DRAFT FOR REVIEW

SECTION V. CAVEATS AND LIMITATIONS

1. The analysis contained in this document is based principally on the development program
and implementation schedule represented by the applicant and the Sacramento Railyards
Specific Plan. The demographic data were obtained from secondary sources such as the
U.S. Census, state and local government, planning agencies, real estate brokers, and other
third parties, such as Claritas. While KMA believes that these sources are reliable, we
cannot guarantee their accuracy.

2. The analysis assumes that the economy will not experience any major and sudden market
fluctuations and that it will continue to improve from its current conditions — albeit at a slow
rate.

3. The findings are based on economic rather than political considerations. Therefore, they
should be construed neither as a representation nor opinion that government approvals for
development can be secured.

4. Market feasibility is not equivalent to financial feasibility; other factors apart from the level of
demand for a land use are of crucial importance in determining feasibility. These factors
include the cost of acquiring sites, relocation burdens, traffic impacts, remediation of toxics
(if any), and mitigation measures required through the approval process.

5. Development opportunities are assumed to be achievable during the specified time frame. A
change in development schedule requires that the conclusions contained herein be
reviewed for validity.

6. The analysis, opinions, recommendations and conclusions of this document are KMA's
informed judgment based on market and economic conditions as of the date of this report.
Due to the volatility of market conditions and complex dynamics influencing the economic
conditions of the building and development industry, conclusions and recommended actions
contained herein should not be relied upon as sole input for final business decisions
regarding current and future development and planning.
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TABLE 1.

PROJECTED RAILYARDS RETAIL BUILD-OUT

SACRAMENTO RAILYARDS PROJECT

SACRAMENTO, CA

PRELIMINARY DRAFT - CONFIDENTIAL
FOR DISCUSSION ONLY

(At Build-Out) * Ph. 1A Ph. 1B Ph. 2 Ph. 3 Ph. 4
ESTIMATED RETAIL MIX TOTAL SF 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Comparison Retail
West End 605,000 * 200,000 315,000 ? 90,000 2
Central Shops 35,000°  (Bass Pro) 35,000 °
Riverfront District 0
Depot District 0
East End 0
Subtotal Comparison Retail 640,000 200,000 0 0 350,000 0 0 90,000 0 0 0 0 0 0 0
Cumulative 200,000 200,000 200,000 550,000 550,000 550,000 640,000 640,000 640,000 640,000 640,000 640,000 640,000 640,000
Eating & Drinking 2
West End 405,000 * 315,000 * 90,000 *
Central Shops 63,000 * 63,000 *
Riverfront District 15,000 15,000
Depot District ® 24,000 24,000
East End® 25,000 25,000
Subtotal E&D 532,000 24,000 0 0 378,000 0 0 90,000 0 0 15,000 0 0 0 25,000
Cumulative 24,000 24,000 24,000 402,000 402,000 402,000 492,000 492,000 492,000 507,000 507,000 507,000 507,000 532,000
Convenience Retail/Services
West End 52,600 ° 34,100 ° 18,500 3
Central Shops 56,000 * 56,000 *
Riverfront District 0
Depot District ® 133,200 67,200 66,000
East End® 125,000 25,000 100,000
Subtotal Convenience Retail 366,800 67,200 0 0 90,100 0 0 84,500 0 0 25,000 0 0 0 100,000
Cumulative 67,200 67,200 67,200 157,300 157,300 157,300 241,800 241,800 241,800 266,800 266,800 266,800 266,800 366,800
GRAND TOTAL
West End 1,062,600 200,000 664,100 198,500 0 0
Central Shops 154,000 3 0 154,000 0 0 0
Riverfront District 15,000 0 0 0 15,000 0
Depot District ° 157,200 91,200 0 66,000 0 0
East End® 150,000 0 0 0 25,000 125,000
TOTAL (Incl. Central Shops)* 1,538,800 291,200 0 0 818,100 0 0 264,500 0 0 40,000 0 0 0 125,000
CUMULATIVE 291,200 291,200 291,200 1,109,300 1,109,300 1,109,300 1,373,800 1,373,800 1,373,800 1,413,800 1,413,800 1,413,800 1,413,800 1,538,800
TOTAL (Excl. Central Shops) 1,384,800 291,200 0 0 664,100 0 0 264,500 0 0 40,000 0 0 0 125,000
CUMULATIVE 291,200 291,200 291,200 955,300 955,300 955,300 1,219,800 1,219,800 1,219,800 1,259,800 1,259,800 1,259,800 1,259,800 1,384,800
TOTAL (Excl. Central Shops
and Bass Pro Store) 1,184,800 91,200 0 0 664,100 0 0 264,500 0 0 40,000 0 0 0 125,000
CUMULATIVE 91,200 91,200 91,200 755,300 755,300 755,300 1,019,800 1,019,800 1,019,800 1,059,800 1,059,800 1,059,800 1,059,800 1,184,800

and Comparison Retail (including 200,000 sq.ft. Bass Pro store.)

Prepared by: Keyser Marston Associates, Inc.
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Based on applicant's proposed phasing, modified to allow slightly longer initial periods for securing funding and approvals.
Includes nightclubs, sportsbar, etc., which serve food and/or beverage. Does not include entertainment venues, such as theaters, performing arts centers, etc
As no breakdown of space by retail types was provided by applicant, West End space is assumed to include approximately 5% for Services, with the remainder in E&D.

Includes additional retail opportunities under Historic/Cultural uses in the Railyards program, as represented by applicant.
Assumes approximately 15% in E&D and remainder in Convenience Retail/Services - per city staff.



EXHIBIT A

RETAIL AND ENTERTAINMENT PLANNING TIMELINE

SACRAMENTO RAILYARDS

WORKING DRAFT ASSUMPTIONS

Cumulative:
Cumulative**:

Construction start
Opening
Stabilized Year

Phase 1 (A&B) Phase 2 Phase 3 Phase 4
= Intermodal Relocated Facility*
= California Academy of Arts*
= Museum of Railroad Technology*
(expansion of State RR Museum) Phase 4
125,000
= Bass Pro Store* Phase 3
40,000
Phase 2
264,500
Phase 1B
664,100
818,100 **
Phase 1A
291,200
955,300 1,219,800 1,259,800 1,384,800
1,109,300 1,373,800 1,413,800 1,538,800
2009-10 2015 2018 2022
2011-14 2017 2020 2024
2012-15 2018 2021 2025

* These uses are funding dependent and thus, their implementation timing is highly uncertain.

** Includes 154,000 square feet of retail space in Historic/Cultural component.




TABLE 2.

DEMOGRAPHICS AND EMPLOYMENT CHARACTERISTICS PRELIMINARY DRAFT - CONFIDENTIAL
SACRAMENTO RAILYARDS PROJECT FOR DISCUSSION ONLY
SACRAMENTO, CA

Downtown Primary Sacramento Regional State of
Sacramento * Trade Area? County Trade Area’ California
POPULATION
2000 31,723 969,644 1,223,499 1,671,975 33,871,648
Est. 2007 33,347 1,074,585 1,399,888 1,968,049 37,075,982
% Change ('00-'07) 5% 11% 14% 18% 9%
Projected 2012 38,847 * 1,158,173 1,532,998 2,185,050 39,684,022
% Change ('07-'12) 16% 8% 10% 11% 7%
Projected 2015 ° 44,347 * 1,208,000 1,613,000 2,315,000 41,249,000
Projected 2025 ° 77,347 ¢ 1,375,000 1,879,000 2,749,000 46,465,000
Median Age (2007) 37.68 33.45 34.24 34.40 34.56
2007 ETHNICITY
White 66.7% 62.0% 63.6% 69.2% 65.9%
Black 11.8% 12.6% 12.0% 9.2% 9.4%
Asian & Pacific Islander 14.8% 18.3% 17.4% 15.2% 19.9%
Other 6.8% 7.1% 7.0% 6.3% 4.8%
Hispanic Origin 19.8% 22.0% 19.2% 18.8% 35.8%
NUMBER OF HOUSEHOLDS
2000 17,274 368,526 453,602 613,228 11,502,870
Est. 2007 18,595 406,987 515,783 719,427 12,461,651
% Change ('00-'07) 8% 10% 14% 17% 8%
Projected 2012 19,981 438,202 2 563,508 797,885 13,275,749
% Change ('07-'12) 7% 8% 9% 11% 7%
Persons Per Household 2.10° 2.59 2.72 2.69 2.89
Est. 2007 AVG. HOUSEHOLD INCOME $39,373 $60,838 $68,082 $72,747 $76,956
Est. 2007 PER CAPITA INCOME $23,180 $23,343 $25,392 $26,878 $26,250

Source: Claritas ( U.S. Census 2000 based), unless othewise indicated.

! Defined generally as the area generally bounded by Sacramento River, I-50, I-5 and 1-80. Estimate from Claritas is lower than the 45,000
residents estimate by SACOG, which assumes 18,000 households and the county average of 2.5 person/HH. The lower and more
conservative estimate by Claritas is used for this analysis.

Based on a polygon of roughly 10 to 15 miles from the railyard site.

Based on an approximately 30-mile radius ring from the site, including most of Davis and Woodland, and about halfway between the site
and fast-growing cities of Roseville and Elk Grove.

Assumed completion of planned/proposed units in the downtown and 2.1 persons/HH (as in-town residents tend to be smaller households):

Railyard Rest of DT Est. New Pop.

(per Applicant) (DSP '06 report) TOTAL @ 2.10 /HH

2007 - 2015 (Avg.) 537 4,700 (Est.) 5,237 11,000
2018 (Avg.) 1,835 1,835 4,000

2021 (Avg.) 4,222 4,222 9,000

2025 (Avg.) 4,438 4,438 9,000
11,031 15,731 33,000

Extrapolated by KMA based on straight-line projection of population for the PTA, Sacramento County, RTA, and the State.
Estimated per BPS&J and KMA to reflect the likely higher proportion of single/childless couples/empty nester households in the Downtown.

Prepared by: Keyser Marston Associates, Inc.
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TABLE 3.

RETAIL MARKET DEMAND SEGMENTS
SACRAMENTO RAILYARDS PROJECT
SACRAMENTO, CA

PRELIMINARY DRAFT - CONFIDENTIAL

FOR DISCUSSION ONLY

COMPONENTS OF RETAIL DEMAND:

1. Residents
Downtown (DT)
Primary Trade Area (Excluding DT)

Regional Trade Area (Exclusive of PTA and DT)
Total Trade Area Residents

2. Downtown Office Employees

3. Visitors (to Downtown)
Total Visitors

4. Special Use-Generated (Additional to Above)
Museum Visitors
Playhouse/Live-Performance Venue(s)

Total Special Use-Generated

[y

Est. Proj.

2015 2025

44,000 77,000

1,164,000 1,298,000

1,107,000 1,374,000

2,315,000 2,749,000
46,000 * 53,000 *
2,370,000 2 2,720,000 2
175,000 ° 175,000 °
500,000 * 700,000 *

Projected from Downtown Sacramento Partnership's 2005 Annual Report (based on SACOG).

Reduced by approximately 50% to adjust for overlaps between residents, employees & visitors.

N

Assumes 50% of the total 4.6 million visitors to Downtown attractions in 2006 estimated by Downtown

Partnership to reflect visits to multiple sites and overlaps with residents and employees. Growth rate is
estimated at 3% per year, which is based on Cal Trade report's visitor growth projections.

Museum and Foundation. Reduced by 50% to avoid overlaps with residents and employees.

Projection assumes no further increase.

* Assumes 1,000,000 attendees per yea Projection assumes modest 2% growth per year.

Prepared by: Keyser Marston Associates, Inc.
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Based on 2000 Market Overview for the Railroad Technology Museum prepared by CA State Railroad
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Map 3
Proposed Sacramento Railyards Project
Downtown Trade Area (DT)
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