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not included as an item of tax preference in computing the federal alternative minimum tax for individuals and corporations under the Internal
Revenue Code of 1986, as amended, but is taken into account in computing an adjustment used in determining the federal alternative minimum
tax for certain corporations. In the further opinion of Bond Counsel, such interest is exempt from California personal income taxes. See “Tax
MATTERS” herein.

$15,160,000 $5,708,938.75
REDEVELOPMENT AGENCY OF THE CITY AND REDEVELOPMENT AGENCY OF THE CITY AND
COUNTY OF SAN FRANCISCO COUNTY OF SAN FRANCISCO
COMMUNITY FACILITIES DISTRICT NO. 6 COMMUNITY FACILITIES DISTRICT NO. 6
(MISSION BAY SOUTH PUBLIC IMPROVEMENTY) (MISSION BAY SOUTH PUBLIC IMPROVEMENTS)
SPECIAL TAX BONDS, SPECIAL TAX BONDS,
SERIES 2005A PARITY-SOUTH SERIES 2005B PARITY-SOUTH
(CURRENT INTEREST BONDS) (CAPITAL APPRECIATION BONDS)
Dated: Date of Issuance Due: August 1, as shown on front inside cover

Type of 2005 Bonds The Redevelopment Agency of the City and County of San Francisco (the “Agency”) Community Facilities District No. 6
(Mission Bay South Public Improvements) (the “District”) Special Tax Bonds, Series 2005A Parity-South (Current Interest
Bonds) (the “Series 2005A Bonds”) and the Redevelopment Agency of the City and County of San Francisco Community
Facilities District No. 6 (Mission Bay South Public Improvements) Special Tax Bonds, Series 2005B Parity-South (Capital
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County of San Francisco Community Facilities District No. 6 (Mission Bay South Public Improvements), which is wholly
within a redevelopment project area of the Agency. See “THE DistrICT.”
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2006. Initial purchases of beneficial interests in the 2005 Bonds will be made in book-entry form and the 2005 Bonds will be
registered in the name of Cede & Co., as nominee for The Depository Trust Company (“DTC”). Authorized Bond
denominations are $5,000 and any integral multiple thereof. Purchasers of beneficial interests in the 2005 Bonds will not
receive certificates representing their interests in the 2005 Bonds and will not be paid directly by the 2005 Bond fiscal agent.
See AppENDIX F=“DTC anD THE BoOK-ENTRY SYSTEM.”

Redemption The 2005 Bonds are subject to optional and mandatory redemption prior to their stated maturity, as described herein.
See “THE 2005 Bonps—Redemption of 2005 Bonds™ herein.
Security The principal of, premium, if any, and the interest on the 2005 Bonds are payable primarily from the annual installments of

the Special Tax levied and collected on the taxable real property within the District. Such Special Tax Revenues, which
include any scheduled payments and any prepayments thereof, interest thereon and proceeds of the redemption or sale of
property sold as a result of foreclosure of the lien of the Special Taxes to the amount of said lien and interest thereon, are
pledged to the Fiscal Agent for the benefit of the Owners of the Bonds pursuant to the Fiscal Agent Agreement. See
“SECURITY AND SOURCES OF PAYMENT FOR THE 2005 Bonps.”

Reserve Fund The Agency established a Reserve Fund from proceeds of the parity bonds issued in July 2001 and increased from
proceeds of the parity bonds issued in November 2002. The Agency will increase the amount in the Reserve Fund with
proceeds of the 2005 Bonds. If revenues from the Special Taxes are insufficient to pay the debt service on the 2005 Bonds,
the monies in the Reserve Fund are available to cover the deficiency. There is no assurance that funds will be available for
this purpose and if, during the period of revenue shortfall, there are insufficient moneys in the Reserve Fund, there may be
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for delivery through the facilities of DTC on or about July 26, 2005.
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MATURITY SCHEDULE

$15,160,000 Current Interest 2005A Bonds

Maturity Principal Interest
(August 1) Amount Rate Price CUSIP No.'
2007 $70,000 3.050% 100% 79765W BY3
2008 140,000 3.350 100 79765W BZ0
2009 215,000 3.700 100 79765W CA4
2010 255,000 3.900 100 79765W CB2
2011 285,000 4.000 100 79765W CCO
2012 315,000 4.150 100 79765W CD8
2013 350,000 4.300 100 79765W CE6
2014 385,000 4.400 100 79765W CF3

$13,145,000 5.150% Current Interest 2005A Bonds Maturing August 1, 2035, Price 99.544%—CUSIP No."79765W CcQ9

$5,708,938.75 Capital Appreciation 2005B Bonds

Maturity Date Initial Yield to Accreted Value
(August 1) Amount Maturity at Maturity CUSIP No."
2015 $257,924.00 5.050% $425,000 79765W CR7
2016 255,658.50 5.200 450,000 79765W CS5
2017 249,241.00 5.350 470,000 79765W CT3
2018 245,866.50 5.450 495,000 79765W CUO
2019 239,778.85 5.530 515,000 79765W CV8
2020 234,619.20 5.630 540,000 79765W CW6
2021 229,700.75 5.700 565,000 79765W CX4
2022 224,890.30 5.750 590,000 79765W CY2
2023 219,567.30 5.800 615,000 79765W CZ9
2024 213,811.20 5.850 640,000 79765W DA3
2025 209,247.70 5.900 670,000 79765W DBI1

$978,280.40 Capital Appreciation 2005B Bonds Maturing August 1, 2030, Yield 5.930%; Accreted Value at Maturity $4,220,000—
CUSIP No."79765W DC9

$2,150,353.05 Capital Appreciation 2005B Bonds Maturing August 1, 2034, Yield 5.980%; Accreted Value at Maturity $11,885,000—
CUSIP No." 79765W DD7

T Copyright 2005, American Bankers Association. CUSIP data herein is provided by Standard and Poor’s, CUSIP Service
Bureau, a division of The McGraw-Hill Companies, Inc. This data is not intended to create a database and does not serve in
any way as a substitute for the CUSIP Service. The CUSIP number is provided for convenience of reference only. None of
the Agency, the City or the Underwriters take any responsibility for the accuracy of such CUSIP number.



GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT

Use of Official Statement. This Official Statement is submitted in connection with the offer and
sale of the 2005 Bonds referred to herein and may not be reproduced or used, in whole or in part, for any
other purpose. This Official Statement is not to be construed as a contract with the purchasers of the 2005
Bonds. The information and expressions of opinions herein are subject to change without notice and
neither delivery of this Official Statement nor any sale made hereunder shall, under any circumstances,
create any implication that there has been no change in the affairs of the Agency any other entity
described or referenced herein since the date hereof. All summaries of the documents referred to in this
Official Statement are made subject to the provisions of such documents, respectively, and do not purport
to be complete statements of any or all of such provisions.

Estimates and Forecasts. When used in this Official Statement and in any continuing disclosure
by the Agency in any press release and in any oral statement made with the approval of an authorized
officer of the Agency or any other entity described or referenced herein, the words or phrases “will likely
result,” “are expected to,” “will continue,” “is anticipated,” “estimate,” “project,” “forecast,” “expect,”
“intend,” “planned” and similar expressions identify “forward looking statements” within the meaning of
the Private Securities Litigation Reform Act of 1995. Such statements are subject to risks and
uncertainties that could cause actual results to differ materially from those contemplated in such forward-
looking statements. Any forecast is subject to such uncertainties. Inevitably, some assumptions used to
develop the forecasts will not be realized and unanticipated events and circumstances may occur.
Therefore, there are likely to be differences between forecasts and actual results, and those differences
may be material. The information and expressions of opinion herein are subject to change without notice,
and neither the delivery of this Official Statement nor any sale made hereunder shall, under any
circumstances, give rise to any implication that there has been no change in the affairs or business of the
Agency, the Principal Landowners or any other entity described or referenced herein since the date
hereof.

LR INA3 LR I3 ¢ LR I3

Limit of Offering. No dealer, broker, salesperson or other person has been authorized by the
Agency to give any information or to make any representations in connection with the offer or sale of the
2005 Bonds other than those contained herein and if given or made, such other information or
representation must not be relied upon as having been authorized by the Agency or the Underwriters.
This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall
there be any sale of the 2005 Bonds by a person in any jurisdiction in which it is unlawful for such person
to make such an offer, solicitation or sale.

Involvement of Underwriters. The Underwriters have submitted the following statement for
inclusion in this Official Statement: The Underwriters have reviewed the information in this Official
Statement in accordance with, and as a part of, their responsibilities to investors under the Federal
Securities Laws as applied to the facts and circumstances of this transaction, but the Underwriters do not
guarantee the accuracy or completeness of such information.

Stabilization of Prices. In connection with this offering, the Underwriters may overallot or effect
transactions which stabilize or maintain the market price of the 2005 Bonds at a level above that which
might otherwise prevail in the open market. Such stabilizing, if commenced, may be discontinued at any
time. The Underwriters may offer and sell the 2005 Bonds to certain dealers and others at prices lower
than the public offering prices set forth on the cover page hereof and said public offering prices may be
changed from time to time by the Underwriters.

THE 2005 BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED, IN RELIANCE UPON AN EXCEPTION FROM THE REGISTRATION
REQUIREMENTS CONTAINED IN SUCH ACT. THE 2005 BONDS HAVE NOT BEEN
REGISTERED OR QUALIFIED UNDER THE SECURITIES LAWS OF ANY STATE.
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OFFICIAL STATEMENT

$15,160,000 $5,708,938.75
REDEVELOPMENT AGENCY OF THE CITY AND REDEVELOPMENT AGENCY OF THE CITY AND
COUNTY OF SAN FRANCISCO COUNTY OF SAN FRANCISCO
COMMUNITY FACILITIES DISTRICT NO. 6 COMMUNITY FACILITIES DISTRICT NO. 6
(MISSION BAY SOUTH PUBLIC IMPROVEMENTS) (MISSION BAY SOUTH PUBLIC IMPROVEMENTS)
SPECIAL TAX BONDS, SPECIAL TAX BONDS,
SERIES 2005A PARITY-SOUTH SERIES 2005B PARITY-SOUTH
(CURRENT INTEREST BONDS) (CAPITAL APPRECIATION BONDS)
INTRODUCTION

This Official Statement, which also includes the cover page and Appendices, sets forth certain
information relating to the issuance and sale by the Redevelopment Agency of the City and County of San
Francisco (the “Agency”) of its Community Facilities District No. 6 (Mission Bay South Public
Improvements) Special Tax Bonds, Series 20054 Parity-South (Current Interest Bonds) (the “Series
20054 Bonds”) and the Redevelopment Agency of the City and County of San Francisco Community
Facilities District No. 6 (Mission Bay South Public Improvements) Special Tax Bonds, Series 2005B
Parity-South (Capital Appreciation Bonds) (the “Series 2005B Bonds” and, together with the Series
20054 Bonds, the “2005 Bonds”). Capitalized terms used herein and not otherwise defined shall have
the meanings ascribed to them in the Fiscal Agent Agreement (as defined below), some of which are set
forth in APPENDIX A—“SUMMARY OF CERTAIN PROVISIONS OF THE FISCAL AGENT AGREEMENT-Definitions”
herein.

Authorization for Issuance

The Agency is a community redevelopment agency, duly organized and validly existing under the
California Constitution and the Community Redevelopment Law, as amended (California Health and
Safety Code, Section 33000 et seq.) (the “Redevelopment Law”). The 2005 Bonds are being issued under
the authority of the Mello-Roos Community Facilities Act of 1982, as amended (Sections 53311 et seq. of
the California Government Code) (the “Mello-Roos Act”) and Resolution No. 105-2005 authorizing
issuance of the 2005 Bonds adopted by the Commission of the Agency on June 21, 2005 (the
“Resolution”). The 2005 Bonds will be issued pursuant to and secured by a Fiscal Agent Agreement
dated as of June 1, 2001, as amended and supplemented by a Supplemental Agreement No. 1 to Fiscal
Agent Agreement dated as of October 1, 2002 and a Supplemental Agreement No. 2 to Fiscal Agent
Agreement dated as of July 1, 2005 (collectively, the “Fiscal Agent Agreement”), by and between the
Agency and Wells Fargo Bank, National Association, as Fiscal Agent (the “Fiscal Agent™).

Use of 2005 Bond Proceeds

Proceeds of the 2005 Bonds will primarily be used to finance a portion of the costs of acquiring
public infrastructure improvements (the “Infrastructure,” as described herein) necessary for the
development and redevelopment of property within the Agency’s Community Facilities District No. 6
(Mission Bay South Public Improvements) (the “District”) established under the Mello-Roos Act.
FOCIL-MB, LLC, a Delaware limited liability company (“FOCIL”), is obligated to construct or cause the
Infrastructure to be constructed as a result of a transfer, effective November 22, 2004, by Catellus Land
and Development Corporation, a Delaware corporation, successor in interest to Catellus Development
Corporation, a Delaware corporation (the “Original Landowner”), of its obligations to construct or cause
the Infrastructure to be constructed. The Infrastructure consists generally of streets, rail and rail line
bridges, sewer and storm drainage systems, water systems, street improvements (including freeway ramps
or other demolition), traffic signal systems, dry utilities, open space (including, among other items, park



improvements and restrooms), and other improvements necessary for redevelopment of property within
the District. See “THE INFRASTRUCTURE.” The District is located in the southern portion of the Mission
Bay area of the City and County of San Francisco (the “City”). Proceeds of the 2005 Bonds will also be
applied to make a deposit to the Reserve Fund and to pay costs of issuance of the 2005 Bonds. The 2005
Bonds are not secured by a lien on, deed of trust on or pledge of any interest in the Infrastructure.

The District

The District includes approximately 62 acres expected to be subject to the Special Tax within
approximately 237 total acres of District land. The District is located in the Mission Bay area of the City,
adjacent to and on the southwest side of SBC Park, the waterfront stadium for the San Francisco Giants
(which is not in the District). All of the District is located within the Agency’s Mission Bay South
Redevelopment Project Area, described under the caption “THE MISSION BAY DEVELOPMENT.” When
the District was formed, all of the non-public use property in the District was owned by the Original
Landowner, the initial master developer of the Mission Bay area. Since formation, some of the parcels
have been sold to FOCIL, affiliates of Alexandria Real Estate Equities, Inc. (collectively, “ARE”), the
J. David Gladstone Institutes (“Gladstone”) and BOSA Development California II, Inc. (“BOSA”). The
Agency and FOCIL, as assignee of the Original Landowner, are parties to an owner participation
agreement which provides that FOCIL is responsible for constructing the infrastructure improvements in
the area. Under the participation agreement and other agreements, the Agency will allow the use of
certain of the tax increment generated by the property in the District to pay the cost of such
improvements. See “THE INFRASTRUCTURE-Tax Increment Contribution to Infrastructure Costs.”

Security and Sources of Payment for the 2005 Bonds

The 2005 Bonds are limited obligations of the Agency and are payable from a first pledge of the
proceeds of a Special Tax (herein defined) to be levied on real property within the District, from amounts
remitted by the Agency to the Fiscal Agent with written directions to deposit the same to the Revenue
Fund and from amounts held in certain funds pursuant to the Fiscal Agent Agreement. The 2005 Bonds
are payable from Special Taxes on a parity basis to the Agency’s Community Facilities District No. 6
(Mission Bay South Public Improvements) Special Tax Bonds, Series 2001-South (the “2001 Bonds”),
which are currently outstanding in the aggregate principal amount of $53,935,000 and the Agency’s
Community Facilities District No. 6 (Mission Bay South Public Improvements) Special Tax Bonds,
Series 2002 Parity-South (the “2002 Bonds™), which are currently outstanding in the aggregate principal
amount of $39,330,000, and on a parity with any additional Parity Bonds that may be issued by the
Agency under, and subject to the provisions of, the Fiscal Agent Agreement. The 2001 Bonds, the 2002
Bonds, the 2005 Bonds and any additional Parity Bonds (defined below) that may be issued by the
Agency are sometimes collectively referred to as the “Bonds.” The Special Tax is to be levied according
to the rate and method of apportionment authorized by the District and is expected to be collected in the
same manner and at the same time as ad valorem property taxes are collected by the City and County of
San Francisco. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2005 BONDS.” The property in the
District is currently owned by the following: ARE; Gladstone; Catellus Operating Limited Partnership
(“COLP”) and an affiliate; BOSA, and FOCIL, as the master developer of the development and
redevelopment planned for the District. See “OWNERSHIP OF PROPERTY WITHIN THE DISTRICT.”

THE 2005 BONDS ARE NOT GENERAL OBLIGATIONS OF THE AGENCY OR THE
CITY AND COUNTY OF SAN FRANCISCO. THE 2005 BONDS ARE PAYABLE SOLELY
FROM THE REVENUES AND AMOUNTS IN THE BOND FUND PLEDGED BY THE AGENCY
UNDER THE FISCAL AGENT AGREEMENT. NEITHER THE FAITH AND CREDIT NOR
THE TAXING POWER OF THE CITY AND COUNTY OF SAN FRANCISCO OR THE STATE
OF CALIFORNIA OR ANY POLITICAL SUBDIVISION THEREOF IS PLEDGED TO THE
PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, OR INTEREST ON THE 2005
BONDS. THE FAITH AND CREDIT OF NEITHER THE AGENCY NOR THE CITY ARE
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PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, OR INTEREST
ON THE 2005 BONDS AND THE AGENCY HAS NO TAXING POWER.

Parity Bonds

The Agency may from time to time issue bonds (the “Parity Bonds”) secured on a parity with the
2005 Bonds. The total principal amount of Bonds and Parity Bonds may not exceed $200,000,000. The
2005 Bonds are issued on parity with the $54,000,000 original principal amount of 2001 Bonds and the
$39,330,000 original principal amount of 2002 Bonds, which are currently outstanding in the principal
costs of $53,935,000 and $39,330,000, respectively. Following issuance of the 2005 Bonds,
$85,801,061.25 of additional Parity Bonds will remain authorized but unissued. The issuance of Parity
Bonds require that value to lien, coverage and other applicable requirements of the Fiscal Agent
Agreement be met. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2005 BONDS—Parity Bonds.”

Appraisal and Value to Special Tax Burden Ratio

The Agency obtained an appraisal by Hamilton, Ricci & Associates, Inc., San Francisco,
California, of the estimated value as of June 1, 2005 of the property subject to the Special Tax of the
District. The purpose of the Appraisal was to estimate the aggregate bulk sale value of the fee simple
interest of the taxable property within the District and the leased fee interest in the Gap Building and the
UCSF hospital site within the District. The Appraiser’s valuation conclusion for such property, as of such
date, is $470,000,000. The valuation conclusion in the Appraisal accounts for the impacts on the value of
the Special Tax of the District. In considering the estimate of value evidenced by the Appraisal, it should
be noted that the Appraisal is based upon a number of standard and special assumptions which affect the
estimates as to value. The principal amount of the outstanding 2001 Bonds and the 2002 Bonds is
$93,265,000 and the amount of the 2005 Bonds to be issued is $20,868,938.75 for a total of
$114,133,938.75, resulting in a value-to-Special Tax burden ratio of 4.12:1. See “APPRAISAL OF
PROPERTY WITHIN THE DISTRICT” and APPENDIX B—“THE APPRAISAL.”

Risks of Investment

The purchase of the 2005 Bonds involves investment risk. If a risk materializes to a sufficient
degree, it could delay or prevent payment of principal of and/or interest on the 2005 Bonds. Before
purchasing any of the 2005 Bonds, all prospective investors and their professional advisors should
carefully consider the risks of investment. These risks include, among other things, the fact that the 2005
Bonds are secured by Special Taxes to be levied, in part, on undeveloped real estate and failure to develop
the property at the times and in the manner currently contemplated by the property owners may adversely
affect their ability or willingness to pay Special Taxes levied in the District, and thereby adversely affect
the timely payment of the 2005 Bonds. See “RISK FACTORS” herein.

Limited Obligation of Agency to Repay the Bonds

The Bonds are limited obligations of the Agency payable solely from, and equally and ratably
secured by a pledge of Revenues (defined herein) which are primarily comprised of the proceeds of
special taxes which the Agency may levy and collect on certain property within the District and other
amounts remitted by the Agency to the Fiscal Agent with written directions to deposit the same to the
Bond Fund established under the Fiscal Agent Agreement. See “SECURITY AND SOURCES OF PAYMENT
FOR THE 2005 BONDS.”



Tax Matters

In the opinion of Quint & Thimmig LLP, San Francisco, California, Bond Counsel, subject,
however, to certain qualifications described herein, under existing law, interest on the 2005 Bonds is
excludable from gross income of the owners thereof for federal income tax purposes and is not included
as an item of tax preference in computing the federal alternative minimum tax for individuals and
corporations under the Code but is taken into account in computing an adjustment used in determining the
federal alternative minimum tax for certain corporations. In the further opinion of Bond Counsel, such
interest is exempt from California personal income taxes. See “TAX MATTERS” herein.

Summary of Information

Brief descriptions of the 2005 Bonds, the sources of payment for the 2005 Bonds, the Agency, the
Infrastructure, the principal landowners in the District and proposed development within the District are
included in this Official Statement, together with summaries of certain provisions of the Fiscal Agent
Agreement and certain other documents. Such descriptions do not purport to be comprehensive or
definitive. All references herein to the 2005 Bonds, the Fiscal Agent Agreement and other documents are
qualified in their entirety by reference to the form of 2005 Bond included in the Fiscal Agent Agreement
and the aforementioned documents, copies of all of which are available for inspection at the corporate
trust office of the Fiscal Agent in San Francisco, California.

THE 2005 BONDS
Authority for Issuance

The bonds are designated the Redevelopment Agency of the City and County of San Francisco
Community Facilities District No. 6 (Mission Bay South Public Improvements) Special Tax Bonds,
Series 2005A Parity-South (Current Interest Bonds) (the “Series 2005A Bonds”) and the Redevelopment
Agency of the City and County of San Francisco Community Facilities District No. 6 (Mission Bay South
Public Improvements) Special Tax Bonds, Series 2005B Parity-South (Capital Appreciation Bonds) (the
“Series 2005B Bonds” and, together with the Series 2005A Bonds, the “2005 Bonds”) and are being
issued by the Agency pursuant to the Mello-Roos Act, the Fiscal Agent Agreement and the Resolution.

Description of the 2005 Bonds

The 2005 Bonds will be dated their date of delivery (the “Dated Date™) and will be delivered
through the facilities of DTC in book-entry only form. The 2005 Bonds shall be issued as fully registered
2005 Bonds without coupons in the denomination of $5,000 or any integral multiple thereof.

Terms Applicable to All 2005 Bonds. The 2005 Bonds will each be dated their date of original
delivery issued in fully registered form, without coupons, and, when issued, will be registered in the name
of Cede & Co., as nominee of The Depository Trust Company, New York, New York (“DTC”). DTC
will act as securities depository of the 2005 Bonds. Ownership interests in the 2005 Bonds may be
purchased in book-entry form only. Purchasers will not receive securities certificates representing their
interests in the 2005 Bonds purchased. Payments of principal of and interest on the 2005 Bonds will be
paid by the Trustee to DTC, which is obligated in turn to remit such principal and interest to its DTC
Participants for subsequent disbursement to the beneficial owners of the 2005 Bonds. See APPENDIX F—
“DTC AND THE BOOK-ENTRY SYSTEM.”



Payment of interest on the Series 2005A Bonds due on or before the maturity or prior redemption
thereof shall be made to the person whose name appears in the Bond registration books kept by the
Trustee as the registered owner thereof as of the close of business on the Record Date immediately
preceding an Interest Payment Date, such interest to be paid by check mailed on the Interest Payment
Date by first class mail to such registered owner at the address as it appears in such books except that in
the case of an Owner of $1,000,000 or greater in aggregate principal amount of Outstanding Series 2005A
Bonds, such payment shall, at such Owner’s written request, provided by such Owner prior to the 15th
day of the month preceding such Interest Payment Date, be made by wire transfer of immediately
available funds in accordance with written instructions provided by such Owner; any such written request
shall remain in effect until rescinded in writing by the Owner.

Current Interest Bonds. The Series 2005A Bonds (the “Current Interest Bonds™) will be issued
only in fully registered form, in denominations of $5,000 and any integral multiple thereof and shall
mature on the dates and in the principal amounts and bear interest at the rates as set forth on the inside
cover of this Official Statement. Interest on the Series 2005A Bonds is payable semiannually on
February 1 and August 1 of each year commencing February 1, 2006 (each, an “Interest Payment Date”).

Capital Appreciation Bonds. No payments with respect to the Series 2005B Bonds (the “Capital
Appreciation Bonds”) will be made prior to the respective maturity dates thereof. The Capital
Appreciation Bonds will be issued in amounts which have an Accreted Value of each such Capital
Appreciation Bond on the stated maturity date thereof equal to $5,000 (the “Maturity Amount™”) or any
integral multiple thereof. The Capital Appreciation Bonds of each maturity will accrete in value from
their date of issuance at the Accreted Value and will mature on dates, all as indicated on the inside cover
of this Official Statement, compounded semi-annually on February 1 and August 1 of each year,
commencing February 1, 2006 until maturity. Such compounding will be calculated on the basis of a
360-day year comprised of twelve 30-day months, and the Accreted Value shall be payable only at
maturity. The Accreted Value on any date other than February 1 and August 1 of any year shall be
calculated as described in the definition of Accreted Value in the Fiscal Agent Agreement. See
APPENDIX G—“TABLE OF ACCRETED VALUES” for the Accreted Values as of each February 1 and
August 1 for each Maturity Amount. Such Table of Accreted Values is presented for illustrative purposes
only. Any Accreted Value determined in accordance with the terms of the Fiscal Agent Agreement which
shall control over any different Accreted Value determined by reference to such Table.

Redemption of the 2005 Bonds

Optional Redemption. The 2005 Bonds maturing on or after August 1, 2016 are subject to
optional redemption prior to their stated maturity on any Interest Payment Date on or after
August 1, 2015, as a whole or in part, pro rata among maturities and by lot within a maturity, at a
redemption price equal to 100% of the principal amount of 2005 Bonds (or Accreted Value in the case of
the Capital Appreciation Bonds) called for redemption, without premium, together with accrued interest
thereon to the date fixed for redemption.



Mandatory Sinking Payment Redemption.

Series 2005A Bonds. The Series 2005A Bonds maturing on August 1, 2035 are subject to
mandatory sinking payment redemption in part on August 1, 2015 and on each August 1 thereafter to
maturity, by lot, at a redemption price equal to the principal amount thereof to be redeemed, together with
accrued interest to the date fixed for redemption, without premium, from sinking payments as follows:

2035 Term Bonds
Redemption Date
(August 1) Sinking Payments
2034 $1,930,000
2035 (maturity) 11,215,000

Series 2005B Bonds. The Series 2005B Bonds maturing on August 1, 2030 and August 1, 2034
are subject to mandatory sinking payment redemption in part on August 1, 2026 and August 1, 2031,
respectively, and on each August 1 thereafter to maturity, by lot, at a redemption price equal to the
Accreted Value thereof to be redeemed, together with accrued interest to the date fixed for redemption,
without premium, from sinking payments as follows:

2030 Term Bonds
Redemption Date
(August 1) Sinking Payments
2026 $204,001.60
2027 199,365.20
2028 195,887.90
2029 191,251.50
2030 (maturity) 187,774.20
2034 Term Bonds
Redemption Date
(August 1) Sinking Payments
2031 $180,930.00
2032 176,406.75
2033 172,788.15
2034 (maturity) 1,620,228.15

The amounts in the foregoing tables shall be reduced to the extent practicable so as to maintain
level debt service on the 2005 Bonds as a result of any prior partial redemption of the 2005 Bonds.

Notice of Redemption. The Fiscal Agent shall give notice of any redemption by first class mail,
postage prepaid, at least thirty (30) days but not more than sixty (60) days prior to the date fixed for
redemption, to the Original Purchaser, to the Securities Depositories, to one or more Information
Services, and to the respective registered Owners of any 2005 Bonds designated for redemption, at their
addresses appearing on the 2005 Bond registration books in the Principal Office of the Fiscal Agent; but
such mailing shall not be a condition precedent to such redemption and failure to mail or to receive any
such notice, or any defect therein, shall not affect the validity of the proceedings for the redemption of
such 2005 Bonds.



So long as the book-entry system is in effect with respect to the 2005 Bonds, all notices of
redemption will be mailed to DTC (or its nominee), as the registered owner of the 2005 Bonds. See
APPENDIX F—“DTC AND THE BOOK-ENTRY SYSTEM.”

Selection of 2005 Bonds for Redemption. Whenever provision is made for the redemption of
less than all of the 2005 Bonds or any given portion thereof, the Fiscal Agent shall select the 2005 Bonds
to be redeemed, from all 2005 Bonds or such given portion thereof not previously called for redemption,
among maturities as directed in writing by the Finance Director (who shall specify 2005 Bonds to be
redeemed so as to maintain, as much as practicable, the same debt service profile for the Bonds as in
effect prior to such redemption) and by lot within a maturity, such selection within a maturity to be done
in any manner which the Fiscal Agent deems appropriate.

SECURITY AND SOURCES OF PAYMENT FOR THE 2005 BONDS
General

The principal of, premium, if any, and the interest on the 2005 Bonds are payable primarily from
the annual installments of the Special Tax levied and collected on the non-exempt property within the
District. The 2005 Bonds are payable from Special Taxes on a parity basis with the 2001 Bonds and the
2002 Bonds. Additional bonds may be issued on a parity with the Bonds, subject to the conditions
described herein.

The 2005 Bonds are limited obligations of the Agency on behalf of the District and are payable
solely from and secured solely by the Revenues and the amounts in the Bond Fund, the Reserve Fund and
the Revenue Fund created under the Fiscal Agent Agreement. Neither the faith and credit nor the taxing
power of the Agency (other than to the limited extent provided in the Fiscal Agent Agreement), the City
and County of San Francisco, the State of California or any of its political subdivisions is pledged to the
payment of the principal of or the interest on the 2005 Bonds.

Pledge of Revenues Under the Fiscal Agent Agreement

The Bonds, including the 2005 Bonds, are limited obligations of the Agency payable solely from,
and equally and ratably secured by a pledge of “Revenues” which are defined in the Fiscal Agent
Agreement as all amounts pledged thereunder to the payment of principal of, premium, if any, and
interest on the Bonds, consisting of the following:

(1) Special Tax Revenues.

(i1) Any other amounts remitted by the Agency to the Fiscal Agent with written
directions to deposit the same to the Revenue Fund; but such term does not
include amounts deposited to the Administrative Expense Fund or the
Improvement Fund, or any earnings thereon. See “THE INFRASTRUCTURE-Tax
Increment Contribution to Infrastructure Costs” below.

Special Tax Revenues

“Special Tax Revenues” is defined in the Fiscal Agent Agreement as the proceeds of the Special
Taxes received by the Agency, including any scheduled payments and any prepayments thereof, interest
thereon and proceeds of the redemption or sale of property sold as a result of foreclosure of the lien of the
Special Taxes to the amount of said lien and interest thereon. “Special Tax Revenues” does not include
any penalties collected in connection with delinquent Special Taxes, which may be forgiven or disposed
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of by the Agency in its discretion and, if collected, shall be used in a manner consistent with the
Mello-Roos Act.

The Special Tax applicable to each taxable parcel in the District will be levied and collected
according to the tax liability determined by the Agency through the application of the Special Tax
Formula (a copy of which is set forth in APPENDIX C hereto) for all taxable properties in the District.
Interest and principal on the Bonds is payable from the annual Special Taxes to be levied and collected on
such property within the District, from amounts pledged and held in the Bond Fund, the Reserve Fund
and the Revenue Fund established under the Fiscal Agent Agreement and from the proceeds, if any, from
the sale of such property for delinquency of such Special Taxes.

The Special Taxes are exempt from the property tax limitation of Article XIII A of the California
Constitution, pursuant to Section 4 thereof as a “special tax” authorized by a two-thirds vote of the
qualified electors. The levy of the Special Taxes was authorized by the Agency pursuant to the Mello-
Roos Act in an amount determined according to the Special Tax Formula approved by the Agency and the
qualified electors of the District at the time of formation of the District. See APPENDIX C—"“SPECIAL TAX
FORMULA.”

The amount of Special Taxes that the District may levy in any year, and from which principal and
interest on the Bonds is to be paid, is strictly limited by the maximum rates approved by the qualified
electors within the District which are set forth as the “Maximum Special Tax” in the Special Tax
Formula. Under the Special Tax Formula, Special Taxes for the purpose of making payments on the
Bonds will be levied annually in an amount not in excess of the Maximum Special Tax. The Special
Taxes and any interest earned on the Special Taxes shall constitute a trust fund for the principal of and
interest on the Bonds pursuant to the Fiscal Agent Agreement and, so long as the principal of and interest
on these obligations remains unpaid, the Special Taxes and investment earnings thereon shall not be used
for any other purpose, except as permitted by the Fiscal Agent Agreement, and shall be held in trust for
the benefit of the owners thereof and shall be applied pursuant to the Fiscal Agent Agreement. The
Special Tax Formula apportions the annual Special Tax Requirement (as defined in the Special Tax
Formula and described below) among the taxable parcels of real property within the District according to
the rate and methodology set forth in the Special Tax Formula. See “—Method of Apportionment of
Special Tax” below. See also APPENDIX C—“SPECIAL TAX FORMULA.”

The Agency may levy the Special Tax at the Maximum Special Tax rate authorized by the
qualified electors within the District as set forth in the Special Tax Formula if conditions so require. The
Agency has covenanted to annually levy the Special Taxes in an amount at least sufficient to pay the
Special Tax Requirement (as defined below). Because each Special Tax levy is limited to the Maximum
Special Tax rates authorized as set forth in the Special Tax Formula, no assurance can be given that, in
the event of Special Tax delinquencies, the amount of the Special Tax Requirement will in fact be
collected in any given year. See “RISK FACTORS-Insufficiency of Special Tax Revenues” herein. The
Special Taxes are collected for the Agency by the City and County of San Francisco in the same manner
and at the same time as ad valorem property taxes.

In the Fiscal Agent Agreement, the Agency has covenanted that the Finance Director (as defined
in the Fiscal Agent Agreement) shall fix and levy the amount of Special Taxes within the District required
for the payment of principal of and interest on any outstanding Bonds becoming due and payable during
the ensuing year, including any necessary replenishment or expenditure of the Reserve Fund for the
Bonds and an amount estimated to be sufficient to pay the Administrative Expenses (including amounts
necessary to discharge any rebate obligation) during such year, taking into account the balances in such
funds and in the Revenue Fund, and the Tax Increment expected to be remitted to the Fiscal Agent
pursuant to the Tax Increment Administration Agreement. The Special Taxes so levied shall not exceed
the maximum authorized amounts as provided in the Special Tax Formula.
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The 2005 Bonds are payable from Special Taxes on a parity with the 2001 Bonds and the 2002
Bonds. The Agency may, after issuance of the 2005 Bonds, issue additional bonds secured by the Special
Tax in the District. See “—Parity Bonds” below.

The 2005 Bonds are limited obligations of the Agency on behalf of the District and are payable
solely from and secured solely by the Revenues and the amounts in the Bond Fund, the Reserve Fund and
the Revenue Fund created under the Fiscal Agent Agreement. The Agency is not obligated to advance
any funds available to it to cure any deficiency in the Bond Fund or Reserve Fund; provided, however, the
Agency may, in its sole discretion and pursuant to terms and conditions it shall deem appropriate, provide
for the making of such advance to cure such deficiency. Subject to the Maximum Special Tax that may
be levied on any parcel in the District as described below, the annual levy of the Special Tax may be
increased to the extent necessary to replenish the Reserve Fund if amounts have been withdrawn from
such fund to pay debt service on the 2005 Bonds due to delinquencies in payment of the Special Tax.

ANY TAX FOR THE PAYMENT OF THE 2005 BONDS SHALL BE LIMITED TO THE
SPECIAL TAX. THE 2005 BONDS DO NOT CONSTITUTE OBLIGATIONS OF THE AGENCY
FOR WHICH THE FULL FAITH AND CREDIT OF THE AGENCY IS PLEDGED OR FOR WHICH
THE AGENCY IS OBLIGATED TO LEVY OR PLEDGE, OR HAS LEVIED OR PLEDGED,
GENERAL OR SPECIAL TAXATION OTHER THAN THE SPECIAL TAXES. THE AGENCY HAS
NO TAXING POWER. THE 2005 BONDS DO NOT CONSTITUTE DEBTS, LIABILITIES OR
OBLIGATIONS OF THE CITY AND COUNTY OF SAN FRANCISCO IN ANY MANNER OR
FORM.

Method of Apportionment of Special Tax

All capitalized terms used in this “Method of Apportionment of Special Tax” section, unless
noted otherwise, shall have the meanings prescribed in the Special Tax Formula. See APPENDIX C—
“SPECIAL TAX FORMULA.”

The Special Tax authorized under the Mello-Roos Act applicable to land within the District will
be levied and collected according to the tax liability determined by the Agency through the application of
the appropriate amount or rate as described in the Special Tax Formula set forth in APPENDIX C—
“SPECIAL TAX FORMULA.” Each year, the Agency will determine the annual Special Tax Requirement of
the District to be collected from Taxable Property for the upcoming fiscal year. The “Special Tax
Requirement” includes the following items (i) to pay principal and interest on the Bonds due in the
calendar year which begins in such Fiscal Year, (ii) to create or replenish reserve funds for the Bonds, (iii)
to cure any delinquencies in the payment of Special Taxes which have occurred or (based on delinquency
rates in prior years) may be expected to occur in the Fiscal Year in which the Special Tax will be
collected, (iv) to pay Administrative Expenses, (v) to pay construction and/or acquisition costs and
expenses of Infrastructure the Agency expects to fund from Special Tax proceeds in such Fiscal Year, (vi)
to pay costs associated with the release of funds from an escrow account, if any, (vii) to pay for a letter of
credit, bond insurance or any other type of credit enhancement for the Bonds, and (viii) to pay arbitrage or
other rebate payments. The Special Tax Requirement may be reduced in any Fiscal Year, as determined
by the Administrator, by taking into account money available from one or more of the following sources:
(1) interest earnings on or surplus balances in the District funds and accounts that are available to be
applied in such Fiscal Year to the payment of Bond debt service under the provisions of the Fiscal Agent
Agreement, (ii) amounts in any capitalized interest account reasonably expected to be available in such
Fiscal Year to pay debt service on the Bonds, (iii) Net Available Increment (as defined in the Mission Bay
South Owner Participation Agreement and described under the caption “THE INFRASTRUCTURE-Tax
Increment Contribution to Infrastructure Costs” below), and (iv) any other funds available to apply
against the Special Tax Requirement as determined by the Agency. The annual Special Tax Requirement
is the basis for the amount of Special Tax to be levied within the District for each fiscal year. In no event
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may the Agency levy a Special Tax in any year above the Maximum Special Tax identified for each
parcel in the Special Tax Formula.

Allocation of Maximum Special Tax. The Special Tax Formula describes the method for
assigning the Maximum Special Tax to parcels within the District and provides that the Agency shall
determine the Special Tax Requirement to be collected from Taxable Property in District in the applicable
Fiscal Year. The Special Tax shall then be levied as follows:

First: The Special Tax shall be levied proportionately on each Assessor’s Parcel of For-
Sale Residential Property up to 100% of the Maximum Special Tax for each For-Sale Residential
Unit;

Second: 1f additional monies are needed to pay the Special Tax Requirement after the
first step has been completed, the Special Tax shall be levied proportionately on each Assessor’s
Parcel of Developed Property other than For-Sale Residential Property up to 100% of the
applicable Maximum Special Tax for each such Parcel of Developed Property;

Third: 1f additional monies are needed to pay the Special Tax Requirement after the first
two steps have been completed, the Special Tax shall be levied proportionately on each
Assessor’s Parcel of Undeveloped Property up to 100% of the Maximum Special Tax for
Undeveloped Property.

No Special Taxes can be levied on any parcel after such parcel becomes Exempt Land, defined in
the Special Tax Formula as any real property within the boundaries of the District (i) owned by a
governmental agency as of the date of adoption of the Resolution of Formation (but not after the date, if
any, such land is conveyed to a nongovernmental entity), (ii) from and after the date conveyed to a
governmental agency under the terms of the Mission Bay South Owner Participation Agreement as in
effect on the date the Resolution of Formation was adopted by the Commission, (iii) from and after the
date conveyed to a governmental agency under the terms of the Land Transfer Agreements as in effect on
the date the Resolution of Formation was adopted by the Commission, (iv) which is Agency Affordable
Housing Parcels (as defined in the Mission Bay South Owner Participation Agreement as in effect on the
date the Resolution of Formation was adopted by the Commission) from and after the date conveyed to
the Agency or a Qualified Housing Developer (as defined in the Mission Bay South Owner Participation
Agreement as in effect on the date the Resolution of Formation was adopted by the Commission),
(v) which is a VARA Corridor, (vi) which makes up the strip of land under Interstate 280 that: (1) is
owned by Catellus, (2) has a separate Assessor’s Parcel number assigned to it, and (3) on the date the
Resolution of Formation was adopted, was part of Assessor’s Parcel number 8709-01 or 8723-01, or (vii)
which is the subject of a public trust or other permanent easement to a public agency making impractical
its use for other than the purposes set forth in the easement. Any land described in clauses (ii), (iii), (iv),
or (vii) which is or becomes Exempt Land shall thereafter always remain Exempt Land.

Termination of the Special Tax. The Special Tax may be levied and collected until principal and
interest on the Bonds have been repaid and the Infrastructure has been completed and accepted by the
applicable governmental agency and paid for with proceeds of the Bonds, Special Taxes, Net Available
Increment or bonds secured by Net Available Increment (as defined in the Mission Bay South Owner
Participation Agreement), but in any event not later than the year 2050.

Prepayment of the Special Tax. The Special Tax Formula provides that landowners may
permanently satisfy all or a portion of the Special Tax by a cash settlement with the Agency. The amount
of a full or partial prepayment is to be calculated according to the methodology set forth in the Special
Tax Formula, and is based on determining a benefit share of anticipated costs relating to the outstanding
Bonds and future bonds, fees, call premiums, and expenses incurred by the Agency, less a “Reserve Fund
Credit,” as defined in the Special Tax Formula. See APPENDIX C—“SPECIAL TAX FORMULA.”
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Collection of Special Taxes

The Special Taxes are excepted from the tax rate limitation of California Constitution
Article XIITA pursuant to Section 4 thereof as a “special tax” authorized by at least a two-thirds vote of
the qualified electors as set forth in the Mello-Roos Act. Consequently, the Agency on behalf of the
District has the power and is obligated by the Agreement to cause the levy and collection of the Special
Tax.

The Special Taxes are to be levied and collected according to the Rate and Method of
Apportionment of the Special Tax for the District. See APPENDIX C—“SPECIAL TAX FORMULA.” The
Special Taxes so levied shall not exceed the authorized amount as provided in the proceedings pursuant to
the Resolution of Formation.

The Special Taxes shall be payable and be collected in the same manner and at the same time and
in the same installment as ad valorem property taxes on real property are collected by the City, and have
the same priority, become delinquent at the same time and in the same proportionate amounts and bear the
same proportionate penalties and interest after delinquency as do the ad valorem taxes on real property.

Although Special Taxes will constitute a lien on parcels of real property within the District, they
do not constitute a personal indebtedness of the owner(s) of real property within the District. There is no
assurance that the property owners, or any successors and/or assigns thereto or subsequent purchaser(s) of
land within the District, will be able to pay the annual Special Taxes or, if able to pay the Special Taxes,
that they will do so. See “RISK FACTORS” herein.

Reserve Fund

A Reserve Fund (the “Reserve Fund”) was established under the original Fiscal Agent Agreement
in connection with the issuance of the 2001 Bonds, and is held by the Fiscal Agent and a portion of the
proceeds of the 2001 Bonds were deposited therein. Upon issuance of the 2002 Bonds, an additional
deposit to the Reserve Fund was made from proceeds thereof. Upon delivery of the 2005 Bonds, the
amount on deposit in the Reserve Fund will be increased by depositing a portion of the proceeds of the
2005 Bonds therein such that the aggregate amount in the Reserve Fund equals the “Reserve
Requirement” which means, as of any date of calculation an amount equal to the least of (i) the then
Maximum Annual Debt Service on the Bonds and any Parity Bonds, (ii) one hundred twenty-five percent
(125%) of the then average Annual Debt Service on the Bonds and any Parity Bonds, or (iii) ten percent
(10%) of the initial principal amount of the Bonds issued under the Fiscal Agent Agreement; provided
that, there shall be excluded from the computations contemplated by the preceding clauses (i), (ii) and (iii)
Bonds in a principal amount equal to the amount, if any, then on deposit in an escrow fund established
with the proceeds of Parity Bonds with amounts therein subject to release as described in the Fiscal Agent
Agreement. As of the date of delivery of the 2005 Bonds, the Reserve Requirement will be
$11,224,941.45.

Use of Reserve Fund. Moneys in the Reserve Fund shall be held in trust by the Fiscal Agent for
the benefit of the Owners of the Bonds as a reserve for the payment of principal of, and interest and any
premium on, the Bonds and shall be subject to a lien in favor of the Owners of the Bonds. Except as
otherwise allowed in the Fiscal Agent Agreement, amounts deposited in the Reserve Fund shall be used
and withdrawn by the Fiscal Agent solely for the purpose of making transfers to the Bond Fund in the
event of any deficiency at any time in the Bond Fund of the amount then required for payment of the
principal of, and interest and any premium on, the Bonds or, as described below, for the purpose of
redeeming Bonds from amounts in the Bond Fund.
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Transfer of Excess of Reserve Requirement. Whenever, on the business day prior to any Interest
Payment Date, or on any other date at the request of the Finance Director, the amount in the Reserve Fund
exceeds the Reserve Requirement, the Fiscal Agent shall transfer an amount equal to the excess from the
Reserve Fund to the following funds in the following order of priority: (i) so long as the Improvement
Fund has not theretofore been closed, to the Bond Proceeds Account of the Improvement Fund to be used
for the purposes thereof, and (ii) if the Improvement Fund is then closed, to the Bond Fund to be used for
the payment of interest on the Bonds on the next Interest Payment Date.

Transfer When Balance Exceeds Outstanding Bonds. Whenever the balance in the Reserve
Fund equals or exceeds the amount required to redeem or pay the outstanding Bonds, including interest
accrued to the date of payment or redemption and premium, if any, due upon redemption, the Fiscal
Agent shall upon the written direction of the Finance Director transfer the amount in the Reserve Fund to
the Bond Fund to be applied in accordance with the Fiscal Agent Agreement, on the next succeeding
Interest Payment Date to the payment and redemption of all of the outstanding Bonds. In the event that
the amount so transferred from the Reserve Fund to the Bond Fund exceeds the amount required to pay
and redeem the outstanding Bonds, the balance in the Reserve Fund will be transferred to the Agency to
be used for any lawful purpose of the Agency.

Transfer Upon Special Tax Prepayment. Whenever Special Taxes are prepaid and Bonds are to
be redeemed with the proceeds of such prepayment, a proportionate amount in the Reserve Fund
(determined on the basis of the principal of Bonds to be redeemed, and the original principal of the
Bonds) shall be transferred on the business day prior to the redemption date by the Fiscal Agent to the
Bond Fund to be applied to the redemption of the Bonds.

Covenant for Superior Court Foreclosure

Pursuant to Section 53356.1 of the Mello-Roos Act, the Agency has covenanted in the Fiscal
Agent Agreement with and for the benefit of the owners of the Bonds that it will order, and cause to be
commenced as provided in the Fiscal Agent Agreement and thereafter diligently prosecute to judgment
(unless such delinquency is theretofore brought current), an action in the superior court to foreclose the
lien of any Special Tax or installment thereof not paid when due as provided in the following two
paragraphs. The Finance Director shall notify the Agency Attorney of any such delinquency of which it
is aware, and the Agency Attorney shall commence, or cause to be commenced, such proceedings.

On or about February 15 and June 15 of each Fiscal Year, the Finance Director shall compare the
amount of Special Taxes theretofore levied in the District to the amount of Special Tax Revenues
theretofore received by the Agency:

(A) Individual Delinquencies. 1f the Finance Director determines that any single parcel
subject to the Special Tax in the District is delinquent in the payment of Special Taxes in the
aggregate amount of $2,500 or more, then the Finance Director shall send or cause to be sent a
notice of delinquency (and a demand for immediate payment thereof) to the property owner
within 45 days of such determination, and (if the delinquency remains uncured) foreclosure
proceedings shall be commenced by the Agency within 90 days of such determination to the
extent permissible under applicable law. Notwithstanding the foregoing, the Finance Director
may defer such action if the amount in the Reserve Fund is at least equal to the Reserve
Requirement.

(B) Aggregate Delinquencies. 1f the Finance Director determines that (i) the total
amount of delinquent Special Tax for the prior Fiscal Year for the entire District, (including the
total of delinquencies under subsection (A) above), exceeds 5% of the total Special Tax due and
payable for the prior Fiscal Year, or (ii) there are ten (10) or fewer owners of real property within
the District, determined by reference to the latest available secured property tax roll of the
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County, the Agency shall notify or cause to be notified property owners who are then delinquent
in the payment of Special Taxes (and demand immediate payment of the delinquency) within 45
days of such determination, and shall commence foreclosure proceedings within 90 days of such
determination against each parcel of land in the District with a Special Tax delinquency.

No assurance can be given that the real property subject to foreclosure and sale at a judicial
foreclosure sale will be sold or, if sold, that the proceeds of such sale will be sufficient to pay any
delinquent Special Tax installments. Although the Mello-Roos Act authorizes the Agency to cause such
an action to be commenced and diligently pursued to completion, the Mello-Roos Act does not specify
the obligations of the Agency with regard to purchasing or otherwise acquiring any lot or parcel of
property sold at the execution sale pursuant to the judgment in any such action if there is no other
purchaser at such sale, nor does the Mello-Roos Act specify the priority relationship, if any, between the
Special Taxes and other taxes and assessment liens.

As a result of the foregoing, in the event of a delinquency or nonpayment by the current
owners or any future property owners in the District of one or more Special Tax installments, there
can be no assurance that there would be available to the Agency sufficient funds to pay when due
the principal of, interest on and premium, if any, on the 2005 Bonds (see “RISK FACTORS-
Concentration of Ownership” herein).

Parity Bonds

The Agency may from time to time issue bonds (the “Parity Bonds™), in addition to the 2005
Bonds, up to the total amount of 2005 Bonds and Parity Bonds of $200 million secured by a lien on the
Revenues and funds pledged for the payment of the 2005 Bonds on a parity with all 2005 Bonds and other
Parity Bonds then outstanding. The 2005 Bonds are issued on a parity with $53,935,000 outstanding
principal amount of 2001 Bonds and the $39,330,000 outstanding aggregate principal amount of 2002
Bonds. Parity Bonds may be issued without the consent of any Bondowners, upon compliance with the
certain provisions of the Fiscal Agent Agreement, which include the following:

Value-to-Lien Ratio. The market value of all parcels of real property in the District subject to the
levy of the Special Taxes and not delinquent in the payment of any Special Taxes then due and owing,
including with respect to such nondelinquent parcels the value of the then existing improvements and any
facilities to be constructed or acquired with any amounts then on deposit in the Improvement Fund and
with the proceeds of any proposed series of Parity Bonds, as determined by reference to (i) an appraisal
performed within six months of the date of issuance of any proposed Parity Bonds or any proposed release
of moneys from any escrow fund by an MAI appraiser (the “Appraiser”) selected by the Agency, or (ii) in
the alternative, the assessed value of all such nondelinquent parcels and improvements thereon as shown
on the then current County real property tax roll available to the Finance Director shall be at least three (3)
times the sum of: (i) the aggregate principal amount of all Bonds then Outstanding, plus (ii) the aggregate
principal amount of the series of Parity Bonds proposed to be issued, plus (iii) the aggregate principal
amount of any fixed assessment liens on the parcels in the District subject to the levy of Special Taxes,
plus (iv) a portion of the aggregate principal amount of any and all other community facilities district
bonds then outstanding and payable at least partially from special taxes to be levied on parcels of land
within the District (the “Other District Bonds™) equal to the aggregate principal amount of the Other
District Bonds multiplied by a fraction, the numerator of which is the amount of special taxes levied for
the Other District Bonds on parcels of land within the District, and the denominator of which is the total
amount of special taxes levied for the Other District Bonds on all parcels of land against which the special
taxes are levied to pay the Other District Bonds (such fraction to be determined based upon the special
taxes needed to pay maximum annual debt service on the Other District Bonds when it occurs), based upon
information from the most recent available Fiscal Year. For purposes of this calculation, there shall be
excluded from the principal amount of any Bonds or Parity Bonds the portion thereof (if any) (i)
representing amounts on deposit in an escrow fund subject to release only when the District Value is at
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least three times the then Outstanding principal amount of the Bonds, plus the outstanding principal
amount of any other special tax or assessment bonds secured by liens imposed upon land located in the
District, or (ii) the payment of debt service on which is secured by a letter of credit or other similar
security, which may be discharged upon a determination by an Authorized Officer that the three times
coverage required above has been satisfied with respect to all Bonds not so secured.

Special Tax Coverage. The Agency shall obtain a certificate of a Tax Consultant to the effect
that the amount of the maximum Special Taxes that may be levied in each Fiscal Year shall be at least one
hundred ten percent (110%) of (a) the total Annual Debt Service for each such Fiscal Year on the Bonds
and the proposed Parity Bonds plus estimated Administrative Expenses, less (b) ninety percent (90%) of
the Tax Increment used to pay debt service on the Bonds in the Fiscal Year immediately prior to the then
Fiscal Year.

Application of Net Available Increment. Pursuant to a Tax Allocation Agreement between the
Agency and the City, the Agency agreed to contribute certain “Net Available Increment” to the cost of
acquiring the Infrastructure. FOCIL has the ability to direct such amounts received at any time towards
either direct payment of Infrastructure costs or to payment of debt service on the Bonds, and the Tax
Allocation Agreement may be amended at any time without notice to or the need for any consent of the
Bondowners. Such Net Available Increment is not pledged to payment of debt service on the Bonds. The
Agency may in the future issue bonds secured in whole or in part by such Net Available Increment and
apply the proceeds thereof to redeem Bonds, including 2005 Bonds, pursuant to the provisions of the
Fiscal Agent Agreement relating to optional redemption. See “THE INFRASTRUCTURE-Tax Increment
Contribution to Infrastructure Costs” and “THE 2005 BONDS—Redemption of the 2005 Bonds.”

SOURCES AND USES OF FUNDS

The table below sets forth the estimated sources and uses of funds for the 2005 Bonds. A
summary of the sources and uses of funds associated with the sale of the 2005 Bonds follows:

Estimated Sources of Funds:

Principal Amount of 2005 Bonds $20,868,938.75
Less Underwriters’ Discount (138,779.18)
Less: Original Issue Discount (59.941.20)
Total $20,670,218.37
Estimated Uses of Funds:
Deposit to Bond Proceeds Account” $17,831,332.19
Deposit to Project Supervision Account'” 600,000.00
Deposit to Reserve Fund 1,963,386.18
Costs of Issuance® 275,500.00
Total $20,670,218.37

" Amounts held in the Bond Proceeds Account will be used to pay the costs of the Improvements and
amounts held in the Project Supervision Account will be used to pay costs of the Agency or the City
incurred in connection with the acquisition of the Project.

@ TIncludes fees of Bond Counsel, Disclosure Counsel and the Fiscal Agent, costs of printing the Official
Statement, reimbursement to FOCIL for costs of formation of the District, and other costs of issuance.
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DEBT SERVICE SCHEDULE

The annual debt service on the 2005 Bonds based on the interest rates and maturity schedule set

forth on the cover of this Official Statement and the annual debt service on the 2001 Bonds and the 2002
Bonds is set forth below, assuming no redemptions of Bonds prior to maturity other than scheduled
sinking payment redemptions.

Debt Service Schedule
2005 Bonds
Year
Ending 2001 Bonds 2002 Bonds Total
(August 1) Principal Interest’ Debt Service Debt Service Debt Service Debt Service

2005 - — - $1,736,141.25 $1,230,751.25 $2.,966,892.50
2006 - $768,684.93 $768,684.93 3,411,432.50 2,461,502.50 6,641,619.93
2007 $70,000.00 758,155.00 828,155.00 3,482,002.50 2,461,502.50 6,771,660.00
2008 140,000.00 756,020.00 896,020.00 3,548,607.50 2,461,502.50 6,906,130.00
2009 215,000.00 751,330.00 966,330.00 3,620,905.00 2,461,502.50 7,048,737.50
2010 255,000.00 743,375.00 998,375.00 3,693,155.00 2,496,502.50 7,188,032.50
2011 285,000.00 733,430.00 1,018,430.00 3,765,105.00 2,549,752.50 7,333,287.50
2012 315,000.00 722,030.00 1,037,030.00 3,841,305.00 2,600,162.50 7,478,497.50
2013 350,000.00 708,957.50 1,058,957.50 3,921,025.00 2,647,550.00 7,627,532.50
2014 385,000.00 693,907.50 1,078,907.50 3,998,505.00 2,701,750.00 7,779,162.50
2015 257,924.00 844,043.50 1,101,967.50 4,078,230.00 2,757,175.00 7,937,372.50
2016 255,658.50 871,309.00 1,126,967.50 4,159,390.00 2,808,415.00 8,094,772.50
2017 249,241.00 897,726.50 1,146,967.50 4,241,145.00 2,870,330.00 8,258,442.50
2018 245,866.50 926,101.00 1,171,967.50 4,327,625.00 2,921,910.00 8,421,502.50
2019 239,778.85 952,188.65 1,191,967.50 4,413,037.50 2,982,710.00 8,587,715.00
2020 234,619.20 982,348.30 1,216,967.50 4,500,637.50 3,042,810.00 8,760,415.00
2021 229,700.75 1,012,266.75 1,241,967.50 4,591,537.50 3,106,145.00 8,939,650.00
2022 224,890.30 1,042,077.20 1,266,967.50 4,684,837.50 3,162,332.50 9,114,137.50
2023 219,567.30 1,072,400.20 1,291,967.50 4,779,637.50 3,226,262.50 9,297,867.50
2024 213,811.20 1,103,156.30 1,316,967.50 4,870,037.50 3,296,887.50 9,483,892.50
2025 209,247.70 1,137,719.80 1,346,967.50 4,970,437.50 3,359,075.00 9,676,480.00
2026 204,001.60 1,169,529.90 1,373,531.50 5,074,337.50 3,421,656.26 9,869,525.26
2027 199,365.20 1,199,305.70 1,398,670.90 5,171,187.50 3,493,968.76 10,063,827.16
2028 195,887.90 1,232,867.65 1,428,755.55 5,279,050.00 3,559,687.50 10,267,493.05
2029 191,251.50 1,263,880.75 1,455,132.25 5,381,087.50 3,635,625.00 10,471,844.75
2030 187,774.20 1,299,193.30 1,486,967.50 5,491,381.26 3,704,375.00 10,682,723.76
2031 180,930.00 1,334,007.50 1,514,937.50 5,598,093.76 3,780,625.00 10,893,656.26
2032 176,406.75 1,367,170.00 1,543,576.75 - 9,568,125.00 11,111,701.75
2033 172,788.15 1,404,524.70 1,577,312.85 - 9,759,062.50 11,336,375.35
2034 3,550,228.15 8,011,739.35 11,561,967.50 - - 11,561,967.50
2035 11,215,000.00 577,572.50 11,792,572.50 11,792,572.50
Total $20,868,938.75 $36,337,018.48 $57,205,957.23 $116,629,873.77  $98,529,656. 27 $272,365,487.27

T Includes accreted interest.
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THE AGENCY
History and Purpose

The Agency was organized in 1948 by the Board of Supervisors of the City and County of San
Francisco pursuant to the Community Redevelopment Law, Part 1 of Division 24 of the California Health
and Safety Code (the “Redevelopment Law”). The Agency’s mission is to eliminate physical and
economic blight within specific geographic areas of the City designated by the Board of Supervisors.
Included within that mission is the Agency’s role to enhance the supply of affordable housing Citywide.
Since its organization, the Agency has 13 redevelopment plans in various stages of implementation. In
addition, the City’s Board of Supervisors has authorized three “survey areas” which are anticipated to
become, or be incorporated into, project areas in the near future.

Authority and Personnel

The powers of the Agency are vested in its Commission, which has a maximum of seven
members who are appointed by the Mayor of the City with the approval of the Board of Supervisors.
Members are appointed to staggered four-year terms, must reside within the City limits and must not be
officials or employees of the City. Once appointed, members serve until replaced or reappointed.

The current members of the Agency Commission, together with their principal occupations, the
years of their first appointment to the Commission and the expiration date of their current terms are as
follows:

First Term
Name Occupation Appointed Expires
London Breed Executive 2005 9/3/07
Francee Covington Businesswoman 2005 9/3/08
Leroy King Labor Official Retired 1980 9/3/06
Richard H. Peterson, Jr. Businessman 2005 9/3/08
Ramon E. Romero Attorney 1998 9/3/05
Darshan Singh Businessman 1995 9/3/07
Benny Y. Yee Real Estate Broker 1994 9/3/06

The Redevelopment Agency currently employs approximately 111 persons in full-time positions.
The Executive Director, Marcia Rosen, was appointed to that position in June 2001. The other principal
full-time staff positions are the Deputy Executive Director, Community and Economic Development; the
Deputy Executive Director, Finance and Administration, the Deputy Executive Director, Housing and the
Agency General Counsel. Each project area is managed by a Project Manager. There are separate staff
support divisions with real estate and housing development specialists, architects, engineers and planners,
and the Agency has its own fiscal, legal, administrative and property management staffs, including a
separate staff to manage the South Beach Harbor Marina.

Powers and Controls

Redevelopment in the State is carried out pursuant to the Redevelopment Law. Section 33020 of
the Redevelopment Law defines redevelopment as the planning, development, replanning, redesign,
clearance, reconstruction or rehabilitation, or any combination of these, of all or part of a survey area and
the provision of such residential, commercial, industrial, public or other structures or spaces as may be
appropriate or necessary in the interest of the general welfare, including recreational and other facilities
incidental or appurtenant to them. The Agency has the power to issue bonds to accomplish its goals. A
redevelopment agency can issue bonds which are repayable from the increase in property taxes
attributable to the redevelopment activities completed through the efforts of the redevelopment agency

16



and parties to agreements that provide for improvements to be made to deteriorated property. The 2005
Bonds are not secured from such increases in property taxes and are secured solely by Special Tax
Revenues and other amounts pledged under the Fiscal Agent Agreement.

The Mission Bay South Redevelopment Plan (the “Redevelopment Plan”) was adopted by the
Board of Supervisors in November 1998. All real property in the Project Area is subject to the controls
and restrictions of the Redevelopment Plan. The Project Area and the District are coterminous. The
Redevelopment Plan requires that new construction comply with all applicable State statutes and local
laws in effect including the building, electrical, heating and ventilation, housing and plumbing codes of
the City which, among other things, impose certain seismic risk requirements with respect to new
construction. The Redevelopment Plan establishes limits, restrictions and controls including design
standards affecting the height of buildings, land coverage, setback requirements, design criteria, traffic
circulation, traffic access and other development and design controls necessary for proper development of
the Project Area and therefor the District.

THE DISTRICT
Background

The District consists of approximately 237 acres of land located approximately two miles south of
the financial district of the City, and south of China Basin Channel and SBC Park, the waterfront baseball
stadium for the San Francisco Giants (which is not in the District). Only 62 acres are expected to be
subject to the Special Tax. The District is bounded on the south by Mariposa Street, on the east by San
Francisco Bay, on the north by China Basin Channel, and on the west by Seventh Street. See the Master
Plan map below. The District is within a developed urban area with existing and planned transportation
improvements, including the existing CalTrain railroad station located at the southwest corner of Fourth
and Townsend Street, extensive bus service, and the City-sponsored Third Street “light-rail”
transportation project which is under construction.

Existing structures in the District include an approximate 280,000 square foot office building
which was completed in late 2002. The office building is owned by an affiliate of COLP and leased to
Gap, Inc. but is currently unoccupied although the tenant is paying rent. Another existing structure is the
180,000 square foot research facility owned by the J. David Gladstone Institutes. The District includes
both older and recently completed public infrastructure improvements, as well as temporary parking areas
for the baseball stadium and older industrial buildings which are to be demolished as development
progresses. Under the Special Tax Formula, the amount of the Special Tax levied against property in the
District is affected by its status as new development. See “SECURITY AND SOURCES OF PAYMENT FOR
THE 2005 BONDS—Method of Apportionment of Special Tax” and APPENDIX C hereto. Development in
the District includes a major new University of California biotechnology and life sciences research
campus on about 42 acres of land donated by the Original Landowner and the City, containing
approximately 2.65 million gross square feet of instruction, research and support space. The University
has completed three buildings and is expected to finish three more this summer. FOCIL’s development
strategy for the area includes the anticipation that the nationally renowned bio-medical research
institution will attract other biotechnology office/lab space users to the District. The campus is located
within the District but is not subject to the Special Tax.

A substantial portion of the District land will not be subject to the Special Tax as development of
the District proceeds, due to non-taxable uses. Such land which is not subject to the Special Tax will not
be security for the Bonds; only 62 out of 237 acres in the District are eventually expected to be subject to
the Special Tax. The land in the District which is not subject to the Special Tax and not security for the
Bonds includes land planned for Agency-sponsored affordable housing projects, public facilities, public
open space, streets, the University of California, San Francisco campus (excluding the hospital, which
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will be on land subject to the Special Tax), and an approximately 2.2-acre school site for the San
Francisco Unified School District on the UCSF campus. The UCSF campus is planned for approximately
2,650,000 square feet of research, administration and support space, which the City hopes will stimulate
biotechnology development in the area. The first three buildings of the campus (totaling about 678,000
square feet of space) are complete and three more expected to be finished during the summer 2005 (a 431
unit apartment building, 600 space parking structure and a 107,000 square foot community center).

Land adjacent to the District to the north has been transitioning over the past few years into an
urban residential and retail-commercial neighborhood, with several recently completed multifamily
housing rental and for-sale projects currently occupied. Extensive construction is underway. Commercial
development has accelerated since the completion of SBC Park with adjacent restaurant and retail
commercial projects underway or recently completed. The area south and west of the District is currently
continuing a transition from established older commercial/industrial uses to modern residential and
neighborhood commercial developments. Desirability of the area has been enhanced by the proximity to
recently completed upscale housing, retail establishments, the San Francisco Bay waterfront, South Beach
Marina, SBC Park, various transportation options and proximity to jobs in the nearby financial district of
the City. Most of the new development has occurred over the past 10 years and has significantly changed
the visual and physical characteristics of the area.

Current Status of Development
Two buildings on taxable land are complete within the District. At Block 28, an affiliate of
COLP completed a 283,000 square foot office building that is leased to the Gap, Inc. At Block 41,

Parcel 2 the J. David Gladstone Institutes completed a 180,000 square foot biotech building. A
foundation has been constructed on Block 26A.

(REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK)

18



missionbay

San Francisco, California
Sites Available for Development
November 2004

CATELLUS URBAN DEVELOPMENT CORPORATION

%,
)

SBC PARK
% N
(7
s
D\ N2-2
A\
\“ | S00NRG00ft
OWNED BY
PORT OF SF
PIER 48
o @
3 o
:
'3
&
-
['4
o©
o
i
E a PIER 50
4
«f 3 A |z
o -
°

MISSION ROCK

« 1A

CHINA BASIN ST.

A T A

MERRIMAC

MISSION BAY BLVD NORFTH

P13 I P15

|| 16

UCSF LANE

PIER 54

GENE FRIEND WAY

Areas mapped in solid color
are sold, leased, completed,

or under construction
CAMPUS LANE

Commercial / Industrial
Mixed Use Including Retail

Residential
Mixed Use Including Neighborhood-Serving Retail

Hotel

Mixed Use Including Retail

STXTEENTH

Completed / Under Development

OWENS
FOURTH

ILLINOIS

Parks / Open Space
38

Agency Affordable Sites 44

Garage Sites o6
Planned

Public Facilities MARIPOSA
School, Police, Fire, and Pump Stations

Not Owned by Catellus

Commercial / Industrial / Mixed Use Including Retail

Right of Way Completed

PENNSYLVANIA
INDIANA
MINNESOTA
TENNESSEE
ILLINOIS

19

AXEAAMMME - A

11/17/04



Status of Entitlements

All entitlements required for development to proceed as planned by the Principal Landowners
(see “OWNERSHIP OF PROPERTY WITHIN THE DISTRICT”) have been received, other than building permits
or other ministerial permits and approvals expected to be received as needed.

THE MISSION BAY DEVELOPMENT

The information contained in this section is presented for background information on the
Mission Bay area. Not all of the Mission Bay area is in the District. For information on the portion of
the Mission Bay area in the District, see “THE DISTRICT” above.

The Mission Bay Project

Origin of the Project. The Original Landowner and its predecessors had been the owner of much
of the property in and adjacent to the District since the 1800’s, having originally used most of it for
railroad and industrial operations. In July 1999, the Original Landowner entered into agreements with the
City and the State which provided for certain land exchanges necessary to implement approvals for the
redevelopment of approximately 302 acres of land in the southeastern waterfront area of the City, which
land includes all of the land within the District and land immediately north of the District, for
development and redevelopment of the area as a redevelopment project area under the Redevelopment
Law. The area which comprises the Mission Bay project is currently the subject of two Redevelopment
Plans (described below) adopted by the City and is planned for redevelopment from vacant land and
existing industrial uses located in old structures to commercial and high density residential uses located in
new improvements, with open space and new public infrastructure appropriate to the new development.
In November 2004, FOCIL assumed the rights and obligations of the Original Landowner except for
property specific rights and obligations associated with the property retained by COLP and an affiliate.

Overview of Mission Bay Area. Geographically, the Mission Bay development is bounded by
Townsend Street to the North, Seventh Street to the west, Mariposa Street to the south, and San Francisco
Bay to the east. When complete, development of the project area is envisioned to create a new
neighborhood in San Francisco. The Mission Bay development area is entitled for up to 6,000 high
density housing units, 5.9 million square feet of office and flex space (including blocks X3 and X4, which
are not part of the District), 2.65 million square feet of university research facilities, over 550 thousand
square feet of retail space, a 500 room hotel, and about 49 acres of dedicated public open space. The
Original Landowner commenced its redevelopment activities in the spring of 2001 with construction
projected to continue for approximately 12-13 years, subject to market conditions.

The residential units are planned to consist of market rate and affordable units, both for rental and
for sale. FOCIL or its assignees or transferees will develop approximately 4,500 units at a variety of
densities, and in a variety of architectural styles. The Agency will sponsor development of the remaining
residential units in the project area.

Retail uses in the Mission Bay development area are planned to include up to approximately
550,000 leasable square feet of retail space which will be oriented toward local users living in the
neighborhood.

Commercial uses are planned to include a mix of approximately 5,000,000 leasable square feet of

office, research and development, light manufacturing, multi-media, software development, and other
commercial space suitable for biotechnology and multimedia users, and a 500-room hotel.
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Development in the District is anchored by a major new University of California, San Francisco
(“UCSF”) research campus on about 42 acres of land donated by the Original Landowner and the City,
containing approximately 2.65 million gross square feet of instruction, research and support space for the
nationally renowned bio-medical research institution. The University has approximately 678,000 square
feet of buildings, and is expected to complete more during the summer 2005. The University property,
other than the hospital to be constructed, is not on taxable property. The first completed building was
Genentech Hall, a five-story research and teaching building, which opened its doors to faculty, staff and
students in January 2003. UCSF’s second research building, Toni Rembe Rock Hall, opened for
Genetics, Development and Behavioral Sciences in February 2004 and is occupied. The third completed
building is QB3 which houses the headquarters of the California Institute for Quantitative Biomedical
Research, a joint venture with UC Berkeley, UC Santa Cruz and UCSF which opened in March 2005.

Public oriented facilities planned in Mission Bay include about 49 acres of public parks, plazas
and open space to serve a variety of recreational needs and a new and upgraded public infrastructure
system necessary to serve residents, occupants, and visitors. All streets will either be new or upgraded
with modern street surface systems as well as new sewer and utility provisions sub-surface. The land
which becomes public use will not be subject to the Special Tax.

The District consists of only property therein and not the entire Mission Bay area. For
information concerning the portion of the Mission Bay development which is within the District, the
Special Taxes on which secure the Bonds, see “THE DISTRICT” above.

(REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK)
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THE INFRASTRUCTURE

The District was formed to finance a portion of the public infrastructure (the “Infrastructure”)
necessary to support private development within the District, including open space (including, among
other items, park improvements and restrooms), streets, rails and rail line bridges, sewer and storm
drainage systems, water systems, dry utilities, and other improvements generally serving property within
the District.

Public Infrastructure Improvements

FOCIL is obligated to construct or cause to be constructed all of the public improvements in the
District, in accordance with obligations outlined in the South OPA. In general, the public infrastructure
requirements for build-out of the District are phased at a minimum to serve the incremental service
requirements of buildings as they are constructed. Accordingly, development of a specific area or Major
Phase will generally be accompanied by development of adjacent public infrastructure and improvements,
including streets, utilities and public open space. Installation of all facilities will be pursuant to bonded
Improvement Plans and Agreements, resulting from the subdivision process, and which are approved by
the City.

In connection with its acquisition of parcels in the District, FOCIL was required to assume all of
the Original Landowner’s obligations under the South OPA to construct the Infrastructure. FOCIL has
entered into an agreement with Catellus Urban Construction, Inc., a construction company and a
subsidiary of the Original Landowner (“CUCI”), pursuant to which CUCI is to manage the construction
of the Infrastructure.

Acquisition of the Infrastructure

The particular public improvements to be funded by proceeds of the 2005 Bonds represent a
portion of the overall public infrastructure improvements to be constructed in the District. The Agency
and the Original Landowner have entered into an Acquisition Agreement (the “Acquisition Agreement”)
dated as of June 1, 2001, as supplemented as of October 1, 2002 and assumed by FOCIL in 2004. Under
the terms of the Acquisition Agreement, the Agency will acquire the Infrastructure from FOCIL upon
completion of various discrete components of infrastructure and inspection thereof by the City. The
Acquisition Agreement provides that the Infrastructure will be acquired for an amount based upon the
documented Actual Cost (as defined in the Acquisition Agreement) thereof or for such other amount as
may be agreed upon by FOCIL, the Agency and the City.

Funding of the Infrastructure

FOCIL expects that the cost of the Infrastructure and other improvements necessary for its
development and redevelopment activities in Mission Bay South will be approximately $340 million.
Proceeds of the 2001 Bonds and the 2002 Bonds in the aggregate amount of approximately $70 million
have been deposited in the Bond Proceeds Account of the Improvement Fund and approximately $17-18
million of 2005 Bond proceeds is expected to be so deposited.

FOCIL expects that the cost of any Infrastructure not financed from Bonds will be financed by
the use of Net Available Increment to be provided for the benefit of FOCIL by the Agency pursuant to the
South OPA, as described below. Net Available Increment is a portion, but not all, of the ad valorem
property taxes generated from new development within the District which are in excess of the taxes
collected in the fiscal year the District was formed (1998-99). See “—Tax Increment Contribution to
Infrastructure Costs” below.
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Pursuant to a Tax Increment Allocation Pledge Agreement, dated as of November 16, 1998 (the
“Tax Allocation Agreement”) between the City and the Agency and pursuant to the Fiscal Agent
Agreement, Net Available Increment may be deposited into a Tax Increment Proceeds Account held by
the Fiscal Agent to pay Infrastructure costs (or otherwise applied to payment or reimbursement of such
costs), may be transferred to the Fiscal Agent for deposit into the Revenue Fund established under the
Fiscal Agent Agreement to pay a portion of debt service on the Bonds, or may be applied to secure tax
increment bonds issued by the Agency, the proceeds of which may be applied to payment or defeasance
of the Bonds. Net Available Increment is not pledged to debt service on, or repayment of, the
Bonds.

Tax Increment Contribution to Infrastructure Costs

The Redevelopment Law provides a means for financing redevelopment projects based upon an
allocation of taxes collected within a project area. The taxable valuation of a project area last equalized
prior to adoption of the redevelopment plan, or base roll, is established and, except for any period during
which the taxable valuation drops below the base year level, the taxing agencies thereafter receive the
taxes produced by the levy of the then current tax rate upon the base roll. Taxes collected upon any
increase in taxable valuation over the base roll are allocated to a redevelopment agency and may be
pledged by a redevelopment agency to the repayment of any indebtedness incurred in financing or
refinancing a redevelopment project. Redevelopment agencies themselves have no authority to levy
property taxes and must look specifically to the allocation of taxes produced.

In order to facilitate the implementation of the Mission Bay South Redevelopment Plan, the
Agency and the Original Landowner entered into a Mission Bay South Owner Participation Agreement
(the “South OPA”), dated as of November 16, 1998, regarding the development of the property within the
South Plan Area. The South OPA provides that the Original Landowner is responsible (which
responsibility has been assumed by FOCIL) for constructing the Infrastructure and that the Agency will
provide financing of a portion of the costs of the Infrastructure (i) through the establishment of one or
more community facilities districts, such as the District, under the Mello-Roos Act and (ii) with respect to
Infrastructure of primary benefit to the District, through the use of Net Available Increment (described in
the next paragraph) and the issuance of bonds secured by a pledge (or otherwise payable from a
contribution) thereof. See “THE AGENCY” and “THE MISSION BAY DEVELOPMENT.”

The South OPA includes a Financing Plan (the “Financing Plan”) under which the Agency has
committed Net Available Increment from the South Plan Area to be used towards the payment of costs of
the Infrastructure. “Net Available Increment” is an amount less than all of the tax increment generated
from property in the District, and is defined in the Financing Plan to mean the tax increment revenues
arising under the South Redevelopment Plan and received by the Agency, exclusive of: (i) Housing
Increment (calculated solely at 20% of the total tax revenues received by the Agency pursuant to the
South Redevelopment Plan), (ii) tax increment revenues required by the Redevelopment Law to be paid to
other taxing agencies (initially, 20% of the total tax increment revenues received by the Agency, and
otherwise pursuant to the Redevelopment Law and the South Redevelopment Plan), and (iii) tax
increment revenues needed to pay Agency Costs (as defined in the Financing Plan) not otherwise paid
from other sources. Net Available Increment is not pledged to debt service on, or repayment of, the
Bonds.

Construction of the Infrastructure

Pursuant to the terms of the Acquisition Agreement and the South OPA the Original Landowner
was required to construct the Infrastructure in accordance with the approved subdivision improvement
plans and agreements entered into between the Original Landowner and the City. In connection with its
purchase of parcels, FOCIL was required to assume all of such responsibilities. FOCIL has engaged
CUCI, to oversee the construction activities. Construction of the Infrastructure is underway or

24



substantially complete for Master Plan Blocks 26-28 (Phases 1 and 2), Block 41-43, 16th and Owens,
Owens Street at Park P1, Third Street, Pump Station Number 1, P16/17, 4th Street at UCSF, and Block
P21 Landscape. The Infrastructure of Park P1, North Common Street at Parks P16/P17, Third Street/16th
Street Utility Project, and Park P8 Bank Stabilization is complete. FOCIL anticipates that the remaining
Infrastructure will be completed in phases, with each phase comprising approximately 12 months of
construction.

OWNERSHIP OF PROPERTY WITHIN THE DISTRICT

Each Principal Landowner has provided the information concerning itself set forth below.
Neither the Agency nor the Underwriters have made any independent investigation of the information
presented herein as to the Principal Landowners and neither the Agency nor the Underwriters have
verified the accuracy or completeness of such information, nor do they assume responsibility or liability
therefor.

Unpaid Special Taxes do not constitute a personal indebtedness of the owners of the parcels
within the District. There is no assurance that the current owner or any subsequent owners, including
the Principal Landowners, have the ability to pay the Special Taxes or that, even if they have the
ability, they will choose to pay such taxes. Neither the Agency nor any Bondowner will have the ability
at any time to seek payment directly from the owners of property within the District of the Special Tax
or the principal or interest on the 2005 Bonds, or the ability to control who becomes a subsequent
owner of any property within the District.

Background

At the time of initial formation of the District, substantially all the land therein was owned by
Catellus Development Corporation (“Catellus” or the “Original Landowner”), a diversified real estate
operating company formed in 1984 as the real estate operating subsidiary of the Santa Fe Pacific
Railroad. In December 1990, Catellus was spun off by the common stockholders of Santa Fe Pacific
along with the land holdings of its former railroad parent, which comprised one of the largest holdings of
developable land in the western United States.

Since formation of the District, Catellus has disposed of most of its land holdings in the District.
A substantial number of parcels (comprising 25.8 out of the 62 taxable acres in the District ) have been
sold to FOCIL-MB, LLC. Two parcels, the sites of the Gap building and the proposed UCSF hospital,
are owned, directly or indirectly, by COLP, which is the successor by merger to Catellus.

Currently, substantially all of the taxable parcels in the District are owned by FOCIL-MB, LLC
and affiliates of Alexandria Real Estate Equities, Inc. (each a “Principal Landowner” and collectively, the
“Principal Landowners”). Brief information concerning the Principal Landowners and the other property
owners in the District is set forth below.

FOCIL-MB, LLC

FOCIL-MB, LLC (“FOCIL”) is a Delaware limited liability company whose manager is Farallon
Capital Management, L.L.C. FOCIL is the owner of approximately 25.8 acres of taxable land in the
District comprised of parcels 1 though 7, 9, 9A, 10 through 13, 26A, 33, 34 and 40. (See the map of the
District set forth under the caption “THE DISTRICT.” The aggregate appraised value of FOCIL’s parcels is
$145,500,000. See APPENDIX B—“THE APPRAISAL.” FOCIL acquired its property from COLP and its
affiliates in November 2004 and June 2005 and intends to sell its parcels to other developers. This
developer’s property has entitlements to construct 12 residential towers or 1,823 residential units and
1,300,000 square feet of office or biotech space.
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FOCIL owns land that is subject to more than 20% of the annual Special Taxes levied in the
District and has agreed to provide continuing disclosure reports pursuant to a Continuing Disclosure
Certificate. See “CONTINUING DISCLOSURE.”

Alexandria Real Estate Equities, Inc.

Affiliates of Alexandria Real Estate Equities, Inc. (collectively, “ARE”) are the owners of
approximately 21.99 net acres (following subdivision mapping) within the District, comprised of Master
Plan Blocks 26, 27, 29 through 32 and 41 through 43 (excluding subparcel number 2, which is owned by
Gladstone (described below under “Other Property Owners)). (See the map of the District set forth under
the caption “THE DISTRICT.”)  The aggregate appraisal value of the parcels owned by ARE is
$114,150,000. See APPENDIX B—THE APPRAISAL.” ARE’s affiliates acquired their parcels over a period
of time beginning in Summer, 2004 through Spring, 2005 and intend to construct buildings on their
parcels as demand arises (with construction projected to begin on an approximately 165,000 square foot
building by late 2005). The property owned by ARE affiliates is collectively entitled for an aggregate of
2,148,000 square feet.

Alexandria Real Estate Equities, Inc. (NYSE: ARE) is a real estate investment trust engaged
primarily in the ownership, operation, management, acquisition, expansion and selective redevelopment
and development of strategically located properties containing office and laboratory space designed and
improved for lease principally to pharmaceutical, biotechnology, life science product and services
companies, not-for-profit scientific research institutions, universities and related government agencies
(collectively, the life science industry). Properties leased to tenants in the life science industry typically
consist of office buildings containing scientific research and development laboratories and other
improvements that are generic to tenants operating in the life science industry. As of December 31, 2004,
ARE owned 112 properties in the United States with approximately 7.4-million rentable square feet of
office and laboratory space.

ARE owns land that is subject to more than 20% of the annual Special Taxes levied in the District
and has agreed to provide continuing disclosure reports pursuant to a Continuing Disclosure Certificate.
See “CONTINUING DISCLOSURE.”

Other Property Owners

The information concerning the following property owners and their parcels within the District
was assembled from publicly available information.

Catellus Operating Limited Partnership. Catellus Operating Limited Partnership (“COLP”) is
the successor by merger to the Original Landowner. COLP and an affiliate own approximately 11.5
taxable acres in the District, the aggregate appraised value of which is $134,500,000. One of its sites is
improved with a structure leased to GAP, Inc. and the other is expected to be improved with structures
constructed by UCSF on land to be ground leased to UCSF, as described below.

ProLogis and Catellus Development Corporation (NYSE: CDX), which is the sole general partner
of Catellus Operating Limited Partnership, recently entered into a definitive merger agreement under
which ProLogis will acquire all of the outstanding common stock of Catellus Development Corporation.
The consummation of the merger transaction is subject to approval of the shareholders of both companies
as well as other closing conditions. For information regarding the merger, see the Form 8-K filed by
CDX with the Securities and Exchange Commission on June 8, 2005.
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COLP/Gap, Inc. An affiliate of COLP owns a 280,000 square foot office building sited on 1.85-
acre Parcel 28 in the District. The building was leased, in October, 2002, in its entirety to Gap, Inc., an
international clothing retailer, for a term of 15 years, with three options to renew for five years. Although
the building is not occupied, Gap, Inc. has always paid rent. The appraised value of the building is
$80,500,000. Gap, Inc. is a publicly-traded company (NYSE:GPS).

COLP/UCSF. COLP has entered into an option agreement and grant of option to lease with The
Regents of the University of California for Parcels 36, 37, 38 and 39, aggregating approximately 9.65
acres. These parcels have an aggregate appraised value of $54,000,000 based upon their recent
entitlement to construct 1,020,000 square feet of biotechnology facilities. The lease agreements will
contain an option to purchase the site in 2014 at a price of $45,900,000, adjusted annually based upon the
consumer price index for the area, with an annual floor and cap of 2% and 5%, respectively.

The J. David Gladstone Institutes. The J. David Gladstone Institutes (“Gladstone”) owns an
approximately 180,000 square foot research facility sited on the approximately 1.38-acre Parcel 2 within
the District. Gladstone’s property has an appraised value of $78,000,000. The facility houses the
Gladstone Institute for Cardiovascular Health, the Gladstone Institute of Virology and Immunology and
the Gladstone Institute for Neurological Disease. While independent, Gladstone is formally affiliated
with UCSF and many of its investigators hold university appointments and participate in many university
activities, including the teaching and training of graduate students. Gladstone is a nonprofit entity but has
elected to be subject to the Special Tax. Its principal source of funding is National Institutes of Health
grants and support from the Gladstone Trust based in Irvine, California.

BOSA. BOSA Development California II, Inc. (“BOSA”) owns Parcels 10A in the District,
comprised of 1.33 acres. The company has entered into contracts with FOCIL to acquire Parcels 2, 10,
11, 12 and 13. BOSA is a real-estate developer and intends to construct condominiums on such parcels,
which have entitlements, in the aggregate, for 1,485 condominium units.

APPRAISAL OF PROPERTY WITHIN THE DISTRICT
The Appraisal

The Agency ordered preparation of an appraisal report dated June 1, 2005 (the “Appraisal”) of the
estimated value as of such date of the property in the District subject to the Special Tax. The Appraisal
was prepared by Hamilton, Ricci & Associates, Inc., San Francisco, California (the “Appraiser”). A copy
of the Appraisal is set forth in APPENDIX B hereto. The description herein of the Appraisal is intended
for limited purposes only; the Appraisal should be read in its entirety. The Agency makes no
representation as to the accuracy or completeness of the Appraisal.

The purpose of the appraisal assignment is to estimate the aggregate bulk sale value of the fee
simple, and leased fee interests of the subject property. At the express direction of the Agency, the
appraisal considers five value elements comprising the aggregate bulk sale value. The value elements are
(i) the fee simple interest of the land interests held by FOCIL and BOSA, (ii) the fee simple interest in the
land interests held by ARE, (iii) the leased fee interest of the Gap property, (iv) the fee simple interest of
the Gladstone property, and (v) the leased fee interest in the lands comprising the UCSF hospital site.
The sum of these five value elements comprises the subject’s aggregate bulk sale value.

The total estimated valuation of the property subject to the Special Tax as of June 1, 2005 was
determined by the Appraiser to be $470 million.
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The bulk sale value is defined in the Appraisal as the most probable price, in a sale of all parcels
within a tract or development project to a single purchaser or sales to multiple buyers, over a reasonable
absorption period discounted to present value, as of a specific date, in cash, or in terms equivalent to cash,
for which the property rights should sell after reasonable exposure, in a competitive market under all
conditions requisite to a fair sale, with buyer and seller each acting prudently, knowledgeably and for self-
interest, and assuming that neither is under undue stress.

Assumptions and Limiting Conditions. In considering the estimate of value evidenced by the
Appraisal, it should be noted that the Appraisal is based upon a number of standard and special
assumptions which affect the estimates as to value. Because the Appraisal sets forth the Appraiser’s
opinion as to value only as of the date of such Appraisal, it does not reflect any changes to value that
might have occurred since that date or which may occur in the future.

The Appraiser has also assumed that there is no hazardous material on or in the property that
would cause a loss in value. Should future conditions and events reveal hazardous material, such
conditions or events could reduce the level of permitted development or delay the completion of any
projected development and the value of the undeveloped land would likely be reduced from that estimated
by the Appraiser. See “RISK FACTORS—Failure or Inability to Complete Proposed Development on a
Timely Basis” below. See APPENDIX B—“THE APPRAISAL” hereto for a description of certain
assumptions made by the Appraiser. Accordingly, because the Appraiser arrived at an estimate of current
market value based upon certain assumptions which may or may not be fulfilled, no assurance can be
given that should the parcels become delinquent due to unpaid Special Taxes, and be foreclosed upon and
offered for sale for the amount of the delinquency, that any bid would be received for such property or, if
a bid is received, that such bid would be sufficient to pay such delinquent Special Taxes.

Property values may not be evenly distributed throughout the District; thus, certain parcels may
have a greater value than others. This disparity is significant because in the event of nonpayment of the
Special Tax, the only remedy is to foreclose against the delinquent parcel.

No assurance can be given that the foregoing valuation can or will be maintained during the
period of time that the 2005 Bonds are outstanding in that the Agency has no control over the market
value of the property within the District or the amount of additional indebtedness that may be issued in
the future by other public agencies, the payment of which, through the levy of a tax or an assessment, may
be on a parity with the Special Taxes. See “—Priority of Lien” below.

For a description of certain risks that might affect the assumptions made in the Appraisal, see
“RISK FACTORS” herein.

The complete Appraisal is on file with the Agency and is available for public inspection at the
Agency offices at 770 Golden Gate Avenue, 3™ Floor, San Francisco California 94102 or during the
initial marketing period from Stone & Youngberg LLC, 50 California Street, San Francisco, California
94111. The conclusions reached in the Appraisal are subject to certain assumptions and qualifications
which are set forth in the Appraisal.

Value to Special Tax Burden Ratios

The Appraisal sets forth the estimated bulk sale value of all taxable property within the District to
be $470,000,000, subject to the limiting conditions stated therein. See “~The Appraisal” above and
APPENDIX B hereto. The outstanding aggregate principal amount of the 2001 Bonds and the 2002 Bonds
and the aggregate principal amount of the Bonds is $114,133,938.75. Consequently, the ratio of the
estimated bulk sale value of the real property in the District to the aggregate principal amount of Bonds
outstanding is 4.12:1.
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In comparing the appraised value of the real property within the District and the principal amount
of the Bonds, it should be noted that only the real property upon which there is a delinquent Special Tax
can be foreclosed upon, and the real property within the District cannot be foreclosed upon as a whole to
pay delinquent Special Taxes of the owners of such parcels within the District unless all of the property is
subject to a delinquent Special Tax. In any event, individual parcels may be foreclosed upon separately to
pay delinquent Special Taxes levied against such parcels.

Set forth in the table below are the individual value to Special Tax burden ratios for each of the
landowners in the District.

Value to
Net Taxable Aggregate Special Tax Special Tax
Landowner Parcels Owned Acreage Valuation Burden'" Burden Ratio
FOCIL 1-7,9, 9A, 10-13, 26A, 25.8 $145,500,000 $49,514,525 2.94
33, 34, 10A® and 40
BOSA 10A 1.33
ARE 26,27,29-32, 41-1, 21.99 114,150,000 39,321,519 2.90
41-3,41-4, 41-5, 41-6
COLP/Gap, Inc. lease 28 1.85 80,500,000 4,309,978 18.68
Gladstone 41-2 1.38 78,000,000 3,208,021 24 .31
Catellus/UCSF ground lease 36-39 9.65 54,000,000 17.255,692 3.13
Total 62.00 $470,000,000%  $113,989,704 4.12

(1)  Column does not total due to independent rounding.
(2) Since the date of the Appraisal, parcel 10A has been acquired by BOSA.
(3) Rounded aggregate bulk value per the Appraisal.

Other public agencies whose boundaries overlap those of the District could, without the consent
of the Agency and in certain cases without the consent of the owners of the land within the District,
impose additional taxes or assessment liens on the land within the District. The purpose would be to
finance additional regional or local public improvements or services. The lien created on the land within
the District through the levy of such additional taxes or assessments may be on a parity with the lien of
the Special Tax. In addition, construction loans may be obtained by the landowners or any merchant
builder or other loans may be obtained by ultimate users of property in the District. The deeds of trust
securing such debt on property within the District, however, will be in a junior position to the lien of the
Special Tax.

Priority of Lien

The principal of and interest on the Bonds are payable from the Special Tax authorized to be
collected within the District, and payment of the Special Tax is secured by a lien on certain real property
within the District. Such lien is co-equal to and independent of the lien for general taxes and any other
liens imposed under the Mello-Roos Act, regardless of when they are imposed on the property in the
District. The imposition of additional special taxes, assessments and general property taxes will increase
the amount of independent and co-equal liens which must be satisfied in foreclosure. The Agency, the
City and certain other public agencies are authorized by the Mello-Roos Act to form other community
facilities districts and improvement areas and, under other provisions of State law, to form special
assessment districts, either or both of which could include all or a portion of the land within the District.
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Property in the District is subject to the special tax of an additional community facilities district
recently formed as Community Facilities District No. 5 (Mission Bay Maintenance District). This district
encompasses the boundaries of the District and was formed for the principal purpose of maintaining
public parks in the area. This district is not authorized to issue bonds. The special tax lien of this district
is on a parity to the lien securing the Special Tax. The maximum annual special tax for the maintenance
district is $14,380 per acre (with an escalation provision) and, as to condominiums, will range from 55
cents to $1.00 per square foot. The property is also within the City’s CFD 90-1, which covers all of the
City and provides money for the public school district.

There can be no assurance that the property owners within the District will not petition for the
formation of other community facilities districts and improvement areas or for a special assessment
district or districts and that parity special taxes or special assessments will not be levied by the City or
some other public agency to finance additional public facilities, however no other special districts are
currently contemplated by the Agency or FOCIL.

Private liens, such as deeds of trust securing loans obtained by a property owner, may be placed
upon property in the District at any time. Under California law, the Special Taxes have priority over all
existing and future private liens imposed on property subject to the lien of the Special Taxes.

(REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK)
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Overlapping Debt

The following table shows direct and overlapping debt affecting property in the District. Data
was compiled based upon the valuation shown in the Appraisal.

Community Facilities District No. 6
(Mission Bay South Public Improvements)
Overlapping Debt Table
As of June 21, 2005

2004-05 Local Secured Assessed Valuation: $129,656,281

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable Debt 6/21/05
Bay Area Rapid Transit District 0.035% $§ 35,157
San Francisco Community College District 0.126 176,755
San Francisco Unified School District 0.126 70,604
City of San Francisco 0.126 1,250,999
City of San Francisco Mission Bay Community Facilities District No. 6 100. 93,265,000
TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT $94,798,515
OVERLAPPING GENERAL FUND OBLIGATION DEBT: % Applicable ® Debt 6/21/05
San Francisco Community College District Certificates of Participation 0.126% $ 29,098
San Francisco Unified School District Certificates of Participation 0.126 22,602
City of San Francisco General Fund Obligations 0.126 842,964
City of San Francisco Judgment Obligations 0.126 48.637
TOTAL OVERLAPPING GENERAL FUND OBLIGATION DEBT $943,301
COMBINED TOTAL DEBT $95,741,816 @

(1) Excludes Mello-Roos Act bonds to be sold.

(2) Based on 2004-05 redevelopment adjusted all property assessed valuation of $122,952,000.

(3) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax
allocation bonds and non-bonded capital lease obligations.

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/04: $359

Source: California Municipal Statistics, Inc.
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RISK FACTORS

The purchase of the 2005 Bonds involves investment risk. If a risk materializes to a sufficient
degree, it could delay or prevent payment of principal of and/or interest on the 2005 Bonds. Before
purchasing any of the 2005 Bonds, all prospective investors and their professional advisors should
carefully consider, among other things, the following risk factors, which are not meant to be an
exhaustive listing of all risks associated with the purchase of the 2005 Bonds.

Insufficiency of Special Tax Revenues

In order for the Agency to pay debt service on the 2005 Bonds, it is necessary that the Agency
collect Special Tax Revenues on a timely basis. Should the Special Tax not be paid on a timely basis, the
Agency would utilize moneys on deposit in the Reserve Fund, to the extent available, to pay debt service
on the 2005 Bonds.

As described under “SECURITY AND SOURCES OF PAYMENT FOR THE 2005 BONDS—Covenant for
Superior Court Foreclosure,” the Agency has covenanted for the benefit of the Owners of the 2005 Bonds
that it will initiate foreclosure proceedings in order to enforce the lien of the delinquent installments of the
Special Tax against property in the District, and will diligently prosecute and pursue such foreclosure
proceedings to judgment and sale. However, in the event of a foreclosure and if the Reserve Fund has
been depleted, there could be a delay in or insufficiency of payments to the owners of the 2005 Bonds
pending such sales or the prosecution of foreclosure and receipt by the Agency of the proceeds of the sale.
See “—Foreclosure and Sale Proceedings” hereinafter.

Concentration of Ownership

Most of the land within the District is currently owned by two entities. Because of such
concentration of ownership of District land, the timely payment of the 2005 Bonds depends upon the
willingness and ability of the owners to pay the Special Taxes when due. The only asset of an owner of
property within the District which constitutes security for the 2005 Bonds is such owner’s real property
holdings located within the District. Each parcel may only be foreclosed against for delinquent Special
Taxes levied against such parcel.

Failure or Inability to Complete Proposed Development on a Timely Basis

The progress of land development within the District may be subject to unexpected delays,
disruptions, changes and contingencies which may affect the willingness and ability of the property
owners within the District to pay Special Taxes when due. For example, proposed development within
the District could be adversely affected by unfavorable economic conditions, an inability of any Principal
Landowner or future owners of the parcels to obtain financing, fluctuations in the real estate market or
interest rates, unexpected delays in development or increases in development costs, changes in federal,
state or local governmental policies relating to the ownership of real estate, faster than expected
utilization of existing water resources or the appearance of previously unknown hazardous substances or
other environmental impacts necessitating preparation of a supplemental environmental impact report and
by other similar factors.

Undeveloped or partially developed land is less valuable than developed land and, therefore,
provides less security for owners of the 2005 Bonds which is a particularly important factor should it be
necessary for the Agency to foreclose on undeveloped property within the District due to the nonpayment
of Special Taxes on such property. Moreover, failure to complete the development within the District on
a timely basis could adversely affect the land values of those parcels which have been completed. Lower
land values result in less security for the payment of principal of and interest on the 2005 Bonds and
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could be expected to lower the amount of proceeds from any foreclosure sale necessitated by
delinquencies in the payment of such Special Taxes.

The inability to develop the land within the District as currently planned could be anticipated to
reduce the expected diversity of ownership of land within such District, making the payment of debt
service on the 2005 Bonds more dependent upon timely payment of the Special Taxes levied on
undeveloped property. Because of the concentration of undeveloped property ownership, the timely
payment of the 2005 Bonds in particular depends upon the willingness and ability of the Principal
Landowners (as defined and described herein) and any subsequent owners to whom lots or parcels are
sold to pay the Special Taxes levied on the undeveloped land when due. Furthermore, such continued
concentration of ownership also increases the potential negative impact of a bankruptcy or similar
financial adversity experienced by any Principal Landowner or a major successor landowner who
purchases parcels from a Principal Landowner. See “—Bankruptcy” below.

Factors Affecting Parcel Value and Aggregate Values

The value of a particular parcel of property is affected by a variety of factors, including market
value. Market value generally is determined by the price a willing seller would achieve by selling the
property to a willing buyer, each having similar information and neither being forced by other
circumstances to sell nor to buy. However, this general principle is of limited use estimating the selling
price at a foreclosure sale because the sale is forced and the buyer may not have the benefit of full
information. Various facts and circumstances are of importance in determining the value of individual
taxed parcels, including the following:

Completion of the Infrastructure Improvements. Infrastructure improvements (i.e., street, water
and sewer, storm drainage and other improvements) generally are required to serve the parcels subject to
the Special Taxes. While a direct relationship between the value of a taxed parcel and various types of
improvements does not necessarily exist, failure to complete such improvements in a timely manner
nevertheless may result in value less than expected or in any event uncertainty in value, which may cause
the Special Taxes to exceed a secure relationship to value.

For example, should a contractor’s bid prove to be too low, or should a contractor experience
financial difficulties (whether or not the difficulties lead to bankruptcy), timely completion of
improvements may be affected. Contracts for improvements are awarded pursuant to plans and estimated
quantities. Should actual construction conditions differ from those upon which the plans or estimated
quantities are based, or should the plans or estimated quantities prove to be defective, or should changes
be made in the plans or estimated quantities, or should the progress of the work be delayed, timely
completion of the improvements may be affected.

Any increases in the costs of infrastructure improvements for any reason, the cumulative effect of
which is to exceed the amount readily available for their payment, puts at risk not only timely completion,
but ultimate completion, or at the least, completion of the various improvements of the type and to the
extent expected. While a developer or municipality may have a claim against a contractor or others for
reimbursement, the cost and delay of litigation that might be necessary to assert the claim may make the
claim an unreliable source of funds for timely completion.

Progress of Land Development. The basis for value may not only require the timely completion
of basic infrastructure improvements, but may also require the timely provision of additional
infrastructure improvements and development of the taxed parcels. Land development, as well as the
market value of a given parcel, is an activity subject to varying risks. Risk factors include general or local
economic conditions, local real estate market conditions, governmental regulation and approval
requirements, particularly environmental quality, land use, zoning and building requirements,
development, financing and marketing capabilities of the various landowners, and development plans and
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timely plans accomplishment, including but not limited to the provision of infrastructure improvements as
described above.

The formation of the District by the Agency in no way implies that the Agency has evaluated
these risks or the reasonableness of these risks, and to the contrary the Agency has made no such
evaluation. The Agency is assisting in the financing of the construction of improvements and facilities
within the District even though such risks may ultimately halt or slow the progress of land development
and forestall the realization of taxed parcel values because of the need to provide public infrastructure and
facilities to adequately meet projected growth requirements.

Foreclosure and Sale Proceedings

Payment of the Special Taxes is secured by the parcels taxed. In the event an installment of the
Special Taxes included in the tax bill of a taxed parcel is not paid when due, the Agency can institute
foreclosure proceedings in court to cause that parcel to be sold in order to recover the delinquent amount
from the proceeds of the sale. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2005 BONDS—
Covenant for Superior Court Foreclosure” herein. Foreclosure and sale may not always result in the
recovery of any or the full amount of delinquent Special Taxes.

Sufficiency of the foreclosure sales proceeds to cover the delinquent amount depends in part upon
the market for and the value of a parcel at the time of the foreclosure sale. Future events may result in
significant changes from the existing value and may result in a significant erosion in value, with
consequent reduced security of the 2005 Bonds.

Sufficiency of foreclosure sale proceeds to cover a delinquency may also depend upon the value
of prior or parity liens and similar claims. A variety of governmental liens may arise in the future with
respect to a parcel which, unless subordinate to the lien securing the Special Taxes, may effectively
reduce the value of a parcel. Further, other governmental claims, such as hazardous substance claims,
may affect the realizable value even though such claims may not rise to the status of liens.

Bankruptcy

Regardless of the priority of the Special Taxes securing the 2005 Bonds over non-governmental
liens on a parcel, the exercise by the Agency of the foreclosure and sale remedy may be forestalled or
delayed by bankruptcy, reorganization, insolvency, or other similar proceedings of the owner of, or
anyone else who claims an interest in, a parcel. The federal bankruptcy laws provide for an automatic
stay of foreclosure and sale proceedings, thereby delaying such proceedings perhaps for an extended
period. Delay in exercise of remedies or the institution of bankruptcy proceedings may cause Special Tax
collections to be insufficient to pay debt service on the 2005 Bonds. This is especially true when
ownership is concentrated with a few property owners, as is the case in the District.

Further, should remedies be exercised under the bankruptcy law against a parcel, payment of
Special Taxes may be subordinated to other claims in the bankruptcy proceedings. Thus, certain claims
may have priority over a claim for unpaid Special Taxes, even though, in the absence of the bankruptcy
proceedings, no such priority would exist.

On July 30, 1992 the United States Court of Appeals for the Ninth Circuit issued an opinion in a
bankruptcy case entitled In re Glasply Marine Industries holding that ad valorem property taxes levied by
a county in the State of Washington after the date that the property owner filed a petition for bankruptcy
would not be entitled to priority over the claims of a secured creditor with a prior lien on the property.
Although the court upheld the priority of unpaid taxes imposed before the bankruptcy petition, unpaid
taxes imposed subsequent to the filing of the bankruptcy petition were declared to be “administrative
expenses” of the bankruptcy estate, payable after the claims of all secured creditors. As a result, the
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secured creditor was able to foreclose on the subject property and retain all the proceeds from the sale
thereof except the amount of the pre-petition taxes. Pursuant to this holding, post-petition taxes would be
paid only as administrative expenses and only if a bankruptcy estate has sufficient assets to do so. In
certain circumstances, payment of such administrative expenses may be allowed to be deferred. Once the
property is transferred out of the bankruptcy estate (through foreclosure or otherwise) it would be subject
only to current ad valorem taxes (i.e., not those accruing during the bankruptcy proceeding).

Glasply was controlling precedent on bankruptcy courts in the State of California for several
years subsequent to the date of the Ninth Circuit’s holding. Pursuant to state law, the lien date for general
ad valorem property taxes levied in the State of California is the March 1 preceding the Fiscal Year for
which the taxes are levied. Under the Glasply holding, a bankruptcy petition filing would have prevented
the lien for general ad valorem property taxes levied in Fiscal Years subsequent to the filing of a
bankruptcy petition from attaching and becoming a lien so long as the property was a part of the estate in
bankruptcy. However, the Glasply holding was for the most part subsequently rendered inoperative with
respect to the composition of a lien for and the collection of ad valorem taxes by amendments to the
federal Bankruptcy Code (Title 11 U.S.C.) which were part of the Bankruptcy Reform Act of 1994 (the
“Bankruptcy Reform Act”) passed by Congress during the later part of 1994. The Bankruptcy Reform
Act added a provision to the automatic stay section of the Bankruptcy Code which, pursuant to
Section 362(b)(18) thereof, excepts from the Bankruptcy Code’s automatic stay provisions, “the creation
of a statutory lien for an ad valorem property tax imposed by . . . a political subdivision of a state, if such
tax comes due after the filing of the petition” by a debtor in bankruptcy court. The effect of this provision
is to continue the secured interest of ad valorem taxes on real property (i.e., post-petition taxes) in effect
during the period following the filing of a bankruptcy petition, including during the period bankruptcy
proceedings are pending.

Without further clarification by the courts or Congress, however, the original rationale of the
Glasply holding could still result in the treatment of post-petition special taxes (and assessments) as
“administrative expenses,” rather than as tax liens secured by real property, at least during the pendency
of bankruptcy proceedings. First, as noted above, special taxes have a different lien date than the lien
date for general ad valorem taxes in the State of California noted above. The lien of a Mello-Roos special
tax attaches upon recordation of the notice of the special tax lien as provided for in Section 53328.3 of the
Mello-Roos Act, as opposed to the March 1 lien date for general ad valorem taxes. Thus, in deciding
whether the original Glasply ruling is applicable to a bankruptcy proceeding involving special taxes rather
than general ad valorem property taxes, a court might consider the differences in the statutory provisions
for creation of the applicable tax lien (general ad valorem or special tax) in determining whether there is a
basis for post-petition special taxes to be entitled to a lien on the property during pending bankruptcy
proceedings. If a court were to apply Glasply to eliminate the priority of the special tax lien as a secured
claim against property with respect to post petition levies of the Special Taxes made against property
owners within the District who file for bankruptcy, collections of the Special Taxes from such property
owners could be reduced as the result of being treated as “administrative expenses” of the bankruptcy
estate. Second, and most importantly, is the fact that the original holding in Glasply and the mitigation of
that holding by the Bankruptcy Reform Act of 1994 both appear to be applicable only to general
ad valorem taxes, and, therefore, the exemption from the automatic stay in Section 362(b)(18) discussed
above may not be applicable to special taxes or assessments since they were not expressly mentioned or
provided for in this section, nor defined to be included within the term “ad valorem taxes.”

Natural Disasters

Real estate values can be adversely affected by a variety of natural events and conditions. These
include geologic conditions such as earthquakes and topographic conditions such as earth movements and
floods. The Agency expects that one or more of these conditions may occur from time to time, and such
conditions may result in damage to property improvements. Additionally, the property within the District
is located on landfill, which could result in an increase in any damage occurring to property within the
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District as a result of an earthquake. Any damage resulting from a natural disaster may entail significant
repair or replacement costs, and repair or replacement may never occur. Under any of these
circumstances, the value of real estate within the District could depreciate substantially.

Like other areas of Northern California, property in the District is subject to the risk of major
earthquake damage. It should be assumed, therefore, that an earthquake or one or more of such other
conditions may occur and may cause damage to improvements on parcels in the District of varying
seriousness, that such damage may entail significant repair or replacement costs and that repair or
replacement may never occur either because of the cost or because repair or replacement will not facilitate
usability or because other considerations may preclude such repair or replacement. Consequently, the
occurrence of any of these conditions could result in a significant decrease in the market value of property
in the District or in such property becoming unmarketable.

Priority of Liens

The Special Taxes and any penalties thereon will constitute a lien against a parcel of land within
the District on which they will be annually imposed until they are paid in full. Such lien is on a parity
with all special taxes and special assessments levied by other public entities, agencies and districts and is
co-equal to and independent of the lien for general property taxes regardless of when they are imposed
upon the same real property. The Special Taxes have priority over all existing and future private liens
imposed on the real property within the District. The Agency, however, has no control over the ability of
other public entities, agencies and districts to issue indebtedness secured by special taxes or assessments
payable from all or a portion of the Parcel. Any such special taxes or assessments may have a lien on
such real property on a parity with the Special Taxes.

Accordingly, the liens on parcels within the District could greatly increase, without any
corresponding increase in the value of the parcel, and thereby severely reduce the value to lien ratio of the
land-secured public debt existing at the time the 2005 Bonds are issued. The imposition of such
additional indebtedness could also reduce the willingness and ability of the property owner within the
District to pay the Special Taxes when due.

Secondary Market

There can be no assurance that there will be a secondary market for purchase or sale of the 2005
Bonds or, if a secondary market exists, that such 2005 Bonds can be sold for any particular price.
Occasionally, because of general market conditions or because of adverse history or economic prospects
connected with a particular issue, secondary marketing practices in connection with a particular issue are
suspended or terminated. Additionally, prices of issues for which a market is being made will depend
upon then prevailing circumstances. Such prices could be substantially different from the original
purchase price. From time to time, there may be no secondary market for the 2005 Bonds, depending
upon prevailing market conditions, the financial condition or market position of firms who may make the
secondary market in the 2005 Bonds, and the financial condition and results of operations of the owners
of property within the District. The 2005 Bonds should therefore be considered long-term investments in
which funds are committed to maturity.

No Acceleration
The principal of the 2005 Bonds will not be subject to acceleration for default under the

provisions of the Fiscal Agent Agreement. Nothing in the Agreement shall in any way prohibit the
defeasance of the 2005 Bonds and discharge of the Fiscal Agent Agreement.
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Loss of Tax Exemption

As discussed in the section herein entitled “TAX MATTERS,” interest on the 2005 Bonds could
become includable in gross income for purposes of federal income taxation, retroactive to the date of
issuance, as a result of acts or omissions of the Agency subsequent to issuance in violation of the
Agency’s covenants applicable to the 2005 Bonds. Should interest become includable in gross income
the 2005 Bonds are not subject to redemption by reason thereof and may remain outstanding.

CONTINUING DISCLOSURE

The Agency has covenanted for the benefit of holders and Beneficial Owners of the 2005 Bonds
to provide certain financial and operating data (the “Agency Annual Report”) and to provide notices of
the occurrence of certain enumerated events. The Agency shall, or cause the Dissemination Agent to, not
later than nine months after the end of the Agency’s Fiscal Year (i.e., March 31), commencing March 31,
2005 with the report for the 2004-2005 Fiscal Year, provide to each Repository and the Participating
Underwriter the Annual Report which is consistent with the requirements of the Continuing Disclosure
Certificate.

Each of the Principal Landowners (see “OWNERSHIP OF PROPERTY WITHIN THE DISTRICT”) has
also covenanted for the benefit of owners of the 2005 Bonds to semiannually provide certain financial
information and operating data relating to the District (the “Landowner Report™”) by not later than 120
days after the end of each Principal Landowner’s fiscal year, commencing with the report for the 2005
fiscal year and to provide notices of the occurrence of certain enumerated events. Additionally, each
Principal Landowner will provide semiannual reports during a time period detailed in the Continuing
Disclosure Certificate. Each Principal Landowner’s obligation to provide such information is in effect
only so long as such Principal Landowner, or such Principal Landowner’s affiliates, own land in the
District subject to at least 20% of the Special Taxes levied in the District in the most recent fiscal year.
The specific nature of the information to be contained in the Annual Reports or the notices of material
events is set forth in APPENDIX D—“FORMS OF CONTINUING DISCLOSURE CERTIFICATES.” These
covenants have been made in order to assist the Underwriters in complying with Securities Exchange
Commission Rule 15¢2-12(b)(5). The Agency has timely filed all information required by continuing
disclosure undertakings under the Rule in the past. Each of the Principal Landowners who have had
responsibility for continuing disclosure relative to the 2001 Bonds or the 2002 Bonds has represented to
the Agency that it has made timely filings of all information required.

AVAILABILITY OF DOCUMENTS

Copies of the documents summarized in this Official Statement are available prior to the issuance
of the 2005 Bonds at the Agency, 770 Golden Gate Avenue, 3" Floor San Francisco, California 94102; and
thereafter at the office of the Trustee, Wells Fargo Bank, National Association, 707 Wilshire Boulevard,
17" Floor, MAC E2818-176, Los Angeles, California 90071.
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TAX MATTERS

In the opinion of Quint & Thimmig LLP, San Francisco, California, Bond Counsel, under
existing law, subject to the Agency’s compliance with certain covenants, interest on the 2005 Bonds is
excludable from gross income of the owners thereof for federal income tax purposes under section 103 of
the Internal Revenue Code of 1986, as amended (the “Code”) and, under section 55 of the Code, is not
included as an item of tax preference in computing the federal alternative minimum tax for individuals
and corporations under the Code but is taken into account in computing an adjustment used in
determining the federal alternative minimum tax for certain corporations. Failure by the Agency to
comply with one or more of such covenants could cause interest on the 2005 Bonds to not be excludable
from gross income under section 103 of the Code for federal income tax purposes retroactively to the date
of issuance of the 2005 Bonds.

In the further opinion of Bond Counsel, interest on the 2005 Bonds is exempt from California
personal income taxes.

Bondowners should also be aware that the ownership or disposition of, or the accrual or receipt of
interest on, the 2005 Bonds might have tax consequences other than as described above. Bond Counsel
expresses no opinion regarding any collateral tax consequences arising with respect to the 2005 Bonds
other than as expressly described above.

The complete text of Bond Counsel’s proposed opinion is set forth in APPENDIX E.

CERTAIN LEGAL MATTERS

Certain legal matters incident to the authorization, issuance, sale and delivery of the 2005 Bonds and
with regard to the tax status of interest thereon under existing law are subject to the approving opinion of
Quint & Thimmig LLP, San Francisco, California, Bond Counsel. Payment of the fees and expenses of
Bond Counsel and Disclosure Counsel is contingent upon the sale and delivery of the 2005 Bonds.

Certain legal matters will be passed upon for the Agency and the Underwriter by Lofton &
Jennings, San Francisco, California, for FOCIL by O’Melveny & Myers LLP and Pircher, Nichols &
Meeks, Los Angeles, California, for ARE by Steefel, Levitt & Weiss, San Francisco, California, and for
the Agency by its General Counsel.

ABSENCE OF LITIGATION

Based upon opinions and certifications of FOCIL and the Agency to be delivered on the Closing
Date, there is no known action, suit or proceeding pending or threatened which seeks to restrain or enjoin
the execution or delivery of the 2005 Bonds or the Fiscal Agent Agreement, or in any way contesting or
affecting the validity of the foregoing or the law pursuant to which the 2005 Bonds have been issued.
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ENFORCEABILITY OF REMEDIES

The remedies available to the Fiscal Agent and the registered owners of the 2005 Bonds upon an
event of default under the Fiscal Agent Agreement or any other document described herein are in many
respects dependent upon regulatory and judicial actions which are often subject to discretion and delay.
Under existing law and judicial decisions, the remedies provided for under such documents may not be
readily available or may be limited. The various legal opinions to be delivered concurrently with the
delivery of the 2005 Bonds will be qualified to the extent that the enforceability of the legal documents
with respect to the 2005 Bonds is subject to limitations imposed by bankruptcy, reorganization,
insolvency or other similar laws affecting the rights of creditors generally and by equitable remedies and
proceedings generally.

NO RATING

The Agency has not made, and does not contemplating making, an application to any rating
agency for the assignment of a rating of the 2005 Bonds. No such rating should be assumed based upon
any other Agency obligations which have been rated. Prospective purchasers of the 2005 Bonds are
required to make independent determinations as to the credit quality of the 2005 Bonds and their
appropriateness as an investment (see “RISK FACTORS—Secondary Market™).

UNDERWRITING

The 2005 Bonds have been purchased by Stone & Youngberg LLC and Backstrom McCarley
Berry & Co., LLC, as the Underwriters. Pursuant to a bond purchase agreement by and between the
Underwriters and the Agency (the “Bond Purchase Agreement”), the Underwriters have agreed to
purchase the 2005 Bonds from the Agency at a purchase price of $20,670,218.37 (representing the
principal amount of the 2005 Bonds, less an underwriters’ discount of $138,779.18 ($100,814.53 for the
2005A Bonds and $37,964.64 for the 2005B Bonds) and less an original issue discount of $59,941.20
($59,941.20 for the 2005A Bonds and $0 for the 2005B Bonds)). In addition, the Bond Purchase
Agreement provides that the Underwriters will purchase all of the 2005 Bonds if any are purchased, the
obligation to make such purchase being subject to certain terms and conditions set forth in the Bond
Purchase Agreement, the approval of certain legal matters by counsel and certain other conditions.

(REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK)
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MISCELLANEOUS

References are made herein to certain documents and reports which are brief summaries thereof
and which do not purport to be complete or definitive, and reference is made to such documents and
reports for full and complete statements of the contents thereof.

Any statement in this Official Statement involving matters of opinion, whether or not expressly
so stated, is intended as such and not as a representation of fact.

This Official Statement is not to be construed as a contract or agreement between the Agency and
the purchasers or Owners of any of the 2005 Bonds.

The execution and delivery of this Official Statement has been duly authorized by the Agency.

REDEVELOPMENT AGENCY OF THE CITY AND
COUNTY OF SAN FRANCISCO

By:_/s/ Ayisha Benham
Deputy Executive Director, Finance
and Administration
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APPENDIX A

SUMMARY OF CERTAIN PROVISIONS OF THE FISCAL AGENT AGREEMENT

The following is a brief summary of certain provisions of the Fiscal Agent Agreement, and
Supplemental Agreements Nos. 1 and 2 to the Fiscal Agent Agreement, and is not to be considered a
complete statement of such documents. Reference is made to the full text of the Fiscal Agent Agreement
and of Supplemental Agreements Nos. 1 and 2 to the Fiscal Agent Agreement, copies of which are
available at the offices of the Agency, 770 Golden Gate Avenue, 3rd Floor, San Francisco, California
94102.

Definitions

“Accreted Value” means, (a) with respect to any Capital Appreciation Bond, the total amount of
principal thereof and interest payable thereon as of any Interest Payment Date, determined with respect to
the Series 2005 B Bonds solely by reference to the Tables of Accreted Values set forth on the respective
Series 2005 B Bond and in Exhibit E to the Fiscal Agent Agreement; provided that the Accreted Value of
any Capital Appreciation Bond as of any date other than on an Interest Payment Date shall be the sum of
(i) the Accreted Value as of the Interest Payment Date immediately preceding the date as of which the
calculation is being made (or as of the dated date of the related Capital Appreciation Bond, if such
calculation is made prior to the date of the first Interest Payment Date following the issuance of the
related Capital Appreciation Bonds); and (ii) interest on the Accreted Value determined pursuant to the
preceding clause (i), computed to the date as of which the calculation is being made at the respective
interest rate set forth on each such Capital Appreciation Bond (computed on the basis of a 360-day year of
twelve 30-day months).

“Act” means the Mello-Roos Community Facilities Act of 1982, as amended, being Sections
53311 et seq. of the California Government Code.

“Acquisition Agreement” means the Acquisition Agreement, dated as of June 1, 2001, between
Catellus and the Agency, as originally executed and as thereafter amended or supplemented in accordance
with its terms, and any other such agreement permitted under the terms of the South OPA.

“Administrative Expenses” means costs directly related to the administration of the District
consisting of the costs of computing the Special Taxes and preparing the annual Special Tax collection
schedules (whether by the Finance Director or designee thereof or both) and the costs of collecting the
Special Taxes (whether by the County or otherwise); the costs of remitting the Special Taxes and the Tax
Increment to the Fiscal Agent; fees and costs of the Fiscal Agent (including its legal counsel) in the
discharge of the duties required of it under the Fiscal Agent Agreement and the Tax increment
Administration Agreement; the costs of the Agency or its designee of complying with the disclosure
provisions of the Act, the Continuing Disclosure Agreement, the Tax increment Administration
Agreement and the Fiscal Agent Agreement, including those related to public inquiries regarding the
Special Tax and disclosures to Bondowners and the Original Purchaser, the costs of the Agency or its
designee related to an appeal of the Special Tax; any amounts required to be rebated to the federal
government in order for the Agency to comply with the federal rebate provisions of the Fiscal Agent
Agreement; an allocable share of the salaries of the Agency staff directly related to the foregoing and a
proportionate amount of Agency general administrative overhead related thereto. Administrative
Expenses shall aJso include amounts advanced by the Agency for any administrative purpose of the
District, including costs related to prepayments of Special Taxes, recordings related to such prepayments
and satisfaction of Special Taxes, amounts advanced to ensure compliance with the federal rebate
provisions of the Fiscal Agent Agreement, and the costs of commencing and prosecuting the foreclosure
of delinquent Special Taxes.
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“Annual Debt Service” means, for each Bond Year, the sum of (i) the interest due on the
outstanding Bonds in such Bond Year, assuming that the outstanding Bonds are retired as scheduled
(including by reason of the provisions of the Fiscal Agent Agreement providing for mandatory sinking
payments), and (ii) the principal amount of the outstanding Bonds due in such Bond Year (including any
mandatory sinking payment due in such Bond Year pursuant to the Fiscal Agent Agreement).

“Auditor” means the auditor/controller of the City and County of San Francisco.

“Bonds” means the Series 2001-South Bonds, the Series 2002 Parity-South Bonds, the Series
2005 Parity-South Bonds and, if the context requires, any additional Parity Bonds, at any time
Outstanding under the Fiscal Agent Agreement.

“Bond Obligation” means, as of any given date of calculation, (a) with respect to any Outstanding
Current Interest Bond, the principal amount of such Bond, and (b) with respect to any Outstanding
Capital Appreciation Bond, the then Accreted Value thereof.

“Bond Year” means the one-year period beginning on August 2nd in each year and ending on
August 1st in the following year, except that the first Bond Year shall begin on the Closing Date and end
on August 1, 2003.

“Capital Appreciation Bonds” means the Series 2005 B Bonds, on which interest is compounded
and paid solely at maturity or upon earlier redemption.

“Business Day” means any day other than (i) a Saturday or a Sunday, or (ii) a day on which
banking institutions in the state in which the Fiscal Agent has its principal corporate trust office are
authorized or obligated by law or executive order to be closed.

“Costs of Issuance” means items of expense payable or reimbursable directly or indirectly by the
Agency and related to the authorization, sale and issuance of the Bonds, which items of expense shall
include, but not be limited to, printing costs, costs of reproducing and binding documents, dosing costs,
filing and recording fees, initial fees and charges of the Fiscal Agent including its first annual
administration fee, expenses incurred by the Agency or Catellus in connection with the issuance of the
Bonds and the establishment of the District, special tax consultant fees and expenses, preliminary
engineering fees and expenses, Bond (underwriter’s) discount, legal fees and charges, including bond
counsel, financial consultants’ fees, charges for execution, transportation and safekeeping of the Bonds
and other costs, charges and fees in connection with the foregoing. “Costs of Issuance” shall include
reimbursable amounts described in Section 2.4(a) of the Acquisition Agreement.

“Current Interest Bonds” means the Series 2001-South Bonds, the Series 2002 Parity-South
Bonds and the Series 2005 A Bonds, all of which pay interest to the Owners thereof on Interest Payment
Dates during their respective terms.

“Debt Service” means the scheduled amount of interest and amortization of principal (including
mandatory sinking payments) payable on the Bonds during the period of computation, excluding amounts
scheduled during such period which relate to principal which has been retired before the beginning of
such period.

“District Value” means the market value, as of the date of the appraisal described below, of all
parcels of real property in the District subject to the levy of the Special Taxes and not delinquent in the
payment of any Special Taxes then due and owing, including with respect to such nondelinquent parcels
the value of the then existing improvements and any facilities to be constructed or acquired with any
amounts then on deposit in the Improvement Fund and with the proceeds of any proposed series of Parity
Bonds, as determined by reference to an appraisal performed within six (6) months of the date of issuance
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of any proposed Parity Bonds or any proposed release of moneys from any escrow fund by an MAI
appraiser (the “Appraiser”) selected by the Agency; or (ii), in the alternative, the assessed value of all
such nondelinquent parcels and improvements thereon as shown on the then current County real property
tax roll available to the Finance Director. Neither the Agency nor the Finance Director shall be liable to
the Owners, the Original Purchaser or any other person or entity in respect of any appraisal provided for
purposes of this definition or by reason of any exercise of discretion made by any Appraiser pursuant to
this definition.

“Fair Market Value” means the price at which a willing buyer would purchase the investment
from a willing seller in a bona fide, arm’s length transaction (determined as of the date the contract to
purchase or sell the investment becomes binding) if the investment is traded on an established securities
market (within the meaning of section 1273 of the Code) and, otherwise, the term “Fair Market Value”
means the acquisition price in a bona fide arm’s length transaction (as referenced above) if (i) the
investment is a certificate of deposit that is acquired in accordance with applicable regulations under the
Code, (ii) the investment is an agreement with specifically negotiated withdrawal or reinvestment
provisions and a specifically negotiated interest rate (for example, a guaranteed investment contract, a
forward supply contract or other investment agreement) that is acquired in accordance with applicable
regulations under the Code, (iii) the investment is a United States Treasury Security--State and Local
Government Series that is acquired in accordance with applicable regulations of the United States Bureau
of Public Debt, or (iv) the investment is the Local Agency Investment Fund of the State of California but
only if at all times during which the investment is held its yield is reasonably expected to be equal to or
greater than the yield on a reasonably comparable direct obligation of the United States.

“Federal Securities” means any of the following which are non-callable and which at the time of
investment are legal investments under the laws of the State of California for funds held by the Fiscal
Agent:

(1) direct general obligations of the United States of America (including obligations
issued or held in book entry form on the books of the United States Department of the Treasury)
and obligations, the payment of principal of and interest on which are directly or indirectly
guaranteed by the United States of America, including, without limitation, such of the foregoing
which are commonly ref erred to as “stripped” obligations and coupons; or

(i1) any of the following obligations of the following agencies of the United States of
America: (a) direct obligations of the Export-Import Bank, (1,) certificates of beneficial
ownership issued by the Farmers Home Administration, (c) participation certificates issued by the
General Services Administration, (d) mortgage-backed bonds or p ass-through obligations issued
and guaranteed by the Government National Mortgage Association, (e) project notes issued by
the United States Department of Housing and Urban Development, and (f) public housing notes
and bonds guaranteed by the United States of America.

“Finance Director” means the Deputy Executive Director, Finance and Administration, of the
Agency or such other officer or employee of the Agency performing the functions of the chief financial
officer of the Agency.

“Financing Plan” means the Financing Plan which is Attachment E to the South OPA.
“Fiscal Agent Agreement” means the Fiscal Agent Agreement, as amended or supplemented by
Supplemental Agreement No. 1 and by Supplemental Agreement No. 2, and as it may be further amended

and supplemented from time to time by any additional Supplemental Agreement entered into pursuant to
the provisions hereof.
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“Independent Financial Consultant” means any consultant or firm of such consultants appointed
by the Agency or the Finance Director, and who, or each of whom: (i) is judged by the Finance Director
to have experience in matters relating to the issuance and/or administration of bonds, or the levy and
collection of special taxes, under the Act; (ii) is in fact independent and not under the domination of the
Agency; (iii) does not have any substantial interest, direct or indirect, with or in the Agency, or any owner
of real property in the District, or any real property in the District; and (iv) is not connected with the
Agency as an officer or employee of the Agency, but who may be regularly retained to make reports to
the Agency.

“Maturity Amount” means, with respect to any Capital Appreciation Bond, the Accreted Value of
such Capital Appreciation Bond (representing both principal and interest payable on any such Bond) at
the maturity date thereof.

“Maximum Annual Debt Service” means the largest Annual Debt Service for any Bond Year
after the calculation is made through the final maturity date of any outstanding Bonds.

“Owner” or “Bondowner” means any person who shall be the registered owner of any
Outstanding Bond.

“Parity Bonds” means any bonds issued by the Agency for the District on a panty with any then
outstanding Bonds pursuant to the Fiscal Agent Agreement.

“Payment Request” has the meaning given such term in the Acquisition Agreement and shall be
generally in the form of Exhibit A to the Acquisition Agreement.

“Permitted Investments” means any of the following obligations if and to the extent that, at the
time of making the investment, they are permitted by law:

(1) Direct obligations of, or obligations the interest on and principal of which are
unconditionally guaranteed by. the United States of America, including obligations issued or held
in book-entry form on the books of the Department of the Treasury of the United States of
America and including any receipt, certificate or any other evidence of an ownership interest in
such an obligation or in specified portions thereof (which may consist of specified portions of
interest thereon);

(i) Obligations issued by the Resolution Funding Corporation, the Student Loan
Marketing Association, Fannie Mae, the Federal Home Loan Bank Board, the Federal Farm
Credit Bank or the Federal Home Loan Mortgage Association, or obligations, participations or
other instruments or issued by, or fully guaranteed as to interest and principal by, the Government
National Mortgage Association (excluding stripped mortgage backed securities which are valued
at greater than par on the unpaid principal);

(iii) Bills of exchange or time drafts drawn on and accepted by a commercial bank,
otherwise known as bankers acceptances, which are eligible for purchase through a bank that is a
member of the Federal Reserve System and which are drawn on any commercial bank the short-
term obligations of which commercial bank are rated in the highest letter and numerical rating
category as provided by the Rating Agency; provided, that eligible bankers’ acceptances may not
exceed two hundred seventy (270) days’ maturity,

(iv) Commercial paper of “prime” quality of the highest rating category as provided by
the Rating Agency, which commercial paper is limited to issuing corporations that are organized
and operating within the United States of America and that have total assets in excess of five
hundred million dollars ($500,000,000) and that have an “A-1” or “P-1”, or higher (or its
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equivalent), rating for the issuer’s unsecured debentures, other than commercial paper, as
provided by the Rating Agency or Moody’s Investors Service, as applicable; provided, that
eligible commercial paper may not exceed one hundred eighty (180) days’ maturity nor represent
more than ten percent (10%) of the outstanding commercial paper of any issuing corporation;

(v) Medium-term notes with a maximum maturity of five (5) years which notes are
limited issuing corporations that are organized and operating within the United States of America
and that have total assets in excess of five hundred million dollars ($500,000,000) and that have
an “AA” or higher (or its equivalent), rating for the issuer’s unsecured debentures, as provided by
the Rating Agency;

(vi) Negotiable and non-negotiable certificates of deposit or bank notes issued by a state
or national bank (including the Fiscal Agent and its affiliates) or a state-licensed branch of a
foreign bank that have maturities of not more than three hundred sixty-five (365) days and that
are fully insured by the Federal Deposit Insurance Corporation or the short term obligations of
which state or national bank (including the Fiscal Agent and its affiliates) or state-licensed branch
of a foreign bank are rated no lower “AA” (or the equivalent) by the Rating Agency;

(vii) Any repurchase agreement or reverse repurchase agreement of any securities
enumerated in subdivisions (i) and (ii) of this definition with any state or national bank or
government bond dealer reporting to, trading with, and recognized as a primary dealer by the
Federal Reserve Bank of New York, and with respect to which repurchase agreement or reverse
repurchase agreement, it is either. (a) with any institution which has debt rated no lower than
“AA” (or the equivalent) by the Rating Agency or whose commercial paper is rated no lower than
“A1+” (or the equivalent) by the Rating Agency, (b) with any corporation or other entity that falls
under the jurisdiction of the Federal Bankruptcy Code; provided, that (1) the term of such
repurchase agreement or reverse repurchase agreement is less than one (1) year or due on
demand, (2) a third party acting solely as agent has possession of the collateral (3) the market
value of the collateral (as determined at least once every seven (7) days) exceeds the principal
amount of the repurchase agreement or reverse repurchase agreement plus accrued interest and
the market value of the collateral is maintained at levels acceptable to the Rating Agency, (4)
failure to maintain the requisite collateral levels will require an immediate liquidation of
collateral and (5) the repurchase agreement or reverse repurchase agreement securities are free
and clear of any third-party lien or claim; or (c¢) with financial institutions insured by the Federal
Deposit Insurance Corporation or any broker-dealer with “retail customers” that falls under the
jurisdiction of the Securities Investors Protection Corporation; provided, that (1) the market value
of the collateral (as determined at least once every seven (7) days) exceeds the principal amount
of the repurchase agreement or reverse repurchase agreement plus accrued interest and the market
value of the collateral is maintained at levels acceptable to the Rating Agency; (2) a third party
acting solely as agent has possession of the collateral (3) the agent has a perfected first priority
security interest in the collateral(4) the collateral is free and clear of third-party liens and, in the
case of a Securities Investors Protection Corporation broker, was not acquired pursuant to
repurchase agreement or reverse repurchase agreement; and (5) failure to maintain the requisite
collateral percentage will require an immediate liquidation of the collateral; and with respect to
any reverse repurchase agreement, the investment is solely done to supplement the income
normally received from such securities;

(viii) Certificates, notes, warrants, bonds or other evidence of indebtedness of the State
of California or any local agency therein which are rated in the highest short-term rating category
or within one of the two highest long-term rating categories by the Rating Agency (excluding
securities that do not have a fixed par value and/or the terms of which do not provide a fixed
dollar amount at the maturity or call date);
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(ix) Interest-bearing demand or time deposits (including certificates of deposit) in a state
or national bank (including the Fiscal Agent and its affiliates) fully insured by the Federal
Deposit Insurance Corporation; provided, that not greater than one hundred thousand dollars
($100,000) in the aggregate shall be deposited in any one such financial institution;

(x) Investments in a money market fund registered under the Federal Investment
Company Act of 1940, whose shares are registered under the Securities Act of 1933, and having a
rating by S&P of “AAAM-G,” “AAAM” or “AAm” which fund may include a fund for which the
Fiscal Agent, its affiliates or its subsidiaries provide investment, advisory or other services;

(xi) Investment agreements with entities that meet and maintain the following credit and
collateral requirements: (a), they are initially rated “AA” or better (or its equivalent) by the
Rating Agency; (b) if the credit quality falls below “PA-" or its equivalent by the Rating Agency
the provider (A) will respond with adequate collateralization within ten (10) business days, (B)
will value assets weekly, and (C) will present collateral at one hundred two percent (102%) on
U.S. Government Treasury securities and one hundred five percent (105%) on U.S. Government
Agency securities, or (2) will substitute another entity as the provider so that the rating is PA or
better, (c) the provider must maintain minimum credit quality of “A” or its equivalent by the
Rating Agency; and (d) the investment agreement must be subject to termination at the option of
the Fiscal Agent or the Agency if credit ratings reach “A-" or its equivalent by the Rating
Agency; and

(xii) Other investments approved in writing by the Agency.

“Project” means the public improvements and facilities authorized to be financed by the District,
as described in the Resolution of Formation.

“Rating Agency” means Moody’s or S&P.

“Record Date” means the fifteenth day of the month next preceding the month of the applicable
Interest Payment Date, whether or not such day is a Business Day.

“Reserve Requirement” means, as of any date of calculation an amount equal to the least of (i) the
then Maximum Annual Debt Service, (ii) one hundred twenty-five percent (125%) of the then average
Annual Debt Service, or (iii) ten percent (10%) of the initial principal amount of the Bonds issued under
the Fiscal Agent Agreement; provided that, there shall be excluded from the computations contemplated
by the preceding clauses (i), (ii) and (iii) Bonds in a principal amount equal to the amount then on deposit
in an escrow fund established with the proceeds of Parity Bonds with amounts therein subject to release
as described in the last sentence of Section 2.11(D) of the Fiscal Agent Agreement.

“Revenues” means all amounts pledged under the Fiscal Agent Agreement to the payment of
principal of, premium, if any, and interest on the Bonds, consisting of the following: (i) Special Tax
Revenues, (ii) Tax Increment, and (iii) any other amounts remitted by the Agency to the Fiscal Agent
with written directions to deposit the same to the Revenue Fund, but such term shall not include amounts
deposited to the Administrative Expense Fund or the Improvement Fund, or any earnings thereon.

“South OPA” means the Mission Bay South Owner Participation Agreement, entered into as of
November 16, 1998, between the Agency and Catellus Development Corporation, as originally executed
and thereafter amended or supplemented in accordance with its terms.

“Special Tax Prepayments” means the proceeds of any Special Tax prepayments received by the
Agency, as calculated pursuant to the Rate and Method of Apportionment of the Special Taxes for the
District, less any administrative fees or penalties collected as part of any such prepayment.
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“Special Tax Revenues” means the proceeds of the Special Taxes received by the Agency,
including any scheduled payments thereof an d any Special Tax Prepayments, interest thereon and
proceeds of the redemption or sale of property sold as a result of foreclosure of the lien of the Special
Taxes to the amount of said lien and interest thereon. “Special Tax Revenues” does not include any
penalties collected in connection with delinquent Special Taxes, which maybe forgiven or disposed of by
the Agency in its discretion and, if collected, shall be used in a manner consistent with the Act.

“Special Taxes” means the special taxes levied within the District pursuant to the Act, the
Ordinance and the Fiscal Agent Agreement.

“Supplemental Agreement” means an agreement the execution of which is authorized by a
resolution which has been duly adopted by the Agency under the Act and which agreement is amendatory
of or supplemental to the Fiscal Agent Agreement, but only if and to the extent that such agreement is a
specifically authorized under the Fiscal Agent Agreement.

“Supplemental Agreement No. 1” means Supplemental Agreement No. 1 to Fiscal Agent
Agreement, dated as of October 1, 2002, between the Agency, for and on behalf of the District, and the
Fiscal Agent.

“Supplemental Agreement No. 2” means Supplemental Agreement No. 2 to Fiscal Agent
Agreement, dated as of July 1, 2005, between the Agency, for and on behalf of the District, and the Fiscal
Agent.

“Tax Consultant” means any Independent Financial Consultant retained by the Agency for the
purpose of computing the Special Taxes.

“Tax Increment” means Net Available Increment, as defined in the Financing Plan, but only to
the extent remitted to the Fiscal Agent for deposit to the Revenue Fund under the terms of the Tax
Increment Administration Agreement.

“Tax Increment Administration Agreement” means Tax Increment Administration Agreement,
dated as of June 1, 2001, between the Agency and the Fiscal Agent, as executed on July 10,2001, and as
thereafter amended or supplemented in accordance with its terms.

Pledge of Revenues
The Bonds are secured by a first pledge of all of the Revenues and all moneys deposited in the
Bond Fund (including the Special Tax Prepayments Account and the Capitalized Interest Account

therein) and the Reserve Fund and, until disbursed as provided in the Fiscal Agent Agreement, in the
Revenue Fund.
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Funds and Accounts
The following funds and accounts air established under the Fiscal Agent Agreement:

Improvement Fund
Bond Proceeds Account
Tax Increment Proceeds Account
Project Supervision Account
Costs of Issuance Fund
Reserve Fund
Bond Fund
Special Tax Prepayments Account
Capitalized Interest Account
Revenue Fund
Administrative Expense Fund

Improvement Fund

Disbursements from the accounts within the Improvement Fund will be made by the Fiscal Agent
upon receipt of an officer’s certificate. Amounts held in the Bonds Proceeds Account and the Tax
Increment Proceeds Account will be used to pay the costs of the Project pursuant to the terms of the
Acquisition Agreement or, if no Acquisition Agreement is then in effect, as permitted by the Act;
provided that (i) unless otherwise directed by an authorized officer in writing amounts in the Bond
Proceeds Account must be used prior to the use of amounts in the Tax Increment Proceeds Account for
such purpose; and (ii) amounts in the Tax Increment Proceeds Account may not be used to pay costs of
the Project for portions thereof which the Agency identifies to the Fiscal Agent as not within or of direct
benefit to the South Plan Area (as defined in, and determined by the Agency consistent with the terms of,
the South OPA). Amounts held in the Project Supervision Account will be used to pay costs of the
Agency or the City incurred in connection with the acquisition of the Project under the Acquisition
Agreement (including costs related to inspections, bid package and other reviews, cost verification and
any other activities conducted by the City or the Agency or any consultants retained by either of them
pursuant to the Acquisition Agreement), or to pay other Agency costs.

Upon the filing of an officer’s certificate stating that the Project has been completed and that all
costs of the Project and all Agency Costs have been paid, or that any such costs are not required to be paid
from the Improvement Fund, the Fiscal Agent will transfer (i) the amount, if any; remaining in the Bond
Proceeds Account within the Improvement Fund to the Bond Fund to be used (A) to pay debt service on
the Bonds (if the amount so transferred is less than $100,000, or with respect to any amount not used to
redeem Bonds), or (B) to redeem Bonds on the next redemption date for which notice of redemption can
timely be given under the Fiscal Agent Agreement if the amount so transferred is in excess of $100,000,
but only in increments of $5,000 or any integral multiple in excess thereof), and (ii) the amount, if any,
remaining in the Tax Increment Proceeds Account and the Project Supervision Account within the
Improvement Fund to the Agency for application as provided in the Tax Increment Administration
Agreement or otherwise in accordance with the Financing Plan.

In addition to the foregoing, if (i) the Finance Director determines that work necessary to
construct and complete the Project has ceased for a continuous period of over twelve months such that the
construction of the Project effectively has been abandoned, or that for any reason (including, but not
limited to, termination of, or the occurrence of any event that would permit termination of, any
Acquisition Agreement then in effect) all or any portion of the amounts then on deposit in the Bond
Proceeds Account will not be expended for Project costs or Agency Costs, or (ii) the Finance Director
receives a written certificate of an Independent Financial Consultant to the effect that the Project has been
abandoned or all or any portion of the amounts then on deposit in the Bond Proceeds Account will not be
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expended for Project costs or Agency Costs, the Finance Director shall file an officer’s certificate with the
Fiscal Agent to that effect and which identifies the amounts then on deposit in the Bond Proceeds
Account of the Improvement Fund that are not expected to be used for Project costs or Agency Costs due
to such abandonment or other reason. The Fiscal Agent, upon receipt of such certificate, will transfer the
amounts identified therein from the Bond Proceeds Account to the Bond Fund to be used (A) to pay debt
service on the Bonds (if the amount so transferred is less than $100,000 or with respect to any amount not
used to redeem Bonds), or (B) to redeem Series 2001-South Special Term Bonds on the next redemption
date for which notice of redemption can timely be given under the Fiscal Agent Agreement, but not after
August 1,2006 (if the amount so transferred is in excess of $100,000, but only in increments of $5,000 or
any integral multiple in excess thereof).

Following the disbursement of all amounts in the Improvement Fund and the accounts therein, the
Improvement Fund will be closed. Amounts in the Improvement Fund are not pledged as security for the
Bonds.

Costs of Issuance Fund

Amounts in the Costs of Issuance Fund will be disbursed from time to time to pay Costs of
Issuance, as set forth in a requisition containing respective amounts to be paid to the designated payees
signed by the Finance Director and delivered to the Fiscal Agent concurrently with the delivery of the
Bonds. The Fiscal Agent will maintain the Costs of Issuance Fund for a period specified in the Fiscal
Agent Agreement and then will transfer any moneys remaining therein, including any investment earnings
thereon, to the Administrative Expense Fund. Following the disbursement of all amounts in the Costs of
Issuance Fund, the Costs of Issuance Fund shall be closed. Amounts in this fund are not pledged as
security for the Bonds.

Reserve Fund

Moneys in the Reserve Fund are held in trust by the Fiscal Agent for the benefit of the Owners of
the Bonds as a reserve for the payment of principal of, and interest and any premium on, the Bonds and
are subject to a lien in favor of the Owners of the Bonds. Except as otherwise provided in the Fiscal
Agent Agreement, all amounts deposited in the Reserve Fund are to be used and withdrawn by the Fiscal
Agent solely for the purpose of making transfers to the Bond Fund in the event of any deficiency at
anytime in the Bond Fund of the amount then required for payment of the principal of, and interest and
any premium on, the Bonds or, in accordance with the provisions of the Fiscal Agent Agreement, for the
purpose of redeeming Bonds from the Bond Fund.

Whenever, on the business day prior to any Interest Payment Date, or on any other date at the
request of the Finance Director, the amount in the Reserve Fund exceeds the Reserve Requirement, the
Fiscal Agent will provide written notice to the Finance Director of the amount of the excess and will
transfer an amount equal to the excess from the Reserve Fund to the following funds in the following
order of priority (i) so long as the Improvement Fund has not theretofore been closed, to the Bond
Proceeds Account of the Improvement Fund to be used for the purposes thereof, and (ii) if the
Improvement Fund is then closed, to the Bond Fund to be used for the payment of interest on the Bond&
on the next Interest Payment Date in accordance with the Fiscal Agent.

Whenever the balance in the Reserve Fund equals or exceeds the amount required to redeem or
pay the outstanding Bonds, including interest accrued to the date of payment or redemption and premium,
if any, due upon redemption, upon the written direction of the Finance Director, the Fiscal Agent is
required to transfer the amount in the Reserve Fund to the Bond Fund to be applied, on the next
succeeding Interest Payment Date to the payment and redemption, in accordance with the Fiscal Agent
Agreement, of all of the outstanding Bonds. In the event that the amount so transferred from the Reserve
Fund to the Bond Fund exceeds the amount required to pay and redeem the outstanding Bonds, the
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balance in the Reserve Fund shall be transferred to the Agency to be used for any lawful purpose of the
Agency.

Whenever Special Taxes are prepaid and Bonds are to be redeemed with the proceeds of such
prepayment pursuant to the optional redemption provisions of the Fiscal Agent Agreement, a
proportionate amount in the Reserve Fund (determined on the basis of the principal of Bonds to be
redeemed, and the original principal of the Bonds) will be transferred to the Bond Fund to be applied to
the redemption of the Bonds.

Amounts in the Reserve Fund may at anytime be used, at the written direction of an authorized
officer, for purposes of paying any rebate liability owed to the federal government in connection with the
Bonds.

Bond Fund

Moneys in the Bond Fund and the accounts therein are to be held in trust by the Fiscal Agent for
the benefit of the Owners of the Bonds, are to be disbursed for the payment of the principal of, and
interest and any premium on, the Bonds as provided in the Fiscal Agent Agreement, and, pending such
disbursement, will be subject to a lien in favor of the Owners of the Bonds.

On each Interest Payment Date, the Fiscal Agent will withdraw from the Bond Fund and pay to
the Owners of the Bonds the principal, and interest and any premium, then due and payable on the Bonds,
including any amounts due on the Bonds by reason of the sinking payments, or a redemption of the Bonds
required by the Fiscal Agent Agreement. Amounts in the Bond Fund as a result of a transfer to the Bond
Fund upon the closing of the Improvement Fund must be used to pay the principal of and interest on the
Bonds prior to the use of any other amounts m the Bond Fund for such purpose.

In the event that amounts in the Bond Fund are insufficient for the purposes set forth in the Fiscal
Agent Agreement, the Fiscal Agent will withdraw from the Reserve Fund to the extent of any funds
therein amounts to cover the amount of such Bond Fund insufficiency. If, after the foregoing transfers,
there are insufficient funds in the Bond Fund to make the required payments provided for in the Fiscal
Agent Agreement, the Fiscal Agent is required to apply the available funds first to the payment of interest
on the Bonds, then to the payment of principal due on the Bonds other than by reason of sinking
payments, and then to payment of principal due on the Bonds by reason of sinking payments. Any sinking
payment not made as scheduled will be added to the sinking payment to be made on the next sinking
payment date.

Moneys in the Special Tax Prepayments Account are required to be transferred by the Fiscal
Agent to the Bond Fund on the next date for which notice of redemption of Bonds can timely be given to
be used to redeem Bonds.

Moneys in the Capitalized Interest Account will be transferred to the Bond Fund on the business
day prior to the dates, and in the amounts, set forth in the Fiscal Agent Agreement to be used for the
payment of interest on the Bonds due on such dates.

Revenue Fund

Moneys in the Revenue Fund are held in trust by the Fiscal Agent for the benefit of the Agency
and the Owners of the Bonds, and, pending disbursement, are subject to a lien in favor of the Owners of
the Bonds and the Agency. The Fiscal Agent Agreement requires the Fiscal Agent to deposit, as soon as
practicable following receipt any Revenues and any amounts required by the Fiscal Agent Agreement to
be deposited therein. Notwithstanding the foregoing, (i) any proceeds of Special Tax Prepayments are
required to be transferred by the Finance Director directly to the fiscal Agent for deposit by the Fiscal
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Agent m the Special Tax Prepayments Account, and (ii) any Special Tax Revenues constituting payments
of delinquent Special Taxes and identified by the Agency to the Fiscal Agent as such must be transferred
to the Reserve Fund as necessary to increase the amount on deposit therein to the then Reserve
Requirement.

On the third business day before each Interest Payment Date, the Fiscal Agent Agreement
requires the Fiscal Agent to withdraw from the Revenue Fund and transfer the following amounts in the
following order of priority (i) to the Bond Fund an amount, taking into account any amounts then on
deposit in the Bond Fund and any expected transfers from the Improvement Fund, the Capitalized Interest
Account, and the Special Tax Prepayments Account to the Bond Fund pursuant to the Fiscal Agent
Agreement, such that the amount in the Bond Fund equals the principal (including any sinking payment),
premium, if any, and interest due on the Bonds on the next Interest Payment Date, and (ii) to the Reserve
Fund the amount, if any, necessary to increase the amount on deposit therein to the then Reserve
Requirement. Amounts then in the Revenue Fund will also be transferred from time to time by the Fiscal
Agent to the Administrative Expense Fund as necessary to pay Administrative Expenses, upon receipt by
the Fiscal Agent of a officer’s certificate requesting such a transfer, but any such transfers must not
exceed, in any fiscal year, the aggregate of (i) the amount, if any, included in the Special Tax levy for
such fiscal year for Administrative Expenses and (ii) the amount of any Tax Increment transferred to the
Fiscal Agent under the Tax Increment Administration Agreement for deposit in the Revenue Fund and
identified by the Agency to be used to pay Administrative Expenses.

Administrative Expense Fund

Amounts deposited in the Administrative Expense Fund will used to pay Administrative
Expenses or Costs of Issuance. Annually, on the last day of each fiscal year, the Fiscal Agent will
withdraw any amounts then remaining in the Administrative Expense Fund and transfer such amounts to
the Revenue Fund. Amounts in this fund are not pledged as security for the Bonds.

Investment of Moneys in Funds and Accounts

Moneys in any fund or account created or established by the Fiscal Agent Agreement and held by
the Fiscal Agent are to be invested by the Fiscal Agent in Permitted Investments, as directed pursuant to
an officer’s certificate filed with the Fiscal Agent. In the absence of any such officer’s certificate, the
Fiscal Agent will invest, to the extent reasonably practicable, any such moneys in Permitted Investments
described in use (x) of the definition thereof, which by their terms mature prior to the date on which such
moneys are required to be paid out under the Fiscal Agent Agreement.

Obligations purchased as an investment of moneys in any fund will be deemed to be F art of such
fund or account, subject, however, to the requirements of the Fiscal Agent Agreement for transfer of
interest earnings and profits resulting from investment of amounts in funds and accounts.

The Fiscal Agent and its affiliates or the Finance Director may act as sponsor, advisor,
depository, principal or agent in the acquisition or disposition of any investment. Neither the Fiscal
Agent nor the Finance Director shall incur any liability for losses arising from any investments made
pursuant to the Fiscal Agent Agreement. The Fiscal Agent shall not be required to determine the legality
of any investments.

Except as otherwise provided in the next sentence, all investments of amounts deposited in any
fund or account created by or pursuant to the Fiscal Agent Agreement, or otherwise containing gross
proceeds of the Bonds (within the meaning of section 148 of the Code) shall be acquired, disposed of, and
valued (as of the date that valuation is required by the Fiscal Agent Agreement or the Code) at Fair
Market Value. Investments in funds or accounts (or portions thereof) that are subject to a yield restriction
under the applicable provisions of the Code and (unless valuation is undertaken at least annually)
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investments in the subaccounts within the Reserve Fund shall be valued at their present value (within the
meaning of section 148 of the Code). The Fiscal Agent shall not be liable for verification of the
application of such sections of the Code.

Investments in any and all funds and accounts may be commingled in a separate fund or funds for
purposes of making, holding and disposing of investments, notwithstanding provisions in the Fiscal Agent
Agreement for transfer to or holding in or to the credit of particular funds or accounts of amounts received
or held by the Fiscal Agent or the Finance Director thereunder, provided that the Fiscal Agent or the
Finance Director, as applicable, shall at all times account for such investments strictly in accordance with
the funds and accounts to which they are credited and otherwise as provided in the Fiscal Agent
Agreement.

The Fiscal Agent or the Finance Director, as applicable, shall sell at Fair Market Value, or present
for redemption, any investment security whenever it shall be necessary to provide moneys to meet any
required payment, transfer, withdrawal or disbursement from the fund or account to which such
investment security is credited and neither the Fiscal Agent nor the Finance Director shall be liable or
responsible for any loss resulting from the acquisition or disposition of such investment security in
accordance with the Fiscal Agent Agreement.

Additional Bonds

The Fiscal Agent Agreement permits the Agency to issue Parity Bonds subject to the specific
conditions precedent, including the following:

(1) The Agency shall be in compliance on the date of issuance of the Parity Bonds with
all covenants set forth in the Fiscal Agent Agreement and all Supplemental Agreements.

(i) The Supplemental Agreement providing for the issuance of such Parity Bonds must
provide that interest thereon shall be payable on February 1 and August 1, and principal thereof is
to be payable on August 1 in any year in which principal is payable (provided that there is no
requirement that any Parity Bonds pay interest on a current basis).

(iii) The Supplemental Agreement providing for the issuance of such Parity Bonds is
required to provide for a deposit to the Reserve Fund in an amount necessary so that the amount
on deposit therein, following the issuance of such Parity Bonds, is equal to the Reserve
Requirement.

(iv) The District Value must be at least three (3) times the sum of: (i) the aggregate
principal amount of all Bonds then outstanding, plus (ii) the aggregate principal amount of the
series of Parity Bonds proposed to be issued, plus (iii) the aggregate principal amount of any
fixed assessment liens on the parcels in the District subject to the levy of Special Taxes, plus (iv)
a portion of the aggregate principal amount of any and all other community facilities district
bonds then outstanding and payable at least partially from special taxes to be levied on parcels of
land within the District (the “Other District Bonds”) equal to the aggregate principal amount of
the Other District Bonds multiplied by a fraction, the numerator of which is the amount of special
taxes levied for the Ocher District Bonds on parcels of land within the District, and the
denominator of which is the total amount of special taxes levied for the Ocher District Bonds on
all parcels of land against which the special taxes are levied to pay the Other District Bonds (such
fraction to be determined based upon the special taxes needed to pay the maximum annual debt
service on the Other District Bonds when it occurs), based upon information from the most recent
available fiscal year. For purposes of this requirement, there shall be excluded from the principal
amount of any Bonds or Parity Bonds the portion thereof (if any) (i) representing amounts on
deposit in an escrow fund subject to release only when the District Value is at least three times

A-12



the then outstanding principal amount of the Bonds, plus the outstanding principal amount of any
other special tax or assessment bonds secured by liens imposed upon land located in the District,
or (ii) the payment of debt service on which is secured by a letter of credit or other similar
security, which maybe discharged upon a determination by an authorized officer that the
requirements of the first sentence of clause (iv) has been satisfied with respect to all Bonds not so
secured.

(v) The Agency is required to obtain a certificate of a Tax Consultant to the effect that
the amount of the maximum Special Taxes that maybe levied in each fiscal year shall be at least
one hundred ten percent (110%) of (a) the total Annual Debt Service for each such fiscal year on
the Bonds and the proposed Parity Bonds plus estimated Administrative Expenses, less (b) ninety
percent (90%) of the Tax Increment used to pay debt service on the Bonds in the fiscal year
immediately prior to the then fiscal year.

Determination of Percentage of Bond Owners

Whenever in the Fiscal Agent Agreement the consent, direction or other action is required or
permitted to be given or taken by a percentage of the Owners of an aggregate principal amount of
Outstanding Bonds (including by the Owners of a majority in aggregate principal amount of the
Outstanding Bonds), such percentage shall be calculated on the basis of the total Bond Obligation then
Outstanding.

Provisions Related to Payment of Capital Appreciation Bonds

Notwithstanding any other provision of the Fiscal Agent Agreement to the contrary, whenever the
Fiscal Agent Agreement refers to the payment of principal of and/or interest on the Bonds, any such
provision, when referring to any Capital Appreciation Bond, shall be deemed to refer to the Maturity
Amount of the Capital Appreciation Bond or, as may be applicable, the Accreted Value of the Capital
Appreciation Bond as of the date of earlier redemption thereof.

Certain Covenants of the Agency

Against Encumbrances. The Agency will not encumber, pledge or place any charge or lien upon
any of the Special Tax Revenues or other amounts pledged to the Bonds superior to or on a parity with the
pledge and lien in the Fiscal Agent Agreement created for the benefit of the Bonds, except as permitted
by the Fiscal Agent Agreement.

Compliance with Law. The Agency will comply with all applicable provisions of the Act and law
in administering the District and completing the acquisition of the Project.

Collection of Revenues. The Agency will comply with all requirements of the Act so as to assure
the timely collection of Special Tax Revenues, including without limitation, the enforcement of
delinquent Special Taxes. The Finance Director must effect the levy of the Special Taxes each fiscal year
in accordance with the Ordinance such that the computation of the levy is complete before the final date
on which Auditor will accept the transmission of the Special Tax amounts for the parcels within the
District for inclusion on the next real property tax roll. Upon the completion of the computation of the
amounts of the levy, the Finance Director must prepare or cause to be prepared, and shall transmit to the
Auditor, such data as the Auditor requires to include the levy of the Special Taxes on the next real
property tax roll. Notwithstanding the foregoing, any Special Taxes to be levied on possessory interests
must be communicated by the Finance Director to the Auditor at such time as is necessary to include such
amounts on the Counts unsecured tax rolls for the applicable fiscal year.
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The Finance Director is required to fix and levy the amount of Special Taxes within the District
required for the payment of principal of and interest on any outstanding Bonds of the District becoming
due and payable during the ensuing year, including any necessary replenishment or expenditure of the
Reserve Fund for the Bonds and an amount estimated to be sufficient to pay the Administrative Expenses
during such year, taking into account the balances in such funds and in the Revenue Fund, and the Tax
Increment expected to be remitted to the Fiscal Agent pursuant to the Tax Increment Administration
Agreement. The Special Taxes so levied shall not exceed the authorized amounts as provided in the
proceedings pursuant to the Resolution of Formation.

The Special Taxes will be payable and be collected in the same manner and at the same time and
in the same installment as the general taxes on real property are payable, and have the same priority,
become delinquent at the same time and in the same proportionate amounts and bear the same
proportionate penalties and interest after delinquency as do the ad valorem taxes on real property.

Notwithstanding the foregoing, the Finance Director may in his or her discretion cause the of any
Special Taxes by direct, first class mail billing to the then owner of each parcel or possessory interest, as
applicable, so owned in lieu of billing for such Special Taxes in the same manner as general taxes as
aforesaid. Such direct billing is to be made not later than November 1 of the fiscal year and is to direct the
owner of the property affected to pay the Special Taxes directly to the Finance Director in two equal
installments, the first of which shall be due and delinquent if not paid on December 10 and the second of
which maybe paid with the first and which, in any event, shall be due and delinquent if not paid on April
10 of the fiscal year. Any such Special Taxes so billed shall have the same priority and bear the same
proportionate penalties and interest after delinquency as do the ad valorem taxes on real property.

On the Business Day prior to each Interest Payment Date, the Finance Director is required to
cause the Trustee (under and as defined in the Tax Increment Administration Agreement) to remit to the
Fiscal Agent an amount equal to the lesser of (a) an amount equal to the difference between the debt
service due on the Bonds on such Interest Payment Date and the amount then on deposit in the Bond
Fund, or (b) the amount then on deposit and available therefor under the Tax Increment Administration
Agreement. Notwithstanding the foregoing, the Bondholders shall have no interest in any account or
funds held under the Tax Increment Administration Agreement and said agreement maybe amended or
terminated at anytime by the Agency without any notice to or consent of the Fiscal Agent or the
Bondowners.

Reduction of Special Taxes. The Agency covenants and agrees to not consent or conduct
proceedings with respect to a reduction in the maximum Special Taxes that may be levied in the District
below an amount, for any fiscal year, equal to 110% of the aggregate of the debt service due on the Bonds
in such fiscal year, plus a reasonable estimate of Administrative Expenses for such fiscal year.

Limits on Special Waivers and Bond Tenders. The Agency covenants not to exercise its rights
under the Act to waive delinquency and redemption penalties related to the Special Taxes or to declare a
Special Tax penalties amnesty program if to do so would materially and adversely affect the interests of
the owners of the Bonds and further covenants not to permit the tender of Bonds in payment of any
Special Taxes except upon receipt of a certificate of an Independent Financial Consultant that to accept
such tender will not result in the Agency having insufficient Special Tax revenues to pay the principal of
and interest on the Bonds that will remain outstanding following such tender.

Books and Records. The Agency will keep, or cause to be kept, proper books of record and
accounts, separate from all other records and accounts of the Agency, in which complete and correct
entries shall be made of all transactions relating to the Revenues. Such books of record and accounts shall
at all times during business hours be subject to the inspection of the Fiscal Agent and the Owners of not
less than ten percent (10%) of the principal amount of the Bonds then outstanding, or their representatives
duly authorized in writing.
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The Fiscal Agent will keep, or cause to be kept, proper books of record and accounts, separate

from all other records and accounts of the Fiscal Agent, in which complete and correct entries shall be
made of all transactions relating to the expenditure of amounts disbursed from the Bond Fund (including
the Special Tax Prepayments Account and the Capitalized Interest Account therein), the Improvement
Fund (including the accounts therein), the Administrative Expense Fund, the Reserve Fund and the Costs
of Issuance Fund. Such books of record and accounts shall at all times during business hours be subject to
the inspection of the Agency and the Owners of not less than ten percent (10%) of the principal amount of
the Bonds then outstanding, or their representatives duly authorized in writing.

Bonds:

State Reporting Requirements. The following additional reporting requirements apply to the

(i) Not later than October 30 of each calendar year, beginning with the October 30 first
succeeding the date of the Bonds, and in each calendar year thereafter until the October 30
following the final maturity of the Bonds, the Finance Director is required to supply the following
information to the California Debt and Investment Advisory Commission: (i) the principal
amount of the Bonds outstanding; (ii) the balance in the Reserve Fund; (iii) the balance, if any, in
the Capitalized Interest Account; (iv) the number of parcels in the District which are delinquent in
the payment of Special Taxes, the amount of each delinquency, the length of time delinquent and
when foreclosure was commenced for each delinquent parcel; (v) the balances in the accounts
within the Improvement Fund and the balance, if any, in the Escrow Fund, if any, and (vi) the
assessed value of all parcels in the District subject to the levy of the Special Taxes as shown
inmost recent equalized roll.

(i1) If at anytime the Fiscal Agent fails to pay principal and interest due on any scheduled
payment date for the Bonds, or if funds are withdrawn from the Reserve Fund to pay principal
and interest on the Bonds, the Fiscal Agent must notify the Finance Director of such failure or
withdrawal in writing, and the Finance Director must notify the California Debt and Investment
Advisory Commission and the original purchasers of the Bonds from the Agency of such failure
or withdrawal within 10 days of such failure or withdrawal

(i) The chief fiscal officer of the Agency is required to file a report with the
Commission of the Agency no later than January 1,2002 and at least once a year thereafter, which
annual report will contain: (i) the amount of Special Taxes collected and expended with respect to
the District, (ii) the amount of Bond proceeds collected and expended with respect to the District,
and (iii) the status of the Project. The Fiscal Agent Agreement provides that the Revenue Fund
and the Special Tax Prepayments Account are the accounts into which Special Taxes collected on
the District will be deposited for purposes of Section 50075.1(c) of the California Government
Code, and the Capitalized Interest Account, the Reserve Fund, Costs of Issuance Fund, Bond
Proceeds Account, Project Supervision Account and Administrative Expense Fund are the funds
and accounts into which Bond proceeds will be deposited for purposes of Section 53410(c) of the
California Government Code.

(iv)  The reporting requirements described under the caption ‘“State Reporting
Requirements,” will automatically be amended from time to time, to reflect amendments to the
corresponding provisions of the California Government Code. Any such amendment shall not, in
itself, affect the Agents obligations under the Continuing Disclosure Agreement.

Upon the written request of any Bondowner and payment by the person requesting the

information of the cost of the Agency to produce such information and pay any postage or other delivery
cost to provide the same, as determined by the Finance Director, the Finance Director will provide copies
of any or all of the reports prepared pursuant to California reporting requirements.
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Further Assurances. The Agency will adopt, make, execute and deliver any and all such further
resolutions, instruments and assurances as maybe reasonably necessary or proper to carry out the
intention or to facilitate the performance of the Fiscal Agent Agreement, and for the better assuring and
confirming unto the Owners of the rights and benefits provided in the Fiscal Agent Agreement.

Limited Liability of the Agency

The Agency will shall not incur any responsibility in respect of the Bonds or the Fiscal Agent
Agreement other than in connection with the duties or obligations explicitly therein or in the Bonds
assigned to or imposed upon it. The Agency will not be liable in connection with the performance of its
duties under the Fiscal Agent Agreement except for its own negligence or willful default. The Agency
will not be bound to ascertain or inquire as to the performance or observance of any of the terms,
conditions covenants or agreements of the Fiscal Agent in the Fiscal Agent Agreement or of any of the
documents executed by the Fiscal Agent in connection with the Bonds, or as to the existence of a default
or event of default thereunder.

In the absence of bad faith, the Agency, including the Finance Director, may conclusively rely, as
to the truth of the statements and the correctness of the opinions expressed therein, upon certificates or
opinions furnished to the Agency and conforming to the requirements of the Fiscal Agent Agreement. The
Agency, including the Finance Director, not e liable for any error of judgment made in good faith unless it
was negligent in ascertaining the pertinent facts.

No provision of the Fiscal Agent Agreement requires the Agency to expend or risk its own
general funds or otherwise incur any financial liability (other than with respect to the Special Tax
Revenues) in the performance of any of its obligations thereunder, or in the exercise of any of its rights or
powers, if it has have reasonable grounds for believing that repayment of such funds or adequate
indemnity against such risk or liability is not reasonably assured to it.

The Agency and the Finance Director may rely and will be protected in acting or refraining from
acting upon any notice, resolution, request, consent, order, certificate, report, warrant, bond or other paper
or document believed by them to be genuine and to have been signed or presented by the proper party or
proper parties.

Whenever in the administration of their duties under the Fiscal Agent Agreement the Agency or
the Finance Director shall deem it necessary or desirable that a matter be proved or established prior to
taking or suffering any action thereunder, such matter (unless other evidence in respect thereof is
specifically prescribed in the Fiscal Agent Agreement) may, in the absence of willful misconduct on the
part of the Agency, be deemed to be conclusively proved and established by a certificate of the Fiscal
Agent, an Independent Financial Consultant or a Tax Consultant, but in its discretion the Agency or the
Finance Director may, in lieu thereof, accept other evidence of such matter or may require such additional
evidence as to them may seem reasonable.

In order to perform its duties and obligations under the Fiscal Agent Agreement, the Agency
and/or the Finance Director may employ such persons or entities as it deems necessary or advisable. The
Agency shall not be liable for any of the acts or omissions of such persons or entities employed by it in
good faith under the Fiscal Agent Agreement, and shall be entitled to rely, and shall be fully protected in
doing so, upon the opinions, calculations, determinations and directions of such persons or entities.

Fiscal Agent

Wells Fargo Bank, National Association, is the Fiscal Agent and paying agent for the Bonds.

Upon thirty (30) days prior written notice, the Agency may remove the Fiscal Agent initially appointed,

and any successor thereto, and may a point a successor or successors thereto, but any such successor shall
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be a bank, corporation or trust company having a combined capital (exclusive of borrowed capital) and
surplus of at least Fifty Million Dollars ($50,000,000). and subject to supervision or examination by
federal or state authority. If such bank, corporation or trust company publishes a report of condition at
least annually, pursuant to law or to the requirements of any supervising or examining authority above
referred to, then for the purposes of the Fiscal Agent Agreement, combined capital and surplus of such
bank or trust company shall be deemed to be its combined capital and surplus as set forth in its most
recent report of condition so published.

The Fiscal Agent may at any time resign by giving written notice to the Agency and by giving to
the Owners notice by mail of such resignation. Upon receiving notice of such resignation, the Agency will
promptly appoint a successor Fiscal Agent by an instrument in writing. Any resignation or removal of the
Fiscal Agent shall become effective upon acceptance of appointment by the successor Fiscal Agent.

If no appointment of a successor Fiscal Agent shall be made within forty-five (45) days after the
Fiscal Agent shall have given to the Agency written notice or after a vacancy in the office of the Fiscal
Agent shall have occurred by reason of its inability to act, the Fiscal Agent or any Owner may apply to
any court of competent jurisdiction to appoint a successor Fiscal Agent. Said court may thereupon, after
such notice, if any, as such court may deem proper, appoint a successor Fiscal Agent.

If, by reason of the judgment of any court, or reasonable agency, the Fiscal Agent is rendered
unable to perform its duties under the Fiscal Agent Agreement, all such duties and all of the rights and
powers of the Fiscal Agent thereunder shall be assumed by and vest in the Finance Director of the Agency
in trust for the benefit of the Owners. In such event, the Finance Director may designate a successor
Fiscal Agent qualified to act as Fiscal Agent under the Fiscal Agent Agreement.

Modification or Amendment of the Fiscal Agent Agreement

The Fiscal Agent Agreement and the rights and obligations of the Agency and of the Owners
thereunder may be modified or amended at anytime by a Supplemental Agreement, without the consent of
any Owners, for any one or more of the following purposes:

(i) to add to the covenants and agreements of the Agency, other covenants and
agreements thereafter to be observed, or to limit or surrender any right or power reserved to or
conferred upon the Agency in the Fiscal Agent Agreement;

(i1) to make modifications not adversely affecting any outstanding series of Bonds of the
Agency in any material respect;

(i) to make such provisions for the purpose of curing any ambiguity, or of curing,
correcting or supplementing any defective provision contained in the Fiscal Agent Agreement, or
in regard to questions arising under the Fiscal Agent Agreement, as the Agency or the Fiscal
Agent may deem necessary or desirable and not inconsistent with the Fiscal Agent Agreement,
and which shall not materially adversely affect the rights of the Owners of the Bonds;

(iv) to make such additions, deletions or modifications as may be necessary or desirable
to assure exemption from gross federal income taxation of interest on the Bonds; and

(v) in connection with the issuance of Parity Bonds under the Fiscal Agreement.

The Fiscal Agent Agreement and the rights and obligations of the Agency and of the Owners of
the Bonds maybe modified or amended at any time by a Supplemental Agreement pursuant to the
affirmative vote at a meeting of Owners, or with the written consent without a meeting, of the Owners of
at least sixty percent (60%) in aggregate principal amount of the Bonds then outstanding. No such
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modification or amendment shall (i) extend the maturity of any Bond or reduce the interest rate thereon,
or otherwise alter or impair the obligation of the Agency to pay the principal of, and the interest and any
premium on, any Bond, without the express consent of the Owner of such Bond, or (ii) permit the creation
by the Agency of any pledge or lien upon the Special Taxes superior to or on a parity with the pledge and
lien created for the benefit of the Bonds (except as otherwise permitted by the Act, the laws of the State of
California or the Fiscal Agent Agreement), or (iii) reduce the percentage of Bonds required for the
amendment of the Fiscal Agent Agreement. Any such amendment may not modify any of the rights or
obligations of the Fiscal Agent without its written consent.

Discharge of the Fiscal Agent Agreement; Unclaimed Moneys

The Agency has the option to pay and discharge the entire indebtedness on all or any portion of
the Bonds outstanding in anyone or more of the following ways: (i) by well and truly paying or causing to
be paid the principal of, and interest and any premium on, such Bonds outstanding, as and when the same
become due and payable; (ii) by depositing with the Fiscal Agent, in trust, at or before maturity, money
which, together with the amounts then on deposit in the Reserve Fund and the Bond Fund is fully
sufficient to pay such Bonds outstanding, including all principal, interest and redemption premiums; or
(ii1) by irrevocably depositing with the Fiscal Agent, in trust, cash and Federal Securities in such amount
as the Agency shall determine as confirmed by Bond Counsel or an independent certified public
accountant will, together with the interest to accrue thereon and moneys then on deposit in the Reserve
Fund and the Bond Fund be fully sufficient to pay and discharge the indebtedness on such Bonds
(including all principal, interest and redemption premiums) at or before their respective maturity dates.

If the Agency shall have taken any of the actions specified in the preceding paragraph, and if such
Bonds are to be redeemed prior to the maturity thereof notice of such redemption shall have been given in
accordance with the Fiscal Agent Agreement or provision satisfactory to the Fiscal Agent shall have been
made for the giving of such notice, then, at the election of the Agency, and notwithstanding that any
Bonds shall not have been surrendered for payment, the pledge of the Special Taxes and other funds
provided for in the Fiscal Agent Agreement and all other obligations of the Agency thereunder with
respect to such Bonds outstanding shall cease and terminate.

Upon compliance by the Agency with the discharge provisions of the Fiscal Agent Agreement
with respect to all Bonds outstanding, and after payment of the fees and expenses of the Fiscal Agent, any
funds held by the Fiscal Agent, shall be paid over to the Agency and any Special Taxes thereafter
received by the Agency shall not be remitted to the Fiscal Agent but shall be retained by the Agency to be
used for any purpose permitted under the Act.

Moneys held by the Fiscal Agent in trust for the payment and discharge of the principal of, and
the interest and any premium on, the Bonds which remains unclaimed for two (2) years after the date
when the payments of such principal, interest and premium have become payable, if such moneys were
held by the Fiscal Agent at such date, shall be repaid by the Fiscal Agent to the Agency as its absolute
property free from any trust, and the Fiscal Agent will thereupon be released and discharged with respect
thereto and the Owners must look only to the Agency for the payment of the principal of, and interest and
any premium on, such Bonds.
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SUMMARY OF CERTAIN PROVISIONS OF SUPPLEMENTAL
AGREEMENT NO. 1 TO THE FISCAL AGENT AGREEMENT

Definitions

“2002 Costs of Issuance” means items of expense payable or reimbursable directly or indirectly
by the Agency and related to the authorization, sale and issuance of the Series 2002-South Bonds, which
items of expense shall include, but not be limited to, printing costs, costs of reproducing and binding
documents, closing costs, filing and recording fees, initial fees and charges of the Fiscal Agent including
its first annual administration fee, expenses incurred by the Agency or Catellus in connection with the
issuance of the Series 2002-South Bonds, special tax consultant fees and expenses, preliminary
engineering fees and expenses, Bond (underwriter’s) discount, legal fees and charges, including bond
counsel, financial consultants’ fees, charges for execution, transportation and safekeeping of the Series
2002-South Bonds and other costs, charges and fees in connection with the foregoing. “2002 Costs of
Issuance” shall include reimbursable amounts described in the Acquisition Agreement.

“2002 Costs of Issuance Fund” means the fund by that name established and held by the Fiscal
Agent pursuant to the Fiscal Agent Agreement.

Terms of the Series 2002 Parity-South Bonds

Supplemental Agreement No. 1 sets forth the terms of the Series 2002 Parity-South Bonds, most
of which terms are described earlier in the Official Statement under “THE 2002 BONDS—Description of
the Bonds.”

Application of Proceeds of Sale of Series 2002 Parity-South Bonds

Upon the receipt of payment for the Series 2002 Parity-South Bonds on the delivery date the
proceeds from the sale of the Series 2002 Parity-South Bonds will be deposited into certain of the funds
and accounts as set forth in the Official Statement under “SOURCES AND USES OF FUNDS.”

2002 Costs of Issuance Fund

Amounts in the 2002 Costs of Issuance Fund will be disbursed from time to time to pay 2002
Costs of Issuance, as set forth in a requisition containing respective amounts to be paid to the designated
payees, signed by the Finance Director and delivered to the Fiscal Agent concurrently with the delivery of
the Series 2002 Parity-South Bonds. The Fiscal Agent will maintain the 2002 Costs of Issuance Fund for
a period of 90 days from the date of delivery of the Series 2002 Parity-South Bonds and then will transfer
any moneys remaining therein, including any investment earnings thereon, to the Administrative Expense
Fund. Following the disbursement of all amounts in the 2002 Costs of Issuance Fund, the 2002 Costs of
Issuance Fund shall be closed.

Security for Series 2002 Parity-South Bonds

The Series 2002 Parity-South Bonds shall be secured in the manner set forth in the Fiscal Agent
Agreement and as set forth in the Official Statement under “SOURCES OF PAYMENT FOR THE 2002
BONDS
Establishment of Funds

Supplemental Agreement No. 1 establishes the following subaccounts:
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Subaccounts of Bonds Proceeds Account and Project Supervision Account

Created within the Bonds Proceeds Account and within the Project Supervision Account are
separate subaccounts designated as the “2002 Subaccount” of the respective account, which subaccounts
are established for purposes of accounting for the use and disposition of Series 2002 Parity-South Bonds,
a portion of the proceeds of which will be deposited to such 2002 Subaccounts pursuant to Supplemental
Agreement No. 1 and, amounts in such subaccounts shall for all purposes be deemed to be part of the
amounts on deposit in the respective accounts to which they pertain until disbursed in accordance with
Supplemental Agreement No. 1.

2001 South Bonds proceeds deposited to the Bond Proceeds Account and the Project Supervision
Account pursuant to the Fiscal Agreement, and any investment earnings thereon, to satisfy draws on such
accounts, respectively, shall be used prior to using amounts deposited to the 2002 Subaccounts
established within such accounts and any investment earnings on amounts in such 2002 Subaccounts.

Subaccount of Reserve Fund

Created within the Reserve Fund is a separate subaccount designated as the “2002 Subaccount”
which subaccount is established for purposes of accounting for the use and disposition of Series 2002
Parity-South Bonds, a portion of the proceeds of which will be deposited to such 2002 Subaccount
pursuant to Supplemental Agreement No. 1, and amounts in such 2002 Subaccount shall for all purposes
of the Fiscal Agreement be deemed to be part of the amounts on deposit in the Reserve Fund and amounts
in such 2002 Subaccount and any earnings thereon in such 2002 Subaccount shall be @awn upon pro rata
with all other amounts into the Reserve Fund whenever a draw is made on the Reserve Fund under the
Fiscal Agreement.

Subaccount of Capitalized Interest Account

Created within the Capitalized Interest Account is a separate subaccount designated as the “2002
Subaccount” which subaccount is hereby established for purposes of accounting for the disposition of
Series 2002 Parity-South Bonds, a portion of the proceeds of which will be deposited in to such 2002
Subaccount pursuant to Supplemental Agreement No. 1 and, except for disbursements in accordance with
the Fiscal Agent Agreement, amounts in such 2002 Subaccount shall for all purposes of the Fiscal Agent
Agreement be deemed to be part of the amounts on deposit in the Capitalized Interest Account.”

Proceeds of the 2001 South Bonds deposited to the Capitalized Interest Account pursuant to the
Fiscal Agent Agreement and any investment earnings thereon shall be used solely to make payments on
the Series 2001 South Bonds, and proceeds of the Series 2002 Parity-South Bonds deposited pursuant to
Supplemental Agreement No. 1 to the 2002 Subaccount of the Capitalized Interest Account and any
investment earning thereon shall be applied solely to make payments on the Series 2002 Parity-South
Bonds as follows:

February 1, 2003, August 1, 2003, The amount necessary, taking into account any

February 1, 2004 and August 1,2004 amounts then on deposit in the Bond Fund available for
such purpose, to pay interest on the Series 2002 Parity-
South Bonds on the Interest Payment Date which
occurs on such date.

February 1,2005 All amounts then on deposit in the Capitalized Interest
Account.
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SUMMARY OF CERTAIN PROVISIONS OF SUPPLEMENTAL
AGREEMENT NO. 2 TO THE FISCAL AGENT AGREEMENT

Definitions

“2005 Costs of Issuance” means items of expense payable or reimbursable directly or indirectly
by the Agency and related to the authorization, sale and issuance of the Series 2005 Parity-South Bonds,
which items of expense shall include, but not be limited to, printing costs, costs of reproducing and
binding documents, closing costs, filing and recording fees, initial fees and charges of the Fiscal Agent
including its first annual administration fee, expenses incurred by the Agency, Catellus or FOCIL-MB,
LLC (or any other owner of property in the District) in connection with the issuance of the Series 2005
Parity-South Bonds, special tax consultant fees and expenses, preliminary engineering fees and expenses,
Bond (underwriter’s) discount, legal fees and charges, including bond counsel, disclosure counsel,
financial consultants’ fees, charges for execution, transportation and safekeeping of the Series 2005
Parity-South Bonds and other costs, charges and fees in connection with the foregoing. “2005 Costs of
Issuance” shall include reimbursable amounts described in the Acquisition Agreement.

“2005 Costs of Issuance Fund” means the fund by that name established and held by the Fiscal
Agent pursuant to the Fiscal Agent Agreement.

Terms of the Series 2005 Parity-South Bonds

Supplemental Agreement No. 2 sets forth the terms of the Series 2005 Parity-South Bonds, most
of which terms are described earlier in the Official Statement under the heading “THE 2005 BONDS.”

Application of Proceeds of Sale of Series 2005 Parity-South Bonds

Upon the receipt of payment for the Series 2005 Parity-South Bonds on the delivery date the
proceeds from the sale of the Series 2005 Parity-South Bonds will be deposited into certain of the funds
and accounts as set forth in the Official Statement under the heading “SOURCES AND USES OF
FUNDS.”

2005 Costs of Issuance Fund

Amounts in the 2005 Costs of Issuance Fund will be disbursed from time to time to pay 2005
Costs of Issuance, as set forth in a requisition containing respective amounts to be paid to the designated
payees, signed by the Finance Director and delivered to the Fiscal Agent concurrently with the delivery of
the Series 2005 Parity-South Bonds. The Fiscal Agent will maintain the 2005 Costs of Issuance Fund for
a period of approximately 6 months from the date of delivery of the Series 2002 Parity-South Bonds and
then will transfer any moneys remaining therein, including any investment earnings thereon, to the Bond
Fund. Following the disbursement of all amounts in the 2005 Costs of Issuance Fund, the 2005 Costs of
Issuance Fund shall be closed.

Security for Series 2005 Parity-South Bonds

The Series 2005 Parity-South Bonds shall be secured in the manner set forth in the Fiscal Agent
Agreement and as set forth in the Official Statement under the heading “SECURITY AND SOURCES
OF PAYMENT FOR THE 2005 BONDS.”
Establishment of Funds

Supplemental Agreement No. 2 establishes the following subaccounts:
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Subaccounts of Bonds Proceeds Account and Project Supervision Account

Created within the Bonds Proceeds Account and within the Project Supervision Account are
separate subaccounts designated as the “2005 Subaccount” of the respective account, which subaccounts
are established for purposes of accounting for the use and disposition of Series 2005 Parity-South Bonds,
a portion of the proceeds of which will be deposited to such 2005 Subaccounts pursuant to Supplemental
Agreement No. 2, and amounts in such subaccounts shall for all purposes be deemed to be part of the
amounts on deposit in the respective accounts to which they pertain until disbursed in accordance with
Supplemental Agreement No. 2.

Subaccount of Reserve Fund

Created within the Reserve Fund is a separate subaccount designated as the “2005 Subaccount”
which subaccount is established for purposes of accounting for the use and disposition of Series 2005
Parity-South Bonds, a portion of the proceeds of which will be deposited to such 2005 Subaccount
pursuant to Supplemental Agreement No. 2, and amounts in such 2005 Subaccount shall for all purposes
of the Fiscal Agreement be deemed to be part of the amounts on deposit in the Reserve Fund and amounts
in such 2002 Subaccount and any earnings thereon in such 2002 Subaccount shall be drawn upon pro rata
with all other amounts into the Reserve Fund whenever a draw is made on the Reserve Fund under the
Fiscal Agreement.
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APPRAISAL OF
Mission Bay South
Community Facilities District No. 6
San Francisco, California

A Mixed-Use Development Site & Related Developed Property

AT THE REQUEST OF

SAN FRANCISCO REDEVELOPMENT AGENCY
770 Golden Gate Avenue
San Francisco, California 94102

AS OF

June 1, 2005

PREPARED BY

HAMILTON, RICCI & ASSOCIATES, INC.
930 Montgomery Street, Suite 300
San Francisco, CA 94133



. AT P LL ol T B
HAMILTON, f['i'[ & ASSOCIATES, INC., 930 MONTGOMERY 5T, 4TH FLOOR SAN FRANCISCO, CA 94133 415 788.7723 FAX 415 3947778
June 1, 2005 25-05-047

Ms. Amy Neches

Senior Project Manager

SAN FRANCISCO REDEVELOPMENT AGENCY
770 Golden Gate Avenue

San Francisco, California 94102

RE: Mission Bay South
Community Facilities District No. 6
San Francisco, California

Dear Ms. Neches:

At your request and authorization, Hamilton, Ricci & Associates, Inc., has appraised Mission Bay
South (CFD No. 6), a 62 taxable acre development site in San Francisco, California. The subject
property is entitled (or proposed to be entitled) for development of 3,476,347 square feet of
biotech/R&D space, 1,935 residential units, a 500-room hotel, a hospital facility and related retail
and parking structures. The property is further improved with a 280,000 square foot office building
leased to The GAP (GAP Building) and a 180,000 square foot research building.

The purpose of the following appraisal is to estimate the aggregate bulk sale value of the fee
simple interest and leased fee interests in the subject property. The function of this appraisal is for
use by the Agency in preparation of a tax-exempt municipal bond issue.

In the course of our investigation, we have inspected the subject propery, including the
improvements, the site, and the surrounding neighborhood in which it is located. In our valuation
analysis we have utilized the Sales Comparison and Income Approaches to value as well as the
discounted cash flow method. The following appraisal constitutes a Complete Appraisal in a self-
contained format.

Based on our investigation and analysis, and subject to the Special Limiting Conditions and Critical
Assumptions attached herewith, it is our opinion that the aggregate bulk sale value of the fee
simple interest in the subject property’s development land and the leased fee interest in the GAP
Building, as of June 1, 2005, is:

FOUR HUNDRED SEVENTY MILLION DOLLARS
(5470,000,000)

Ms. Amy Meches
June 1, 2005
Page 2

The subject property's marketing and exposure time is estimated to be 12 to 18 months

The report that follows contains a summary of our investigation and analysis. The conclusions
contained herein are subject to the limiting conditions attached. This report has been produced in
conformity with the Uniform Standards of Professional Practice (USPAP) of the Appraisal
Foundation, and is subject to the requirements of the Code of Ethics and the Standards of
Professional Appraisal Practice of the Appraisal Institute. This report also conforms to the appraisal
standards for land secured bonds of the California Debt and Investment Advisory Commission
(CDIAC).

Certified General Appraiser
Callfornia Certificate #AG009469

Tax ID 94-3190470
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STATEMENT OF LIMITING CONDITIONS

Date and definitions of value, together with other definitions and assumptions on which our
analyses are based, are set forth in appropriate sections of this report. These are to be
considered part of these limiting conditions as if included here in their entirety.

The conclusions stated herein, including values which are expressed in terms of the U.S.
Dollar, apply only as of the date of value and are based on prevailing physical and economic
conditions and available information at that time. No representation is made as to the effect
of subsequent events.

Title to the property is assumed to be marketable and free and clear of all liens,
encumbrances, easements and restrictions except those specifically discussed in the report.
The property is appraised assuming it to be under responsible ownership and competent
management, and available for its highest and best use.

All facts and data set forth in this report are true and accurate to the best of the appraiser's
knowledge and belief. The appraisal is based upon the assumption that data which is of
public record or which has been secured through interviews with owners, agents or other
informed persons is true and correct. The appraisers reserve the right to make appropriate
revisions in the event of discovery of additional or more accurate data.

The appraiser reserves the right to make such adjustments to the analyses, opinions and
conclusions set forth in this report as may be required by consideration of additional data or
more reliable data that may become available.

The appraiser assumes no responsibility for hidden or unapparent conditions of the property,
subsoil, or structures that render it more or less valuable. No responsibility is assumed for
arranging for engineering studies that may be required to discover them.

The property is appraised assuming it to be in full compliance with all applicable federal,
state, and local environmental regulations and laws, unless otherwise stated.

The property is appraised assuming that all applicable zoning and use regulations and
restrictions have been complied with, unless otherwise stated.

The property is appraised assuming that all required licenses, certificates of occupancy,
consents, or other legislative or administrative authority from any local, state, or national
government or private entity or organization have been or can be obtained or renewed for any
use on which the value estimate contained in this report is based, unless otherwise stated.

No engineering survey has been made by the appraiser. Except as specifically stated, data
relative to size and area was taken from sources considered reliable and no encroachment of
real property improvements is considered to exist.

Unless otherwise stated in this report, the existence of hazardous material, which may or may
not be present on the property, was not observed by the appraiser. The appraiser has no
knowledge of the existence of such materials on or in the property. The appraiser, however,
is not qualified to detect such substances. The presence of substances such as asbestos,
urea-formaldehyde foam insulation, or other potentially hazardous materials may affect the
value of the property. The value estimate is predicated on the assumption that there is no
such material on or in the property that would cause a loss in value. No responsibility is
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assumed for any such conditions, or for any expertise or engineering knowledge required to
discover them. The client is urged to retain an expert in this field, if desired.

Since earthquakes are not uncommon in the area, no responsibility is assumed due to their
possible effect on individual properties, unless detailed geologic reports are made available.

This appraisal covers only the real property described herein. Unless specifically stated to
the contrary, it does not include consideration of mineral rights or related right of entry, nor
personal property or the removal thereof. Values reported herein are not intended to be valid
in any other context, nor are any conclusions as to unit values applicable to any other
property or utilization than that specifically identified herein.

By reason of this assignment, testimony or attendance in court or at any government or other
hearing with reference to the property is not required without prior arrangements having been
made relative to such additional employment.

No opinion is expressed as to the value of subsurface oil, gas or mineral rights or whether the
property is subject to surface entry for the exploration or removal of such materials except as
is expressly stated.

Maps, plats and exhibits included in this report are for illustration only as an aid in visualizing
matters discussed within the report. They should not be considered as surveys or relied upon
for any other purpose, nor should they be removed from, reproduced, or used apart from the
report.

No opinion is intended to be expressed for matters that require legal expertise or specialized
investigation or knowledge beyond that customarily employed by real estate appraisers.

The distribution, if any, of the total valuation in this report between land and improvements
applies only under the stated program of utilization. The separate allocations for land and
buildings must not be used in conjunction with any other appraisal and are invalid if so used.

Disclosure of the contents of this report is governed by the By-Laws and Regulations of the
Appraisal Institute. Neither all nor any part of the contents of this report (especially the
conclusions as to value, the identity of the appraiser or the firm with which he is connected, or
any reference to the Appraisal Institute or the MAI designation) shall be disseminated to the
public through advertising media, public relations media, news media, sales media or any
other public means of communication, without prior written consent and approval of the
authors.

SPECIAL LIMITING CONDITIONS AND CRITICAL ASSUMPTIONS

The appraisers were not provided a copy of the subject’s Preliminary Title Report. A legal
description of the subject property appears in the Addendum. Title to the property is
assumed to be marketable, and free and clear of all liens, encumbrances, easements and
restrictions, except those specifically discussed in the report.

Unless otherwise stated in this report, compliance with the requirements of the Americans
with Disabilities Act of 1990 (ADA) has not been considered in arriving at the opinion of
value stated herein. Failure to comply with the requirements of the ADA may negatively
impact the value of the property. The appraisers recommend that an expert in the field be
retained should there be any concerns regarding the subject property and compliance with
ADA.

Building and lot sizes are based on information provided by Catellus (or the Developer) and
on architectural site drawings and specifications submitted. Descriptions of the
improvements are based on physical inspection of the buildings and information provided by
the Developer. The Developer-provided information was of significant importance in
estimating building and site areas, and this information is assumed to be accurate.

A summary of the environmental conditions and approvals regarding the subject property is
located in the addenda to the report. No evidence of toxic contamination or hazardous
waste was observed during our on-site inspection, however, the appraisers are not qualified
to detect or advise on such matters, and offer no warranty or opinion. The appraisers are
not qualified to make any judgments regarding toxic contamination. Furthermore, the
values estimated in this report assume the subject site(s) will not require special
remediation costs prior to development.

At the express direction of the Client, the appraisal considers five value elements
comprising the aggregate bulk sale value. The value elements are (1) the fee simple
interest of the land interests held by FOCIL-MB, (2) the fee simple interest in the land
interests held by wholly owned affiliates of Alexandria Real Estate Equities (AREE), (3) the
leased fee interest of the GAP property, (4) the fee simple interest of the Gladstone
Institutes (Gladstone) property, and (5) the leased fee interest in the lands comprising the
UCSF Hospital site. The sum of these five value elements comprises the subject’'s
aggregate bulk sale value.

At the express direction of the Client, the following valuation methodologies are used for the
AREE, GAP, Gladstone and UCSF Hospital parcels. The actual bulk sale price recently
transacted is used to estimate AREE’s interests. A prior appraisal (performed by Hamilton,
Ricci & Associates in 2002) and consideration of market changes since its date of value is
used to estimate the leased fee interest in the GAP property. Construction costs and
estimated land value via sales comparison is used to estimate the fee simple interest in the
Gladstone property. Finally, a capitalized analysis is used to estimate the leased fee
interest in the UCSF hospital land.



10.

UCSF has signed an option to enter into a ground lease for CFD-6 land that will be
improved with a hospital. A variety of contingencies and negotiated issues must be
resolved before execution of the ground lease happens. The general time frame for the
contingencies and issues to be resolved is approximately seven months from the date of
value of this report. Discussions with municipal officials involved in the negotiations report
that the execution of the ground lease is ‘very likely.” The estimated value of the lease as
appraised in this report is dependent on the lease being executed. The value concluded
assumes the lease is executed.

Portions of the discounted cash flow analysis (DCF) relied on information provided by
Catellus and Goodwin Consulting Group, a redevelopment increment tax consultant working
for Catellus. The information provided had material impact on the value concluded. The
information is assumed to be accurate.

Catellus is in the final stages of transferring ownership of Block 40 to FOCIL-MB. The
transaction participants report that the transfer will be completed by the third week of June,
2005. Given the likelihood of this ownership transfer occurring, this report assumes FOCIL-
MB is the owner of Block 40.

INTRODUCTION

Identification

The subject property is known as the Mission Bay South Redevelopment Project Area (Mission Bay
South) or the Community Facilities District No. 6 (CFD No. 6) of the City and County of San
Francisco, California. This is a major mixed-use redevelopment area located approximately 1.5
miles south of San Francisco’s Central Business District (CBD). CFD No. 6 contains approximately
62 taxable acres and is entitled (or proposed to be entitled) for development of 3,476,347 square
feet of biotech/R&D space, 1,935 residential units, a 500-room hotel, a hospital facility and related
retail, open space and parking structures. The property is further improved with a 280,000 square
foot office building leased to The GAP (GAP Building) and a 180,000 square foot research building.
The subject property is bounded by the Mission Creek Channel to the north, Mariposa Street to the

south, 7" Street to the west, and the San Francisco Bay to the east.

Purpose of the Appraisal

The purpose of the appraisal assignment is to estimate the aggregate bulk sale value of the fee
simple, and leased fee interests of the subject property. At the express direction of the Client, the
appraisal considers five value elements comprising the aggregate bulk sale value. The value
elements are (1) the fee simple interest of the land interests held by FOCIL-MB, (2) the fee simple
interest in the land interests held by wholly owned affiliates of Alexandria Real Estate Equities
(AREE), (3) the leased fee interest of the GAP property, (4) the fee simple interest of the Gladstone
Institutes (Gladstone) property, and (5) the leased fee interest in the lands comprising the UCSF
Hospital site. The sum of these five value elements comprises the subject’s aggregate bulk sale

value.

Function of the Appraisal

The function of this appraisal is for the use of the San Francisco Redevelopment Agency in

preparation of a tax-exempt municipal bond issue.

Property Rights Appraised

The property rights appraised are the fee simple interest in the subject property’s development land
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and Gladstone property, the leased fee interest in the GAP property and the leased fee interest in
the lands comprising the UCSF Hospital site. Property rights are defined in the definitions section

of this report.

Date of Inspection

The date of inspection is May 22, 2005.

Date of Appraised Value

At the request of the client, the effective date of the market values estimated in this report is, June
1, 2005.

Competency

Hamilton, Ricci & Associates, Inc. has extensive experience in the appraisal of development land,
special purpose buildings, ground leases and office buildings in the San Francisco Bay Area and no

steps to competency were required.

Property Sales History

The owners of the majority of the real property within CFD No. 6. are Catellus Operating Limited
Partnership and its affiliates (Catellus) and FOCIL-MB, an entity that has a relationship with
Catellus. In March of 2001, Catellus sold a 1.37-acre parcel within the CFD to the J. Gladstone
Institutes for a total of $12,600,000 (see office land sale 4). Gladstone has since improved the
property with a medical and life science research facility. In 2001 Catellus entered into a long-term
lease with the GAP and constructed a 280,000 square foot build-to-suit office building on Block 28.
The building was completed in late 2002. The tenant has not occupied the building in the interim,
but has continued to pay rent to Catellus. The GAP property is included in the aggregate bulk value
at its estimated market value based on the prior appraisal performed by Hamilton Ricci &
Associates (2002), with adjustments made for current market conditions. Catellus transferred most
of its CFD-6 land to FOCIL-MB in a transaction that took place in late-2004. FOCIL-MB is
controlled by Farallon Capital Management LLC, a large San Francisco based hedge fund. Catellus
retained three parcels in name comprising 9.4 acres that will be ground leased to UCSF for the
construction of a new hospital facility. As discussed in the Special Limiting Conditions & Critical
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Assumptions section at the beginning of the report, Block 40, a 3.4 acre site entitled for the
construction of 480,000 square feet of bio-tech office space, is about to be transferred from Catellus
to FOCIL-MB. For purposes of ownership recording, this transaction is assumed to be complete.
The hospital site’s leased fee value utilizes a capitalized analysis appearing later. FOCIL-MB is in
contract to sell five parcels of residential land to Bosa Development Corp with entitlements for the
construction of 1,485 condominium units; one sale is pending and the remaining have future
obligation dates ranging to 2008. Since only one of these contracted sales is pending, and the
remainder represents options to purchase, the Bosa parcels are included in the (DCF) bulk sales
analysis. Due to confidentiality, the contracted Bosa sales are displayed in aggregate format. 12 of
the CFD-6 bio-tech office parcels were sold to AREE by Catellus/FOCIL-MB in transactions
occurring between September of 2004 and February of 2005; the parcels are entitled for the
construction of approximately 2.15 million square feet of bio-tech office space. This sale is treated
as a bulk sale in this appraisal report. A summary of the sales appears below, and some appear
later as comparable sales in the Land Sales Summary. A summary of current ownership appears
later in this report. There are no other known sales of the subject property within three years from

the date of this appraisal. There are no other known listings, offers or options on the subject

property.
SOUTH OF CHANNEL SUMMARY OF LAND TRANSACTIONS

$/Unit Sale
Area Planning Block-Parcel Type Density’  Acres® Date Price® $/FAR __ Buyer Seller Status
South 41-43;134567 Bio-Tech 508,000 75 Sep-04 $31,000,000 $61  Alexandria REE  Catellus Closed
South 29-32 Bio-Tech 935,000 53 Oct-04 $50,425,000 $54  AlexandriaREE  Catellus Closed
South 26-1,2,3,27-1,2,3 Bio-Tech 705,000 36 Feb-05 $31,725,000 $45 Alexandria REE FOCIL-MB  Closed
South 10A Condo 112 16 May-05 $10,438,000 $93,196  Bosa Dev Corp FOCIL-MB  Pending
South 2,10,11,128&13 Condo 1376 94 Varies $144863200  $105278  Bosa Dev Corp FOCIL-MB  Contract

Notes:
(1) For commercial land; FAR. For residential land; no. units.

(2) Acreage s net of parking garage land, and in some instances is gross vs. net buildable.

(3) The sale of Blocks 29 - 32 to AREE is subject to an environmental remediation hold-back. The price ultimately paid may range from a low of $48.125 million to $50.425 million.

Scope of the Appraisal

At the express direction of the Client, the appraisal considers five value elements comprising the

aggregate bulk sale value. The value elements are (1) the fee simple interest of the land interests
held by FOCIL-MB and Catellus, (2) the fee simple interest in the land interests held by AREE, (3)
the leased fee interest of the GAP property, (4) the fee simple interest of the Gladstone Institutes

(Gladstone) property, and (5) the leased fee interest in the lands comprising the UCSF Hospital site.
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The sum of these five value elements comprises the subject’'s aggregate bulk sale value. A
combination of sales analysis and DCF analysis is used to estimate the land interests held by
FOCIL-MB. The actual bulk sale is used to estimate AREE’s interests. A prior appraisal and
consideration of market changes since its date of value are used to estimate the leased fee interest
in the GAP property. Construction costs and estimated land value via sales comparison is used to
estimate the fee simple interest in the Gladstone property. Finally, a capitalized analysis is used to
estimate the leased fee interest in the UCSF hospital land. Based on the foregoing, this report
constitutes a Complete Appraisal in a self-contained format. The appraisers reviewed County
records and talked with brokers, appraisers, buyers and sellers, to find comparable sales and
applicable land capitalization rates. The appraisers reviewed published data and interviewed
investment participants to estimate an appropriate discount rate for use in the DCF. All

comparables were confirmed with principals or participatory agents, and were inspected.

Marketing Time and Exposure Times

To estimate the marketing and exposure time for the subject property, we have considered the
marketing times indicated by the comparable sales, as well as the indication of brokers familiar with
development land sales in the area. These brokers indicated that a reasonably priced property
would require a marketing period of between twelve and eighteen months. Our estimate of market
value is considered to be competitive and we have estimated the marketing time for the
development land at 12 to 18 months. To estimate the marketing and exposure time for the GAP
building, the appraisers considered the marketing times indicated by the comparable office sales, as
well as the indication of brokers familiar with development land sales in the area (see information
sources in the Sales Comparison Approach). Marketing times typically varied from two to nine
months for the sales in our survey. Overall, the estimated marketing and exposure time for the
GAP building is estimated at less than 12 months. The estimated marketing time for the Gladstone

property is also estimated to be 12 months or less.
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DEFINITIONS
Market Value

"Market value" means the most probable price which a property should bring in a competitive and
open market under all conditions requisite to a fair sale, the buyer and seller each acting prudently
and knowledgeably, and assuming the price is not affected by undue stimulus. Implicit in this
definition is the consummation of a sale as of a specified date and the passing of title from seller to

buyer under conditions whereby:

1. buyer and seller are typically motivated;

2. both parties are well informed or well advised, and acting in what they consider their
own best interests;

3. a reasonable time is allowed for exposure in the open market;

4. payment is made in terms of cash in United States dollars or in terms of financial
arrangements comparable thereto; and

5. the price represents the normal consideration for the property sold unaffected by
special or creative financing or sales concessions granted by anyone associated
with the sale.(USPAP, 1999 edition)’

Fee Simple Interest
The term "fee simple interest" is defined:

“Absolute ownership unencumbered by any other interest or estate, subject only to the limitations
imposed by the governmental powers of taxation, eminent domain, police power, and escheat,”

"USPAP 99, Uniform Standards of Professional Appraisal Practice, 1999 Edition (Washington: Appraisal
Standards Board of the Appraisal Foundation, March 1999) p. 139

2The Dictionary of Real Estate Appraisal, Fourth Edition (Chicago: Appraisal Institute, 2002), p. 113.
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Leased Fee Interest

The term "leased fee interest" is defined:

“An ownership interest held by a landlord with the rights of use and occupancy conveyed by lease
to others. The rights of the lessor (the leased fee owner) and the lessee are specified by contract
terms contained within the lease.”

Bulk Sale Value

"Bulk Sale Value" means the most probable price, in a sale of all parcels within a tract or
development project, to a single purchaser or sales to multiple buyers, over a reasonable
absorption period discounted to a present value, as of a specified date, in cash, orin terms
equivalent to cash, for which the property rights should sell after reasonable exposure, in a
competitive market under all conditions requisite to a fair sale, with buyer and seller each
acting prudently, knowledgeably, and for self interest, and assuming that neither is under
undue stress.*

3The Dictionary of Real Estate Appraisal, Fourth Edition (Chicago: Appraisal Institute, 2002), p. 161.

4 Appraisal Standards for Land-Secured Financings, California Debt Advisory Commission, CDAC 94-6, May
1994, page 9.
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REGIONAL DESCRIPTION

San Francisco is the economic and cultural center of the nine-county Bay Area, a region with a
population of approximately 7.1 million people, and the fourth largest metropolitan area in the
United States.

The City and County of San Francisco, sharing identical geographic boundaries, comprise a
peninsula containing 47 square miles. San Francisco is bordered on the west by the Pacific Ocean,
on the north by the straits of the Golden Gate joining the Pacific Ocean and San Francisco Bay, on
the east by San Francisco Bay, and on the south by San Mateo County.

The Bay Area has a diverse and balanced economic base. San Francisco is a center for service
industries: city, state, and federal government; public and private health care; finance; insurance;
real estate; and support services such as law, accounting and architecture. The height of the dot-
com boom in the late 1990’s saw the Bay Area’s economy flourish with an influx of Internet and
multimedia companies, especially in the South of Market area (SOMA) of San Francisco. However,
significant changes in the economy have left many dot-com companies without profit or investment
capital and the effects are seen throughout the regional and national economies. The East Bay
cities of Oakland, Richmond and Hayward are industrial centers, providing most of the region's
manufacturing base, distribution services and port facilities. Santa Clara County, particularly the
cities of Palo Alto, Sunnyvale and San Jose, comprises a commercial region known as Silicon
Valley. The Silicon Valley is a national center for research, development, manufacturing and
distribution of computer, software and communications related goods and services. In addition,
biotechnology enterprise represents the fastest growing industry, and is of strategic importance to
the communities surrounding the Bay Area's preeminent research institutions; the University of
California at Berkeley, University of California at San Francisco (UCSF), and Stanford University.

Population

In 2000, the Bay Area’s total population was approximately 6.8 million persons. In 2010 the
population is estimated to increase to 7.4 million persons, representing a compound annual
increase of 0.90%. By 2015 the population is projected to increase to approximately 7.7 million
persons, representing a compound annual increase of 0.87%. Current growth in this region is
primarily in the East Bay-Contra Costa County with growth spikes predicted for Santa Clara and
Solano Counties as well. ABAG predicts that the population in the City of San Francisco will sustain
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moderate growth compared to the remainder of the region due primarily to the fully built out nature
of the city. However, it should be noted that recent construction projects, like the Mission Bay
redevelopment project, will transform a significant amount of real estate and consequently, increase
the number of households and commercial enterprises. The table below presents historic and
projected population growth patterns for San Francisco in relation to other Bay Area Counties.

Bay Region Population

Ann. % Ann. % Ann. %

2000 2010 Change 2015 Change 2020 Change

(Alameda 1,443,741 1,684,500 0.93% 1,648,800 0.80% 1,714,500 0.78%
Contra Costa 948,816 1,055,600 1.07% 1,102,300 0.87% 1,150,900 0.87%
Marin 247,289 258,500 0.44% 268,700 0.78% 275,000 0.46%
Napa 124,279 139,700 1.18% 144,800 0.72% 148,100 0.45%
San Francisco 776,733 810,700 0.43% 825,800 0.37% 859,200 0.80%
San Mateo 707,163 741,000 0.47% 773,900 0.87% 806,500 0.83%
Santa Clara 1,682,585 1,855,500 0.98% 1,959,100 1.09% 2,073,300 1.14%
Solano 394,542 466,100 1.68% 504,500 1.60% 532,400 1.08%
Sonoma 458,614 508,000 1.03% 521,200 0.51% 534,100 0.49%
Total 6,783,762 7,419,600 0.90% 7,749,100 0.87% 8,094,000 087%

Source: ABAG - Projections 2005

Of the various factors impeding population growth in San Francisco, people’s ability to afford
housing has been among the top factors cited. When comparing household incomes with housing
costs, San Francisco remains one of the least affordable areas in the Nation. Lack of buildable land
within the City is often cited as another factor contributing to decline in growth rate. Buildable land
within the City and County has, with few exceptions, been improved. Due to the peninsula's
geographic constraints and the saturation of development, new development in San Francisco

relies primarily on displacement of older improvements.

Employment

The following table displays the breakdown of jobs in San Francisco County in relation to the 9-

county Bay Area region.

Employment by Industry Group

Industry San Francisco County Bay Area Region

2005 2010 2015 2020 2005 2010 2015 2020
[Agriculture & Natural Resources 1,020 1,020 1,020 1,020 24,470 24,670 24,870 25,070)
Construction 30,000 32,790 36,410 40210 226,380 246,380 268,830 292,530
Manufacturing & Wholesale 26,500 28,860 31,720 34,960 557,480 602,420 647,230 694,670
Retail 47,210 51,640 56,240 61,350 364,870 397,870 430,670 464,470
Transportation & Utilities 31,150 31,530 32,150 32,830 172,080 181,780 189,420 196,970)
information 40,700 44,660 48,640 52,570 166,440 182,740 200,790 221,140
Financing & Leasing 83,010 89,730 95,950 102,070 289,850 315,600 337,150 361,860
Professional & Managerial Services 105,210 114,760 124,750 135,050 520,320 571,540 623,690 674,700
Health & Education Services 94,500 102,160 110,130 117,540 634,690 700,070 759,790 816,980
Arts, Recreation & Other Services 89,000 97,330 105,070 112,130 423,440 466,280 507,370 547,800
[Government 27,500 29,570 31,790 33,940 136,940 147,190 157,440 167,440)
[Totals 575,800 624,050 673,870 723,670 3516,960 3,836,540 4,147,250 4,463,630

Source: ABAG - Projections 2005
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Overall, the economy of the region, as well as that of San Francisco County, can be characterized
as a service oriented economy. The presence of UC Berkeley, UCSF and Stanford University has
fostered a close relationship between academic research and business applications particularly in
the biotechnology and high technology fields. Silicon Valley in the southern end of the Bay Area
region is generally regarded as the nation’s, if not the world’s, high technology center. Leading
manufacturing companies, which are headquartered in Silicon Valley include: Hewlett Packard,
Intel, Cisco Systems and Sun Microsystems. Software related businesses are also a large
employer in the region that includes companies such as: Oracle; Sybase and Autodesk. Lastly,
Northern San Mateo County and the Berkeley/Emeryville area have large concentrations of

biotechnology uses centered on industry leaders Genentech, Chiron and a variety of larger

companies.
San Francisco County Industry Breakdown
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San Francisco’s economy is dominated by two sectors, tourism and financial services. In recent
years, healthcare and educational institutions have grown to become important sectors as well.
Due to San Francisco’s draw as a major tourist attraction for both recreational and business
travelers, tourism is a major component of the local economy. Economists estimate that the tourism
is directly responsible for more than 60,000 jobs in the San Francisco economy with hotels,
restaurants, and retail establishments the primary beneficiaries of the tourist trade. Tourism was
negatively affected by the earthquake in 1989 as it coincided with a decline is general business
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travel due to the 1990-1994 recession. In the 1995-2000 period, business travel to the city
increased due to expansions at Moscone Center and the general economic recovery. Furthermore,
San Francisco has returned as a favored vacation destination for national and international pleasure
travel. However, since early 2000, this trend has reversed in conjunction with slower economic
conditions in the region and hotel vacancy and tourist related businesses have consequently been
negatively impacted.

Secondly, San Francisco is considered to be the financial hub of the west coast as many national
and regional banks have their headquarters downtown. While the two primary banks
headquartered in San Francisco, Bank of America and Wells Fargo Bank, were both recently
involved in mergers with out of state banks, most real estate participants expect the newly formed
companies to retain a significant presence in San Francisco. In addition, a variety of national and
international financial companies, including investment banks and hedge funds, have a prominent

position in the CBD. Foremost among these is Charles Schwab.

In the late 1990’s San Francisco’s South of Market Area (SOMA) saw the emergence of many
multimedia and Internet related businesses. Specifically, computer/technology/Internet related
companies had been congregating in this area, which caused a rapid increase in the desirability of
this neighborhood. Since mid 2000, however, this segment of the economy has severely contracted
with many of the venture financed companies going out of business or merging with stronger
companies. As such, the short period between 1997 and 2000 is being referred to as the “Internet
bubble” and significantly softer real estate conditions are being experienced city-wide since this
period, with office rental rates falling dramatically in the past 18 months. However, the San
Francisco economy is showing signs of stabilization with the unemployment rate dropping
significantly in the past six months.
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Unemployment Rate by Quarter
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Transportation

Public transportation in San Francisco is provided by MUNI (San Francisco Municipal Railway),
buses, cable cars, streetcars and shopper shuttles. Most points in the City are easily accessible to
public transportation. Commuter transportation is provided by Bay Area Rapid Transit (BART),
trains and buses from the South Bay, and ferry service between San Francisco and the cities of
Sausalito, Larkspur, Tiburon (Marin County) and Vallejo (Solano County). San Francisco
International Airport is approximately 10 miles south of San Francisco in the City of Millbrae. The

airport is a major national and international transportation hub.

The city is served by three major freeways, which include U. S. Highway 101, Interstate 80 and,
Interstate 280. U.S. 101 provides service in a north/south direction and connects San Francisco
with San Jose in the south and Marin County in the north, over the Golden Gate Bridge. Interstate
80 provides access to and from the East Bay, over the San Francisco-Oakland Bay Bridge, and
terminates at the connection with U. S. 101. Interstate 280 connects San Francisco with San Jose
and points along the Peninsula and is an alternate route to U. S. 101. Freeway service is normally

considered good.
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REGIONAL MAP

Regional and City Analysis Conclusions

San Francisco has adequate infrastructure, exceptional natural and cultural resources, a temperate
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climate, a good and improving transportation system, and outstanding institutions of higher
education and research dedicated, among other things, to maintaining a leadership role in
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medicine, biotechnology and information services. These valuable assets have traditionally

endured the ebb and flow of the general business cycle, and serve to diversify the regional
economy. Furthermore, San Francisco's position as one of the most visited destinations by tourists

from around the world is an additional economic engine for the area. The emergence of San
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Francisco as a center for multimedia and Internet related startup companies fueled a significant
amount of the growth and real estate appreciation in the late 1990's in the area, but this segment of
the economy has contracted to a fraction of its former size and is currently a significant negative
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influence on the local economy due to the large loss of jobs caused by its collapse.
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NEIGHBORHOOD DESCRIPTION

The subject property is located approximately 1.5 miles south of San Francisco’s Financial District.
Mission Bay South is bounded by the Mission Creek Channel to the north, Mariposa Street to the
south, 7™ Street to the west, and the San Francisco Bay to the east. The South of Market Area
(SOMA) is the neighborhood located to the north of the subject. The Potrero Hill neighborhood is
located to the south and west of the subject. These are mixed areas characterized by residential,
commercial, and industrial properties of various qualities and ages.

Access:

The subject neighborhood has excellent freeway access. Highway 280 runs to the west of the
subject site with on and off ramps located at Mariposa and Indiana Streets to the south as well as at
4™ and King Streets to the north. This highway provides access to the western portions of San
Francisco as well as to the Airport, Peninsula, and South Bay Communities. Highway 80 is located
approximately a half mile north of the subject with on and off ramps located at 4™ & 5™ Streets near
Harrison and Bryant Streets. This highway connects with the Bay Bridge to provide access to the
East Bay and with Highway 101 to provide access to the South Bay.

Public transportation access is considered above average with MUNI bus service located along
many nearby streets. Additionally, the MUNI light rail service has recently been extended along the
Embarcadero to the Caltrain Station just north of the subject property. This connects with the
remainder of the MUNI light rail system and the BART rail system along Market Street,
approximately 1 mile to the north. MUNI access to the subject property will improve upon
completion of the light rail streetcar system running down the Third Street corridor 5.4 miles from
the Caltrain Station to Visitation Valley. This $550 million project has an expected completion by
early 2006.

Development Activity:

The SOMA and Potrero Hill neighborhoods are characterized primarily by residential uses, but also
have a mix of industrial loft buildings, smaller light-industrial buildings, commercial buildings and
live/lwork uses. Strong gains in the residential and office markets between 1995 and 2000 have
transformed this area from an industrial area into a highly desirable residential and office area.
Specifically, older industrial and multi-story loft warehouse buildings in these neighborhoods have

been rapidly converted to residential and live/work, and multimedia office uses due to the
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historically strong demand by multimedia related tenants. The multimedia industry has made San

Francisco, and specifically the SOMA and Potrero Hill areas, their home.

While the various sub-areas of the neighborhood have undergone tremendous development growth
from various private sectors of the economy, there has also been extensive public infrastructure
committed to the area. Two notable publicly funded projects that are altering the landscape
throughout the neighborhood are the UCSF Mission Bay campus and the proposed UCSF hospital.
SBC Park, a privately funded ball park has had a significant and positive influence as well. In
addition, the private development of the area adjacent and to the north of the subject known as
Mission Bay North has experienced remarkably rapid development and has emerged as one of San
Francisco’s most attractive neighborhoods.

UCSF Mission Bay Campus: Encompassing nearly 43 acres in the center of the subject property,
the UCSF Life Sciences campus is nearing completion of its first phase of build-out. At full build-out
this campus will contain 2.65 million square feet of space contained in 20 structures. Approximately
half of this space will be dedicated for research use with the remainder used for administration. The
campus will also include 8 acres of public open space, 2.2 acres for a San Francisco Unified School
district public school site, and 4,600 structured parking spaces. Phase 1 comprising more than
1,000,000 square feet of space will be completed in mid-2006; Phase 1 will have taken less than
half the time originally anticipated when ground broke in 1999. The J. David Gladstone Institutes, a
180,000 square foot private medical and life science research facility was completed in 2004.
Current development on the campus includes three completed buildings containing approximately
678,000 square feet of space. Genentech Hall houses the Molecular Design Institute, the Center for
Advanced Technology, as well as programs in Structural and Chemical Biology and Molecular Cell
and Developmental Biology. Toni Rembe Rock Hall houses the campus’s human genetics,
developmental biology and behavioral sciences programs. QB3 houses the California Institute for
Biomedical Research. Four additional projects are currently under development: the 150,000
square foot Campus Community Center; the residential housing project containing 431 units; a
600 space parking structure, and; the Helen Diller Family Cancer Research Building, a five-story
research facility that will house programs in neurological surgery, urology and cancer research.
Employment consisting of researchers and staff is expected to reach 1,900 shortly, and will
comprise 9,000 upon completion of Phase 2. Adjacent to the campus is the first speculative
development, a 165,000 square foot bio-tech office structure expected to break ground by early
summer 2005.
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UCSF Hospital: The San Francisco Redevelopment Agency recently approved a term sheet
agreement that will allow UCSF to construct a new hospital on land adjacent to the UCSF campus.
UCSF has entered into a option to execute a ground lease with Catellus for 9.4 acres of land
(Blocks 36, 37, 38 and 39) across 16™ Street from the Life Sciences campus, formerly entitled for
1,060,000 square feet of bio-tech office space, for the construction of a 200-bed women'’s,
children’s and cancer research hospital. This would represent the first new hospital facility in San
Francisco in many decades, and will provide direct interaction between the Life Sciences campus
and a state-of-the-art research hospital facility. Government officials involved in negotiations with
UCSF report that construction of the hospital facility is ‘very likely.” The reader’s attention is
directed to Special Limiting Condition & Critical Assumption No. 8 for additional discussion.
Construction would begin in late-2005/early-2006 with completion anticipated in 2009.

SBC Park: In 1996, San Francisco voters approved a ballot initiative allowing the San Francisco
Giants to construct a 45,000-seat baseball stadium at China Basin. The SBC Park, which fronts
King, Berry and Third Streets, was completed for the April 2000 season opener. The ballpark
enlivened the SOMA district by fueling tremendous office, residential and retail development on the
blocks surrounding the property. In particular, the park has spurred significant and rapid
redevelopment of the southern portion of South Beach, and has had a strong influence on

development patterns in the adjacent North of Channel RDA discussed below.

Mission Bay North: North of the Mission Creek Channel and adjacent to the subject site is
Mission Bay North. Mission Bay North is also being developed by Catellus/FOCIL-MB. However
this area is not part of CFD-6. Most of the current construction in Mission Bay is focused in this
area. Approximately 1,297 residential units have been developed comprising both condominium
and rental housing. This development includes dense ground floor retail uses; approximately
125,000 square feet of neighborhood supporting retail and 70,000 square feet of neighborhood
office space has been completed. Market acceptance for residential units in the North of Channel
area has exceeded the expectations of both city planners and private developers. There are
currently 1,118 additional residential units under construction or expected to break ground soon.
Mission Bay North is entitled for a total of 2,910 residential units (590 affordable), 200,000 square
feet of retail space, and 100,000 square feet of office space. Overall, this area has generated more
new housing units in the city over the last few years than any other neighborhood. Many of the
projects currently under development are discussed in the Residential Market Analysis section
appearing later.

Mission Bay South, San Francisco
Page 16

Conclusion:

The subject is located in a redeveloping area approximately 1.5 miles south of San Francisco’s
financial district. This area benefits from close proximity to public transportation lines as well as
major freeways. Mission Bay South is considered highly desirable for residential, neighborhood
serving retail and bio-tech related uses. Overall, market expectations are for the area to grow
significantly in attraction now that the UCSF Life Sciences campus is in operation, and is expected

to be the major provider of new housing units in San Francisco over the next decade.
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RESIDENTIAL MARKET ANALYSIS

San Francisco Residential Market

Overview:

The 2000 to 2004 period was remarkably strong for the Bay Area housing market, with outstanding
appreciation in most markets and a sale environment characterized by rising sales activity. The
expected influences appear to be driving this notable strength: fixed and adjustable interest rates
hit a 40 year low in June of 2003, rose modestly in 2004 and have softened again in 2005, and; the
relative dearth of available development land to support new construction. Sales have remained
consistently strong in both the new and re-sale housing sectors. The strongest products at the
present time are condominiums and townhouses; the remarkable surge in single-family residence
(SFR) prices have forced many first time home buyers into the condominium market. Transaction
prices for condominiums and townhomes tend to be 20% or so lower than single-family residences.

Bay Area Supply/Demand Characteristics:

The following table shows residential activity (the most recently available data) in the Greater Bay
Arearegion. The data is provided by DataQuick Information Systems and represents all single and
multi-family (condominiums and townhouses) residential sales during April 2004 and April 2005.
This is the latest period for which data are available. April Bay Area home sales decreased about
1.3% from March sales. In assessing the following information, it should be noted that April 2004
home sales was the strongest April on record since DataQuick began collecting information in 1988.
As of April 2005, the median home price in the Bay Area was $586,000 (an all-time high),
approximately 19% above the median home value in April 2004. At the same time, overall sales
velocity has eased somewhat, falling about 10.2% year-over-year. These are remarkable statistics
considering the relative weakness in the two primary drivers of housing demand; growth in
household income and growth in household formation. Both of these metro economic drivers are
flat in comparison to the same period last year, continuing a three-year trend. Overall, the Bay Area
housing market has exhibited outstanding performance over the last 12 months, and as of the 1%
Quarter of 2005, no weakness is noted. Dataquick reports that the typical monthly mortgage
payment that Bay Area buyers committed themselves to paying was $2,659 in April (an all-time
high), compared to $2,237 in April of 2004. Brokerages report that foreclosure rates remain low,
down payment sizes are level and there have been no noticeable shifts in product mix. However,
the use of adjustable rate mortgages (ARMs) has ballooned since this time last year; about 68% of
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all new mortgages originated in the 1% Quarter of 2005 in Northern California were ARMs,
compared to 43% in the 1! Quarter of 2004.

BAY AREA HOUSING MARKET
Units Sold Units Sold % Median Price  Median Price %
County Apr-05 Apr-04 Change Apr-05 Apr-04 Change
Alameda 2,244 2,546 -12% $522,000 $467,000 12%
Contra Costa 2,119 2,419 -12% 530,000 432,000 23%
Marin 481 535 -10% 779,000 666,000 17%
Napa 205 185 1% 574,000 477,000 20%
San Francisco 681 759 -10% 751,000 625,000 20%
San Mateo 850 861 1% 731,000 610,000 20%
Santa Clara 2,830 3,344 -15% 619,000 526,000 18%
Solano 1,037 944 10% 409,000 344,000 19%
Sonoma 711 828 -14% 534,000 415,000 29%
Bay Area 11,158 12,421 -10% $586,000 $492,000 19%
Subject’ Zip Code 30 39 -23% $707,750 $590,000 20%

Not surprisingly, the most expensive home prices are in Marin County, with its small number of
homes located in a ‘leafy’ setting close to San Francisco. Both San Mateo and San Francisco
counties fall slightly behind Marin County with regard to median housing costs. The least expensive
homes were reported to be in Solano County, distant from the main employment centers. Contra
Costa County ranked sixth among the nine Bay Area counties reflecting its relative distance from
the job growth centers. The most dramatic price increases occurred in the Bay Area’s most remote
counties, reflecting the relative affordability of housing as the geography moves away from the Bay

proper.

Submarket Analysis:

The subject’s San Francisco county submarket experienced 20% growth in median house cost in
April compared to the same month a year earlier, and reached a record high. Sales velocity fell
somewhat, dropping about 10% over the same period. The market's remarkable strength is
buttressed by limited new construction in the counties bordering the Bay, as land availability
continues to be the Bay Area’s most significant barrier to new housing growth. Lack of
development land is most acute in Marin, San Francisco and San Mateo counties. The subject’s
San Francisco County is considered completely built-out with the exception of newly entitled land in
the North and South of Channel Redevelopment Areas; new single- and multi-family construction is
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primarily on in-fill lots that involve redevelopment of older uses. The subject’s zip code area
experienced a significant drop (23%) in sales velocity, but the statistic is influenced by the small
sample size. Notable is the significant growth in home prices within the zip code; prices increased
20% year-over-year in the subject’s zip code to a median of $707,750. Again, this statistic is
influenced by variations in housing mix, as the sample is small. High-end median prices in April
2005 for homes in the subject’s zip code were $1,454,000.

Future Demand Considerations:

Macroeconomic conditions would suggest that a moderation in housing costs is inevitable. As
discussed above, both household formation and household income have remained relatively flat
over the last three years, and the regional recession proved to be significantly more painful than the
national recession. Signs point to a moderating residential market in the near future due to three
primary factors: (1) interest rates have recently trended back to their historical lows, but most
market participants do not expect mortgage rates to remain at these levels; (2) general uncertainty
about the pace of the nascent economic recovery, and; (3) regional monthly unemployment data

remains at unacceptably high levels.

Economists are uncertain about the pace of economic growth in Northern California. Although
many market participants are predicting the beginning of more robust economic growth, there is
limited economic evidence to support these forecasts. While the Bay Area economy outpaced the
national economy at the end of the last expansion, it now trails the national economy on most major
indices. A report by Economy.com places the Bay Area near the bottom of 210 metro areas with
regard to current economic conditions and the prospects for quick recovery. Bay Area household
income, the primary driver of long-term growth in housing demand, has fallen or stagnated for 14

consecutive quarters.

Combining these issues with the current record high residential price levels and record low
affordability of residential properties suggests that a moderation in price appreciation is more likely

now than at any point in the last decade.

Supply Considerations — Competitive Projects & New Construction:

When completed, the Mission Bay project will provide the largest source of new housing over the
next decade, as there will be approximately 6,000 new residential units created. As discussed
earlier, aside from Mission Bay the primary source of new housing in San Francisco is development
of underutilized sites that support demolition, older industrial and office properties where the shell is
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retained and converted to residential uses, and those areas that the Redevelopment Agency targets
for redevelopment. New residential construction in the subject’s South of Channel market area
competes with condominium product in the North of Channel submarket, as well as residential
areas in the South Financial district, most notably the Rincon Hill and South Beach submarkets.

The following table presents the appraisers’ analysis of projects under development, or expected to
break ground, during the next four years that are considered competitive with condominium product
that will be constructed on the subject’s residential development sites. The thirteen projects
comprise 2,996 condominium units located in the North and South of Channel RDAs, South Beach
and Rincon hill submarkets. 1,135 of these units are expected to be available during 2005; units at
the Beacon are already being marketed, and a number of units at the other developments have
been pre-sold. 627 units are scheduled for completion in 2006/07. The remaining 1,234 units are
expected for completion in 2007/08. It is noted that some of the units listed in the chart are
affordable. The remainder are targeted to upper-mid and high-level buyers and they generally
constitute high-quality condominium product, many located close to water, and providing good
views. Unit prices targeted by the developers fall within the $750,000 to $1.5 million range. It is
noted that a survey of the projects available in 2005 indicates that demand for upper-market
condominiums within the competitive market has met with strong demand. Overall, the survey
suggests that the developers have been pleasantly surprised by the market acceptance, and
absorption of projects have exceeded expectations.

In summary, the supply of condominium product within the subject’'s competitive market falls short
of historical demand, and is expected to remain robust as long as favorable fundamentals remain
influential. Of particular note is the significant creation of local bio-tech related employment that will
occur as the UCSF campus and hospital achieve full operation. The employment created by the
new campus and hospital is expected to be of a relatively high-quality, white-collar type. Indeed,
expected local job creation and the resulting household formation within Mission Bay South can be
expected to tilt the housing supply/demand ratio to supply imbalance for a number of years. All of
this bodes well for Mission Bay’s housing sector.
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COMPETITIVE PROJECTS: APPROVED & UNDER CONSTRUCTION

Project Units Due:
Locaton Area Developer Status 2005 2006/07 2007/08
50 Lansing Street Rincon Hill Lambert Development Under construction 82

Bryant & Beale Sts.

Watermark South Beach Lennar Under construction 214
Bryant & Beale Sts.

Beacon (Mission Place) North of Channel Centurion RE Partners Complete (selling) 595
King, 3rd & 4th Sts.

325 Berry Street North of Channel  Phoenix/Opus Approved - breaking soon 110
Néa-1
235 Berry Street North of Channel  Signature Properties Under Construction 99
N3a-2
N3P2 North of Channel  Signature Properties Approved 260

SEC King & 5th Sts.

N4P1 North of Channel  Intracorp In Approval Process 275
SWC King & 5th Sts.

10A South of Channel  Bosa Development Corp. Approved 112
China Basin St., W. of 3rd

10 South of Channel  Bosa Development Corp.  Approved 319
China Basin St., W. of 3rd

188 King Street South Beach 188 King St. Associates Under construction 46
170 King Street South Beach 170 King LLC Under construction 198

300 Spear Street South Financial Tishman Speyer Breaking ground 640
1401 3rd Street South of Channel  Bosa Development Corp.  Approved 46

China Basin & MB Bivd South of Channel

TOTALS: 1135 627 1,234

Source: HRA

Market Analysis Conclusions:

The San Francisco county housing market is considered to be remarkable by national and regional
standards when measured in terms of median housing price levels and quarter-over-quarter
appreciation. The subject’'s competitive market is marked by a continued rise in demand for
housing and a continued lack of supply due to land availability. Market expectations are for housing
re-sale prices to either stabilize or grow at more moderate levels than experienced over the last few
years. Given the submarket’s unique growth characteristics, demand for housing is expected to

continue for some time to come.
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OFFICE MARKET ANALYSIS

Introductory Comments:

The subject’s office land is comprised of parcels entitled for bio-tech office use. The following
market overview relates to conventional office use; the economic drivers influencing bio-tech office
development is quite different than general office. However, discussion of the conditions in the San
Francisco office market will support the conclusion that office rents are not expected to achieve
levels supporting new office development for a significant time. A general discussion of the bio-tech

office market appears at the end of this section.

Office Market Overview:

The downtown San Francisco office market includes the North (North of Market Street) and South
(South of Market Street) Financial Districts, both of which comprise the Central Business District
(CBD). According to Cushman & Wakefield, the geographical boundaries of the Central Business
District are formed by The Embarcadero and Washington Street to the north, Kearny Street to the
west, New Montgomery Street to the west and Folsom Street to the south. Additionally, there are
outlying areas such as Union Square, Jackson Square and the North Waterfront, which comprise
smaller, boutique submarkets on the periphery of the CBD. The subject location would place it in

competition with the South Financial office submarket.

Cushman & Wakefield reclassified their definitions of Class A, B, and C office space in the San
Francisco market due to the recent trend of tenants desiring quality space outside of the traditional
CBD. Previously Cushman & Wakefield had defined Class A buildings as construction completed
after 1960 that are larger than 200,000 square feet in prime locations. The revised definition of a
Class A property indicates the property is one of the most prestigious office buildings in a market
with high quality finishes and state of the art systems which compete for the best office users at the
highest rental rates. Class B buildings were previously defined as buildings constructed between
1940-1959 and also includes buildings constructed before 1940 which have been completely
renovated. The revised definition of Class B office buildings defines these buildings as competing
for the widest range of users with fair to good finishes at average rental rates. Class C buildings
were previously defined as buildings completed before 1940 that have not been renovated. The
revised definition indicates Class C space appeals to tenants who desire functional space at below

average rental rates for an area.
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Various real estate organizations regularly publish research studies describing the supply and
demand characteristics of the office market. The market reports lack uniformity due to variance in
timing, statistical bases, and analytical methodology. Vacancy, for example, may or may not
include sublease space and space that is being marketed for future occupancy. As a result, the
figures presented in this section may vary from those published by other sources. Following
customary local practice, rental rates are quoted on an annual basis (e.g. a rate of $36.00 per
square foot per year equates to $3.00/SF/month).

Vacancy and Absorption:

The office market experienced a short-lived inflation from 1998 through late 2000 caused by a
temporary and dramatic imbalance of supply and demand. Specifically, market sources report that
there was approximately 5 million square feet of active demand in the market during this period with
only about 1 million square feet of available office supply city-wide. The imbalance created frenetic
market activity and an explosive rise in rental rates. Marked declines in the equity markets that
began in the 2™ quarter of 2000 set the stage for a correction in the Bay Area office markets, and
the wholesale failure of the bulk of venture-backed start-up companies, their suppliers and service
supporters caused the office markets to deflate at a rate similar to their inflation. A prescient
analysis from the UC Berkeley Economics Department in mid-2000 estimated that 80% of the
multimedia and Internet startup companies that existed in the Bay Area in the middle of 2000 would
not be in business in three years due to mergers or bankruptcy. At the time, the report seemed
implausible, but history proved it was slightly conservative. The multiplier effect of suppliers and
service providers to the failed businesses exaggerated the trend, as law firms, accountancies,
telecom providers and a variety of other interrelated office users downsized or went out of business,
releasing an unprecedented volume of office space throughout Santa Clara, San Mateo and San

Francisco counties.

Since late 2000, San Francisco has experienced its most problematic office downturn in 50 years.
Based on national surveys of office markets defined by MSAs, the Santa Clara, San Mateo and San
Francisco office markets are among the 10 most affected in the 73 MSAs covered. The following
tables present the most current vacancy statistics gathered from CB/Richard Ellis and BT
Commercial Real Estate for the San Francisco office market. Vacancy increased from slightly more
than 4% in mid-2000 to more than 20% at year-end 2002. During this period, blended Class A and
B office rents fell from about $75 per square foot to slightly more than $27. Analyses of quarterly
data suggest the vacancy rate stabilized in 2003, and fell slightly in both 2003 and 2004. Blended
office rents have been generally flat from mid-year 2003 to the present.

Mission Bay South, San Francisco
Page 25



WHH Aq pajidwo) - [e1oiswwod 1 g :99inog

v11'896 8ZY'LSLL 150'€6L (LzT'085°¢) (65€'00%'8) uondiosqy JoN
z60'68L°€ 080°€LLTh 8Cr'€L6'6 188'€80'8 2.8'v82'9 uondiosqy ssoi9
80°L2$ r1°92$ £0°52$ 80°22$ ge'Les ajey Bunisy
%9k %E 9L %661 %Z 02 %E Gl ojey Aoueoep ALNNOD 4S V101
(g8 v sse|d)
66162 216709 (160°881) (1¥0'200°1) (zrp'1L5°€) uopdiosqy joN aienbg uojun pue ‘eusng eqIoA
670°€€0°L L1+'906°¢ 66C'6LL°C €67'8LL°C 9€5°168°C uondiosqy ssoi9 "VINOS lliH Uooury ‘Yoeg inos
€12¢$ Sv'Le$ 8L'1z$ 1522$ 06'G2$ ejey bunisy JUOIIBYEM UHON ‘a1enbg uosyoer
%0°Gh %9°94 %ZLT %802 %L LY ejey Aoueoep sjoulsIq [eroueul UON
2€6'88S 004°26€ €89'2L (y21°160°1) (082'826°1) uondiosqy 1oN
£20'G€8 eLL'ezr'e v€9'€L6°C £68'020°C 0/6'L5L°L uondiosqy ssoi9
10°0€$ 86'82$ 29°.28 £6'62$ G1°5e$ ojey Bupisy (g3 V sse|)
%8Ch %6'Gh %581 %161 %ET) ejey Aoueoep 101381Q [E1oUBULS YINOS
€V9'v0L 9G€'¥SS 651'€0€ (z10'28%°1) (££9'006°2) uondiosqy JoN
020°12€°L 96v°LLE'S g6v'022 Y 10G'rre‘e 99€'182°C uoiduosqy ssoi19
90'LE$ 28'62$ Gz'8z$ £€9'0€$ 859¢€$ ajey Buisy (g8 Vv sse|)
%SGl %€ 9L % 6L %'0C %L YL ajey Aoueoep 1013S1Q [E1OUBUI YHON
alA 5002 ¥002 €002 2002 1002

G00Z ¥3LYVND 1SL HONOYHL LINYVIN 301440 OOSIONVYL NVS - SANIYL TVIINOLSIH

1113 pAeyory/g) :991n0g

0 6LLV0L'L 92'2Z$ Sr'0e$ %9EL %S'L %Gl 12616008 lejoL
0 §19'62 00'%2$ 00'82$ %66 %40 %00} GL1'86E'Y lejoL
asenbg uolun

0 (0£9'61) 05'61$ 0092$ %v’'S %¥'0 %8'S S0s'zeL'e lejoL
SSON UBA/I3}U3D DIAID

0 9¥8'9L 00°02$ 00'%2$ %E VT %90 %67 y0¥'Z8Y'9 lejoL
ynog ewosg

0 [5:14 00'8L$ 00'%2$ %66 %8’} %LLL 1G1'810'€ lejoL
1S9\ Bwos

0 68268 00'6L$ 0092$ %L %bT %591 620'vE€'e lejoL

euang eqiop

0 £v1'82 00°02$ 00°22$ %SV %80 %ETh zLr'ozL'e [ejoL
yoseag ynogjuosury

0 189'¢€ 00'€z$ 00'82$ %ETh %80 %1€l ¥65°97v'9 [ejoL
asenbg uosyoer/uoIualEM YLON

0 115298 00'12$ 00'2€$ %0EL %2 | %Z vl 952'580'€2 lejoL
JoLISIq [erouRULY YINOg

0 826015 00'62$ 00'v€$ %E YL %ET %99} 6€8'8.7'92 [ejoL
Jo13SIQ [e1dueUl]

uonoNIsu0y uondiosqy g sse|D 9jey  V sse|) ajey A: A: K: ealy j9)Jewqng
J9pun 4s OISl Bunysy ‘BAy  Bupysy “Bay joana ase9|qng lejor
J9)4B\ 92130 09SIduURI4 UBS - G00Z 491EeND IS|




WVYH Aq pajidwo) - [elo1swwo) 19 :921n0g

16€°L zes'L 809'L 959'L 26L'L
o] 621 szl €€l €51 dn 8 00002
88¢ szy gey GSy 1514 4S 000°02-000'04
A% €ee G9¢ 9.€ 00 4S 000°0L-000'S
185 59 €89 269 8v. 4S 000°G-0
10218 Aq sanijiqejieAy
16z L've v'ee 0ze vz ISUYJUOIN Ul J9xeN Uo awi) “BAy
80°.2$ ¥1°92$ 15'62$ 10'52$ 28'12$ :(1eap/4S) sS4 ejey 1vaug Bupisy “Bay
¥.,1'896 685'¥8¢ vv6'9ey §85'ovY olLe'ese :uondiosqy JoN
260'68L°€ zLo'8er'e LS¥'GL6'2 sle'olr'e 201'882'€ :uondiosqy ssoio
%9'vL %E 9L %0°LL %L LL %161 :ajey Aoueoep
1¥9'09L°CL 118'919'¢L T/8'VST'YL ¥90'2/8'7L 69511091
GE8ELLC OVSEIET 169°818C 996710°€ 166 785 €
zig'ovo'ol LEE'E0E L1 18L'OEY LL 860'VS8'LL 8.5'9Zv'CL
¥66'vve'€8 €62'005'€8 198°118'€8 198°L18'€8 198°118'€8 14 "bg Buipjing s|qejuay
5002-DI $002-OY ¥002-0¢ ¥002-02 $002-OL
OOJSIONVY4 NVS - SOILSILVLS LIMAVIN 301440
V¥H Aq pajidwo) - [e1dsawwo) | g :934n0g
y1'5e 80°22$ %9¥h %€ 9L 1¥9°09L'ZL  GEB'ELLT z18'9%0°0L ¥66'vrE'€8 STVLOL 8D OOSIONVY NVS
1z'8e €122 %0'Gh %991 290°180°G  OLL'ze8 256'8YC' Y 719'968'€€ STVLOL SLOIYLSIA TVIONVYNI4 NON
967 1961$ %LGL %91 92285 6€.'66 18Y'8LY 7857589 (gA) euaNg eqisX
9e've 0z'ez$ %ELL %l Ll 198'8€S 166°€C 9/8'71LS L09'Y9L'Y (osn) asenbg uoun
¥6'0€ Zries %¥'Sh %581 LG1'626'C  L¥0'9LY 0LL'ESH'T 690°'886'81 (HYES) BWOG/IIH UCOUIY/YoBag *S
0e've v6'v2$ %0°9} %0'GL 818'VE0'L  6EE'TET 6.t'208 LL1'8GH'9 (MNSF) oM “N/'bg uosxoer
€6'2C ¥9°0€$ %E VL %191 G85'6L0°L  SZTL'L8TL 098°26L'G 0zE‘8YY'6Y STVLOL SLOIYLSIA TVIONVNIA
yE'€T 10°0€$ %8Th %6'GL 981'168'  29z'0Z¥ ¥26'0EV'C g6ee'LeT'ee ‘SVLOL TVIONVNI4 HLNOS
500C 1cees %96 %98 €92°5¢E 0 €92°5¢E 6570V (g4S) g Ssef0 [eoueul yinos
9/€T 20'1e$ %€l %2 LL €26'G2S'T  29z'0Ty 199'604°C 9182288l (V4S) v ssejQ [eloueuld yinos
99'ze 90'1€$ %G5Gl %€ 9L 66€'82Z'y  £9v'198 9€6'99€'e §26°'022 LT :STVLOL VIONVYNIA HLIHON
85€C 6E7CS % LY %€ L1 Z6v'GE0’T  8LS8EC ¥16'967 0€5810°9 (84N) g SSe|D [eueuld YHON
9e'ze zeees %1°Gh %0°9L 106°26L'c  §88'229 220'045° §6€°202'1T (V-IN) V SSE|D [eloueuld YLoN
(spuowyn  ajebuisy  S0-OL ¥0-O% lejoL asea|qng 2110 1S JRsewqng
uo awi] ‘ay Beiay ajey Aoueor aoedg s|qe|iry Buipjing

AYVINNNS LIMYVIN 301440




Although quarterly data is notoriously unpredictable, the consensus among office professionals
indicates the San Francisco office market seems to have hit its trough after four difficult years of

general erosion.

In addition to general supply/demand metrics, these surveys present absorption trends. To state
the obvious, absorption had been unusually robust in the 1996 to 2000 period. Absorption peaked
in 2000, and a suffered a dramatic reversal thereafter. Quarterly data suggest the characteristics of
a trough during the 12-month period from Q2 2003 to Q2 2004; net absorption has fluctuated
between small negative and positive statistics over the last year. One optimistic note; the
CB/Richard Ellis report shows positive net absorption of 1.1 million square feet during the 1% quarter
of 2005, while the BT Commercial report shows positive net absorption of 968,744 square feet
during the same period. As discussed, the differences among brokerage market reports are due to
the statistical methods employed by each firm. The message, however, is clear — demand has
been contracting over the past three to four years and has only recently shown signs of
stabilization.

Rents:

The reader is directed to the previous tables showing CB/Richard Ellis statistics and BT Commercial
statistics regarding recent rental rates. Specifically, the CB/Richard Ellis survey shows 1% Q 2005
average asking rents at $24/SF/year for Class A space and $20/SF for Class B space in the
subject's SOMA South office submarket. This compares with $34 and $25, respectively, in the
somewhat superior North Financial office submarket. BT Commercial data indicates that the
blended Class A/B rental rate in the South Financial submarket is approximately $30 as of 1% Q
2005.

Generally, the lowest rents and highest vacancy are in the SOMA South submarket. As discussed
earlier, one primary factor causing the inflation of rents in the San Francisco office sector was the
phenomenal job creation of Internet related startup entities (also known as “dot-com” firms). Start-
up firms historically preferred the South of Market area (SOMA) due to the prevalence of open, low-
rise loft-style buildings in SOMA. These types of users are typically attracted to less institutional
buildings and tenant spaces. Specifically, they desire higher than typical ceiling heights and open
floor plans with exposed electrical, plumbing and HVAC ducting. Brick and timber buildings,
particularly historic buildings, were the most desirable building type for these tenants, and were
typically gutted to a shell, seismically retrofitted, and improved with modern electrical, plumbing,
HVAC and communication systems in an open loft style with minimal interior partitions.
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So great was the demand for office space in the SOMA South submarket that this area was not able
to provide adequate supply, and many Internet related tenants began occupying space in the
downtown CBD. Once the bubble burst, the SOMA submarkets, and the SOMA South submarket in
particular, suffered the worst vacancy and drop in rental rates.

Although free rent and large tenant improvement allowances were virtually non-existent between
1995 and 2001, these leasing incentives have reappeared in the slow-down. Above-standard
leasing commissions are being offered on select spaces in the city to spur heightened activity in the
slower market. Generally, tenant improvement allowances in the area are $25 to $30 per square
foot above a warm shell office space for a large new tenant, but are typically closer to $5 to $10 per

square foot for renewal and smaller tenants.

In summary, market participants generally believe that market conditions have reached their nadir
and are beginning to improve. Due to the large amount of vacant space requiring absorption, many
market participants do anticipate significant rent growth until 2007 or beyond, reflecting the
significantly supply of vacant office space.

Office Supply/New Construction:

Almost 4.4 million square feet of office space was added to the downtown and non-CBD areas
since 1998. Additions include both new buildings and renovated older properties. A majority of the
space available in new and renovated office buildings was pre-leased prior to completion. The table
below summarizes major planned projects. The general consensus among office developers is that
Class A office rents must rise to a range from $55 to $60 (full service) to support new office
construction. With Class A office rents currently achieving levels in the low $30s, and with CBD
vacancy at nearly 15%, market participants do not expect a new office construction cycle before the
end of the current decade.
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New Class A Construction
Address Area Developer Size (SF) Status
555 Mission St. So. Financial Tishman 549,000 Postponed
350 Bush St. No. Financial Shorenstein 344,500 Postponed
450 Rhode Island SOMA Ron Kaufman 295,000 Postponed
535 Mission St. So. Financial Blackstone 266,000 Postponed
835 Market St. SOMA Forest City 235,000 Postponed
524 Howard St. So. Financial Higgins Development 203,000 Postponed
First & Howard #3 So. Financial Wilson Equity Office 190,800 Postponed
2101 Bryant St. SOMA SKS Investments 130,000 Postponed
801 Market St. SOMA Pan Family 112,750 Postponed
1035 Market St. SOMA Seligman 104,487 Postponed
Total in Pipeline 2,430,537
Source: San Francisco Business Times Compiled By: Hamilton, Ricci & Associates, Inc.

As with previous market downturns, once construction commences on a large office building, it is
very difficult to stop due to the fixed holding costs for a partially completed building. Consequently,
most developers will complete office construction starts, regardless of the prevailing market
conditions. Overall, new construction was not a factor in the stronger market conditions prior to
second quarter 2000, but additions to the supply after this period have had a negative effect on the

supply/demand equation.

Investment Market — Existing Buildings:

As aresult of the rent implosion, prices for investment properties are greatly influenced by the credit
markets and existing lease structures in office properties. During the peak of the investment
market, Class A office properties typically traded in the range of $300 to $425+ per square foot;
Class B properties typically sold in the $175 to $300/SF range. Currently, Class A properties are
generally selling in a range from $250 to $380 per square foot. Class B properties are generally
selling in a range from $150 to $275 per square foot. However, as discussed, these market ranges
are fairly wide due to the varying credit and lease structures in place in each property, particularly in
Class A product. By example, newer buildings that were completed in 1999 and 2000, and leased
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at historically high rents to credit tenants on long lease terms, achieve the highest prices on a

square foot basis.

Capitalization rates vary significantly due to the same influences affecting office prices. Stabilized
capitalization rates for office properties that are leased at or near market rents are as low as they
have been in 15 or more years. This is primarily due to two factors: (1) the mortgage financing
markets are highly favorable for property owners, and (2) the market generally concurs that the
local and regional office leasing market is at a trough — the potential for further deterioration in office
rents is very low and that the upside potential of rental increases in a three to five year horizon is
very high. Whereas stabilized office capitalization rates have historically been 8% to 9%, the
current market supports stabilized office OARs of 6% to 7%. However, it is important to note that
buildings with above-market rental structures may achieve OARs in a range from 9% to 12%,
particularly Class B product tenanted with non-credit renters. The market uses a 5% vacancy and

collection loss factor in calculating pro forma income for valuation purposes.

One area of relative brightness has been activity in the owner/user segment where mid-size
companies have been purchasing office properties to occupy. Relatively cheap pricing combined
with historically low financing costs has made the current mid-size Class B market highly favorable
to owner-users. The majority of the owner-user purchase market in the city is for properties of
50,000 square feet or less, with price per square foot premiums for smaller properties due to the
larger pool of potential owner-user buyers. Additionally, for an office property to appeal to an
owner-user buyer, the building must be substantially vacant, typically with space that was designed

for one or two tenants, and on-site parking.

Investment Market — Office Land:
There have been no sales of Class A office land during the last three years in San Francisco,

reflecting the poor expectations for rent growth.

Office Market Analysis Conclusion:

Market participants do not expect the Bay Area’s supply/demand imbalance to correct itself in the
near future. Most participants believe that rents and occupancy levels have identified the bottom of
the current cycle, and that the market will remain static in the near term. However, the region is
gifted with outstanding academic institutions, a strong bio-technology industry, the largest
concentration of technology firms and talented labor resources; in time the regional economic
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renewal will provide the demand necessary to absorb existing office space, establishing the

economic conditions for growth in office rents and rising office property values.

Biotechnology Market Analysis:

Overview. A report published by the Brookings Institution Center on Urban and Metropolitan Policy
identified the Bay Area as one of the top bio-tech centers in the nation. The major US
biotechnology centers are located in San Diego, Boston, the big-pharma clusters in northern New
Jersey, Washington DC, the Triangle region of North Carolina and the Bay Area. The report
indicates that those regions currently established as leaders in the biotechnology field have a
distinct advantage over regions trying to recruit biotechnology companies. The Brookings report
identifies several factors necessary for building a successful biotech cluster. The most important
factors are strong research capacity and the ability to convert research into successful commercial
activity. The San Francisco Bay Area has a strong research capacity in its three major research
institutions granting life science PhDs (UCSF, Stanford, and Berkeley). There are more than 5,000
life scientists working in this area. These life scientists are able to convert their research into
commercial activity in 90 publicly traded companies located in the area. The largest of these
companies include Chiron, Genentech, and Applied Biosystems. A constant flow of new publicly
traded companies is generated by a variety of bio-tech focused venture capital firms located in San
Francisco and the mid-Peninsula. The report suggests entrepreneurial activity in the region should
increase dramatically once the state of the art UCSF research facilities are completed.

Regional Market. The greatest concentrations of biotechnology related commercial space in the
Bay Area are centered around the Chiron campus in Emeryville, the Genentech campus in South
San Francisco, and development close to Stanford University in Palo Alto. Of the three, the
dominant concentration is located in the Oyster Point area of South San Francisco. Developmentin
this area is a direct result of Genentech’s growth over the last 20 years. Indeed, the city of South
San Francisco has treated Genentech as a growth partner, providing strong municipal incentives
and political support for the company’s space requirements, achieving a high degree of loyalty in
return. Due to the specialized nature of the bio-tech development market, no brokerage reports are
presently published describing the sector’s size and general supply/demand statistics. However,
leasing and investment brokers specializing in the South San Francisco bio-tech market report that
demand for development sites and existing space is keen; the consensus estimate of the current
vacancy rate is 3%, suggesting that demand for space falls significantly short of overall demand.
Brokers estimate that approximately 2 million square feet of bio-tech specific space is currently
developed in South San Francisco. Nonetheless, land for future development is limited in the South
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San Francisco bio-tech area, suggesting that prior growth rates in the development of new space

will begin a natural decline over the next decade.

Mission Bay. As discussed earlier in the Neighborhood section, the rapid development of the
UCSF campus, and the expected development of UCSF’s new hospital facility, both located in the
center of CFD-6, offer the likely prospect that Mission Bay will challenge South San Francisco’s
dominance in the next 10 years. Mission Bay is blessed with three competitive attributes necessary
for the development of a world-class bio-tech center: (1) the availability of land entitled for the
development of 3.4 million square feet of bio-tech space; (2) the immediate proximity of the UCSF
campus and hospital, and (3) an equally eager municipal partner that has demonstrated a
willingness to use resources and political clout to support the vision. The three largest developers
of bio-tech property (other than Genentech) in the Bay Area are Alexandria Real Estate Equities
and Slough Estates, two large publicly traded REITs, and Hines Interests, a Dallas based private
development firm. Evidence of Mission Bay’s bio-tech prospects was recently provided by a large
investment on behalf of AREE in CFD-6 land entitled for bio-tech development. AREE’s
investment was made in three transactions between September of 2004 and February of 2005,
comprising land entitled for approximately 2.15 million square feet of space. The first of these
transactions comprised land entitled for 508,000 square feet of building area. Analysis of the
transaction suggests that AREE will break ground on all of this space within the next four years.
The first of these developments, a 165,000 square foot bio-tech facility located adjacent to the
UCSF campus at 1700 Owens Street (across the street from Genentech Hall), will break ground

shortly, and is expected to be completed in mid-2006.

Biotechnology Conclusion. The Bay Area’s establishment as one of the two or three most
important US biotechnology centers is a reality. Much of this is due to the success of locally based
bio-tech firms such as Genentech, the concentration of world-class research centers and the human
capital they attract, and the active investment made on behalf of local venture capital firms focused
on life sciences. Mission Bay is expected to play a central role in the continuing growth of the Bay
Area’s biotechnology development due to the success of the UCSF life sciences campus, the
anticipated construction of the new UCSF hospital, the availability of development land, strong
municipal support and the natural attraction of San Francisco’s high quality of living.
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SAN FRANCISCO HOTEL MARKET ANALYSIS

Introduction

As a hotel includes a going-concern business, as well as real property, the market value of a
lodging facility is a direct function of the supply and demand for hotel rooms within the market.

Accordingly, an analysis of the local area hotel market is a key component in the valuation process.

Presented in the following text is an overview of the San Francisco hotel market. This overview
includes a summary of the types of lodging products, primary lodging sectors, occupancy
characteristics, average daily rate (ADR) characteristics, proposed new hotels, and performance
projections for the near future. Most data and all projections are based on information from PKF

Consulting, a national hospitality services firm.
Following this discussion, an analysis of current and historical performance of the identified
competitive market is presented. Also discussed are projections of the future performance of the

competitive market for the next five years.

San Francisco Hotel Market Overview

Existing Lodging Products:

Of the total 32,327 hotel rooms in San Francisco recorded by the San Francisco Convention and
Visitors Bureau, a total of 23,753 available rooms have been categorized as representing the city’s
primary hotel supply as of year-end 2004. The remaining rooms (32,327 — 23,753 = 8,574) consist
of both small, limited-service motel and “residential” hotels. The primary hotel supply can generally
be categorized into four lodging products or classifications as noted in the table below.

San Francisco
Primary Lodging Products
Year-End 2003

Lodging Tier Percent of Total
First Class/Convention 37%
Middle Market 29%
Luxury 17%
Boutique 17%

Total 100%

Source: PKF Consulting
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Presented in the following paragraphs is a brief discussion of these four primary hotel categories, as

well as limited-service hotels, a fifth category.

First Class/Convention Hotels have guest services, amenities, and product quality designed to
appeal to middle and high-income convention and individual travelers. They are medium to large
hotels and offer high quality, but less personalized service than luxury hotels. First-class hotels
usually offer a variety of food and beverage facilities at varying price ranges. They are conveniently
located near the Moscone Convention Center, Financial District, or tourist attractions. Meeting
facilities are provided to accommodate the group and convention segment needs. Many first-class
hotels provide designated floors with special services for the upscale executive traveler. Generally,
these hotels are newer or well-maintained older hotels. Room rates typically fall between the luxury
hotel room rates and the citywide average daily room rate. First-class hotels usually carry a Mobil
Four or Three-Star rating. The proposed subject’'s hotel site will be developed with a first

class/convention hotel.

Middle-Market Hotels appeal to the middle-income individual and family traveler. Tour operators
primarily book these hotels because they offer a good compromise among service, product quality,
and room rate. Guest service is usually good, but with few frills. Food and beverage facilities are
limited and more economical than in first-class hotels. Room rates typically are similar to the
citywide average. Middle-market hotels often carry the Mobil Three-Star rating.

Luxury Hotels in San Francisco provide extensive and personalized services along with high-
quality furnishings, superior food and beverage facilities, and extensive, varied guest amenities.
The emphasis on personalized guest services results in a high employee-to-guest ratio, an intimate
atmosphere, and high room rates. The luxury hotels provide meeting and banquet space; however,
the emphasis is on catering to small meetings normally comprised of less price-sensitive, top-level

professionals and executives. Luxury hotels usually carry a Mobil Five or Four-Star rating.

Boutique Hotels are older buildings, typically ranging in size from 80 to 200 rooms. The majority of
these hotels have been fully renovated within the last ten to 15 years. Because renovation or
conversion of an existing hotel or office building is generally less expensive than building a new
facility, these properties are able to offer below citywide room rates for a high-quality product. In
San Francisco, boutique hotels have developed a significant market presence, competing with the
full-service hotels for the commercial and leisure traveler. Boutique hotels typically have limited
meeting space, small public areas, and have eliminated expensive overhead, such as extensive
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food and beverage facilities. A number of the boutique hotels do have “signature” restaurants on-
premises that are marketed independently of the hotel and have achieved a high level of recognition
for quality and uniqueness. Boutique properties, if rated, generally attain a Mobil Three or Two-Star

rating.

Limited-Service Hotels generally range in size from 30 to 150 rooms. These properties offer room
rates at the lower end of the scale and commonly do not offer on-premises food and beverage
facilities or recreational components. This lodging product type is located outside of the more highly
trafficked areas such as the Financial District of Union Square. The heaviest concentrations of this
lodging product are proximate to the Civic Center, SOMA, and along Lombard Street. Limited-
service hotels, if rated, generally carry a One- or Two-Star Mobil rating. Due to associated facilities
and locations, this product-type generally does not compete, directly or indirectly, wit the four other

product-types discussed.

Primary Lodging Sectors:

The five primary lodging sectors in San Francisco are: (1) Union Square; (2) Nob Hill; (3)
Financial District; (4) Fisherman’s Warf; and; (5) Civic Center/Van Ness Corridor. While these are
distinct areas with their own supply and demand dynamics, there is often some market area

overlap.

Union Square. This sector’s location makes it attractive to most lodging demand, as Union Square
is proximate to the Financial District and the Moscone Convention Center. Union Square is one of
the nation’s most prestigious retail districts, continually attracting new retail shops and promoting
the expansion of existing stores. The most significant addition to this shopping area is the new
Bloomingdale’s department store, which is currently under construction adjacent to the exiting San
Francisco Shopping Centre, located on Market Street between 4th and 5th Streets. The general
area also includes growing SOMA district and the Museum of Modern Art, Yerba Buena Gardens,

and the Sony Metreon.

Union Square is the largest sector in the city in terms of total supply. This sector has a balance of
commercial, leisure, and group travelers. While this sector’s occupancy level was impacted in the
early 1990s by the addition of approximately 3,600 rooms and the general downturn in the hotel
market, the expansion of Moscone Convention Center and the resurgent market led to an upturn in
this sector from the late 1990s to early 2001. This sector will again benefit from the recent
completion of Moscone West.
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Nob Hill. This lodging sector has the most prestigious location in the city, with most properties
enjoying an international reputation, such as the Ritz-Carlton, Renaissance Stanford Court,
Fairmont Hotel, and the Mark Hopkins-International-Continental. This is the smallest of the lodging
sectors in terms of both number of properties and guestrooms. The Ritz-Carlton Hotel, which
opened in 1991, was the first addition to this sector’s supply since the mid-1970s. Typical guests

are upper-income corporate, leisure travelers, as well as the high-end group market.

Historically, this sector's ADR has been the highest in the city, while the occupancy is generally
lower compared to other areas. This is attributable to the higher cost of the hotel rooms and their
somewhat remote, hilltop location.

Financial District. The major demand generator for the Financial District lodging sector is the
high-density office population located within the area, both north and south of Market Street.
Typical guests in this sector are middle to high-income business, professional, and group travelers.

The market segmentation in the Financial District is weighted towards the commercial market, due
to its proximity to the dense concentration of office buildings. Area hotels enjoy high weekday, but
lower weekend demand patterns. Occupancy and ADRs in this sector have historically been
slightly above the overall city average.

Fisherman’s Wharf. This area is considered to be one of the top tourist attractions in Northern
California. Its hotels are designed and oriented primarily to service middle-income families visiting
San Francisco. However, given its proximity to the Financial District, the hotels attract a secondary
share of business travelers. Most of the major U.S. lodging chains are represented in this sector by
their respective mid-level products: Best Western, Hilton, Holiday Inn, Hyatt, Marriott, Radisson,
and Sheraton. Furthermore, the conveniences, entertainment, and support services available in
this sector are family-oriented. Consequently, visitors to San Francisco with families perceive a
more casual and comfortable ambiance in the Fisherman’s Wharf lodging sector as opposed to Nob
Hill, Union Square, or the Financial District. Historically, this sector has achieved the highest
occupancy of all of the city’s sectors. ADR, on the other hand, is typically below the overall city

average.

Civic Center/Van Ness Corridor. This lodging sector stretches along Van Ness Avenue, reaching
south from the San Francisco Civic Center into SOMA, north to Fisherman’s Wharf, and along

Mission Bay South, San Francisco
Page 39



Lombard Street into the Cow Hollow area. This lodging sector is characterized as servicing the
more price-sensitive visitors to San Francisco, as well as state and federal government employees.
A number of the lodging products in this area have large meeting facilities and cater to the mid-
market group segment. Historically, its composite occupancy and ADR tends to be the lowest of

the five lodging sectors.

Seasonality of Demand:

The seasonality of demand in San Francisco is largely tied to leisure travel, as well as the
convention calendar. Presented in the following table is a graph summarizing the occupancy of San
Francisco by month for the past four years.

San Francisco Occupancy by Month
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As noted, the summer months of June, July, and August are generally the strongest months due to
the seasonal increase of leisure travelers. March, April, May, September, and October are also
strong months due to convention activity. November, December, and January are the slowest
months as both commercial and leisure travel declines during the holiday season.
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Historical Supply and Demand Trends:
Presented in the following table is a summary of the historical growth in supply and demand for the

primary hotel supply in San Francisco from 1980 to 2004, as well as a 2005 forecast.

San Francisco
Primary Hotel Supply and Demand
1980 to 2004 and 2005 Forecast
Rooms Percent Rooms Percent Occupancy

Year Supply Change Demand Change Level
1980 12,341 3,500,000 77.7%
1981 12,533 1.6% 3,490,000 -0.3% 76.3%
1982 12,701 1.3% 3,245,000 -7.0% 70.0%
1983 13,968 10.0% 3,523,000 8.6% 69.1%
1984 15,502 11.0% 4,057,000 15.2% 71.7%
1985 15,615 0.7% 4,001,000 -1.4% 70.2%
1986 16,014 2.6% 4,226,000 5.6% 72.3%
1987 16,484 2.9% 4,404,000 4.2% 73.2%
1988 17,492 6.1% 4,648,000 5.5% 72.8%
1989 17,696 1.2% 4,521,000 -2.7% 70.0%
1990 19,158 8.3% 4,839,000 7.0% 69.2%
1991 20,429 6.6% 4,936,000 2.0% 66.2%
1992 20,885 2.2% 5,374,000 8.9% 70.5%
1993 20,623 -1.3% 5,420,000 0.9% 72.0%
1994 20,809 0.9% 5,598,000 3.3% 73.7%
1995 21,101 1.4% 5,853,000 4.6% 76.0%
1996 21,185 0.4% 6,124,000 4.6% 79.2%
1997 21,215 0.1% 6,295,000 2.8% 81.3%
1998 21,215 0.0% 6,319,000 0.4% 81.6%
1999 21,563 1.6% 6,351,000 0.5% 80.7%
2000 21,961 1.8% 6,549,000 3.1% 81.7%
2001 22,433 2.1% 5,543,000 -15.4% 67.7%
2002 23,351 4.1% 5,570,000 0.6% 65.4%
2003 23,753 1.7% 5,887,000 5.6% 67.9%
2004 23,925 0.7% 6,375,000 8.3% 73.6%

CAGR/Average 2.9% - 2.3% - 73.2%

2005 Forecast 23,925 0.0% 6,825,000 7.0% 74.0%

CAGR - Compound Annual Growth Rate 1980 to 2004

Note: Room supply changes are annualized based on the opening date of new hotels. 2005

Forecast does not reflect the impact of the current labor strike at 10 downtown hotels

Source: PKF C ing - C iled by HRA

As noted, between 1980 and 2004, rooms supply increased at a compound annual growth rate
(CAGR) of 2.9%. The largest increase occurred in 1983 and 1984 with the addition of the Hotel
ANA and the Renaissance Parc 55 Hotel. Over the past five years, supply has increased at a
CAGR of about 2.4%. The 1.6 % increase to 1999 was the result of the addition of the 423-room W
Hotel in May and the 198-room Palomar Hotel in September. The 1.8% increase in 2000 was the
result of the addition of the 107-room Orchard Hotel in November. The 2.1% increase in 2001 was
a result of the addition of the 252-room Holiday Inn Express & Suites Fisherman’s Wharf, the 34-
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room expansion of the Clift Hotel, the 277-room Four Seasons Hotel, and the 405-room Courtyard
by Marriott at Second and Folsom Streets. The 4.1% increase in 2002 was a result of the addition
of the 362-room Omni Hotel in February. Supply continued to increase in 2003 with the opening of
the 346-room Club Quarters Hotel in April and the 252-room Hotel Argonaut in August.

Between 1980 and 2004, rooms demand increased at a CAGR of 2.3%. It should be noted that
prior to the sharp decline in demand in 2001, the CAGR between 1980 and 2000 was 3.2%. The
strongest period of demand growth occurred between 1982 and 1984, upon completion of the
Moscone Convention Center and the addition of approximately 2,800 guestrooms into the market.
An additional increase was experienced with the completion of Moscone North in 1992 and is
projected to occur again as a result of the completion of Moscone West.

Between 1980 and 2003, occupancy has ranged from a low of approximately 65.4% in 2002 to a
high of 81.7% in 2000, with a 24-year average of 73.2%. It should be noted that between 1996 and
2000, the city achieved an average occupancy of 80.9%, deemed to be the maximum performance
of the local market based on the timing of demand and market seasonality. During this period,
there was a significant amount of unsatisfied demand, or demand that was turned away to other
Bay Area markets, due to the limited growth in supply between those years. In 2001, the citywide
occupancy declined in travel following the terrorist attacks of 9/11. The economy remained
stagnant in 2002 with modest demand growth of 0.4% despite a 4.0% increase in supply, which
resulted in an occupancy level of 65.4%, the lowest level in 24 years. In 2003, supply stabilized and
demand increased 5.6%, reflecting subsiding travel fears and the nascent recovery of the regional

and national economies.

With regard to 2004, supply increased 0.7% with the first full-year of operation of the Club Quarters
Hotel and Hotel Argonaut, as well as the closure of the Julianna Hotel. Demand increased 8.3%
resulting in a citywide occupancy of 74%. The 2005 forecast expects no new supply, a 7% increase
in demand, resulting in an overall projected occupancy of 74%. This strong growth in demand is
indicative of the continued US economic recovery, reflecting an increase in travel in all segments,
particularly the leisure segment.

Historical Average Daily Rate Trends:

Between 1980 and 2000, the citywide average daily rates (ADR) increased at a CAGR of 4.3%
annually, from $72.64 in 1980 to $169.74 in 2000. During this 21-year period, ADR declined only
once in 1991. This decline was the combined result of new supply in San Francisco in the late
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1980s coupled with the Persian Gulf War and the subsequent recession. As a result, hotel
managers in San Francisco began discounting room rates in order to induce demand from other
hotels in the area. The ADR rebounded somewhat between 1992 and 1995, and then increased

significantly between 1996 and 2000, as high demand resulted in occupancies in the 80% range.

As discussed earlier, beginning in 2001 the economic downturn and subsequent decrease in travel
aversion impacted the San Francisco hotel market. As a result, hotel managers again discounted
room rates, and ADR declined through 2003. In 2003, the city achieved an ADR of $138.31, which
is equivalent to 1996 and 1997 levels. At year-end 2004, city-wide ADRs stood at $147.10, a
healthy 6.4% gain over prior year. Presented in the table below is a summary of the historical
growth in ADR for San Francisco from 1980 to 2004.

San Francisco
Average Daily Rate

1980 to 2004 and 2005 Forecast
Year ADR Percent Change
1980 $ 72.64 -
1981 $ 83.46 14.9%
1982 $ 87.39 4.7%
1983 $ 90.31 3.3%
1984 $ 93.10 3.1%
1985 $ 98.06 5.3%
1986 $100.37 2.4%
1987 $103.89 3.5%
1988 $106.04 2.1%
1989 $109.78 3.5%
1990 $113.41 3.3%
1991 $111.55 -1.6%
1992 $112.20 0.6%
1993 $113.47 1.1%
1994 $116.50 2.7%
1995 $119.27 2.4%
1996 $125.67 5.4%
1997 $140.63 11.9%
1998 $152.86 8.7%
1999 $160.81 5.2%
2000 $169.74 5.6%
2001 $162.51 -4.3%
2002 $146.17 -10.1%
2003 $138.31 -5.4%
2004 $147.10 6.5%

CAGR/Average 2.8% -

2005 Forecast $152.00 3.3%
CAGR - Compound Annual Growth Rate 1980 to 2004
Note: Room supply changes are annualized based
on the opening date of new hotels. 2005 Forecast
does not reflect the impact of the current labor strike
at 10 downtown hotels
Source: PKF Consulting - Compiled by HRA
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During this 24-year period, ADR increased from $119.27 in 1995 to $169.74 in 2000, or ata CAGR
of 7.3%. Also included in the table is PKF’s 2005 forecast for ADR; 2005 ADR is projected at $152,
a 3.3% increase over 2004.

Future Market Expectations:

Beginning in early 2001, the San Francisco hotel market slowed significantly in conjunction with the
national economic downturn. As a result of international turmoil, occupancy and ADR continued to
decline in 2002. In 2003, hotel managers were able to induce demand into the city through
significant rate discounting. The opening of Moscone West and increases in travel in the second
half of that year also led to an increase in overall demand.

San Francisco Historical and Projected Market Performance
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EEEADR —e— Occupancy

Beginning in the second half of 2003 and carrying over through 2004, the regional economy has
experienced very modest growth as a result of strong earnings reports from local technology
companies, slight increases in downtown employment, and positive office space absorption. The
recovery of the San Francisco lodging market is projected to mirror the regional economic recovery.
As such, continued growth is projected throughout 2005, with stronger growth occurring between
2005 and 2007 as commercial, leisure, and group travel rebounds.
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Between 2004 and 2007, occupancy levels are projected to rise to the mid- to high 70% range, with
ADR growth above anticipated general inflation. Increases in occupancy will result from a
recovering economy and a resurgence in travel throughout all segments. The opening of Moscone
West is also projected to have a continuing positive effect on demand, as experienced in 1992 with
the opening of Moscone North, as the expansion allows the center to accommodate multiple large
conventions at one time. Furthermore, San Francisco has historically maintained an occupancy

premium over the composite occupancy of the United States, as indicated in the following table.

Comparative Occupancy Levels
San Francisco vs. Overall U.S.
1990 to 2004
Comparative Annual San Francisco
O Levels Premium
Year San Francisco Overall U.S. (Percentage Points)
1990 69.2% 65.0% 4.2%
1991 66.2% 64.6% 1.6%
1992 70.5% 66.2% 4.3%
1993 72.0% 66.9% 5.1%
1994 73.7% 68.9% 4.8%
1995 76.0% 70.6% 5.4%
1996 79.2% 73.1% 6.1%
1997 81.3% 73.8% 7.5%
1998 81.6% 72.6% 9.0%
1999 80.7% 71.4% 9.3%
2000 81.7% 70.9% 10.8%
2001 67.7% 63.1% 4.6%
2002 65.4% 61.5% 3.9%
2003 67.9% 62.2% 5.7%
2004 73.6% 67.5% 6.1%
Average 73.8% 67.9% 5.9%
Source: PKF Consulting - Compiled by HRA

As noted, San Francisco’s occupancy has remained above the national average every year from
1990 to 2004, with an average premium of 5.9 percentage points. Although the premium declined
slightly in 2001 and 2002, it should be noted that from 1996 to 2000, the premium ranged from as
high as 6.1% to 10.8%. This occupancy premium is projected to continue going forward as a result
of the following:

e The underlying strength of the San Francisco Bay Area’s highly diversified economy with
technology, tourism, financial, telecommunication, and basic industries; and,

e San Francisco continues to be a world-class destination for leisure travelers and convention

planners.
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Supply Factors

Additions — New Construction:

The strength of the local hotel market in the late 1990s has resulted in the planning and
development of numerous hotel projects, both in the form of building conversions, renovations, and
new construction on sites throughout the city. Three new hotels and one addition comprising 968
rooms were added in 2001, and the 362-room Omni Hotel opened in 2002. The 346-room Club
Quarters Hotel and the 252-room Argonaut Hotel opened in 2003. From 2004 onwards, 2,863
additional rooms are either under construction or proposed. However, due to the speculative
nature of the proposed properties, not all are projected to be developed, thus limiting the number a
new rooms that will actually enter the market. The following table summarizes all of the additions
to supply that have recently opened, are currently under construction, or are proposed for future
development. Itis noted that the proposed developments are presently not economically feasible.

San Francisco
Summary of Additions to Supply
2001 Forward
Property Location Rooms | Status Opening Date
1 Holiday Inn Express Hotel & Suites 555 North Point Street 252 Open Januray 30, 2001
2 Clift Hotel (expansion) 495 Geary at Taylor Street 34 Open August 2001
3 Four Seasons Hotel 757 Market at Third Street 277 Open October 3, 2001
4 Courtyard by Marriott 299 Second at Folsom Street 405 Open October 26, 2001
5 Omni Hotel 500 California Street 362 Open February 11, 2002
6 Club Quarters Hotel 424 Clay Street 346 Open February 24, 2003
7 Hotel Argonaut Hyde & Beach Street 252 Open August 18, 2003
Subtotal - 1,928 - -
8 St. Regis Third & Mission Street 276 u/ic July 2005
9 Hotel Vitale Steuart & Mission Street 200 u/ic March 2005
Subtotal - 476 - -
10 The Orchard Garden Hotel 466 Bush Street 86 Approved January 2007
11 Inter-Continental Hotel 888 Howard Street 550 Approved April 2007
12 Extended Stay Hotel (Phillips Club) 301 Mission Street 120 Approved TBD
13 JW Marriott Broadway & The Embarcadero 260 Proposed TBD
14 Accor Hotel Project (two hotels) First & Mission Street 550 Proposed TBD
15 Mission Bay Hotel Third & Mission Rock 500 Proposed TBD
16 Hotel SoMa Fifth & Townsend 75 Proposed TBD
17 M31 Hotel Ellis & Powell Street 160 Proposed TBD
18 Old Federal Reserve Building 301 Battery Street 86 Proposed TBD
Subtotal - 2,387 - -
Total Completed, Under Construction, and Potential Additions 4,791 - -
U/C - Under Construction
TBD - To Be Determined
Source: PKF C ing & Various City Planning Departments - Complied by HRA

A brief discussion of the 11 hotels that are currently approved, under construction, or proposed for

development is presented in the following text.
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The St. Regis hotel with 276 rooms and 100 plus condominium units is under construction at
3 and Mission Streets with a projected opening in July 2005, greatly delayed from an
earlier planned opening in January 2003, as construction was stalled due to financing
reasons. The project is adjacent to the San Francisco MOMA, and will also include 13,000
square feet of meeting space and a 20,000 square foot cultural center. The developer for
this project is Boston-based Carpenter & Company, who has selected Starwood Hotels &
Resorts as a partner and operator of the proposed hotel. St. Regis is Starwood’s luxury
brand.

The Joie de Vivre Hotel Group together with the Emerald Fund has developed the 200-room
Hotel Vitale that is also scheduled to open in March 2005. The “post-hip,” upscale, boutique
hotel is located along the Embarcadero waterfront at Mission and Steuart Streets at a

former bus layover parking lot.

The owner of the Orchard Hotel at Bush and Powell Streets is currently evaluating the
construction of an 86-room boutique hotel to be built at 466 Bush Street, near the gates of
Chinatown at Grant Avenue. The proposed Orchard Garden Hotel will be operated in
conjunction with the existing Orchard Hotel, which is located only two blocks away. We
understand that the guestroom product and amenities at the new hotel will be very similar to
the Orchard Hotel. Construction is estimated to begin in early to mid 2005, and the hotel is

projected to open in January 2007.

The 550-room Inter-Continental San Francisco is proposed for 888 Howard Street, at the
northeast intersection of Fifth and Howard Streets, adjacent to Moscone West. The hotel
willinclude a restaurant and bar, approximately 40,000 square feet of meeting space, a spa,
swimming pool, and on-site parking. The property is scheduled to open April 2007.

A 120-room extended stay hotel has been approved as part of a mixed-use office,
residential, and hotel project to be constructed at 301 Mission Street at Fremont Street,
adjacent to the Transbay Terminal. The project is being developed by Millennium Partners,
and the hotel is to be affiliated with Millennium’s Philips Club concept. The opening date for
the project is yet to be determined.

A JW Marriott hotel is planned on a 5.8-acre site consisting of two separate parcels at
Broadway and the Embarcadero. We understand that the Port of San Francisco has
selected Stanford Hotels Corporation as the developer. The proposed hotel will have
approximately 260 guestrooms. The project is currently in the early planning stages, and a
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completion date has not yet been announced, and therefore the project is also considered
very speculative.

e In December 2000, Accor purchased a site at First and Mission Streets for the development
of a 400 room Hotel Sofitel. The project, now envisioned to be a 550-room Motel 6 and Red
Roof Inn hotel complex, is speculative at this time, and the company has come under
criticism for its revised plans to develop lower-end hotel projects.

e FOCIL-MB has a site available within the Mission Bay South project. The master plan
development for Mission Bay includes a hotel with up to 500 rooms.

e A boutique Hotel SoMa, labeled in the press as a “glitzy furniture district hotel” has been
proposed for the corner of Townsend and Fifth Streets by the developers of the Hotel
Healdsburg in Sonoma County, Merritt and Circle Sher. The proposal is for the 75-room
hotel to be built in the Showplace Square neighborhood of San Francisco, an area
characterized by many interior design shops and offices. The location of the site would be
an old office building that would be demolished to make room for the hotel. The project is
considered speculative at this time as neither the approval has been received for
construction of the hotel, nor has financing for the project been secured.

e The M31 Hotel is a proposed 160-room property to be located at the corner of Ellis and
Powell Streets. Personality Hotels, which currently owns and operates five boutique hotels
in San Francisco, is the developer for the project. The development is also in its preliminary
planning stages and is considered highly speculative at this time.

e The Rosetta/SRK Partnership, a Carmel-based development group, has unveiled a proposal
to redevelop San Francisco’s Old Federal building at 301 Battery Street. The project
includes an 86-room hotel, 30 timeshares units, a restaurant, and spa. We understand that
Raffles Hotels & Resorts has been selected as the operator for the hotel. The project,
however, is still in its preliminary planning stages.

The addition of 1,928 guestrooms between 2001 and 2003 and the future addition of the 476 guest
rooms under construction between 2003 and 2005 result in an 11 percent increase in supply over
the 2000 base of 21,961 rooms. However, assuming that hotel demand in the market resumes at a
rate which bas been achieved during more typical years of operation, such as during the mid-
1990’s, the additional supply should not have a significant impact on overall hotel occupancy in San

Francisco.
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New Construction Fundamentals:

Experts within the hospitality industry report that the all-in costs of constructing new hotel product in
San Francisco are $300,000 per key. The consensus among these experts is that room rates
(ADRs) must be at $250 per night, and occupancy between 75% and 78% to support new
construction. The existing construction is considered special, as these products enjoy unique
positions in the hospitality sector, allowing them to achieve these rate and occupancy levels on a
pro forma basis. Itis generally concluded that the overall San Francisco hospitality market will not
achieve the necessary ADRs and occupancy levels to support new construction for three to five

years.

Deletions to Supply

It should be noted that the 107-room Juliana Hotel, which was a boutique property located
proximate to Union Square, was sold to Trendwest Resorts, Inc. in July 2004. The hotel was
subsequently closed for renovation and conversion to timeshare use. The closure of this hotel will
benefit the overall boutique hotel market in Union Square. In addition, the 144-room Hotel Cosmo,
which also recently transferred, has been closed.

Hotel Market Conclusions

As with the US hospitality market in general, the San Francisco hotel industry has suffered difficult
times over the last four years, largely the result of the national and regional recessions and the
events of 9/11. The market hit its nadir in 2002/2003 and has experienced a moderate reversal in
2004 and is expected to have good levels of ADR growth and increasing occupancy going forward.
New construction is feasible for specially positioned properties only at the current time. Market
participants expect the San Francisco hotel market to experience a new development cycle three to

five years in the future.
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Site Description

PROPERTY DESCRIPTION

Mission Bay South covers 237.8 acres. Only 62 acres of Mission Bay South are expected to be

taxable under CFD No. 6 and are the subject of this report. The portions of Mission Bay South that

are not taxable under CFD No. 6 include: the 43 acre UCSF Campus, 12.2 acres of affordable

housing land, 8.9 acres of non-Catellus privately owned land, with the remainder of the non- taxable

land consisting of parks, view easements, streets, water, and public facilities.

Location:

Size/Shape/Frontage:

Streets:

Utilities:

Toxic Contaminants/
Hazardous Waste:

Soils:

The site is located approximately 1.5 miles south of San
Francisco’s Financial District. The general boundaries are:
the Mission Creek Channel to the north, Mariposa Street to
the south, 7"" Street to the west, and the San Francisco Bay
to the east.

The individual parcels that comprise the subject site range in
size from 0.8 to about 6.0 acres. These parcels are generally
rectangular in shape and front public streets.

The existing and proposed streets will be asphalt paved and
have concrete curbs, gutters, and sidewalks. Third Street will
be the main north/south arterial through the subject site.
Sixteenth Street will be the major east/west arterial.

All utilities will be available at the subject property lines.
Pacific Gas and Electric will provide the gas and electricity for
the project. The sewer and water services will be provided
by the City of San Francisco. SBC provides telephone
service.

An environmental report on the subject property was not
reviewed by the appraisers. We have been informed that the
Regional Water Quality Control Board has overseen the
investigation and remediation of hazardous materials from
the project area. The appraisers are not qualified to detect or
advise on such matters, and offer no warranty or opinion.
This appraisal and the value conclusions contained
herein assumes there is no toxic contamination.

This appraisal assumes the soils at the subject site are
adequate to provide necessary support and drainage for the
subject improvements.
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Topography:

Access:

Earthquake Zone:

Flood Zone:

Zoning:

Designation:

Allowable Uses:

Height Limit:

Commercial Density:

Residential Density:

Parking:

Zoning Conclusion:

Site Conclusion:

Level and at grade with adjacent streets.

The subject site is considered to have excellent access to
major surface transportation routes.

The subject property is not located in an Alquist-Priolo
Special Studies Zone.

There are no flood zones in the city and county of San
Francisco.

Mission Bay South Redevelopment Plan and Design for
Development, San Francisco.

The area is divided into three sectors: Hotel, Mission Bay
Residential, and Commercial. The Commercial component
has bio-tech related uses as an allowable use. All of these
sectors allow retail uses as a component of development.

160 foot tower (representing 7% to 15% of developable area)
over a 65 to 90 foot base.

Ranges from 1.2:1 to 7.5:1. The average is 2.6:1

Ranges from 91 units per acre to 150 units per acre. The
average is 125 units per acre.

Residential: 1/unit
Commercial: 1/1,000 SF
Bio-tech (1.735 million SF): 2/1,000 SF
Retail: 1/500 SF
Hotel: 1/16 rooms

The proposed improvements were designed according to the
Redevelopment and Design for Development Plans.

The subject site is functionally adequate for its proposed use
as a mixed-use development.
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Planned Development Description

General Description:

According to information provided by Catellus Corporation, the subject property consists of nine
residential development parcels ranging in size from 1.1 to 2.3 acres with an average size of 1.7
acres. In addition to some retail space, these parcels will accommodate 112 to 315 units with an
average of 215 units. The corresponding site densities range from 91 units per acre to 150 units per
acre with an average of 125 units per acre. Excluding the GAP and Gladstone building sites, there
are 15 office/biotech/R&D sites. These sites range in size from 0.8 to 3.8 acres with an average size
of 1.6 acres. These sites will accommodate 80,000 to 480,000 square feet of gross building area
with an average size of 231,756 square feet. The site densities range in FAR coverage from 1.2:1 to
7.5:1 with an average of 2.6:1. In addition, there are four parcels containing about 9.4 acres that are
in the approval process to be used for a hospital, and will comprise the new UCSF 200-bed facility
discussed earlier. The Hotel site is 2.7 acres and will accommodate 500 rooms in addition to some
retail space. A summary of the parcels appears in the following table.

Mission Bay South: Inventory
Residential Parcels Office/Bio-Technology Hotel Parcels

Plan-Parcel’ Size: Bldg:  Plan-Parcel Size: Bildg:  Plan-Parcel Size: Bldg:
Number Acres Units Number Acres SF Number Acres  Rooms
2 21 315 26a 1.9 298,347 1 2.7 500

3 11 100 26-1 0.8 280,000

4 1.5 192 26-2 0.9 150,000

6 16 158 271 0.8 275,000

10A 11 112 291 0.8 187,000

10 23 276 30 1.9 187,000

" 1.9 236 311 0.8 187,000

12 20 273 31-2 1.0 187,000

13 1.9 273 32 1.9 187,000

Total: 15.5 1,935 33/34 3.8 550,000

36-39° 9.4 0

40 34 480,000

411 1.0 80,000

41-4 1.7 174,000

41-5 1.5 174,000

41-7 1.5 80,000

Other? 10.8 NA

Total: 43.8 3,476,347

Notes: (1) Planning Block - Parcel Number
(2) Additional parcels in the CFD not appearing in the table above; The GAP, Gladstone and miscellaneous
items such as parking structures and private parks.
(3) Blocks 36 - 39 represent land that are proposed for the UCSF hospital.
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The table below presents a summary of parcel ownership.

Mission Bay South: Inventory by Ownership
Residential Bio-Tech Office Hotel
Plan-Parcel _Density' o Plan-Parcel _ Density’ [o] ip__ Plan-Parcel _Density’ Ownership
2 315 Bosa Dev Corp® 26a 298,347 FOCIL-MB 1 500 FOCIL-MB
3 100 FOCIL-MB 26-1 280,000 Alexandria REE
4 192 FOCIL-MB 26-2 150,000 Alexandria REE
6 158 FOCIL-MB 271 275,000 Alexandria REE
10A 112 Bosa Dev Corp3 29-1 187,000 Alexandria REE
10 276 Bosa Dev Corp3 30 187,000 Alexandria REE
1 236 Bosa Dev Corp3 31-1 187,000 Alexandria REE
12 273 Bosa Dev Corp3 31-2 187,000 Alexandria REE
13 273 Bosa Dev Corp3 32 187,000 Alexandria REE
1,935 33/34 550,000 FOCIL-MB
36-39° 0 Catellus
40 480,000 FOCIL-MB
411 80,000 Alexandria REE
414 174,000 Alexandria REE
41-5 174,000 Alexandria REE
41-7 80,000 Alexandria REE
3,476,347
Notes: (1) Number of entitled residential units, SF of office or hotel rooms.
(2) Currently under purchase contract from FOCIL-MB; expected to close in June of 2005
(3) FOCIL-MB is the current owner, but these parcels are under future purchase contract to Bosa Development Corp.
(4) Blocks 36 - 39 represent land that are proposed for the UCSF hospital.
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HIGHEST AND BEST USE

Highest and Best Use is defined as:

"That reasonable and probable use that will supply the highest present value, as defined, as of
the effective date of the appraisal.

Alternatively, highest and best use is:

The use, from among reasonable, probable and legal alternative uses, found to be physically
possible, appropriately supported, financially feasible, and that results in the highest present
land value."

Highest and Best use is determined by:

1. Assuming the site is vacant and available for development and improvement;

2. Defining what improvements could and should be made to existing improvements, if
any, to provide the maximum return to the property; and

3. Evaluating which use, among those that are feasible, results in the highest land value.
Feasibility must conform with legal/political constraints (zoning and planning
requirements, as well as the political environment), technical constraints (soils,
topography, design), linkage constraints (streets, sewers, services, etc.), market
constraints (supply, demand, competitive standards), and financial constraints (cost-
benefit relationships).

Investigation of the subject site, its neighborhood, and the zoning regulations imposed by San
Francisco, reveal the following considerations with regard to the most likely profitable use of the

subject site:
Zoning: Mission Bay South Redevelopment Plan and Design for
Development, San Francisco.
Topography: Level and at grade with adjacent streets.

Surrounding Uses: Light industrial, office, and multi-family residential.
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Highest and Best Use as Unimproved

Legally Permissible:

The Mission Bay South Redevelopment Plan and Design for Development guidelines govern the
subject property. These guidelines provide for mixed-use development of the site with Commercial,
Industrial, Residential, Retail, and Hotel Components.

Physically Possible:

The parcels that comprise the subject property feature level topography, regular shapes, and typical
sizes for the area. All of the necessary utilities and public services and amenities are available to
the site. Based on the foregoing, all of the legally permissible uses appear physically possible to

develop.

Financially Feasible:

As discussed in the Market Analysis sections of this report, the local residential and biotechnology
real estate markets are currently strong and new development is occurring. The hotel market is
suffering from a slowdown in business travel and tourism and hotel development is not currently
financially feasible. There is currently an oversupply of office space in San Francisco and rental
rates are not high enough to justify new construction. Based on this discussion, residential and
biotechnology construction are currently financially feasible uses for the subject property. The most
likely financially feasible uses for the subject’s land designated for hotel would be to hold for future

development.

Maximally Productive:

Since hotel use is not currently feasible to develop, the maximally productive use of the subject site
is phased development of its approved uses. Residential and Biotechnology properties can be
developed immediately. Hotel will be developed when demand becomes strong enough to justify

new construction. Market participants anticipate this occurring in approximately 3 to 5 years.

Highest and Best Use as Improved

For the highest and best use of the subject property, as improved, the functional utility of the
existing improvements is considered. Although the subject property consists of mostly vacant land,
there are some older industrial buildings, parking lots, and a golf driving range. Some of these
elements generate lease income. A schedule of the income is included in the discounted cash flow
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section of this report. Residential and biotechnology developments are currently feasible and hotel
is not. Therefore the highest and best use of the subject property, as improved, is to develop those
sites identified for residential and biotechnology uses that are unencumbered with leases. Interim
income should be collected from the hotel site until development is feasible.
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VALUATION METHODOLOGY

The value of the real property is estimated through one or more of three approaches to value. The
three approaches are the Cost Approach, the Sales Comparison Approach and the Income
Approach.

The Cost Approach incorporates the depreciated cost of improvements, land value as vacant and
available for its highest and best use, and an entrepreneurial profit. Itis based on the premise that
the value of a property would not be greater than the cost of constructing a building of similar utility
on a comparable site.

The Sales Comparison Approach incorporates an analysis of sales of similar properties, with
adjustments for differences in location, quality, size, tenancy, age, and other characteristics. This
approach is based on the principle of substitution, which states that a buyer would not pay more for
one property than for another that was equally desirable.

The Income Approach is based on the income generating capabilities of a property. Depending on
the actions of the market, a capitalization rate may be applied to net income, or projected net
income (including property reversion) over a holding period may be discounted to a present value.
This approach is based on the principle of anticipation, which means that the value is created by the

expectation of benefits to be derived in the future.

The appraisers utilized a Discounted Cash Flow analysis (DCF) to estimate the bulk value of the
property owned by FOCIL-MB. The Sales Comparison Approach is used to estimate the values of
the individual Biotech/R&D, Residential, and Hotel sites. A prior appraisal is used as the basis of
estimating value of the GAP property. A combination of construction costs and estimates of the
land value are used to estimate the value of the Gladstone property. Finally, a capitalized analysis
is used to estimate the value of the UCSF hospital ground lease. The Cost Approach has been
omitted because buyers of properties like the subject do not consider this approach in their
purchasing decisions.
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SALES COMPARISON APPROACH RESIDENTIAL LAND
The Sales Comparison Approach is an estimate of market value based on an analysis of recent
sales and current listings of similar properties. This approach is based on the proposition that an
informed purchaser would pay no more for a property than the cost of acquiring a substitute
property. The Sales Comparison Approach is most reliable when an active market produces a
As such the appraisers have analyzed recent sales of vacant residential development land via the
The market value of the land is estimated by direct comparison with similar parcels that have sold,
with adjustment made for factors that affect value, such as location, size and physical attributes.
Numerous comparables were investigated and five were selected for this analysis. The subject sites
will contain a retail element, and all but one of the comparable sales also contains a retail element.
The land sales have been analyzed on a price per unit basis, and are compared to the subject on
The table on the following page summarizes the comparables used in our analysis. Please refer to
the map on the page following the sales summary for the location of each sale. The following

the bases of: location, size, topography, and density.
analysis relates the comparable land sales to the subject site.

sufficient number of comparable sales.

Sales Comparison Approach.

SIX'SISTY L¥0
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COMPARABLE RESIDENTIAL LAND SALES MAP

Analysis & Adjustments

The unadjusted sales prices range from $79,688 to $101,364 per unit, or $256 to $674 per square
foot. The comparable land sales have been analyzed and adjustments have been made based on
demolition/other site costs, property rights transferred, financing, conditions of sale, market
conditions, location, size, frontage, topography, density, entittements and Special Assessments. All
of the properties have similar offsite costs associated with their in-fill development. An adjustment

for the subject’s special taxes will be made at the end of the analysis.

Demolition/Other Costs:
All of the sales were vacant and ready for development at the time of sale.

Property Rights Transferred:
All of the comparables sold in fee simple interest, and no adjustments for property rights transferred
were required.

Financing:

All of the sales sold with cash or cash equivalent financing and an adjustment for this factor is

not made.
preEsE Conditions of Sale:
z B 1 . . " . .
4 2 st ey All of the transactions represent arm’s length sales and no adjustment for conditions is required.

rermiet 1

Market Conditions:
Discussions with the buyers and brokers in the subject’s land market and the analysis contained in

the Market Trends section of this appraisal indicate that the market for residential land has been

stable over the last 12 to 18 months; no adjustments for market conditions are required.

Location:

Comparable 1, located in a more remote area of CDF-6, is considered to have slightly inferior

| location characteristics compared to the majority of residential parcels, as the majority are more

'mmmle, T — : : i 2 o closely located to the UCSF campus; Sale one requires slight upward adjustment for location.

freale 112800 Tesan Levili 140 Danan WEHEL

Sales 2, 3, and 5 are in the slightly superior North of Channel RDA, and the adjacent South Beach
neighborhood, requiring slight downward adjustments for location. Sale 4 is located in a slightly

inferior area of the South Financial District, requiring upward adjustment.

Mission Bay South, San Francisco Mission Bay South, San Francisco
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Development Size:

Generally, smaller development sites command premiums compared to larger sites. This is due to
the larger pool of buyers competing for smaller project sites and the increased time and risk
associated with developing large projects. The subject’s residential sites have the potential to
construct an average of 215 residential units with some retail space; this represents a typical size
for institutional developers. All of the sales required linear adjustments for variance in size.

Frontage:

The subject’s residential parcels enjoy corner or multiple street frontages. Corner frontage offers
significant advantages over interior located sites for both residential and commercial applications
due to superior access characteristics, views, light exposure and exposure to vehicular and
pedestrian traffic. Sales 1, 2 and 4 did not require adjustment for frontage. Sale 3 has interior
frontage, but fronts a park to its south and therefore requires only slight adjustment for frontage.
Sale 5 is a narrow rectangular parcel that will be surrounded on its western and northern perimeters
by a large seven to 10 story residential project currently under construction; Sale 5 requires more

significant upward adjustment for inferior frontage.

Topography:
Both the subject’s residential parcels and the sale comparables are generally level development
sites; no adjustments for topography are required.

Density:

The subject is in the middle of the range with an average density of one residential unit per 349
square feet of lot area. Higher density developments are more costly to construct and their sites
tend to sell at a lower price per unit. Sales 1 and 3 are considered to have similar density
compared to the subject and no adjustment is required. Sales 2, 4 and 5 have inferior density

factors, requiring upward adjustment.

Entitlements:
The subject’s residential parcels enjoy full entittement for their proposed development. All of the
sale comparables sold with entitlements, and therefore, no adjustments are required.

Mission Bay South, San Francisco
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Special Taxes:

The subject parcels, and those comparable sales located in CFD-6 and the North of Channel RDA
have the burden of special taxes and assessments. Sales 4 and 5 do not share this burden, and
require adjustments that are discussed at the end of this section.

Reconciliation:
Once adjusted for the aforementioned factors, the comparable sales present a range from $95,526
to $103,594 per unit.

Consideration of the Special Taxes:

Development sites within the subject property and the North of Channel RDA are encumbered by
special taxes. A summary of the special taxes is presented in the table on the following page. The
present values of the special taxes allocated to each component are calculated in this table.
Therefore, Sales 4 and 5 must be adjusted downward by the subject’s estimated residential tax
burden of $10,570 per unit. Therefore, Sales 4 and 5 provide tax adjusted market value indicators
of $93,024 and $89,430, respectively. Therefore the range in adjusted values is from $89,430 to
$96,827.

Final Reconciliation & Conclusion — Residential Condominium Land:

The most comparable transactions surveyed are Sales 1, 2, 3 and 4, bracketing a range in values
from $94,567 to $96,827. Due to the current strength in the residential market and the attractive
new infrastructure proposed for the subject neighborhood, reconciliation to the upper end of the
adjusted range is appropriate. Consequently, we have estimated the fee simple value of the
residential condominium parcels within the subject property at $96,000 per unit.

Apartment Land Analysis & Conclusion:

Block 4 is entitled for the development of 192 apartment units. It can be developed with apartments
only. Apartment land is somewhat less valuable for development purposes compared to land
entitled for condominium use. To estimate a reasonable discount to apply to Block 4, an analysis of
recent condominium and apartment sales transaction in the North of Channel RDA is considered.
The sales are displayed in the chart accompanying the Property History section at the beginning of
this report. Condominium land in the North of Channel area is currently valued at about $100,000
per unit by the market. The sale of APN 8707-003 involved a parcel entitled for the development of
194 apartment units. The land was purchased by Urban Housing Group, and sold for the equivalent
of $75,000 per unit, indicating a discount of $25,000 per unit compared to similar condominium

Mission Bay South, San Francisco
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land. This supports the general market consensus that apartment land is approximately 25% to Summary of Special Taxes: Commercial, Residential & Hotel
30% less valuable for development purposes in the present environment, compared to Assumptions:

condominium land. Using a $25,000 per unit adjustment factor, Block 4 is estimated to have a

__Acres %
market value of $71,000 per unit. Commercial’ 90 146%
Other Commercial® 348 561%
Residential 155 250%
brel 27 44%
Total 620 1000%
Inflator 20%
Permanent OAR® 80%
Discount Rate* 532%

Special Assessments & Tax Matrices

Non-Infrastructure (Permanent)

$/Acre Commercial Residential Hotel
Item® Annual __ Current Per FAR Per Unit Per Room
CFD-M 15,505 15,815 020 127 85
MBMC 312
COA 3,400 3,468 004 19
TMA 020 60 85
044 499 189
Capitalized: $5.54 $6,234 $2,364

Infrastructure (26 Years)6

Total Pro Commercial Residential Hotel
Item NPV Rata Per FAR Per Unit Per Room
CFD-6 $33,560,844 706% $518
250% $4,336
44% $2,923
Total Adjustment for Encumbrances $10.72 $10,570 $5,287

Notes:

1. Commercial parcels appearing in the DCF

2. Additional properties in the CFD not subgct to discounting; the 8P, [@dstone, AREE
bulkpurchase and misc.taxable land.

3. Permanent taxes are capitalized at an OAR ¢verall rate, or capitalization rate)reflectin g
the blend of property uses.

4. Infrastructure taxes are discounted over the expected life of the M-R bonds, and utilize
the Municipalitys cost of capital.

5. CFD-M <€FD Maintenance. MBMC #Mission Bay Maintenance Corp. COA =
Commercial Owners Association. SBA Special Benefits Area. TMA Sransportation
Management Association. Taxes are paid by developed property owner, only. Taxes
estimated by Catellus.

6. Infrastructure has a discounted hold of 26 years, the approximate time progcted to
eliminate the M-R bonds.
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SALES COMPARISON APPROACH - BIOTECH/R&D LAND

We have prepared a separate analysis of the underlying land value of the Biotech/R&D sites within
the subject property. The sales used in this analysis are low- to mid-rise bio-tech development sites
located within CFD-6 and in a competing biotechnology area in South San Francisco. A variety of

relevant adjustments are made to the comparables for comparison to the subject. The subject’s

bio-tech office parcels have a mean size of 131,261 square feet and an average entitled FAR of
266,765 square feet of building area. These averages will be used for comparison to the sales.

The land sales have been analyzed on a price per F.A.R. basis, based on the approved or maximal

gross building area for the properties.

The table on the following page summarizes the comparables used in the analysis. Please refer to
the map on the page following the sales summary for the location of each sale. The following

analysis relates the comparable land sales to the subject site.
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COMPARABLE BIO-TECH/R&D LAND SALES MAP

Bra-rean

omor Land sale 1

Paicin

i

%

k-

cina

R -

Ela-Toch omiee Land gale 3]

AT ceh s oo

Mission Bay South, San Francisco

2000 T, Tne . P 0472080

@ 2066 Dulmane. X1Tog.

* 9z J0"¥v4 ue Joj eale bul

‘wsjueyoaw Buoueuy JUBLIAIOU! X&) aU Ul djed

Ulew SyoeUBLY Jedu

auehs 000009 JO UOONIISUOD 3y 10} Sferoidde PaRaIUOE PUE ‘BA0D 198 A&

*S3LON

51500 BINJONIISELU] B)IS-UO 81eAud 10} 000°00€$ Pied osie JoAng 8y "s}s00 sinonJseul alignd o aleys elei-oid SENS 8y} 0} JUNODOE 0} 000°008'Z$ PESEaIOU] Sem aoud sy}
ed 10U se0p puE AUe )  §OId-UOU € S| JaANG BU) BSNEVBE UONONIISUOD JapUN AJUBLINS Bulp|ing SNAWEd 450N 100} 8JehbS 000°00% 8Y) JUBOHPE PalEsd) si

a)Is 8y 4SON Yum pajeljye uoneziuebio yosessal Jjoid-uou e se paziuebio jsny)  a|qejueyd e S| JaAng sy "Ajjioe) yoJeasal saouaios a))| 100j aiebs 000081 B JO Juswdojeasp 8y} Joj PajiuS SEem a)IS SIyL p "ON 9|qesedwo)
“a0edS UOISUBAX® 1USHPE )M AUBdwoo ay) apioid (M pue ‘sndweo
s 8y “80edS 801110 Y901-01q 10 JS 000009 10 JusWd  OjaABP BU) Jo} Bumolie 8BUEYD asn & BulAeoal Jaye |aoJed ay) paseyoInd 4OBIUBL “000Z S1€| U 80BdS 0110 [Jouab J0 190}

g 10doud ay) paus)slyd say "SE6 1 1. ay) ul ‘Jadojanap ajejse |eal paseq sexa | abie| e ‘say Aq paseyoind sem ayis siy | g "ON 9|qesedwo)

158§ 10) SMOJIE 12y} 1 Aq pepo ddns s1 8 SIL *500Z Ui Pe1a|dLuod aq [m pue punoib §oiq ARUsoal SIS SIU) UO PBjONISUOD aq M jey) sBuip)

J03say 8y "sndweo 4SO ay) 0} Juaodpe Ajajelpawiwi pue Bulp|ing auojspe €1 @ 8y} Jeau pajeoo] ‘JuawidojaAap a01J0 YI)-0Iq JO 193} a1ebs 000‘80S JO UONONISUOD BY) JO) PAIIUS PUEJ JO BJES JUBdaY :Z "oN @|qesedwo)
500 d JE|ILUIS 10} UOIEJOPISUOD JBPUN SIAYO [EUONIPPE BIE 010U} ‘WLIBJUI BU) U] “BN[EA JO JOJEdIpUl BUOIIS & PeJopISUOO S| pue
SIYL "900Z 840}0q JoU pINoo * 1 0} enp pue |eosed Joajul aney ‘sndwieo

Inq $5016 Jo J05) B1ehS GO,°

99z oAey 0} paje!

50 51 [001ed Jodans eBesone oy "sles Jo s je paroidde se 1o Buiuoz Jod Ajsusp [eEWWED WNWIXEN (G

‘Josy Ul passaidxe yuwi| 16 ()

Jaew o} o syuOW se pajusseid ‘o Bupde (§

‘JoesUuEl) JOU PIP Jeu) Jayo Jusdel e

4SON 8Y) WOy PAAOWSS JBYUMBWOS UinoS Aeg uoissi|y Jo uoiod uiejseayinos ay | ul pajeso| ale sjeosed ay | ‘JuswdojaAsp 8210 yo8}-0iq JO 198} m‘_m_um.ocodmm O UORONIISUOD 8Y) 10} PajIUS IS SIYL :} "oN 9|qesedwo)
:SINIWNOD
B a/duion
094 salep €10
97 sejnBueiosy €10
558 7253 Aeg uosssiy 19A97 192°s1L I19918d Y991 -01g 8besany Aeg uolssiy
1o3rans
SR a1a(dwod S60€16
05 je211SZ LLEL 000'009'ZL$ WN
Juswdojenaq snisleD oe Jenbuepey LLEL ybueTswlyy  000T00FE WN feq uol
SeINyISU| BUOISPE] PNE 08 01z N jone] 686'65 used 000'005°6$ Lo/e S|eaNS 9 SUSMO ¥
SR ea(dwod WN
0oL Jaui0) 00002 WN
J1'siseselu] sop 20 JtenBouy 00002 ybusT sy WN a1y JueLdo|oAepaY JBIEMIBBUS - 4SS
yosjueLe L 8g$ Vay elemesys 1Ao7 002°148 yseo 000°000°€€$ 00z 9% 101 AM jo1sB9 ‘PG JUIOd JBISAO ¢
B sleidwo
091 Jaui0) 0045
1wewdojereq snjjeed 0z JenBou) 0045 ybue swuy N
sonib3 ejeis3 [eay eupuexsly 19$ szLs uinos an 1ore 262'8vC uysed 000°000°L€$ $0/6 BYGYELEr-IppOE T
SR sje(dwod WN
091 U100 008€ WN
9N-11004 €€ JeinBueioay 008e B0 R0y N Aeg uoiss|
[enuapyuo) 55$ €818 winos an 1ore 825'G9L used 000'052'0€$ Jalj0 edey ve-gopolg L
J9)198. yV/4S/$ 4s/$ sjerouddy sa)Isyo ‘Y JoN puo) e01d sejes (e) suny #3uswnooq ‘ON
19hng (9) nwir H abejuoiy oy 19 Bupoueury Bupexiey NdV
(q) ¥v4 adeys FS 1e3Q uoyeso
Bujuoz ‘odo).

S3ITVS ANV A8U/HOIL-019 I7aViVdINOD

SIX'SIST 0™ Lv0



Analysis & Adjustments

All of the sales are bio-tech/R&D development properties in CFD-6 and a competing area of similar
type development in the Oyster Point area of South San Francisco. Due to the range of allowed
development densities, the most appropriate value measurement is the price per F.A.R. or maximal
building area allowed. As discussed earlier, the average subject site is 131,261 square feet, or 3.01

acres, and will accommodate a 266,765 square feet entitled building area.

The unadjusted sales prices of the comparables range from $55 to $70 per F.A.R. The comparable
land sales have been analyzed and adjustments have been made based on demolition/other site
costs, property rights transferred, financing, conditions of sale, market conditions, location, site
area, project size, topography, entitlements, offsite infrastructure and special taxes. All have
multiple-street frontages and no adjustments for frontage are required. Adjustments for special

taxes will be made in the reconciliation section.

Demolition/Other Costs:

As indicated in the Comments section of the Sale Summary table, the sales price of Comparable 4
was increased $2,800,000 to account for its pro-rata share of the public infrastructure costs. This
buyer is also required to spend $300,000 to construct a private road on its site for a total upward
adjustment of $3,100,000. The remaining comparables are considered to be finished development

sites and no adjustments are required.

Property Rights Transferred:
All of the comparables sold in fee simple interest, and no adjustments for property rights transferred

were required.

Financing:

Sales 2, 3 and 4 sold all cash to the seller; no adjustment for financing is required.

Conditions of Sale:

Sales 2, 3 and 4 involved arm’s length transactions and no adjustment for this factor is warranted.
Comparable 1 is a recent offer for the purchase of Blocks 33 — 34. The seller reports that the offer
did progress to a sale, but that similar offers at the same price are under consideration.
Comparable 1 has been included, as the appraisers consider it a strong value indicator.

Mission Bay South, San Francisco
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Market Conditions:

As discussed at length in the Market Analysis section earlier, the market for bio-tech office land
dropped dramatically with the implosion of the general office market. Generally the market for bio-
tech office land softened in the 2000/01 period, dropped from late 2001 to 2003, and has exhibited
strong growth based on favorable market fundamentals in the interim. In summary, the market has
yet to achieve the levels of 2000, but has dramatically out-performed the general office land
investment market to date. Therefore, only the oldest transaction, Sale 4, requires adjustment for

superior market conditions.

Location:

The subject’s bio-tech land parcels are considered to have good location characteristics. Sale 1 is
considered to have equivalent location characteristics compared to the subject’s. Sales 2 and 4 are
located in the CFD’s prime bio-tech area, adjacent to the dense development underway within the
UCSF campus. These sales have superior location characteristics compared to the subject,
requiring downward adjustment. Sale 3, located near the Genentech campus, but more remote
from the non-Genentech bio-science center, is considered to have somewhat inferior location

characteristics, requiring upward adjustment.

Site Size:

Generally, larger sized building sites tend to yield lower unit values compared to smaller sites. The
subject’s average site is considered to fall within the middle of the large, institutional-scale bio-tech
development market. Sale 4 is considered to have similar site size compared to the subject and no

adjustment is required. The remaining sales required linear adjustment for variance in size.

Development Size (Building FAR):

Smaller sized developments command a premium in comparison to larger bio-tech development
sites due to the higher price and development costs associated with large-scale multi-building
developments. Large developments also bear the market risk associated with extended
development and construction time horizons. The average bio-tech/R&D project size within the
subject’s project is 266,765 square feet, falling in the middle of the institutional-scale size range.
Sale 4 is considered to have similar FAR, and no adjustment for size is required. The remaining

sales required linear adjustments for variance in FAR.

Mission Bay South, San Francisco
Page 73



Topography/Shape:
The subject and all the comparables are all relatively level and regular shaped sites that allow for

efficient development. Consequently no adjustments for this factor are required.

Entitlements:
The subject’s bio-tech parcels are fully entitled for development. All of the comparables sold with

entitlements, and no adjustment is required.

Offsite Costs:
All of the comparable sales sold with infrastructure to the sites, and no adjustments for offsite costs
are required.

Reconciliation:
Once adjusted for the discussed factors, the comparable sales present a range in building FARs
from $54 to $65 per square foot.

Consideration of Special Taxes:

The following discussing references the Summary of Special Assessments chart and discussion
appearing at the end of the Residential Market Analysis section. The subject’s bio-tech office
parcels are subject to tax and infrastructure costs that are estimated to amount to $10.72 per
building FAR. Sales 1, 2 and 3 are within CFD-6 and therefore require no adjustment. Sale 3 must
be adjusted for the burden of these development and holding costs. Therefore, Sale 3 provides for

a rounded adjusted market value indication of $54 per FAR.

Final Reconciliation & Conclusion:

After consideration of tax burdens, the adjusted range in value indications is from $54 to $56 per
square foot of building FAR, a tight range reflecting the efficient and highly attractive market for bio-
tech office land in Mission Bay. A market value conclusion in the middle of the range, say $55 per
building FAR, is considered reasonable for the subject.
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COMPARABLE BIO-TECH/R&D LAND SALES GRID
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HOTEL LAND

SALES COMPARISON APPROACH
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The market value of the land is estimated by direct comparison with similar parcels that have sold,
with adjustments made for factors that affect value, such as location, size and physical attributes.
Given the subject's location in a market area that is nearly built-out, there have been limited hotel
land sales in San Francisco over the last several years. The land sales have been analyzed on a
price per hotel room or ‘unit’ basis and are compared to the subject on factors of transactional
influences as well as physical attributes including location, lot size, development size, topography,
and approval status. The table on the following page summarizes the comparables used in our
analysis. Please refer to the map on the page following the sales summary for the location of each

sale. The following analysis relates the comparable land sales to the subject site.

SIX'SISH LV0
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COMPARABLE HOTEL LAND SALES MAP

Analysis & Adjustments

The unadjusted sales prices range from $31,298 to $58,721 per unit, or $430 to $890 per square
foot, with proposed room counts ranging from 86 to 400 rooms and parcel sizes ranging from 5,675

to 32,897 square feet. The comparable land sales have been analyzed and adjustments have been

made based on property rights transferred, financing, conditions of sale, market conditions and the
physical factors discussed earlier. In addition, the sales are adjusted for demolition and other costs
to bring the sales to a vacant state, and the effects of the special tax burden (appearing at the end
of this section).

Demolition & Other Costs:

Sale 3 sold as a finished lot and no adjustment is required. Sale 1 requires a net adjustment (after
consideration of interim income) of $100,000 for the demolition of existing improvement and site
development costs. Sale 2 requires a downward adjustment of $1,000,000 for working blueprints
and architectural plans acquired in the transaction. Sale 4 required a net downward adjustment of
$150,000 (see notes in Comments section at bottom of Sales Survey).

Property Rights Transferred:
/ All of the comparables sold in fee simple interest, and no adjustments for property rights transferred

=it fachic tatE

are required.

Financing:
All of the comparable land sales were purchased all cash or all cash to seller, and no adjustments
for financing are required.

Conditions of Sale:

All the sales were arm's length transactions, and no adjustments for conditions of sale are required.

Market Conditions (Date of Sale):
Due to the absence of long-term leases to smooth out revenue during economic cycles, hotel

values are typically volatile. The sales provide evidence that niche markets, those locations that

have ideal underlying fundamentals, are beginning to experience anticipated new construction.

TooiE
B 2000 Deleaane. XTHap Bumers D 2000 LT, B, Fal, 042000 '_{
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However, it is expected to be three to five years before occupancy and ADRs are expected to
achieve levels to support general new construction in the San Francisco hotel market. Given the
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current market conditions, a 20% downward adjustment is made to Sales 3 and 4 to reflect their

superior market conditions at time of sale.

Location:

The subject is considered to have good location adjacent to SBC Park, the North of Channel
development and Mission Bay South. As the UCSF campus nears completion of Phase 1, and
begins construction of Phase 2, demand for neighborhood specific hospitality needs will support the
construction of Block 1. Sale 3 is considered to have similar location characteristics, requiring no
adjustment. Sale 1, located in the southwestern section of South Beach, near the North of Channel
RDA, is considered to have somewhat superior location, requiring downward adjustment. Sale 2,
located in a prime niche market in the Secondary CBD, is considered to have significantly superior
location, requiring downward adjustment. Sale 4, located near the SF MOMA and adjacent to

Yerba Buena, is considered to have somewhat superior location, requiring downward adjustment.

Project Size:
Large properties typically sell for lower unit values compared to smaller developments. Sale 4 is
considered to exhibit similar size characteristics compared to the subject and no adjustment is

required. The remaining sales required linear adjustments for variance in size.

Topography:
The comparables are considered to have similar topography and shape compared to the subject

and no adjustments are required.

Density:
The comparable development sites have densities ranging from 39 to 115 rooms per acre, as
compared to 235 for the subject’s parcel. Therefore, all the sales required upward adjustments due

to the increased cost and risk associated with higher density development.

Entitlements:

Comparable 1 was sold without entitlements and suffers a variety of additional development
constraints. Therefore, a significant upward adjustment for entitlements is appropriate. Sale 3 sold
without entitlements only, requiring more modest upward adjustment. The remaining sales sold

with entitlements in place, and no adjustments are required.

Mission Bay South, San Francisco
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Offsites:
All the comparable properties have utilities and public streets extended to the sites. An adjustment

for the subject’s special taxes will be made at the end of this analysis.

Summary & Conclusion:

The sales indicate an adjusted range from $34,400 to $35,600 per room. The subject would be
expected to achieve a market value in the middle of the adjusted range, say $35,000 per room.
From this amount, the present value of the subject’s special taxes is deducted. The rounded
amount attributed to the hotel component is calculated to be $5,287 per room in the Summary of
Special Taxes table previously disclosed in this report. Therefore the concluded rounded estimated
value for the subject’s hotel land component is $30,000 per room.
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ADDITIONAL VALUE COMPONENTS: BULK PURCHASES & IMPROVED LAND

Overview

As discussed earlier, the aggregate bulk value of CFD-6 is a sum of five value elements. The value
elements are (1) the fee simple interest of the land interests held by FOCIL-MB, (2) the fee simple
interest in the land interests held by AREE, (3) the leased fee interest of the GAP property, (4) the
fee simple interest of the Gladstone Institutes (Gladstone) property, and (5) the leasehold interest in
the lands comprising the UCSF Hospital site. The following section will address elements 2, 3, 4
and 5. Element 1 is discussed in the following section. The reader’s attention is directed to
Special Limiting Conditions & Critical Assumptions No. 8 for a discussion of methodologies the

appraisers applied at the direction of the Client in appraising the additional value components.

AREE Bulk Purchase

For purposes of valuing the bulk value of the land purchased by AREE, the actual sale price is
used. As discussed earlier in the Property Description section of this report, AREE entered into
three transactions, between September of 2004 and February of 2005, for the purchase of land
entitled for development of approximately 2.15 million square feet of bio-tech related space. The
first of AREE’s projects is expected to break ground shortly. AREE is a well-capitalized publicly
traded REIT with international holdings concentrated in bio-science related developments, and has
demonstrated expertise and success in this market niche. Their purchase represents a bulk sale of
the respective parcels. The aggregate purchase price was $114,150,000. Catellus provided
nominal financing, at terms and conditions considered market rate, for the third of these purchases.
Therefore, the bulk value of the purchase is estimated to be $114,150,000. Claiming such matters
were proprietary and confidential, AREE disclosed only limited information to the appraisers about
the value metrics used in the purchase, and no information regarding the expected absorption of
improved properties. Transaction information regarding this sale was provided by Catellus and

publicly available information.

The GAP Property

In late 2000 Catellus entered into a long-term lease with the GAP, an international apparel
company, and constructed a 280,000 square foot build-to-suit office building on Block 28. The
building was completed in late 2002, and lease payment commenced in October of that year. The
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initial term of the lease is for 15 years, and the lessee has three five-year options to renew at fair
market rent. The tenant has recently decided to occupy the building for its Old Navy division
headquarters. During the interim, GAP has continued to pay rent to Catellus. At the express
direction of the Client, the appraisers have relied on information from the prior appraisal performed
in the 2002 CFD-6 valuation and changes in market conditions during the interim to estimate the
GAP property’s current market value. In the 2002 appraisal, market rents for Class A space in the
South Financial District, the subject’s most relevant market, were approximately $30 per square
foot, annually, full service (F/S) expense basis. Vacancy was about 19.8%. As of the 1° Quarter
2005, South Financial District Class A office rents are approximately $30; there has been no
appreciation in competitive Class A office rents during the interim. Vacancy in the submarket is
presently about 13%; about 6% of space has been absorbed. A review of rent conditions does not
support a change in the original market value estimate. However, during the interim the Class A
resale market has experienced a modest compression in stabilized capitalization rates. The 2002
appraisal utilized a 9% capitalization rate, reflecting the inherent risk profile at the time. A slight
downward adjustment is reasonable, given the positive absorption trend in Class A space.
Furthermore, the discount rate used to estimate the future value of GAP’s lease payments (16.5%)
should reflect both improved office absorption, and the GAP’s somewhat improved credit profile.
Using an 8.5% capitalization rate, a 15% discount rate, and the same value metrics applied in the
2002 appraisal, the GAP property would have a current rounded “as is” market value of
approximately $80,500,000. Therefore, the current “as is” market value of the GAP property is
estimated to be $80,500,000.

The Gladstone Property

To estimate the market value of the Gladstone property, first the market value is estimated, and
then an “as is” discount is applied. At the express direction of the Client, the market value of the
property is estimated by applying the market value of the land, as estimated earlier in the Bio-
Tech/R&D Land Analysis, to the replacement cost of the improvements. This is a reasonable
approach, as the building is new, and the land value is easily estimated.

Land Value:

The Gladstone property was entitled for the construction of 180,000 square feet of building space.
A current market value estimate of the land is somewhat above the concluded estimate for the
FOCIL-MB land, as the Gladstone property is located on a ‘prime’ bio-tech parcel within the CFD.
Therefore, the analysis will use an estimate of $60 per building FAR in estimating current land
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value, equating to $10,800,000. Additional costs incurred by Gladstone in securing tax-free status
from the developer are not relevant, as this valuation assumes the building is improved, vacant,

ready for sale, and subject to the prevailing property tax environment.

Improvement Value:

The Gladstone property is improved with a specialized state-of-the-art life-sciences research facility.
To determine the construction costs, the appraisers talked with high-level officials of the J. David
Gladstone Institutes. Hard costs (direct costs) for the construction of the improvements are
reported to have amounted to approximately $74 million. This is a highly accurate estimate of
replacement cost, as the property was completed and occupied in late-2004. Soft costs (indirect
costs) such as financing and professional fees, would typically amount to an additional 10%, or
$7.4 million, for total direct and indirect costs of $81.4 million. Entrepreneurial profit for a project of
this type would typically be in a range from 10% to 15% of direct and in-direct costs. Using an
entrepreneurial profit factor of 12.5%, a profit factor of approximately $10 million would be
reasonable. Summing these amounts provides for a replacement value of the improvements of
approximately $91.4 million, rounded to $91,500,000. Since the building is new, no appreciable

depreciation is noted, providing for an estimated stabilized market value of $91,500,000.

“As Is” Value of the Gladstone Property:

Given this appraisal’s bulk value assumption, the Gladstone property would be sold vacant to an
opportunity buyer that would then undertake the economic stabilization of the property. Since an
opportunity buyer would be expected to demand a discount to stabilized market value, we have
applied a 15% discount to the market value estimated above. Typically, an opportunity buyer would
be expected to achieve a deeper discount. However, given the good demand characteristics for
specialized bio-tech/R&D product, the high quality of the improvements and the site’s outstanding
location, a 15% discount appears reasonable. Applying a 15% discount to the stabilized market
value estimated above, the “as is” value, assuming a bulk sale, of the Gladstone property is
estimated to be $77,775,000, rounded to $78,000,000.

Capitalized Value of the UCSF Hospital Lease

Overview:

UCSF has entered into a structured ground lease agreement with Catellus whereby CFD-6 Blocks
36, 37, 38 and 39 will be leased to UCSF for the construction of a 200-bed research hospital. Given
the ongoing negotiations regarding the site, the lease begins as an option, and rolls into a ground
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lease with an option to purchase a decade later. Officials intimately knowledgeable about the
negotiations report that the consummation of the ground lease agreement is ‘very likely.” The
accepted methodology to value the long-term lease is a capitalized analysis. A review of the terms
and conditions suggests that the negotiated price of the land, and the ground rate applied, is not
market derived. Therefore, the appropriate methodology for estimating value is to consider a
market-derived ground rate to apply to the contracted lease payment. By capitalizing the lease
payment at a reasonable ground rate, the value of the leased fee can be estimated. The table

below presents the general terms and conditions of the UCSF ground lease.

UCSF Hospital Option & Ground Lease

Lessor Catellus Operating Limited Partnership

Lessee UCSF

Site Blocks 36, 37, 38 & 39

Size Approx. 9.4acres

Prior Entitlement 1.1 million s.f. Bio-tech/R&D

New Use Hospital

Option Duration Expires on December 31, 2005 - this is an option to ground lease
Lease Duration 99 years from January 1, 2005

Option/Base Rent $313,650 per month

Expense Basis Absolute net (NNN)

Purchase Option Lessee also has the right to exercise its option to purchase the

underlying site in 2014. The negotiated price is $45,900,000; the
price is adjusted annually based on CPI (2% floor and 5% cap).

Escalations Flat for approximately nine years, then adjusted annually based on
metro CPI, but not less than 2% nor more than 5% annually.
Tax Status Property tax exempt - lessee pays CFD taxes only, up to a defined

total debt limit. Lessee will make a lump sum payment of $10 million
towards infrastructure costs.

Additional Terms The lessee has agreed to a number of additional terms that cannot be
disclosed for purposes of confidentiality.

In addition to the foregoing terms and conditions, UCSF has agreed with the city of San Francisco
to purchase and develop an affordable housing site within CFD-6 approved for 160 subsidized

units.

Market Value of the Land:

Given its location, the UCSF land would fall within the middle of the range of values for bio-tech
land within the CFD, i.e., somewhat below the $60 FAR land purchased by AREE, and somewhat
above the market value estimated earlier for the parcels retained by FOCIL-MB. Using the mid-
point, a land value of $57.50 per FAR is reasonable. Therefore, the parcels have a market value of
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$63,250,000 based on their recent entitiement for 1.1 million square feet of bio-tech entitlement.
This is significantly above the option price. Therefore it is reasonable to assume the lessee will

exercise its option to purchase the site at the end of 10 years.

Future Value of the Purchase Price:

The purchase option agreement stipulates that the current negotiated price of $45,900,000 is
inflated at CPI (with annual increases of not less than 2% and no more than 5%). It is generally
accepted to use a 3% inflator for such calculation; while this is below current inflation, the overall
inflation rate is expected to rise from historically low levels in the future). Applying a 3% growth
factor, the option price will be $61,685,762 in year 10.

Market Ground Rates - Overview:

In addition to type of improvement, conventional ground lease rates vary on a variety of factors. A
newly executed ground lease will have a market rate based on (1) duration, (2) escalations and (3)
credit profile of the lessee. The theory of substitution applies as well; the land rate for the lessor
must fairly compensate for the alternative investments available. Typically, an estimate of land rate
is referenced to a safe yield, such as the yields on Treasury securities of similar duration. Real
estate is a cyclical business, and ground lease rates will almost invariably achieve yield premiums
compared to risk free rates of return. The spread between the two yields tends to hold relatively
constant over time on a relative basis. Finally, the type and value of improvements will impact the
ground rate. Unimproved parcels typically achieve higher land rates than parcels improved with
valuable assets, as default risk is lower, and in the event of default, the lessor is well collateralized.
Historically, ground rates in San Francisco have ranged from 8% to 9%. However, US inflation has
been near 40-year lows over last few years, and alternative investments are providing historically
low yields. Indeed, the safe rates, as reflected in the yields of Treasury securities, are at levels not
seen since the early 1960s. Therefore, current land rates in San Francisco can be expected to
reflect these macroeconomic influences, and the range of ‘historical’ land rates is less relevant

today.

Land Rate Discussion & Conclusion:

The subject’s ground lease has a long-term duration, typical escalations, is being leased to a tenant
with strong credit, and will be improved with valuable improvements. All of these factors tend to
influence the ground rate downward. The table below presents two ground lease transactions
executed in 2000. Included are historical and current safe rates as reflected in Treasury securities
of different durations. Since the leases are confidential, only general identification is provided.
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GROUND RENT ANALYSIS
Location
Type Lease Begin End Term 30 - Year 10 - Year
No. Property Value Rate (%) Date Date (Years) T-Bond Spread T-Note Spread
1. South of Market' 8.00% Mar-00 Jul-99 99 6.50% 1.50% 6.25% 1.75%
Apartment
$12,000,000
2. South of Market' 8.50% Jun-00 Jul-00 29 6.10% 2.40% 6.44% 2.06%
Apartment
$14,900,000
Current Range of Treasuries: 4.4% to 4.9% 3.9% to 4.5%
Notes: (1) Both leases have rent reset every five years based on CPI with floors and ceiling caps.

Since Treasury yields, inflation expectations and returns from alternative investments have dropped
significantly since 2000, the relative spread is more relevant to the following analysis. The spread
over 30-year Treasury bonds at the time of the lease executions ranged from 150 to 240 basis
points. This reflects the more volatile nature of 30-year debt instruments. The subject’s, with
interim rent escalations, is more similar to the 10-year Treasury. The spread over the 10-year
Treasury ranged from 175 to 206 basis points. This falls within the expected spread of 150 to 200
basis points with comparing ground leases to Treasuries. Considering the subject’s lease
characteristics, it would be expected to achieve a spread below the middle of the range presented
by the lease comparables, say 175 basis points. Recently, the 10-year Treasury has been trading
in a range from 4.05% to 4.15%. Using 4.1% as a safe rate benchmark, the subject would be
expected to achieve a ground rate of slightly less than 6%. Therefore, the subject’s rounded market
derived ground rate is estimated to be 6.0%. An opportunity buyer would typically expect a 100 to
200 basis point discount over the prevailing ground rate. Using the mid-point of 150 basis points,
such a buyer would apply a 7.5% rate to the annual income and lump sum sale in year 10. Since
the lease payment is flat over term, and the lessee’s decision to exercise the option is very likely,
the yield and ground rate are equivalent. The table on the following page presents an analysis of
the ground lease valuation.

Market Value - UCSF Hospital Lease Conclusion:
Using the methodology discussed above, the market value of the leased fee interest in the UCSF
lease, assuming a bulk sale, is estimated to be $53,676,477, rounded to $54,000,000.
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Assumptions:

Yield

7.5%

10

$61,685,763

Hold (Years)
Reversion

$313,650

Mo. Rent

10

Year:

3,763,800 3,763,800 3,763,800 3,763,800 3,763,800 3,763,800 3,763,800 3,763,800 3,763,800 3,763,800

Lease Payment
Reversion

61,685,763

3,763,800 3,763,800 3,763,800 3,763,800 3,763,800 3,763,800 3,763,800 3,763,800 3,763,800 3,763,800 61,685,763

Cashflows

$53,676,477

NPV

$54,000,000

Rounded To:



DISCOUNTED CASH FLOW ANALYSIS — FOCIL-MB BULK SALE

Introduction

The conventional method for valuing vacant land that has potential for development is discounted
cash flow analysis, also referenced as yield capitalization or as subdivision development analysis.
This method is appropriate when development is the most likely highest and best use of the land,
and where parcelized sales take place at different points of time in the future. The discounted cash
flow (DCF) analysis is particularly useful in the subject’s case, as significant portions of the
commercial parcels cannot be economically developed as of the date of value. The DCF approach
requires three general steps; (1) estimation of current land value, (2) estimation of future land
value, and (3) devising a reasonable plan for disposing of the land in future periods. Simply put, the
DCF uses a multi-year absorption schedule to time land sales, employs the schedule to project the
timing and cost of infrastructure development, estimates holding, marketing and management costs,
and considers any interim income. The arithmetic result is a series of net annual cash flows that
are discounted to a present value. The discount rate represents the yield a likely buyer would
require to undertake the project. Developer’s profit is reflected in this yield, as the following model
does not deduct specific profit factors above the line. Step one was presented earlier in the report.
Steps two and three are discussed below.

DCF Analysis: FOCIL-MB Parcels

The DCF model appears at the end of this section, and the reader should reference those portions

of the model being discussed in each of the following sub-sections.

General Assumptions:

The holding period is determined by the absorption schedule — the number of years required to sell
the land parcels and relieve all holding costs is 10, so the DCF has a hold of 10 years. The for-sale
parcels are sold at the end of Year 5, but the prospective master Developer has municipal
obligations regarding infrastructure development through Year 10. Current land values, as
estimated earlier in this report, are entered as the model’s “time zero” fee simple land values. Lot
26A has additional improvements that are estimated to have a contributory value of $11,000,000 in
today’s dollars. Lot 28 (improved with The GAP building), the Gladstone property, the capitalized
value of the UCSF leased fee and the AREE bulk purchase are added to the net present value
(NPV) of the prospective land sales to estimate the project’s total NPV, or Aggregate Bulk Value.
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The model uses end of period discounting and each period is equal to one year. The model is
based on a fiscal year beginning on the date of value, June of 2005, and terminates at the end of
May 2014.

Absorption Schedule

Introduction:

The absorption schedule determines the timing of each parcel’s sale. Once the schedule was
created, it was forwarded to Catellus where an analysis was completed to map the timing and cost
of infrastructure development necessary to support the absorption schedule. The construction
analysis was then used to model the timing and size of Mello Roos and increment bond funding.
The bond analysis provides detailed estimates of the actual infrastructure development costs
incurred by the project Developer. This iterative process is complex and highly dependent on the

timing of land sales, but provides accurate infrastructure development costs.

One motivating influence and three constraints govern the timing of land sales in the absorption
schedule. The buyer’s motivation is to maximize the cash flows and to dispose of parcels at the
fastest possible rate. Creating finished parcels from raw land is risky business, perhaps the most
risky of all real estate related endeavors. Significant time, effort and capital are spent before a
parcel is fungible. The buyer’s goal will be to maximize the project’s return, and balance risk, by
attempting rapid sell-off — the strategy in a bulk purchase is to monetize assets as expeditiously as
possible. Nonetheless, buyer behavior is constrained by (1) natural absorption, or the macro-
economic demand limits imposed by a market area, (2) property encumbrances that may delay
sales, and (3) the economic business cycle. All three constraints are addressed and considered.
The latter constraint relates to a likely buyer’s desire to liquidate all of the subject’s land during the
current business cycle.

Two additional comments are appropriate. The DCF assumes the sale of land that is entitled for its
highest and best use, and is sold with adjacent infrastructure in place. Thus, the parcels sold
comprise finished development lots. There is a natural lag between a land sale and its subsequent
improvement. This lag is an important consideration in the absorption analysis. Multi-family land
typically requires 12 to 18 months to develop to finished product. A sale of residential land at
Time=1 would not impact the supply of condominium units for 12 to 18 months later. Under the
most desirable circumstances, the natural development lag for office and hotel is 18 to 24 months.
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These lag factors have been considered in the timing of and scale of infrastructure costs. In theory
there is one absorption schedule. But as a practical matter, there are three absorption schedules;
one each for residential, bio-tech office and hotel speculative land. Each has unique

supply/demand characteristics, and consequently, each has a unique absorption pattern.

Absorption & Absorption Assumptions:
The project’s pro forma absorption schedule and rent growth assumptions appear on the following

page. A schedule presenting the cash flows appears in the Addendum.

Residential - Multi-family residential development (both rental and condominium) is feasible in the
present environment, and is expected to remain so indefinitely in San Francisco, due primarily to
remarkable stability in household income, the low affordability of single-family housing and scarcity
of development land. Add to this favorable mix the notable market enthusiasm for condominium
product in the North of Channel RDA, and it becomes obvious why large-scale national residential
developers are aggressively seeking residential sites. Itis the appraisers’ opinion that absorption of
residential land within the CFD is limited only by the market’s ability to absorb new product. Given
the current inventory of condominiums under construction in the North of Channel RDA, the model
assumes only one parcel is sold in Year 1. As the North of Channel RDA becomes built-out, the
subject’s residential parcels are quickly absorbed. Parcels supporting the development of 670 units
are absorbed in Year 2. Parcels supporting the development of 738 units are absorbed in Year 3.
The remaining residential parcels, Lots 2 and 3, are sold in Year 4. In relation to San Francisco’s
residential supply shortage, the anticipated absorption is reasonable, as a rational buyer would seek

to dispose of the residential land at the greatest possible pace.

Bio-Tech/R&D — Absorption of the bio-tech land is based less on the macro-economics of Bay Area
office development than on the growth of the UCSF campus and hospital. Absorption of the bio-
tech land is scaled in a linear fashion intended to correlate with the buildout of the UCSF
campus/hospital, while also considering AREE’s building prospects. The sale pattern of bio-tech
land is predicated on (1) the perceived desirability of the parcels and (2) the development patterns
of the UCSF campus and hospital. The sequence of absorption begins with Block 40, followed by
26a and Blocks 33/34. Block 40 is considered the most desirable given its proximity to the UCSF
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Absorption Assumptions: Timing of Land Sales & Annual Land Growth Rates (Fiscal Year

Year:

Bldg:
Units/SF®

Site:
Acres

10

Land Inventory

Residential Parcels:'

©o

gl

o=
o ® o
o N~
- IR

158
276
236

112

670 738 415

112

1,935

15.5

Total:
Commercial Bio-tech Office:?

550,000

298,347

298,347
550,000
480,000
1,328,347

19
3.8
3.4

26A
33/34
40

480,000

480,000 550,000

0

9.0

Total:

298,347

500

500

Hotel:

27.2

Total

Remaining Inventory (Year End)

Residential

0

550,000

415
848,347

1,153
1,328,347

1,823
1,328,347

=)

Bio-tech/R&D

Hotel

0

500

500

500

Annual Land Growth Rates

3.0%
3.0%
15.0%

3.0%
3.0%
10.0%

3.0%
3.0%
5.0%

3.0%
3.0%
0.0%

3.0%
3.0%
0.0%

Residential

Bio-tech/R&D

Hotel

Compounded Growth Factor

1.159
1.159
1.328

1.126
1.126
1.155

1.093
1.093
1.050

1.061
1.061
1.000

1.030
1.030
1.000

Residential

Bio-Tech/R&D

Hotel



campus. Block 26a is absorbed next, as it already has a foundation in place. Finally, Blocks 33/34
absorb as the UCSF hospital nears completion. With regard to development patterns, Phase 1 of
the UCSF campus will be accomplished, or nearly so, in Year 3 of the DCF. The UCSF hospital
has an expected completion in 2012/13, or Years 8/9 of the cash flow. AREE will be the first to
develop private bio-tech space. Therefore, absorption of Block 40 is estimated to take place in Year
3, as the UCSF campus reaches full operation. Block 10A absorbs in Year 4. Finally, Blocks 33/34

absorb in Year 5, as the hospital is nearing completion.

Hotel - Hotel development is not currently feasible. There was significant new supply completed in
the 1998 to 2000 period that met with a dramatic fall in demand in the 2001 to 2003 period. As
discussed earlier in the Hotel Market Analysis Section, conditions supporting new hotel
development are not expected until the 2008 to 2010 period. However, several local development
patterns and growth dynamics suggest development of the subject’s hotel parcel will be feasible
before such development would be economically feasible in other areas of San Francisco. First, the
proximity of the new Ball Park currently creates strong demand in peak game periods. These
demand spikes alone are not sufficient to justify a neighborhood hotel, but in combination with the
following additional demand factors, will provide strong enticement for hotel development. Second,
hotel demand is expected to rise as the North of Channel project nears completion. Finally, when
the UCSF campus is in full operation, and private bio-tech space comes on line, the demand for
hospitality services in close proximity will create significant demand. Visiting faculty and students,
their families, visiting academic researchers as well as the anticipated business travel generated by
the bio-tech office development arguably will create the necessary demand for local hospitality
accommodations by 2008 or 2009. These are compelling demand drivers. The hotel parcel is
assumed to sell in Year 5 of the DCF.

Land Value Growth Rates:

The table on the following page presents estimates of future land growth rates. Growth rates are
applied to the parcels, reflecting the natural activity of land markets over time. Growth rates for the
residential parcels are projected to be 3% annually over the holding period. This conservative
estimate is based on the assumption that there will be a moderation in home value inflation over the
next decade relative to the recent past. Most market observers consider the recent inflation pattern
to be unsustainable. The bio-tech land’s growth is largely dependent on the growth of new private
product within the CFD. Although market expectations are bright, the first private development is
only now about to break ground. Given the amount of bio-tech land absorbed, a conservative 3%
annual growth rate is assumed. Since hotel development is not economically feasible at the
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present time, hotel land growth rates are flat during the beginning of the holding period, and

escalate rapidly once room rates and occupancy begin to support new construction.

Absorption Assumptions: Land Value Projected Growth Rates
Year
1 2 3 4 5
Annual Land Growth Rates
Residential 3.0% 3.0% 3.0% 3.0% 3.0%
Bio-tech Office 3.0% 3.0% 3.0% 3.0% 3.0%
Hotel 0.0% 0.0% 5.0% 10.0% 15.0%
Compounded Growth Factor
Residential 1.030 1.061 1.093 1.126 1.159
Bio-tech Office 1.030 1.061 1.093 1.126 1.159
Hotel 1.000 1.000 1.050 1.155 1.328

Absorption Summary - A detailed schedule of sales proceeds appears in the Addendum.
Aggregate land sales are the basis for annual gross cash flows in the DCF. In summary, the
absorption schedule presented is intended to demonstrate the ‘most-likely’ scenario given the
inherent uncertainties with projecting future demand.

Cost of Sales:

Costs associated with selling off the land parcels include internal marketing costs and a split of the
sales commission with a buyer’s broker. Developers Overhead & Administration (DO&A) accounts
for the costs associated with internal sales and marketing specialists. It is assumed that those
sales involving a selling broker would require a 50% commission split. Some of the sales would be
transacted directly (particularly the bio-tech land sales), incurring no commission costs. Cost of

sales is estimated at 1.0% of sales proceeds.

Development Costs & Expenses

Overview:

The bulk buyer of the subject property receives a development plan, entitled land in various stages
of improvement and existing infrastructure. The primary development costs are incurred to develop
infrastructure to support the future land sales, various carrying costs, and overhead and

administration (DO&A). The costs associated with infrastructure are separated into two categories;

Mission Bay South, San Francisco
Page 95



private infrastructure and public infrastructure; public infrastructure costs are reimbursed, private
are not. Private infrastructure costs consist of site preparation including demolition, remediation, a
variety of fees, temporary roads and interim facilities used to support the construction of permanent
infrastructure, and the like. Public infrastructure comprises the roadways, parks, utilities and other
site improvements that are ultimately transferred to city ownership. Mello Roos bonds and tax
increment financing provide funding for public infrastructure. Only un-reimbursed costs and

expenses associated with the public infrastructure impact the Developer and the DCF.

Private Infrastructure:

Most costs associated with private infrastructure have yet to be incurred. According to Catellus, the
remaining private infrastructure costs will be incurred as they appear in the DCF, and dissipate over
time, ending in Year 10. It is noted that this cost applies to the entire CFD, as the prospective

purchaser would be responsible for fulfilling all municipal obligations.

Special Taxes — Unsold Parcels:

Properties within the South of Channel RDA are subject to special taxes, essentially additions to ad
valorem taxes used to pay for infrastructure development. As parcels are sold to end-users and
improved, property assessed values rise, providing capacity for tax increment financing. As Mello
Roos funding is acquired, the Developer is reimbursed for its investment in public infrastructure.
However, until parcels are sold to end-users, the Developer is responsible for all special taxes.
Catellus and independent consultants reporting to Catellus have provided the appraisers with a
schedule of annual Developer costs associated with special taxes on unsold parcels held by FOCIL-
MB. The schedule is a product of the iterative processes described earlier, and is based on the
absorption analysis. Special taxes on unsold parcels impact the DCF with carrying costs through
Year 5.

Cost of Carry — Public Infrastructure:

This item relates to interest (cost of debt capital) charges on deferred reimbursement of public
infrastructure costs. The Developer’s cost of carry is calculated by applying an 8% (a Developer’s
typical cost of risk adjusted debt financing) interest rate on the rolling balance of infrastructure that
has been installed but exceeds the tax increment financing capacity. Again, these annual numbers
were provided to the appraisers by Catellus (and Catellus’ tax increment consultant), and are a
derivative absorption schedule calculation. Itis noted that the cost of carry continues through Year
10. Atthe end of Year 10, all carrying costs associated with un-reimbursed public infrastructure are
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exhausted. Again, these costs relate to the entire CFD, as the prospective purchaser would be

responsible for all municipal obligations.

Ad Valorem Taxes:
Ad valorem taxes refer to annual taxes due on any land presently assessed by the city. The
calculation of interim income considers all assessed parcels in Mission Bay South, and nets lease

income with property holding costs, including property taxes.

DO&A:

Developer Overhead & Administration (DO&A) relates to the management and oversight of all
operations during the holding period, primarily management oversight of the infrastructure
installation, disposition of the land parcels and legal expenses. Direct infrastructure management
and oversight has been factored into the cost of infrastructure reimbursed to the Developer from
public financing. Discussions with Catellus indicate DO&A would require approximately one full
time specialist, two assistant managers, two engineers and perhaps two support staff. DO&A is
estimated at 2.5% of sales. DO&A costs vary from $0.27 million to $2.6 million during the marketing
phase, depending on annual sales activity. Overall, DO&A appears reasonable give the project size

and staffing requirements.

Interim Income

The subject enjoys modest interim income from leases on land parcels. Interim income has been
scheduled to diminish in coordination with land sales. The aggregate interim income number
appearing on the DCF is net of all costs incurred by Catellus during the hold, including property

taxes, any shared expenses and insurance.

Total Project Costs & Net Cash Flows

Summing all of the costs and deducting them on an annual basis provides for a net cash flow. The

model’s annual net cash flows appear at the bottom of the DCF analysis.
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Project Yield Analysis

Overview:

As discussed earlier the rate used to discount the project’s future cash flow, the discount rate,
represents the yield that a likely buyer would require to underwrite the bulk purchase. The yield
ultimately balances the expected return with the implied risks. The subject bulk sale of the FOCIL-
MB properties is an unconventional real estate investment that would require a buyer to pay nearly
$150,000,000, and engage in a 5-year sell-off of the land parcels, as well as incur ongoing
development costs through the end of the hold. The project presents an unusual challenge to a
potential buyer. Nonetheless, significant sales are projected for the early years of the DCF,
reducing risk. The attractive long-term real estate prospects offered by San Francisco, UCSF’s
commitment to create the life-sciences campus/hospital and strong multi-family market
fundamentals combine to offset the risks associated with the hotel and bio-tech components.

Investor Survey:

To estimate a reasonable yield for the subject property, the appraisers conducted a survey with
knowledgeable market participants. The survey appears in the table below. Additional questions
relating to market conditions were asked as well. Respondents were allowed to comment at will,
and additional comments appear where appropriate.

= What yield would you/your company require from a bulk sale purchase of the Mission Bay
South project? [If the answer was a leveraged yield, the respondent was asked what level
of debt was assumed, and what was the blended cost of debt capital.]

= What is your estimate of supply and demand factors in the current bio-tech/R&D and
residential development markets in the San Francisco and/or Peninsula market areas?

The consensus estimate for an overall yield on the subject bulk purchase was 14.5%, with a range
from 13% to 16%. All described strong market fundamentals for both residential and bio-tech/R&D
development, and most thought there would be good demand for a bulk-type purchase of mixed-
use land in Mission Bay South.

The subject’s bulk purchase represents a unique opportunity for an experienced and well-
capitalized organization that has access to debt capital, and an appetite for long-term real estate
investments with the potential for outstanding returns. Nonetheless, the inherent risks are fully
exposed. An overall yield towards the top the range presented in the Investor Survey, say 15%,
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INVESTOR SURVEY
10-Year Hold Estimated Overall
Individual Institution Equity Yield Leverage Yield'
Acquistions Officer Shorenstein 30% 65% 16%

Comments: An opportunity buy at Mission Bay would be highly attractive to a hedge fund,
pension fund manager or real estate vulture fund.

CEO Intracorp 25% 65% 13%

Comments: Agressively seeking large development parcels for master-planned projects.

Market fundamentals make purchases high competitive in the current market.

Development Executive

Comments:

J. Paul Company NA NA 13% to 15%

Expecting to make a large purchase of bio-tech/R&D land in the near future -
highly competitive market as rents are beginning to support new construction.
Significant demand for new product and limited supply.

Development Executive

Comments:

Lennar 25% NA 15%

Is very enthusiastic about the prospects for large development projects. Does
not believe the demand for new residential product will abate for some time.

Mean Response:
Concluded Value:

14.5%
15%

Notes:

(1) Weighed average cost of capital utilizes a 6.5% debt cost.

would provide a leveraged return (assuming 65% LTV and 6.5% weighted average cost of debt), of
approximately 25%. This is a yield that would be expected to attract investment capital in a market
where the 10-year risk free rate of return (10-year Treasury notes) is approximately 4.1%.

Given the foregoing discussion, the concluded overall yield is estimated to be 15%.
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Conclusion - Yield Capitalization/Discounted Cash Flow

Bulk Value FOCIL-MB Parcels:
The DCF model appears on following pages. Applying the concluded discount rate of 15% to the
estimated cash flows provides for a net present value of $145,595,910. Consequently, the rounded
"as is" market value estimate by the Income Approach of the FOCIL-MB parcels’ Bulk Value, as of
June 1, 2005, is estimated to be:

$145,500,000

Aggregate Bulk Value: Mission Bay

Aggregate Bulk Value:

The leased fee value of Lot 28 was estimated to be $80,500,000. The fee simple value, assuming a
bulk sale, of the Gladstone property was estimated to be $78,000,000. The leased fee value,
assuming a bulk sale, of the UCSF ground lease was estimated to be $54,000,000. Finally, the
bulk sale of the AREE purchase is $114,150,000. Therefore, the sum of the value elements
equates to the subject aggregate bulk value. Therefore, the rounded aggregate bulk value of
Mission Bay South, as of June 1, 2005, is estimated to be:

FOUR HUNDRED SEVENTY MILLION DOLLARS

$470,000,000
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Assumptions to the Discounted Cash Flow Analysis:

Residential Condo Land Value ($/Unit)
Residential Apt Land Value ($/Unit)
Bio-Tech/R&D Land Value ($/FAR)
Hotel Land Value ($/Room)
Improvements to Lot 26a

Cost of Sales

Developer Overhead & Admin. (DO&A)
Municipal Cost of Capital

Project Discount Rate

Cumulative Bonds Issued

Estimated "As Is" Value - GAP Bldg.
Estimated "As Is" Value - Gladstone
Bulk Purchase by Alexandria REE
Captialized Value of UCSF Lease

$96,000
$71,000
$55
$30,000
$11,000,000

1.5%

2.5%

5.32%

15.0%
$109,300,000
$80,500,000
$78,000,000
$114,150,000
$54,000,000
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LEGAL DESCRIPTION

*8|NPAYOS JJO-[|9S PUE| S} LIIM PSJRUIPIOCO SJE SSIEWISS SUWI0dU| By "S0UBINSUI pUE SaXe) BuIpnjoul ‘sasuadxa |[e JO JaU SWoou| 9SEa| SJos)ja] SWodUl Wsl|  *L

ye1s oddns oM pue SIeaUIBUB oM ‘SieBeUBW JUBISISSE om) ‘JaBEUEL B [Iny U Ajajewixoidde a1inbai pnom 0@ “BuiouUl JUBWIBIOU! JO oy st
10 %p 0] *pU] JUEoBA JO UON 1p pue 10 uor oy) Auewud 2 10 1UBISION0 PUE JUBWABEUEL B4} 10} SJUN0JOE ROd 'O
SLI0DU] WIBIUI JO UONEINO[ED BU) Ul PONSU SIe SOXE) WeloeA PE Y 'S
‘L JBaA ul paysinBunxe s|1S00 SIY| %8 Je pajewnsa si [ejdes
101500 sJadojoreq “Ayoede BuIUEUY JUBWaIOU! BU) SPESIXS ey} aInjoniselul a1and 1o} ALIED J0 1509 ,18d0[@ASP 8U) O} SJUNOWLE J| “S}S00 BINJAN.SELU 21iGnd JO JUSLIBSINGUIIA] PELIBJAP UO 3BIEYD 1SaI0)U O} SSRjo) Wa SIY]

“poued uondiosqe ey Bupnp sjeased pue| plosun Lo sexe | [eads J0 1500 sadojenep auy 0} sejelel Way SIYL g

*MOJJYSED BU} JO 0| JEBA JO ‘$1.0Z UBNOIY) paLnoul ale sjsod
d oys pue apnjoul sjs0o 18J-UOU IO d Jou aJe Jey) SaNIIoe} WLSYUI puE speol Aleodwa) Jo SISISuoD Alleaidk) ainonaseul sleAld 'z
12¥j01q BUII[ES 8U) YIM 0G/0S JIdS SI JONE| BY) ‘SUOISSILIOD Sles pue sesuadxe Bunsyew Ajuewd ale sejes J01s0) |

5841 “9Yl 8} PUE UOjeIpaWLIBI 8IS ‘S98) JO AjoLEn €

:s8jON

L:ozey :uaping o} anfep

016'5vZ'ZLY$ 1109014 40 anjep Juasald

000051 71LS :8seY2INg JIYV 30 enjEA

000°000°75$ SE87 PUNOID JSIN JO BNfEA

000°000°8.$ :3U0JSPE|D JO anfeA

000°005°08$ PIg VO 843 4O Bnjep

016°G65'SYL$ :anjep Juasaid 19N

(006°156) (029's/8'))  (590'818'e)  (289'6€2'0)  (ZV0'996'0)  L98'0/8'TZ  €/8'66E'TL  00LTLL'YB  PLO'SIZ'ES  6G6'2ZS'S smol4 yse Joafoid

0 0 0 0 0 0 682'56 Liz'oze 965'9t'L zi8'8LL'C ,pWoou] wpel
(006°1.56) (029'6/8'))  (590'818'¢)  (289'6€2'0)  (2v0'996'9)  (€G1°129°LY)  (6v2'%S6'21)  (0£92hr'SL)  (ESY'wiv'Sh)  (¥SE'W9G'2) s1800 Yofoid [ej0L
0 0 0 0 0 (155°€98) (€8v'9527)  (8¢9°/8v2)  (8ec089°V)  (h422L2) 4¥80d
0 0 0 0 0 0 0 0 0 0 (SoXe | WaIoeA Py
(000°z42) (000'v98't)  (000'9L'e)  (000°v98'¥)  (000°8¥H'S)  (000°'8Z6'0)  (000°'888°2)  (000°926'9)  (000°482'S)  (000°962°Z) ,eInonuiselu] v1iand - AueD o 1500
0 0 0 0 0 (652°256) (Lvs'evz't)  (p20'960'27)  (991'8vs?)  (581°85L'2) (SleoJed plosun - saxe] [eloads
(006'6€2) (0£9°14) (590'zv9) (z89's/8't)  (zvo'gig’t)  (eve'zze'?)  (8LL'09g'0)  (826'295'))  (6v6°L0V'S)  (8SH'L€8'T) E N Jeuio 3 sleald

sasuadx3 3 s}s09 Juswdojanag
0 0 0 [} 0 020'ZvS've  ESE'6SZ'06  6LL'G0S'66  ZES'ELZL9  ZhY'806'0L sefes 1oN
0 0 0 0 0 (120925 (805wZ€))  (90€°G1G'))  (95G°€20'))  (811°991) ,S9lES J0 1500

s9|eg Jo sJs0)

0 0 0 [ 0 L¥0'890'SE  L¥B'€EQ'L6  92¥'020'L0L  880'/EZ'89  09'9/0'LL smol4 yse sajes ajebaiBby
0 0 0 0 0 0 000S2EZE 0 0 0 1810H
0 0 0 0 0 LY0'890'SE  05'89Y'6Z  €66'L¥8'8Z O 0 leossWwIo)
0 [} 0 0 0 0 LIZ'0V8'YY  EEV'TLLTL  880'LET'BY  09S'PL0'LL Ieguapisay

smo|4 yse sajes pue

oL 6 8 L 9 S v € z L
HEON sisAjeuy moj4 yseg pajunoasiq

5002/9 Builiels s1eaA (29514 - anfeA HIng - Aeg uoissIN



ATTACHMENT A
d MISSION BAY SOUTH

LAND USE PLAN AND LEGAL DESCRIFTION

" that certain real property situate in the City and County of San Francisco, State of
California, more particularly described as follows:

Comiencing at the intersection point of the northeasterly line of Sixth Stmeet (82.50 feet

' wide) with the southeasterly line of Berry Street (82,50 feet wide), said interssction

having a coordinate of north 468817.32, east 145186398 in the California Coordinate

System of 1927, Zone 3; thence along said southeasterly line of Berry Street south 46 187

0T west 990,05 feet to the southwesterly line of Seventh Street (82.50 feet wide); thence

along said southwesterly line of Seventh Street south 43 41" 537 cast 440.00 feet 1o the

E'suummmy ine of Channe] Strest (20000 feet wide), and being the true point of

ginning; thence continuing along said southwesterly line of Seventh Strest south 43 417

537 east 2017.19 feet to the westerly line of Pernsylvania Strest (90,00 feet wide); thence

g:ﬂung said westerly line of Pennsylvaniz Street south 3 10" 567 east 600.92 feet to the
southerly line of Mariposa Street (66,04 feet wide); thence along said sautherly line of

£ Mariposa Street north 86 49 4" east 1690.17 fest o the westerly line of Illinois Street

(80,00 feet wide); thence along said westerly line of Tllinois Street south 3 10° 36" east

E 63.85 feet; thence north 86 49" 047 east §0.00 feet to a point on the easterly line of

E; Tllinois Strest, last said point being on the Mission Bay Project boundary; thence along

5] said Mission Bay Project boundary the following courses and distances; thence north 33

& 06" 05" east 616.30 feet; thence northeasterly along an arc of a curve to the lefi, tangent

to the preceding course with a radius of 440,00 feet through  central angle of 12 497 537

| an arc distance of 98,54 feet; thence tangent to the preseding curve north 22 167 127 east

“': 700.07 feet; thence northerly along an arc of a curve to the left, tangent to the preceding

Y course with a radius of 340,00 feet through a central angle of 12 287 00" an arc distance

i of 73,98 feet; thence tangent to the preceding curve north 9 48 127 east 86.42 fect;

' thence portherly along the are of a curve 10 the left, tangent to the preceding course with a

* radiug of 140,00 feet, through a central angle of 11 58" 049", an are distance of 71,03 feet;

. thence tangent to the preceding curve north 2 09" 577 west 121.44 fest; thenee north 3

' 10" 56™ west 198,86 fieet; thence north 2 14" 47" west 292,70 fesr; thence northwesterly

. 2long an arc of a curve to the lefi, tangent 1o the preceding course with a radius of 481.57
faet through a central angle of 24 30" 497, an are distance of 206.04 feet; thence tangent

* 1o the preceding curve north 26 50" 36" west 402.03 feet; thence norhwesterly along an

¥ arc of a curve to the right, tangent to the preceding course with 2 radius of 236.29 fest,

" through = central angle of 9 00" (47 an arc distance of 37.12 feet; thence tangent to the

' preceding curve north 17 50° 327 west 579,08 feet; thence south 86 49" 047 west 282.38

. feet; thence leaving said Mission Bay Project boundary south 17 347 007 cast 2.58 fect;

" thence south §6 49" 04" west 397.43 feet to the casterly line of Third Street (82.50 feet

" wide): thence along said easterly line of Third Street north 3 107 567 west 1263.04 fee;

T

R e

thence south 64 217 267 west 95,75 i
! ; ; .76 feet to the intersection of the west i
i:_:;:t m'ﬂ ;a]d nsouth:a.staﬂ}- line of Channe] Street; thenes along sai:ﬂl:;ﬁmma onf ‘
hannel Street south 46 18° 07" west 3578.74 feet 1o the true point of‘hegimﬁf.ﬂy.
-3

Containing 10,356,710 square feet, more or less I

The bearings used in the above deseription

1527, Zone 3, Multiply the above distance are on the California Coordinate System

s by 0.999928 to obtain grid distances, .
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ENVIRONMENTAL CONDITION &
APPROVALS SUMMARY
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Mission Bay Environmental Condition & Approvals
Summary

Histor cally, land in the Mission Bay area was used for a variety of industrial
purposes, incliding warchousing, railroad yard operations, and other commercial and
distribution bised uses. Much of the area is random fill pushed into the Bay during the
late 19" century, through the early 1900's, a significant portion of which was comprised
by debris originating from the 1906 carthquake.

In 199¢, a comprehensive 3-year site investigation and risk evaluation process
was undertaken to fully understand the environmental conditions al Mission Bay. and
determine wh :ther redevelopment of the area could oceur in a manner that would be
protective of liaman health and the environment. The California Environmental
Protection Ap:ney designated the San Francisco Regional Water Quality Control Board
(RWQCRB) as the "Administering Agency” under an approval process outlined by
Assembly Bil (AB) 2061 to oversee the investigation and environmental approvals
within the Miision Bay area.

The Mission Bay site investigation was completed in 1998 and produced several
technical reports detailing results, conclusions and recommendations for development of
the land. In b-ef, the environmental studies found the following:

Principal chemicals detected were petroleum hydrocarbons associated with the
site use and materials associated with the (ill materials at the site. No high concentrations
of VOCs were found in either soils or groundwater. No significant source areas for
metals were d:tected in soil or groundwater. other than the [ill materials placed at the turn
of the century  No concentration of any chemical posed a threat to human health or the
environment {ollowing the completion of the planned development. The aforementioned
results are ace: pled by what is referred to as the petroleum “free-product”™ area. The free-
product area i marked by petroleum product which exists beneath the surface and which
is the subject nf a RWQCRB Clean Up and Abatement Order issued to the oil companics
that operated (n that area for many years. The area is located east of Illinois Street near
16" Street in the South of Channel arca.

To outline procedural requirements for development within Mission Bay, a Risk
Management ’lan (RMP) was developed by the Agencies, the City. and owners in
Mission Bay. The purpose of the RMP was to specify the protocols for managing the
chemicals in t=e soil and groundwater in a manner that would be protective of human
health and the snvironment before, during and after development. One of the most
important asp:zts of the RMP, and one which provides for ongoing development, was the
condition that il the conclusion of all development, the native soils would be capped with
either new devzlopment or 12 1o 18 inches of clean fill in the case of parks. The RMP
was approved by the RWQCB on May 12, 1999, and a Certificate of Completion for the
site investigat on and remediation was issued by the RWQCB on May 235, 1999,
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CERTIFICATION

| certify to the best of my knowledge and belief, ...

the statements of fact contained in this appraisal report are true and correct.

the reported appraisal analyses, opinions, and conclusions are limited only by the
reported assumptions and limiting conditions, and are my personal, impartial, and
unbiased professional analyses, opinions, and conclusions.

I have no present or prospective interest in the property that is the subject of this report,
and | have no personal interest or bias with respect to the parties involved.

| have no bias with respect to the property that is the subject of this report or to the
parties involved with this assignment.

my engagement in this assignment was not contingent upon developing or reporting
predetermined results.

my compensation for completing this assignment is not contingent upon the
development or reporting of a predetermined value or direction in value that favors the
cause of the client, the amount of the value opinion, the attainment of a stipulated result,
or the occurrence of a subsequent event directly related to the intended use of this
appraisal.

my analyses, opinion, and conclusions were developed, and this report has been
prepared, in conformity with Uniform Standards of Professional Appraisal Practice.

Wailter L. Ricci has made a personal inspection of the property that is the subject of this
appraisal report.

ificant professions assistance to the person signing this report.

oue___ 6] 505

Waler L Ricci, MAI, CCIM

Certified General Appraiser
California Certificate #AG009489

CERTIFICATION

| certify to the best of my knowledge and belief, ...

the statements of fact contained in this appraisal report are true and correct.

the reported appraisal analyses, opinions, and conclusions are limited only by the
reported assumptions and limiting conditions, and are my personal, impartial, and
unbiased professional analyses, opinions, and conclusions.

I have no present or prospective interest in the property that is the subject of this report,
and | have no personal interest or bias with respect to the parties involved.

| have no bias with respect to the property that is the subject of this report or to the
parties involved with this assignment.

my engagement in this assignment was not contingent upon developing or reporting
predetermined results.

my compensation for completing this assignment is not contingent upon the
development or reporting of a predetermined value or direction in value that favors the
cause of the client, the amount of the value apinion, the attainment of a stipulated result,
or the occurrence of a subsequent event directly related to the intended use of this
appraisal.

my analyses, opinion, and conclusions were developed, and this report has been
prepared, in conformity with the Uniform Standards of Professional Appraisal Practice.

John S. Mateo has made a personal inspection of the property thatis the subject of this
appraisal report.

no one provided significant professions assistance to the person signing this report.

(G

Certifj

John 8. o, MAI
eneral Appraiser
Cal ia Certificate #AG022411




QUALIFICATIONS

QUALIFICATIONS OF WALTER L. RICCI, MAI, CCIM

Professional Experience

Hamilton, Ricci & Associates, Inc., San Francisco, California (1986). Provide appraisal and
consultation services for a variety of improved and vacant real estate products.

Appraisal

Various residential and income producing properties, both existing and proposed, including commercial,
industrial, office buildings, apartments, shopping centers, motels, subdivisions, mixed use properties,
parking garages, low income housing tax credit apartments, congregate care facilities, cold-storage
facilities, trade centers, conversions, rehabilitations, and restaurants. Appraisals have been prepared for
investment, disposition, mortgage lending, loan workout, condemnation, and litigation support purposes.

Consultation

Syndication, mortgage financing, acquisitions, dispositions, competitive product analysis, highest and
best use studies, project feasibility, market rent surveys, and lease negotiations.

Expert Testimony/Arbitration

Qualified as an expert witness in Superior Court of San Francisco County, Federal Bankruptcy Court,
depositions, JAMS and the City and County of San Francisco Assessment Appeals Board. Litigation
assignments for both plaintiffs and defendants include eminent domain, construction defects, title work,
toxic contamination, and partial interest analysis. Arbitration assignments include fair market rent and
fair market value determinations.

Speaking Engagements
Appraising Low Income Housing Tax Credit Apartments

Developers Tax Credit Conference, Sheraton Palace Hotel, San Francisco, CA
September 29, 1994

Education

B.S. Business Administration, Finance
San Diego State University, May 1986

Certification

Certified General Appraiser in State of California through May 21, 2003. Appraiser No. AG9489.

Professional Associations and Memberships

Member: Appraisal Institute (#9547)

Member: Commercial Investment Real Estate Institute
The Belden Club of San Francisco

The San Francisco Apartment Association

San Francisco Board of Realtors

National Association of Realtors

California Association of Realtors



QUALIFICATIONS OF JOHN S. MATEO, MAI

EXPERIENCE
September 2000- Senior Appraiser, Hamilton, Ricci & Associates, Inc., San Francisco,
California
1997 to

September 2000 Vice President, Manager of Innovative Products Group, GMAC
Commercial Mortgage, San Francisco, California

1994 to 1997 Senior Appraiser, Hamilton, Ricci & Associates, Inc., San Francisco,
California.
1993 to 1994 Senior Commercial Appraiser, Charles D. Bailey & Associates, San

Francisco, California.

1992 to 1993 Senior Real Estate Appraiser, CB Commercial Real Estate Group, Inc.,
San Francisco, California.

1992 Commercial Real Estate Appraiser, Hamilton/Simons & Associates, Inc.,
San Francisco, California.

1990 to 1992 Project Manager, Bocian & Associates, San Francisco, California.

1988 to 1990 Investment Group Partner, Wyoming Equity Partners, San Francisco,
California.

1985 to 1988 Senior Associate with Gilliam, Joseph & Littlejohn, New York, New York.

Specific experience includes providing appraisal and consultation services, including valuations, rent and
locations studies, marketing and feasibility analyses for a variety of improved and vacant commercial and
industrial real estate. Types of properties appraised include multi-family residential, sub-division, mixed use,
retail, office, industrial, senior housing, hotel, research and development and special purpose. Litigation
assignments for plaintiffs and defendants include easement, construction defects, title, toxic contamination and
partial interest analysis. He headed the development team responsible for creating highly automated
appraisal and valuation systems for the largest U.S. conduit lender and CMBS Servicer. He has provided
financial and operational consulting services to the financial services industry, including major banks,
insurance companies and utilities. He has been a partner in an investment group formed to acquire distressed
real estate assets in economically depressed regions of the United States. He has specialized in leveraged
acquisitions of national and international industrial concerns for a merchant bank and has conducted
operational, financial and legal due diligence pursuant to corporate valuations and acquisitions.

EDUCATION

Master of Business Administration - Finance & Accounting
Columbia University Graduate School of Business, New York, New York

Bachelor of Arts - Economics & Political Science
University of Chicago, Chicago, lllinois

CERTIFICATION
Certified General Appraiser in State of California through April 6, 2006 (AG022411)
PROFESSIONAL AFFILIATIONS

Member: Appraisal Institute (#10998)
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REDEVELOPMENT AGENCY OF THE CITY AND COUNTY OF SAN FRANCISCO
COMMUNITY FACILITIES DISTRICT NO. 6
(Mission Bay South Public Improvements)

RATE AND METHOD OF APPORTIONMENT OF SPECIAL TAX

A Special Tax applicable to each Assessor's Parcel of Taxable Property in the Redevelopment
Agency of the City and County of San Francisco Community Facilities District No. 6 (Mission
Bay South Public Improvements) (berein “CFD No. 6”) shall be levied and collected according to
the tax liability determined by the Administrator (or designee thereof) through the application of
the procedures described below. All of the real property in CFD No. 6, unless exempted by law
or by the provisions hereof, shall be taxed for the purposes, to the exient, and in the manner herein
provided, including property subsequently annexed into CFD No. 6 unless a separate Rate and
Method of Apportionment of Special Tax is adopted for the annexation area.

A.  DEFINITIONS

The capirzlized terms hereinafter set forth have the following meanings when used in this Rate and
Method of Apportionment:

“Acre or Acreage” means the land area of an Assessor’s Parcel as shown on an Assessor's Parcel
Map, or if the land area is not shown on an Assessor's Parcel Map, the land area shown on the
applicable final map, parcel map, condominium plan or other parcel map recorded with the County
Recorder. For an Airspace Parcel, Acreage means the portion of the Underlying Land Parcel that
is assigned 10 the Airspace Parcel pursuam to procedures set forth in Section C below. If the
Acreage of a particular Parcel is unclear after reference 1o available maps, the Administrator shall
determine the appropnaxc Acreage for the Parcel.

*Act” means the Mello-Roos Community Facilities Act of 1982, as amended, being Chapter 2.5
(commencing with Section 53311), Part 1, Division 2, of Title 5 of the Government Code of the
State of California.

* Administrative Expenses” means any or all of the following: the fees and expenses of any fiscal
agent or trustee (including any fees and expenses of its counsel) employed in connection with any
Bonds; the expenses of the Administrator and the Agency in carrying out their duties under the
Indenmre, including, but not limited to, the levy and collection of the Special Tax, the fees and
expenses of its legal counsel, charges levied by the County or any division or office thereof in
connection with the Jevy and collection of Special Taxes, audits, continuing disclosure or other
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CFD No. 6 (Mission Bay South) 1 January 5, 2000



~ amounts needed 1o pay arbitrage rebate 1o the Ieqcral FOVETINCIL WILA ITSPTLL W DULUS, LUdL
associated with complying with continuing disclosure requirements; costs assoclated with
responding to public inquiries regarding Special Tax levies and appeals; antorneys’ fees and other
costs associated with commencement or pursuit of foreclosure for delinquent Special Taxes: and
all other costs and expenses of the Agency, the Administrator, the County and any fiscal agent,
escrow agent Or trustee in any way related to the administration of CFD No. 6.

« A dministrator” means the Deputy Executive Director, Finance and Administration of the Agency
" or such other person or entity designated by the Executive Director of the Agency 10 administer
the Spacial Tax according to this Rate and Method of Apportionment of Special Tax.

“Agency” means the Redevelopment Agency of the City and County of San Francisco.

“Airspace Parcel” means an Assessor’s Parce] that shares common vertical space of an Underlying
Land Parcel with other parcels that have been assigned separate Assessor’s Parcel numbers.

« Agsessor's Parcel” or “Parcel” means a lot, parcel or Airspace Parcel shown on an Assessor’s
Parcel Map with an assigned Assessor's Parce]l number.

« A ssessor's Parcel Map” means an official map of the Assessor of the County designating Parcels
by Assessor’s Parcel number.

“Bonds” means any bonds or other debt (as defined in Section 53317(d) of the Act), whether in
one or more series, issued by the Agency for CFD No. 6 under the Act.

“City” means the City and County of San Francisco.
«Commission” means the Commission of the Agency, being the legislative body of CFD No. 6.
=County” means the City and County of San Francisco.

“Developed Property” means, in any Fiscal Year, all Taxable Property for which a building
permit for new construction (excluding renovations to buildings that were built prior to the date
of adoption of the Resolution of Formation) was issued prior to July 1 of that Fiscal Year or in
prior Fiscal Years, excluding any-Parcel of Taxable Property for which a building permit was
jssued prior to formation of CFD No. 6 but only untl such time as 2 building permit is issued for
any such Parcel following the formation of CFD No. 6.

“Equivalent Dwelling Unit Factor” or “EDU" means the numerical factar assigned to each For-
Sale Residenrial Unit category in Table 2 of Section C.2 below for purposes of apportioning the
Maximum Special Tax. :

“Exempt Land” means any real property within the boundaries of CFD No. 6 (i) owned by 2
governmental agency as of the date of adoption of the Resolution of Formation (but not after
the date, if any, such land is conveyed to 2 nongovernmental entity), (ii) from and after the .
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date conveyed to a governmmental agency under the terms of the Mission Bay South Owner
Participation Agreement as in effect on the date the Resolution of Formation was adopted by
the Comumission, (iii) from and after the date conveyed to a governmental agency under the
terms of the Land Transfer Agreements as in effect on the date the Resolution of Formation

- was adopted by the Commission, (iv) which is Agency Affordable Housing Parcels (as defined,
in the Mission Bay South Owner Participation Agreement as in effect on the date the
Resolution of Formation was adopted by the Commission) from and after the date conveyed 1o
the Agency or a Qualified Housing Developer (as defined in the Mission Bay South Owner
Participation Agreement as in effect on the date the Resolution of Formation was adopted by
the Commission), (v) which is a VARA Corridor, (vi) which makes up the strip of land under
Interstate 280 that: (1) is owned by Catellus Development Corporation, (2) has a separate
Assessor’s Parcel number assigned 1o it, and (3) on the date the Resolution of Formation was
adopted, was part of Assessor’s Parcel munber 8709-01 or 8723-01, or (vii) which is the
subject of a public trust or other permanent easement to 2 public agency making impractical its
use for other than the purposes set forth in the easement. Any land described in clauses (i),
(iii), (iv). or (vii) which is or becomes Exempt Land shall thereafter always remain Exempt
Land. The Administrator shall determine the extent to which any real property in CFD No. 6
1s Exempt Land.

«Exempt Parking Parcel” means an Assessor’s Parcel: (1) that is an Airspace Parcel in 2
building, (2) that has been assigned its own Assessor’s Parcel number and will receive 1ts own
ax bill, G)onwmchthepmnaryuse:sparlqn, and (4) becanse of other land uses within the
structure of which the Exempt Parking Parcel is a part, does not meet the definition of Stand-

Alone Parking.
“Fiscal Year” means the period starting July 1 and ending on the following June 30.

“For-Sale Residential Category” means any of the individual land use categories for For-Sale
Residential Units identified in Table 2 of Section C.2 below.

“For-Sale Residential Property” means, in any Fiscal Year, all Assessor’s Parcels of Developed
Property for which a building permit has been issued for construction of For-Sale Residential
Units. For-Sale Residential Property shall also include Assessor’s Parcels that were Rental
Residential Property before the Rental Residential Units on the Parcel were converted to For-Sale
Residential Units.

“For-Sale Residential Units” means dwelling units which are not located on Exempt Land and
which are intended at the time of issuance of a certificate of occupancy to be offered for sale for
individual unit ownership, as determined by the Administrator. Residential units that are initially
Rental Residential Units and subsequently converted and offered for sale for individual unit
ownership shall, upon completion of such conversion, be categorized as For-Sale Residential
Units.
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“Hotel Property” means, in any Fiscal Year, all Assessor’s Parcels of Developed Property for
which a building permit has been issued for a2 non-residential swructure that constimtes a place of
lodging providing sleeping accommodations and related facilities for ravelers.

“Indenture” means the indennre, fiscal agent agreement, resolution or other mstrument pursuant
1o which Bonds are issued, as modified, amended, and/or supplemented from time to time, and
any ipstrument replacing or supplementng same.

“Infrastructure” means the public improvements authorized to be financed by CFD No. 6 in
accordance with the terms of the Resolution of Formation.

“Initial Stand-Alone Retail Property” means the lesser of (i) the first 90,000 Square Feet of
Stand-Alone Retail Property (as defined below) in CFD No. 6 or (ii) the first 1.0 Acre of Stand-
Alone Retail Acreage (as defined below) in CFD No. 6 for which construction building permits
have been issued. In determining which retail uses first became Stand-Alone Retail Property, the
Administrator shall refer 1o the date on which building permits were issued and categorize Parcels
as Initial Stand-Alone Retail Property on a first-in-time basis.

“ILand Transfer Agreements” means the Amended and Restated City Land Transfer Agreement,
the Amended and Restated Port Land Transfer Agreement and the Amended and Restated
Agreement Concerning the Public Trust, all as described in the Mission Bay South Owner
Participation Agreement.

“Land Use Class” means any of the seven classes listed in Table 1 below, specifically: Hotel
Property, Initial Stand-Alone Retail Property, Office Property, Other Property, Rental Residential
Property, Stand-Alone Parking Property, and Stand-Alone Retail Property.

*Maximum Special Tax” means, with respect to any Parcel, the maximum Special Tax,
determined in accordance with Section C, that can be levied in any Fiscal Year on such Parcel.

“Mission Bay South Owner Participation Agreement” means the agreement by that name, dated
as of November 16, 1998, between the Agency and Catellus Development Corporation, as may
be amended from time to time. '

“Net Available Increment” means, as to each Fiscal Year, amounts the Agency has determined
1o contribute to CFD No. 6 in such Fiscal Year pursuant to the Mission Bay South Owner

Participation Agreement.

“Office Property” means, in any Fiscal Year, all Assessor’s Parcels of Developed Property which
have been zoned for Mission Bay commercial/industrial uses and for which 2 building permit has
been issued for construction of a building or buildings that will be used for non-residential land
uses including, but not limited 10, office, biotech, research and development, or retail uses that
are not Stand-Alone Retail Property.
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“Other Property” means, in any Fiscal Year, all Assessor’s Parcels of Developed Propernty for
which a building permit has been issued for any use which is not For-Sale Residential Property.
Rental Residential Property, Hotel Property, Office Property, Stand-Alone Parking Property or
Stand-Alone Retail Property.

“Rental Residential Units” means dwelling units which are not located on Exempt Land and are
not For-Sale Residential Units.

“Rental Residential Property” means, in any Fiscal Year, all Assessor’s Parcels of Developed
Property for which a building permit has been issued for construction of Rental Residential Units.

“Resolution of Formation™ means the Resolution of Formation of Community Facilities District
No. 6, as adopted by the Commission.

“Special Tax” means the special tax to be levied pursuant to the Act in each Fiscal Year on Taxable
Property within CFD No. 6.

“Special Tax Requirement” means the amount necessary in any Fiscal Year, as determined by the

Administrator, (i) to pay principal and interest on Bonds due in the calendar year which begins in

such Fiscal Year, (ii) to create or replenish reserve funds for Bonds, (iii) to cure any delinquencies

in the payment of Special Taxes which have occurred or (based on delinquency rates in prior vears)

may be expected to occur in the Fiscal Year in which the Special Tax will be collected, (iv) to pay

Administrative Expenses, (v) 1o pay construction and/or acquisition costs and expenses of
Infrastructure the Agency expects to fund from Special Tax proceeds in such Fiscal Year, (vi) to pay

costs associated with the release of funds from an escrow account, if any, (vii) to pay for a letter of
credit, bond insurance or any other type of credit enhancement for Bonds, and (viii) to pay arbitrage

or other rebate payments. The Special Tax Requirement may be reduced in any Fiscal Year, as

determined by the Administrator, by taking into account money available from one or more of the

following sources: (i) interest earnings on or surplus balances in the CFD No. 6 funds and accounts-
that are available to be applied in such Fiscal Year to the payment of Bond debt service under the

provisions of the Indenture pursuant to which Bonds were issued, (ii) amounts in any capitalized

interest account established when Bonds were issued and reasonably expected to be available in such

Fiscal Year to pay debt service on Bonds, (iii) Net Available Increment, and (iv) any other funds

available to apply against the Special Tax Requirement as determined by the Administrator.

“Square Foot”, “Square Footage” or “Square Feet” means the square footage reflected on the
original construction building permit issued for construction of a residential or non-residential
buildmg and any Square Footage subsequently added to a residential or non-residential building
after issuance of a building permit for expansion or renovation of such building. '

“Stand-Alone Parking Acreage” means the portion of an Underlying Land Parcel that is assigned
10 Stand-Alone Parking. If the Stand-Alone Parking is physically located on its own Assessor's
Parcel (i.e., a Parcel not shared by any other land use), the Stand-Alone Parking Acreage shall be
the Acreage of the Assessor's Parcel. If the Stand-Alone Parking shares an Underlying Land
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Parcel with other land uses that have been assigned separate Assessor’s Parcel numbers. the
corresponding Stand-Alone Parking Acreage shall be determined by (1) dividing the Square
Footage of the Stand-Alone Parking by the total Square Footage of all structures built or
anticipated to be built on the Underlying Land Parcel (not including Square Footage built on
Exempt Parking Parcels), and (2) multiplying the quotient by the total Acreage of the Underlying
Land Parcel on which the building sits.

“Stand-Alone Parking” means a structure that meets all of the following criteria: (1) the primary
use (i.e., the majority of Square Footage) of the strucmre is parking, (2) the structure has been
assigned its own Assessor’s Parcel mxmber and will receive its own tax bill, and (3) the structure
does not include Square Footage that is designated for residential, hotel or office uses other than
office areas used for parking operations.

“Stand-Alone Retail Acreage” means the portion of an Underlying Land Parcel that is assigned
to Stand-Alone Retail Property. If the Stand-Alone Retail Property is physically located on its
own Assessor’s Parcel (i.e., a Parcel not shared by any other land use), the Stand-Alone Retail
Acreage shall be the Acreage of the Assessor’s Parcel. If the Stand-Alone Retail Property is in
a building or shares an Underlying Land Parcel with other land uses that have been assigned
separate Assessor’s Parcel mumbers, the corresponding Stand-Alone Retail Acreage shall be
determined by (1) dividing the Square Footage of the Stand-Alone Retail Property by the toral
Square Footage of all swructures built or anticipted to be built on the Underlying Land Parcel (not
including Square Footage built on Exempt Parking Parcels), and (2) multiplying the quotient by.
the total Acreage of the Underlying Land Parcel on which the building(s) sits.

“Stand-Alone Retail Property” means a building, or a portion of a building, which (i) has been
constructed to be leased to tenants who will offer goods, services, food or beverages for sale to
the general public or on a wholesale basis directly from the leased premises, and (ii) has been
assigned a separate Assessor’s Parcel mumber and, therefore, will receive a separate property tax
bill from other Parcels in the CFD.

“Taxable Property” means all of the Assessor's Parcels within the boundaries of CFD No. 6
which are not: (1) Exempt Land, (2) Exempt Parking Parcels, or (3) exempt from the Special Tax
pursuamnt to law.

“Underlying Land Parcel” means an area of land that had been or would be a single Assessor’s
Parcel except for the assignment of separate Assessor’s Parcel mumbers to individual
condominiums or other Airspace Parcels located on the Underlying Land Parcel.

“Undeveloped Property” means Parcels of Taxable Property in CFD No. 6 not classified as
Developed Property.

“VARA Corridor™ means a privately-owned corridor running through the South of Channel area
that is designated as an easement for public wutilities, pedestrian and vehicular circulation, and
views. Property will only be designated as a VARA Corridor and, therefore, categorized as
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Exempt Land if it is reflected on an Assessor’s Parcel Map as a piece of property separate from
a Parcel of Taxable Property.

B. ASSIGNMENT TO LAND USE CLASSES

On or about July 1 of each Fiscal Year, the Administrator shall determine which Parcels in CFD
No. 6 are Taxable Property and shall classify all Taxable Property as either Developed Property
or Undeveloped Property. Taxable Property shall be subject to Special Taxes for the Fiscal Year
which commences on such July 1, in accordance with the rate and method of apportionment
described in Sections C and D below. For purposes of determining the applicable Special Tax
pursuant to Section C, each Parcel of Developed Property shall be assigned by the Administrator
to one of the Land Use Classes designated in Table 1 (regardiess of how many different land uses
occur on the Parcel) and, in the case of For-Sale Residential Property, to one of the For-Sale
Residential Categories shown in Table 2. Determinations needed as to Square Footage or the
pumber of For-Sale Residential Units shall be made by the Administrator by referencing the
building permit, approved Major Phase documentation as defined in the Mission Bay South Owner
Participation Agreement, site plan, or other developmenmt plan deemed relevant by the
Administrator. Determination of the appropriate Land Use Class shall be at the sole discretion
of the. Administrator subject to the definitions set forth in this RMA.

C. MAXIMUM SPECIAL TAX
1. Maximumm Special Tax, Developed Property Other Than For-Sale Residential Property

The following Maximum Special Tax rates for Developed Property shall apply to all
Parcels of Taxable Property within CFD No. 6, other than For-Sale Residennal Property,
in each Fiscal Year in which a Special Tax is collected. The acmal amount of Special Tax
10 be levied in any Fiscal Year on any Parcel of Developed Property shall be determined
in accordance with Section D below.
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TABLE I
MAXIMUM SPECIAL TAX FOR DEVELOPED PROPERTY
(Fiscal Year 2000-01) *
Land Use
Class Description Maximum Special Tax *
1 Rental Residential Property $114,000 per Acre
2 Hotel Property $114,000 per Acre
3 Initial Stand-Alone Retail $0.50 per Square Foot
Property »
4 Office Property $114,000 per Acre
5 Other Property $114,000 per Acre
6 Stand-Alone Parking $114,000 per Acre
7 Stand-Alone Retail Propcrr.y $114,000 per Acre

" ¥ On each July 1, conunencing July 1, 2001, Maximum Special Taxes for the Fiscal
Year commencing such July 1 shall be increased by two percent (2%) of the Maximum
Spectal Taxes in effect in the previous Fiscal Year.

In some instances an Assessor’s Parcel of Developed Property may contain muldple land
uses. The following procedures shall be applied to determine the Maximum Special Tax
for Parcels with mmitiple Land Use Classes:

l.2. Parcels of Stand-Alene Retail Propertv

If a construction building permit is issued for any building within CFD No. 6 and all or
a portion of the Square Footage of the building is specifically designated for retail uses at
the time the building permit is issued, the Administrator must determine whether the retail
uses are Stand-Alone Retail Property. If it is determined thar the retail uses do not meet
the defmnition of Stand-Alone Retail Property, the Acreage or portion of Acreage of the
Underlying Assessor’s Parcel that is assigned to the building shall be used to determine the
Maxmmum Special Tax for the building.

If the retail uses on the Parcel meet the definition of Stand-Alone Retail Property, the
Administrator then must determine whether any of the identified Stand-Alone Retail
Property (the “Subject Parcel”) can be further classified as Initial Stand-Alone Retail
Property. The test for idenrifying Initial Stand-Alone Retail Property and applying 2
MaximmnSpeciaI.TaxﬂmretoiSSPeciﬁedbclowinStcpslthronghG. If building permits
areissucdatmesameﬁmeformndplePamelsof,Smnd-AloneRemﬂPrgpertythnare
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owned by different owners, the remaining Square Footage and Acreage that can be
allocated as Initial Stand-Alone Retail Property shall be divided up equally between the
Parcels. For example, if there is Square Footage on two Parcels that qualifies as Initial
Stand-Alone Retail Property, the remaining allocation will be divided in half and each
Parcel shall get the benefit of one-half of the remaming Square Footage to be allocated as
Initial Stand-Alone Retail Property. If building permits are issued at the same time for
multiple Partels of Stand-Alone Retail Property that are owned by the same owner, the
owner can determine how the remaining Initial Stand-Alone Property allocation will be
split among his/her Parcels.

If Stand-Alone Retail Property is identified on the Parcel, the following steps shall be
applied to determine the Maximum Special Tax for the Subject Parcel:

Step 1. Identify the total Square Footage of Stand-Alone Retail Property and
the amount of Stand-Alone Retail Acreage that was included in
building permits issued within the CFD prior to the date the
building permit was issued for the Subject Parcel.

Step 2. Subtract the Square Footage determined in Step 1 from 90,000 and
subtract the Stand-Alone Retail Acreage determined in Step 1 from
1.0. If either of the differences is equal to or Iess than zero, none
of the Square Footage on the Subject Parcel can be categorized as
Initial Stand-Alone Retail Property. If the differences are greater
than zero, the Administrator shall determine the amount of Square
Footage that can qualify as Initial Stand-Alone Retail Property
without exceeding a toral of either 90,000 Stand-Alone Retail
Square Feet or 1.0 Stand-Alone Retail Acre in the CFD as a whole.
This amount of Square Footage shall be the Initial Stand-Alone
Rerail Property on the Parcel.

Step 3. Multiply the Initial Stand-Alone Remil Square Footage determined -
. in Step 2 by the Maximum Special Tax for Initial Stand-Alone
Retail Property for the then current Fiscal Year to determine the
portion of the Maximum Special Tax for the Subject Parcel that will
be generated from Initial Stand-Alone Retail Property on the Subject
Parcel. '

Step 4. Subtract the Stand-Alone Retail Acreage that corresponds to the
Square Footage of Initial Stand-Alone Retail Property determined
in Step 2 from the total Stand-Alone Retail Acreage on the Subject
Parcel 1o determine the Acreage on the Subject Parcel that is

- associated with Stand-Alone Retail Property that did not qualify as
Initia] Stand-Alone Retail Property.
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Swp . Multiply the Acreage from Step 4 by the then current Maximum
Special Tax for Stand-Alone Retail Property to determine the
portion of the Maximum Special Tax for the Subject Parcel that will
be generated from Stand-Alone Retail Property that did not qualify
as Initial Stand-Alone Retail Property.

Step 6. Add together the Maximmum Special Taxes determined in Steps 3 and
5 to determine the total Maximum Special Tax for the Subject
Parcel in the current Fiscal Year.

If multiple land uses occur in the same building and/or on the same Underlying Land
Parcel on which the Stand-Alone Retail Property is located and a separate Assessor's Parcel
number has been assigned to one or more of such land uses, the Administrator shall follow
the procedures set forth in Section C.1.c. below to delineate the Acreage of the Underlying
Land Parcel. The idemtified Acreage shall then be used to separately calculate the
Maximum Special Tax for the individual Assessor’s Parcels on which each other land use
is located.

1.b. Parcels of Stand-Alone Parking

If a construction building permit is issued for any building within CFD No. 6 and all or
a portion of the Square Footage of the building is specifically designated for parking at the
time the building permit is issued, the Administrator must determine whether the parking
will be Stand-Alone Parking. If it.is determined that the parking areas do not meet the
definition of Stand-Alone Parking, the Maximum Special Tax shall be determined based
on the Acreage or portion of Acreage of the Underlying Land Parcel that is assiened to the
building, without a separate allocation to the area designated for parking. If the parking
is Stand-Alone Parking, the Administrator shall apply the following steps to determine the
Maximum Special Tax for the Parcel of Stand Alone Parking (the “Subject Parcel”):

Step 1. Determine the Stand-Alone Parking Acreage on the Subject Parcel.

Step 2. Multiply the Maximum Special Tax for Stand-Alone Parking for the
therr current Fiscal Year by the Stand-Alone Parking Acreage
determined in Step 1 tocalaﬂatctthanmnnSpecmlTaxforﬁlc
Subject Paroel

If multiple land uses occur on the same Underlying Land Parcel on which Stand-Alone
Parhngmlowed,chdnnmsmshaﬂdelmmmmcSmnd-AloncParhngAmgc on
tthndcdymgIzndPameIassetforﬂ:mStcplabove The remaining Acreage on the
Underlying Land Parcel shall be taxed, depending on the land use; pursuant to other
applicable sections of this Rate and Method of Apportionment of Special Tax.
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i.c. Underlvine Land Parcels with Multiple Land Uses

If multple land uses that have been assigned separate Assessor’s Parcel numbers occur in
the same building and/or on the same Underlying Land Parce] anywhere within CFD No.
6, the Administrator shall delineate the Acreage of the Underlying Land Parcel that s
associated with each type of land use as follows: (1) divide the Square Footage associated
with each land use (other than Square Footage on Exempt Parking Parcels) by the total
Square Footage of all structures built or anticipted to be built (based on building permits
that have been issued) on the Underlying Land Parcel (not including Square Foortage built
on Exempt Parking Parcels), and (2) multiply the quotient by the total Acreage of the
Underlying Land Parcel on which the building(s) sits. The idenrified Acreage shall then
be used to separately calculate the Maximum Special Tax for the individual Assessor’s
Parcels on which each land use is located.

If a building permit has been issned for development of 2 structure on an Underlying Land
Parcel in the CFD which is anticipated to have additional structures built on it that will not
be Exempt Parking Parcels, a portion of the Acreage of the Underlying Land Parcel shall
be taxed as Undeveloped Property lfbmldmgpcumtsforall of the structures in the approved
Major Phase documentation as defined in the Mission Bay South Owner Participation
Agreement for the Underlying Land Parcel were not issued as of July 1 of the Fiscal Year
" in which the Special Taxes are being levied. If the Acreage assigned to each building
anticipated on the Underlying Land Parcel is not clearly delineated on a subdivision map, the
Acreage of the porton of the Underlying Land Parcel to be taxed as Developed Property
shall be equal 10 the structure’s pro rata share of the total residential units or Square Footage
anticipated to be constructed on the Underlying Land Parcel (not counting Square Footage
on an Exempt Parking Parcel), as determined by reference to the Major Phase
documentation, muttiplied by the total Acreage of the Underlying Land Parcel.

Notwithstanding the above, if one or more of the additional structures to be buiilt on the
Underlying Land Parcel is expected to be a parking structure that will not be Stand-Alone
Parking or if it is uncertain whether the structure will be Stand-Alone Parking, the Acreage
associated with the Exempt Parking Parcel shall be assigned to the building for which a
building permit has been issued and shall factor into the Maximum Special Tax calculation
for that building. If the Exempt Parking Parcel ultimately becomes Stand-Alone Parking,
a separate Maximum Special Tax shall be assigned to the parking structure based on the
Acreage determined to be Stand-Alone Parking Acreage, and the Maximum Special Tax that
had originally been assigned to the building that was first built on the Underlying Land
Parcel shall be reduced by the amount of the Maximum Special Tax allocated to the Parcel
of Stand-Alone Parking.

Once a Maximum Special Tax has been és.v'gned to a Parcel of Developed Property, the
Maximum Special Tax shall not be reduced in future Fiscal Years regardless of changes in land
use, Square Footage, or Acreage, unless (1) a reduction in the Maximum Special Tax is
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approved by the Commission for the entire CFD, or (2) Stand-Alone Parking is added to an
Underlying Land Parcel as set forth in the paragraph above.

2. Maximum Special Tax, For-Sale Residential Property

2.2. Underlving Land Parcels with No Stand-Alone Parking or Stand-Alone Retail

“The Maximum Special Tax for a building of For-Sale Residential Property shall be the
amount determined by muldplying the Acreage or portion of Acreage of the Parcel that is
assigned to the building pursvant to Section C.2.d below by $114,000. Once the
Maximum Special Tax has been calculated for the building, 2 separate Maximum Special
Tax shall be determined for each For-Sale Residential Unit in the building through
application of the following steps:

Step 1.

" Step 2.
Step 3.

Step 4.

For each building with For-Sale Residential Units, determine the Acreage
associated with the building. If additional buildings will be constructed on
the Underlying Land Parcel on which the building is located, use the
procedures set forth in Section C2.d below to determine the Acreage. Ifno
addidonal buildings are expected on the Underlying Land Parcel, use the
emtire Acreage of the Parcel.

Usine the Acreage from Step 1, determine the Maximum Special Tax for
the building.

Idenrify the square footage of each For-Sale Residential Unit to be
constructed within the building.

Using the square footage information from Step 3, multiply the number of
For-Sale Residental Units expected within each For-Sale Residential
Category by the appropriate Equivalent Dwelling Unit factor from Table 2
below and sum the EDUs for all For-Sale Residential Categories
represented within the building for which Special Taxes are being
calculated.
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TABLE 2
FOR-SALE RESIDENTIAL CATEGORIES AND EQUIVALENT DWELLING UNIT FACTORS

For-Sale Residential
Category EDU Factor
For-Sale Residential Units, 0.55
less than 550 square feet
For-Sale Residential Units, 0.70
551 to 800 square feet
For-Sale Residential Units, 0.85
801 to 1,175 square feet
For-Sale Residential Units, 1.00
greater than 1,175 square feet

For example, assume 200 For-Sale Residential Units that are 1,300 square feet and 300
For-Sale Residential Units that are 900 square feet will be constructed in 2 building. The
total EDUs for the building would be calculated as follows:

200 Units * EDU Factor of 1.00 = 200 EDUs
300 Units * EDU Factor of 0.85 = . 255 EDUs
Total EDUs in Building = 455 EDUs
Step 5: Divide the Maximum Special Tax determined in Step 2 by the mumber of

EDUs calculated in Step 4 to determine the “Special Tax per EDU”,

Step6: -  If each For-Sale Residential Unit has been assigned an individual Assessor's
Parce] mumber, multiply the Special Tax per EDU determined in Step 5 by
the number of EDUs on each individual Parcel to determine the Maximum
Special Tax for each Parcel. If separate Assessor’s Parcels are not created
for each For-Sale Residential Unit or if separate Assessor’s Parcel mumbers
have not yet been assigned to each individual Assessor’s Parcel, multiply
the number of EDUs in the building (as determined in Step 4) by the
Special Tax per EDU from Step 5 10 determine the Maximum Special Tax
for the building. If additional buildings will be constructed on the Parcel
on which the building is located and such buildings are not expected 1o be
Exempt Parking Parcels, the Special Tax levied on the Parcel shall be a
combination of the Special Tax calculated pursuant to this Step 6 and the
Special Tax 1o be levied on the remaining Undeveloped Property within the
Parcel.
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2.b.  Underlving Land Parcels with For-Sale Residential Propertv and Other Land Uses

If other land uses that have been assigned separate Assessor’s Parcel numbers (other than
Exempt Parking Parcels) share an Underlying Land Parcel on which For-Sale Residential
Property is located, the Administrator shall follow the direction set forth in Section C.1.c
above 10 delineate the Acreage on the Underlying Land Parcel among the land uses. The
Maximum Special Tax assigned to the portion of the Underlying Land Parcel which is
determined to be For-Sale Residential Property shall be allocated among the For-Sale
Residential Units pursuant to the procedure set forth in Section C.2.a above,

2.c. Conversions from Rental Residential Propertv to For-Sale Residential Propertv

If Rental Residential Units on an Assessor’s Parcel are converted to For-Sale Residential
Units, theMaxhnumSpecialTaxthathadbeenassignedmtthamelwhcnitwaschml
Residential Property shall remain effective in fitnre Fiscal Years regardless of the
<conversion. The Maximum Special Tax assigned to the Parcel shall be allocated among
the For-Sale Residential Units pursuant to the procedures set forth in Section C.2.a above.

2.d. YUnderlvine Land Parcels with Remainine Undeveloped Propertv

" If a building permit has been issued for development of For-Sale Residential Units on an
Underlying Land Parcel in the CFD which is anticipated to have additional structures built
on it and such structures are not expected to qualify as Exempt Parking Parcels, a portion
of the Acreage of the Underlying Land Parcel shall be taxed as Undeveloped Property if
building permits for all of the structures in the approved Major Phase documentation as
defined in the Mission Bay South Owner Participation Agreement for the Underlying Land
Parce] were not issued as of July 1 of the Fiscal Year in which the Special Taxes are being
levied. Ifthe Acreage assigned to each building anticipated on the Underlying Land Parcel
1s not clearly delineated on a subdivision map, the Acreage of the portion of the Underlying
Land Parcel to be taxed as For-Sale Residential Property shall be equal to the structure’s pro
rata share of the total For-Sale Residential Units @f all of the remaining structures are
expected 1o be For-Sale Residential Property) or Square Footage (if the remaining structures
will include land uses other than For-Sale Residential Property and which shall not include
Square Footage built on Exempt Parking Parcels) anticipated to be constructed on the
Underlying Land Parcel, as determined by the Administrator by reference to the approved
Major Phase documentation as defined in the Mission Bay South Owner Participation
Agreement, multiplied by the total Acreage of the Underlying Land Parcel.

Once a Maximun Special Tax has been assigned to an Assessor’s Parcel of For-Sale
Residential Property, the Maximum Special Tax assigned to that Parcel skall never be
reduced regardless of changes in land use on the Parcel in Juture years, unless a
reduction in the Maximum Special Tax is approved by the Conunission for the entire
CFD. )
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3. Maximum Special Tax, Undeveloped Property

The Maximum Special Tax for Undeveloped Property is $114,000 per Acre and shall apply
1o all Parcels or portions of Parcels of Taxable Property within CFD No. 6 that are
Undeveloped Property in each Fiscal Year in which the Special Tax is collected. On each
July 1, commencing July 1, 2001, the Maximum Special Tax for Undeveloped Property
for the Fiscal Year commencing such July 1 shall be increased by two percent (2%) of the:
Maximum Special Tax for Undeveloped Property in effect in the previous Fiscal Year.

D. METHOD OF APPORTIONMENT OF THE SPECIAYL TAX

Commencing with Fiscal Year 2000-01 and for each following Fiscal Year, the Administrator or
designee shall determine the Special Tax Requirement to be collected from Taxable Property in
CFD No. 6 in the applicable Fiscal Year. The Special Tax shall then be levied as follows:

First: The Special Tax shall be levied prdportionately on each Assessor's Parcel of For-
Sale Residential Property up to 100% of the Maximum Special Tax for each For-Sale
Residential Unit, as determined by reference to Section C.2 above, subject in any event to
‘the Himitation in the second paragraph of Section E below as to the levy on any particular
Parcel;

Second: If additional monies are needed to pay the Special Tax Requirement after the first
step has been completed, the Special Tax shall be levied proportionately on each
Assessor’s Parcel of Developed Property other than For-Sale Residential Property up to .
100% of the applicable Maximum Special Tax for each such Parcel of Developed Property,
as determined by reference to Section C.1 above;

Third: If additional monies are needed to pay the Special Tax Requirement after the first
two steps have been completed, the Special Tax shall be levied proportionately on each
Assessor's Parcel of Undeveloped Property up to 100% of the Maximum Special Tax for. -
Undeveloped Property, as determined by reference to Section C.3 above;

E. LIMITATIONS

No Special Taxes shall be levied in any Fiscal Year on any Parcel after such Parcel becomes

Exempt Land, an Exempt Parking Parcel, or any Parcel for which the entire Special Tax has been
prepaid pursuant to Section G below.

The Special Tax may be levied and collected umtil principal and interest on Bonds have been repaid
and the Infrastructure has been completed and accepted by the applicable governmental agency and
paid for with proceeds of Bonds, Special Taxes, Net Available Increment or bonds secured by Net
Available Increment (as defined in the Mission Bay South Owner Participation Agreement), but
in any event not later than the year 2050.
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The Special Tax levied against a Parcel of For-Sale Residential Property or Rental Residential
Property in a given Fiscal Year cannot be increased, as a consequence of delinquency or default
by owners of other Parcels within CFD No. 6, by more than ten percent (10%) of the Special Tax
levied on such Parcel in the prior Fiscal Year. An increase of ten percent (10%) or more shall be
determined by comparison to what the levy of Special Tax would be for any Assessor’s Parcel if
there were no delinquencies or defaults on any other Assessor’s Parcel in CFD No. 6.

F. MANNER OF COLLECTION

The Special Taxes will be collected in the same manner and at the same time as ordinary ad
valorem property taxes; provided, however, that prepayments are permitted as set forth in Section
G below and provided further that the Administrator may directly bill the Special Taxes and may
collect Special Taxes at a different time or in a different manner if necessary to meet the fmancial
obligations of CFD No. 6 or otherwise more convenient or efficient in the circumstances.
Foreclosure of delinquent Special Taxes may be initiated and pursued in the manner permiued in
the Act.

G. PREPAYMENT OF SPECIAL TAX

The Special Tax obligation applicable to each Assessor’s Parcel in CFD No. 6 may be prepaid and
the obligation of the Assessor's Parcel to pay the Special Tax permanently satisfied as described
berein, provided that a prepayment may be made only if there are no delinquent Special Taxes
with respect to such Assessor’s Parcel at the time of prepayment. An owner of an Assessor's
Parcel intending to prepay the Special Tax obligation shall provide the Administraror with (i)
written notice of intent to prepay, and (ii) payment of fees to cover the cost of calculating and
administering the prepayment as established by the Agency. Within 30 days of receipt of such
written notice, the Administrator shall notify such owner of the prepayment amount for the
Assessor's Parcel. A prepayment must be made to the Agency at least 45 days prior to the next
occurring date that notice of redemption of Bonds from proceeds of such prepayment may be given
to the trustee pursuant to the Indenture.

Revenues from prepayment of Special Taxes may be used by CFD No. 6 for any purpose allowed
under the Act, including but not limited to the following: (i) to redeem Bonds; (ii) to pay for
Infrastructare; and (i) to escrow and be used to defease Bonds. The prepayment calculation shall
be performed by the Administrator or an independent financial consultant selected by the
Administrator and retained by the Agency in its sole discretion. No prepayment shall be allowed -
unless the amount of Special Taxes that can be levied on Taxable Property in the CED after the
prepayment is at least one hundred and ten percent (110%) of the maximum anmual debt service
on outstanding Bonds.

A partial prepayment may be made in an amount equal to any percentage of full prepayment
desired by the party making a partial prepayment. 'l'heM_aximmnSpecialTaxdxgzmbele_yicd
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on a Parcel after a2 partial prepayment is made is equal to the Maximum Special Tax that could
have been levied prior to the prepayment, reduced by the percentage of the full prepayment that
the partial prepayment represents, all as determined by or at the direction of the Administrator.

The following definitions apply to this Section G:

«Constrnction Inflation Index” means the preater of (i) the percent change in the
construction cost index for the San Francisco region for the prior twelve (12) month penod

aspubhshedmthemgecrmgNews Record or other comparable source if the Engineering
News Record is discontinued or otherwise not available, or (13) zero percent.

"Future Infrastructure Costs™ means the Infrastructure Costs (as defined below) minus
any costs funded by Previously Issued Bonds (as defined below), or directly from Special
Tax revennes, Net Available Increment, orbonds secured by Net Available Increment as
defined in the Mission Bay South Owner Participation Agreement.

"Qutstanding Bonds™ means all Previously Issued Bonds which remain outstanding, with
the following exception: if a Special Tax has been levied against, or already paid by, an
Assessor’s Parcel making a prepayment, and a portion of the Special Tax will be used o
payapordonofmencxtprincipalpaymcmonmeBondsthatremainomsmnding (as
determined by the Administrator), that next principal payment shall be subtracted from the

" rotal Bond principal that remains outstanding, and the difference shall be used as the
amount of *Outstanding Bonds™ for purposes of this prepayment formula.

"previously Issued Bonds" means all Bonds that have been issued by CFD No. 6 prior
1o the date of prepayment.

“Infrastructure Costs” means $175,772,000 in 1999 dollars, which shall increase by the
Construction Inflation Index on July 1, 2000 and each July 1 thereafter, or such other
nnmbz:ras(l)shallbedcterminedbythcAdministmtorassuﬁiciemtopayforthe'
Infrastrucnrre, or (ii) shall be determined by the Commission concurrently with a covenamt
that it will not issue any more Bonds to be supported by Special Taxes levied pursuant to
this Rate and Method of Apportionment of Special Tax.

The Prepayment Amount shall be calculated as follows (capitalized terms as defined below):

Bond Redemption Amount
plus Future Infrastructure Amount
plus Redemption Prumum
plus Defeasance
plus Administrative Fees and Expenses
less Reserve Fund Credit
equals Prepayment Amount
San Francisco Redevelopment Agency Rate and Method of Apportionment
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As ot the proposed date ot pfepaymcm, the Prepayment Amount shall be determined by application
of the following steps:

Step 1.

Step 2.

Step 3.

Step 4.

Step 5.

Step 6.

Step 7.

Step 8.

Step 9.

Determine the greater of (i) the total Maximum Special Tax that could be
collected from the Assessor’s Parcel prepaying the Special Tax based on the
Parcel’s development status in the Fiscal Year in which prepayment would
be received by CFD No. 6, or (ii) the total Maximum Special Tax that could
be collected from the Assessor’s Parcel prepaying the Special Tax based on
land uses expected on the Parcel when the entire Parcel becomes Developed
Property, as determined by the Administrator.

Divide the Maximum Special Tax computed pursuant to Step 1 for such
Assessor’s Parcel by the lesser of (i) the Maximum Special Tax revenues that
could be collected in that Fiscal Year from all Taxable Property in CFD No.
6, or (1) the Maximum Special Tax revenues that could be gencrated at
buildout of property in CFD No. 6 based on anticipated land uses at buildout
of the CFD.

Multiply the quotient computed pursuant to Step 2 by the Outstanding Bonds
to compute the amount of Outstanding Bonds to be retired and prepaid (the
‘Bond Redemption Amount”).

Compute the current Future Infrastructure Costs.
Multply the quotient computed pursuant to Step 2 by the amount determined
pursuant to Step 4 to compute the amount of Future Infrastructure Costs to

be prepaid (the ‘Furure Infrastructure Amount”.

Multiply the Bond Redemption Amount computed pursuant to Step 3 by the
applicable redemption premium, if any, on the Owstanding Bonds 1o be

- redeemed (the ‘Redemption Premium™).

Compute the amount needed to pay interest on the Bond Redemption Amount
from the last interest payment date on the Outstanding Bonds until the
earliest redemption date for the Outstanding Bonds.

Compute the minimum amount the Administrator reasonably expects to
derive from the reinvestment of the Bond Redemption Amount plus the
Redemption Premium until the redemption date for the Outstanding Bonds
that the Adminisu-atora'pectstobcredeemedwiththcprepaymmp

Take the amount computed pursuant to Step 7 and subtract the amount
computed pursuant to Step 8 (the “Defeasarce”).
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Step 10.

Step 11.

Step 12.

APPEALS

The administrative fees and expenses of CFD No. 6 are as calculated by the
Administrator and include the costs of computation of the prepayment. the
costs of redeeming Bonds, and the costs of recording any notices to evidence
the prepayment and the redemption (the “ddministrative Fees and

Expenses?).

If and to the extent so provided in the Indenture pursuant to which the
QOutstanding Bonds to be redeemed were issued, a reserve fund credit shall
be calculated as a reduction in the applicable reserve fund for the Outstanding
Bonds to be redeemed pursuant to the prepayment (the “Reserve Fund
Credit”).

The Special Tax prepayment is equal to the sum of the amounts computed
pursuant to Steps 3, 5, 6, 9, and 10, less the.amount computed pursuant to

Step 11 (the Prepayment Amount”).

Any property owner claiming that the amount or application of the Special Tax is not
correct and requesting a refund may file a written notice of appeal with the Administrator
pot later than one calendar year after having paid the Special Tax that is disputed. The
Administrator shall promptly review the appeal, and if necessary, meet with the property
owner, consider written and oral evidence regarding the amount of the Special Tax, and
decide the appeal. If the Administrator’s decision requires the Special Tax to be modified
or changed in favor of the property owner, a cash refund shall not be made (except for the
last year of the levy), but an adjusnnent shall be made to the next Special Tax levy. This
procedure shall be exclusive and its exbaustion by any property owner shall be a condition
precedent to any legal action by such owner.
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APPENDIX D

FORMS OF CONTINUING DISCLOSURE CERTIFICATES

CONTINUING DISCLOSURE CERTIFICATE - ISSUER

This Continuing Disclosure Certificate-Issuer (the “Disclosure Certificate”) is executed and
delivered by the Redevelopment Agency of the City and County of San Francisco (the “Agency”) in
connection with the issuance of $15,160,000 Redevelopment Agency of the City and County of San
Francisco Community Facilities District No. 6 (Mission Bay South Public Improvements) (the “District’)
Special Tax Bonds, Series 2005A Parity-South (Current Interest Bonds) and $5,708,938.75
Redevelopment Agency of the City and County of San Francisco Community Facilities District No. 6
(Mission Bay South Public Improvements) Special Tax Bonds, Series 2005B Parity-South (Capital
Appreciation Bonds) (the “2005 Bonds”). The 2005 Bonds are being issued pursuant to a Fiscal Agent
Agreement, dated as of June 1, 2001 (the “Fiscal Agent Agreement”), between the Agency and Wells
Fargo Bank, National Association, as fiscal agent (the “Fiscal Agent”), as supplemented. The Agency for
itself as the initial Dissemination Agent, and otherwise on behalf of the District, covenants and agrees as
follows:

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed
and delivered by the Agency for the benefit of the holders and beneficial owners of the 2005 Bonds and in
order to assist the Participating Underwriter in complying with S.E.C. Rule 15¢2-12(b)(5).

Section 2. Definitions. In addition to the definitions set forth in the Fiscal Agent Agreement,
which apply to any capitalized term used in this Disclosure Certificate unless otherwise defined in this
Section, the following capitalized terms shall have the following meanings:

“Annual Report” shall mean any Annual Report provided by the Agency pursuant to, and as
described in, Sections 3 and 4 of this Disclosure Certificate.

“Central Post Office” means the Disclosure USA website maintained by the Municipal Advisory
Council of Texas or any successor thereto, or any other organization or method approved by the staff or
members of the Securities and Exchange Commission as an intermediary through which issuers may, in
compliance with the Rule, make filings required by this Disclosure Certificate.

“Dissemination Agent” shall mean the Agency, or any successor Dissemination Agent designated
in writing by the Agency and which has filed with the Agency and the Fiscal Agent a written acceptance
of such designation.

“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure Certificate.

“National Repository” shall mean any Nationally Recognized Municipal Securities Information
Repository for purposes of the Rule.

“Participating Underwriter” shall mean, collectively, Stone & Youngberg LLC and Backstrom
McCarley Berry & Co., LLC, the original underwriters of the 2005 Bonds required to comply with the
Rule in connection with offering of the 2005 Bonds.

“Repository” shall mean each National Repository and each State Repository.
“Rule” shall mean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission

under the Securities Exchange Act of 1934, as the same may be amended from time to time.
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“State Repository” shall mean any public or private repository or entity designated by the State of
California as a state repository for the purpose of the Rule and recognized by the Securities and Exchange
Commission. As of the date of this Disclosure Certificate, there is no State Repository.

Section 3. Provision of Annual Reports.

(a) The Agency shall, or upon written request shall cause the Dissemination Agent to, not later
than nine months after the end of the Agency’s Fiscal Year (i.e., March 31), commencing with March 31,
2005 with the report for the 2005-2006 Fiscal Year, provide to each Repository an Annual Report which
is consistent with the requirements of Section 4 of this Disclosure Certificate, with a copy to the Fiscal
Agent and the Participating Underwriter. Not later than fifteen (15) business days prior to said date, the
Agency shall provide the Annual Report to the Dissemination Agent (if other than the Agency). The
Agency shall provide a written certification with each Annual Report furnished to the Dissemination
Agent, the Fiscal Agent and the Participating Underwriter to the effect that such Annual Report
constitutes the Annual Report required to be furnished by the Agency hereunder. The Dissemination
Agent and the Fiscal Agent may conclusively rely upon such certification of the Agency, and shall have
no duty or obligation to review such Annual Report. The Annual Report may be submitted as a single
document or as separate documents comprising a package, and may cross-reference other information as
provided in Section 4 of this Disclosure Certificate; provided that the audited financial statements of the
Agency may be submitted separately from the balance of the Annual Report, and not later than the date
required above for the filing of the Annual Report if not available by that date. If the Agency’s fiscal year
changes, it shall give notice of such change in the same manner as for a Listed Event under Section 5(c).

(b) If the Agency is unable to provide to the Repositories an Annual Report by the date required
in subsection (a), the Agency shall send a notice to the Municipal Securities Rulemaking Board in
substantially the form attached as Exhibit A.

(¢c) The Dissemination Agent shall:

(i) determine each year prior to the date for providing the Annual Report the name and
address of each National Repository and each State Repository, if any; and

(ii) to the extent the Annual Report has been provided to the Dissemination Agent, file a
report with the Agency (if the Dissemination Agent is other than the Agency) and the Fiscal
Agent certifying that the Annual Report has been provided pursuant to this Disclosure Certificate,
stating the date it was provided and listing all the Repositories to which it was provided.

(d) Notwithstanding any other provision of this Disclosure Certificate, the Agency and the
Dissemination Agent reserve the right to make any of the aforementioned filings through the Central Post
Office.

Section 4. Content of Annual Reports. The Agency’s Annual Report shall contain or incorporate
by reference the following:

(a) The Agency’s audited financial statements prepared in accordance with generally accepted
accounting principles as promulgated to apply to governmental entities from time to time by the
Governmental Accounting Standards Board, and as further modified according to applicable State law. If
the Agency’s audited financial statements are not available by the time the Annual Report is required to
be filed pursuant to Section 3(a), the Annual Report shall contain unaudited financial statements in a
format similar to the usual format utilized by the Agency, and the audited financial statements shall be
filed in the same manner as the Annual Report when they become available.
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(b) The following additional items, each as of the end of the Fiscal Year for which the Annual
Report is being provided (except as otherwise indicated below):

1. Principal amount of 2005 Bonds outstanding.

2. Balance in the accounts within the Improvement Fund for the 2005 Bonds.

3. Balance in the Reserve Fund for the 2005 Bonds.

4, Total assessed value of all parcels subject to the Special Taxes and the current

year’s assessed value for the District.
5. Special Tax and property tax delinquency rate for parcels in the District.
6. Concerning delinquent parcels:

e number of parcels delinquent in payment of Special Tax,

» amount of total delinquency and as a percentage of total Special Tax levy,
and

o status of the District’s actions on covenants to pursue foreclosure
proceedings upon delinquent properties.

7. Identity of any delinquent tax payer obligated for more than 10% of the annual
Special Tax levy and:

» assessed value of applicable properties, and
* summary of results of foreclosure sales, if available.

8. Significant amendments to land use entitlements for property in the District since
the last Annual Report which are known to the Agency’s chief financial officer, including but not
limited to any rezoning of the property or the adoption of any amendment or other change to the
specific plan for the area that includes the District..

9. Status of any significant legislative, administrative, and judicial challenges to the
construction of the development in the District since the last Annual Report which are known to
the Agency’s chief financial officer, without independent inquiry, but only for Annual Reports for
years in which construction activity has occurred in the District; such as any lawsuit challenging
the land use entitlements for the District, or any voter or legislative initiative to curtail or impede
development in the District..

10. For the Fiscal Year for which the Annual Report is being issued, but only until
the date on which 80% or more of the Special Taxes in the District are levied on developed
property, any building permit issued for the construction of a building on a parcel subject to the
Special Taxes and any certificate of occupancy for any building on a parcel subject to the Special
Taxes.

11. To the extent not otherwise provided pursuant to the preceding items 1-10,
annual information required to be filed with respect to the District since the last Annual Report
with the California Debt and Investment Advisory Commission pursuant to Sections 50075.1,
50075.3, 53359.5(b), 53410(d) or 53411 of the California Government Code.
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Any or all of the items listed above may be included by specific reference to other documents,
including official statements of debt issues of the Agency or related public entities, which have been
submitted to each of the Repositories or the Securities and Exchange Commission. If the document
included by reference is a final official statement, it must be available from the Municipal Securities
Rulemaking Board. The Agency shall clearly identify each such other document so included by
reference.

Section 5. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 5, the Agency shall give, or cause to be given,
notice of the occurrence of any of the following events with respect to the 2005 Bonds, if material:

(D Principal and interest payment delinquencies.

2) Non-payment related defaults.

3) Unscheduled draws on debt service reserves reflecting financial difficulties.
4) Unscheduled draws on credit enhancements reflecting financial difficulties.
®)] Substitution of credit or liquidity providers, or their failure to perform.

(6) Adverse tax opinions or events affecting the tax-exempt status of the security.

@) Modifications to rights of security holders.

(8) Bond calls.

9) Defeasances.

(10)  Release, substitution, or sale of property securing repayment of the securities.
(11)  Rating changes.

(b) Whenever the Agency obtains knowledge of the occurrence of a Listed Event, the Agency
shall as soon as possible, but in no event later than ten (10) business days after the occurrence thereof,
determine if such event would be material under applicable Federal Securities law.

(c) If the Agency determines that knowledge of the occurrence of a Listed Event would be
material under applicable Federal securities law, the Agency shall promptly file a notice of such
occurrence with the Municipal Securities Rulemaking Board, the Central Post Office and each State
Repository, with a copy to the Fiscal Agent and the Participating Underwriter. Notwithstanding the
foregoing, notice of Listed Events described in subsections (a)(8) and (9) need not be given under this
subsection any earlier than the notice (if any) of the underlying event is given to owners of affected 2005
Bonds pursuant to the Fiscal Agent Agreement.

Section 6. Termination of Reporting Obligation. The Agency’s obligations under this Disclosure
Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all of the
2005 Bonds. If such termination occurs prior to the final maturity of the 2005 Bonds, the Agency shall
give notice of such termination in the same manner as for a Listed Event under Section 5(c).

Section 7. Dissemination Agent. The Agency may, from time to time, appoint or engage a
Dissemination Agent to act as such under this Disclosure Certificate, and may discharge any such
Dissemination Agent, with or without appointing a successor Dissemination Agent. The initial
Dissemination Agent shall be the Agency.

The Dissemination Agent may at any time resign by providing thirty days written notice to the
Agency (if the then Dissemination Agent is other than the Agency) and the Fiscal Agent, such resignation
to become effective upon acceptance of appointment by a successor Dissemination Agent. Upon
receiving notice of such resignation, the Agency shall promptly appoint a successor Dissemination Agent
by an instrument in writing, delivered to the Fiscal Agent. If no appointment of a successor
Dissemination Agent shall be made pursuant to the forgoing provisions of this Section within forty-five
(45) days after the Dissemination Agent shall have given to the Agency and the Fiscal Agent written
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notice of its resignation, the Dissemination Agent may apply to any court of competent jurisdiction to
appoint a successor Dissemination Agent. Said court may thereupon, after such notice, if any, as such
court may deem proper, appoint a successor Dissemination Agent. The Agency shall provide the Fiscal
Agent with written notice of the identity of any successor Dissemination Agent appointed or engaged by
the Agency.

Section 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the Agency may amend this Disclosure Certificate, and any provision of this Disclosure
Certificate may be waived, provided that the following conditions are satisfied:

(a) the amendment or waiver, if it relates to annual or event information to be provided,
is made in connection with a change in circumstances that arises from a change in legal
requirements, change in law, or change in the identify, nature, or status of the District, or type of
business conducted;

(b) the undertakings herein, as proposed to be amended or waived, would, in the opinion
of nationally recognized bond counsel have complied with the requirements of the Rule at the
time of the primary offering of the 2005 Bonds, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and

(c) the proposed amendment or waiver (i) is approved by owners of the 2005 Bonds in
the manner provided in the Fiscal Agent Agreement for amendments to the Fiscal Agent
Agreement with the consent of owners, or (ii) does not, in the opinion of nationally recognized
bond counsel, materially impair the interests of the owners or beneficial owners of the 2005
Bonds.

If the annual financial information or operating data to be provided in the Annual Report is
amended pursuant to the provisions hereof, the first annual financial information containing the amended
operating data or financial information shall explain, in narrative form, the reasons for the amendment
and the impact of the change in the type of operating data or financial information being provided.

If an amendment is made to the undertaking specifying the accounting principles to be followed
in preparing financial statements, the annual financial information for the year in which the change is
made shall present a comparison between the financial statements or information prepared on the basis of
the new accounting principles and those prepared on the basis of the former accounting principles. The
comparison shall include a qualitative discussion of the differences in the accounting principles and the
impact of the change in the accounting principles on the presentation of the financial information, in order
to provide information to investors to enable them to evaluate the ability of the District to meet its
obligations. To the extent reasonably feasible, the comparison shall be quantitative. A notice of the
change in the accounting principles shall be sent to the Repositories in the same manner as for a Listed
Event under Section 5(¢).

Section 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to
prevent the Agency from disseminating any other information, using the means of dissemination set forth
in this Disclosure Certificate or any other means of communication, or including any other information in
any Annual Report or notice of occurrence of a Listed Event, in addition to that which is required by this
Disclosure Certificate. If the Agency chooses to include any information in any Annual Report or notice
of occurrence of a Listed Event in addition to that which is specifically required by this Disclosure
Certificate, the Agency shall have no obligation under this Disclosure Certificate to update such
information or include it in any future Annual Report or notice of occurrence of a Listed Event.
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Section 10. Default. In the event of a failure of the Agency to comply with any provision of this
Disclosure Certificate any Participating Underwriter or any holder or beneficial owner of the 2005 Bonds
may take such actions as may be necessary and appropriate, including seeking mandate or specific
performance by court order, to cause the District to comply with its obligations under this Disclosure
Certificate. A default under this Disclosure Certificate shall not be deemed a default under the Fiscal
Agent Agreement, and the sole remedy under this Disclosure Certificate in the event of any failure of the
Agency to comply with this Disclosure Certificate shall be an action to compel performance.

Section 11. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and, if the
Dissemination Agent is other than the Agency, the Agency agrees to indemnify and save the
Dissemination Agent, its officers, directors, employees and agents, harmless against any loss, expense and
liabilities which it may incur arising out of or in the exercise or performance of its powers and duties
hereunder, including the costs and expenses (including attorneys fees) of defending against any claim of
liability, but excluding liabilities due to the Dissemination Agent’s negligence or willful misconduct. The
Dissemination Agent shall be paid compensation by the District for its services provided hereunder and
all expenses, legal fees and advances made or incurred by the Dissemination Agent in the performance of
its duties hereunder. The Dissemination Agent, if the Dissemination Agent is other than the Agency, shall
have no duty or obligation to review any information provided to it by the Agency and shall not be
deemed to be acting in any fiduciary capacity for the Agency, the Bondholders or any other party. The
obligations of the Agency under this Section shall survive resignation or removal of the Dissemination
Agent and payment of the 2005 Bonds.

Section 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the
Agency, the Fiscal Agent, the Dissemination Agent, the Participating Underwriter and the owner and
beneficial owners from time to time of the 2005 Bonds, and shall create no rights in any other person or
entity.

Dated: , 2005

REDEVELOPMENT AGENCY OF THE CITY
AND COUNTY OF SAN FRANCISCO

By:
Its:
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EXHIBIT A

NOTICE TO MUNICIPAL SECURITIES RULEMAKING BOARD
OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: Redevelopment Agency of the City and County of San Francisco

Name of Bond Issue: Redevelopment Agency of the City and County of San Francisco Community
Facilities District No. 6 (Mission Bay South Public Improvements) Special
Tax Bonds, Series 2005A Parity-South (Current Interest Bonds)

Redevelopment Agency of the City and County of San Francisco Community
Facilities District No. 6 (Mission Bay South Public Improvements) Special
Tax Bonds, Series 2005B Parity-South (Capital Appreciation Bonds)

Date of Issuance: , 2005

NOTICE IS HEREBY GIVEN that the Redevelopment Agency of the City and County of San
Francisco (the “Agency”) has not provided an Annual Report with respect to the above-named 2005
Bonds as required by Section 3 of the Continuing Disclosure Certificate-Issuer dated , 2005
executed by the Agency for the benefit of the owners and beneficial owners of the above-referenced
bonds. The Agency anticipates that the Annual Report will be filed by

Dated:

REDEVELOPMENT AGENCY OF THE CITY
AND COUNTY OF SAN FRANCISCO

By:
Its:

cc: Wells Fargo Bank, National Association, as Fiscal Agent
707 Wilshire Boulevard, 17" Floor

MAC E2818-176

Los Angeles, California 90017
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CONTINUING DISCLOSURE CERTIFICATE - LANDOWNER

This Continuing Disclosure Certificate-Landowner (the “Disclosure Certificate™) is executed and
delivered by (the “Owner”) in connection with the issuance of
$15,160,000 Redevelopment Agency of the City and County of San Francisco Community Facilities
District No. 6 (Mission Bay South Public Improvements) Special Tax Bonds, Series 2005A Parity-South
(Current Interest Bonds) and $5,708,938.75 Redevelopment Agency of the City and County of San
Francisco Community Facilities District No. 6 (Mission Bay South Public Improvements) Special Tax
Bonds, Series 2005B Parity-South (Capital Appreciation Bonds) (the “2005 Bonds™). The 2005 Bonds
are being issued pursuant to a Fiscal Agent Agreement, dated as of June 1, 1991 (the “Fiscal Agent
Agreement”), between the Redevelopment Agency of the City and County of San Francisco (the
“Agency”) and Wells Fargo Bank, National Association, as fiscal agent (the “Fiscal Agent”), as
supplemented. The Owner covenants and agrees as follows:

Section 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed
and delivered by the Owner for the benefit of the owners and beneficial owners of the Bonds and in order
to assist the Participating Underwriter in complying with S.E.C. Rule 15¢2-12(b)(5).

Section 2. Definitions. In addition to the definitions set forth in the Fiscal Agent Agreement,
which apply to any capitalized term used in this Disclosure Certificate unless otherwise defined in this
Section, the following capitalized terms shall have the following meanings:

“Affiliate” of another Person means (a) a Person directly or indirectly owning, controlling, or
holding with power to vote, 5% or more of the outstanding voting securities of such other Person, (b) any
Person 5% or more of whose outstanding voting securities are directly or indirectly owned, controlled, or
held with power to vote, by such other Person, (c) any Person directly or indirectly controlling such other
Person, and (d) with respect to any general partner of a partnership or member of a limited liability
company for purposes herecof, control means the power to exercise a controlling influence over the
management or policies of a Person, unless such power is solely the result of an official position with
such Person.

“Agency” means the Redevelopment Agency of the City and County of San Francisco.

“Annual Report” shall mean any Annual Report provided by the Owner pursuant to, and as
described in, Sections 3(a) and 4(a) of this Disclosure Certificate.

“Assumption Agreement” means an agreement between a landowner in the District, or an Affiliate
thereof, and the Dissemination Agent containing terms substantially similar to this Disclosure Certificate,
whereby such landowner or Affiliate agrees to provide annual reports and notices of significant events to
the Dissemination Agent of the character described in Sections 3 and 4 hereof, with respect to the portion
of the Property owned by such landowner and its Affiliates and which contains an assumption provision
of the character set forth in Section 6 hereof to be applicable to sales of Property by such landowner.

“Central Post Office” means the Disclosure USA website maintained by the Municipal Advisory
Council of Texas or any successor thereto, or any other organization or method approved by the staff or
members of the Securities and Exchange Commission as an intermediary through which issuers may, in
compliance with the Rule, make filings required by this Disclosure Certificate.

“Disclosure Representative” means Chief Financial Officer of the Owner, or his designee, or such

other officer, employee or agent as the Owner shall designate in writing to the Dissemination Agent and
the Agency from time to time.
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“Dissemination Agent” shall mean the Agency, or any successor Dissemination Agent designated
in writing by the Agency and which has filed with the Owner, the Agency and the Fiscal Agent a written
acceptance of such designation.

“Event of Bankruptcy” means, with respect to a Person, that such Person files a petition or
institutes a proceeding under any act or acts, state or federal, dealing with or relating to the subject or
subjects of bankruptcy or insolvency, or under any amendment of such act or acts, either as a bankrupt or
as an insolvent, or as a debtor, or in any similar capacity, wherein or whereby such Person asks or seeks
or prays to be adjudicated a bankrupt, or is to be discharged from any or all of such Person’s debts or
obligations, or offers to such Person’s creditors to effect a composition or extension of time to pay such
Person’s debts or asks, seeks or prays for reorganization or to effect a plan of reorganization, or for a
readjustment of such Person’s debts, or for any other similar relief, or if any such petition or any such
proceedings of the same or similar kind or character is filed or instituted or taken against such Person, or
if a receiver of the business or of the property or assets of such Person is appointed by any court, or if
such Person makes a general assignment for the benefit of such Person’s creditors.

“Fiscal Year” shall mean the Owner’s fiscal year for its financial accounting purposes.
“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure Certificate.

“National Repository” shall mean any Nationally Recognized Municipal Securities Information
Repository for purposes of the Rule.

“Participating Underwriter” shall mean, collectively, Stone & Youngberg LLC and Backstrom
McCarley Berry & Co., LLC, the original underwriters of the Bonds required to comply with the Rule in
connection with offering of the Bonds.

“Person” means an individual, a corporation, a partnership, a limited liability company, an
association, a joint stock company, a trust, any unincorporated organization or a government or political

subdivision thereof.

“Property” means the real property within the boundaries of the District on which Special Taxes
are authorized to be levied by the District.

“Property Owner” means any Person that owns a fee interest in any Property.
“Repository” shall mean each National Repository and each State Repository.

“Rule” shall mean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission
under the Securities Exchange Act of 1934, as the same may be amended from time to time.

“Semiannual Report” shall mean any Semiannual Report provided by the Owner pursuant to, and
as described in, Sections 3(b) and 4(b) of this Disclosure Certificate.

“State Repository” shall mean any public or private repository or entity designated by the State of

California as a state repository for the purpose of the Rule and recognized as such by the Securities and
Exchange Commission. As of the date of this Disclosure Certificate, there is no State Repository.
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Section 3. (a) Provision of Annual Reports.

(i) Until this Disclosure Certificate terminates in accordance with Section 7 below, the
Owner shall, or upon written request shall cause the Dissemination Agent to, not later than 120
days after the end of the Fiscal Year, commencing with the report for the 2005 Fiscal Year,
provide to each Repository an Annual Report which is consistent with the requirements of
Section 4(a) of this Disclosure Certificate, with a copy to the Agency, the Participating
Underwriter and the Fiscal Agent. Not later than fifteen (15) business days prior to said date, the
Owner shall provide the Annual Report to the Dissemination Agent. The Owner shall provide a
written certification with each Annual Report furnished to the Dissemination Agent, the Agency,
the Participating Underwriter and the Fiscal Agent to the effect that such Annual Report
constitutes the Annual Report required to be furnished by the Owner hereunder. The
Dissemination Agent, the Agency and the Fiscal Agent may conclusively rely upon such
certification of the Owner, and shall have no duty or obligation to review such Annual Report.
The Annual Report may be submitted as a single document or as separate documents comprising
a package, and may include by reference other information as provided in Section 4(a) of this
Disclosure Certificate. If the Owner’s fiscal year changes, it shall give notice of such change in
the same manner as for a Listed Event under Section 5(c).

(i) If the Owner is unable to provide to the Repositories an Annual Report by the date
required in subsection (a), the Owner shall send a notice to the Municipal Securities Rulemaking
Board in substantially the form attached as Exhibit A.

(ii1)) The Dissemination Agent shall:

(A) determine each year prior to the date for providing the Annual Report the
name and address of each National Repository and each State Repository, if any; and

(B) to the extent the Annual Report has been provided to the Dissemination
Agent, file such Annual Report with the Repositories and file a report with the Owner,
the Agency and the Fiscal Agent (if the Dissemination Agent is other than the Fiscal
Agent) certifying that the Annual Report has been provided pursuant to this Disclosure
Certificate, stating the date it was provided and listing all the Repositories to which it was
provided.

(b) Notwithstanding any other provision of this Disclosure Certificate, the Agency and the
Dissemination Agent reserve the right to make any of the aforementioned filings through the Central Post
Office.

(c) Provision of Semiannual Reports.

(1) Until the earlier of (A) such time as eighty percent (80%) of the buildable area in the
District that is owned by the Owner and/or any Affiliate thereof has been improved with
structures or other permanent site improvements, or (B) this Disclosure Certificate terminates
pursuant to Section 7 hereof, the Owner shall, or upon written request shall cause the
Dissemination Agent to, not later than sixty (60) days after the six month anniversary of the start
of the Fiscal Year, commencing with the report for the middle of the Fiscal Year which ends in
2005, provide to each Repository a Semiannual Report which is consistent with the requirements
of Section 4(b) of this Disclosure Certificate, with a copy to the Agency, the Fiscal Agent and the
Participating Underwriter. Not later than fifteen (15) days prior to said date, the Owner shall
provide the Semiannual Report to the Dissemination Agent. The Owner shall provide a written
certification with each Semiannual Report furnished to the Dissemination Agent, the Fiscal Agent
and the Agency to the effect that such Semiannual Report constitutes the Semiannual Report
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required to be furnished by the Owner hereunder. The Dissemination Agent, the Fiscal Agent and
the Agency may conclusively rely upon such certification of the Owner, and shall have no duty or
obligation to review such Semiannual Report. The Semiannual Report may be submitted as a
single document or as separate documents comprising a package, and may include by reference
other information as provided in Section 4(b) of this Disclosure Certificate.

Section 4. (a) Content of Annual Reports. The Owner’s Annual Report shall contain or
incorporate by reference the following:

(1) A description of any material changes to the plan of development of the public and
private improvements being constructed by the Owner or any Affiliate thereof on property
located within the District (the “Improvements”) from that shown in the Official Statement for the
Bonds.

(i) A description of any sales or leasing by the Owner or any Affiliate thereof of
material portions of the Property during the Fiscal Year covered by such Annual Report,
including the identification of each material lessee or purchaser, and the square footage leased or
the number of acres sold, as applicable.

(iii)) A description of how many acres of Property were owned by the Owner or any
Affiliate thereof as of the end of the Fiscal Year covered by such Annual Report.

(iv) Any delinquency in the payment of Special Taxes by the Owner or any Affiliate
thereof during the Fiscal Year to which the Annual Report pertains, and a statement as to whether
or not any such delinquency has been cured.

(v) Any pending litigation which would adversely affect the ability of the Owner or any
Affiliate thereof to develop Property owned by the Owner or any Affiliate thereof or to pay
Special Taxes levied on such Property, or any legislative, or administrative challenges to the
construction of the Improvements as known to the Owner.

(vi) Any material change in the structure or ownership of the Owner.

(vii) A description of the status of completion of the Improvements, and of the status of
building permits and certificates of occupancy or completion, as applicable, issued for the
Improvements.

(viii) Material amendments to land use entitlements for the Improvements.
(ix) The assumption of any obligations by a landowner pursuant to Section 6.

In addition to any of the information expressly required to be provided as described above, the
Owner shall provide such further information, if any, as may be necessary to make the specifically
required statements, in the light of the circumstances under which they are made, not misleading.

Any or all of the items listed above may be included by specific reference to other documents,
including official statements of debt issues of the Owner or related public entities, which have been
submitted to each of the Repositories or the Securities and Exchange Commission. If the document
included by reference is a final official statement, it must be available from the Municipal Securities
Rulemaking Board. The Owner shall clearly identify each such other document so included by reference.
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(b) Content of Semiannual Reports. The Owner’s Semiannual Reports shall contain or
incorporate by reference the following information, as of the end of the immediately preceding six month
period, for each County Assessor’s parcel in the District that is owned by the Owner or any Affiliate
thereof and is subject to the levy of the Special Taxes: (i) whether or not a building permit has been issued
for such parcel, (ii) whether or not construction has commenced with respect to Improvements on such
parcel, and, if so, the approximate stage of completion, and (iii) whether or not any such construction on
such parcel has been completed and, if so, the date on which a certificate of occupancy or notice of
completion was issued by the applicable governmental agency.

Section 5. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 5, the Owner shall give, or cause to be
given, notice of the occurrence of any of the following events, if material:

(1) failure by the Owner or any Affiliate thereof to pay any real property
taxes (including any Special Taxes) levied within the District,

(i1) material damage to or destruction of any of the Improvements,

(i)  default by the Owner or any Affiliate thereof on any loan with respect to
the construction of the Improvements, and

(iv) The occurrence of an Event of Bankruptcy with respect to the Owner or
any Affiliate thereof.

(b) Whenever the Owner obtains knowledge of the occurrence of a Listed Event, the
Owner shall as soon as possible determine if such event would be material under applicable
Federal securities law.

(c) If the Owner determines that knowledge of the occurrence of a Listed Event would be
material under applicable Federal securities law, the Owner shall promptly file or caused to be
filed a notice of such occurrence with the Municipal Securities Rulemaking Board, the Central
Post Office and each State Repository, with a copy to the Agency, the Participating Underwriter
and the Fiscal Agent.

Section 6. Assumption of Obligations. If a portion of the Property owned by the Owner, or any
Affiliate of the Owner, is to be conveyed to a Person that, upon such conveyance, will, together with any
Affiliates of such Person, own land in the District that is subject to over twenty (20%) of the Special
Taxes levied in the District in the most recent Fiscal Year, the Owner shall include a provision in the
conveyance agreement for a Person to agree to execute an Assumption Agreement following the closing
of escrow for the conveyance. At the option of the Owner, the determination of the land area so owned
may be based upon the last equalized roll of the County, or any other information indicating land
ownership believed by the Owner to be reliable, such as a certificate of the proposed landowner as to the
land owned by it in the District.

The Owner shall enter into an Assumption Agreement with any landowner described in the
preceding paragraph, which Assumption Agreement shall be in form and substance satisfactory to the
Agency, or the landowner shall otherwise enter into an agreement with Dissemination Agent in form
substantially identical to this Disclosure Certificate (except for the identity of the “Owner” therein). From
and after the date on which an Assumption Agreement (or replacement agreement in form equivalent to
this Disclosure Certificate) is executed with respect to Property, the Owner shall no longer be required to
take such Property into account in connection with any Annual Report or Semiannual Report required
under Sections 3 and 4 hereof; provided however that if, following a conveyance by the Owner of the
character described in the first sentence of this Section 6, an Assumption Agreement (or replacement
agreement in form equivalent to this Disclosure Certificate) is not executed (other than by reason of the
willful misconduct of the Dissemination Agent), the Owner shall continue to include such Property in its
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Annual Reports or Semiannual Reports and, for purposes of Section 3, the term “Owner” shall include, in
addition to Owner, the Person to whom the Property has been conveyed.

Section 7. Termination of Reporting Obligation. The Owner’s obligations under this Disclosure
Certificate shall terminate upon the earliest to occur of: (a) the legal defeasance, prior redemption or
payment in full of all the Bonds, (b) the date on which the Owner and all Affiliates of the Owner own, in
the aggregate, land in the District that is subject to less than twenty percent (20%) of the Special Taxes
levied in the District (subject, however, to the last paragraph of Section 6 above), (c) the date on which all
Special Taxes on the Property owned by the Owner and its Affiliates are paid or prepaid in full (as
evidenced by the recording of a Notice of Cancellation of Special Tax Lien by the District with respect to
such property), and (d) the date on which the Owner delivers to the Agency and the Dissemination Agent
an opinion of bond counsel acceptable to the Agency to the effect that the continuing disclosure provided
for in this continuing Disclosure Certificate is no longer required under the Rule to allow the Participating
Underwriter to deal in the Bonds. If such termination occurs prior to the final maturity of the Bonds, the
Owner shall give notice of such termination in the same manner as for a Listed Event under Section 5(c).

Section 8. Dissemination Agent. The Agency may, from time to time, appoint or engage a
Dissemination Agent to act as such under this Disclosure Certificate, and may discharge any such
Dissemination Agent, with or without appointing a successor Dissemination Agent. The initial
Dissemination Agent shall be the Agency.

The Dissemination Agent may at any time resign by providing thirty days written notice to the
Agency, the Owner and the Fiscal Agent, such resignation to become effective upon acceptance of
appointment by a successor Dissemination Agent. Upon receiving notice of such resignation, the Agency
shall promptly appoint a successor Dissemination Agent by an instrument in writing, delivered to the
Fiscal Agent and the Owner. If no appointment of a successor Dissemination Agent shall be made
pursuant to the foregoing provisions of this Section within forty-five (45) days after the Dissemination
Agent shall have given to the Agency, the Owner and the Fiscal Agent written notice of its resignation,
the Dissemination Agent may apply to any court of competent jurisdiction to appoint a successor
Dissemination Agent. Said court may thereupon after such notice, if any, as such court may deem proper,
appoint a successor Dissemination Agent. The Agency shall provide the Owner and the Fiscal Agent
with written notice of the identity of any successor Dissemination Agent appointed or engaged by the
Agency.

Section 9. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the Owner may amend this Disclosure Certificate, and any provision of this Disclosure
Certificate may be waived, provided that the following conditions are satisfied:

(a) if the amendment or waiver relates to the provisions of Sections 3, 4 or 5(a), it may
only be made in connection with a change in circumstances that arises from a change in legal
requirements, change in law, or change in the identity, nature, or status of an obligated person
with respect to the Bonds, or type of business conducted;

(b) the undertakings herein, as proposed to be amended or waived, would, in the opinion
of nationally recognized bond counsel, have complied with the requirements of the Rule at the
time of the primary offering of the Bonds, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances;

(c) the proposed amendment or waiver either (i) is approved by owners of the Bonds in
the manner provided in the Fiscal Agent Agreement for amendments to the Fiscal Agent
Agreement with the consent of owners, or (ii) does not, in the opinion of nationally recognized
bond counsel, materially impair the interests of the owners or beneficial owners of the Bonds; and
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(d) no amendment increasing or affecting the obligations or duties of the Agency, the
Dissemination Agent or the Fiscal Agent shall be made without the consent of such party.

If the annual financial information or operating data to be provided in the Annual Report is
amended pursuant to the provisions hereof, the first annual financial information filed pursuant hereto
containing the amended operating data or financial information shall explain, in narrative form, the
reasons for the amendment and the impact of the change in the type of operating data or financial
information being provided.

If an amendment is made to the undertaking specifying the accounting principles to be followed
in preparing financial statements, the annual financial information for the year in which the change is
made shall present a comparison between the financial statements or information prepared on the basis of
the new accounting principles and those prepared on the basis of the former accounting principles. The
comparison shall include a qualitative discussion of the differences in the accounting principles and the
impact of the change in the accounting principles on the presentation of the financial information, in order
to provide information to investors to enable them to evaluate the ability of the Owner to meet its
obligations. To the extent reasonably feasible, the comparison shall be quantitative. A notice of the
change in the accounting principles shall be sent to the Repositories in the same manner as for a Listed
Event under Section 5(c).

Section 10. Additional Information. Nothing in this Disclosure Certificate shall be deemed to
prevent the Owner from disseminating any other information, using the means of dissemination set forth
in this Disclosure Certificate or any other means of communication, or including any other information in
any Annual Report, Semiannual Report or notice of occurrence of a Listed Event, in addition to that
which is required by this Disclosure Certificate. If the Owner chooses to include any information in any
Annual Report or notice of occurrence of a Listed Event in addition to that which is specifically required
by this Disclosure Certificate, the Owner shall have no obligation under this Disclosure Certificate to
update such information or include it in any future Annual Report or notice of occurrence of a Listed
Event.

Section 11. Default. In the event of a failure of the Owner to comply with any provision of this
Disclosure Certificate any Participating Underwriter or any owner or beneficial owner of the Bonds may
take such actions as may be necessary and appropriate, including seeking mandate or specific
performance by court order, to cause the Owner to comply with its obligations under this Disclosure
Certificate. A default under this Disclosure Certificate shall not be deemed a default under the Fiscal
Agent Agreement, and the sole remedy under this Disclosure Certificate in the event of any failure of the
Owner to comply with this Disclosure Certificate shall be an action to compel performance.

Section 12. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and the Owner
agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and agents,
harmless against any loss, expense and liabilities which it may incur arising out of or in the exercise or
performance of its powers and duties hereunder, including the costs and expenses (including attorneys
fees) of defending against any claim of liability, but excluding liabilities due to the Dissemination Agent’s
negligence or willful misconduct. The Dissemination Agent shall be paid compensation by the District
for its services provided hereunder and all expenses, legal fees and advances made or incurred by the
Dissemination Agent in the performance of its duties hereunder, promptly following receipt by the
Agency of a written invoice therefor. The Dissemination Agent shall have no duty or obligation to review
any information provided to it by the Owner and shall not be deemed to be acting in any fiduciary
capacity for the Owner, the Bondholders, or any other party. The obligations of the Owner under this
Section shall survive resignation or removal of the Dissemination Agent and payment of the Bonds.
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Section 13. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the
Agency, the Owner, the Fiscal Agent, the Dissemination Agent, the Participating Underwriter and the
owners and beneficial owners from time to time of the Bonds, and shall create no rights in any other
person or entity.

Dated: , 2005
[OWNER]

Its:

The Redevelopment Agency of the City and
County of San Francisco agrees to act as
Dissemination Agent pursuant to the foregoing
Continuing Disclosure Certificate-Landowner

By:

Executive Director
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EXHIBIT A

NOTICE TO MUNICIPAL SECURITIES RULEMAKING BOARD OF
FAILURE TO FILE ANNUAL REPORT

Name of Issuer: Redevelopment Agency of the City and County of San Francisco

Name of Bond Issue: Redevelopment Agency of the City and County of San Francisco
Community Facilities District No. 6 (Mission Bay South Public
Improvements) Special Tax Bonds, Series 2005A Parity-South (Current
Interest Bonds)

Redevelopment Agency of the City and County of San Francisco Community
Facilities District No. 6 (Mission Bay South Public Improvements) Special
Tax Bonds, Series 2005B Parity-South (Capital Appreciation Bonds)

Date of Issuance: , 2005

NOTICE IS HEREBY GIVEN that [Owner] (the “Owner”) has not provided an Annual Report
with respect to the above-named Bonds as required by Section 3 of the Continuing Disclosure Certificate-
Landowner dated , 2005 executed by the Owner for the benefit of the owners and beneficial
owners of the above-referenced bonds. The Owner anticipates that the Annual Report will be filed by

Dated: , 2005

[OWNER]

Its:

cc: Redevelopment Agency of the City and County of San Francisco
770 Golden Gate Avenue, 3rd Floor
San Francisco, California 94102
Attention: Deputy Executive Director, Finance and Administration

Wells Fargo Bank, National Association, as Fiscal Agent
707 Wilshire Boulevard, 17" Floor

MAC E2818-176

Los Angeles, California 90017
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APPENDIX E
FORM OF OPINION OF BOND COUNSEL

Upon the issuance and delivery of the 2005 Bonds, Quint & Thimmig LLP, San Francisco,
California, Bond Counsel proposes to issue its approving opinion in substantially the following form:

July , 2005

Redevelopment Agency of the

City and County of San Francisco
770 Golden Gate Avenue, 3™ Floor
San Francisco, California 94102

OPINION: $15,160,000 Redevelopment Agency of the City and County of San Francisco
Community Facilities District No. 6 (Mission Bay South Public Improvements)
Special Tax Bonds, Series 2005A Parity-South (Current Interest Bonds)

$5,708,938.75 Redevelopment Agency of the City and County of San Francisco
Community Facilities District No. 6 (Mission Bay South Public Improvements)
Special Tax Bonds, Series 2005B Parity-South (Capital Appreciation Bonds)

Members of the Commission:

We have acted as bond counsel in connection with the issuance by the Redevelopment Agency of
the City and County of San Francisco (the “Agency”) of its Redevelopment Agency of the City and
County of San Francisco Community Facilities District No. 6 (Mission Bay South Public Improvements)
Special Tax Bonds, Series 2005A Parity-South (Current Interest Bonds), in the principal amount of
$15,160,000 and its Redevelopment Agency of the City and County of San Francisco Community
Facilities District No. 6 (Mission Bay South Public Improvements) Special Tax Bonds, Series 2005B
Parity-South (Capital Appreciation Bonds) in the initial amount of $5,708,938.75 (collectively, the
“Bonds”) pursuant to the Mello-Roos Community Facilities Act of 1982, as amended (Section 53311 et
seq. of the California Government Code) (the “Act”), a Fiscal Agent Agreement, dated as of June 1, 2001
(the “Original Fiscal Agent Agreement”), by and between the Agency, for and on behalf of
Redevelopment Agency of the City and County of San Francisco Community Facilities District No. 6
(Mission Bay South Public Improvements) (the “District”), and Wells Fargo Bank, National Association,
as fiscal agent (the “Fiscal Agent”), as amended and supplemented by a Supplemental Agreement No. 1
to Fiscal Agent Agreement, dated as of October 1, 2002 (the “First Supplement”), between the Agency,
for and on behalf of the District, and the Fiscal Agent and a Supplemental Agreement No. 2 to Fiscal
Agent Agreement, dated as of July 1, 2005 (the “Second Supplement”), between the Agency, for and on
behalf of the District, and the Fiscal Agent (the Original Fiscal Agent Agreement, as amended and
supplemented by the First Supplement and by the Second Supplement is herein referred to as the “Fiscal
Agent Agreement”), and a Resolution adopted by the Agency on June 21, 2005 (the “Resolution”). We
have examined the law and such certified proceedings and other documents as we deem necessary to
render this opinion.

As to questions of fact material to our opinion, we have relied upon representations of the Agency
contained in the Resolution and in the certified proceedings and certifications of public officials and

others furnished to us, without undertaking to verify the same by independent investigation.
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Based upon the foregoing, we are of the opinion as of the date hereof, under existing law, that:

1. The Agency is a public body, corporate and politic, duly organized and existing under the laws
of the State of California with the power to adopt the Resolution, enter into the Second Supplement and
perform the agreements on its part contained therein and issue the Bonds.

2. The Fiscal Agent Agreement has been duly entered into by the Agency and constitutes a valid
and binding obligation of the Agency enforceable upon the Agency.

3. Pursuant to the Act, the Fiscal Agent Agreement creates a valid lien on the funds pledged by
the Fiscal Agent Agreement for the security of the Bonds, on a parity with the Series 2001-South Bonds,
the Series 2002-South Bonds and any additional Parity Bonds issued under, and as such terms are defined
in, the Fiscal Agent Agreement.

4. The Bonds have been duly authorized, executed and delivered by the Agency and are valid
and binding limited obligations of the Agency, payable solely from the sources provided therefor in the
Fiscal Agent Agreement.

5. Subject to the Agency’s compliance with certain covenants, interest on the Bonds is
excludable from gross income of the owners thereof for federal income tax purposes under section 103 of
the Internal Revenue Code of 1986, as amended (the “Code”) and, under section 55 of the Code, is not
included as an item of tax preference in computing the federal alternative minimum tax for individuals
and corporations under the Code but is taken into account in computing an adjustment used in
determining the federal alternative minimum tax for certain corporations. Failure by the Agency to
comply with one or more of such covenants could cause interest on the Bonds to not be excludable from
gross income under section 103 of the Code for federal income tax purposes retroactively to the date of
issuance of the Bonds.

6. The interest on the Bonds is exempt from personal income taxation imposed by the State of
California.

Ownership of the Bonds may result in other tax consequences to certain taxpayers, and we
express no opinion regarding any such collateral consequences arising with respect to the Bonds.

The rights of the owners of the Bonds and the enforceability of the Bonds, the Resolution and the
Fiscal Agent Agreement may be subject to the bankruptcy, insolvency, reorganization, moratorium and
other similar laws affecting creditors’ rights heretofore or hereafter enacted and also may be subject to the
exercise of judicial discretion in accordance with general principles of equity.

In rendering this opinion, we have relied upon certifications of the Agency and others with
respect to certain material facts. Our opinion represents our legal judgment based upon such review of
the law and the facts that we deem relevant to render our opinion and is not a guarantee of a result. This
opinion is given as of the date hereof and we assume no obligation to revise or supplement this opinion to
reflect any facts or circumstances that may hereafter come to our attention or any changes in law that may
hereafter occur.

Respectfully submitted,

E-2



APPENDIX F
DTC AND THE BOOK-ENTRY SYSTEM

The information in this Appendix F concerning The Depository Trust Company (“DTC”), New
York, New York, and DTC’s book-entry system has been obtained from DTC, and the Agency takes no
responsibility for the completeness or accuracy thereof. The Agency cannot and does not give any
assurances that DTC, DTC Participants or DTC Indirect Participants will distribute to the Beneficial
Owners (a) payments of interest, principal or premium, if any, with respect to the 2005 Bonds,
(b) certificates representing ownership interest in or other confirmation or ownership interest in the 2005
Bonds, or (c) redemption or other notices sent to DTC or Cede & Co., its nominee, as the registered
Owner of the 2005 Bonds, or that they will so do on a timely basis, or that DTC, DTC Participants or
DTC Indirect Participants will act in the manner described in this Appendix. The current “Rules”
applicable to DTC are on file with the Securities and Exchange Commission and the current
“Procedures” of DTC to be followed in dealing with DTC Participants are on file with DTC.

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the
2005 Bonds. The 2005 Bonds will be issued as fully-registered securities registered in the name of Cede
& Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized
representative of DTC. One fully-registered security certificate will be issued for each maturity of the
2005 Bonds, each in the aggregate principal amount of such maturity, and will be deposited with DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a
member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York
Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A
of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 2 million issues
of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments
from over 85 countries that DTC’s participants (“Direct Participants”) deposit with DTC. DTC also
facilitates the post-trade settlement among Direct Participants of sales and other securities transactions in
deposited securities, through electronic computerized book-entry transfers and pledges between Direct
Participants’ accounts. This eliminates the need for physical movement of securities certificates. Direct
Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies,
clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The
Depository Trust & Clearing Corporation (“DTCC”). DTCC, in turn, is owned by a number of Direct
Participants of DTC and Members of the National Securities Clearing Corporation, Government
Securities Clearing Corporation, MBS Clearing Corporation, and Emerging Markets Clearing
Corporation, (respectively, “NSCC,” “GSCC,” “MBSCC,” and “EMCC,” also subsidiaries of DTCC), as
well as by the New York Stock Exchange, Inc., the American Stock Exchange LLC, and the National
Association of Securities Dealers, Inc. Access to the DTC system is also available to others such as both
U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that
clear through or maintain a custodial relationship with a Direct Participant, either directly or indirectly
(“Indirect Participants”). DTC has Standard & Poor’s highest rating: AAA. The DTC Rules applicable to
its Participants are on file with the Securities and Exchange Commission. More information about DTC
can be found at www.dtcc.com.

Purchases of the 2005 Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the 2005 Bonds on DTC’s records. The ownership interest of
each actual purchaser of each 2005 Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and
Indirect Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their
purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
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2005 Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants
acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their
ownership interests in the 2005 Bonds, except in the event that use of the book-entry system for the 2005
Bonds is discontinued.

To facilitate subsequent transfers, all 2005 Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be
requested by an authorized representative of DTC. The deposit of the 2005 Bonds with DTC and their
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial
ownership. DTC has no knowledge of the actual Beneficial Owners of the 2005 Bonds; DTC’s records
reflect only the identity of the Direct Participants to whose accounts such 2005 Bonds are credited, which
may or may not be the Beneficial Owners. The Direct and Indirect Participants will remain responsible
for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of the 2005 Bonds may wish to
take certain steps to augment the transmission to them of notices of significant events with respect to the
2005 Bonds, such as redemptions, tenders, defaults, and proposed amendments to the Indenture and the
Loan Agreement. For example, Beneficial Owners of the 2005 Bonds may wish to ascertain that the
nominee holding the 2005 Bonds for their benefit has agreed to obtain and transmit notices to Beneficial
Owners. In the alternative, Beneficial Owners may wish to provide their names and addresses to the
registrar and request that copies of notices be provided directly to them.

Redemption notices shall be sent to DTC. The conveyance of notices and other communications
by DTC to DTC Participants, by DTC Participants to Indirect Participants and by DTC Participants and
Indirect Participants to Beneficial Owners will be governed by arrangements among them, subject to any
statutory or regulatory requirements as may be in effect from time to time. Any failure of DTC to advise
any DTC Participant, or of any DTC Participant or Indirect Participant to notify a Beneficial Owner, of
any such notice and its content or effect will not affect the validity of the redemption of the 2005 Bonds
called for redemption or of any other action premised on such notice. Redemption of portions of the 2005
Bonds by the Agency will reduce the outstanding principal amount of 2005 Bonds held by DTC. In such
event, DTC will implement, through its book-entry system, a redemption by lot of interests in the 2005
Bonds held for the account of DTC Participants in accordance with its own rules or other agreements with
DTC Participants and then DTC Participants and Indirect Participants will implement a redemption of the
2005 Bonds for the Beneficial Owners. Any such selection of 2005 Bonds to be redeemed will not be
governed by the Indenture and will not be conducted by the Agency or the Trustee.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
the 2005 Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures. Under its
usual procedures, DTC mails an Omnibus Proxy to the issuer as soon as possible after the record date.
The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to
whose accounts the 2005 Bonds are credited on the record date (identified in a listing attached to the
Omnibus Proxy).

Payments of principal of, premium, if any, and interest evidenced by the 2005 Bonds will be
made to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC.
DTC'’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding
detail information from the Agency or the Trustee, on payable date in accordance with their respective
holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be governed by
standing instructions and customary practices, as is the case with securities held for the accounts of
customers in bearer form or registered in “street name,” and will be the responsibility of such Participant
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and not of DTC (nor its nominee), the Trustee, or the Agency, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of principal of, premium, if any, and
interest evidenced by the 2005 Bonds to Cede & Co. (or such other nominee as may be requested by an
authorized representative of DTC) is the responsibility of the Agency or the Trustee, disbursement of such
payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments to
the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

NEITHER THE AGENCY NOR THE TRUSTEE WILL HAVE ANY RESPONSIBILITY OR
OBLIGATION TO DTC PARTICIPANTS, INDIRECT PARTICIPANTS OR BENEFICIAL OWNERS
WITH RESPECT TO THE PAYMENTS OR THE PROVIDING OF NOTICE TO DTC
PARTICIPANTS, INDIRECT PARTICIPANTS OR BENEFICIAL OWNERS OR THE SELECTION
OF 2005 BONDS FOR REDEMPTION.

Neither the Agency nor the Trustee can give any assurances that DTC, DTC Participants, Indirect
Participants or others will distribute payments of principal of, premium, if any, and interest on the 2005
Bonds paid to DTC or its nominee, as the registered Owner, or any redemption or other notice, to the
Beneficial Owners or that they will do so on a timely basis or that DTC will serve and act in a manner
described in this Official Statement.

DTC may discontinue providing its services as depository with respect to the 2005 Bonds at any
time by giving reasonable notice to the Agency or the Trustee. Under such circumstances, in the event
that a successor depository is not obtained, 2005 Bond certificates are required to be printed and
delivered.

The Agency may decide to discontinue use of the system of book-entry transfers through DTC (or
a successor securities depository). In that event, 2005 Bond certificates will be printed and delivered.

In the event that the book-entry system is discontinued as described above, the requirements of
the Indenture will apply. The foregoing information concerning DTC concerning and DTC’s book-entry
system has been provided by DTC, and neither the Agency nor the Trustee take any responsibility for the
accuracy thereof.

The Agency and the Trustee cannot and do not give any assurances that DTC, the Participants or
others will distribute payments of principal, interest or premium, if any, evidenced by the 2005 Bonds
paid to DTC or its nominee as the registered Owner, or will distribute any redemption notices or other
notices, to the Beneficial Owners, or that they will do so on a timely basis or will serve and act in the
manner described in this Official Statement. Neither the Agency nor the Trustee are responsible or liable
for the failure of DTC or any Participant to make any payment or give any notice to a Beneficial Owner
with respect to the 2005 Bonds or an error or delay relating thereto.
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APPENDIX G
TABLE OF ACCRETED VALUES
The Accreted Value (which includes the initial principal Denominational Amount and accreted

interest thereon) per each $5,000 Maturity Amount, as of each February 1 and August 1, is set forth in the
following table of Accreted Values.
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