2002. Most areas in the West Houston area saw moderate to
significant new construction of multi-family units. The Memorial/Far West area had the greatest
amount of new construction for not only the West Houston areas but for the entire Houston area with
6,985 new units during this period.

West Houston absorbed 8,139 units from 1998 through 2002, which was 29% of the total Houston
area absorption. The average annual absorption of the West Houston areas for the 5 year period was
1,628 units. All of the 8 areas saw a positive average annual absorption.

Total construction and absorption figures are reflected in Table 3. A breakdown of construction by
areaand by year iscontained in Table 4.
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Table 3

WEST HOUSTON MULTI-FAMILY CONSTRUCTION AND ABSORPTION

(Number of Units)
CONSTRUCTION ABSORPTION
1998 — 2002 1998- 2002
Market Area TOTAL AVG TOTAL AVG
ANNUAL ANNUAL
Westheimer/Near West 2,740 548 383 77
Memorial/Far West 6,985 1,397 3,478 696
Sharpstown/Southwest 671 134 1,257 251
Spring Branch 281 56 265 53
Bear Creek 1,536 307 718 144
Katy 2,539 508 1,191 238
Brookhollow 800 160 383 77
Northwest (Inwood/Champions) 918 184 464 93
West Houston Total 16,470 3,294 8,139 1,628
Overall Houston Area Total 67,028 13,406 28,180 5,636
Table 4
WEST HOUSTON MULTI-FAMILY CONSTRUCTION HISTORY
1998 TO 2002 (Number of Units)
Market Area 2002 2001 2000 1999 1998 TOTAL
Westheimer/Near West 200 179 540 1,381 440 2,740
Memorial/Far West 230 0 380 3,935 2,440 6,985
Sharpstown/Southwest 52 250 0 160 209 671
Spring Branch 0 216 0 65 0 281
Bear Creek 0 252 0 966 318 1,536
Katy 276 459 978 352 474 2,539
Brookhollow 0 0 132 408 260 800
Northwest 0 144 252 522 0 918
(Inwood/Champions)
West Houston Total 758 1,500 2,282 7,789 4,141 16,470
Overall Houston Area Average 4,316 10,400 8,780 24,856 10,537 58,889

New and Proposed Construction

Houston and the West Houston area are currently experiencing a significant amount of new apartment
construction. Of the current total number of units under construction or proposed for construction as

of 2002, 46% lie in the West Houston area. Six of the eight submarket areas are constructing new

units. The average project size is 269 units.  As of 2002 there were 4,892 units under construction
and 5,594 units proposed for construction. A summary of the number of units and projects under
construction and proposed for construction islisted in Table 5.
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Table 5

WEST HOUSTON MULTI FAMILY UNDER CONSTRUCTION AND
PROPOSED CONSTRUCTION (Number of Units)

(As of Year End 2002)
Under Construction Proposed

Market Area Units Projects Units Projects

Westheimer/Memorial (Near West) 1,405 5 892 3
Memorial (Far West) 2,154 9 1,679 5
Sharpstown/Southwest 65 1 360 2
Spring Branch 0 0 300 1
Bear Creek 664 2 800 3
Katy 416 2 1,275 4
Brookhollow 188 1 288 1
Northwest (Inwood/Champions) 0 0 0 0
West Houston Total 4,892 20 5,594 19
Overall Houston Area Tota 12,316 54 10,408 37

Construction Feasibility

Table 6

In Revac's “Apartment Occupancy and Rental Survey” publication, apartment market areas of the
Houston area are ranked by their level of feasibility for new construction. Thisis determined by the
average adjusted Net Operating Income further adjusted for new units coming on line to determine a
level of income after debt coverage. Five of the West Houston areas ranked positive for new
construction. Near West, Sharpstown/Southwest and Far West al ranked in the Top 10 areas for the
overall Houston area.

A summary of the West Houston areas and their rank number for multi-family construction feasibility
islisted in Table 6.

WEST HOUSTON MULTI-FAMILY CONSTRUCTION FEASIBILITY

Rank out of
Market Area 44 Market Areas
Westheimer/Near West #03 - Feasible
Memorial/Far West #09 - Feasible
Sharpstown/Southwest #04 - Feasible
Spring Branch #12 - Feasible
Bear Creek #39 — Not Feasible
Katy #40 — Not Feasible
Brookhollow #24 - Feasible

Northwest (Inwood/Champions)

#42 —Not Feasible

Table 7

WEST HOUSTON ASSOCIATION AREA
TOTAL MULTI-FAMILY UNITS IN WEST HOUSTON
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West Houston Association
Demographic & Development Trends

Retail Centers

Prepared by REVAC, Inc

Within the West Houston area, there is over 41 million square feet of shopping center space,
according to REVAC, Inc. - a Houston area real estate research and publication firm. Over 591
centers make up the 41,233,428 sguare feet of retail space. This study covers centers ranging in size
from 4,000 square feet to 1,600,000 square feet. REVAC classifies the centers as Strip Centers
(under 20,000 SF), Neighborhood Centers (20,000 SF to 80,000 SF), Community Centers (80,000 SF
to 300,000 SF) and Regional Centers (over 300,000 SF). Within the West Houston area there are 14
regional centers, 141 community centers, 236 neighborhood centers and 200 smaller strip centers
under 20,000 SF.

Occupancy Rates

REVAC surveys the entire Houston/Harris County and the fringe areas bordering Harris County
publishing results in the "Houston Retail Market Survey”. Included in this study are portions of the
following market areas that fall within the West Houston area. Occupancy rates have fluctuated in
West Houston and kept pace with the entire Houston/Harris County area. In the past 5 years
occupancy rates rose as much as 5% from 89.3% to a high of 93.8% and then dropped back to arate
of 89.7%, primarily due to the closing of many large retailers.

Table 1
WEST HOUSTON RETAIL OCCUPANCY RATES*
(Percentage occupancy)

Market Area 2002 2001 2000 1999 1998
Inner West 88.3 93.7 92.7 94.1 92.0
West 90.7 95.4 94.9 89.4 87.0
Inner Southwest 88.9 92.2 92.3 92.1 88.9
Southwest 91.0 93.3 93.3 91.3 89.0
Inner Northwest 90.1 93.7 95.5 92.7 915
Northwest 88.9 94.5 93.7 92.8 87.1
West Houston average 89.7 93.8 93.7 92.1 89.3

Houston/Harris County average  88.7 934 935 91.8 88.5

* Rates are based on centers 20,000 SF or larger
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Rental Rates

Average annual rental rates per square foot have risen approximately 9% in West Houston in the past
five years. While West Houston's rate is below that of the county-wide figure, West Houston has
increased its rental rates faster than the remainder of the Houston area.

Table 2
WEST HOUSTON RETAIL RENTAL RATES*
(in dollars per square foot)

Market Area 2002 2001 2000 1999 1998
Inner West 19.68 19.75 20.40 21.69 22.58
West 16.81 16.41 16.31 14.77 12.89
Inner Southwest 22.11 22.01 21.63 21.63 20.86
Southwest 17.26 19.90 16.25 16.36 16.07
Inner Northwest 12.38 11.53 10.34 9.63 9.20
Northwest 20.50 20.39 19.64 19.23 18.41
West Houston weighted 18.12 18.33 17.43 17.22 16.67
average
Houston/Harris County 18.28 18.91 18.34 18.18 17.68
average

* Rates are based on centers 20,000 SF or larger

Retail Construction

West Houston began developing its retail sector in the mid 1950's with only about 96,203 square feet
being built from 1955 to 1959. The 1960's saw a large jump to 2,508,841 SF built or 250,884 square
feet per year. The 1970's saw the pace triple with 6,560,129 square feet or an annua average of
656,013 square feet. The 1980's was the most profound era for retail construction with 18,688,066
square feet constructed reaching an average annual rate of 1,868,807 sguare feet with 1984 peaking
with over 5,600,000 sguare feet. Consequently, overbuilding did occur and as aresult, the pace began
to subside in the late 1980's only to pick back up in the 1990's with an al-time total of 7,884,141
square feet or an annual average of 788,414 square feet. The 2000's thus far have been very active
with 5,496,048 square feet being constructed in the first 3 years alone for an annual rate of 1,832,016
square feet.
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Table 3
TOTAL RETAIL SQUARE FOOTAGE BY YEAR BUILT

YEAR SQUARE YEAR SQUARE
BUILT FOOTAGE BUILT FOOTAGE
1955 3,000 1981 2,336,074
1958 64,255 1982 714,685
1959 28,948 1983 2,915,041
1960 114,308 1984 5,647,297
1961 9,744 1985 3,918,668
1962 23,299 1986 1,094,653
1964 126,207 1987 174,665
1965 52,800 1988 434,542
1966 1,590,433 1989 18,720
1967 114,835 1990 221,348
1968 265,397 1991 139,500
1969 211,818 1992 301,381
1970 210,762 1993 726,635
1971 69,580 1994 726,000
1972 531,941 1995 670,610
1973 749,082 1996 832,184
1974 755,840 1997 692,061
1975 428,950 1998 649,065
1976 252,077 1999 2,925,357
1977 276,259 2000 1,451,103
1978 1,358,276 2001 2,852,964
1979 1,927,362 2002 1,191,981
1980 1,433,721 TOTAL 41,233,428
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