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August 20, 2018 
 
Our File No. 7557-1801 
 
Mr. Jeffrey Teplitsky 
Pima County Public Works Real Property Services 
Appraisal Supervisor 
201 N. Stone Avenue, Sixth Floor 
Tucson, Arizona 85701-1215 
 
RE: Appraisal report addressing the market lease rate of the property known as Suite 

470 (4th floor) within the Abrams Building located at 3950 S. Country Club Road 
(Accelerate Diagnostics, Inc.), APN 132-19-1420 (portion of), Tucson, Pima County, 
Arizona, 85714.   

 
In accordance with your request, I have appraised the property described above. This document 
is written in conformance with the Uniform Standards of Professional Appraisal Practice as 
issued by the Appraisal Foundation (USPAP), Rule 2-2a, specifically pertaining to Appraisal 
reports; and the appraisal standards and guidelines of Pima County Public Works Real Property 
Services.  
 
The effective date of the appraisal is July 18, 2018, the most recent date of inspection of the 
subject property. The ownership and identification of this property are set forth in the following 
report. 
 
The purpose of this valuation is to develop an opinion of the current market lease rate for the 
subject property. The intended use of this report is to serve as the basis for potential lease 
negotiations by Pima County. 
 
Pima County Public Works Real Property Services is the client. The intended users of this report 
are Pima County, its designees and the subject tenant. Besides the intended users and appropriate 
regulatory agencies, parties other than those specified above may not use or rely upon this report. 
Every Appraisal Service and the appraisers signing this report assume no responsibility to any 
party, other than the client and the stated intended users, who uses or relies on any information 
in this report. 
 
The Scope of Work for this report includes completing an appraisal inspection of the subject, 
analyzing the local market for trends that impact real estate values, and searching the local 
market for comparable data. The subject property is comprised of the entire 4th floor situated 
within the Abrams building. The 4th floor or Suite 470 has a net rentable area of 45,885 square 
feet according to the lease. Additional details on scope of work are contained in the body of the 
report.  
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The client has requested an analysis of the current market lease rate for the subject property. 
Based on the data and discussions within this report, my opinion of the current market lease rate 
of the subject property, as of July 18, 2018, is as follows.  
 
LEASE RATE ...............................................................................................................$14.50 PSF 
EXPENSE STRUCTURE.......................................................................................................NNN 
INCREASES.......................................................................................................2.5% PER YEAR 
TERM............................................................................................................................  10 YEARS 
CONCESSIONS/TI’S – OFFICE SPACE............................................................. $0 TO $10 PSF 
CONCESSIONS/TI’S – LABORATORY SPACE ...............................................$40 to $50 PSF 
OPTIONS .................................................................................................................... 2 X 5-YEAR 
 
Notably, the current lease is modified gross. However, the opinion of market rent presented 
above is based on triple net terms, which is consistent with the subject market for larger space 
leases. Your attention is invited to the data and discussions contained in this document. Please 
contact us if you have any questions or would like to consult the file.  
 
I hereby certify that I have inspected the subject; that my fee was not contingent upon the value 
opinion contained herein; and that I have no interest, present or prospective, in the property 
appraised. Furthermore, I certify that, to the best of my knowledge and belief, all statements, and 
opinions contained in this report are correct, subject to the assumptions, conditions, special 
limiting conditions, and certification that are made as part of this report. 
 
Respectfully submitted, 
 
 
 
 
DAVID A. EVERY, MAI, AI-GRS 
Owner - Every Appraisal Service 
State of Arizona Certified General 
Real Estate Appraiser #31343 
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EXECUTIVE SUMMARY 
 
PURPOSE/INTENDED USE:  The purpose of this valuation is to develop an opinion of 

the current market lease rate for the subject property. The 
intended use of this report is for potential lease 
negotiations by Pima County.  

 
CLIENT/INTENDED USERS:  Pima County Public Works Real Property Services is the 

client. The intended users of this report are Pima County, 
its designees and the subject tenant. Besides the intended 
users and appropriate regulatory agencies, parties other 
than those specified above may not use or rely upon this 
report. Every Appraisal Service and the appraisers signing 
this report assume no responsibility to any party, other than 
the client and the stated intended users, who uses or relies 
on any information in this report. 

 
EFFECTIVE DATE  
OF THE APPRAISAL: July 18, 2018, the most recent date of inspection. 
 
INTERESTS TO BE 
APPRAISED:  Leased Fee 
 
PROPERTY HISTORY/ 
OWNERSHIP: According to Pima County records, title to the larger 

property of which the subject is a part is vested in the name 
of Pima County. There have been no market transactions 
involving the larger property in the previous 10 years.  
 
The subject suite (#470, 4th Floor) is currently encumbered 
by a lease. Details of the current lease are summarized in 
the following report.   

 
PROPERTY  
IDENTIFICATION:   The subject property is comprised of the entire 4th floor 

(Suite 470) of the Herbert K. Abrams Public Health 
Building. The “Abrams Building” is located along the west 
side of Country Club Road, south of Ajo Way. The suite 
has a net rentable area of 45,885 square feet according to 
the lease. The physical address of the property is 3950 S. 
Country Club Road, Suite 470, Tucson, Pima County, 
Arizona 85714. The property is further identified by Pima 
County Assessor parcel number 132-19-1420 (portion of). 

 
CURRENT ZONING: PAD-18 (Kino Health Campus), City of Tucson.  
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HIGHEST AND  
BEST USE: The highest and best use of the subject is for office leasing 

with limited demand for the laboratory or biotech build out. 
 
VALUATION  
METHODOLOGY: In order to develop an opinion of the current market rent 

for the subject, recent leases have been collected and 
analyzed. Based on the data and discussions within this 
report, my opinion of the current market lease rate of the 
subject property, as of July 18, 2018, is as follows.  

 
 LEASE RATE ...................................................$14.50 PSF 
 EXPENSE STRUCTURE...........................................NNN 
 INCREASES...........................................2.5% PER YEAR 
 TERM................................................................  10 YEARS 
 CONCESSIONS/TI’S – OFFICE............... $0 TO $10 PSF 
 CONCESSIONS/TI’S – LAB......................$40 to $50 PSF 
 OPTIONS ........................................................ 2 X 5-YEAR 
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INTRODUCTION 
 
This document is written in conformance with the Uniform Standards of Professional Appraisal 
Practice as issued by the Appraisal Foundation (USPAP), Rule 2-2a, specifically pertaining to 
Appraisal reports. As such, it presents only summary discussions of the data, reasoning, and 
analyses that were utilized by the appraiser to develop an opinion of value. The level of detail 
and discussion presented in this report is specific to the needs of the intended user and for the 
intended use, as stated. Additional details and supporting documentation is retained in the 
appraisers files. 
 
Property Identification 
 
The subject property is comprised of the entire 4th floor (Suite 470) within the Herbert K. 
Abrams Public Health Building. The “Abrams Building” is located along the west side of 
Country Club Road, south of Ajo Way. The 4th floor has a net rentable area of 45,885 square feet 
according to the lease. The physical address of the property is 3950 S. Country Club Road, Suite 
470, Tucson, Pima County, Arizona 85714. The property is further identified by Pima County 
Assessor parcel number 132-19-1420 (portion of). 
 
Legal Description 
 
The legal description of the subject property follows (these are abbreviated descriptions 
abstracted from public records): 
 

PTN N2 OF SEC 32 LYG ADJ TO & NELY OF I-10  
180.96 AC SEC 32-14-14 
 

Purpose, Intended Use, Intended User 
 
The purpose of this valuation is to develop an opinion of the current market lease rate for the 
subject property. The intended use of this report is for potential lease negotiations for Pima 
County. Pima County Public Works Real Property Services is the client. The intended users of 
this report are Pima County, its designees and the subject tenant. 
 
Interest Appraised  
 
The client has requested an analysis of the current market lease rate for the subject property.  
 
Effective Date of the Appraisal 
 
The effective date of the appraisal is July 18, 2018, the date of the most recent inspection of the 
subject property. On this date, the physical characteristics of the subject property were documented 
and photographed.  
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Extraordinary Assumptions & Hypothetical Conditions 
 
None.  
 
Market Value Definition 
 
According to the 6th Edition of The Dictionary of Real Estate Appraisal, as published by the 
Appraisal Institute, Market Rent is defined as: The most probable rent that a property should 
bring in a competitive and open market reflecting the conditions and restrictions of a specified 
lease agreement, including the rental adjustment and revaluation, permitted uses, use restrictions, 
expense obligations, term, concessions, renewal and purchase options, and tenant improvements 
(TIs). 
 
Property History/Ownership and Lease Summary 
 
According to Pima County records, title to the larger property of which the subject is a part is 
vested in the name of Pima County. There have been no market transactions involving the larger 
property in the previous 10 years. The following summarizes important lease details.  This 
information is based on review of the original lease as well as upon review of 8 separate lease 
amendments. 
 
Lessee: Accelerate Diagnostics, Inc. 

 
Premises: Entire Fourth Floor of 3950 S. Country Club 
 Tucson, Arizona 
 
Rentable Area: Lease Amendment 4 specifies a total useable area of, 45,885 square feet.  

This figure is relied upon for this analysis. The original lease space was 
15,096 square feet on the fourth floor.  This was expanded via several 
options and lease amendments. 
 

Date: August 20, 2012 
 
Term: Originally three years from January 1, 2013 to January 12, 2016.  

Subsequent options have extended the term to an expiration date of January 
12, 2019. 

 
Options: Three 1-year options, each of which have been exercised.  All extensions 

and options are co-terminus with the original lease which as noted above 
expires in January 12, 2019. 

Rent: The original base rent was $9.25 per square foot applied during the first 
lease term. 

 
Rent Increases: The rent increased to $19.80 per square foot which is the current rent and 

which applied during each of the three option periods.  The lease Sixth 
Amendment appears to have modified the rent.  In the Sixth Amendment 
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rent for 4,163 square feet of the space is noted at $17.63 per square foot.  
Rent for the balance of the space is as previously noted here, or $19.80 per 
square foot. 

 
Percentage Rent: None. 

 
Expenses: The lease was originally modified gross with the tenant paying only 

janitorial costs.  When the tenant expanded into the entire fourth floor the  
tenant became responsible for all utility costs. 

 
 Repairs: Landlord. 
 
 Janitorial: Tenant 
 
 Utilities: Originally the landlord.  The Fourth Amendment changed this with the 

tenant paying all utility costs. 
 
 Taxes: The larger property is not taxed due to the ownership status.  The tenant is 

responsible for any taxes related to trade equipment and related tenant 
improvements or leasehold improvements. 

 
 Insurance: Landlord. 
 
  
Other: The landlord provided $1,400,000 in a tenant improvement allowance at the 

start of the original lease. 
 
Amendment 1: Dated October 15, 2015.  The tenant name was changed to the current 

name.  The tenant expanded into another 4,551 square feet of space.  The 
owner provided $400,000 in tenant improvements.  This was reimbursed by 
the tenant. 

 
Amendment 2: Dated April 15, 2014.  Tenant expanded into another 7,757 square feet of 

space.  Rent for 3,594 square feet was at $9.25 per square foot.  Rent for 
4,163 square feet was at $17.63 per square foot.  There were no tenant 
improvements provided by the owner.  The tenant was granted a right of 
first refusal for an unspecified amount of expansion space. 

 
Amendment 3: Dated June 17, 2014.  Minor rewording of lease details. 
 
Amendment 4: Dated December 16, 2014.  Further expansion into another 18,481 square 

feet of space.  The initial rent for this space was $17.63 per square foot 
which changed going into the first extension.  Tenant began paying utility 
costs at this time.  There were no owner provided tenant improvements.  
The tenant paid for the installation of utility sub meters. 
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Amendment 5: Dated January 13, 2015.  Minor rewording of lease details. 
 
Amendment 6: Dated February 16, 2016.  Tenant exercised first extension through 

February 12, 2017.  Restated that tenant is to pay all utilities.  Rent for 
41,722 square feet set at $19.80 per square foot.  Rent for 4,163 square feet 
set at $17.63 per square foot. 

 
Amendment 7: Dated December 31, 2016.  Tenant exercised second extension through 

January 12, 2018. 
 
Amendment 8: Dated October 3, 2017.  Tenant exercised third extension through January 

12, 2019. 
 
Scope of the Work 
 
Scope of Work is an integral part of the appraisal process and identifies the type and extent of 
research and analyses for an appraisal assignment. According to USPAP, for each appraisal 
assignment, an appraiser must: 
 

1.  identify the problem to be solved;  
2.  determine and perform the scope of work necessary to develop credible assignment 

results; and,  
3.  disclose the scope of work in the report. 

 
This document is written in conformance with the Uniform Standards of Professional Appraisal 
Practice as issued by the Appraisal Foundation (USPAP), Rule 2-2a, specifically pertaining to 
Appraisal Reports. As such, it presents only summary discussions of the data, reasoning, and 
analyses that were utilized by the appraiser to develop an opinion of value. The level of detail 
and discussion presented in this report is specific to the needs of the intended user and for the 
intended use, as stated. Additional details and supporting documentation is retained in the 
appraisers files. 
 
David A. Every, MAI, AI-GRS inspected the subject property, as well as the immediate 
neighborhood, on July 18, 2018. Comparable data has been researched, verified, and analyzed 
from reliable sources, with the appraiser’s analyses, opinions, and conclusions reported in this 
Appraisal report. 
 
In order to evaluate the subject property, relevant general and property specific data has been 
gathered and analyzed. General data includes information on social, economic, governmental, 
and environmental trends and conditions affecting the subject property. Each of these items has 
an impact on property value and the study of these forces enables the appraiser to identify the 
underlying causes of change in property values and what future market expectations might be. 
The geographic extent of our search for general market information included the larger Tucson 
metropolitan area. Sources of general market information included government publications, 
census data, local newspapers, and other public and private organizations. Real estate oriented 
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market information was abstracted from econometrics publications specific to the Tucson 
market. 
 
Property specific information includes data about the subject site, development plan, tax 
information, and zoning classifications. Information was obtained from the City of Tucson, the 
Pima County Assessor's office, the current owner of the subject property, and from the client. A 
typical inspection of the property was also performed by the appraiser. Market information is 
obtained through conversations with brokers, appraisers, property managers, purchasers and 
owners active locally, as well as commercial data providers. 
 
Highest and best use analysis was undertaken and established the foundation for the valuation 
process. This analysis considered the physically possible, legally permissible and financially 
feasible uses of the property and ultimately led to conclusions of a use or class that was 
considered to be optimal, or most productive, for the subject property. 
 
As discussed, I have been requested to analyze the current market lease rate for the subject 
property. As such, recent comparable leases have been gathered and analyzed. This methodology 
is sufficient to develop credible assignment results. 
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AREA OVERVIEW 
 
The purpose of this section of the report is to identify and analyze the social, economic, 
governmental, and environmental forces that can influence property values in the vicinity of the 
subject. The primary area of influence is the neighborhood, defined as a group of complimentary 
land uses; a residential neighborhood may contain residential uses along with ancillary commercial 
uses that provide services for the residents. A district, on the other hand, has one predominate land 
use such as apartments, commercial, industrial, or agricultural.  
 
ARIZONA 
 
Arizona is in the southwestern area of the United States within the Sunbelt Region and ranks 
sixth in the nation in terms of size with 113,417 square miles. The state can be divided into three 
geographical areas, each with its own distinct topography and climate. The northeastern portion 
of the state is a high plateau, which tends to be cool and dry. Most of this area is within the 
boundaries of the Navajo Nation, the largest Native American reservation in the United States. 
The mountainous region, extending diagonally across the state from northwest to southeast, 
offers cool summertime temperatures and winter sports opportunities, attracting visitors to this 
area year round. The remaining half of the state, south and west of the mountainous region, 
consists of desert valleys divided by low desert mountain ranges and is home to most of the 
state's population; about 80 percent of the state population resides in the Tucson and Phoenix 
metropolitan areas.  
 
Between 1980 and 1990, Arizona was the third fastest growing state, with a population increase of 
almost 35 percent. According to the 2000 census, approximately 5,130,000 people resided in the 
State, up from 3,665,000 in 1990, reflecting an increase of about 40 percent, or a 4.0 percent annual 
rate. The latest 2010 census information shows the Arizona population at about 6,392,017, an 
increase of about 24.6% over the 2000 number or an average of 2.5% per annum. Arizona's 
projected growth is about 200,000 per year through 2030. 
 
The state also ranked third in job growth for the same period with a gain of 47 percent, twice the 
national average. Employment is fairly diversified with professional and business services 
accounting for 14 percent of total non-farm employment, followed by government with 13 percent, 
retail with 12 percent, health care with 10 percent, construction with 8 percent, and manufacturing 
with 6 percent.  During 2008, job growth in the State and in Tucson was greatly reduced, with a rise 
in unemployment throughout much of 2008 that persisted throughout 2009 and into 2010.  
However, by May 2018, Arizona's seasonally adjusted unemployment rate had declined to 4.7% per 
the Bureau of Labor and Statistics. Arizona's unemployment has lagged the US unemployment rate 
by approximately 0.5% for the years 2000 through 2010.  
 
According to George W. Hammond, Ph.D., Director and Research Professor, EBRC (Eller 
Economic and Business Research Center), “Arizona’s economy is well positioned to outpace the 
U.S. during the next 30 years. The outlook calls for the state, the Phoenix metropolitan statistical 
area (MSA), and the Tucson MSA to grow faster than the nation across most major macroeconomic 
aggregates. However, as is expected for the nation, the state is not likely to regain the rapid growth 
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rates posted during the 30 years before the Great Recession. In the end, the aging of the baby boom 
generation will take a toll on growth at the national, state, and local levels. 
 
Arizona’s recent growth continues to be strong, with job gains far outpacing the national average. 
This is true even for Tucson, where employment increases have accelerated strongly during the past 
nine months. The outlook calls for growth rates to improve in the near term, with reduced fiscal 
drag and increased migration flows into the state. This drives further gains in construction and 
related sectors, which have been slow to rebound from the housing bust. Overall, the state economy 
is moving forward and its trajectory is positive. “ 
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SUBJECT 
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Metro Tucson 
 

 
*Map data @2018 Google 
 
Tucson is the economic center of southeastern Arizona. While the Tucson area enjoyed economic 
growth with the rise of the housing boom in the middle of the decade, the overall economy began to 
decline in late 2007, with a significant decline beginning in late 2008. Since that time the local 
economy generally mirrored the larger national economic downturn. Some signs of stabilization 
began to appear in 2011 and 2012, with evidence of a slow recovery through 2014 and forward. 
 
The population of Pima County, which approximates the metropolitan area, increased from 666,954 
in 1990 to 843,746 in 2000 and to 980,263 in 2010 (based on the 2010 census), reflecting 
compounded annual growth rates of 2.38 percent from 1990 to 2000 and 1.51 percent annually from 
2000 to 2010.  
 
The Pima Association of Governments (PAG), projects that the population of the County will grow 
by 1.6 to 2.1 percent annually over the next 20 years.  The northwest and southeast portions of the 

SUBJECT 
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metropolitan area, where ample land is available, are expected to be the focal points for most of the 
growth. 
 
The long-term outlook for Tucson is positive. Population and employment, though currently 
down for the first time in nearly a decade, are projected to continue to increase at rates in excess 
of the nation as a whole as the market recovers over the next one to two years. The cyclical 
nature of the economy reflected in the population, employment, and development segments is 
now stabilized from the peak of the previous cycle. Overall, the Tucson Metropolitan area is 
considered to be in the growth stage of its life cycle and, even with the recent challenges shown 
by the residential and commercial markets, should have a positive long-term impact upon 
properties in the area. 



 

 7557-1801 Page - 14 

NEIGHBORHOOD DATA 
 
The subject is located in the south portion of the Tucson metropolitan area, about ten miles 
southeast of the Tucson central business district (CBD). The following discussion summarizes 
those factors that influence values within the neighborhood.  
 

 
 
Boundaries 
 
General neighborhood boundaries are: Wilmot Road on the east; State Highway 286 & Avra 
Road on the west; 22nd Street and Kinney Road on the north; and Duval Mine Road on the south. 
This is the southern region of the metropolitan Tucson area. 
 
Population 
 
The following tabulation summarizes population projections as prepared by the Arizona 
Department of Economic Security for Pima County and related jurisdictions.  
 

SUBJECT 
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Transportation 
 
Primary access to the neighborhood is provided by Interstate 10, Alvernon Road, Palo Verde 
Road, the Kino-Campbell Corridor, and the Kolb-Valencia Corridor. I-10, a six-lane freeway, 
traverses the neighborhood in a northwest to southeast manner and has interchanges at Palo 
Verde/Alvernon Roads, Campbell/Kino Roads, and Park Avenue. I-19 splits from I-10 in Tucson 
and provides access to Mexico. 
 
Other major north-south roadways include Country Club Road, Park Avenue, Twelfth Avenue, 
and Sixth Avenue/Tucson-Nogales Highway. Major east-west arterials include 22nd Street, Ajo 
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Way, Irvington Road, Drexel Road, and Valencia Road. Benson Highway/US 80 traverses the 
neighborhood one-half mile south of and generally parallel to I-10. 
 
In addition to the above noted roadways, the Aviation Corridor, completed through to Broadway 
Boulevard and the southeasterly portion of the Central Business District, has greatly improved 
access to the northeastern portions of the neighborhood. The Aviation Corridor is a limited 
access thoroughfare extending from Golf Links Road on the south to the CBD, with plans to 
extend it to St. Mary's Road and I-10 on the north. 
 
The Tucson International Airport facility is located within the subject neighborhood.  The main 
entrance to the airport is located on South Tucson (Kino) Boulevard, south of Valencia Road.  
The Tucson International Airport is a major asset, not only to the city of Tucson and Pima 
County, but also the entire region including Sierra Vista, Nogales, and northwestern Mexico. To 
accommodate the airport’s increasing needs, a master plan was prepared for the Tucson Airport 
Authority in the 1990’s. This plan includes the expansion of land area for the facility, as well as 
adding to and improving existing buildings, runways, and facilities needed to provide services 
related to the airport service industry. The Tucson Airport Authority has received over $60 
million from bond proceeds to finance the airport extension.   Much of the airport renovation has 
been completed, with additional approved expansion projects in progress. 
 
Land Use 
 
The neighborhood is well established both residentially and commercially and is largely built up. 
The subject area is considered to be in a stable stage of its life cycle, which is typified by a 
period of equilibrium without any marked gains or losses in land values. Land uses include a 
variety of single and multi-family residences, commercial, and a variety of industrial uses that 
are situated along the southern, eastern and western boundaries of the area. 
 
Residential 
 
The majority of residential development in the area is older single family housing and mobile 
homes primarily located in the western, central, and northern areas of the neighborhood. Several 
new single family subdivisions have been developed in the eastern portion of the neighborhood 
in recent years. Single-family homes range in age from new to over 30 years. 
 
The subject neighborhood contains a number of major apartment complexes, typically situated 
along major roadways. Occupancy and rental rates have been improving following the effects of 
the Great Recession.  
 
Commercial 
 
Office 
 
Office space is rather limited, due to two primary factors. The first is the historical lack of 
demand for office space in the area; the second being that several office facilities within the 
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area’s business and commerce parks are labeled as industrial buildings. Occupancy in the area is 
much stronger than the metropolitan Tucson average. Also refer to the below table. 
 

 
 

According to CoStar’s 2nd Quarter 2018 Report, the overall vacancy rate of leasable office space 
for Tucson is 8.4 percent, while the Southwest Tucson Market, which includes the subject 
property, is 4.2 percent.  
 
Industrial  
 
The neighborhood is ideally suited for industrial uses with I-19 providing access for goods to and 
from Mexico and I-10 allowing direct access to Phoenix and California to the west and Texas 
and the eastern seaboard to the east. In addition, the neighborhood is well served by the rail 
system and has proximity to the airport. 
 
Industrial uses dominate the neighborhood, with nearly 30 percent of the total metropolitan 
inventory. Major business parks include Butterfield Business Park, Tucson International 
Business Center, Tucson Broadbent Business Center, and the larger business parks at Park and 
Ajo. Industrial uses west of Alvernon Way, in proximity to the Air Force Base, tend to be heavy 
industrial uses, ranging from lumber yards to heavy manufacturing uses, automotive recycling 
facilities, and the like.  
 
The neighborhood and surrounding area has been the focus of major new development. This 
includes the Rockefeller Group’s 2007 purchase of 20 acres of land in the Airport Commerce 
Center (due east of Tucson International Airport) for development of a 520,000-square foot 
distribution center. In late 2007, Summit Properties of Scottsdale broke ground on a 250,000-
square foot expansion to the existing 140,000-square foot Hemisphere Corporate Center (multi-
tenant office/industrial complex) in Tucson International Business Center near Valencia and Palo 
Verde Road. 
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Overall, the area is well established industrially and will benefit from the strong, on-going, 
upswing in industrial and associated development due to its proximity to transportation arterials, 
including freeway, rail, and air. The industrial identity of the area will also contribute to the 
anticipated growth of the area.  
 
According to CoStar’s 2nd Quarter 2018 Industrial Report, the overall vacancy rate of leasable 
office space for Tucson is 6.6 percent, while the Palo Verde Market, which includes the subject 
property, is 5.3 percent.  
 

 
 

 
Retail 
 
The neighborhood includes several large retail developments including two new power centers 
that are located along the major arterials, Interstate 19, Irvington, Interstate 10 and Kino 
Parkway.  
 
At the southwest corner of Interstate 19 and Irvington Road is the Tucson Spectrum, a 1,024,816 
square foot Regional Shopping Center that is situated on 122.29 acres of land. Target, J.C. 
Penny, Home Depot, and Sports Authority have opened stores in this development and these 
stores are serving as anchor tenants for additional development by national retailers. There are 
numerous restaurants such as Red Lobster and The Olive Garden as well as the Tucson Spectrum 
18 Harkins Theater.  
 
Tucson Marketplace at The Bridges is a Regional Power Center and is located at the northwest 
corner of Interstate 10 and Kino Parkway. It is a 350 acre site which will be a mixed-use project 
which will include the proposed Arizona Biosciences Park which will be a 3 million square foot 
facility. Also proposed is an executive hotel, housing for graduate students and visiting scientists, 
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an innovative high school and a scientific skills training center. Seven hundred distinctive homes 
are proposed as well which will offer residents a location to live, work, and play closely together 
within the development. Currently, Costco and Walmart are serving as anchors with a variety or 
shops and pads available with a 1,000,000 square foot retail center. Cafes, restaurants, banks, and 
movie theaters will support the master-planned community as well.  
 
The neighborhood also contains a number of neighborhood shopping centers along with VF 
Factory Outlet, a small discount center, at Palo Verde Road and I-10. Other commercial uses 
include numerous formal and fast food restaurants, gas stations, convenience stores, and the 
Tanque Verde Swap Meet.  
 
Overall, the neighborhood is considered to be well served commercially. There are sufficient 
commercial facilities in the neighborhood to support the population. 
 

 
 

Retail development in the neighborhood is well established with over 6.5 million square feet of 
inventory, about 12.2 percent of total metro inventory. Vacancy was reported as 5.2 percent, 
slightly lower than the previous quarter; and lower than the metro average of 5.6 percent. 
 
Government and Public Uses 
 
The neighborhood is within the jurisdiction of Pima County and the City of Tucson and is 
provided with county and some city services including police and fire protection, solid waste 
removal services, and public transit services. All utilities are available throughout the 
neighborhood, including water, sewer, natural gas, electric, and telecommunications. 
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Summary 
 
The neighborhood benefits from its proximity to major transportation systems including freeway, 
rail, and air, factors that are contributing to the current strong upswing in industrial and 
associated development in and surrounding the neighborhood. Major influences are the Tucson 
International Airport, Davis-Monthan Air Force Base, and the hotels and industrial facilities in 
the Airport area. Future industrial development is likely due to the existing industrial 
development, the availability of industrially zoned land, and the proximity to interstate, rail, and 
air transportation.  The long term projections for the subject neighborhood indicate increased 
growth, especially in the industrial sector.  The overall trends occurring in the neighborhood are 
considered to have a positive impact upon the subject property. 
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PROPERTY DESCRIPTION 
 

Site Description 
 
LOCATION: The subject property is located within the Herbert K. Abrams 

Public Health Building which is located along the west side of 
Country Club Road, south of Ajo Way.  The physical address of 
the subject is 3950 S. Country Club Road, Suite 470, 4th floor, 
Tucson, Arizona 85714. The property is further identified by Pima 
County Assessor parcel number as 132-19-1420 (portion of).  

 

 
 
SIZE:  According to the Pima County Assessor’s records, the larger parcel 

has a site area of 7,882,618 square feet or approximately 180.96 
acres of land.  

 
CONFIGURATION: The site is irregular in shape. Please refer to the Assessor’s Record 

Map included above.  
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DIMENSIONS: According to the above Assessor’s Record Map, the site has 
varying depths and widths.  

 
TOPOGRAPHY: The site is generally level and at grade with its frontage roadway 

and surrounding properties.  
 
FRONTAGE/ACCESS Frontage is along both Country Club Road and Bentley Avenue. 

Access is along Country Club Road, Bentley Avenue, President 
Street and District Street. Overall, considering its location and 
proximity to major routes of travel, the frontage and access for the 
property is considered to be good. 

 
VISIBILITY: Visibility for the property is considered to be good.  
 
UTILITIES: All utilities are in place to the subject including: electric power by 

Tucson Electric Power, water by City of Tucson, 
telecommunications available through CenturyLink and other 
providers, sewer by Pima County, and natural gas from Southwest 
Gas.  

 
EASEMENTS: I was not provided with a title report for the subject property. Based 

on my physical inspection and a review of the subject’s plat map, 
there do not appear to be any atypical easements that would 
adversely impact the utility of the subject site. 

 
ENVIRONMENTAL: My inspection of the subject site did not indicate any potential 

environmental hazards that were readily observable.  A Phase I 
environmental site survey was not available as of the writing of 
this report.  It is a fundamental assumption of this appraisal report 
and the valuation conclusions contained herein that the subject 
property is not impacted by any environmental concern, which 
could affect the value or marketability of the property.  If this 
remains an area of concern for the client, a Phase I Environmental 
site analysis of the site should be performed by qualified 
personnel.  

 
SOIL CONDITIONS: As of the date of inspection, there did not appear to be any 

negative soil or subsoil conditions affecting the subject site.  The 
actual soil conditions are unknown.  It is assumed that the subject 
property is not impacted by any negative soil/subsoil issues. 

 
ZONING: The subject larger site is zoned PAD-18 (Kino Health Campus), 

City of Tucson. The Kino Health Campus PAD is a medical and 
healthcare oriented educational, office, medical support, research 
and regional employment infill activity center with mixed-use 
character and adequate access to arterial roads. The primary 
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purpose of the PAD is to develop an academic research/healthcare 
campus that supports excellent, full service healthcare, and state of 
the art research and teaching programs. 

 
  

 
*PimaMaps 2018 
 

SUBJECT 
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CENSUS TRACT:  The subject site is located within Census Tract 4105.01.  
 

 
* U.S. Census Bureau 2010 

SUBJECT 
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FLOOD CONDITION: The subject is depicted on Federal Emergency Management 
Agency, Flood Insurance Rate Map 04019C2291L, dated June 16, 
2011. According to this map, the subject property is located in  an 
area designated as Zone X. Zone X is within Other Areas: areas 
determined to be outside the 0.2% annual chance floodplain.  

 

 
 
SURROUNDING USES: 
 

NORTH: To the north is a medical clinic followed by President Street a 
vacant dirt pad and then Ajo Way.  

EAST: To the east is Country Club Road.  
SOUTH: To the south is the Pima County Office of Medical Examiner 

followed by District Street.  
WEST: To the west is Bentley Avenue followed by Banner-University 

Medical Center.  
 

PROPERTY TAXES:  According to the Pima County Assessor, the 2018 Limited Cash 
Value for the subject is $54,133,035, and the 2018 Full Cash Value 
is $78,462,280. The 2019 LCV is $56,839,687 while the FCV is 

SUBJECT 
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$104,839,670. Notably, the subject is only the 4th floor of this 
building and therefore the above values are not relevant.    

 

 
 
TAX STATUS:  The subject property is owned by Pima County and is not subject 

to real estate taxes.  
 
OTHER VALUE: The subject property is not considered to have any scientific, 

recreational, cultural or historic value. 
 
SUMMARY:  Analysis of the subject site indicates that the property could be 

physically developed for a variety of uses.  Legally the property is 
limited to those uses allowed under the PAD-18 (Kino Health 
Campus). The subject is not located within a flood hazard zone.  
All utilities are available to the site. The site is level and has 
average access and visibility.  
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Description Of Improvements 
 
The subject property is comprised of 45,885 net rentable square foot located on the entire 4th 
floor of the Herbert K. Abrams Public Health Building. The suite is currently in use as office and 
biological laboratories.  
 

 
*PimaMaps 2018 
 
TYPE:   Fourth floor office and laboratory space.  The tenant occupies the 

entire fourth floor of the Abrams building. 
 
SIZE: Based upon information obtained from the client and from the 

lease and its amendments, the subject has the following floor areas: 
 
 Offices, training and conference rooms 18,481 sq.ft. 
 Office expansion  4,551 sq.ft. 
 Subtotal – office space  23,032 sq.ft. 
 Engineering space  3,594 sq.ft. 
 Laboratory and office space  15,096 sq.ft. 
 Shipping and engineering  4,163 sq.ft.  
 
 Total fourth floor  45,885 sq.ft. 
 

SUBJECT- 
portion of larger 
parcel 
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 With regard to the 15,096 square feet of laboratory space, there is a 
limited amount of office space in this portion of the floor.  Because 
the subject consists of the entire fourth floor the gross floor area 
and the rentable floor area are the same.  A useable floor area 
calculation has not been provided. 

 
CONSTRUCTION: The larger building is primarily of steel frame design.  The 

building exterior includes either concrete block or poured concrete 
panels and aluminum framed tinted windows.   

     
ROOF IMPROVEMENTS: The building roof is composition sheathing over steel panels and 

beams. 
 
INTERIOR - OFFICE: The office finishes are what is commonly found in Class A office 

building design.  Flooring varies and includes carpeting, laminate 
wood, and vinyl tile.  Ceiling finishes primarily include a drop 
acoustic system with recessed fluorescent lighting.  Decorative 
tract of halogen lighting is also provided.  Interior wall partitions 
are mainly painted gypsum panels.  Some rooms, such as the lobby 
and conference room, have glass panel walls.  Doors are solid core 
hardwood.  There is a kitchen and also an outdoor patio. 

 
INTERIOR – 
LABORATORY: The laboratory area includes significant upgrades for electrical, 

mechanical, ventilation, compressed air, and plumbing.  The 
interior is finished with drop grid ceilings and vinyl flooring.  

 
FIRE SPRINKLERS: The entire fourth floor is provided with a wet fire safety system. 
 
RESTROOMS: Adequate men’s and women’s restrooms are provided throughout 

the fourth floor.  Restroom finishes are good in quality and include 
ceramic or marble tile flooring as well as extensive ceramic tile 
wainscoting. 

 
ELECTRICAL: Electric service is assumed adequate and compliant with code. 
 
HVAC: The building is serviced by roof-mounted HVAC units.   
 
ELEVATORS: There are two elevator lobbies with 3 elevators at one location and 

2 at the other elevator lobby. 
 
SITE IMPROVEMENTS: The subject is part of the larger Abrams Public Health Center.  There 

is surface parking provided in open lots around the building.  
Information provided by the client indicates that there are 623 
parking spaces.  This results in a parking ratio of about 4.4 per 1,000 
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square feet of building area.  (The building area for the entire 
building is reported at 141,944 rentable square feet.)     

 
ADA COMPLIANCE: The subject building was originally constructed in 2007, which is 

after the Americans with Disabilities Act being passed in 1990. 
Therefore, it is assumed that the property fully complies with all 
ADA requirements. 

 
SITE COVERAGE: Not applicable  
 
ACTUAL AGE: The larger building was originally constructed in 2007.  The lease 

was originally executed in 2012 when a portion of the space was 
completed.  Expansion resulted in new tenant improvement work 
through several lease amendments. 

 
EFFECTIVE AGE: Based on the lease and amendment dates as well as the observed 

quality and condition of the improvements the interior tenant 
improvements are in very good condition and have been well 
maintained.  The effective age of the tenant improvements is 
estimated at 3 years. 

 
TOTAL ECONOMIC  
LIFE:   A building of similar quality to the subject might have an 

anticipated economic life of from 50 to 55 years.  This analysis is 
of the interior tenant improvements for the fourth floor as well as 
considering the age of the larger building.  Based on the quality of 
the interior build out the economic life of the build out is estimated 
at 20 years. 

 
REMAINING  
ECONOMIC LIFE: The larger building is estimated to have a remaining economic life 

of 50 years while the interior build out is estimated to have a 
remaining economic life of 17 years. 

 
CONDITION: The quality and condition of the larger building as well as the 

subject interior tenant improvements are both good. 
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SUBJECT PHOTOS 
 

Top: View north along Country Club Road.  
Bottom: View of corner of President Street and Country Club Road. 
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SUBJECT PHOTOS 
 

Top: View south along Country Club Road, subject building and parking at right.  
Bottom: View of subject property’s eastern elevation.  
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SUBJECT PHOTOS 
 

Top: View of subject property, 4th floor within Abrams Building.  
Bottom: Additional view of subject’s southern elevation.  
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SUBJECT PHOTOS 
 

Top: Additional view of subject building (southern and western elevations) and parking areas.  
Bottom: Internal view of laboratory areas. 

 

 
 

 
 

 



 

 7557-1801 Page - 34 

SUBJECT PHOTOS 
 

Top: Internal view of laboratory and storage areas.  
Bottom: Internal view of laboratory areas. 
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SUBJECT PHOTOS 
 

Top: View of laboratory area.  
Bottom: View of laboratory area. 
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SUBJECT PHOTOS 
 

Top: View of laboratory area.  
Bottom: View of laboratory area. 
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SUBJECT PHOTOS 
 

Top: View of lunch room and office areas.  
Bottom: View of typical conference room. 
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SUBJECT PHOTOS 
 

Top: View of lobby.  
Bottom: View of typical corridor. 
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SUBJECT PHOTOS 
 

Top: View of kitchen/break room.  
Bottom: View of corridor and conference room. 
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SUBJECT PHOTOS 
 

Top: View of typical restroom.  
Bottom: View of typical outdoor patio. 
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HIGHEST AND BEST USE 
 
Highest and best use is the basic premise of value and, as such, reflects an appraiser's opinion 
based upon an analysis of prevailing market occurrences. Highest and Best Use is defined as: 
 
 The reasonably probable and legal use of vacant land or an improved property 

that is legally permissible, physically possible, appropriately supported, 
financially feasible, and that results in the highest value.1 

 
This analysis is of the market rent for the property under a specific use, as office space with 
related laboratory improvements.  As a result the purpose of the highest and best use analysis as 
applied here is to determine two factors: (1) whether there is adequate demand to lease the office 
component of the property; and (2) whether there is adequate demand to lease the laboratory 
space.  The following several paragraphs first review ( briefly) legally and physically possible 
uses of the property.  A more in-depth discussion is then provided relative to demand for both 
office space and for laboratory space. 
 
Highest and Best Use, As Presently Improved 
 
Legally Permissible 
 
The subject property is within a special zoning district which is intended to promote office, 
medical office, and related uses.  The current utilization of the property with office space and 
related laboratory use is a legally allowed use. 
 
Physically Possible 
 
The subject consists of the 4th floor within the Abrams medical office building.  The existing 
build out with both office and laboratory use is clearly physically possible. 
 
Financial Feasibility – General Office Use 
 
As part of this appraisal a detail rent study is provided later in the market rental rate analysis.  In 
order to assess the overall market for office space the following detail history as obtained from 
Costar is provided for the period from 2009 through 2nd Quarter 2018.  This information relates 
to office vacancy rates citywide and in the various submarkets for the period reviewed. 

                                                
1 The Appraisal of Real Estate, 14th Edition 
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Tucson’s office markets have been in a slow but steady recovery from overbuilding and, or, 
negative net absorption, in the prior recession.  A peak vacancy rate of 12.9% occurred at year-
end 2012.  Since then vacancy rates have steadily recovered.  The year-end 2017 vacancy rate 
was 9.4%.  The 2nd Quarter 2018 vacancy rate declined to 8.4%.  These vacancy rates are 
indicative of a market that is reaching stabilization.  Given the subject’s good quality design and 
recent construction there more than likely would be office or medical office demand for the 
space. 
 
Financial Feasibility – Laboratory Use 
 
A significant component of the subject spaces consist of wet-laboratory space.  This type of 
space may also be called bio-tech space.  During the course of this rent study an effort was made 
to identify market statistics reports to quantify factors relative to inventory, absorption, vacancy, 
and rental rates for this property type.  No such studies were identified for Tucson.  This is more 
than likely due to the limited amount of this product currently available in the market.  Presently, 
there are only two significant concentrations of laboratory or bio-tech space in the greater 
Tucson area.  These are both in “tech parks” owned and operated by the University of Arizona.  
Commentary regarding both of these projects is provided below. 
 
UofA Tech Park at Rita Ranch 
 
 This project was once a single tenant facility occupied by IBM.  IBM is still one of the 
anchor tenants in this project.  This massive complex has a total building area of 1.89 million 
square feet and occupies a 1,345 acre site in the southeast area of Tucson.  Anchor tenants 
include IBM, Raytheon, Citi, and Optum.  A representative of the UofA indicates that the current 
occupancy level for all space types in the project is about 95%.  The same party indicates that 
there is a very small amount of speculative biotech space totaling about 50,000 square feet.  
There is only 2,030 square feet of biotech space available indicating an occupancy level of 96% 
for this component of the project as well.  There are three biotech tenants: Ampcera, Capienda, 
and Reglagen.  At least two of these tenants located into the project in 2017.  However, lease 
details are confidential.  Some of the anchor tenants may have biotech space as well but these 
spaces were added by the tenants and are not part of the speculative space. 
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 Recent press releases indicate that an expansion of this project is planned.  About 175 
acres on the west side of the project will be developed with “The Village” .  This expansion will 
include retail, commercial, residential, and hotel uses. 
 
UofA Tech Park at The Bridges 
 
 The Bridges is a master planned residential and commercial project located in Central 
Tucson.  The entire project covers 350 acres.  The UofA Tech Park is a 65 acre component of 
The Bridges.  The UofA representative indicates that there is currently no laboratory space in this 
project.  A planned expansion is, however, in progress with ground breaking anticipated in early 
2019.  This expansion will include two “tech” buildings.  The first will be a 120,000 square foot 
building to be at least partially occupied by the UofA.  There may be some laboratory space in 
this building but this has not been determined at this time.  The second building will be 180,000 
square feet.  This building is planned to house mostly laboratory space.  Asking rents for this 
speculative space have not been established. 
 
Returning to the broad discussion of biotech space in Tucson, there is presently a very limited 
supply of this type of space in the city.  The goal of the UofA Tech Parks is to encourage and 
foster demand for this type of space.  Presently, however, demand for this type of space is very 
limited.  With the exception of the subject space (about 15,000 sq.ft.) and the reported 50,000  
square feet within the Tech Park at Rita Ranch, there are no other similar spaces identified within 
the Tucson market place.  Further, rental information for the few leases that have occurred is not 
available.  Therefore, predicting demand for this space use is speculative.  As a result, the market 
rental rate estimate for the subject which follows evaluates the entire fourth floor as office space 
with no attribution of added value to the laboratory space. 
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MARKET RENT ANALYSIS 
 
A market rent analysis is based on the principal of substitution, in that a potential tenant would 
not pay more for the subject space than they would for a space that is considered similar with 
respect to location, quality, and lease terms. 
 
Current and Historic Subject Rent 
 
The following lease details are the same as provided earlier in the introduction of this report 
relative to the property history. 
 
Lessee: Accelerate Diagnostic, Inc. 

 
Premises: Entire Fourth Floor of 3950 S. Country Club, Suite 470 
 Tucson, Arizona 
 
Rentable Area: Lease Amendment 4 specifies a total useable area of, 45,885 sq. ft.  This 

figure is relied upon for this analysis.  The original lease space was 15,096 
sq. ft. on the fourth floor.  This was expanded via several options and lease 
amendments. 
 

Date: August 20, 2012 
 
Term: Originally three years from January 1, 2013 to January 12, 2016.  

Subsequent options have extended the term to an expiration date of January 
12, 2019. 

 
Options: Three 1-year options, each of which have been exercised.  All extensions 

and options are co-terminus with the original lease which as noted above 
expires in January 12, 2019. 

Rent: The original base rent was $9.25 per square foot applied during the first 
lease term. 
 
Rent Increases: The rent increased to $19.80 per square foot which is the current rent and 

which applied during each of the three option periods.  The lease Sixth 
Amendment appears to have modified the rent.  In the Sixth Amendment 
rent for 4,163 square feet of the space is noted at $17.63 per square feet.  
Rent for the balance of the space is as previously noted here, or $19.80 per 
square feet. 

 
Percentage Rent: None. 

 
Expenses: The lease was originally modified gross with the tenant paying only 

janitorial costs.  When the tenant expanded into the entire fourth floor the  
tenant became responsible for all utility costs. 
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 Repairs: Landlord. 
 
 Janitorial: Tenant 
 
 Utilities: Originally the landlord.  The Fourth Amendment changed this with the 

tenant paying all utility costs. 
 
 Taxes: The larger property is not taxed due to the ownership status.  The tenant is 

responsible for any taxes related to trade equipment and related tenant 
improvements or leasehold improvements. 

 
 Insurance: Landlord. 
 
  
Other: The landlord provided $1,400,000 in a tenant improvement allowance at the 

start of the original lease. 
 
Amendment 1: Dated October 15, 2015.  The tenant name was changed to the current 

name.  The tenant expanded into another 4,332 square feet of space.  The 
owner provided $400,000 in tenant improvements.  This was reimbursed by 
the tenant. 

 
Amendment 2: Dated April 15, 2014.  Tenant expanded into another 7,757 square feet of 

space.  Rent for 3,594 sq. ft. was at $9.25 per square foot.  Rent for 4,163 
square feet was at $17.63 per square foot.  There were no tenant 
improvements provided by the owner.  The tenant was granted a right of 
first refusal for an unspecified amount of expansion space. 

 
Amendment 3: Dated June 17, 2014.  Minor rewording of lease details. 
 
Amendment 4: Dated December 16, 2014.  Further expansion into another 18,481 square 

feet of space.  The initial rent for this space was $17.63 per square foot 
which changed going into the first extension.  Tenant began paying utility 
costs at this time.  There were no owner provided tenant improvements.  
The tenant paid for the installation of utility sub meters. 

 
Amendment 5: Dated January 13, 2015.  Minor rewording of lease details. 
 
 
Amendment 6: Dated February 16, 2016.  Tenant exercised first extension through 

February 12, 2017.  Restated that tenant is to pay all utilities.  Rent for 
41,722 square feet set at $19.80 per square foot.  Rent for 4,163 square feet 
set at $17.63 per square foot. 

 
Amendment 7: Dated December 31, 2016.  Tenant exercised second extension through 

January 12, 2018. 
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Amendment 8: Dated October 3, 2017.  Tenant exercised third extension through January 

12, 2019. 
 
 
 
Market Rent Analysis 
 
In order to identify comparable rentals several sources were reviewed.  These included reviewing 
rental comparables as published by Costar; reviewing rental listings as obtained from LoopNet; 
reviewing the appraiser’s research files; and reviewing an appraisal of another space within the 
Abrams project as provided by the client.  Due to the size of the subject space there is a limited 
amount of recent data available that could also be confirmed with a party to the lease.  As a result 
the data reviewed here includes leases covering an approximately 3-year time period from 2015 
through the effective date of this analysis.  Unless otherwise noted in the data sheets, the lease 
data reviewed here was confirmed with a party to the lease.  Further, each comparable was field 
reviewed for purposes of this analysis. 
 
In reviewing the market rental data, please note that due to the subject space size a significant 
number of the rental comparables reviewed involve single tenant buildings or larger spaces as 
well.  In the Tucson area these rentals are primarily negotiated on a triple-net NNN basis with the 
tenant responsible for all property operating costs.  Therefore, the rental comparables are 
analyzed here on a NNN basis.  Under such a lease the tenant pays all operating costs but the 
landlord is responsible for management and administration costs. 
 
The following exhibit summarizes the rental comparables.  A market data map follows the 
summary exhibit.  Data sheets for each rental comparable are then provided..  
 






