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Table S-1
Project Area Land Use and Development Program by Development Area

Maximum Residential Scenario __Maximum Commercial Scenario®
Existing Proposed Proposed Proposed Proposed Proposed Proposed
Development Size Use Residential Commercial  Private Open  Residential Commercial Private Open
Area Owner (acres) (s (units) (sh) Space® (sf) (units) (s Space® (sf)
One BUILD West Oakland, LLC 2.89 0 82 0 8,200 82 0 8,200
Two  PCL Associates LLC 3.67 220,779 189 0 18,900 0 220,779 0
commercial
Three BUILD West Oakland, LLC 5.59 0 200 0 20,000 200 0 20,000
Four*® HFH Central Station Village, 6.33 - 25,756 450 7,000 33,750 - 417 40,000 31,275
LLC comunercial
Five BUILD West Oakland, L1C 0.52 15,427 0 14,847 0 0 14,847 0
train station : 7 ' ’
Six BUILD West Oakland, LLC 3.04 27,472 215 6,000 16,125 215 6,000 16,125
commercial; ‘
train station
Seven Central Station Land, L1.C 2.65 0 170 0 12,750 170 0 12,750
Eight Central Station Land, LLC 2,01 0 264° 0 13,200 0 ' 258,000~ 0
Nine BUILD West Oakland, LLC 0.75 0 0 0 0 0 0 0
TOTAL 27.45¢ 289,434 1,570 27,847 122,925 1,084 - 539,626 . 88,350
Source: Project Sponsors, August 2004,
Nores:

sf = square feet

a.  As noted in the text, three of the development areas include optional land uses (Development Areas Two, Four, and Eight), which increase the amount of commercial uses. If ali three
development areas were to be developed with the optional commercial uses, the resulting land use program would define the maximum commercial development potential for the entire
Project Area. This combination of land use options is referred to as the Maximum Commercial Scenario.

b.  The open space figures do not include Public Open Space, The addition of the 16" Street Plaza and the five pocket parks (totaling 60,670 sf) to the Private Open Space figures reported
in this table yields a total of 183,595 sf of open space for the Maximum Residential Scenario and 149,020 sf of open space for the Maximum Commercial Scenario,

¢.  The existing commercial floor area includes 7,519 sf associated with the Bea’s Hotel on a parce! not owned by HFH Central Station Village, LLC. The Project proposes to include the
parcel and redevelop the land to achieve the land development program indicated in this table. This EIR evaluates the impacts of the Project assuming the desired incorporation of the
Bea's Hotel parcel. An alternative is presented in Section 5 to address the event that this parcel remains separate.

d.  The actual number of units to be constructed in Development Area Eight is 251 units based on the proposed maximum density. The analyses in this EIR are based on 264 units for the
development area and 1,570 units for the entire Project Area, which reflect an earlier 2ssumption about the potential density for this development area. The difference in residential
units of 13 dwellings does not materially affect the impact assessment; in fact, the analyses based on 264 units in Deve]opmem Area Eight are conservative (greater impacts would
result), since the actual number of units would be less than assumed in the analyses.

£. Inaddition to the acreage reported here, there are 1.75 acres proposed for dedication to the City. Thus, the total Project Area acreage is 29.2 acres.

Wood Street Project Draft EIR — Summary ' S-2
\Sf-file-01\Projects\Projects - WP Only\10800-00 to 10900-00V10817.0¢ Central Starion\DEIR3\Summary Text.doe
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MINUTES LANDMARKS

PRESERVATION
ADVISORY BOARD
OAKILAND, CA 94612

LANDMARKS PRESERVATION

ADVISORY BOARD MEMBERS: February 28, 2005
SPECIAL MEETING

Barbara Armstrong, Chair

Alan Dreyfuss, Vice Chair

Kelley Kahn 6 PM City Hall

Pamela Kershaw Hearing Room One

Yui Hay Lee One Frank Ogawa Plaza

Rosemary Muller Oakland, California 94612

Neal Parish

...............................................................................................................................
...............................................................................................................................

Board Members Present: Armstrong, Kahn, Lee, Muller, Parish. Board Members
Absent: Dreyfuss, Kershaw. Staff Present: Cappio, Pavlinec, Marvin, Stanzione.

OPEN FORUM

Speakers:
Cynthia Shartzer, Lakeside Apartment Neighborhood Association: Shared San Francisco
Chronicle opinion piece titled “Bull-dozing City History.”

OLD BUSINESS - Action Items (See Attachment A for Wood Street Development
Project Information)

Development Director Cappio presented the item,

Staff Marvin reported on the Wood Street Train Station's eligibility for the National
Register and possible 20% investment tax credits.

Project Applicants Carol Galante (BUILD) Rick Holliday and Andy Getz addressed
the Board.

Applicant Carol Galante distributed a copy of three conditions that BUILD agrees to, as
follows:

1) No demolition or removal of the baggage wing and the northern section of the
clevated tracks will occur prior to the issuance of a building permit for Development
Area 6.

2) No demolition or removal of the southern tip of the elevated tracks will occur
prior to issuance of a building permit for Development Area 4.

3) No demolition of the portion of the train platform that is to be retained
attached to the station until detailed plans for the restoration of the Main Hall of the
station have been submitted and a financial plan presented.

ATTACHMENT F
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Speakers with comments:
Anna Naruta, Chinese Historical Society
Monsa Nitoto
Clarence Thomas, Million Workers March
Marina N. Carlson
Michael Copeland Sydnor
Leo Handy, Jr.
Naomi Schiff, Oakland Heritage Alliance
Heidi Ingelfinger, Oakland Herntage Alliance

Speakers for the project:
Norman Hooks
Bob Tuck, W.O.C.A.

Speakers against the project:
Amanda Williams
Barry Luboviski, Alameda County Building Trades Council
Gregory Reed, A. Philip Randolph Institute
Cynthia Shartzer

Chair Armstrong framed the following issues for Board discussion in order to forward
clear majority recommendations to the Planning Commission:

1) Demolition of train platform/tracks

2) Baggage Room Retention, Reuse Demolition

3) Retention of Bea's Hotel

4) Cannery

5) Restoration of the train station, including the timing

6) View sheds of the station

The Board made the following recommendations to the Planning Commission:

MOTION to support the extension of 16th Street to the Frontage Road and the
demolition of the platform in parcel #4 and across the 16th Street right-of-way made by
Board Member Muller and seconded by Board Member Lee.

ACTION: Yes: Muller, Lee, Kahn, Armstrong. No: Parish. Motion passes 4 - 1.

MOTION to provide two studies of infeasibility/feasibility:

o an assurance that the project could not go forward without
demolition of the baggage wing; and,

o an analysis that demonstrates that if the baggage wing is not saved,
the train station is still feasible for reuse, illustrating one or more
feasible uses and the infeasibility/feasibility of keeping the entire
elevated platform north of 16th Street and whether the
track/platform area could be used for service areas.

Until these are provided the parcelization could not be approved. These studies shall be
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completed and reviewed by the Planning Commission at their March 16, 2005 meeting
made by Board Member Muller and seconded by Board Member Parish.

ACTION: Yes: Armstrong, Kahn, Lee, Muller, Parish. No: 0 Motion passes
unanimously.

MOTION to not send a recommendation to the Planning Commission that Bea's hotel be
preserved made by Board Member Kahn and seconded by Board Member Lee.
ACTION: Yes: Armstrong, Kahn, Lee, Muller, Parish. No: 0. Motion passes
unanimously.

MOTION to recommend that the Cannery come back to the Landmarks Board for
Design Review made by Board Member Parish and seconded by Board Member Muller.
ACTION: Yes: Armstrong, Kahn, Lee, Muller, Parish. No: 0. Motion passes
unanimously.

MOTION to extend the line of the north wall of the train station to Wood Street; to
require that there shall be no construction or fences along this line or south of the line in

order to maintain a full open view shed of the entire main (east) fagade of the station.
ACTION: Yes: Kahn, Lee, Muller. No: Armstrong, Parish. Motion passes 3 - 2.

ADJOURNMENT 9:00 PM

JOANN PAVLINEC
Secretary



LPAB Minutes — Special Meeting 2/28/05

4

#1

Location:

Wood Street Development (formerly Central Station Project), West
Oakland. Approximately 29.2 acres between 10™ Street to the
south, West Grand Avenue to the north, Wood Street to the east,
and the 1-880 frontage road to the west. APNs - various

Proposal:

Public Hearing on a proposal to develop a residential, retail, and
other commercial mixed use development. The site would be
redeveloped with up to 1,570 residential units, including 186 units
in converted warehouses. Commercial space would include 13,000
s.f. of neighborhood-serving commercial uses plusup to 15 000 s.f.
of civic uses associated with the historic Southern Pacific 16®

Street Train Station. The Project proposes retentlon of the main
hall and a portion of the elevated tracks of the 16" Street Train
Station, and retention and restoration of the Signal Tower. The
Project would restore the main hall and the retained portion of the
elevated tracks to Secretary of Interior Standards if tax increment
funding is made available. Public open space, consisting of a
public plaza in front of the station’s main hall and five pocket parks
totaling approximately 1.39 acres would be provided. In addition,
approximately 2.82 acres of private open space will be created for
residents. All other structures will be demolished; as well as a
portion of the 16™ Street Train Station elevated tracks and the
baggage wing section of the Train Station.

Applicants:

Build West Oakland, LLC; PCL Assoctates, LLC; HFH Central
Station Village, LLC; Central Station Land, LLC

Contact Person/Phone Number:

Andrew Getz  (510) 652-4191
Carole Galante (415) 989-1111

Owner:

Three property owners

Case File Number:

ER 03-0023, GP 04-545, RZ 04-544, CDET 04-032, Vesting
Tentative Parcel Maps 8551 — 8555

Planning Permits Required:

General Plan Amendment, Zoning Code Amendment and
Rezoning, Redevelopment Plan Amendment, Vesting Parcel Maps

General Plan:

Business Mix

Zoning:

M-20/8-16, (Light Industrial/Industrial-Residential Transition
Combining Zone), M-30, {General Industrial); M-20/8-16,
(General Industrial/Industrial-Residential Transition Combining
Zone)

Environmental Determination:

Final Environmental Impact Report published February 7, 2005.

Historic Status:

16" Street Train Station and 16" Street Signal Tower (Rated Al+),
City of Oakland Landmark, determined eligible for National
Register of Historic Placcs Project area also includes Two
Historic Districts: (1) 16" Street Train Station Commercial
District, including Bea’s Hotel, 1751-57 16™ Street (Dc2+); and,
(2) Pacific Coast Canning District, 1111-1119 Pine Street (Cb+2+).
The two distnicts are considered Areas of Secondary Importance;
however, they adjoin the Oakland Point Area of Primary
Importance (determined eligible for National Register).

Service Delivery Districts:

West Oakland 1

City Council Districts:

3, Nancy Nadel

Action to be Taken:

Review the Final Environmental Impact Report and impacts and
mitigations measures pertaining to Cultural Resources; consider
recommendations to the Planning Commission on the proposed
project, including partial demolition of the 16th Street Train Station
clevated tracks, the entire baggage wing, and other issues discussed
in the staff report.

For Further Information:

Contact project planner Margaret Stanzione at (510) 238-4932 or

by email at mstanzione@oaklandnet.com




Information and Analysis Pertaining to the Reuse of
the 16™ and Wood Train Station

Submitted by BUILD, West Oakland, LL.C
March, 2005

ATTACHMENT F



Station Main Hall Reuse Scenarios

Overview: The 16™ Street Train Station’s Main Hall structure contains approximately
12,250 square feet of usable interior space. This space includes (A) the Historic
Passenger Waiting Area, (B) Service Wings located to the north and south, and (C) the
Rear Service Area located within the western portion of the Main Hall. The Passenger
Waiting Area, with its grand omamentation, marble floors, and 45° tall ceiling, comprises
only 7,010 square feet of the tota] area. Surrounding service spaces take up 5,250 square
feet, or approximately 43% of the total building footprint, and possess more utilitarian
ceiling heights averaging 10-12°. In addition, the retained portion of the Elevated
Platform west of the Main Hall could offer 5,500 square feet of usable historic outdoor
space, and 3,000 square feet below the platform could be converted to enclosed service
space or be left open and used for Joading and drop-off areas and additional parking.

Operationalizing the Main Hall: The project sponsor intends to create a 501(c)3
nonprofit to guide planning for the reuse of the 16™ Street Train Station. This nonprofit
would ultimately own and operate the building.

Incorporating Historic Elements: The project sponsor envisions a number of museum-
element installations in and around the Main Hall to honor the structure’s rich history.
These might include: photomontages on the walls of the Passenger Waiting Area, stand-
alone narrative exhibits with historic artifacts at key locations throughout the Main Hall,
a restored Red Train or Pullman Car in the Plaza or on the reconfigured Elevated

Platform, and a self-guided installation contained within the north or south Service
Wings.

Meeting the Parking Needs of Possible Uses: Under any reuse scenario, parking will be
required to accommodate potential demand. The range of approaches to meeting this
demand include the following: a public parking area alongside the western edge of the
Main Hall could accommodate 26 spaces; the plaza edge fronting the Main Hall could
accommodate 9 permanent spaces as well as approximately 50 temporary spaces for
events; 16 parking spaces would be available along the new extension of 16™ Street; and
additional parking spaces may be possible alongside the service road connecting northern
parcels to 16™ Street. In addition, the operation of a shuttle-bus would provide a direct
connection from West Oakland BART to the property at 15-minute headways during
peak hours.

Reuse Strategies: Over the last two years, BUILD has received a significant number of
unsolicited proposals for the train station including: a farmer’s market, a performing arts
space for a local nonprofit, a martial arts studio and practice area, a museum for hip-hop
and urban expression, a museum for toy trains, and a living-museum concept honoring
African-American contributions to Oakland and the history of rail. Though these
proposals were preliminary or informal, and generally did not include a full business
plan, most indicated that the Main Hall building, without the Baggage Wing, would
provide adequate program space to suit their needs.




Notwithstanding the sizable costs associated with seismic retrofit and historic renovation
of the Main Hall and remaining Elevated Platform, tenant improvements, or the
capitalization of an operating/replacement reserve — all of which would likely be
addressed through independent fundraising — several reuse options demonstrated basic
feasibility based on identifiable space needs and operating requirements. Historic
exhibition elements would be incorporated into each of the following approaches.
Conceptual studies of the first two options are attached.

1) Event Center and Exhibition Space

¢ The Main Hall would accommodate holiday and social events, community
gatherings, corporate events and trade shows. Support functions such as materials
and equipment storage, a kitchen, bathroom facilities and a management office
would be Jocated within the service areas adjacent to the Passenger Waiting Area.
The outdoor area of the Elevated Platform could serve as an open-air break-out
space with possible small café.

2) Performing Arts Space

¢ The Main Hall would accommodate a central stage and seating areas for a variety
of performing arts uses. Supporting studio space would be located in Service
Wings along with the box office, administrative spaces and other ancillary
functions. Using the adjacent outdoor areas within the Plaza, a concert/film series
or theater-style festival could be incorporated.

3) Local Serving Commercial

e The Main Hall would serve as an “open-air” marketplace for a variety of
neighborhood and regional serving vendors. Fixed booths along the perimeter,
and temporary vending stalls in the interior area would provide crafts, café-style
food-service or other goods. Support functions such as bathroom facilities and a

management office would be located within services areas adjacent to the main
hall.

4) Restaurant and Cafe

s The Main Hall would host a sit-down restaurant and bar with adjacent café
service. With dining in all, or a portion of, the Passenger Waiting Area, up to
several hundred individuals could be accommodated at one time either through
standard table-service or a banquet-style arrangement. Given the industry
standard of 6 Square Feet of kitchen/prep/storage space for every ten Square Feet
of dining area, service needs for a significant dining area could be entirely
accommodated within the existing Service Wings and Rear Service Area. In

addition, a “café-car” railcar could offer lighter fare at off-hours in the Plaza or on
the Elevated Platform with additional parking below.



5) Regional Destination - Museum

e With 7,010 square feet of gallery space in the Passenger Waiting Room, plus
additional exhibit areas on the Plaza or on the reconfigured Elevated Platform, the
16" Street Train Station would offer a space comparable in size to existing
dedicated museum installations at local institutions such as the Museum of
Children’s Art in downtown or West Oakland’s A frican-American Museum and
Library. Combined with the Plaza area, it would offer an indoor/outdoor space
comparable to the Oakland Museum of California’s Great Hall and associated
Great Court Gardens. Museum-element preparation could occur off-site, with
storage, maintenance, bathrooms, and associated operational requirements met
with the Storage Wings and Rear Service Area.

6) Recreation Facility

e Insofar as recreational elements did not interfere with the historic quality of the
structure, the Main Hall could host an educational/recreational facility. The
Passenger Waiting Room could offer space for afterschool education programs
and evening/weekend activity classes. These could range from arts and crafts
classes to pilates to yoga to rock-climbing on a freestanding indoor wall.
Temporary indoor boxing rings, indoor volley ball courts, or similar recreation
facilities could be set up in a portion of the Passenger Waiting Room. Each
Service Wing might offer a male or female shower/dressing room. Offices and
storage would be supported in the Rear Storage Area.
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Financial and Appraisal Information Demonstrating
Infeasibility for Preserving the Baggage Wing and
Portion of the Tracks and Platform for the 16™ and
Wood Train Station

¢ Letter from BUILD, dated February 28, 2005 — Economic Infeasibility of Retaining
Baggage Wing and Entirety of Tracks

o Letter from BBI Construction re: Cost Estimate of Restoring the Main Hall, dated
February 7, 2005

e Appraisal from CBP (Carneghi-Blum and Partners, Inc.) of the Wood Street
Project Area, dated February 17, 2005

» Analysis from Conley Consultant Group of the Tax Increment and Bonding
Capacity Supported by Wood Street Projects, dated February 2005

Submitted by BUILD, West Oakland, LLC
March, 2005

ATTACHMENT G



PARTNERING WITH CALIFORNIA NEIGHBORHOODS

BULKFIL D

February 28, 2005

Ms. Claudia Cappio

Director of Planning

Community and Economic Development Agency
City of Oakland

250 Frank Ogawa Plaza, Suite 3315

Oakland, CA 94612

RE: 16" Street Train Station Renovation

Dear Ms. Cappio,

The enclosed materials describe the estimated cost of renovating the 16™ Street Train Station

Main Hall along with the estimated bonding capacity from tax increment revenues generated by
the Wood Street Project.

As demonstrated, the resources available from discretionary tax increment are sufficient to cover
the cost of station renovation. The preliminary estimate for Train Station Main Hall renovation
costs prepared by BBI Construction is approximately $10.3 million, while Conley Consulting
Group’s analysis of bonding capacity supported by discretionary tax increment funds by 2009
totals $10.9 million. The amount of bonding capacity continues to grow in later years as annual
tax increment generated continues to increase through later development phases.

Please let me know if you have any questions regarding the enclosed materials.
Sincerely,

Ot

Carol Galante
BUILD West Oakland, LLC

i

345 SPEAR STREET, SUITE 700 SAN PRANCISCO, CA 54105 TEL 415-989-1111 FAX 415-495.4898



PARTNERING WITH CALIFORNIA NEIGHBORHOODS

| BUILLD I

February 28, 2005

Ms. Claudia Cappio

Director of Planning

Community and Economic Development Agency
City of Oakland

250 Frank Ogawa Plaza, Suite 3315

Oakland, CA 94612 )

RE: Economic Infeasibility of Retaining Baggage Wing and Entirety of Elevated Tracks
Dear Ms. Cappio,

Enclosed please find a market value appraisal of the property located within Development Area 6
prepared by Carneghi-Blum & Partners, Inc., dated February 17, 2005. You will note that the
appraisal analyzes the value of the land under two different development scenarios. The first
assumes the property is entitled for 215 units to be developed upon 1.64 acres (which is the
amount of land that would remain available for development within the Development Area if the
Baggage Wing and the entirety of the train tracks were retained), and yields a land value of
$2,640,000. The second scenario also assumes the property is entitled for 215 units, but upon
3.04 acres, as proposed by BUILD, which yields a land value of $4,630,000.

BUILD acquired the 3.04 acre parcel for $3,056,534, using a pro rata per acre cost for all of the
17.7 developable acres acquired by BUILD within the Wood Street area. BUILD estimates it
has or will incur the following additional costs in connection with its development of this parcel:
(a) entitlements costs of $278,000 (based on BUILD’s share for this parcel); (b) signal tower
renovation costs of $35,000; (c) plaza improvement costs of $114,000 (based upon BUILD’s
share for this parcel assuming all builders contribute a prorata share); (d) costs to demolish the
baggage wing and partial elevated tracks of $200,000; and (¢) design and analysis costs for
restoration of the Main Hall of $75,000. Other carrying and stabilization costs (insurance,
property taxes, weatherproofing, security and the like) are not included as development costs as
they are roughly offset by income from tenants. Collectively these development costs, including
an internal rate of return of 10% on BUILD’s investment over a two and one-half year period, -
already exceed the $4,630,000 value assigned to the 3.04 acre development. If the development
area were reduced to 1.64 acres, BUILD would expect to lose over $2.0 million on this parcel,
thereby rendering development of this land economically infeasible.

Please let me know if you have any questions regarding the enclosed materials.
Sincerely,

(o otz

Carol Galante
BUILD West Oakland, LLC

345 SPEAR STREET, SUITE 700 SAN FRANCISCO, CA 94105 TEL 415-989-1111 FAX 413-495.4898



BEBI CONSTRUCTION
1155 Third St. Suite 230
Qakland, CA 94607

Tel (510) 286-8200

Fax (510) 286-3210
License No. 767880

CONSTRUCTION

February 7, 2005

Robert Stevenson

BUILD West Oakland, LLC
345 Spear Street, Suite 700
San Francisco, CA 94105

Re: 16™ Street Station Main Hall
" Qakland, CA

Dear Robert:

Per your request, we are re-submitting a preliminary construction improvement budget
for the above referenced building. These costs reflect the budget numbers we
presented on August 20, 2004 for the renovation and upgrades fo the exterior of the
main building as well as the building interior, constructed to U.S. Department of Interior
standards. The preliminary estimate for construction is $10,278,240.

This estimate includes the following scope of work to the shell of the building: seismic
upgrades, roofing, windows, and exterior terra cotta repair. The interior work includes
historically accurate architectural finishes, wainscoting, ornamental plaster, murals,
clocks, HVAC, and electrical and plumbing upgrades.

These costs are based on BBl Construction historical records and are approximate only,
having been made prior to completed design documents or review by the city of
Oakland. The seismic estimates are for work prepared by Tipping-Mar Associates dated
July 2001. This cost does not include soft costs (architecture, engineering, utility, and
permit fees), and no hazardous material aliowances have been included.

We appreciate this opportunity to provide you with a preliminary cost estimate for the
renovation of this historical structure.

Sincerely,

P

Nancy Guinther
VP of Business Development



CB CARNEGHI-BLUM & PARTNERS, INC.

Real Estate Appraisers & Consuitants in Urban Economics

February 17, 2005

Ms. Cecily Talbert

Bingham McCutchen LLP

1333 N. California Blvd., Suite 210
PO.BoxV

Walnut Creek, California 94596-1270

Re:  05-ASF-030, Appraisal
Wood Street Project Area
West Oakland, California

Dear Ms. Talbert:

At your request and authorization, Carneghi-Blum & Partners, Inc. has conducted an appraisal of
land in the Wood Street Project area in West Oakland. The site is located on the west side of Wood
Street between the future extensions of 16™ and 18" Streets and south of the Frontage Road. On the
Vesting Tentative Map 8554 the land to be appraised is identified as a portion and the entire Parcel
3. At your instructions, the subject property is appraised under two development scenarios as
indicated in the draft Environmental Impact Report (EIR).

I Development Scenario B assumes that the subject property is zoned, General Planned and
approved for 215 dwelling units on 1.64 acres which is a portion of the 3.04 acres identified
as Parcel 3 on the Vesting Tentative Map 8554. It is located at the southwest corner of
Wood Street and future extension of 18* Street.

2. Development Scenario C assumes that the subject property is zoned, General Planned and
approved for 215 dwelling units on the entire 3.04 acres which is identified as Parcel 3 on
the Vesting Tentative Map 8554. ‘

At your instructions, the subject property is appraised as vacant land.

The subject site is identifted by the Alameda County Assessor’s Office as a portion of Parcel
Number 0000-0310-013. The purpose of this appraisal is to estimate the market value of the subject
property under the two valuation scenarios indicated above. It is our understanding that the intended
usefuser for this appraisal is for the exclusive use by Bingham McCutchen and their client for
assistance in decisions relating to approvals and funding of the Wood Street Project including review
by local government agencies. The report should not be used or relied upon by any other parties
Jfor any reason. This is a complete appraisal presented in a summary report,

San Francisce Office « 595 Market St, Ste 2230 « San Francisco, CA 94105 ¢ 415-777-2666 e FAX 415-377-0555
San Jose Office « 1602 The Alameda, Ste 205 » San Jose, CA 85128 » 408-535-0900 » FAX 408-535-0909



Ms, Cecily Talbert -2~ February 17, 2005

I Area and Neighborhood Description

A.

City of Oakland

Oakland is California's eighth largest city and the third largest city in the Bay Area,
ranking behind San Francisco and San Jose. Located on the east side of San Francis-
co Bay, Oakiand is the business hub of the East Bay Area. The City of Oakland
enjoys a combination of locational convenience and very good transportation
network. It also serves as the headquarters for a number of large firms including
Safeway, the Kaiser Companies, Clorox, Blue Cross of California and American
President Lines. The QOakland economy has benefitted from its transportation and
distribution facilities. For example, the Port of Oakland has been one of the world's
leading cargo container ports. The Oakland Airport serves the burgeoning
population of the greater East Bay Area. In addition, Oakland is the axis of the Bay
Area's urban mass transit system which includes Bay Area Rapid Transit (BART)
and AC Transit.

Downtown Oakland lies at the confluence of all three BART lines. In addition to
Interstate 80, a major transcontinental freeway, Oakland is served by numerous
freeways including the Nimitz, MacArthur, Warren and Grove/Shafter. An extension
ofthe latter, Interstate 980, was completed several years ago and traverses downtown
QOakland. Downtown Oakland is within fifteen minutes of the San Francisco
Financial District by automobile or ten to twenty minutes by BART or AC Transit.

Relative to population, Oakland is the largest city in Alameda County. The
population as of January 1,2004 is 411,600 as reported by the State Department of
Finance. The total number of jobs in Oakland for 2000 was estimated to be 193,950
according to the Association of Bay Area Governments (ABAG). ABAG projects
jobs to increase to 202,080 in 2005 (4.2 percent). The largest employment group
currently within the city is the Service industry, providing 37 percent of the jobs.

Most of Oakland’s industry is located on its western boundaries near the waterways
and freeway systems. The main commercial districts are centered on Broadway, with
office development located primarily on the western side of Lake Merritt and on
lower Broadway. The residential development is located on the flatlands and
foothills. Oakland has traditionally been an industrially based city in the shadows
of its more famous counterpart on the opposite side of the Bay. QOakland has had to
fight this negative perception to become a potential major business center.

Revitalization programs have been implemented by both the private and the public
sectors and are designed to encourage new growth in the city. With its combination
of public transit as well as freeway, shipping and airport facilities, the City of
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Oakland exhibits potential to increase its role as a residential and commercial hub
of the East Bay Area.

B. Neighborhood Description

The subject property is located along Wood Street, in West Oakland. The subject
neighborhood is generally bound by Interstate 880 to the west, the elevated portion
of Grand Avenue to the north, Peralta Street to the east and 7 Street to the south.
West Oakland was originally the western terminus of the transcontinental railroad.
Development in this area began in the 1860s with the construction of a wharf and
ferry landing along the harbor. During the Second World War, the demand of work
in the shipyards drew many people to the area. In the 1940s, 7th Street became a
center for business and cultural activity including nightclubs and theaters. After the
war, the loss of defense jobs caused unemployment to increase and the economic
activity of the area to decline.

The subject neighborhood is mixed in character. Uses in the area include a mixture
of historic. Victorian homes, multifamily housing, commercial and industrial uses.
There is also some vacant land as well the West Oakland BART station. The subject
property is located on Wood Street, between 16" and 18% Streets. It is easily
accessible from West Grand Avenue, which is a major entryway to Oakland from I-
80 and is the first exit to Oakland for traffic coming from San Francisco.

The subject property is located within the Wood Street Development Project area.
This development area was previously called Central Station, which reflected the
historic Southern Pacific 16™ Street train station which was built in 1912. The
project area contains 29.2 acres between 10® and West Grand Avenue on Wood
Street. The proposed project is planned to be redeveloped with up to 1,570
residential units, including 186 live-work units in converted warehouses, 13,000
square feet of neighborhood commercial uses, plus 14,487 square feet of space for
civic or community uses associated with the historic Southern Pacific 16 Street train
station. The main hall of the train station is planned to be renovated as well as the
16" Street signal tower. A plaza is planned for in front of the historic train station.

The subject property is part of the proposed Wood Street Development Project. It
is identified as a portion of Development Area 6. Uses in the immediate
neighborhood include one story light industrial buildings across the street to the east
of the subject, To the north of the light industrial buildings at 18" and Wood Street
is Raimondi Park. Adjacent to the north of the subject is vacant land. To the
immediate south and east of the subject is the historic 16" Street Train Station. The
1912 Beaux Arts building, has historic landmark status and was damaged in the 1989
Loma Prieta earthquake. To the east of the train station are portions of the elevated
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railroad tracks, Further south across 16" Street is New Bea’s Hotel, a small two
story residential hotel.

In general, residential and industrial uses are located in the immediate subject
neighborhood. The subject neighborhood is served by transportation facilities and
is Jocated approximately one mile from the West Oakland BART Station. This
station serves the Richmond, Fremont, Concord and the Daly City bound lines
directly. Bus service is provided by AC Transit.

In summary, the subject neighborhood benefits from its proximity to Interstate 880,
the San Francisco Bay Bridge and BART. The subject neighborhood consists of a
mixture of historic Victorian homes, many which are in the process of being
renovated as well as multifamily housing and light industrial uses. The subject
property is located in a redeveloping area that is considered to have a long term,
positive outlook.

II.  Property Identification and Description

A.

Site Description

The subject property is identified as a portion of Parcel 3 and the entire Parcel 3 on
the Vesting Tentative Map Number 8554. The subject is also identified as a portion
of Development Area 6 in the draft Environmental Impact Report. The subject
property is also a portion of Alameda County Assessor’ Parcel Number 0000-0310-
013.

Under Development Scenario B the subject property being appraised contains 1.64
acres and is located at the southwest corner of Wood Street and future extension of
18™ Street. The site is irregular in shape. The property is currently improved with
a one-story industrial building as well as asphalt paving. However, an assumption
of this appraisal assumes that the subject is in vacant unimproved condition.

Under Development Scenario C the subject being appraised contains 3.04 acres.
The site has frontage on Wood Street, the future extension of 18% Street as well as
the Frontage Road. The site has an inverted L shape. The property is currently
improved with a one-story industrial building, the historic 16 Street Signal Tower,
portions of the elevated railroad tracks and a one-story baggage wing building.
The historic 16% Street Signal Tower is planned to be restored, while the other
structures are proposed to be demolished. However, an assumption of this appraisal
that the subject is in vacant unimproved condition.

CEBP ZREGH 2L 8 PARINERS, ING
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Access to the subject property is presently available from Wood Street. Typical
urban utilities such as gas, water, electricity, sewer and telephone service can be
connected from Wood Street for development.

The appraisers were not provided with a geotechnical investigation report on the .
subject property. However, judging from the condition and appearance of the
improvements on adjacent sites in the neighborhood, it is assumed that soil
conditions are satisfactory and/or can be easily remedied for construction of
conventional building improvements.

Ownership and Sale History

According to a title report and confirmed by public record, ownership of the subject
property is currently vested in BUILD WEST Oakland, a California limited liability
company. The property transferred from Bridge Housing Corporation to BUILD
WEST Oakland on December 9, 2002. BUILD WEST is a for-profit affiliate of
nonprofit Bridge Housing and this is considered to be a related party transfer. No
other information was available from the client regarding the prior sale of the subject
property. It is also unknown if the subject is currently listed for sale.

Easements and Restrictions

The subject property is a portion of the reviewed title report. The title report was
prepared by Chicago Title Company and is dated June 12, 2003. According to the
preliminary title report, there are several easements on the subject property. There
are also CC&Rs recorded on the subject property dated December 16, 2002. The
easements appear fo be for ingress, egress and utilities. The report also indicates that
there are various minor encroachments which include a power pole from 16™ Street.
These easements and encroachments are not considered to negatively impact the
market value of the subject property.

Assessed Valuation and Real Estate Taxes

The entire parcel has been assessed for ad valorem tax purposes for the current fiscal
year. Under California law a real property assessment can only be increased a
maximum 2 percent per year. Reassessment is permitted upon change of ownership,
typically based on the estimated market value multiplied by a tax rate of 1 percent
plus any outstanding bonded assessments. The tax rate for the subject is 1.3057
percent. The assessed value and taxes for the parcel which the subject is a portion
of is as follows:
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" APN Land Improvements Total Taxes
II 0000-0310-013 $4.445.476 0 $4,445.476 $62!688.30

Under California law, real property taxes can only be increased at a maximum of two
percent per year. Reassessment is permitted only upon change of ownership or
completion of new improvements and is typically based on the estimated market
value multiplied by a tax rate of one percent plus any outstanding bond assessment
payments. The taxes include special assessments for mosquito abatement and vector
control, medical response, paramedic, school measure B, flood benefit, clty library,
East Bay trails and Oakland L.L.A.D. of $4,643.72 per year.

E. Zoning

The subject property is located within the proposed Wood Street Development
Project area in West Oakland. It currently has a zoning designation by the City of
QOakland as M-30, or General Industrial with a S-16 overlay. The M-30 zoning
classification is intended to *...create, preserve, and enhance areas containing a wide
range of manufacturing and related establishments, and is typically appropriate to
areas providing a wide variety of sites with good rail or highway access.” The
General Plan designation is Business Mix. This designation allows a variety of
industrial and commercial uses, including live/work but excluding residential,
administrative offices, and general retail, Under the Business Mix designation, the
maximum floor area ratio is 4.0 to 1.0.

The 8-16 overlay is the Industrial-Residential Transition Combining Zone. The zone
is intended to “... provide a compatible transition between residential and industrial
zones..” and “to promote compatible economic development and provide
opportunities for new joint living and working quarters.” This overlay requires that
the average unit size is no less than 1,000 square feet and the individual unit size is
no less than 800 square feet. At least 75 square feet of group usable open space shall
be provided for each joint living and working unit. If within an area of 300 feet
along the street frontage from the property, 50 percent or more of the adjacent
properties are of residential use, buildings shall have a setback of one foot for each
foot greater than 30 feet in height, and a yard setback of 10 feet along lot lines
abutting residential uses.

The subject is part of the Wood Street Development Project area, which contains a
total of 29.2 acres and is proposed to be developed with 1,570 residential units,
including 186 live-work units in converted warehouses and 13,000 square feet of
commercial space. The project area is in the process of applying for a General Plan
Amendment, Zoning Code Amendment and Rezoning, Redevelopment Plan
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Amendment, as well as other development approvals. The Final Environmental
Impact Report is near completion and public hearings were recently held to discuss
environmental and policy issues on the project. The subject is proposed to be zoned
for residential uses with a General Plan designation of Urban Residential within the
Wood Street Zoning District.

The application for the Wood Street Development Project was submitted to the City
of Oakland in October 2003 and is currently undergoing review. Per instructions
from our client this appraisal assumes that the subject property is zoned, General
Planned and approved for 215 dwelling units on 1.64 acres which is a portion of the
site identified as Parcel 3 on Vesting Tentative Map 8554 (Development Scenario
B) as well as on the entire Parcel 3 which contains 3.04 acres (Development Scenario
C). Based on 1.64 acres this is equal to a density of 131 units per acre. The density
for the subject based on Development Scenario C is 71 units per acre based on 3.04
acres.

III. Highest and Best Use - As If Vacant

The subject is a portion of a larger property. The subject under Scenario B assumes that it
approved to be developed with 215 residential units on 1.64 acres which is a portion of 3.04
acres of Parcel 3 on the Vesting Tentative Map 8554, at a density of 131 units per acres.

Under Scenario C the subject is assumed to contain the entire 3.04 acres and is approved to
be developed with 215 residential units at a density of 71 units per acre.

The subject has good visibility, and access. The entire Parcel 3 has an inverted L shape and
has frontage on Wood Street, the future extension of 18" Street and the Frontage Road. The
1.64 acre portion of the property has frontage on Wood Street and the future extension of 18"
Street. The subject immediate neighborhood is not highly developed and contains vacant
land, live/work and industrial uses. Physically there are no constraints on the subject site.
The subject property is assumed to be zoned, General Planned and approved for 215
dwelling units at a density of 71 and 131 units per acre. Based on the legal parameters, and
the most recent land sales/development in the subject area the highest and best use of the
subject site, as if vacant, appears to be for medium density residential development of
between 30 and 50 units per acre.

In terms of financially feasible, the residential market remains relatively strong. However,
the subject is located in a mixed use area that has had limited new development. Based on
the comparable land sales in the area higher density development appears not to be feasible
given the additional construction costs to build to this level as well as the untested demand
for a high rise product type. Most of the land sales within the area are for projects planned
to range from 35 to 50 units per acre. Thus a higher density development does not appear
supported at this time and higher density approvals would not accrue additional value to the
site beyond the market norm of 35 to 50 units per acre. Therefore, the highest and best use
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of the subject parcel as if vacant, from a financially feasible standpoint, is considered to be
development with a medium density residential use in the range of 35 to 50 units per acre.

Overall, based on these factors, the highest and best use as vacant is for development of for-
sale medium density residential units. Based on the maximally productive use of the
subject, residential development is considered to bring the greatest profit for land.

IV.  Comparable Land Sales and Analysis

The table on the following page lists comparable residential land sales. In this analysis, the
value of the subject land is estimated by comparing it to other residential development sites
which have transferred prior to the effective date of appraisal. Pertinent information is
presented concerning the comparables relative to location, sale price, sale date, planned
number of units, and average lot size. Prices are shown on a per square foot basis and per
unit basis. The comparables have been verified by public record and/or substantiated with
the principles involved in the transaction. Unless specified otherwise, the comparables are
all cash-to-seller transactions.

The subject property is first valued based on Development Scenario C which assumes that
the subject contains 3.04 acres and is approved to be developed with multi family residential
uses. Subsequently the subject is valued as Development Scenario B containing 1.64 acres.

The comparable residential land sales have purchase prices ranging from approximately
$28.00 to $50.00 per square foot. The sites range from 0.62 to 5.66 acres and the planned
densities range from 35 to 80 dwelling units per acre. The variation in unit prices from the
residential land sales reflects differences in [ocation, size, density and date of transaction.
With regard to density, there is generally an inverse relationship between density and the
prices per unit with the properties having lower development densities tending to sell for

higher prices on a per square foot basis. Conversely, the higher the density, the lower the per
unit price.

The comparable sales shown on the table represent transactions over the past 12 months,
with three of the properties entering escrow in early 2002. Although the sites vary in zoning,
all were planned for residential or mixed use development, consistent with the General Plan
for their respective areas. The sales closed escrow or are planned to close between
December 2002 and May 2005. The demand for land to be developed with medium density
housing appears to have been relatively active over the past several years. An upward
adjustment is made to residential properties which entered into confract in 2002 and 2003.

An adjustment grid is provided on the following page which indicates the adjustments made
to the cornparables. It should be emphasized that although the adjustment process is a me-
chanical one, the analysis applied by the appraiser is actually less mechanical and more
judgmental in nature. Specific adjustments are intended to represent the appraiser’s best
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COMPARABLE RESIDENTIAL LAND SALES

Appraisal of: Wood Street Project

Oakland, California
Confract # Units Price Per Grantor /
Locatien/ Datef Land Price Proposed/  Proposed " Grantee
AR SaieDue __Salc Pric Ass _  FerSF  DUAC _ MitUpit Roc ) Comment
2303-2317 Market 5t CCOE $1,562,500 31,250 sF $50.00 29 $53,879 Orton JR 3rdé& Libitzky  Mixed zoning of residential oo
2242-2310 Myrile St 5/05 0.72 ac 40 Holdings/ Myrtle 5t. Commercial on Market
Oakland NA St
APN: 005-0431-015-1, -1, -12, - Q24 thru -028
2460 MacArthur Blvd 7103 $2,200,000 48,339 sr $45.51 80 $27,500 Chon Yuming + Yufong Tr/  Existing motef bldg, Purchaced for
Oakland o4 1.1l AC 72 Domns Properties site in vacant condition. Planned
APN: 029.0993-020-01 #132178 fot 30 senior restd nnits.
Mandela and 32th St 12/02 $2,766,000 110,642 sF %0 Jeffery & NadaSibley/  Mixed ncighborhood of industrial
Qakland 9703 $24.000 (q 254 AcC 35 Ettie Strect LLC and residential developments.
APN: 007-0587-002-05 $666,438 (5 NA Approvals and under construction
53,456,436 $31.24 538,405
3/04 $45,000 2,148 sF 520.95 1 545,000 Union Pacific Railroad &  Comer triangular piece. Asscmblage
0.05 AC Buddington Notthern/ with adjacent parcel will allow 1
Ettie Strect LLC lot to project
1370 Tth St 4102 $825,000 26,804 sF 23 " Douglas & Carleen Green/  Irregular site on Mandela Pkwy
Oakland 12/03 $45,000 (1 0.62 Ac 37 Oakiland Housing Assemblage with adjacent parcel,
APN: 004-0067--022 5$870,000 $32.46 $37.826 Awthority & Bridge which contain a total of 188 umits.
#713077
3041 Ford St 9/02 $1,400,000 50,000 sr 81 City of aklnnd/ Planned for 81 condo units. Incl
Qaldand (Animal Shelter) 703 $4356,000 (p 1.15 ac ! Signature Properties entitlements & conditional use
AP 025.0666-002 51,856,000 $37.12 522,914 #445604 permits, No affordabie units.
2893 Glascock St. 102 $5,227,763 130,216 sF 100 John & Cherlene Weber/  Planned for 100 stacked townhouse
QOakland 603 $1,000,000 ¢z 30 ac 33 Signature Properties units. Will close with entitlements.
APN: 025-0474-001 , -003 3260000 @) (oet) Mo affocdable units
& 025-0675-002 56,487,763 549.82 564,878
Wood Street bwt 12/02 $5,904,520 246,590 sp $28.00 450 $15,343 Holiday Development/ Not entitled, seeking entitlements
14th and 16th Street 5.66 ac 80 HFH Central Station Village  for 450 units, but plans to build
APN: 0000-0310-012 approx. 340 units at a density of .
60 units per acre.
Subject
Wood 5t Project 132,422 sF 215
Between 16th and 18th St. 304 ac 71
Oakland
71,438 sF 215
Notes: 1.64 ac 131
(%) Estirmated demolition costs.
{2) Remediation costs. (4) Coniract extension options Source: Carneghi-Blum and Partners.,, Inc., February 2005
(3) Shoreline remediation (BCDC), () Pemolition and Lead removel 03-a3f-030, s0- 05-G30knd
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SnbjectrDcvelopment Scenario C

132,422
3.04

Address:

Land Area
Sale Date:
Transaction Price:
Unadjusted Price/Sq, Ft.:
Financing Terms:
Conditions of Sale:
Adjusted Sale Price:
Adjusted Price/Sq. Ft.:
Market Conditions:
Price Adj. For Mkt Cond.
Location:
Size:
Use:
Site Utility
Investment Size
Entitlements
Total Adjusted %:
Adjusted SF Value
for the Subject:

COMPARABLE LAND SALE ADJUSTMENT GRID

Appraisal of Wood Street Project- Development Scenario C

Oakland, California

Sale 1 Sale2 Sale 3 Sale 4 Sale 5 Sale 6 Sale 7
2303-2317 Market St Woed Street
1242-2310 Mystle St 2400 Machsthur Blyd Mandels and 32th St 1370 Tth St 3044 Ford St 2893 Glascock St. between 14th and 16th
Oakland Qakland Oakland Oakland Dakland Qaktand Oakland
31,250 48,339 110,642 26,804 50,000 130,216 246,550
5A05 - COE 3/04 9/03 12/03 703 6/03 12/02
$1.562,500 $2,200,000 $3,456,436 $870,000 $1,856,000 $6,487,763 $6,903,389
$50.60 $45.51 $31.24 $32.46 $37.12 £49.82 $28.00
0% 0% 173 13 0% 0% 0%
-3% 0% % 0% 0% e 0%
$1,484,375 $2,200,000 $3,456.436 $870,000 $1,836,000 $6,487,763 $6,903,389
$47.50 $45.51 $31.24 $32.46 $37.12 $49.82 $28.00
0% 5% 20% 20% 20% 20% 20%
£47.50 $47.79 $37.49 $38.95 $44.54 $59.79 $33.50
-10.00% ~15.00% -5.00% -5.00% -10.00% -25.00% 0.00%
-5.00% -5.00% 0.00% -5.00% -5.00% 0.00% 0.00%
0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
-5.00% 0.00% -3.00% 0.00% -5.00% -3.00% =5.00%
-5.00% 0,00% 0.00% -5.00% -5.00% 0.00% 0.00%
0.00% 0.00% 0.00% 0.00% 0.060% 0.00% 10.00%
~25.00% ~20.00% -10.00% -1500% -25.00% -30.00% 5.00%
$35.63 $38.23 $33.74 $31.11 $33.41 $41 .85{ $35.28

Price P.S.F. - Value Range: $33.11 - $41.85

Value Conclusion (PER SF):- $35.00

Value Conelusion - $4.634,770

Rounded Value Conclusion 3.04 acres S4,630.0l)0_|

Source: Carneghi-Blum and Partners, Inc.
05-ASF-030, February 2005, 05030 adj
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judgment concerning the differential between each comparable and the subject when market-
based adjustments could not be derived. Any specific adjustment should be considered
general in nature and the overall process is intended to narrow the patiern indicated by the
comparable data.

Land Sale 1 is the current escrow of eight parcels located at 2303 to 2317 Market Street and
2242 t0 2310 Myrile Street in West Oakland. The property is located midblock between 24"
Street and West Grand Avenue. The property is in vacant condition and contains 31,250
square feet, or 0.72 acres. The property on Market Street is zoned commercial and R-50 on
Myrtle Street. The sale price is equal to $50.00 per square foot. The comparable is
currently under contract and is not a closed sale and a downward adjustment is made for the
conditions of sale. The property entered into contract in late 2004 and no adjustment is
indicated for date of sale. The comparable has a superior location to the east of the subject
and a downward adjustment is made for location. The property is also smaller in size and
has a superior site utility. The investment magnitude of the comparable is also lower than
the subject which warrants a downward adjustment. Overall, the adjusted price per square
foot is approximately $36.00 per square foot.

Land Sale 2 pertains to the sale of land located at 2400 MacArthur Boulevard in Oakland.
The property is located to the south of Fruitvale Avenue in the Diamond Heights District.
The comparable had previously been improved with a motel and the sellers paid to remove
the improvements prior to its sale, There is a retaining wall along the MacArthur Boulevard
frontage of the property and the site slopes upward to the east. The property is planned to
be developed with 80 affordable senior apartment units at a density of 72 units per acre.
Although the property does not have entitlements, the city has given a grant to the developer
to help fund the project and entitlements are not considered to be an obstacle for this
proposed development. The comparable was purchased for $45.51 per square foot. An
upward adjustment is made for market conditions. However, a downward adjustment is
indicated for the smaller size of the property, and its superior established residential location.
An adjusted price per square foot of $38.00 is suggested by this comparable.

Land Sale 3 pertains to the sale of a property located at Mandela and 32™ Street in West
Oakland. The subject property has a legal address of 2818 Mandela Parkway. The site
occupies most of a city block and contains a total site area of 110, 642 square feet, or 2.54
acres. The comparable is planned to be developed with 90 townhouse style live/work units
at a density of 35 units per acre. The property entered into contract in December 2002 and
closed in September 2003. An upward adjustment is made for market conditions. In terms
of location, the property is located towards the border of Oakland and Emeryville in a mixed
use neighborhood consisting of industrial and live/work units. The comparable is considered
to have a superior and slightly more established residential location and a downward
adjustment is made for this factor. The property occupies most of a city block and has
superior site utility. Overall, an adjustment is made to approximately $34.00 per square foot.
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Land Sale 4 pertains to the sale of 2 property located 1370 7% Street in West Oakland. The
property is located across the street from the West Oakland BART station. It was purchased
as part of an assemblage with an adjacent parcel and will contribute 23 units to the overall
project. It was purchased in December 2003 at $32.46 per square foot and an upward
adjustment is made for market conditions. The property has a density of 37 umits per acre.
The comparable has a superior location near transit, it is also smaller in size than the subject.
In addition, a downward adjustment is also made for the comparable’s investment size.
Overall, an adjustment is indicated to approximately $33.00 per square foot.

Land Sales 5 and 6 are located in southern portion of Oakland in proximity to Park Street
Bridge to Alameda. Land Sale 5 located at 3041 Ford Street in Oakland and has frontage
on Ford, Lancaster and Glascock Streets. It contains 1.15 acres. The property is located
approximately one block south of the Oakland Estuary. It entered into contract in September
2002 and closed in July 2003 fully entitled. The property is planned for 81 residential units
situated on a podium over parking. Including costs for demolition, the comparable was
purchased for $37.12 per square foot. An upward adjustment is indicated for current
stronger market conditions, However, the property is smaller than the subject and it has a
superior residential location.  Additional downward adjustments are made for the
comparable’s superior site orientation. Overall, a net downward adjustment is indicated by
this sale in relation to the subject to approximately $33.00 per square foot.

Land Sale 6 is located at 2893 Glascock Street in Oakland., This property is located one
block west of Land Sale 5. The 3.0 net acre site has frontage along the Oakland Estuary.
The property entered contract in January 2002 and closed escrow in June 2003 for $49.82
per square foot including remediation, UC Crew relocation costs and shoreline landscaping
costs required by BCDC. The seller will demolish the existing improvements. An upward
adjustment is indicated based on market conditions. However, this property is vastly
superior to the subject as it has a waterfront location. It is also superior to the subject in
terms of its site utility. Overall, a downward adjustment is indicated by this comparable
in relation to the subject due to its superior residential Jocation and water views to
approximately $42.00 per square foot.

Land Sale 7 pertains to a sale of 5.66 acres located on Wood Street between 14™ and 16*
Streets in West Qakland. The property is located adjacent to the subject property. The
property was purchased in December 2002 for $28.00 per square foot, or $6,904,520. An
upward adjustment is indicated for market conditions as this property was purchased in late
2002. No adjustment is made for location, size or use. A downward adjustment is indicated
due to the comparable’s superior site configuration. However, the comparable lacks
entitlements which is more than an offsetting factor. Overall, an adjusted price per square
foot of approximately $35.00 per square foot is indicated by the sale.

Real Estate Aporatsars & Consultants in Urben Economics
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Value Conclusion for Development Scenario C - 3.04 acres

After adjustments, the comparables price range from approximately $33.00 to $42.00 per
square foot. Less weight is placed on the high end of the range given that the property has
a waterfront location. The remaining comparables indicate a narrower range of between
$33.00 to $38.00 per square foot. Given the subject’s size and location on Wood Street in
anew and un-tested development area a value towards the middle of the range of $35.00 per
square foot is concluded for the subject property containing 3.04 acres. This value is applied
to the subject Development Scenaric C site and results in the following market value

conclusions:
132,422 Square Feet x $35.00 per square foot = $4,634,770
Rounded $4,630,000

Value Conclusion for Development Scenario B - 1.64 acres

The subject property under the Development Scenario B contains 1.64 acres. The property
is a portion of the larger Parcel 3. An adjustment grid is provided on the following page
which indicates the adjustment made to the comparables. Similar adjustments are made as
above for conditions of sale, market conditions, location, use and entitlements. However,
adjustments are made for the smaller size of the site, its site utility and investment size. The
comparables price range from approximately $33.00 to $48.00 per square foot after
adjustments. Again less weight is given to Comparable 6 at the high end of the range due to
its location on the waterfront. An upward adjustment of 5 percent is made from the
previously concluded value for the subject’s smaller size. This is equal to $36.75 per square
foot, rounded to $37.00 per square foot. This is within the range of the adjusted comparables
and is considered supported. This value is applied to the subject Development Scenario B
site of 1.64 acres and results in the following market value conclusions:

71,438 Square Feet x $37.00 per square foot = $2,643,206
Rounded $2,640,000
V. Value Conclusions

In conclusion, based on the research and analyses in this appraisal report, and subject to the
limiting conditions and assumptions contained herein, it is our opinion that the market values

of the fee simple interest in the subject properties, as of February 4, 2004, is estimated as
follows:

CEPr CARNEGHI-BLUM & PARTNERS, INC.
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COMPARABLE LAND SALE ADJUSTMENT GRID

Appraisal of Wood Street Project- Development Scenario B

Subject Development Scenario B

71,438
1.04

Address:

Land Area

Sale Date:

Transaction Price:

Unadjusted Price/Sq. Ft.:
Financing Terms:
Conditions of Sale:

Adjusted Sale Price:

Adjusted Price/8q. Ft.:
Market Conditions:

Price Adj. For Mkt. Cond.

Location:

Size:

Use:

Site Utility

Investment Size

Entitlements
Total Adjusted %:
Adjusted SF Value

for the Subject:

Qukland, California

Sale 1 Sale 2 Sale 3 Sale 4 Sale 5 Sale 6 Sale 7
2303-2317 Market St Wood Street
2242-2310 Myrtle St 2400 MacArthur Bivd Mandela and 32th St 1370 7th 5t 3041 Ford St 2893 Glascock 5t between 14th and 16th
Qakland Qakland Qakland Oalkland QOakland ©Oakland Oakland
31,250 48,339 110,642 26,804 50,000 130,216 246,550
5/05- COE 304 9/03 12/03 7103 6/03 12/02
$1,562,500 $2,200,000 $3,456,436 $870,000 $1,856,000 $6,487,763 $6,903,389
$50.00 $45.51 $31.24 $32.46 $37.12 $49.82 $28.00
0% 0% 0% 0% 0% 0% 0%
5% 0% 0% 0% 0% 0% 0%
$1,484,375 $2,200,000 $3,456,436 $870,000 $1,856,000 $6,487,763 $6,903,389
$47.50 $45 51 $31.24 $32.46 $37.12 $49.82 $22.00
0% 5% 20% 20% 20% 20% 20%
$47.50 $47.79 $37.49 $38.95 $44.54 $59.79 $33.60
-10.00% -15.00% -5.00% -5.00% -10.00% 25.00% 0.00%
0.00% 0.00% 0.00% -5.00% 0.00% 5.00% 10.00%
0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
0.00% 0.00% -5.00% 0.00% -5.00% 5.00% -5.00%
-5.00% 0.00% 0.00% -5.00% 0.00% 5.00% 5.00%
0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 10.00%
-15.00% -15.00% -10.00% -15.00% -15.00% -20.00% 20.00%
$40.38 $40.62 $33.74 $33.11 $37.86 $47.83 $40.32

Price P.SF. - Value Range: $33.11 - $47.83

Valte Conclusion (PER. SF):- $37.00

Value Conclusion - $2,643,206

| Rounded Value Conclusion 1.64 $2,640,000

Source: Carneghi-Blum and Partners, Inc.
05-ASF-030, February 2005, 05030 adf
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Scenario B- 1.64 acres _ $2,640,000

Scenario C - 3.04 acres $4,630,000

VL  Purpose, Scope, Date of Valuation, Definition

A.

Client, Purpose, Intended Use and Intended User of Appraisal

The client for this appraisal is Ms. Cecily Talbert of Bingham McCutchen LLP. The
purpose of this appraisal is to estimate the market value in the subject property under
two valuation scenarios. It is our understanding that the intended use/user for this
appraisal is for the exclusive use by Bingham McCutchen and their client for
assistance in decisions relating to approvals and funding of the Wood Street Project
including review by the local govemment agencies. This report should not be used
or relied upon by any other parties for any reason.

Scope of Appraisal

The scope of this appraisal report is to utilize the appropriate approachés to value in

accordance with Uniform Standards of Professional Appraisal Practice (USPAP) to

arrive at a market value conclusion. Specific steps include the inspection of the sub-

ject property and the research and analysis of comparable data to arrive at value indi-

cations as put the following report.

Type of Appraisal and Reporting Format

This is a complete appraisal in a summary report.

Appraisal Dates

The effective date of valuation is February 4, 2005.

The date of this appraisal report is February 17, 2005.

Definition of Terms

1. Market Value (OCC 12 CFR 34.42 (g)} (OTS 12 CFR, Part 564.2 (g))
“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, knowledgeably and
assuming the price is not affected by undue stimulus. Implicit in this

CC B CARNEGHI-BLUM & PARTNERS, INC.
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definition is the consummation of a sale as of a specified date and the passing
of title from seller to buyer under conditions whereby:

a.

b.

Buyer and seller are typically motivated;

Both parties are well informed or well advised, and acting in what
they consider their own best interest;

A reasonable time is allowed for exposure in the open market;

Payment is made in terms of cash in US dollars or in terms of
financial arrangements comparable thereto; and

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.

2. Fee Simple Interest (The Appraisal of Real Estate, 11th Edition, 1996,

p137)

A fee simple interest in valuation terms is defined as “... 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.” It is an inheritable estate.

VII. Limiting Conditions

Extraordinary Limiting Conditions

1. It is an assumption of this appraisal that the subject property is zoned, General
Planned and approved for 215 residentiai dwelling units.

2. The subject property is currently improved with an older industrial building as well
as elevated train tracks and baggage wing. These improvements are planned to be
removed and it is an assumption of this appraisal that the subject is in vacant
unimproved condition.

3. The concluded value of the subject property in this report assumes that the property
is free and clear of any toxic contamination.

3 CARNEGHI-BLUM & PARTNERS, INC.
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Standard Limiting Conditions

4,

10.

11.

B

It is the client's responsibility to read this report and to inform the appraisers of any
errors or omissions of which he/she is aware prior to utilizing this report or making
it available to any third party.

No responsibility is assumed for legal matters. It is assumed that title of the property
is marketable and it is free and clear of liens, encumbrances and special assessments
other than as stated in this report.

Plot plans and maps are included to assist the reader in visualizing the property.
Information, estimates, and opinions furnished to the appraisers, and contained in the
report, were obtained from sources considered reliable and believed to be true and
correct. However, no responsibility for accuracy of such items furnished the
appraisers is assumed by the appraisers.

All information has been checked where possible and is believed to be correct, but
is not guaranteed as such.

The appraisers assume that there are no hidden or unapparent conditions of the
property, subsoil, or structures, which would render it more or less valuable. The
appraisers assume no responsibility for such conditions, or for engineering which
might be required to discover such factors. It is assumed that no soil contamination
exists as a result of chemical drainage or leakage in connection with any production
operations on or near the property.

In this assignment, the existence (if any) of potentially hazardous materials used in
the construction or maintenance of the improvements or disposed of on the site has
not been considered. These materials may include (but are not limited to) the
existence of formaidehyde foam insulation, ashestos insulation, or toxic wastes. The
-appraisers are not qualified to detect such substances; the client is advised to retain
an expert in this field.

The appraisers are not required to give testimony or appear in court in connection
with this appraisal unless arrangements have been previously made.

Possession of this report, or a copy thereof, does not carry with it the right of
publication. It may not be used for any purpose by any person other than the party
to whom it is addressed without the written consent of the appraisers, and in any
event only with the proper written qualification, only in its entirety, and only for the
contracted intended use as stated herein.

= CARNEGHI-BLUM & PARTNERS, INC.
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12.  Neither all nor part of the contents of this report shall be conveyed to the public
through advertising, public relations, news sales, or other media without the written
consent and approval of the appraisers, particularly as to the valuation conclusions,
the identity of the appraisers, or any reference to the Appraisal Institute or the MAI
designation.

VIII. Certification of Appraisers

We, the undersigned, hereby certify that, to the best of our knowledge and belief: the
statements of fact contained in this report are true and correct; the reported analyses,
opinions, and conclusions are limited only by the reported assumptions and limiting
conditions, and are our personal, impartial, and unbiased professional analyses, opinions, and
conclusions; we have no present or prospective interest in the property that is the subject of
this report, and we have no personal interest with respect to the parties involved; we have
no bias with respect to the property that is the subject of this report or to the parties involved
with this assignment; our engagement in this assignment was not contingent upon
developing or reporting predetermined results, our 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; the appraisal assignment was not based on a requested
minimum valuation, a specific valuation, or the approval of a loan; our analyses, opinions
and conclusions were developed, and this report has been prepared in conformity with the
Uniform Standards of Professional Appraisal Practice, Code of Professional Ethics and the
Standards of Professional Appraisal Practice ofthe Appraisal Institute, and is in compliance
with FIRREA; Chris Carneghi and Sara Cohn have made a personal inspection of the
property that is the subject of this report; no one provided significant real property appraisal
assistance to the persons signing this certification. The use of this report is subject to the
requirements of the Appraisal Institute relating to review by its duly authorized
representatives. As ofthe date ofthis report Chris Carneghi bas completed the requirements
under the continuing education program of the Appraisal Institute. In accordance with the
Competency Provision in the USPAP, we certify that our education, experience and
knowledge are sufficient to appraise the type of property being valued in this report.

€ E2 > CARNEGHI-BLUM & PARTNERS, INC.
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‘We are pleased to have had this opportunity to be of service. Please contact us if there are any
questions regarding this appraisal.

Sincerely,

CARNEGHI-BAUTOVICH & PARTNERS, INC.

Certified General Real Estate Appraiser
State of California No. AG001685

Sara A. Cohn, MAI
Certified General Real Estate Appraiser
State of California No AG014469

/ss
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QUALIFICATIONS OF CHRIS L. CARNEGH], MAI
California Certified General Real Estate Appraiser No. AG001685

Chris Carneghi is the President of Carneghi-Blum & Partners, Inc., a California Corporation providing real estate appraisal and
consulting services. The following is a summary resume of his background and experience.

EXPERIENCE

Mr. Cameghi has more than 25 years of experience as a real estate appraiser, arbitrator and consultant in the fields of real estate
and urban economics. He has conducted numerous real estate appraisals of office buildings, research and development (R&D)
buildings, industrial facilities, retail stores and shopping centers, hotels, apartments, condominiums and vacant land, Mr. Cameghi’s
real estate appraisal expertise is focused on urban/suburban buildings, development projects and land. He has extensive experience
in appraising real estate for condemnations, rental and other appraisal arbitration matters, property tax assessment appeals,
mortgage loans, assessment districts, community facilities districts and similar public finance bond financing. Analysis and
valuation of leasehold, leased fee and other real estate interests are standard areas of practice, He also has experience in cost
revenue analyses as they relate to municipal fiscal impacts from a land use project. Mr. Cameghi has been a Member of the
Appraisal Institute (MAJ) since 1982.

Mr. Cameghi frequently provides litigation support and serves as an expert witness in court or in private arbitration proceedings.
He also acts as either a neutral or party arbitrator in resolving matters of real estate values, rents and related issues. He has been
qualified as a real estate appraisal expert and provided testimony in the California Superior Courts of San Francisco, Santa Clara,
San Mateo, Marin, Contra Costa and Alameda Counties and in the Federal United States Bankruptcy Courts in Oakland, San
Francisco, San Jose, San Diego and Santa Rosa. He has been qualified as a real estate expert and testified in Federal Tax Court
in San Francisco, in California Public Utilities Commission (PUC) hearings in San Francisco and in hearings conducted at the
American Arbitration Association (AAA) and Judicial Arbitration and Mediation Service (JAMS) in various locations.

Carneghi-Blum & Partners, Inc. is a real estate appraisal and urban economics consulting company. The firm has a staff of
approximately 20 real estate appraisal and market research professionals and maintains offices in San Francisco and San Jose,
California. Mr. Camneghi bas overall management responsibility for the firm, as well as being the partner in charge of many
specific appraisal, arbitration and consulting assignments.

After graduating with academic distinction from the University of California at Berketey in 1972, he worked for several years with
Paul Fullerton, MA, on real estate market research with emphasis on downtown rejuvenation studies. He then spent two years
with Kaiser-Aetna, a national real estate development partnership, managing market research and financial analysis for their special
projects office, Following this, he was the project economist for the City of San Jose Economic Development and Redevelopment
Program.

In 1977, Mr. Carneghi established the firm of Urban Economics Corporation, a real estate consulting firm, In 1979, he merged
Urban Economics with the firm of Fullerton-Mills, a real estate appraisal firm established in 1972. The merger resulted in Mills-
Carneghi, Inc, (later Mills-Carneghi-Bautovich, Inc.). The company becarne Cameghi-Bautovich & Partners, Inc. in August 1989
and was renamed Carneghi-Blum & Pariners, Inc. in July 2004.

Other related experience includes teaching, speaking and publications on various facets of real estate appraisal, arbitration and
market research which are listed below. Mr, Carneghi has served on the board of directors of a condominium project. He wasa
consultant to the San Jose City Council Jobs and Housing Committee, which was charged with investigating the fiscal impact of
the imbalance between jobs and housing in that city, and a consultant to the Cupertino City Council concemning the feasibility of
high density residential development in that city. He has also made numerous presentations to the rating agencies of Standard and
Poor’s and Moody’s in connection with market studies concerning mortgage revenue bond programs.

PROFESSIONAL AFFILIATIONS & STATE CERTIFICATION

MAI Designation: (No. 6566) Appraisal Institute
Chairman Admissions Committee: AIREA Chapter 11, 1987
State of California Certified General Real Estate Appraiser No. AG001685

EDUCATION
Bachelors Degree: Urban Studies, University of California at Berkeley, 1972

Masters Degree: Business Administration, San lose State University, 1978

(Revised 11/04- QCC)



Qualifications of Chris L. Carneghi, MAI
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TEACHING
Course: Real Estate Appraisal (RE 302), Instructor
Location:  Golden Gate University, San Francisco, Spring 1989
Course: Topics in Rea! Estate (BA 296), Guest Lecturer
Location:  University of California at Berkeley, Spring 1988
Course: Real Estate and Urban Planning (URB P 196H), Instructor
Location:  San Jose State University, Spring 1981
Course: Real Estate Appraisal Problems (BUS 104), Instructor
Location:  San Jose State University, Fall 1980, Spring 1581

SPEAKING
Topic: Before You Say Yes - Qualifying Appraisal Clients, Engaging Assignments, and Product Pricing
Location:  Appraisal Institute Northern California Chapter, Fall Conference, San Francisco, October 2004
Topic: Exchange and Deposition - The Litigation Process Involving a Real Estate Appraiser as an Expert
Location:  Appraisal Institmte Northern California Chapter, Fall Conference, San Francisco, November 2003
Topic: The Issue of Specific Defendant Compensation For An Unrecorded Public Interest in a Condemned Parcel of Land

Location:  Case Studies in Eminent Domain Seminar; Northern California Chapter of Appraisal Institute; Oakland, June 2003
Topic: Rent Arbitration in Volatile Market Conditions
Location;”  San Francisco Real Estate Roundtable, October 2002

Topic: Demolition and Toxic Contamination Problems in Real Estate Appraising

Location:  Santa Clara County Assessor’s Training Conference, September 2002

Topic: Appraisal Crossfire: Controversies in the Profession

Location:  Appraisal Institute San Francisco Bay Area Fall Conference, October 1997

Topic: Reviewing the Reviewer in Real Estate Appraisal

Location:  Appraisal Institute San Francisco Bay Area Fall Conference, October 1993

Topic: Property Acquisition Workshop - Nonprofit Housing

Location: San Francisco Redevelopment Agency, February 1993

Topic: Americans with Disabilities Act {ADA) & Unreinforced Masonry Buildings (UMB)
Location:  Appraisal Institute San Francisco Bay Area Fall Cenference, October 1992

Topic: Private Real Estate and Public Planning

Location:  San Jose State University, Urban Planning 143 & 275F, April 1992

Topic: Real Estate Appraising in a Changing Market

Location:  Peat Marwick Real Estate Study Group, Apri! 1989, Sept 1985 and June 1984
Topic: Capitalization of First Year Income for a Property in a Market Involving Rent Concessions
Location: AIREA Chapter 11 Meeting, February 1989

Topic: Appraised Values - Downtown Area

Location:  City of San Jose Real Estate/Relocation/Appraisal Division, September 1938

Topic: Rent Concessions in the Appraisal Process

Location: ~ AIREA Chapter 11 Meeting, March 1987

Topic; Appraising: Where Are We?

Location:  AIREA Chapter 1! Meeting, 1985

Topic: Development Approach to Industrial Land Valuation in an Inflationary Period
Location: Society of Industrial Realtors Appraisal Committee, San Francisco, November 1982
Topic: Market-Feasibility Studies for Mortgage Revenue Bond Programs

Location: Seminar sponsored by Dean Witter Reynolds, 8t. Francis Hotel, San Francisco, August 1981
Topic: Feasibility Studies in Real Estate Valuation

Location:  Valley Seminar sponsored by Sierra Chapter SREA, Modesto Jr College, April 1981
Topic: Economic Feasibility of Downtown Office Buildings

Location: Building Owners and Managers Association Northwest Regional Conference, Spokane, Washington, October 1979

PUBLICATIONS
Article: Appraisal Arbitration: The Role of the Real Estate Appraiser in Resolving Value Disputes
Publication: The Appraisal Journal, April 1999
Article: Determining Ground-1.ease Rental Rates
Publication: The Appraisal Journal, April 1994
Article: Real Estate Appraising Under Rd1c
Publication: San Jose Business Journal, March 1987
Article: Specialty Shopping Centers: Factors of Success and Failure
Publication: The Appraisal Journal, October 1981
Article: San Jose Office Market

Pablication: Western Real Estate News, 1976

(Revised 11/04- QCC)



QUALIFICATIONS OF SARA A. COHN, MAI

EXPERIENCE

Sara A. Cohn is a Senior Appraiser and Project Manager with Carneghi-Blum & Partners, Inc.,
based in the San Francisco office. Carneghi-Blum & Partners provides real estate appraisal and
consulting services in the San Francisco Bay Area. Clients include financial institutions, govern-
ment agencies, law firms, development companies and individuals. Typical assignments include
both valuation and evaluations of a broad variety of property types, uses and ownership consider-
ations.

Ms. Cohn joined Carneghi-Blum & Partners, Inc. (formerly Carneghi-Bautovich & Partners, Inc.)
in 1988. Her responsibilities include the preparation of narrative appraisals on commercial,
industrial, residential and retail properties. Recent work involved the analysis of residential
subdivisions, valuation of low-income housing and tax credits, proposed assessment districts,
commercial and industrial properties as well as co-housing projects.

EDUCATION

Bachelor of Arts, University of California, Berkeley, 1978

Successful completion of all professional appraisal courses offered by the Appraisal Institute as
a requirement of membership.

Continued attendance at professional real estate lectures and seminars.
PROFESSIONAL AFFILIATION

Appraisal Institute - MAI Designation (Member Appraisal Institute) No. 12017
Continuing Education Requirement Complete

STATE CERTIFICATION

State of California Certified General Real Estate Appraiser No. AGO14469
Certified Through March 2005 ‘

State of California Licensed Landscape Architect No. 2102
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February 18, 2005

Mr. Robent Stevenson
Project Manager

BUILD, LLC

345 Spear Street, Suite 700
San Francisco, CA 94105

Re: Wood Street Projects

Dear Mr. Stevenson:

Conley Consulting Group is pleased to present this analysis of the potential property tax
increment revenues which could be generated by the seven proposed developments along
Wood Street in Oakland, California. Because these developments are located within the
Oakland Ammy Base Redevelopment Project Area (Project Area), the incremental property taxes
generated by the development and sales or rental of the residential and commercial
development in these projects will be available to the Redevelopment Agency o fund
revitalization efforts by issuing Municipal Bonds backed by the incremental property tax. This
analysis represents an update 1o the analysis prepared in CCG's memo of February 4, 2004
which also projected tax increment generated and supportable bond capacity of the Wood
Street projects.

fhe purpose of this analysis is two fold: first to estimate the tax increment that will be generated
by the development of the propased developments in the Wood Street Zoning District, and
second, to estimate the amount of bonds that couid be supported by that tax increment flow.

This analysis further disaggregates the property tax increment into two distinct pools of funds.
The first is discretionary increment or funds which can be used for any purpose consistent with
the Redevelopment Plan. The second pool is composed of increment that is set aside (by State
Law and local practice) exclusively for low and moderate income housing. The projection period
starts in 2005 (when construction of the first of the seven developments is expected to start) and
2030 (when the Project area terminates).

Real Estate Economics
Development Sirategy
Econemic Bevsiopmont

Tel 510.625.1448
Fax 510.625.115¢

311 Oale Street, Suite 110

QOaldand, Calfornia 94607

ccg@conley-group.com

www.conley-group.com 10745.023 2-18 summary of findings
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L SUMMARY OF FINDINGS

Tax Increment—OQver the remaining life of the Project Area, the Wood Street projects will
generate $147.0M of total property tax increment revenues to the Redevelopment Agency (see
Table 6).

Discretionary Increment—During this period $55.0 M in discretionary increment, net of the
Housing set aside and revenues passed through to other taxing entities, will be generated by
the Wood Street developments (see Table 6).

Housing Set Aside—In total, the Wood Street developments will generate an additional $36.8
M in contributions to the housing set aside fund through 2030 (see Table 6).

Bonding Capacity—The discretionary tax increment can be used to support a bond issue.
While it is likely that any tax increment bonds would actually be Issued in concert with other
Redevelopment Agency financial efforts, and supported by a broader base of tax payers, we
have estimated the amount of bond funds that could be solely supported by the tax increment
generated by the Wood Street projects, based on conversations with Agency staff. The timing
of the bond issue is a key determinant of the amount that can be supporied by project-
generated revenue. Thus, net proceeds based on a range of options for issuing bonds are
provided in the inset table below:

Year First Bond Second Bond Total Bond
In 2011 Capacity*
2006 $085M $13.51 M $14.36 M
2007 $1.09M $13.27 M $14.36 M
2008 $493M $043 M $14.38 M
2009 31093 M $343M $14.36 M
2010 $12.80 M None issued $12.80 M
2011 None issued $14.36 Million $14.36 M

Source: Conley Consulting Group, February 2005
* totals may not add due to independent rounding.

il. TAX INCREMENT PROJEGCTION METHODOLOGY
A. Development Scenario

The development scenario and market value assumptions upon which this projection is based
was provided by BUILD West Oakland, LLC, in consultation with the other developers proposing
projects in the Wood Street zoning district (see Table 1), This scenario is conservative, and
includes fewer units than the total development entitlement sought for each development area.
The scenario differs from that assumed in our February 2004 analysis with regard to timing: the
housing planned for development on Development Area (DA) #4 is delayed from the original
construction start date of February '05 to December '05 (see Table 2).

Conley Consuiting Group www.conley-group.com
10745.023 2-18 summary of findings PRINTED: 2/25/2005
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B. Assessed Value Timing Assumptions

Projected dates for the construction and sales period for each development are shown in Table
2. For the for-sale developments, CCG projected unit sales at a rate of 12 units per month.
Units sold by March are assumed to be placed on the assessment roll for that year. Units sold
after the March reassessment date are assumed to be placed on the assessment roll in the next
year. Property taxes are generated in the year that the units are placed on the roll. For the
apartments, the property is assumed to be placed on the roll at the time of completion.

C. Calculation of Base Year Values

Tax Increment is the increase in property taxes within the project area due to increases in
assessed value since the base year established at the time the redevelopment plan was
adopted. For the Oakland Army Base Project Area, the base year was 1999/00. Thus,
increases in property taxes over the amount generated in the base year are availabie as tax
increment financing to the Redevelopment Agency.

The assessed value for each of the Development Areas is shown in Table 3 for the base year
and for FY 2003-2004. These data show that significant increases in assessed valuation in the
project area have already occurred, due in part to property sales {Under Prop 13, property is
reassessed only upon sale. After an initial reassessment at the time of sale, assessed
valuation may be increased at a maximum rate of 2% per year). CCG calculated the base year
assessment for each parcel based on the 20034 AV, backing into the 1999/00 value. For
property which has been sold since the base year, we backed into a 1999/00 vaiue based upon
the value shown on the supplemental re-assessments notice issued by the Tax Collector after
the sale.

D. Calculation of New Assessed Value

For each Development Area, the new additions to assessed value are calculated for each year
in which initial unit sales are projected to occur (see Table 4). Prices are escalated forward to
the time of sale at a 3% annual escalation rate. Until each development area is constructed, the
property tax increment estimate is based on the value of the vacant site, escalated forward at
2% per year,

D. Calculation of Incremental Assessed Value and Incremental Property Taxes

Future a2ssessed values from the for sale housing is projected based on assumed rates of unit
turmover, reassessment to market value at the time of sale (market sales prices projected
forward at 3%) and 2% per year value annual escalation rate between sales (see Table 5).
Because turnover for apartment buildings is less frequent, no reassessment at resale is
projected. The assessed value at the base year is deducted to determine the incremental
growth in assessed value over the frozen base for each year of the projection period.

Next, the incremental base is divided into tiers upon which the tax sharing formulas are applied
per State Law, as shown in Table 6. For each period, the applicable tax sharing formuia,
ranging from 11.2% to 20% is applied.

This projection assumes that the State mandated Educational Revenue Augmentation Fund
{ERAF) shift, or transfer of Redevelopment Agency funds to the state government continues

Conley Consuiting Group www.conley-group.com
10745.023 2-18 summary of findings PRINTED: 2/25/2005



Letter to: Mr. Robert Stevenson February 18, 2005
Re: Wood Street Projects Page 4

throughout the life of the project area, although no special legislation is now in place to do so.
The amount of the shift is assumed to remain at a rate consistent with the ERAF shift for
Oakland in fiscal year 2004-5. The ERAF was assessed as a statewide revenue target
allocated to Redevelopment Agencies in the state at a rate equal to the proportion that Agency’s
tax increment revenues represented of the total amount of statewide tax increment. The ERAF
assessment was not based on revenues in individual project areas or projects. For 2004-5 the
shift was equivalent to roughly 8.84% of the total Increment received by the Oakiand
Redevelopment Agency in FY 2004. For the purpose of this analysis we have assumed that
8.84% of the increment generated by the group of projects proposed for Wood Street is
allocated to this shift of local funds to the State.

State of California Law mandates that no less than 20% of the gross tax increment be set aside
in a fund dedicated to production of low and moderate income housing. The Oakland
Redevelopment Agency has adopted a policy of increasing the housing set aside fund to equal
25% of the gross increment received. In the latest bond issue, the extra 5% set aside allocation
based on local policy, was treated as subordinate to debt service, and not deducted from funds
available to support the bonds. For this analysis we have conservatively assumed that both the
state mandated and local policy set aside funds are deducted before calculation of the
discretionary tax increment.

In sum, Table 6 identifies the amount of discretionary tax increment generated each year by the
group of developments in the Wood Street Zoning district.

. Bonding Capacity

Based on conversation with Agency Staff, the banding capacity of the project is projected using
only that portion of the increment from the 1% tax rate mandated by Prop 13. As noted
previously, the Redevelopment Agency receives revenues from a 1.175% tax rate, including the
override amounts approved prior to 1989. Table 7 identifies the bonding capacity supported

solely by the project-generated discretionary tax increment revenues, assuming revenues at
1%.

Table 7 shows the supportable bond amount(s) available for non-housing purposes based on
conservative assumptions regarding the factors that impact net revenues available from a
potential bond, including a 6% interest rate, a debt service coverage ratio of 1.25, a 30 year
term, and a 12.5% factor to cover the cost of issuance and reserves, The calculated bond
capacity varies from a supportable bond of roughly $854,000 in 2005 and a second bond of
$13.50 million by the year 2011, to a single bond of $14.36 million supportable in 2011.

Very Truly Yours,

Conley Consulting Group

Denise E. Conley
Principal

Conley Consulting Group www.conley-group.com
10745,023 2-18 summary of findings PRINTED: 2/25/2005



Table 1

Development Program and Value Assumptions
Wood Street Zoning District

BUILD West Qakland LLC

Page 1 of 11

Parcel Description Units’  Avg SF/Unit
Development Area 1 Townhouses (40 ft) - For-sale 68 1,400
Development Area 2 Stacked Flais/THs (50 ft) - For-sale 180 1,000
Development Area 3 Stacked Flats/THs (50 i) - For-sale 200 1,150
Development Area 6 Stacked Flats/THs (65 ft) - For-sale 182 1,000
Development Area 7 Stacked Flats/THs (50 ft) - For-sale 150 1,000
Development Area 8 Stacked Flais/THs (90 f) - For-sale 225 1.000
Total/Average For Sale 975 1,059
Development Area 4 Stacked Flais/THs (50 ft) - Rental 425 850
Development Area 5 Train Station Bldg*

Total Rental 425

Grand Total 1,400

1. To ba conservative, the number of units are less than the total entitlements sought for each Parcel.

2. Canservatively, assumed no value for Train Station.

Market Appreciation 3%
Market Valuation year 2003

Source: BUILD Wast Oakland LLC.

Value/SF

$270
305
290
305
305
305
$298

$175

Assessed
Value/Unit Value

$378,000 $25,704,000
305,000 45,750,000
333,500 66,700,000
305,000 55,510,000
305,000 45,750,000

305,000 £8,626,00
$315,837 $308,029,000

166,250  $70,656,250
S
$70,656,250

$378,6985,250

Conley Consuiting Group
2/22/2005
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Table 2 Page 2 of 11
Developtnent and AV Timing Assumptions
Wood Street Zoning District
BUILD West Qakland LLC —

Construction Period Sales penod

Sales Sales Units Soid and in AV by Year

Parcel Start Complete Months Total permo #mos  Start Complete 2004 2005 2006 2007 2008 2008 2010 2011 2012 2013
Development Area 1 Dec-05 Mar-07 16 68 12 57 Mar07 Aug-07 land 12 56
Development Area 2 Dec-05 Jun-07 18 150 12 125 Jun07  Jun08 120 30
Development Araa 3 Jun-06 Qct-07 16 200 12 187 Oct-07  Feb-09 land 72 128
Development Area 6 Jun-07 Jul-09 25 182 12 152  JuH09  Sep-10 land 108 74
Development Area 7 Jan-03 Jan-11 24 150 12 125 Jan-11 Jan-12 36 114
Development Area 8 Feb-09 Feb-11 24 225 12 18.8 Feb-11  Aug-12 24 144 &7
Total/Average For Sale 975 12 245 158 108 134 258 &7
Development Area 4 Dec-05 Jui-08 Y| 425 425
DevelopmentArea5* Dec-08 Dec07 12 1
Total Rental
Total 1400 0 ] o 12 249 583 108 134 258 57

* timing of station building dependent on availability of funds.

Source: BUILD West Oakland LLC.

Coniey Consulting Group
2122/2005
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Table 3

Existing Assessed Value by Parcel
Wood Street Zoning District

BUILD West Oakland LLC

Page 3 of 11

Est. Base Year

2003-2004

BUILD Parcel # APN Assessed Value Assessed Value Description
Development Area 1 0Q-315-6 $1,659,070 $3,184,300 Long narrow parcel from 10th & Cedar to 14th
Development Area 2 6-29-2 2,083,181 * 4,800,000 sold fall 2004
Development Area 3 6-29-1 1,542,036 ' 4,027,200 Block bounded by 12th, Wood, & 14th
Development Area 4 0-310-12 2,351,100 ' 6,954,000 Bounded by 14th, diagonal, and 16th
Development Area 5/6 0-310-13 2,136,900 ! 4,364,000 Wood from 16th to 18th
Development Area 7 0-310-14 1,198,163 2 1,322,869 Wood from 18th to 20th
Development Area 7 0-310-7-7 - - AV included with other portion of Parcel 7 (above).
Development Area 8 0-310-3-8 153,508 2 169,585 Comer parcel at 20th, bounded by diagonal and railroad arc.
Development Area 8 0-310-3-9 526,759 2 581,584 Bounded by Wood, West Grand, and railroad are.
Development Area 8 0-310-3-10 48,907 ? 53,997 Long narrow strip between 3-8 and 3-11 )
Development Area 8 0-310-3-11 - - Assessed value included in other parcels

Total $11,599,714 $ 25,257,535

1. These parcels sold recently which resulted in increased assessed value. The estimated base year value for these parcels is
the taxable value on the role shown on the notice of supplementat assessments for each parcel.
2. For these parcels, the1999/00 base year value is the 2003/04 assessment reduced by 2% per year to account for the annual

increase.

4. The western boundary of the parcels is defined generally by the freeway right-of-way, indicated on the parcel maps as a diagonal black and

white line.

Source: County of Alameda and Supplemental Tax Bills

Conley Consulting Group
2/25/2005
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Table 4 Page 4 of 11

New Assessed Value by Year

Wood Street Zoning District

BUILD West Oakiand LLC

thousands of dolfars

AV From Deveiopment Sales

Parcel 2004 2005 2006 2007 2008 2008 2010 - 2011 2012 2013
Price Escalator’ 106% 109% 113% 116% 119% 123% 127% 130% 134%
Development Area 1 5 - % - % 5105 5 24540 § - § - 8 - 8 - 8 -
Development Area 2 - - - 42,429 10,826 - - - -
Development Area 3 - - - 27,836 50,972 - - - -
Deveiopment Area 6 - - - - - 40,512 28,591 - -
Development Area 7 - - - - - - 13,809 45,367 -
Development Area 8 - T - - - - - 9,273 57,306 23,364
TotalAverage For Sale [ - 3 - § - $ 5105 $ 94805 $ 61897 $ 40512 $ 51,773 $102673 §$ 23,364
Development Area 4 - - - - 84,367 - - - -
Total Rentai $ - 8 - 8 - $ - 8 - § B43867 § - 8 - $ -3 -
Total $ - % - % - 3 5105 § 94805 $ 1465265 §$ 405612 $ 51,773 $102673 §$ 23,364
Undeveloped Land Vaiue — Including Recent and Planned Transactions

Parcet Sale Value® 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Development Area1 $ 2,584 2,584 2,638 2,688 2,258 - - - - - -
Development Area 2 4,600 4,600 4,692 4,788 4,882 996 - - - - -
Development Area 3 7,455 7,455 7,604 7,756 7,911 5,165 - - - - -
Development Area 6 6,000 4,364 6,000 6,120 6,242 6,367 6,495 2,693 - - -
Development Area 7 1,323 1,349 1,376 1,404 1,432 1,461 1,490 1,155 - -
Development Area 8 805 a21 838 854 872 889 907 826 213 -
Total/Average For Sale 20,638 21,131 23,102 23,564 23,552 14,831 8,844 5,080 1,881 213 -
Development Area 4 6,954 7,093 7,235 7,380 7.527 - - - - -
Development Area 5

Total Rental - 8,954 7.093 7,235 7.380 71,527 - -

Total Land AV $ 20639 § 28085 § 30,195 $ 30,799 $ 30931 22,358 8,844 5,080 1,981 213 -

1. Market escalation of 3% per year assumed.
2. Land sales prices from BUILD West Qakland LLG

Conley Consulting Group 10740.028 updated timing—1.175 tax rate 02-21-05.xls, Buildout
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Table § Page 5 of 11

Assessed Value by Year
Wood Street Zoning District
BUILD West Oakland LLC
$000s of dolfars

2006 2006 2007 2008 2009 2010 201 2012 2013 2014 2015 2016
Undeveloped Land $30,195 $30799 § 30031 § 22358 $§ 8844 § 5,000 § 1981 &% 213§ - § -5 - § -
For-Sale Housingl :
2005 Sales - . - - - - - - - - - -
2006 Sales . - - - - - - - - - -
2007 Sales 5,108 5,215 5,333 5,459 5,594 5,736 5,886 6,043 6,207 6,378
2008 Sales 94,806 96,837 9,032 101,381 103,880 106,521 109,302 112,218 115267
2009 Sales 51,897 63,224 64,657 66,191 67,822 69,547 71,362 73,266
2010 Sales 40,6512 41,380 42,318 43,322 44,390 45,518 46,707
2011 Sales 51,773 52,882 54,081 55,364 56,728 58,171
2M2 Sales 102,673 104,873 107,242 109,704 112,500
2013 Sales 23,364 23,865 24,405 24,985
Total - - 5105 100,020 164,067 208,227 264,785 373,680 405,869 415759 426,234 437,274
Rental Housing and
Station Bullding :
Initial Value - - - - 84,367 - - - - . - -
Statutory Growth - - - - - 86,055 87,778 88,531 91,322 93,148 05,011 96,911
Resale Increase® ,
Total - - - - 84,367 88,055 87,778 89,531 91,322 93,148 95,011 96,911
Total Assessed Value 30,185 30,799 36,037 122,378 257,279 209,31 354,542 463 424 497,191 506,908 521,245 534,185
Base Year AV 11,600 11,600 11,600 11,600 11,600 11,600 11,600 11,600 11,600 11,600 11,600 11,600
AV Increase over Base 18,586 18,200 24,437 110,779 245,679 287,772 342,942 451,825 485,591 497308 508,645 522,586

1. For Sale housing assessed value increases in years subsaquent to the first sale assuming 7 year average turnover, and 3% market appreciation.
2. Rental housing is not assumed to resale after initial placement on tax roles.

Conley Consulting Group 10740.028 updated timing—-1.175 tax rate 02-21-05.xis,av by year
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Table 5 (continued)
Assessed Value by Year

Page & of 11

Wood Street Zoning District
BUILD West Qakland LLC
$000s of doflars

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2b28 2029 2030
Land Sales
For-Sale Housing'
2005 Sales - - - - - - - - - - - - - -
2006 Sales - - - - - - - - - - - - - -
2007 Sales 6,557 6,742 6,934 7,134 7,340 7,554 7.774 8,002 8,238 8,481 8,732 8,991 9,258 9,534
2008 Sales 118,448 121,756 125200 128,770 132,471 136,304 140,269 144,369 148,605 152,880 157497 162,159 166,968 171,929
2009 Sales 75,257 77.333 79,495 81,741 84,072 86,489 88,991 91,580 94,256 97,022 99,879 102,828 105,872 109,012
2010 Sales 47,953 49,266 50,615 52,030 53,500 55,026 56,807 58,245 58,938 61,691 63,502 65,371 67,301 69,293
2011 Sales 59,689 61,282 62,947 64,684 66,492 68,371 70,321 72,342 74,435 76,600 78,839 81,153 83,542 86,009
2012 Sales 115,361 118,372 121,530 124,833 128,277 131,863 135589 1394568 143,464 147614 151909 156,349 160,937 165,675
2013 Sales 25,600 26,251 26,937 27,655 28,407 29,190 30,006 30,854 31,734 32,646 33,591 34,568 35,578 36,622
Total 448,865 450,995 473658 486,847 500,559 514,796 529,558 544848 560,672 577,036 593,949 611419 629,457 648,074
Rental Housing and
Station Building
Initial Sales - - - - - - - . - - - - - -
Statutoly Growth 98,850 100,827 102,843 104,800 108,998 109,138 111,321 113,547 115818 118,135 1204987 122,907 125,365 127,873
Resale Increase?
Total 88,850 100,827 102,843 104,200 106,998 109,138 111,321 113,547 115818 118,135 120497 122907 125,365 127,873
Total Assessed Value 547,714 581,822 576,501 591,747 607,558 623,934 640,879 658,395 676490 695171 714446 734,326 754,822 775,947
Base Year AV 11,600 11,600 11,600 11,600 11,600 11,600 11,600 11,600 11,600 11,600 11,600 11,600 11,600 11,600
AV Increase over Base 536,115 550,222 564,901 580,147 595958 612,334 629,279 646,796 664,891 683,571 702,847 722,726 743,223 764,347

Conley Consulting Group
222/2Q05
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Page 7 of 11

Table 6

Tax Increment Available @ 1.175% Tax Rate

After Sharing Agreements

Wood Street Zoning District

BUILD West Oakland LLC

$000s of dollars :

Fiscal year ending July 1 200 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Year of Redevelopment Plan 3 4 5 6 7 8 9 10 1 12 13 14
Total Incremental AV 18,596 19,200 24437 110779 245679 287,772 342942 451,825 485591 497,308 509645 522586
2nd Base for sharing 55,170 164,053 197,819 209,536 221,874 234814
3rd Base for sharing

Gross Tax Increment 1.175% 218 226 287 1,302 2,887 3,381 4,030 5,309 5,706 5,843 5,988 6,140
Cumulative Gross TI 147,036 218 444 731 2,033 4,920 8,301 12,330 17,638 23,345 29,188 35177 41,317
AB1290 Pass Thru

First Tier 20.0% 44 45 57 280 577 676 806 1,062 1,141 1,169 1,198 1,228
2nd Tier 16.8% 0 0 0 0 0 0 108 324 380 414 438 464
3rd Tier 11.2% 1] Q 2 0 [t} 1] Q v} Q ] 1] 0
City & Taxing Agencies 44 45 57 260 577 676 815 1,386 1,532 1,582 1,636 1,692
ERAF Payment1 8.84% 19 20 25 115 255 299 356 469 504 517 529 543
Cumulative ERAF 12,998 19 39 65 180 435 734 -1,090 1,559 2,064 2,580 3,110 3,652
Housing Set Aside? 250% 55 56 72 325 722 845 1,007 1,327 1,426 1,461 1,497 1,535
Cumulative H.S.A 36,759 55 14 183 508 1,230~ 2,075 3,083 4 410 5,836 7,297 8,794 10,329
Discretionary Increment 101 104 133 601 1,333 1,561 1,751 2127 2,243 2,284 2,326 2,371
Cumulative Funds Available I 55,058 | 101 205 338 938 2,271 3,832 5,583 7,710 9,953 12,237 14563 16,93

' Per the Redevelopment Agency 2005 Budget, the ERAF shift represented 8.84% of the Agency's Increment Flow.
? For purposes of caiculating supportable bonds, Housing Set Aside was estimated at the 20% state mandated level.

Conley Consuiting Group
22212005
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Page 8 of 11

Table 6 (continued)

Tax Increment Avalilable @ 1.175% Tax Rate

After Sharing Agreements

Wood Street Zoning District

BUILD West Qakiand LLC

$000s of doltars

Fiscal year ending July 1 2017 2018 2p19 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
Year of Redevelgpment Plzan 15 16 17 18 19 20 21 22 23 24 25 26 27 28
Total Incremental AV 536,115 550,222 564,901 580,147 585958 612,334 629,279 646,796 664,891 683,571 702,847 722,726 743,223 764,347

2nd Base for sharing 248,343 262,451 277,129 292,376 308,186 324,563 341,507 358,024 377,119 395800 415075 434955 455451 476,576

3rd Base for sharing 16,945 34461 52556 71,237 90,512 110,392 130,888 152,013

Gross Tax [ncrement 6,299 6465 6,638 6,817 7003 7,195 7,394 7,600 7,612  B,032 8,258 8,492 8,733 8,981

Cumulative Gross T . 47,617 54,082 60,719 67,536 74,538 81,733 89,127 96,727 104,540 112,572 120,830 129,322 138,086 147,036

AB1290 Pass Thru

First Tier 1,260 1,293 1,328 1,363 1.401 1,439 1,479 1,520 1,562 1,606 1,652 1,698 1,747 1,796
2nd Tier 490 518 547 577 6o8 641 674 708 744 781 818 859 899 941

3rd Tier g 2 0 1} ] g 22 45 €9 24 s 145 172 200
City & Taxing Agencies 1,750 1,811 1,875 1,840 2,009 2,080 2,175 2,274 2376 2,481 2,590 2,702 2,818 2,937
ERAF Payment 557 572 587 603 619 636 654 672 691 710 730 751 772- 794
Cumulative ERAF 4,209 4,781 5,368 5,870 6.589 7,225 7.879 8,551 9,241 9,951 10,681 11,432 12,204 12,988
Housing Set Aside 1,575 1,616 1.659 1,704 1,751 1,799 1,849 1,900 1,953 2008 2,065 2,123 2,183 2,245
Cumulative H.8.A 11,904 13520 15,180 155884 1B635 20,433 22,282 24,182 26,135 28,143 30,208 32,331 34514 36,758
Discretionary Increment 2,418 2,466 2,517 2,569 2,624 2,680 2,717 2,754 2,793 2,832 2,874 2,916 2,960 3,005

Cumulative Funds Availabie 18,351 21,817 24,334 26,904 29,528 32,208 34,925 37679 40,472 43,304 46,178 49,094 52,083 55,058

Conley Consulting Group 10740.028 updated timing—1.175 tax rate 02-21-05.xls, Property Tax
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Table 7

Tax increment Available @ 1.00% Tax Rata

After Sharing Agreements

Wood Street Zening District

BUILD West Oakland LLC

$000s of dollars

Fiscal year ending Juiy 1 2005 2008 2007 2008 2008 2010 2011 2012 2013 2014 2015 2016
Year of Redevelopment Plan 3 4 5 i] 7 B 9 10 11 12 13 14
Total Incremental AV 18,596 19,200 24,437 110,779 245670 287,772 342,942 451,825 485501 497,308 509645 522,586

2nd Base for sharing 55170 164,053 197,819 209,536 221874 234,814

3rd Base for sharing

Gross Tax Increment 1.00% 188 192 244 1,108 2,457 2,878 3,429 4518 4856 4973 5086 5226

Cumulative Gross Ti 186 378 622 1,730 4187 7,065 10,494 15012 19,868 24,841 29,938 35,164

AB1290 Pass Thru

First Tier 20.0% a7 38 49 222 491 576 686 904 871 995 1,019 1,045

2nd Tier 16.8% 0 0 0 0 0 0 93 276 332 352 373 394

3rd Tier 11.2% [} 0 g ) Q 0 2 Q g g 9 9
City & Taxing Agencies 37 38 49 222 491 576 779 179 1304 1,347 1,392 1,440

ERAF Payment' 8.84% 16 17 22 98 217 254 303 399 428 440 451 462
Cumulative ERAF 16 33 55 153 370 625 928 1327 1,756 2196 2,646 3,108
Housing Set Aside 25.0% 48 48 61 277 614 719 BS7 1130 1214 1,243 1274 1306
Cumulative H.S.A 45 94 166 433 1047 1766 2624 3753 4967 6210 7484 8791

Increment Available to Support Bond 86 89 113 511 1,134 1,328 1,490 1,810 1,909 1,944 1,980 2,018
Cumulative Funds Available 48,858 86 174 287 709 1833 3,261 4751 6,561  B471 10414 12,394 14412

! Per the Redevelopment Agency 2005 Budget, the ERAF shift represented 8.84% of the Agency's Incrament Flow.
% Represents the portion of the taxes paid by Wood Street projects that could be dedicated to a bond issue, per Agency Staff.

Conley Consulting Group 10740.027 updated development timing 02-21-05.xls, Property Tax
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Table 7 (continued)
Tax Increment Available @ 1.00% Tax Rate

Page 10 of 11

After Sharing Agreements

Wood Street Zoning District

BUILD West Oakland LLC

$000s of doflars

Fiscal year ending July 1 2017 2018 2019 2020 2021 2022 2023 2024 @ 2028 @ 2026 2027 2028 2028 2030
Year of Redeveiopment Flan 15 16 17 18 18 20 21 22 23 24 25 26 27 28
Total Incremental AV 535,116 550222 564,901 580,147 595958 612,334 620,279 646,796 664,891 683571 702,847 722,726 743,223 764,347

2nd Base for sharing 248,343 262451 277,129 292375 308,186 324,563 341,507 359,024 377,119 395800 415075 434,955 455451 476,576

3rd Base for sharing 16,8945 34461 52,556 71,237 90,512 110,392 130,888 152,013

Gross Tax Increment 5,361 5,502 5,648 5,801 5,860 6,123 6,293 6,468 6,649 5,836 7,028 7,227 7,432 7,643

Cumulative Gross Tl 40,525 46,027 51,676 57,477 63,437 69,560 75,853 82321 88,970 95806 102,834 110,061 117494 125137
AB1290 Pass Thru

First Tier 1,072 1,100 1,130 1,160 1,192 1,228 1,259 1,204 1,330 1,367 1,408 1,445 1,486 1,529

2nd Tier 417 441 466 491 518 545 574 603 634 665 697 3 765 801

3rd Tier 1] 0 1] 1} a 1] k] 39 59 80 01 124 147 170
City & Taxing Agencies 1,489 1,541 1,585 1,651 1,710 1,770 1,851 1,935 2,022 2112 2,204 2,300 2,398 2,500
ERAF Payment 474 486 499 513 527 541 556 572 588 604 621 639 657 676
Cumulative ERAF 3,582 4,069 4,568 5,081 5,608 5,149 6,705 7.277 7.865 8,468 9,091 9,726 10,386 11,062
Housing Set Aside 1,340 1,376 1,412 1,450 1,490 1,531 1,573 1,617 1,662 1,709 1,757 1,807 1,858 1,911

Cumulative H.S.A 10,131 11,507 12918 14,389 15859 17,390 18,963 20,580 22,242 23,951 25709 27,515 29,373 31,284
Increment Available to Support Bond 2,057 2,099 2,142 2,187 2,233 2,281 2,312 2,344 2377 2411 2,446 2,482 2,519 2,557
Cumulative Funds Available 16,460 18568 20,710 22,897 25130 27411 29,723 32,067 34,444 36,854 30,300 41,782 44,301 46,858

Conley Consulting Group
212272005
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Tabis 8
Bonding Capacity at 1,00% Tax Rate
. Wood Street Zoning District
BUILD West Oakland LLC
$0G0s of dolars
Figcal year ending July 1 TOTAL 2005 2006 2007 2008 2008 2010 201 2012
2004-2030
BONDABLE TAX INCREMENT
Digcretionary Tax increment 48,858 86 ae 113 511 1,134 1,328 1,480 1,810
Annuat Growth in Tax Increment B6 3 24 388 623 194 162 320
Net Bond Proceeds
First Bond in 2006 14,360 854 13,506
First Bond in 2007 14,360 1,087 13,273
First Bond in 2008 14,350 4,927 8,433
Fiest Bond in 2009 14,360 10,927 3,433
One Bond in 2040 12,798 12,798
Cne Bond in 2011 14,360 14,360
Key Assumptions
Bond Interest Rate 6% Two bonds assumed: The first using increment created by development through the
Bond Term 30  year prior to issuance; the second in 2011 based on the additicnal development
Infiation Rate 3% subsequent to the first bond.
Debt Coverage Ratio
issuancelreseives 12.50%

Conley Consulting Group
21222005
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SUMMARY

This report addresses the fiscal impacts of the proposed Wood Street Project in West Oak-
land.

The Wood Street Project ~ actually, a collection of several projects - would occupy approxi-
mately 29 acres of land in West Oakland. The project site is bounded -generally by West
Grand Avenue on the north, Wood Street and Pine Street on the east, 11th and 12th Streets
on the south, and Interstate 880 on the west.

The Draft Environmental Impact Report on the project considers three primary development
alternatives: a “Maximum Residential Scenario,” a “Maximum Commercial Scenario,” and a
“Maximum Trips Scenario.” These alternatives, which posit varying amounts of residential
and commercial development, are intended to test the impacts of these use combinations
on the environment. In this fiscal analysis, the Maximum Residential Scenario is considered
to be the project and is the focus of the study; the other two scenarios are evaluated in a
sensitivity analysis that also considers the effects of faster/slower buildout and different
rates of inflation on the project’s impacts.

Fiscal analysis is an examination of the revenues, costs, and fiscal balance associated with
public agency activities. This fiscal analysis provides a reasonable planning-level estimate of
the fiscal impacts of the proposed Wood Street Project, useful for anticipating whether the
project will pay its own way, generate surplus revenues that can be used by the City to
improve services, or generate deficits that will require the City to reduce services or find off-
setting sources of funds.

Key features of this fiscal analysis are:

=  Focus on one public agency. In this analysis for the Wood Street Project, the fiscal
analysis focuses on the City of Oakland.

= Focus on operating costs and revenues,
*  Exclusion of capital costs.

*  Focus on the General Fund. This feature is particularly important for the Wood Street
Project, which is located in a Redevelopment Project Area. As a consequence of this
location, increases in property tax revenue generated by the project would be diverted
to the Redevelopment Agency, and would not be available to pay for the ongoing oper-
ating costs of public service delivery covered by the General Fund. This allocation of
property tax increments occurs in all redevelopment project areas unless a different

arrangement is adopted explicitly; it is not unique to the Wood Street Project or the City
of Oakland.
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= Focus on direct costs and revenues.

The fiscal analysis presented in this report includes revenue sources that account for
approximately 61 percent of the total revenues and about 87 percent of the costs anticipated
in the City of Oakland budget for the General Fund for fiscal year 2003-04 (“FY 2004”). The
remaining revenues are excluded because they are not expected to be affected by the Wood
Street Project or are not predictable. The remaining costs are excluded because they are not
expected to be affected by the project. The treatment of revenues and costs (including
inciusion vs. exclusion in the analysis) is summarized in Tables 9 and 10 and discussed in
greater detail in Appendix A.

The proposed Wood Street Project is expected to yield a net fiscal cost for the City of Qak-
land’s General Fund. The cumulative net cost is projected to total $6.7 million (in FY 2004
dollars) through FY 2013 (the year of scheduled project completion) and $18.9 million (in FY
2004 dollars) through FY 2023 (10 years after scheduled completion).

Although the net cost of the project would be negative throughout the 19-year study period,
the deficit per capita would be smaller than the City's current per capita deficit in the Gen-
eral Fund. As indicated in Chapter 4, the current per capita deficit (considering the revenues
and costs included in this analysis) is $400, and the per capita deficit for the proposed proj-
ect in FY 2023 (in FY 2004 dollars) is estimated at $210.

The negative impact of the project results in large part from the location of the project site in
a redevelopment project area. Redevelopment diverts a significant proportion of the
increased property tax revenue generated by new development (that is, the property tax
increment) away from the General Fund and into the Redevelopment Agency, explicitly for
expenditure on capital facilities and programs that will benefit the project area. The impacts
of project location within a redevelopment project area are:

=  In the redevelopment area, the project is expected to contribute $5.2 million (in FY
2004 dollars) to the General Fund through FY 2023. If it were not in a redevelopment
area, this revenue would total $17.3 million. While this difference would not erase the
projected deficit from the project through FY 2023, it would reduce it by about 85 per-
cent.

*  |n the redevelopment area, the project is also expected to contribute $45.3 million to
the Redevelopment Agency through FY 2023: $16.3 million in housing set-aside funds
and $29.0 million in unrestricted funds. This money would not be available to the City
of Oakland if the project were not in a redevelopment area; instead, it would be distrib-
uted to the other public agencies that levy property taxes (e.g., Alameda County and the
Oakland Unified School District).

T “FY 2004" dollars, or “fiscal year 2004" dollars, eliminate the effects of inflation. They are used in this

analysis to present information so that it is expressed in amounts that are comparable to today's revenues
and costs. Appendix B provides a discussion of inflation, discounting, and constant vs. “nominal” dellars,
and presents the results of the fiscal analysis in nominal (inflated) dollars.
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Are there other reasons why the fiscal impact of the project is expected to be negative? The
property tax diversion explains much of the anticipated deficit, but other factors include:

Relatively modest housing prices. A 25 percent increase in housing prices would
reduce the projected cumulative deficit through FY 2023 with the project from $19.9
million to about $18.4 million.

The assumption that housing prices will increase at the same rate as overall inflation.
In recent years, the increase in housing prices in the Bay Area has been more rapid
than the general inflation rate. If housing prices were to appreciate at a rate of five per-
cent (compared to general inflation of three percent) per year, then the projected
cumulative deficit through FY 2023 would be reduced to $18.8 million.

Revenues from commercial space. The amount of revenue from business licenses and
nonresidential utility consumption taxes that was excluded from this analysis because
reliable estimation factors could not be identified within the time available is not
known. It is expected to be relatively small, but would nevertheless increase the total
revenue from the project, and consequently reduce the expected fiscal deficit.

Periodic resales of rental housing and commercial space. This analysis conservatively
assumes that neither the apartments nor the commercial space in the project will be
resold during the study period. It is more likely that these properties would be sold at
some point {income tax treatment typically encourages sales in 7 to 10 years). If sales
were completed, the property tax revenue from these properties would be increased.
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CHAPTER 1
DESCRIPTION OF THE PROJECT

1

The proposed Wood Street Project would be located on a 29.2-acre site in West Oakland.

The site is bounded generally by West Grand Avenue on the north, Wood Street on the east,
11th and 12th Streets on the south, and Interstate 880 on the west.

The Wood Street Project’s sponsors propose to develop housing, mixed-use, live-work, and
commercial projects on 27.45 acres of the site {the balance of 1.75 acres is proposed to be
dedicated to the City of Oakland). The DEIR Summary (Table S-1, p. S-9) describes two sce-
narios: “Maximum Residential” and “Maximum Commercial”. The Maximum Residential
Scenario, described in Table 1, is used as the project for this fiscal analysis. {The Maximum

Commercial Scenario and a third case, “Maximum Trips,” are considered in the sensitivity
analysis; see Chapter 5.)

Table 1
New Development at the Wood Street Project Site under the Proposed Project:
Maximum Residential Scenario

Land Use i Amount of Development
Residential Development3 1,570 units
Commercial Development® 27,847 square feet
Private Open Space - 122,925 square feet
Public Open Space 60,670 square feet

@  There are no housing units on the Wood Street Project site at present. Therefore, no housing would be
displaced, and the figures shown are both gross and net increases in the housing count. The figures
include both conventional housing units and livefwork units.

b Square footages represent new construction, rather than net additions, to the commercial square foot-
age. The rehabilitated Main Hall of the train station (14,847} is included as new development.

Source: Woaod Street Project DEIR, Table 3.1-1 (p. 3.1-3)

For the purposes of fiscal analysis, it is important to consider the expected development
schedule for the project. In general, the current expectation is that development will begin

in 2005 and be completed in 2013. Table 2 provides more specific assumptions for both
development scenarios.
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Table 2

Assumed Development Schedule for the Wood Street Project:

Maximum Residential Scenario

Housing . Commercial
Year Units . Space (SF)
20062007 | 202 0 ...
. 2007-2008 | 699 . 7,000
~2008-2009 92 6000
20002010 | 143 0
o..2010201 | 276 ;O
20112012 158 0
2022013 9 0
Total 1570 ¢ 13,000

Note: Commercial space excludes train station (14,847 square
feet), scheduled for 2007

Source:  Mundie & Associates; adapted from Conley Consult.
ing Group, Summary of Preliminary Findings, Central
Station, February 4, 2004 (buildout schedule for resi-
dential portions of the project based on 1,400 hous-
ing units)
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CHAPTER 2
BACKGROUND AND ASSUMPTIONS FOR FISCAL ANALYSIS

Fiscal analysis is an examination of the revenues, costs, and fiscal balance associated with
public agency activities. It provides a reasonable planning-level estimate of fiscal impacts,
useful for anticipating whether a new project will pay its own way, generate surplus revenues
that can be used by the City to improve services, or generate deficits that will require the City
to reduce services or find offsetting sources of funds. These projections are not appropriate
for budgeting purposes ~ that is, estimating actual revenues and costs — because the num-
ber of assumptions and estimates that must be made render long-term fiscal predictions
uncertain at best. They are nevertheless useful in assessing whether a proposed plan or
project is likely to exert pressure on the operating budget of a government agency; in this
case, the City of Oakland.

This fiscal analysis has the following key characteristics:

*  Focus on one public agency. In this analysis for the Wood Street Project, the fiscal
analysis focuses on the City of Oakland. 1t does not, therefore, consider revenues and costs
of other agencies that deliver services to city residents, such as Alameda County or the Oak-
land Unified School District.

*  Focus on operating costs and revenues. Operating costs are the annually-recurring
costs of providing public services, such as police services, public works, parks & recrea-
tion, and general city administration. Typically, they cover staff salaries and benefits,
office supplies, vehicle operating expenses (fuel, insurance, maintenance), mainte-
nance of City facilities and infrastructure, and smaller items of equipment (those
intended to be used for up to three years).

Operating revenues are the funds that are collected on an ongoing or recurring basis;
they include taxes, license and permit fees, funds the City receives from the state and
federal government, and others. These funds are not earmarked for any particular use;
instead, they are collected in the General Fund, and the City allocates them as it sees fit
to cover the operating costs of public safety, public works, general government, recrea-
tion, and other services.

These ongoing/recurring costs of providing services and sources of revenue are the focus of
the fiscal analysis.

*  Exclusion of capital costs. Capital costs are the one-time costs that are incurred to buy
or improve land, buildings, infrastructure, and major pieces of equipment. They are
typically covered by development impact fees or major grants from the state and/or
federal government. In some cases, a City or other public agency will borrow money
(in the form of bonds) to pay for a major improvement, and repay that loan with
impact fees, revenues from a service that is related to the improvement, special taxes,
property tax increments {in the case of redevelopment projects), or other earmarked
sources of funds.
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Expenditures made for the infrastructure and other public improvements needed specifically
to serve the proposed Wood Street Project — e.g., interior roads, extensions of water and
sewer lines — will be paid for by the developers, as part of the project. These expenditures are
developer costs, not public costs, and consequently are not addressed in this study.

=  Focus on the General Fund. The General Fund of a city's budget receives the greatest
portion of revenues that are available for discretionary appropriation, and is used to
fund the day-to-day operations of the city. Therefore, fiscal analysis focuses on the
revenues that accrue to and the costs incurred by this fund.

Other funds in the city's budget are “special funds,” which collect revenues that are
designated for specific uses — which may be capital costs or operating costs — and dis-
tribute the money to pay for those uses. To the extent that other funds are linked
directly to the General Fund, however, they are considered in this analysis.

The focus on the General Fund is particularly important in this analysis, which considers a
project that is located in a redevelopment project area. Redevelopment projects are funded
by allocating most of the increases in property tax in the project area to the Redevelopment
Agency. Most of this “tax increment revenue” is money that would otherwise have gone to
other taxing eniities (e.g., Alameda County or the Oakland Unified School District), but
some would have gone to the Oakland General Fund. The diversion of the property tax
increment reduces the amount of money available for ongoing general-purpose, citywide
expenditures; the diverted funds are earmarked for public improvements within the redevel-
opment project area (in this case, the Oakland Army Base Redevelopment Area). The
impact of this revenue diversion on the fiscal analysis is discussed further on p. 26.

This analysis excludes some General Fund revenues and costs; generally, those that are
(1) not expected to be affected by the proposed project, (2) cannot be predicted with
reasonable certainty, or (3) are expected to be discontinued. These excluded revenues
and costs are identified in Chapter 3. '

*  Focus on direct costs and revenues. Fiscal analysis considers the revenue and cost
changes that result directly from actions or changes that occur within the city; for
example, new property or sales tax revenues that may be generated by new develop-
ment, or the cost of new demands for police services. It does not consider the indirect
impacts, such as an increase in property taxes in neighboring areas of West Oakland, that
may result from gentrification associated with the proposed project.

Methodology

Predicting future revenues and costs requires identifying the existing relationships between
revenues and development characteristics (including population and employment) and
between costs and development characteristics, and then applying these relationships to
future development characteristics. This process may be summarized as a sequence of four
steps, which are described below.
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Step 1: ldentify Existing Revenue and Cost Relationships

identifying existing revenue and cost relationships requires examining the effects that par-
ticular development characteristics have on specific General Fund revenues and costs. For
example, revenue from property taxes may be estimated based on a combination of the tax
rate, the proportion of the tax that is collected by the City of Oakland General Fund (as
opposed to the portions that go to the Redevelopment Agency, the county, the school dis-
trict, and other public agencies), and the average value of new development. Revenue from
sales taxes may be estimated based on average current sales tax revenue per Qakland resi-
dent; simitarly, revenue from other sources may be estimated based on the current amount
per resident or per household.

To define revenue and cost relationships for the City of Qakland, Mundie & Associates staff
reviewed the City's adopted operating budget for 2003-2005 and formulated hypotheses
about how revenues and costs would be likely to change in response to new development.
The relationships identified through this process for Oakland are summarized in Table 3.
Assumptions are detailed further in Appendix A.

Table 3
Assumptions about Revenues and Costs

Basis for Projection

Source of Funds (Revem:le)

Property Tax © Amount of new development, by type; estimated value of new develop-
: ment (adjusted for inflation); estimated frequency of property saies;

| property tax rate (one percent); and city's share of total tax {27.39 per-

. cent of the frozen base plus required pass-throughs in the relevant tax

! code area).

Sales and Use Tax | Average sales tax revenue per resident in 2003-04; number of residents.

Motor Vehicle In Lieu Tax ‘ Average revenue per resident in 2003-04; number of residents.

Business License Tax

! Not expected to be significant; not included.

Utility Consumption Tax

Estimated average bill for electricity & gas, telecommunications, and cable

| television per housing unit; tax rate (7.5%); number of housing units.

Reai Estate Transfer Tax

Estimated value of new development sold for the first time and property
resales; City property transfer tax rate ($1.50 per $1,000 of new value)

Transient Occupancy Tax

Not significant {no hotel in the project); not included.

Parking Tax

: Not significant (assume no pay parking facilities in the project); not

" included.

Licenses & Permits

: Most revenues are one-time construction-related revenues; not included.

Fines & Penalties

: Average revenue in 2003-04 per resident fromn fines & penalties; number

. of residents.

Interest Income

" Not included.

Service Charges

. Not included; an amount of service costs estimated to be applicable to

 the project is deducted from costs.

Grants & Subsidies

. Average revenue in 2003-04 per resident from grants & subsidies; num-

" ber of residents.

Miscellaneous Revenues

. Not predictable and not directly related to the project {except Motor

i Vehicle In Lieu backfill, which is uncertain); not included.
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Basis for Projection

Use of Funds {Cost)

General Government ! Average cost per resident of all functions in 2003-04; number of
(City Manager, City Clerk, - residents.

City Attorney, City ;

Auditor, Finance &

Management)

Police Services . Average cost per resident in 2003-04: number of residents.
Fire Services " Average cost per resident in 2003-04; number of residents.
Public Works i No General Fund appropriation; no included.

Parks & Recreation ! Averape cost per resident in 2003-04; number of residents.
Library Services Average cost per resident in 2003-04; number of residents.
Cultural Arts & Marketing | Average cost per resident in 2003-04; number of residents.
Human Services i No General Fund appropriation; not included.

Community Econ. Dev't ;| General Plan/Zoning Update etc.: average cost per housing unit in
Agency 2003-04, number of housing units; all other costs: average cost per
| resident in 2003-04, number of residents.

Non-Departmental i Citywide Activities and Community Promotion: average cost per

 resident in 2003-04, number of residents; Debt/Lease Payments and
i Fiscal Management: excluded.

Source: Mundie & Associates

Step 2:  Adjust the Cost and Revenue Relationships to Account for Inflation

Once existing revenue and cost relationships have been defined, adjustment factors are
applied where appropriate in order to account for the effects of inflation in future years.
Applying an inflation factor to both revenues and costs effectively holds the current value of
the relationship constant over time.

Because this analysis involves a projection of future conditions, the actual rate of inflation
during the forecast period is not known. The consumer price index (CPI}, which is often
used as an approximation of the general inflation rate, is a reasonable basis for estimating
future changes in costs and revenues. This analysis appiles the historical experience of the
CP! over the past 15 years to ‘mast of the costs and many of the revenues covered in the
forecast. That change has averaged approximately three percent per year.2

Experience has shown that some revenues are likely to change at rates that are different
from the general inflation rate. Historically, housing prices have risen more rapidly than the
CPl; in recent years, utility rates have risen more rapidly as well. At the same time, revenues
that rely on local governments’ ability to raise existing taxes and fees, or revenues that come
from the state government, have not always increased at the general inflation rate.

2 CPI for 1994 {annual average, all urban consumers, San Francisco Bay Area) =~ 148.7; CPI for 2004 = 198.8.
Average annual ([compound) change = 2.95 percent.
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The assumptions about inflation used in this analysis are summarized in Table 4. The
effects of differential rates of inflation on constant dollar calculations are described in -
Appendix B.

Table 4
Assumptions about inflation Rates
Price, Revenue, or Cost Affected . Average Annual Increase
General L 30
Utilities 500%
Fines & penalties® S0
Grants & subsidies » 1.50%
|_Housing 3.00%
Private Nonresidential Building SpaceP 3.00%

a Equivalent to an assumption that the City may raise locally-imposed taxes, fees, and
charges less often than every year, and possibly by less than would be required to keep up
with cost inflation.

b Private nonresidential building space is assumed not to be sold, so this assumption is
inoperative, ‘

Source: Mundie & Associates

Adjusting costs and revenues allows the analysis to take explicit account of revenues and
costs that behave differently, by applying different adjustment rates. For example, increases
in assessed values of properties not sold are limited by the California constitution (the out-
come of Proposition 13, adopted by voters in 1978) to a maximum of two percent per year
no matter how much the CPl increases; at the same time, changes in market values may be
greater or less than the overall inflation rate during “hot” or “cold” market conditions.

Similarly, some municipal revenues, such as fines and penaities, may not change unless the
City Council specifically adjusts its fee schedule. Others, such as grants and subsidies,
depend on the amount of money available from the granting/subsidizing agencies.

Table 5 describes how the inflation rates itemized in Table 4 affect the various revenues and
costs included in the fiscal analysis.

Step 3: Articulate Assumptions about the Characteristics of Future Development

The fiscal analysis presented in this report considers development proposed for the Wood
Street Project. To project the revenue and cost characteristics of the proposed project
requires not only that the amount of development be identified, but that some assumptions
about other characteristics — such as population, employment, value of new development,
frequency of property sales — be articulated, because these characteristics are among the
determinants of project revenues and costs. These assumptions are summarized briefly in
the next part of this chapter.
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Table 5
Assumptions about inflation

How Inflation Affects : Annual Inflation Rate
Revenue/Cost
Source of Funds (Revenue)
Property tax : (1) Property values increase each ' Housing: 3.0%
! year; increased value becomes _ Private nonresidential building
: assessed value when property is ,  space (not sold): 3.0%
. sold; (2) Proposition 13 fimits : Proposition 13 limit on assessed
 increase in assessed value of prop- | value increase properties not
- erties not sold. { sold: 2.0%
Sales and Use Tax . Increase in price of retail goods . General: 3.0%
Utility Consumption Tax__ | Annual increase in cost of utilities ' Utilities: 5.0%

Real Estate Transfer Tax | Based on value of assessed value of ' Derived in modef3
property sold each year ;

Motor Vehicle in Lieu Tax | Increase in price of cars i General; 3.0%
Fines and Penalties - Assumed increases imposed by City . Locally-imposed taxes, fees, and
‘ charges: 1.5%
Use of Funds (Cost)
General Government ! Assumed cost of living adjustment | General: 3.0%
Police Services Assumed cost of living adjustment . General: 3.0%
Cultural Arts B Marketing : Assumed cost of living adjustment | General: 3.0%
Library Services Assumed cost of living adjustment | General: 3.0%
Parks & Recreation Assumed cost of living adjustment : General: 1.0%
Comm. Econ. Dev't Agency | Assumed cost of living adjustment | General: 3.0%
Non-departmental i Assumed cost of living adjustment  General: 3.0%
Public Works | Assumed cost of living adjustment . General: 3.0%

3 See text below for a description of the computer-assisted madel used for this fiscal analysis.

Source: Mundie & Associates

Step 4: Project Future Revenues and Costs

The adjusted revenue or cost relationships calculated in Step 2 are applied to the future

development characteristics projected in Step 3 to predict the impacts of new development
on City revenues and costs.

Using a “Model” to Perform Calculations

The four-step process outlined above requires a large number of calculations to project
future revenues and costs over an extended period of time. This study uses a computer-
assisted model to make these calculations. The mode! contains a series of equations that
apply the inflation adjustments described in Step 2 to the revenue and cost relationships
identified in Step 1, and then applies the characteristics of the project identified in Step 3 to
project future revenues and costs (Step 4).
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The model produces a series of spreadsheets, each of which either (1) projects a single
revenue or cost for each year of the study period, (2) combines the individual revenues or
costs into totals, or (3) calculates the net fiscal balance for each year.

Reporting the Fiscal Results

This analysis considers a period of 20 years, beginning in 2003-2004 (“FY 2004"3). This
starting year was chosen because it is the beginning year for which the most recent City of
Oakland operating budget was available when the work was begun (and, therefore, is
considered to provide the best indication of expected revenues and costs).

The 20-year study period was chosen to allow analysis of fiscal results for a period of 10
years after the projected completion of the Wood Street Project. As indicated in Table 2,

development of the project — if approved — is currently expected to begin in calendar year
2007 and end in 2013.

In this study, the results of the fiscal analysis are reported for two “indicator” years: FY 2013
{the year in which development is completed) and FY 2023 (10 years after completion).
These two years are intended to provide snapshots of the proposed development project at
two different times in its life cycle, times at which inflation and other factors that affect the
revenue and cost projections in different ways may have had differing impacts on its fiscal
outcomes.

As indicated in the description of Step 3, above, it is necessary to formulate assumptions
about the characteristics of new development that affect City revenues and costs.

Population

One characteristic of development in the proposed project is the number of residents that
will live in the area. (Population is the basis for a number of revenue and cost estimates; see

Table 2.) Population is estimated based on the average number of people in each housing
unit.

The Wood Street Project is likely to have smaller average household sizes than the City of
Qakland as a whole, because the housing will all be built at relatively higher densities. The
DEIR on the Wood Street project provides estimates of the average household sizes for the
various types of units. The overall average household size is estimated to be 2.27, based on

the projected population and number of housing units for the Maximum Residential Sce-
nario.

3 FY 2004 is the 12-month period that begins on July 1, 2003 and ends on June 30, 2004. Most government
agencies in California, including the City of Oakland, use the july-June fiscal year.
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Based on these assumptions, the project would accommodate a population of approxi-
mately 3,560 residents.4

For comparison, Oakland had an estimated 411,600 residents at the beginning of 2004,5 so
the projected increases in residents would equal less than one percent of the existing popu-
lation.

Financial Characteristics

Table 6 summarizes the key assumptions about the financial characteristics of the proposed
development. These characteristics include the value of new development of various types,
and the frequency with which various types of development are sold (important for property
tax calculations).

Table 6
Key Assumptions about Development: Financial Characteristics
(2003 Dollar Values)

" Sales Price/ iPercent Resold

. Valueper | Each Year

. Unit, | (After Initial

Use Total ° orSq. Ft. Sale)

Residential
Townhouses (Parcel 1) - For Sale 82units = $378,000 10%
Stacked Flats (Parcels 2,6,7,8) ForSale | 838units | $305000 , ~ 10%
Stacked Flats (Parcel 3) - For Sale 200units  $333,500 | 10%
Stacked Flats (Parcel 4)3 _For Rent 450 units ~ $166,250 0%
Commercial 13,000sq.ft . $175 0 0%
Train Station® 14,847 sq. . n.a. : 0%

@ No sale assumed during the study period.
Train station is assumed to be owned by a non-profit entity and not to be subject to property tax;
therefore, assessed value is not estimated.

Source:  Mundie & Associates, based on information from Conley Consulting Group and HFH, Ltd.

The DEIR on the Wood Street Project incorporates a vacancy rate of four percent in calculating the total
population of the project. This analysis assumes no vacancy rate; as a result, the population estimate is four
percent higher than the estimate in the DEIR.

3 California Department of Finance estimate,
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CHAPTER 3
CONTEXT: OAKLAND’S SOURCES AND USES OF FUNDS

Cities observe fiscal years that may differ from calendar years. Typically, the municipa! fiscal

year begins on July 1 of one calendar year and ends on june 30 of the following year. Oak-
land follows this convention.

The City of Oakland adopts an operating budget that covers two years: the current budget
applies to 2003-04 (FY 2004) and 2004-05 {FY 2005). This fiscal analysis is based on FY
2004, because the fiscal mode! was developed based on cost and revenue factors that were
budgeted for that year and population estimates for 2004 and because a reliable estimate of
Qakland’s population in 2004 is availableS.

The Adopted Policy Budget for FY 2004 anticipated that the General Fund would collect
revenues of approximately $381 million and spend approximately $388 million to provide
services throughout the city. The difference (deficit) is made up by transfers from other
funds and the City's reserve fund.’

Table 7 summarizes budgeted revenues by general source. The majority of Oakland’s Gen-
eral Fund revenues (71 percent) in FY 2004 was expected to come from taxes, with most of
that (40 percent of all revenues) coming from local taxes other than the property tax and
another 19 percent of all revenues from property taxes.

Table 8 summarizes budgeted costs by type of service. The greatest proportion of City
expenditures from the General Fund (38 percent) are devoted to police protection.

& The California Department of Finance estimates the population of all California cities and counties each year
as of fanuary 1. The estimate for January 1, 2005 is not yet available as of this writing.

7 The City's Reserve Fund gets its money from annual surpluses, should they oceur, in other funds.
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Table 7

Budgeted Revenues, FY 2004, by Source:

General Fund

'~ Percent of
Source Amount Total
Property Tax 8,641,090 19%
State Taxes (Sales Tax, Motor Vehlcle in LIELI) 44,693,240 12%
Local Taxes _
(Business License, Utility Consumption, Real Estate
Transfer, Transient Occupancy, Pa rking Tax) N 152,592,485 40%
Licenses & Permits 13,900,744 4%
Fmes & F‘enaltles S | 26,240,000 7%4
interestIncome | 189789 | 0%
Ser\m:e Charges e ~ 54 456 o1 14%.WW
Grants & Subs&dles 105 000 0%
Miscellaneous Revenue 15,269,902 | 496
[Total Revenue $380,307,209 100%
Source: City of Oakland Adopted Policy FY 2003-2005
Table 8
Budgeted Costs, FY 2004, by Service:
General Fund
: Percent of
Service Amount . Total
General Government
(Mayor, City Council, City Manager, Administration,
Citywide Support, City Clerk, City Attorney, City Auditor,

_Finance & Management} $51,806,040 i  13%
Poilce Services L 148,269,569 38%
Fire Services 87,006,750 22%
Public Works? e 0. .....90%
Parks & Recreation 11,901,743 ¢ 3%
Library Sennces 7 11','9'07,743 ! 3%
Cultural Arts & Marketmg - ‘6,5;5ﬁ,—§5"4‘ 2%
Human Services - 6,225, '7‘1 5 2%
Community Economic Development Agency .20,725150 5%
Non-Departmental 48232308 1 12%
Total Service Costs $388 448,245 100%

a Public works costs are covered entirely by non-Ceneral Fund sources.

Source: City of Oakland Adopted Policy FY 2003-2005
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As noted on p. 9, this analysis considers only those ongoing and recurring revenues col-
lected by the General Fund, and only those ongoing and recurring costs incurred by the
General Fund. Table 9 details the sources of funds (revenues) in the FY 2004 budget and
indicates how each of these sources is treated in the fiscal analysis of the proposed project.

Just over 60 percent of General Fund revenues are explicitly included in the fiscal analysis.
The remaining budgeted revenues are completely excluded from the analysis, either because
they are expected not to be affected by the proposed project (e.g., transient occupancy taxes)
or because they are not expected to be materially affected by the project (e.g., business
license taxes).®

Table 9
Treatment of Budgeted Revenues in the Fiscal Analysis
Treatment in Fiscal Analysis
Source of Funds Adopted Budget Inciuded ¢ Excluded
Taxes T U ST T AL NSRS PRI
Property Tax $71,641,091 $71,641,091 o
State Taxes ]
 Sales Tax 1 37010000 | 37010000
Motor Vehicle In Lieu 7,683,240 7, 683 240 |
Subtotal 44,693,240 44 693 240
 Business License | 42,835,341 $42,835341
Utility Consumption 53,550,000 53,550,000
_____ Real Estate Transfer 33,000,000 38,000,000
Transient Occupancy 10,262,733 | 10,262,733
Parking Tax 704441 7,944,411
 Subtotal 1152,592,485 91,550,000 61,042,485
Total Taxes 268, 926,816 | 207,884,331 61,042,435
Licenses & Permits 13,900,744 | """ 713,900,744
Fines & Penalties 26,240,000 26,240,000
interest Income 1,897,829 1 897 829
Service Charges? ) 54,466,918 54,466,918
Grants & Subsidies 105 000 105,000
Miscellaneous Revenue ' 7 15,269,902 15,269,502
Total RevenueP | 3$380,807,209 | 234,229,331 146,577,878
Percent of Total 100% 61.5% 38.5%

a Treated as a deduction from costs.

b Excludes transfers in.

Source: Mundie & Associates

8 In this analysis, service charges are not inciuded on the revenue side of the analysis. To account for this
exclusion, the amount of casts they are intended to cover are deducted as a tump sum on the costs side.
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The treatment of costs in the fiscal model! is detailed in Table 10. Only two costs are entirely
excluded from the model:

»  Public works, which are not covered by the General Fund.

»  Costs covered by service charges, which are not included in the revenue side of the

model.

The model includes approximately 87 percent of General Fund costs.

Table 10
Treatment of Budgeted Costs in the Fiscal Analysis
___ Treatment in Fiscal Analysis
Source of Funds Adopted Budget Included : Excluded
General Government e o e e e e
Mayor sue2935 | s1g22935
City Council 2,157,852 2,157,852
City Manager 5,179,627 5,179,627
City Clerk 2,131,728 2,131,728
" City Attorney ) 6,810,765 6,810,765
City Auditor 964,973 964,973
Finance & Management 27,758,533 27,758,533
- Total General Govemment ] 46,626,413 46626413 :
Pohce Services - 148 869,569 148,869,569
Fire Services 37,006,750 $87,006,750
Parks& Recreation 1,901,743 | 11,901,743 |
L1brary Servu:es | 10481589 | 'IO 481 585
Cultural Arts & Marketing | 6952854 | eosagsa .
Human Serwces 6225715 | 6225715 | '
20,725,150 | 20,725,150
Non-Departmental | 48232308 | 5645354 | 42586954 |
Deduction for
Excluded Service Charges 7 -54,466,918 -54,466,918
Total Operating Budget | 332555173 | 289,968,219 42,586,954
Percent of Total 100% 87.2% 12.8%

Source: Mundie & Associates

18

Fiscal Report



The summaries of FY 2004 revenues and costs presented in Tables 9 and 10 establish a
framework for consideration of the fiscal impacts of the proposed Wood Street Project. The
remaining chapters of this report consider the fiscal impacts of the proposed project, based
on the physical characteristics of the project and timing of development described in Chap-
ter 1 and the other pertinent characteristics described in Chapter 2. Chapter 4 presents the
calculation of expected revenues, expected costs, and the net fiscal balance of the proposed
project. Chapter 5 provides several “sensitivity analyses” to test the impacts of alternative
conditions and assumptions on the fiscal results. Chapter 6 presents some observations
and draws some conclusions about factors that determine the fiscal results.

In considering the fiscal impacts of a proposed project, it is useful first to pose questions
that the analysis should answer. For this analysis of the proposed Wood Street Project, it is
reasonable to pose the following questions:

*  Will the proposed project be fiscally beneficial for the City of Oakland; that is, will the
revenues it generates cover the costs it incurs?

*  Could circumstances beyond the City's control affect the project’s fiscal impacts to a
degree that the conclusions of the analysis would change?

Responses to these questions, based on the fiscal analysis of the proposed project, are pre-
sented on page 24,
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CHAPTER 4
FISCAL IMPACT OF THE PROPOSED PROJECT

The results of the fiscal analysis presented in this chapter are presented in constant dollars;
that is, they are adjusted to remove the effects of inflation. In this case, the dollars are tied
to FY 2004, which is the budget year that is used as the basis for the revenue and cost inputs
to the analysis.

Constant dollars are used in preference to “current” (or “nominal”) dollars because they
express amounts of revenues and costs in terms that we understand today. For example,
with the assumed inflation rate of three percent per year, $1.00 in 2004 would be worth
$1.30 in 2013 and $1.75 in 2023. As a result, projected revenues and costs that are the
same as today's revenues and costs would appear to be much higher, just because of infla-
tion. Using constant dollars eliminates this distortion.

To calculate amounts in constant dollars, the respective revenues are projected for future
years in inflated dollars, and then discounted back to FY 2004 using a standardized discount
rate. Inflation and discounting are discussed in Appendix B. Detailed assumptions about
the various inflation rates that are applied to different revenue sources (or their determi-
nants) are provided in Tables 4 and 5. Table B3, in Appendix B, replicates Table 11, showing
the amounts in inflated rather than constant dollars.

The proposed Wood Street Project will generate revenues for the City of Oakland from the
sources indicated in Table 2 and, more specifically, in Table 9. Assuming that the proposed
schedule (shown in Table 2) is met, revenues from new development would begin to flow
from the project in FY 2007.3

Table 11 summarizes the amounts of revenue, by source, in the two key indicator years (FY
2013, when development is completed, and FY 2023, 10 years after completion). All reve-
nues in Table 11 are shown in constant {FY 2004) dollars.

9 Property taxes from existing development would be generated prior to the commencement of new
development.
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Table 11

Wood Street Project: Projected Revenues®
in Constant (FY 2004) Dollars

Maximum Residential Scenario
. FY 2013 FY 2023
Source Amount %ofTotall Amount % of Total

Property Taxes® | $339163  26% | $380,220 ; = 27%
Sales& UseTaxes | 320609 ~  25% | 329,609 24%
Motor Vehicle inLieuFee 68,427 5% | 68427 | 5%
Utility Consumption Tax 304,881 23% | 369531 26%
Real Estate Transfer Tax 71,828 5% | 71,828 5%
Fines & Penalties 204,788 16% 176,845 13%
Grants & Subsidies 819 0% 708 | 0%
Total® $1,319,515  100% | $1,397,567 |  100%

*  Included sources only; see Table 3.

2 Does not include revenue from the train station, which is assurmed not to be subject to property tax. If the
train station were to be subject to property tax, revenue to the General Fund would equal about §5,100 per
year starting in 2010 {based on the expected rehabilitation cost of $10 million).

Note: Detail and totals may not agree because of independent rounding.

Source: Mundie & Associates

Along with the revenues discussed above, the proposed project would generate a variety of
costs for the City of Qakland. Again, assuming that the proposed development schedule
(shown in Table 2) is met, costs would be incurred beginning in FY 2007.

Table 12 summarizes the estimated costs, by type, in the two indicator years. Details about
the calculation of 