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In the opinion of Best Best & Krieger LLP, Riverside, California, Bond Counsel, subject, however to certain
qualifications described herein, under existing law, the interest on the Bonds is excluded from gross income for federal
income tax purposes and such interest is not an item of tax preference for purposes of the federal alternative minimum
tax imposed on individuals and corporations, although for the purpose of computing the alternative minimum tax
imposed on certain corporations, such interest is taken into account in determining certain income and earnings. In the
further opinion of Bond Counsel, such interest is exempt from California personal income taxes. See “TAX MATTERS”
herein.
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Dated: Date of Delivery Due: September 2, as shown below

The City of Riverside Riverwalk Business Center Assessment District Limited Obligation Improvement Bonds (the
“Bonds”) are issued pursuant to provisions of the Improvement Bond Act of 1915 (Division 10 of the California Streets
and Highways Code) and a Fiscal Agent Agreement, dated as of June 1, 2004, by and between the City of Riverside (the
“City”) and U.S. Bank National Association, as Fiscal Agent (the “Fiscal Agent”) (the “Fiscal Agent Agreement”).
The Bonds are payable from unpaid assessments (the “Assessments”) levied on the parcels within the Riverwalk
Business Center Assessment District (the “Assessment District”).

Interest on the Bonds will be payable on March 2 and September 2 of each year, commencing September 2, 2004,
All Bonds will bear interest from their date of authentication, as indicated above. Initially, the Bonds will be delivered in
fully registered form only and when delivered will be registered in the name of Cede & Co., as nominee for The
Depository Trust Company, New York, New York (“DTC”), which will act as securities depository for the Bonds.
Except as described herein, ownership interests in the Bonds may be purchased in denominations of $5,000 or any
integral multiple thereof, in book-entry form only as described herein. Upon receipt of payments of principal of,
premium, if any, and interest on the Bonds, DTC will in turn remit such principal, premium, if any, and interest to the
participants in DTC (as described herein) for subsequent disbursement to the beneficial owners of the Bonds. See “THE
BONDS - Book-Entry System” herein.

The Bonds are subject to optional and mandatory redemption by the City prior to maturity as described herein.

Proceeds from the sale of the Bonds, together with certain other amounts available under the Fiscal Agent
Agreement, will be used to (i) finance the design, construction and acquisition of public improvements for the benefit of
the property within the Assessment District, (ii) fund a Reserve Fund for the Bonds, (iii) pay costs of issuance of the
Bonds; and (iv) pay capitalized interest on the Bonds through September 2, 2004.

The obligations of the City under the Bonds are not general obligations of the City, but are limited obligations,
payable solely from the Assessments and the other assets pledged therefor under the Fiscal Agent Agreement. Neither
the faith and credit nor the taxing power of the City, or the State of California, or any political subdivision thereof, is
pledged to the payment of the Bonds. Notwithstanding any other provision of the Fiscal Agent Agreement, the City is
not obligated to advance available funds from the City treasury to cure any deficiency in the Redemption Fund
established under the Fiscal Agent Agreement.

The Bonds are not rated. See the Section of the Official Statement entitled “RISK FACTORS” herein for a
discussion of the risk factors that should be considered, in addition to the other matters set forth herein, in evaluating the
investment quality of the Bonds.

THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR QUICK REFERENCE ONLY. IT IS
NOT A SUMMARY OF THIS ISSUE. INVESTORS MUST READ THE ENTIRE OFFICIAL STATEMENT IN
ORDER TO OBTAIN INFORMATION ESSENTIAL TO THE MAKING OF AN INFORMED INVESTMENT
DECISION.

MATURITY SCHEDULE

(See Inside Cover)

The Bonds are offered when, as and if issued and delivered to the Underwriter. The Bonds are subject to the
approval as to certain legal matters by Best Best & Krieger LLP, Riverside, California, Bond Counsel, and the
satisfaction of certain other conditions. Certain legal matters will be passed upon for the City by the City Attorney, and
for the Underwriter by McFarlin & Anderson LLP, Lake Forest, California. It is anticipated that the Bonds in book-
entry form will be available for delivery to DTC in New York, New York on or about June 30, 2004.

Stone & Youngberg LLC

Dated: June 10, 2004
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MATURITY SCHEDULE
$2,530,000 Serial Bonds
Base CUSIP® No. 769003’

Maturity Date Principal Interest CUSIP® Maturity Date Principal Interest CUSIP®

September 2 Amount Rate Yield No.! September 2 Amount Rate Yield No.!
2005 $ 80,000 2.75% 2.75% KL7 2015 $120,000 5.45% 545%  KW3
2006 80,000 340 3.40 KM5 2016 130,000 5.60 5.60 KX1
2007 85,000 4.10 4.10 KN3 2017 135,000 5.70 5.70 KY9
2008 85,000 4.40 4.40 KP8 2018 145,000 5.80 5.80 KZ6
2009 90,000 4.60 4.60 KQ6 2019 150,000 5.90 5.90 LAO
2010 95,000 4.80 4.80 KR4 2020 160,000 5.90 5.95 LB8
2011 100,000 5.00 5.00 KS2 2021 170,000 6.00 6.00 LCé6
2012 105,000 5.10 5.10 KTO 2022 180,000 6.00 6.05 LD4
2013 110,000 5.20 5.20 KU7 2023 190,000 6.10 6.10 LE2
2014 115,000 5.30 5.30 KV5 2024 205,000 6.10 6.15 LF9

$1,225,000 6.25% Term Bond Due September 2, 2029 - Yield 6.25% CUSIP® No.!769003LG7

! CUSIP® A registered trademark of the American Bankers Association. Copyright© 1999-2004 Standard &
Poor’s, a Division of The McGraw-Hill Companies, Inc. CUSIP® data herein is provided by Standard & Poor’s
CUSIP Service Bureau. This data is not intended to create a database and does not serve in any way as a
substitute for the CUSIP Service Bureau. CUSIP® numbers are provided for convenience of reference only.
Neither the City nor the Underwriter takes any responsibility for the accuracy of such numbers.
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GENERAL INFORMATION ABOUT THE OFFICIAL STATEMENT

Use of Official Statement. This Official Statement is submitted in connection with the offer and sale of the
Bonds referred to herein and may not be reproduced or used, in whole or in part, for any other purpose. This
Official Statement is not to be construed as a contract with the purchasers of the Bonds.

Estimates and Forecasts. When used in this Official Statement and in any continuing disclosure by the City
in any press release and in any oral statement made with the approval of an authorized officer of the City or any
other entity described or referenced herein, the words or phrases “will likely result,” “are expected to,” “will
continue,” “is anticipated,” “estimate,” “project,” “forecast,” “expect,” “intend,” and similar expressions
identify “forward looking statements” within the meaning of the Private Securities Litigation Reform Act of
1995, Section 21E of the United States Securities Exchange Act of 1934., as amended, and Section 27A of the
United States Securities Act of 1933, as amended. Such statements are subject to risks and uncertainties that
could cause actual results to differ materially from those contemplated in such forward-looking statements. Any
forecast is subject to such uncertainties. Inevitably, some assumptions used to develop the forecasts will not
be realized and unanticipated events and circumstances may occur. Therefore, there are likely to be differences
between forecasts and actual results and those differences may be material. The information and expressions
of opinion herein are subject to change without notice, and neither the delivery of this Official Statement nor
any sale made hereunder shall, under any circumstances, give rise to any implication that there has been no
change in the affairs of the City or any other entity described or referenced herein since the date hereof. The
City does not plan to issue any updates or revision to the forward-looking statements set forth in this Official
Statement.

3% &K

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

Involvement of Underwriter. The Underwriter has submitted the following statement for inclusion in this
Official Statement: The Underwriter has reviewed the information in this Official Statement in accordance with,
and as a part of, its responsibilities to investors under the federal securities laws as applied to the facts and
circumstances of this transaction, but the Underwriter does not guarantee the accuracy or completeness of such
information. The information and expressions of opinions herein are subject to change without notice and
neither delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, create
any implication that there has been no change in the affairs of the Assessment District or any other entity
described or referenced herein since the date hereof. All summaries of the documents referred to in this Official
Statement are made subject to the provisions of such documents, respectively, and do not purport to be complete
statements of any or all of such provisions.

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

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



TABLE OF CONTENTS

INTRODUCTION ...\ttt 1 PROPERTY OWNERSHIP AND DEVELOPMENT ... 19
The Assessment District ........................... 1 Description of Development ................... 20
PurposeoftheBonds. ....................... .. ... 2 Tumer Riverwalk ~ LLLLC.................... 21
Sources of Payment for the Bonds. . .................. 2 La Sierra University.............oooiiiiiiil, 25
Appraisal ... .. ... . 2 Direct and Overlapping Debt................... 27
Tax Exemption. .. .........coiiiiiiiiiiiiiiiia... 3 Transportation Uniform Mitigation Fee; Multiple
Risk Factors Associated with Purchasing the Bonds. . . . . . 3 Species Habitat Conservation Plan .............. 28
Professionals Involved in the Offering . ............... 3 Market Absorption Study. ..................... 29
Continuing Disclosure .. ...............coiiiuiaes, 3 Appraisal ............... AR RRR 29
Other Information ................. ...t 4 Appraised Value-to-Lien Ratios ................ 30

PLANOF FINANCING ... ovovorso i 5 RISKFACTORS ........ccoiiiiiiiiiiiinnnnnnn. 31
PurposeoftheBonds ...........ccvivviivnnvninn... 5 General ... 31
Use of Proceeds of Bonds; Improvements to Be Financed Risks of Real Estate Secured Investments
with Proceeds of the Bonds.. . ........oovevniininn... 5 Generally...................._..: --------- 31
Sources and Usesof Funds ....................o..... 6 Assessments Are not Personal Obligations.. ... .. 32

The Bonds are Limited Obligations of the City. . . .. 32

THEBONDS .....coviiieiiiiaiitieaiiieianeeans, 6 Foreclosure Shortfall ........................ 32
Authority forIssuance .................. ... .. ..., 6 State Budget..................ool 32
General . ...t 6 Bankruptcy and Foreclosure Delays ............. 32
Redemption oftheBonds ........................... 7 FDIC/Federal Government Interests in Properties. .. 33
Transfer and Exchange of Bonds .. ................... 9 Factors That May Affect Land Development and
BOOK-ENIY SYSIEIM « .. oo evsrersssnsnnnnnnnns 9 Value vttt i i e e 34

Earthquakes ...........cociiiiviinanninnn. 34

BONDS DEBT SERVICE ................... e 10 Endangered Species.................oo 34

Hazardous Substances ........................ 34

SECURITY FORTHEBONDS ...............ccceuu.. 11 Appraised Value; Land Value . ................. 35
Assessment Installments .......................... 11 Parity of Taxes, Bonds and Fixed Assessments. .. .. 36
ReserveFund ...........coooiiiiiiiinninnnnn.... 11 Future Indebtedness....................... .. 36
Obligation of the City Upon Delinquency ............. 12 Disclosure to Future Purchasers .......... seeens 36
Covenant to Commence Superior Court Foreclosure California Constitution Article XIIIC and Article

Proceedings ............cooiiiiiiiiiiiiii, 12 XD .oovniininen SRR 36
Sales of Tax Defaulted Property Generally ............ 13 Ballot Inltlanyes and Legislative Measures. . ...... 37
Delinquency Resulting in Ultimate or Temporary Default No Acceleration . . . P R 37
onBonds ......... .. 14 Loss of Tax Exemption ....................... 37
Priority of Lien . . ... .ottt 15 Limited Liquidity of the Bonds................. 38
ExistingLiens ........... ..o, 15 Limitation on Remedies....................... 38
Assessments and the TeeterPlan .................... 15

CONCLUDING INFORMATION .............u.... 38

THE ASSESSMENT DISTRICT .. ..ovvoviieanennnnns 16 Tax Matters ...l 38
Assessment District Formation . .................... 16 No Litigation ... 39
Assessment District Location ...................... 16 NoRating ............oooiiiiiiiiiiiiii, 39
AssessmentFormula ............................. 18 LegalMatters ...................cooiiiie 39
Property Tax and Assessment Payment Delinquency Undgn:wntmg ..... R R R I 40
Status .. 18 Additional Information .................... .. 40
Environmental Conditions ........................ 18
OtherMatters .. ......cooviiiinn ... 19
Acquisition of Improvements. ...................... 19

APPENDIX A ~ GENERAL INFORMATION ABOUT THE CITY OFRIVERSIDE .. .. e oot vee oo A-1

APPENDIXB ~ FORM OF OPINION OF BOND COUNSEL. .. ..\ttt tte e teteee e e e, B-1

APPENDIXC - SUMMARY OF CERTAIN PROVISIONS OF THE FISCAL AGENT AGREEMENT. ...........o..... C-1

APPENDIXD -~ SUMMARY APPRAISAL REPORT .. ..tuitititte ettt e e e e et et e, D-1

APPENDIXE - UPDATE LETTER; SUMMARY MARKET ABSORPTION STUDY - SUMMARY AND

CON CLUSION S i et et e e e et e e e e e E-1

APPENDIXF ~ FORM OF CITY CONTINUING DISCLOSURE AGREEMENT. .. .ot oveteee oo, F-1

APPENDIX G - FORM OF MAJOR OWNER CONTINUING DISCLOSURE AGREEMENTS ... .o oo, G-1

APPENDIX H ~ BOOK-ENTRY SYSTEM ...ttt ittt ittt e e e e e e e, H-1



[THIS PAGE INTENTIONALLY LEFT BLANK]



City of Riverside
Regional Location Map

\"5‘\ 15

N

LOS SAN
ANGELES o BERNARDINOG
-~
=1,
HV P D fron
‘ O e
(B1 PALM

s

I &
2 & SPRING

1S MR
L\ RVINE &

o5
3 TEMEGULA

13}

SAN
\ DIEGO




e




OFFICIAL STATEMENT
Relating to
$3,755,000

CITY OF RIVERSIDE
RIVERWALK BUSINESS CENTER ASSESSMENT DISTRICT
LIMITED OBLIGATION IMPROVEMENT BONDS
(Property Secured Only — No Issuer Liability)

INTRODUCTION

This introduction is not a summary of this Official Statement. It is only a brief description of and
guide to, and is qualified by, more complete and detailed information contained in the entire Official
Statement, including the cover page and appendices hereto, and the documents summarized or described
herein. A full review should be made of the entire Official Statement. The offering of the Bonds to potential
investors is made only by means of the entire Official Statement.

This Official Statement (which includes the cover page, the table of contents and the Appendices
attached hereto) is furnished by the City of Riverside (the “City”), to provide information concerning the City
of Riverside, Riverwalk Business Center Assessment District Limited Obligation Improvement Bonds, issued
in the aggregate principal amount of $3,755,000 (the “Bonds™). The Bonds are issued pursuant to provisions
of the Improvement Bond Act of 1915 (Division 10 of the California Streets and Highways Code) (the 1915
Act”) and a Fiscal Agent Agreement (the “Fiscal Agent Agreement”), dated as of June 1, 2004, by and
between the City and U.S. Bank National Association, as Fiscal Agent (the “Fiscal Agent”). See “THE
BONDS?” herein. The City may issue additional bonds on a parity with the Bonds for refunding purposes
only.

Capitalized terms used in this Official Statement and not otherwise defined herein have the meanings
given such terms in the Fiscal Agent Agreement, some of which are set forth in Exhibit C hereto “Summary
of Certain Provisions of the Fiscal Agent Agreement.”

The Assessment District

Riverwalk Business Center Assessment District (the “Assessment District”) consists of 24 assessed
parcels of land aggregating approximately 47.95 gross acres (43.39 net acres) located in the City designated
for “business park” land uses. The Bonds are secured by certain Assessments (the “Assessments™) levied
on the parcels (the “Parcels™) within the Assessment District. All of the property within the Assessment
District was owned by La Sierra University, a California non-profit religious corporation. La Sierra
University entered into an option agreement with Turner Development Corporation, a California corporation,
for the sale of the Parcels in 3 phases. On July 30, 2003, La Sierra University sold the first phase, consisting
of Parcel Nos. 6, 7, 8 and 18 to 24, inclusive to Turner Riverwalk — 1, LLC, a California limited liability
company, an Affiliate (as defined in the Major Owner Continuing Disclosure Agreement) of Turner
Development Corporation. As of April 1, 2004, buildings are under construction on all 10 of the parcels
owned by Turner Riverwalk — 1, LLC. Turner Development Corporation has an option to acquire the
remaining 14 Parcels in the Assessment District from La Sierra University. It is anticipated that Turner
Development Corporation, through an Affiliate which was recently formed, Turner Riverwalk—2, LLC, will
exercise its option with respect to the second phase consisting of 7 Parcels on or before June 30, 2004. It
is expected that Turner Development Corporation, through a separate Affiliate which would be formed in
connection with the exercise of the option with respect to Phase 3, will exercise its option with respect to
Phase 3 consisting of 7 Parcels on or before October 31, 2005. La Sierra University and Turner



Riverwalk — 1, LLC are referred to herein as the “Major Owners.” See “THE ASSESSMENT DISTRICT”
herein.

Purpose of the Bonds

The Bonds are being issued to (i) finance the design, construction and acquisition of public
improvements for the benefit of the property within the Assessment District, (ii) fund a Reserve Fund for the
Bonds, (iii) pay costs of issuance of the Bonds; and (iv) pay capitalized interest on the Bonds through
September 2, 2004.

Sources of Payment for the Bonds

The Bonds are secured by the Assessments on the land within the Assessment District, together with
interest thereon at a fixed interest rate, and the Bonds, including principal and interest, are payable,
exclusively out of the Redemption Fund. Only the Parcels in the Assessment District constitute security
for the Bonds. Pursuant to the Fiscal Agent Agreement, the Fiscal Agent will establish, within certain
of the funds created under the Fiscal Agent Agreement, separate accounts for the Bonds, and the
principal of and interest on the Bonds are payable exclusively out of the Redemption Fund, as
provided in the Fiscal Agent Agreement.

The unpaid Assessments represent fixed liens on the Parcels within the Assessment District.
Installments of principal and interest sufficient to meet debt service on the Bonds (the “Assessment
Installments”) will be included on the regular County of Riverside (the “County”) tax bills sent to the owners
of the Parcels within the Assessment District against which there are unpaid Assessments.

PAYMENTS OF THE PRINCIPAL OF, PREMIUM, IF ANY, AND INTEREST ON THE BONDS
ARE SECURED SOLELY BY THE ASSESSMENTS (INCLUDING PREPAYMENTS THEREOF) ON
THE PARCELS WITHIN THE ASSESSMENT DISTRICT, TOGETHER WITH INTEREST THEREON
AND ANY PENALTIES RECEIVED WITH RESPECT THERETO, AND ANY OTHER AMOUNTS
(INCLUDING PROCEEDS OF THE SALE OF THE BONDS) HELD IN ANY ACCOUNT ESTABLISHED
PURSUANT TO THE FISCAL AGENT AGREEMENT FOR THE BONDS (OTHER THAN THEREBATE
FUND).

THE BONDS ARE NOT GENERAL OBLIGATIONS OF THE CITY, BUT ARE LIMITED
OBLIGATIONS, PAYABLE SOLELY FROM THE ASSESSMENTS AND THE OTHER FUNDS
PLEDGED THEREFOR UNDER THE FISCAL AGENT AGREEMENT. NEITHER THE FAITH
AND CREDIT NOR THE TAXING POWER OF THE CITY, OR THE STATE OF CALIFORNIA,
OR ANY POLITICAL SUBDIVISION THEREOF, IS PLEDGED TO THE PAYMENT OF THE
BONDS. NOTWITHSTANDING ANY OTHER PROVISION OF THE FISCAL AGENT
AGREEMENT, THE CITY IS NOT OBLIGATED TO ADVANCE AVAILABLE FUNDS FROM
THE CITY TREASURY TO CURE ANY DEFICIENCY IN THE REDEMPTION FUND
ESTABLISHED UNDER THE FISCAL AGENT AGREEMENT.

Appraisal

An appraisal prepared by an MAI appraiser of the land and existing improvements for the
development within the Assessment District dated April 6, 2004 (the “Appraisal”), has been prepared by
Harris Realty Appraisal, Newport Beach, California (the “Appraiser”) in connection with issuance of the
Bonds. The purpose of the Appraisal is to estimate the “as is” market value for the fee simple estate, subject
to special assessment liens for all the property within the Assessment District. The appraisal estimates the
market value of the land and any improvement under construction, under the ownerships of Turner
Riverwalk — 1, LLC and La Sierra University. The Appraisal is based on certain assumptions. Subject to



these assumptions, the Appraiser estimated that the fee simple market value of the property within the
Assessment District (subject to the lien of the Assessments) as of April 1, 2004, was $11,900,000 with
$8,800,000 relating to property owned by La Sierra University and $3,100,000 relating to property owned
by Turner Riverwalk — 1, LLC.

The fee simple market value includes the value of grading and infrastructure improvements
completed as of the date of value and the improvements to be financed by the Bonds. The market values
reported in the Appraisal result in an estimated overall value-to-lienratio of 3.17:1, calculated with respect
to the Bonds. The value-to-lienratios of individual parcels will differ from the foregoing aggregate value-to-
lienratio. See Table 5 —“Value-to-Lien Ratio” in “THE ASSESSMENT DISTRICT - Appraised Value-to-
Lien Ratios” section. See “RISK FACTORS — Parity of Taxes, Bonds and Fixed Assessments” and “RISK
FACTORS - Appraised Value; Land Value” herein and APPENDIX D — “SUMMARY APPRAISAL
REPORT” appended hereto for further information on the Appraisal and for limiting conditions relating to
the Appraisal.

Tax Exemption

Assuming compliance with certain covenants and provisions of the Internal Revenue Code of 1986,
in the opinion of Bond Counsel, interest on the Bonds will not be includable in gross income for federal
income tax purposes although it may be includable in the calculation for certain taxes. Also in the opinion
of Bond Counsel, interest on the Bonds will be exempt from State personal income taxes. See “TAX
MATTERS?” herein.

Risk Factors Associated with Purchasing the Bonds

Investment in the Bonds involves risks that may not be appropriate for some investors. See the
section of this Official Statement entitled “RISK FACTORS” for a discussion of certain risk factors which
should be considered, in addition to the other matters set forth herein, in considering the investment quality
of the Bonds.

Professionals Involved in the Offering

U.S. Bank National Association, Los Angeles, California, will serve as the fiscal agent, paying agent,
registrar, authentication and transfer agent, and dissemination agent for the Bonds and will perform the
functions required of it under the Fiscal Agent Agreement for the payment of the principal of and interest
and any premium on the Bonds and all activities related to the redemption of the Bonds. Best Best & Krieger
LLP, Riverside, California is serving as Bond Counsel to the City. McFarlin & Anderson LLP, Lake Forest,
California, is acting as Underwriter’s Counsel.

Albert A. Webb Associates, Riverside, California, acted as assessment engineer to the City. The
appraisal was prepared by Harris Realty Appraisal, Newport Beach, California. Empire Economics, Inc.,
San Juan Capistrano, California, acted as Absorption Consultant.

Payment of the fees and expenses of Bond Counsel, Underwriter’s Counsel, the Fiscal Agent and
the Underwriter and of a portion of the fees and expenses of the Assessment Engineer, is contingent upon
the sale and delivery of the Bonds.

Continuing Disclosure

The City. The City has covenanted for the benefit of owners and beneficial owners of the Bonds to
provide certain financial information and operating data relating to the Parcels by not later than nine months
following the end of the City’s fiscal year (which currently would be April 1) (the “Annual Report”),



commencing with the Annual Report for the 2003-2004 fiscal year, and to provide notices of the occurrence
of certain enumerated events, if material. The Annual Report will be filed by U.S. Bank National
Association, as dissemination agent (the “Dissemination Agent”) on behalf of the City with each Nationally
Recognized Municipal Securities Information Repository and the State Repository, if any. The notices of
material events will be filed by the Dissemination Agent on behalf of the City with the Municipal Securities
Rulemaking Board and the State Repository, if any. The specific nature of the information to be contained
in the Annual Report or the notices of material events is set forth in APPENDIX F — “FORM OF
CONTINUING DISCLOSURE AGREEMENT.” These covenants have been made in order to assist the
Underwriter in complying with S.E.C. Rule 15¢2-12(b)(5). The City has not previously failed to comply in
all material respects with any previous undertakings with respect to said rule to provide annual reports or
notices of material events.

The Major Owners. The Major Owners have covenanted for the benefit of the owners of the Bonds
to provide semi-annually certain financial information and information regarding the development of the
property owned by them or their Affiliates (as defined in the Major Owner Continuing Disclosure Agreement
attached hereto as Appendix G), in the Assessment District (each a “Major Owner’s Semi-Annual Report™),
and to provide notice of the occurrence of certain enumerated events, if material. Such information is to be
provided not later April 1 and October 1, commencing with the report due not later than April 1, 2005.

Filing of District Annual Reports; Major Owner’s Semi-Annual Reports; Form of Reports. Each
Annual Report will be filed by the Fiscal Agent, as dissemination agent, with each Nationally Recognized
Municipal Securities Information Repository and with each State Repository, if any. These covenants have
been made in order to assist the Underwriter in complying with Securities and Exchange Commission Rule
15¢2-12(b)(5); provided, however, a default under either Major Owner’s Continuing Disclosure Agreement
will not, in itself, constitute a default under the Fiscal Agent Agreement, and the sole remedy under each
Major Owner’s Continuing Disclosure Agreement in the event of any failure of either Major Owners or the
Dissemination Agent to comply with each Major Owners Continuing Disclosure Agreement will be an action
to compel performance. Each Major Owner’s continuing disclosure obligations will terminate upon the
occurrence of certain events, including when its and its Affiliates’ property is subject to less than 15% of the
Assessment levy of the Assessment District for the then current Fiscal Year. For a complete listing of items
- of information which will be provided in the City’s Annual Reports and the Major Owners” Semi-Annual
Reports, see APPENDIX G — “FORM OF MAJOR OWNER CONTINUING DISCLOSURE
AGREEMENT.” Each Major Owner has indicated that it and its Affiliates have never failed to comply in
all material respects with any previous undertakings with regard to said Rule to provide annual reports or
notices of material events.

Other Information

This Official Statement speaks only as of its date, and the information contained herein is subject
to change. Brief descriptions of the Bonds, certain sections of the Fiscal Agent Agreement, security for the
Bonds, special risk factors, the City, the Assessment District, the Major Owners, the development plan for
the property owned by the Major Owners and other information are included in this Official Statement. Such
descriptions and information do not purport to be comprehensive or definitive. The descriptions herein of
the Bonds, the Fiscal Agent Agreement, and other resolutions and documents are qualified in their entirety
by reference to the complete texts of the Bonds, the Fiscal Agent Agreement, such resolutions and other
documents. All such descriptions are further qualified in their entirety by reference to laws and to principles
of equity relating to or affecting generally the enforcement of creditors’ rights. Copies of such documents
may be obtained upon written request from the City of Riverside, 3900 Main Street, Riverside, California
92522, Attention: Finance Director. The City may charge for copying and mailing any documents requested.



PLAN OF FINANCING

Purpose of the Bonds

On October 7, 2003, the City Council (the “City Council”) confirmed a total assessment lien in the
amount of $3,755,000 on property within the Assessment District. The assessment diagram and Assessment
was recorded with the City on October 7, 2003, and the assessment diagram and notice of assessment was
recorded with the County on October 9, 2003 as Document No. 2003-796791. The Assessment District
consists of approximately 47.95 gross acres (43.39 net acres), which include streets, open space parcels and
other non-buildable areas. Only the Assessments on Parcels within the Assessment District constitute
security for the Bonds.

The City is issuing the Bonds in the aggregate principal amount of $3,755,000 pursuant to the Fiscal
Agent Agreement secured by the Assessment lien on the 24 Parcels within the Assessment District to (1)
finance the design, construction and acquisition of public improvements for the benefit of the property
within the Assessment District; (ii) fund a Reserve Fund for the Bonds; (iii) pay costs of issuance of the
Bonds; and (iv) to pay capitalized interest on the Bonds through September 2, 2004.

Use of Proceeds of Bonds; Improvements to Be Financed with Proceeds of the Bonds

Proceeds of the Bonds will be used for the acquisition and construction of infrastructure
improvements c onstructed or to be constructed by Turner Riverwalk — 1, LLC for the benefit of the
Assessment District. The proposed infrastructure improvements consist of the construction and/or
acquisition of certain streets, traffic signals, water, sewer, storm drains and dry utility improvements.
Detailed Plans and Specifications for the improvements are on file in the office of the Superintendent of
Streets, Public Works Department of the City. It is also anticipated that additional in-tract improvements will
be financed by the developers of the real property within the Assessment District through conventional
financing.

The improvementsnecessary for the use and enjoyment of the Parcels within the Assessment District
are being built by Turner Riverwalk — 1, LLC and will be acquired by the City. If sufficient funds are not
available to pay the full acquisition price, Turner Riverwalk — 1, LLC could be paid less than full
reimbursement for the improvements built.

A Funding Construction and Acquisition Agreement Riverwalk Business Center Assessment District
(the “Acquisition Agreement”), by and between the City of Riverside and Turner Development Corporation
dated as of August 12, 2003, describes the transfer and acquisition of the public improvements. Pursuant
to an Assignment and Assumption Agreement dated August 12, 2003, Turner Development Corporation
assigned and delegated all of its rights and obligations under the Acquisition Agreement to Turner
Riverwalk-1, LLC and Tumner Riverwalk — 1, LLC assumed and agreed to be bound by all such obligations.



Sources and Uses of Funds

The Bond proceeds are expected to be applied as follows:

Sources of Funds

Principal Amount of Bonds $3,755,000.00
Less Original Issue Discount 3,039.80
Less Underwriter’s Discount 74.795.00
Total Sources $3,677,165.20
Uses of Funds
Improvement Fund $3,161,433.74
Redemption Fund® 36,663.96
Reserve Fund 294,067.50
Costs of Issuance Fund® 185.000.00
Total Uses $3,677,165.20

() Represents capitalized interest through September 2, 2004.
@ $25.000 of the amount deposited in the Costs of Issuance Fund will be withdrawn by the City for initial

administrative costs.

THE BONDS

Authority for Issuance

The Bonds are issued pursuant to the provisions of the 1915 Act (the “Act”) and the Fiscal Agent
Agreement.

The formation and assessment proceedings for the Assessment District were conducted pursuant to
the Municipal Improvement Act of 1913 (the “1913 Act”), Article XIIID of the California Constitution and
the Proposition 218 Omnibus Implementation Act (Statutes of 1997, Chapter 38). The City Council
confirmed a total assessment of $3,755,000 on October 7, 2003, and recorded such confirmed assessment
on October 9, 2003.

General

The Bonds will be issued as fully registered bonds in the denomination of $5,000 or any integral
multiple of $5,000. The Bonds will be dated the date of delivery and will bear interest at the rates per annum
and will mature, subject to the redemption provisions set forth below, on the dates and in the principal
amounts, all as set forth on the cover page hereof.

Interest on the Bonds is payable semiannually on March 2 and September 2 of each year,
commencing September 2, 2004 (each an “Interest Payment Date™) to the persons in whose names ownership
of the Bonds is registered on the Registration Books at the close of business on the immediately preceding
Record Date, except as provided in the Fiscal Agent Agreement. Such interest will be paid by check mailed
by the Fiscal Agent on such Interest Payment Date, by first class mail, postage prepaid, to such Registered
Owners at their respective addresses shown on the Registration Books as of the close of business on the



immediately preceding Record Date, except as provided in the Fiscal Agent Agreement. Interest on the
Bonds will be calculated on the basis of a 360-day year composed of twelve 30-day months.

Principal of and premium, if any, on the Bonds will be payable upon presentation and surrender
thereof upon maturity or earlier redemption at the principal corporate trust office (the “Trust Office™) of the
Fiscal Agent in St. Paul, Minnesota, or such other address as specified by the Fiscal Agent. Principal of and
premium, if any, and interest on the Bonds will be paid in lawful money of the United States of America.

The Bonds will be issued in book-entry form, initially registered in the name of Cede & Co., New
York, New York, as nominee of The Depository Trust Company (“DTC”), New York, New York. Payment
of interest on any Bond registered as of each Record Date in the name of Cede & Co. will be made by wire
transfer of same-day funds to the account of Cede & Co. See “Book-Entry System™ herein.
Redemption of the Bonds

Optional Redemption

The Bonds maturing on or after September 2, 2014, are subject to redemption prior to their stated
maturity dates on September 2, 2013 or on any Interest Payment Date thereafter, on a pro rata basis among
maturities (and by lot within any one maturity), in integral multiples of $5,000, at the option of the City from
moneys derived by the City from any source, at the following redemption prices (expressed as percentages
of the principal amount of the Bonds to be redeemed), together with accrued interest thereon to the date of
redemption:

Redemption Dates Redemption Price

September 2, 2013 and March 2, 2014 102%
September 2, 2014 and March 2, 2015 101
September 2, 2015 and thereafter 100

Mandatory Redemption from Assessment Prepayments

The Bonds are subject to mandatory redemption prior to their stated maturity dates on any Interest
Payment Date, as selected by the City, in integral multiples of $5,000, from moneys derived by the City from
Assessment Prepayments, at the following redemption prices (expressed as percentages of the principal
amount of the Bonds to be redeemed), together with accrued interest thereon to the date of redemption:

Redemption Dates Redemption Price
September 2, 2004 through March 2, 2013 103%
September 2, 2013 and March 2, 2014 102
September 2, 2014 and March 2, 2015 101
September 2, 2015 and thereafter 100

Sinking Fund Redemption

The Outstanding Bonds maturing on September 2, 2029, are subject to mandatory sinking fund
redemption, in part, on September 2, 2025, and on each September 2 thereafter prior to maturity, by lot, at
a redemption price equal to the principal amount thereof to be redeemed, together with accrued interest to
the date of redemption, without premium, from sinking fund payments as follows:



Sinking Fund

Redemption Date Principal Amount

(September 2) To Be Redeemed
2025 $215,000
2026 230,000
2027 245,000
2028 260,000
2029 (maturity) 275,000

The amounts in the foregoing schedule shall be reduced pro rata among redemption dates, in order
to maintain substantially level A nnual Debt Service, as directed in writing to the Fiscal Agent by an
Authorized Officer, as a result of any prior partial redemption of the Bonds pursuant to the Fiscal Agent
Agreement.

Purchase of Bonds

In lieu of payment at maturity or redemption under the Fiscal Agent Agreement, moneys in the
Redemption Fund may be used and withdrawn by the Fiscal Agent for purchase of Outstanding Bonds, upon

the filing with the Fiscal Agent of an Officer’s Certificate requesting such purchase, at public or private sale
as and when, and at such prices (including brokerage and other charges) as such Officer’s Certificate may
provide, but in no event may Bonds be purchased at a price in excess of the principal amount thereof, plus
interest accrued to the date of purchase. The Fiscal Agent shall be absolutely protected and shall incur no
liability in relying on such an Officer’s Certificate.

Refunding Bonds

Pursuant to the Refunding Act of 1984 for 1915 Improvement Act Bonds (Division 11.5 of the
California Streets and Highways Code), the City may issue refunding bonds for the purpose of redeeming
the Bonds. The City may issue and sell refunding bonds without giving notice to and conducting a hearing
for the owners of property in the assessment district, or after giving notice to the owners of the Bonds after
the making of certain required findings by the City Council.

Selection of Bonds for Redemption

Whenever provision is made in the Fiscal Agent Agreement for the redemption of less than all of the
Bonds, the Fiscal Agent shall select the Bonds for redemption in such a way that the ratio of Outstanding
Bonds to issued Bonds shall be approximately the same in each maturity of the Bonds insofar as possible,
and shall select Bonds for redemption within each maturity of the Bonds by lot.

Notice of Redemption and Effect Thereof

Notice of any redemption will be given by the Fiscal Agent by first class mail, postage prepaid, to
the respective Owners of any Bonds designated for redemption at their respective addresses appearing on
the Registration Books, and to the Securities Depositories and to one or more Information Services, at least
30 but not more than 60 days prior to the date fixed for redemption. Such mailing shall not be a condition
precedent to such redemption and failure to mail or to receive any such notice, or any defect therein, shall
not affect the validity of the proceedings for the redemption of such Bonds.

From and after the date fixed for redemption, if funds available for the payment of the redemption
prices of the Bonds called for redemption, together with accrued interest to the date of redemption, shall have
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been deposited in the Redemption Fund, such Bonds shall cease to be entitled to any benefit under the Fiscal
Agent Agreement other than the right to receive payment of the redemption price, and interest shall cease
to accrue on the Bonds to be redeemed on the redemption date specified in the notice of redemption.

Transfer and Exchange of Bonds

So long as the Bonds remain in book-entry form, transfer and exchange of any of the Bonds shall be
accomplished in accordance with the provisions of such book-entry system. In the event of the termination
of such book-entry system with respect to the Bonds, then any Bond may be transferred upon the registration
books by the person in whose name it is registered, in person or by his duly authorized attorney, upon
surrender of such Bond for cancellation, accompanied by delivery of a duly executed written instrument of
transfer in a form approved by the Fiscal Agent. Whenever any Bond or Bonds are surrendered for transfer,
the City will execute and the Fiscal Agent will authenticate and deliver a new Bond or Bonds of a like
aggregate principal amount. The Fiscal Agent will collect from the Bondowner requesting such transfer any
tax or other governmental charge required to be paid with respect to such transfer.

The Bonds may be exchanged at the Principal Office of the Fiscal Agent for a like aggregate
principal amount of Bonds of authorized denominations and of the same maturity. The Fiscal Agent will
collect from the Bondowner requesting such exchange any tax or other governmental charge required to be
paid with respect to such exchange.

The Fiscal Agent will not be obligated to make any transfer or exchange of Bonds during the 15 day
period preceding the selection of Bonds for redemption, or with respect to any Bonds selected for
redemption.

Book-Entry System

The Depository Trust Company (“DTC”), New York, New York, will act as securities depository
for the Bonds. The Bonds will be issued as fully registered securities registered in the name of Cede & Co.
(DTC’s partnership nominee) or such other name as may be requested by an authorized representative of
DTC. One fully registered Bond certificate will be issued for each maturity of the Bonds, in the aggregate
principal amount of such maturity, and will be deposited with DTC. See APPENDIX H — “BOOK-ENTRY
SYSTEM.”



BONDS DEBT SERVICE

The debt service requirements with respect to the Bonds is set forth on the following schedule:

Year Ending
September 2 Principal Interest Total

2004M - $ 36,663.96 $ 36,663.96
2005 $ 80,000 212,887.50 292,887.50
2006 80,000 210,687.50 290,687.50
2007 85,000 207,967.50 292,967.50
2008 85,000 204,482.50 289,482.50
2009 90,000 200,742.50 290,742.50
2010 95,000 196,602.50 291,602.50
2011 100,000 192,042.50 292,042.50
2012 105,000 187,042.50 292,042.50
2013 110,000 181,687.50 291,687.50
2014 115,000 175,967.50 290,967.50
2015 120,000 169,872.50 289,872.50
2016 130,000 163,332.50 293,332.50
2017 135,000 156,052.50 291,052.50
2018 145,000 148,357.50 293,357.50
2019 150,000 139,947.50 289,947.50
2020 160,000 131,097.50 291,097.50
2021 170,000 121,657.50 291,657.50
2022 180,000 111,457.50 291,457.50
2023 190,000 100,657.50 290,657.50
2024 205,000 89,067.50 294,067.50
2025 215,000 76,562.50 291,562.50
2026 230,000 63,125.00 293,125.00
2027 245,000 48,750.00 293,750.00
2028 260,000 33,437.50 293,437.50
2029 275.000 17,187.50 292.187.50

TOTALS $3,755,000 $3,577,336.46 $7,322,336.46

M Interest on the Bonds through September 2, 2004, will be paid from Bond proceeds deposited into the Redemption Fund.
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SECURITY FOR THE BONDS

Assessment Installments

The Bonds are secured by the Assessments, together with interest thereon at fixed interest rates, and
the Bonds, including principal and interest, are payable, exclusively out of the Redemption Fund. Pursuant
to the Fiscal Agent Agreement, the Fiscal Agent will establish, maintain and hold in trust specifically for the
Bonds, the Improvement Fund, the Redemption Fund, the Reserve Fund, the Costs of Issuance Fund and the
Rebate Fund. The Bonds are secured by the amounts held in such funds and accounts (other than the Rebate
Fund). Principal of and interest on the Bonds are payable exclusively out of the Redemption Fund.

PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, AND INTEREST ON THE BONDS
IS SECURED SOLELY BY THE ASSESSMENTS (INCLUDING PREPAYMENTS THEREOF) ON THE
PARCELS, TOGETHER WITH INTEREST THEREON AND ANY PENALTIES RECEIVED WITH
RESPECT THERETO, AND ANY OTHER AMOUNTS (INCLUDING PROCEEDS OF THE SALE OF
THE BONDS) HELD IN ANY FUND ESTABLISHED PURSUANT TO THE FISCAL AGENT
AGREEMENT FOR THE BONDS (OTHER THAN THE REBATE FUND).

Under the provisions of the Act, the Assessment Installments will be included annually on the regular
County tax bills sent to the owners of the Parcels within the Assessment District against which there are
unpaid Assessments. Such Assessment Installments are to be paid into the Redemption Fund for the payment
of principal of, premium, if any, and interest on the Bonds as they become due.

Collection of Assessment Installments will commence with Fiscal Year 2004-05. Any Assessment
may be prepaid at any time, together with any applicable premium to the redemption date, plus interest
thereon, as the City may determine with respect to the portion of the prepayment which cannot be applied
to the redemption of Bonds on the first available redemption date.

THE BONDS ARE NOT GENERAL OBLIGATIONS OF THE CITY, BUT ARE LIMITED
OBLIGATIONS, PAYABLE SOLELY FROM THE ASSESSMENTS AND THE OTHER FUNDS
PLEDGED THEREFOR UNDER THE FISCAL AGENT AGREEMENT. NEITHER THE FAITH AND
CREDIT NOR THE TAXING POWER OF THE CITY OR THE STATE OF CALIFORNIA, OR ANY
POLITICAL SUBDIVISION THEREOF, IS PLEDGED TO THE PAYMENT OF THE BONDS.
NOTWITHSTANDING ANY OTHER PROVISION OF THE FISCAL AGENT AGREEMENT, THE CITY
ISNOT OBLIGATED TO ADVANCE AVAILABLE FUNDS FROM THE CITY TREASURY TO CURE
ANY DEFICIENCY IN THE REDEMPTION FUND ESTABLISHED UNDER THE FISCAL AGENT
AGREEMENT.

Reserve Fund

Under the Fiscal Agent Agreement, the Fiscal Agent is required on the Closing Date to deposit in
the Reserve Fund from proceeds of sale of the Bonds an amount equal to the “Reserve Requirement,” which
is defined in the Fiscal Agent Agreement to mean, with respect to the Bonds, as of the date of any
calculation, the least of (1) 10% of the proceeds of the sale of the Bonds, (2) maximum annual debt service
on the Bonds and (3) 125% of average annual debt service on the Bonds. Amounts on deposit in the Reserve
Fund will be transferred to the Redemption Fund in the event of any deficiency at any time in the
Redemption Fund of the amount then required for payment of the principal of, premium, if any, and interest
on the Bonds or, in accordance with the terms of the Fiscal Agent Agreement, for the purpose of redeeming
Bonds from the Redemption Fund. The moneys in the Reserve Fund may be invested in any Permitted
Investment, as said term is defined in the Fiscal Agent Agreement. See APPENDIX C - “SUMMARY OF
CERTAIN PROVISIONS OF THE FISCAL AGENT AGREEMENT - Deposit and Investment of Moneys
in Funds.”
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Whenever, on any September 3, the amount in the Reserve Fund, less Investment Earnings resulting
from the investment of the funds therein which pursuant to the Fiscal Agent Agreement must be rebated to
the United States (the “Rebate Amount”), exceeds the then applicable Reserve Requirement, the Fiscal Agent
shall provide written notice to the City of the amount of the excess and shall, subject to the requirements of
the Fiscal Agent Agreement, transfer an amount equal to the excess from the Reserve Fund to the
Redemption Fund to be used for the payment of Debt Service on the next succeeding Interest Payment Date
in accordance with the Fiscal Agent Agreement.

Whenever an Assessment on a lot or parcel of property within the Assessment District is paid off,
the Fiscal Agent shall, upon receiving an Officer’s Certificate regarding such Assessment, transfer from the
Reserve Fund to the Redemption Fund an amount equal to the reduction in such Assessment determined
pursuant to Section 8881 of the California Streets and Highways Code, which amount shall be specified in
the Officer’s Certificate.

Whenever the balance in the Reserve Fund exceeds the amount required to redeem or pay the
Outstanding Bonds, including interest accrued to the date of payment or redemption and premium, if any,
due upon redemption, the Fiscal Agent shall, upon receiving written direction from an Authorized Officer,
transfer the amount in the Reserve Fund to the Redemption Fund to be applied, on the next succeeding
Interest Payment Date to the payment and redemption, in accordance with the Fiscal Agent Agreement, of
all of the Outstanding Bonds. In the event that the amount so transferred from the Reserve Fund to the
Redemption Fund exceeds the amount required to pay and redeem the Outstanding Bonds, the balance in the
Reserve Fund shall be transferred by the Fiscal Agent to the City to be applied as provided in Section 8885
of the California Streets and Highways Code.

Obligation of the City Upon Delinquency

The City is under no obligation to transfer any funds of the City into the Redemption Fund for
payment of the principal of or interest on the Bonds if a delinquency occurs in the payment of any
Assessment Installments. See “SECURITY FOR THE BONDS — Covenant to Commence Superior Court
Foreclosure Proceedings” for a discussion of the City’s obligation to foreclose Assessment liens upon
delinquencies.

Ownership of the Parcels in the Assessment District is concentrated in La Sierra University and
Turner Riverwalk— 1, LLC. See “RISK FACTORS — General” herein. The failure of La Sierra University,
Turner Riverwalk — 1, LLC or any subsequent owners to pay Assessment Installments in a timely manner
could result in the unavailability of money to pay the principal of or interest on the Bonds prior to
reimbursement from resale of property or delinquency redemptions.

Covenant to Commence Superior Court Foreclosure Proceedings

The Act provides that in the event any Assessment Installment or any interest thereon is not paid
when due, the City may order the institution of a court action to foreclose the lien of the unpaid Assessment.
In such an action, the real property subject to the unpaid Assessment may be sold at judicial foreclosure sale.
This foreclosure sale procedure is not mandatory. The City has covenanted in the Fiscal Agent Agreement
that it will order, and cause to be commenced, judicial foreclosure proceedings against properties with
delinquent Assessment installments in excess of $10,000 by the October 1 following the close of the Fiscal
Year in which such installments were due, and will commence judicial foreclosure proceedings against all
properties with delinquent Assessment Installments by the October 1 following the close of each Fiscal Year
in which it receives Assessment Revenues in an amount which is less than 95% of the total Assessment
Revenues which were to be received in the Fiscal Year and diligently pursue to completion such foreclosure
proceedings.
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Upon the redemption or sale of the real property responsible for such delinquencies, the City will
apply the net proceeds thereof to deposit to the Reserve Fund the amount of any delinquency advanced
therefrom to the Redemption Fund for payment of interest on or principal of the Bonds, including
Assessment Revenues including net proceeds of redemption or sale of the real property and all such moneys
are dedicated in their entirety to the payment of the principal of the Bonds, and interest and any premium on,
the Bonds, as provided in the Fiscal Agent Agreement and the 1915 Act.

IN THE EVENT SUCH SUPERIOR COURT FORECLOSURE OR FORECLOSURES ARE
NECESSARY, THERE MAY BE A DELAY IN PAYMENTS TO BONDOWNERS PENDING
PROSECUTION OF THE FORECLOSURE PROCEEDINGS AND RECEIPT BY THE CITY OF THE
PROCEEDS OF THE FORECLOSURE SALE; IT IS ALSO POSSIBLE THAT NO BID FOR THE
PURCHASE PRICE OF APPLICABLE PROPERTY WOULD BE RECEIVED AT THE FORECLOSURE
SALE. SEE “RISK FACTORS.” NOTWITHSTANDING ANY OTHER PROVISION OF THE FISCAL
AGENT AGREEMENT, THE CITY ISNOT OBLIGATED TO ADVANCE AVAILABLE FUNDS FROM
THE CITY TREASURY TO CURE ANY DEFICIENCY IN THE REDEMPTION FUND OR RESERVE
FUND ESTABLISHED UNDER THE FISCAL AGENT AGREEMENT.

The 1913 Act provides that the court in a foreclosure proceeding has the power to order property
securing delinquent assessment installments to be sold for an amount not less than all assessment
installments, interest, penalties, cost, fees and other charges that are delinquent at the time the foreclosure
action is ordered and certain other fees and amounts as provided in the 1913 Act. The court may also include
subsequent delinquent assessment installment and all other delinquent amounts.

If the property to be sold fails to sell for the minimum price described above, the City may petition
the court to modify the judgment so that the property may be sold at a lesser price or without a minimum
price. Incertain circumstances, the court may modify the judgment after a hearing if the court makes ceratin
determinations, including, but not limited to, a determination that the sale at less than the minimum price will
not result in an ultimate loss to the owners of the bonds or a determination that the owners of at least 75%
of the principal amount of the bonds outstanding have consented to the petition and the sale will not result
in an ultimate loss to the non-consenting bondowners. Neither the property owner nor any owner of a
security interest in the property nor any defendant in the foreclosure action nor any agent thereof may
purchase the property at the foreclosure sale for less than the minimum price.

Prior to July 1, 1983, the right of redemption from foreclosure sales was limited to a period of one

year from the date of sale. Under legislation effective July 1, 1983, the statutory right of redemption from
such foreclosure sales has been repealed. However, a period of 140 days must elapse after the date notice

of levy of the interest in real property was served on the judgment debtor before the sale of such lot or parcel
can be made. Furthermore, if the purchaser at the sale is the judgment creditor (e.g., the City), an action may
be commenced by the delinquent property owner within 90 days after the date of sale to set aside such sale.
The constitutionality of the aforementioned legislation which repeals the one year redemption period has not
been tested and there can be no assurance that, if tested, such legislation will be upheld. (Section 701.680
of the Code of Civil Procedure of the State.)

La Sierra University and Turner Riverwalk — 1, LLC currently own all of the Parcels within the
Assessment District (See “PROPERTY OWNERSHIP AND DEVELOPMENT” and “RISK FACTORS —
General” herein). The failure of La Sierra University, Turner Riverwalk — 1, LLC or any subsequent owner
to pay Assessment Installments in a timely manner could result in the unavailability of money to pay the
principal of or interest on the Bonds.

Sales of Tax Defaulted Property Generally

Property securing delinquent Assessment Installments which is not sold pursuant to the judicial
foreclosure proceedings described above may be sold, subject to redemption by the property owner, in the
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same manner and to the same extent as real property sold for nonpayment of general County property taxes.
On or before June 30 of the year in which such delinquency occurs, the property becomes tax defaulted. This
initiates a five year period during which the property owner may redeem the property. At the end of the five
year period the property becomes subject to sale by the County Treasurer and Tax Collector. Except in
certain circumstances, as provided in the 1915 Act, the purchaser at any such sale takes such property subject
to all unpaid Assessments, interest and penalties, costs, fees and other charges which are not satisfied by
application of the sales proceeds and subject to all public improvementassessments which may have priority.
See “— Covenant to Commence Superior Court Foreclosure Proceedings” for the circumstances under which
the City is required to take action to foreclose the lien of delinquent Assessments.

Delinquency Resulting in Ultimate or Temporary Default on Bonds

If a temporary deficiency occurs in the Redemption Fund with which to pay Bonds which have
matured, past due interest or the principal and interest on Bonds coming due during the current tax year, but
it does not appear to the Treasurer of the City that there will be an ultimate loss to the Bondowners, the
Treasurer shall, pursuant to the 1915 Act, direct the Fiscal Agent to pay the principal of Bonds which have
matured as presented and make interest payments on the Bonds when due as long as there are available funds
in the Redemption Fund, in the following order of priority:

N All matured interest payments shall be made before the principal of any Bonds is paid.
)] Interest on Bonds of earlier maturity shall be paid before interest on Bonds of later maturity.

3) Within a single maturity, interest on lower numbered Bonds shall be paid before interest on
higher numbered Bonds.

@) The principal of Bonds shall be paid in the order in which the Bonds are presented for
payment. Any Bond which is presented but not paid shall be assigned a serial number
according to the order of presentment and shall be returned to the Bondowner.

When funds become available for the payment of any Bond which was not paid upon presentment,
the Treasurer shall notify the registered owner of such Bond by registered mail to present the Bond for
payment. If the Bond is not presented for payment within ten days after the mailing of the notice, interest
shall cease to run on the Bond.

If it appears to the Treasurer that there is a danger of an ultimate loss accruing to the Bondowners
for any reason, he or she is required pursuant to the 1915 Act to withhold payment on all matured Bonds and
interest on all Bonds and report the facts to the City Council so that the City Council may take proper action
to equitably protect all Bondowners.

Upon the receipt of such notification from the Treasurer, the City Council is required to fix a date
for a hearing upon such notice. At the hearing the City Council shall determine whether in its judgment there
will ultimately be insufficient money in the Redemption Fund to pay the principal of the unpaid Bonds and
interest thereon.

If the City Council determines that in its judgment there will not be an Ultimate Default, it shall
direct the Treasurer to pay matured Bonds and interest as long as there is available money in the Redemption
Fund.

If the City Council determines that in its j udgment there will ultimately be a shortage in the
Redemption Fund to pay the principal of the unpaid Bonds and interest thereon (an “Ultimate Default”), the
City Council shall direct the Treasurer to pay to the owners of all outstanding and unpaid Bonds such
proportion thereof as the amount of funds on hand in the Redemption Fund bears to the total amount of the
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unpaid principal of the Bonds and interest which has accrued or will accrue thereon. Similar proportionate
payments shall thereafter be made periodically as moneys come into the Redemption Fund.

Upon the determination by the City Council that an Ultimate Default will occur, the Treasurer shall
notify all Bondowners to surrender their Bonds to the Treasurer for cancellation. Upon cancellation of the
Bonds, the Bondowner shall be credited with the principal amount of the Bond so canceled. The Treasurer
shall then pay by warrant the proportionate amount of principal and accrued interest due on the Bonds of
each Bondowner as may be available from time to time out of the money in the Redemption Fund. Interest
shall cease on principal payments made from the date of such payment, but interest shall continue to accrue
on the unpaid principal at the rate specified on the Bonds until payment thereof is made. No premiums shall
be paid on payments of principal on Bonds made in advance of the maturity date thereon.

If Bonds are not surrendered for registration and payment, the Treasurer shall give notice to the
Bondowner by registered mail, at the Bondowner’s last address as shown on the registration books
maintained by the Fiscal Agent, of the amount available for payment. Interest on such amount shall cease
as of ten days from the date of mailing of such notice.

Priority of Lien

The Assessments (and any reassessments) and each Assessment Installment, and any interest and
penalties thereon, constitute a lien against the Parcels within the Assessment District until the same are paid.
Such lien is subordinate to all special assessment liens previously imposed upon the same property, but has
priority over all private liens and over all special assessment liens which may thereafter be created against
the property. Such lien is co-equal to and independent of the lien for general taxes and the lien for any
assessment district special taxes.

Existing Liens

The Parcels within the Assessment District are subject to an annual maintenance assessment by the
City of approximately $1,000 per acre. Such assessments are subject to an increase each year based upon
the consumer price index as provided in the maintenance assessment proceedings. The lien for the
Assessments is co-equal to the lien for the annual landscape maintenance assessment and the lien for general
property taxes. In addition, Turner Riverwalk — 1, LLC/Tumer Development Corporation proposes the
establishment of a separate owners’ association which will impose charges with respect to the Parcels. “THE
ASSESSMENT DISTRICT - Direct and Overlapping Debt.”

The City is unaware of any present or contemplated assessment district or community facilities
district that includes property within the Assessment District except as described above.

Assessments and the Teeter Plan

The County has adopted a Teeter Plan as provided for in Section 4701 ef seq. of the California
Revenue and Taxation Code, under which a tax distribution procedure is implemented and secured roll taxes
are distributed to taxing agencies within the County on the basis of the tax levy, rather than on the basis of
actual tax collections. By policy, the County does not include assessments, reassessments and special taxes,
including the Assessments of the Assessment District, in its Teeter program.
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THE ASSESSMENT DISTRICT

The Bonds are secured by the Assessments levied on the Parcels within the Assessment District. See,
“THE ASSESSMENT DISTRICT — Assessment District Location” for a description of such Parcels. The
formation and assessment proceedings for the Assessment District were conducted pursuant to the 1913 Act,
Resolution No. 20501, adopted by the City Council on August 12, 2003, Article XIIID of the California
Constitution and the Proposition 218 Omnibus Implementation Act (Statutes of 1997, Chapter 38). The City
Council confirmed a total Assessment in the Assessment District of $3,755,000 on October 7, 2003, and
recorded such confirmed Assessment on October 9, 2003.

Assessment proceedings were initiated by the City Council upon receipt of a petition by La Sierra
University, as the sole landowner at the time. Albert A. Webb Associates, Riverside, California (the
“Assessment Engineer”) prepared a written report (the “Engineer’s Report”) which contains, among other
things, the proposed Assessment for two assessment parcels (subsequently subdivided into twenty-four
assessment parcels) (the “Parcels”) of land in the Assessment District. The total amount of the proposed
Assessments was based upon the Assessment Engineer’s estimated cost of the acquisition of certain
infrastructure improvements to be completed for the benefit of the Assessment District.

The Engineer’s Report was filed and approved by the City Council on October 7, 2003, after a public
hearing was held at which property owners in the Assessment District had the right to protest the levy of the
proposed Assessments in writing prior to or at the commencement of the hearing and to be heard at the
hearing. Assessment ballots were mailed to owners of property within the Assessment District prior to the
public hearing in accordance with the Act. No written protests were filed at or prior to the commencement
of the public hearing or were voiced at the public hearing. Following the closing of the public hearing, the
City Council tabulated the assessment ballots and determined that all record owners (La Sierra University and
Turner Riverwalk— 1, LLC) had cast their assessment ballots in favor of formation of the Assessment District
and the imposition of the Assessments. The City Council thereupon approved the Engineer’s Report and
adopted its resolution confirming the Assessments and ordering the acquisition of certain infrastructure
improvements to be completed for the benefit of the Assessment District. After confirmation and recordation,
the Assessments became liens against the Parcels as described in the Engineer’s Report.

Assessment District Formation

The proceedings for the formation of the Assessment District were conducted pursuant to the 1913
Act and Article XIIID of the Constitution of the State of California (the “State”). The Assessment District
was formed for the acquisition of certain infrastructure improvementsto be constructed by Turner Riverwalk—
1, LLC for the benefit of the Assessment District. The Assessment District is an area of special assessment
referring to the property that is specially benefited from the improvements and that is to be assessed to pay
for the costs of acquisition and construction of the improvements. The Assessment District is not a
governmental unit.

Assessment District Location

The Assessment District generally consists of approximately 47.95 gross acres (approximately 43.39
net acres) of land. It is anticipated that the Parcels in the Assessment District will be developed primarily as
a business-industrial project. The property in the Assessment District is located in the La Sierra University
Specific Plan Area in the south western portion of the City of Riverside. La Sierra University is the principal
landowner within the Specific Plan Area and University-related improvements are the dominantland use. The
Assessment District is part of an industrial planning area that was previously used for agricultural school
teaching purposes. The immediate surrounding neighborhood is primarily residential in nature with the
necessary supporting services such as schools, parks, and commercial uses.

16



0/ HE
00121+120
0% .3

- viNdOdIvO 3aisMamNy .

Risewos d Hipueyd 5 3 w0 o

GNODTYIN 1YV 1] L uﬂ%ﬂm@“ﬂ%m?

s

,,
il

S
RIS AR I AR
e et




[THIS PAGE INTENTIONALLY LEFT BLANK]



The property in the Assessment District is a portion of the new industrial development known as
“Turner Riverwalk." This development is located in the southwest portions of the City of Riverside. The 24
individual parcels are a portion of the Riverwalk at La Sierra University development, which will also include
multi-familyresidential, commercial and for-sale residential uses when completed. The La Sierra University
Specific Plan in its entirety contains approximately 531 gross acres, of which approximately 77 acres are
committed to industrial use. The property within the Assessment District has a legal description of Parcels
1 to 24 of Parcel Map No. 31164. Turner Riverwalk-1, LLC owns Parcels 6, 7, 8 and 18 to 24. La Sierra
University retains ownership of Parcels 1 to 5 and 9 to 17 but has entered into an option agreement with
Turner Development Corporation for the sale of those parcels. The option agreement expires as of July 30,
2004 with respect to 7 parcels in Phase 2 and October 31, 2005 with respect to the remaining Assessment
District property in Phase 3 (23.40 acres to be developed in two stages, referred to herein as Phases 3A and
3B). It is expected that Turner Development Corporation, through an Affiliate which was recently formed,
Turner Riverwalk — 2, LLC, will exercise its option with respect to Phase 2 on or before June 30, 2004. Itis
expected that Turner Development Corporation, through a separate Affiliate which would be formed in
connection with the exercise of the option with respect to Phase 3, will exercise its option with respect to
Phase 3 on or before October 31, 2005.

The Assessment District is part of an area for which the City Council approved a specific plan for
development on March 18, 1997, the “La Sierra University Specific Plan” which sets forth a comprehensive
land use plan and establishes regulations and conditions for development of the property. The Specific Plan
encompasses approximately 531 gross acres. The La Sierra University Specific Plan provides fora variety
of land uses including (i) approximately 77.2 acres of industrial/business park property, (i) approximately
45.2 mixed use office/residential property with approximately 90 residential units, (iii) approximately 7.1
acres of commercial retail, business and office property, (iv) approximately 147.1 acres of campus property,
(v) approximately 76.4 acres of multi-family property with a maximum of 976 units, and (vi) approximately
154.9 acres of single family residential property with a maximum of 703 units. Only 47.95 gross acres of the
77.2 gross acres zoned for industrial/business park property are located within the Assessment District. No
assessment district has been formed with respect to the balance of the acreage zoned for industrial/business
park use.

The property in the Assessment District is located east and south of Riverwalk Parkway at Collett
Avenue. The property has direct access to the Riverside (91) Freeway from the Pierce Street interchange
which is located within one-half mile of the Assessment District. The subject neighborhood is bounded by
the Riverside Freeway (91) on the south, Pierce Street on the west and north and La Sierra Avenue on the east.
Magnolia Avenue and La Sierra Avenue also provide access to the Riverside Freeway. The Riverside (91)
Freeway provides access to employment centers in Orange County and to the Southern California freeway
grid. The Riverside (91) Freeway interchange with Interstate 15 is located three miles west of Pierce Street.
Interstate 15 is a north-south route that provides access to the Pomona Freeway and Interstate 10 in San
Bernardino County and extends southward to San Diego. A Metrolink commuter rail station is located at La
Sierra Avenue and the Riverside Freeway. Metrolink provides a transportation alternative to employment in
Orange and Los Angeles counties.

The property is a portion of the property previously owned by La Sierra University. The University
encompasses both developed and undeveloped properties east and west of Pierce Street, north of the La Sierra
Channel, and southwest of Golden Avenue and La Sierra Avenue. La Sierra University is one of the largest
landowners in western Riverside, having retained and accumulated its properties since the school was
established as a Seventh-Day Adventist high school in 1922. As part of the La Sierra University Specific
Plan, the University will be expanded to accommodate 5,000 students and surplus lands are proposed to be
developed with institutional, office, residential, commercial, and industrial uses as described above.

Utility services for parcels in the Assessment District will be provided by the City of Riverside
(sewer, water, and electricity) Southern California Gas Company (gas), various companies (refuse), Charter
Communications (cable), and SBC (telephone).
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Assessment Formula

The 1913 Act and Article XIIID of the State Constitution, pursuant to which the Assessments were
levied and the improvements are being acquired and constructed, requires that individual assessments assigned
to the property within the Assessment District be based on the special benefit such properties receive from
the improvements. The method of assessment developed by the Assessment Engineer bases assessments on
the net area of each of the Parcels as described in the Engineer’s Report.

Property Tax and Assessment Payment Delinquency Status

The City will issue the Bonds. Each of the Bonds is secured by the Assessments levied on the Parcels
within the Assessment District.

The City reports that according to County records, as of April 21, 2004, the owners of the Parcels in
the Assessment District were not delinquent in their regular property tax payments or the payment of any
special tax payments or assessments with respect to such Parcels.

Environmental Conditions

Environmental Impact Report. In connection with the La Sierra Specific Plan approval, the City
processed an Environmental Impact Report (the “EIR”) for the property encompassed by the La Sierra
Specific Plan. The EIR was certified by the City in March 1997.

Endangered Species Act. The property within the Assessment District has been used for agricultural
school teaching purposes for many years and Turner Riverwalk — 1, LLC, Turner Development Corporation
and and La Sierra University are not aware of any endangered or threatened species subject to the jurisdiction
of the United States Department of Interior Fish and Wildlife Service.

Biological Resources. The project site has been used for agricultural school teaching purposes for
many years. Based upon the biological studies performed for the site, the property within the Assessment
District does not include significant onsite biological resources.

No Mitigation Required Relating to Waters of the United States. While the U.S. Army Corps of
Engineers has jurisdiction over developments in or affecting the navigable waters of the United States
pursuant to the Rivers and Harbors Act and the Federal Clean Water Act, the property within the Assessment
District is not a jurisdictional wetland subject to the jurisdiction of the U.S. Army Corps of Engineers and
Turner Riverwalk — 1, LLC, Turner Development Corporation and La Sierra University are not aware of any
wetlands within the Assessment District.

Streambed Alteration Agreement Was Not Required. The requirements of the California Department
of Fish and Game (“CDFG”) have been reviewed in connection with the development of the property within
the Assessment District and there are no actions required which will constrain development of the property
within the Assessment District.

National Pollution Discharge Elimination System Permit and Storm Water Pollution Prevention Plan.
Pursuant to the Federal Clean Water Act (Section 402(g)) and State General Construction Activity Storm
Water Permit, a National Pollution Discharge Elimination System (NPDES) permit and storm water pollution
prevention plan was required from the State Water Resources Control Board (Division of Water Quality) for
grading and construction of areas greater than five acres. Turner Riverwalk — 1, LLC had a Storm Water
Pollution Prevention Plan prepared for the project and was notified on August 14, 2003 (WDID #8
33C323065), that the State Water Resources Control Board (Division of Water Quality) had processed the
notice to comply with the general permit to discharge storm waters associated with construction activity. The
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proposed discharge from the planned development of Riverwalk Business Park will comply with the
applicable provisions of the Clean Water Act.

Other Matters

Additional Approvals. Additional discretionary approval, such as design review for architecture (by
Tumer Riverwalk -~ 1, LLC or end users) is needed for development in the Assessment District as
contemplated by the EIR that may require additional environmental review by the City under the California
Environmental Quality Act. The Major Owners do not anticipate that obtaining any of the approvals will
constrain development of the property.

Covenants, Conditions and Restrictions. Turner Riverwalk — 1, LLC proposes to form a Riverwalk
Owners Association to provide for on-site landscaping. In addition, separate owners association(s) may be
formed with respect to the condominium buildings during the buildout of the project. The estimated owner
association fees aggregate approximately $60,000 per year initially, and are expected to be allocated based
on square footage of the respective buildings within the Assessment District. Finally, the property within the
Assessment District is subject to an annual maintenance assessment by the City of approximately $1,000 per
acre pursuant to the Riverwalk Landscape Maintenance District established by the City. Such assessments
are subjectto an increase each year based upon a c onsumer price index as provided in the 1andscape
maintenance assessment proceedings. Covenants, conditions and restrictions will be recorded against the
property prior to sale of individual units.

Acquisition of Improvements

A Funding Construction and Acquisition Agreement Riverwalk Business Center Assessment District
(the “Acquisition Agreement”), by and between the City of Riverside and Turner Development Corporation
dated as of August 12, 2003, describes the transfer and acquisition of the public improvements. Pursuant to
an Assignmentand Assumption Agreement dated August 12, 2003, Turner Development Corporation assigned
and delegated all of its rights and obligations under the Acquisition Agreement to Turner Riverwalk-1, LLC
and Turner Riverwalk — 1, LLC assumed and agreed to be bound by all such obligations.

Under the terms of the Acquisition Agreement, the City will acquire public improvements from
Turner Riverwalk — 1, LLC upon completion of various discrete components of infrastructure and inspection
thereof by the City. The Acquisition Agreement provides that the improvements or a completed segment will
be acquired for an amount based upon the value of the improvements or the total of the actual costs incurred
by Turner Riverwalk — 1, LLC, to design, engineer and construct the improvements or completed segment.

PROPERTY OWNERSHIP AND DEVELOPMENT

The information about the Major Owners contained in this Official Statement has been provided by
representatives of the Major Owners and has not been independently confirmed or verified by the Underwriter
or the City. Such information is included because it may be relevant to an informed evaluation of the security
Jor the Bonds. However, because ownership of the property may change at any time, no assurance can be
given that the planned development will occur at all, will occur in a timely manner or will occur as presently
anticipated and described below or that the Major Owners will acquire or own the property within the
Assessment District at all. No representation is made herein as to the accuracy or adequacy of such
information, as to the experience, abilities or financial resources of the Major Owners or any other
landowner, or as to the absence of material adverse changes in such information subsequent to the date
hereof, or that the information given below or incorporated herein by reference is correct as of any time
subsequent to its date.
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The Major Owners are not personally liable for payment of the Assessments or the Bonds, and the
following information should not be construed to suggest that the Assessments or the Bonds are personal
obligations or indebtedness of the Major Owners or that the Major Owners will continue to own their
respective parcels of land.

Description of Development

The approximately 47.95 gross acres of land encompassing the Assessment District are proposed to
be acquired under an option agreement in three phases and developed by Turner Riverwalk ~1, LLC or its
Affiliates in two initial stages corresponding to Phase 1 and Phase 2 and in two stages for Phase 3. Phase 1
was acquired on July 30, 2003 and consists of ten parcels currently owned by Turner Riverwalk -1, LLC,
aggregating approximately 9.74 net acres and planned for development of approximat ely 10 industrial
buildingsall of which are under construction. Nine buildings, aggregating approximately 136,700 square feet,
are freestanding, ranging from 11,490 square feet to 20,550 square feet. The remaining building, aggregating
approximately 30,400 square feet, is expected to contain eight industrial condominiums ranging from 2,700
square feet to 4,900 square feet. Phase 2 consists of seven parcels currently owned by La Sierra University,
aggregating approximately 10.25 net acres and planned for development of approximately 12 industrial
buildings aggregating approximately 178,250 square feet. Turner Development Corporation is expected to
acquire the 7 Parcels in Phase 2 through an Affiliate which was recently formed (Turner Riverwalk—2,LLC)
on or before June 30, 2004. Phase 3A, a portion of the 23.40 net acre Phase 3 property, consists of 2 Parcels
owned by La Sierra University aggregating approximately 11.03 net acres and planned for development of
approximately 13 office buildings aggregating approximately 102,990 square feetalong the Riverwalk feature.
Phase 3B, the balance of the 23.40 net acres within Phase 3, consists of 5 Parcels currently owned by La Sierra
University aggregating approximately 12.37 net acres for which preliminary development plans are being
developed. The option on Phases 3A and 3B of the Assessment District property expires on October 31,
2005. Turner Development Corporation expects to exercise the options prior to their termination date through
separate limited liability companies formed for such purposes.

Table 1
City of Riverside
Riverwalk Business Center Assessment District
Property Ownership and Description

(As of April 1, 2004)
Phase Owner No. of Parcels  Net Acres  Est. .No. of Bldgs. Aggregate Sq. Ft.
1 Turmner Riverwalk — 1, LLC - 10 9.74 10 136,770
2 La Sierra University 7 10.25 12 178,250
3A  La Sierra University 2 11.03 13 102,940
3B La Sierra University 5 1237 @ ®
Total 24 43.39

™ Still in planning phase.
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Turner Riverwalk — 1, LLC

Turner Riverwalk — 1, LLC and its Members. Turner Riverwalk — 1, LLC (“Turner Riverwalk — 1, LLC”)
is a California limited liability company. The managing members are Mr. Rusty Turner, Mr. Sean Sheward and Mr.
Michael Kendall. Tumer Riverwalk — 1, LLC is the current owner of 9.74 acres within the Assessment District and
is coordinating the construction of the infrastructure for the Riverwalk Commercial Business Center. An affiliate,
Turner Riverwalk — 2, LLC, a California limited liability company was recently formed in connection with the
exercise of the option with respect to Phase 2.

Turner Development Corporation was formed in 1979 by Mr. Rusty Turner. Turner Developer Corporation,
a California corporation wholly-owned by Mr. Rusty Turner, has options to acquire the remaining balance of
Riverwalk Commercial Business Center property. Through various entities in which he exercised management
control, Mr. Turner has been involved in acquisition, investment and development of approximately 3,000,000 square
feet consisting of 31 projects and 116 buildings.

Development Experience. Representative projects in which Mr. Turner has been involved include the
following:

Table 2

Representative Projects in Which Mr. Turner was Involved

City of Riverside
Riverwalk Business Center Assessment District

Role of Time Period
Project City/ Acres/Sq. Type of Project of
Name Location Ft. Development Manager Development
Acquisitions, Investments, Dispositions
2381/2391 Morse Avenue Irvine Rehab of 2 Office buildings LLC Manager/ 2000 to 2003
vacant office Owner
buildings
Hammond Business Park Irvine 41,022 sq. ft. Industrial Park LLC Manager/ 1993 to present
Owner
Freeway Business Center Santa Ana 3R&D Research and Owner 2000 to 2002
buildings Development
San Juan Capistrano San Juan Existing Business Park LLC Manager/ 2000 to present
Business Park Capistrano 237,369 sq. ft. Owner
16 buildings
Monroe Industrial Park Placentia Existing Industrial bidg. Owner 2001 to 2003
38,655 sq. ft.
Land Development
A.J. West Ranch Lake Forest 77 acres Industrial, Office LLC Manager/ 1999 to 2002
and Hotel Land Developer
Mira Loma Gateway Mira Loma 145 acres Industrial Land LLC Manager/ 1993 to 1997
Developer
Industrial Development
Turner/Grove Business Ontario 9 buildings Industrial LLC Manager/ 1996 to present
Park 248,989 sf Developer
Turner Railroad Business City of Industry 5.73 acres/ Business Park LLC Manager/ 1999 to 2001
Park 106,437 sq. ft. Developer
Turner/Chino Business Chino 4 buildings Industrial LLC Manager/ 1998 to present
Park 138,464 sf Developer
Tumer/Lake Forest Lake Forest 10 buildings; Industrial LLC Manager/ 1995 to 1999
278,111 sf Developer
Empire Business Park Mira Loma 11 buildings; Industrial Developer (Fee) 1994 to 1999
668,264 sf
Turner/Philadelphia Ontario 21 buildings; Light LLC Manager/ 1986 to present
Business Park 335,211 sf manufacturing/ Developer
industrial
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Status of Development. The 10 Parcels owned by Turner Riverwalk — 1, LLC are improved with ten
buildings under construction. Nine buildings, aggregating approximately 136,700 square feet, are freestanding,
ranging from 11,490 square feet to 20,550 square feet. The remaining building, aggregating approximately 30,400
square feet, will contain eight industrial condominiums ranging from 2,700 square feet to 4,900 square feet. Four
of the nine buildings are currently in escrow to purchasers and six of the eight industrial condominiums are in
escrow to purchasers. The Assessment District will generally contain single-tenant industrial buildings configured
to accommodate one user and industrial condos. The 10 buildings under construction were designed primarily for
warehousing and distribution, and Turner Riverwalk — 1, LLC estimates the 10 buildings will be completed and
escrows will close during the Fall of 2004.

Development Budget. The property within the Assessment District has been under site construction since
early 2004 and has been mass-graded with wet and dry utilities installed or under construction. Based on
information provided by Turner Riverwalk— 1, LLC, as of April 1, 2004, approximately 30% of the neighborhood
and infrastructure improvements have been completed. As described in Table 3 below, as of April 30, 2004,
approximately $1,818,878 of infrastructure costs to be financed with proceeds of the Bonds have been incurred
and approximately $1,181,121 for infrastructure improvements are still required, and are subject to reimbursement
from the proceeds of the Bonds. (The Appraisal indicates that as of April 1, 2004, approximately $1,490,000 of
infrastructure costs to be financed with proceeds of the Bonds had been incurred and approximately $1,460,000
for infrastructure improvements were still required, and subject to reimbursement from the proceeds of the Bonds.)
Turner Riverwalk— 1, LLC estimates that off-site improvements will be substantially complete by September 2004.
This includes off-site costs relating to the 10 parcels owned by Turner Riverwalk — 1, LLC and the 14 parcels in
Phase 2 and Phases 3A and 3B owned by La Sierra University and subject to the option agreement with Turner
Development Corporation. Inaddition, Turner Riverwalk - 1, LLC or its Affiliates will incur costs for construction
of buildings and related expenses.

The foregoing reflects Turner Riverwalk — 1, LLC’s present plan for the development of the Phase 1
property. Turner Riverwalk — 1, LLC or its Affiliates are in the process of finalizing development plans for Phase 2
and estimate exercise of the option for such parcels by June 30, 2004. Construction costs relating to buildings in
Phase 2 are estimated to be $13,700,000. There can be no assurance that Turner Riverwalk — 1, LLC will have
the resources, willingness or ability to successfully implement the development plan as described above or that
Turner Development Corporation will exercise its option to purchase the remaining 14 parcels.
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The following represents the pro forma and cost to date through April 30, 2004:

Table 3
City of Riverside
Riverwalk Business Center Assessment District
Pro Forma Development Budget and Costs to Date

Total Estimated Estimated
Estimated Amount Spent Remaining Sources of
Description Costs (as of April 30, 2004) Costs Funds
Assessment District Infrastructure (“Loop Street” Infrastructure)
Land Acquisition $1,105,030 $1,105,030 $0 Loan (PFF Bank & Trust)
Hard Costs 1,644,970 497,858 1,147,112 Loan (PFF Bank & Trust)
Soft Costs 250,000 215,990 34.009 Loan (PFF Bank & Trust)
$3,000,000 $1,818,878 $1,181,121
Phase 1 Construction
Land Acquisition $2,125,728 $2,125,728 $0 ’?quit)y/Loan (PFF Bank &
Tust
Hard Costs 6,990,968 1,961,919 5,029,049 Construction Loan
(PFF Bank & Trust)
Soft Costs 3.209.304 1,701,639 1,507,665 Construction Loan
(PFF Bank & Trust)
$12,326,000 $5,789,286 $6,536,714
Phase 2 Construction
Land Acquisition $2,753,000 $0 $2,753,000 Equity ($2,225,000)/
Loan (BofA)
Hard Costs 7,988,000 0 7,988,000 Construction Loan (BofA)
Soft Costs 2.959.000 _0 2.959.000 Construction Loan (BofA)
$13,700,000 $0 $13,700,000
Phase 3A Construction
Land Acquisition $3,600,000 $0 $3,600,000 Equity $3,000,000)/
Loan (to be determined)
Hard Costs 8,260,000 0 8,260,000 Construction Loan
(To be determined)
Soft Costs 3.718.000 0 3,718.000 Construction Loan
(To be determined)
$15,578,000 $o $15,578,000

Phase 3B Construction

In planning stage

Source: Turner Riverwalk— 1, LLC.
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Environmental Review. Most required development approvals were obtained over the last several
years. See “THE ASSESSMENT DISTRICT - Environmental Conditions” above. The project has satisfied
reviews relating to sensitive plant or animal species on the property (among other matters). Turner
Riverwalk — 1, LLC is not aware of any additional permits required to proceed with development of the
property other than the usual permits required from the City and applicable local agencies.

The project is within an area outside the 100-year flood plain according to the Federal Emergency
Management Agency Community Panel No. 060260-0025A. Drainage is via natural sheet flow and
percolation. Turner Riverwalk — 1, LLC is not aware of any drainage problems that would not be cured by
development of the site.

Plan of Finance. Turner Riverwalk — 1, LLC is financing development of the improvements to be
acquired through the Bonds and the Phase 1 building construction improvements through two loans with PFF
Bank & Trust. One loan is authorized in an amount up to approximately $10.8 million to provide for land
acquisition and building construction. The outstanding balance as of March 31, 2004 was approximately
$3,320,463. A second loan from PFF Bank & Trust with an authorized amount up to approximately $3
million provides financing for costs of public improvements which are to be reimbursed from proceeds of
the Bonds. As of March 31, 2004, the outstanding balance of the infrastructure loan was approximately
$1,296,209. See Table 3 above. Construction financing for Phase 2 is being negotiated with Bank of
America with respect to Turner Riverwalk — 2, LLC, a new limited liability company which was recently
formed. '

The foregoing plans and Turner Riverwalk—1, LLC’s projections are subject to change. There can
be no assurance that Turner Riverwalk — 1, LLC has the willingness or ability to successfully implement the
development plans described above. In the event that cost overruns occur which exceed the funds described
above, Turner Riverwalk — 1, LLC will need to raise additional funds. No assurance can be given that such
funds could be raised or would be raised on a timely basis. Continued development in the Assessment
District may also be adversely affected by changes in general economic conditions, fluctuations in the real
estate market and other similar factors. See “RISK FACTORS” herein for a discussion of risk factors.

If and to the extent that internal financing and sales revenues are inadequate to pay the costs to
complete the planned development of the Parcels within the Assessment District, portions of the project may
not be developable by Turner Riverwalk — 1, LLC.

Absorption. Sales of completed buildings in Phase 1 are estimated to occur from the third quarter
of 2004 through the second quarter of 2005. See “PROPERTY OWNERSHIP AND DEVELOPMENT -
Market Absorption Study” and APPENDIX E.

Turner Development Corporation has an option for the acquisition of the balance of approximately
33.65 gross acres in the Assessment District (14 parcels) from La Sierra University in two blocks. Phase 2
(approximately 10.25 acres) expires in July 2004 and Phases 3 A and 3B (approximately 23.40) acres expires
in October, 2005. The members of Turner Riverwalk — 1, LLC, or affiliates thereof, are expected to acquire
the remaining 14 parcels if the option is exercised. Sales of completed buildings in Phase 2 are estimated
to occur from the first quarter of 2005 through the second quarter of 2006. Sales of completed buildings in
Phase 3A are estimated to occur from the third quarter of 2005 through the fourth quarter of 2006. Phase
3B is in the planning phase and an estimated sales schedule has not been prepared by Turner Development
Corporation as of this time.

The foregoing absorption estimates were provided by Turner Riverwalk — 1, LLC. The Market
Absorption Study contains projected absorption of buildings. See “THE ASSESSMENT DISTRICT -
Market Absorption Study” and APPENDIX E - “UPDATE LETTER; MARKET ABSORPTION STUDY -
SUMMARY AND CONCLUSIONS.”
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History of Property Tax Payment; Loan Defaults; Bankruptcy. Turner Riverwalk — 1, LLC to the
actual knowledge of its current management certifies that:

. Neither Turner Riverwalk — 1, LLC nor, to Turner Riverwalk —1, LLC’s actual knowledge,
any of its current Affiliates (as defined in the Major Owner Continuing Disclosure Agreement attached
hereto as Appendix G) has ever been delinquent in the payment of any ad valorem property taxes, special
assessments or special taxes in any material amount within the past 5 years.

. Neither Turner Riverwalk — 1, LLC nor any of its Affiliates is currently in default on any
loans, lines of credit or other obligation related to its development in the Assessment District or any of its
other projects which default would in any way materially and adversely affect its ability to develop its
property in the Assessment District as described in the Official Statement or to pay the Assessments for
which it is responsible. No Affiliate has any loans, lines of credit, or other obligation related to the
development in the Assessment District.

. Turner Riverwalk — 1, LLC and its Affiliates are solvent and neither Turner Riverwalk ~ 1,
LLC nor any of its Affiliates has ever filed bankruptcy or been declared bankrupt or has any proceeding
pending or to Turner Riverwalk— 1, LLC’s actual knowledge threatened in which Turner Riverwalk—1,LLC
may be adjudicated as bankrupt, or discharged from any or all of its debts or obligations.

. No action, suit, proceedings, inquiry or investigations at law or in equity, before or by any
court, regulatory agency, public board or body, is pending (with service of process to Turner Riverwalk —
1, LLC or an Affiliate having been accomplished) against Turner Riverwalk — 1, LLC or any Affiliate or, to
Turner Riverwalk— 1, LLC’s actual knowledge, threatened, which if successful, would materially adversely
affect the ability of Turner Riverwalk — 1, LLC to complete the development and sale of the property
proposed for development by such entities within the Assessment District or to pay special taxes or ad
valorem tax obligations when due on such property within the Assessment District.

La Sierra University

La Sierra University, a California non-profit religious corporation (“La Sierra University”), has
entered into an option agreement with Turner Development Corporation for the sale of the remaining 14
Parcels. The sale of the 7 Parcels within Phase 2 are expected to close by June 30, 2004 to a limited liability
company which was recently formed and which is an affiliate of Turner Development Corporation. The sale
of the 7 Parcels within Phases 3A and 3B are expected to close by October 31, 2005.

The University encompasses both developed and undeveloped properties east and west of Pierce
Street, north of the La Sierra Channel, and southwest of Golden Avenue and La Sierra Avenue. La Sierra
University is one of the largest landowners in western Riverside, having retained and accumulated its
properties since the school was established as a Seventh-day Adventist high school in 1922,

Over the years the school grew from a high school to a junior college and then to La Sierra College
in 1939. In 1967 La Sierra College merged with Loma Linda University. In 1990 the University was
reorganized and La Sierra University was established as a separate institution. The University now has an
enrollment of approximately 1,500 students in both undergraduate and graduate programs in liberal arts,
business and management, religion, and teaching.

As part of the La Sierra University Specific Plan, the University will be expanded to accommodate
5,000 students and surplus lands will be developed with institutional, office, residential, commercial, and
industrial uses.

Description of Project. La Sierra University has contracted to option the balance of 33.65 acres to
Turner Development Corporation, or its Affiliates.

The property which La Sierra University owns is expected to be acquired by separate limited liability

companies pursuant to an assignment by Turner Development Corporation of its option to acquire parcels
within the Assessment District. ‘
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Status of Development. The Parcels within the Assessment District are encompassed within a final
map recorded July 24, 2003. As described above, under “ — Turner Riverwalk — 1, LLC - Status of
Development,” Turner Riverwalk— 1, LLC will be constructing all backbone public improvementsand rough
grading lots. La Sierra University is not responsible for construction of any improvements. Estimated costs
are set forth above in the section subcaptioned “ — Turner Riverwalk — 1, LLC — Development Budget.”

Environmental Review. Most required development approvals were obtained over the last several
years. See “THE ASSESSMENT DISTRICT - Environmental Conditions” above. The project has satisfied
reviews relating to sensitive plant or animal species on the property (among other matters). La Sierra
University is not aware of any additional permits required to proceed with development of the property other
than the usual permits required from the City and applicable local agencies.

The project is within an area outside the 100-year flood plain according to the Federal Emergency
Management Agency Community Panel No. 060260-0025A. Drainage is via natural sheet flow and
percolation. La Sierra University not aware of any drainage problems that would not be cured by
development of the site.

Plan of Finance. La Sierra University expects Turner Development Corporation or an assignee of
Turner Development Corporation to exercise its option to purchase the balance of the property within the
Assessment District and does not expect to be liable for payment of the Assessments, except for a limited
period of time with respect to Phases 3A and 3B. La Sierra University does not have financing in place for
construction of any improvements. Such costs are expected to be incurred by Tumer Riverwalk—1, LLC
or limited liability companies which are assignees of Turner Development Corporation’s option rights.

History of Property Tax Payment; Loan Defaults; Bankruptcy. La Sierra University has made the
following representations:

. Except as described below, neither La Sierra University nor to La Sierra University’s actual
knowledge, any of its current Affiliates (as defined in the Major Owner Continuing Disclosure Agreement
attached hereto as Appendix G) has ever been delinquent in the payment of any ad valorem property taxes,
special assessments or special taxes in any material amount within the past 5 years. La Sierra University was
delinquent for the first installment of taxes in Fiscal Year 2002-03 for certain property owned by La Sierra
University outside of the Assessment District. The aggregate amount involved was less than $25,000 and
La Sierra University paid the taxes when the missed payment was brought to its attention.

. Neither La Sierra University nor any of its Affiliates is currently in default on any loans,
lines of credit or other obligation related to its proposed development in the Assessment District or any of
its other projects which default would in any way materially and adversely affect its ability to develop its
proposed development in the Assessment District as described in the Official Statement or to pay the
Assessment Installments for which it is responsible.

. La Sierra University and its Affiliates are solvent and neither La Sierra University nor any
of its Affiliates has ever filed bankruptcy or been declared bankrupt, or has any proceeding pending or to La
Sierra University’s actual knowledge, threatened in which it or its Affiliates may be adjudicated as bankrupt,
or discharged from any or all of its debts or obligations.

. No action, suit, proceedings, inquiry or investigations at law or in equity, before or by any
court, regulatory agency, public board or body, is pending (with service of process to La Sierra University
or an Affiliate having been accomplished) against La Sierra University or any Affiliate or, to La Sierra
University’s actual knowledge, threatened, which if successful, would materially adversely affect the ability
of La Sierra University to complete the acquisition and development of the property expected to be owned
within the Assessment District or to pay Special Taxes, assessments or ad valorem tax obligations when due
on its proposed property within the Assessment District.
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Direct and Overlapping Debt

Contained within the Assessment District are numerous overlapping local agencies providing public
services. Some of such local agencies have outstanding bonds issued in the form of general obligation and
special assessment bonds. Additional indebtedness could be authorized by the City or other public agencies
at any time.

The table below sets forth the existing authorized indebtedness payable from taxes and assessments
that may be levied within the Assessment District prepared by California Municipal Statistics, Inc. and dated
as of April 1, 2004 (the “Debt Report”). The Debt Report is included for general information purposes only.
In certain cases, the percentages of debt calculations are based on assessed values, which will change
significantly as sales occur and assessed values increase to reflect building structures. The Assessment
District believes the information is current as of its date, but makes no representation as to its completeness
or accuracy. Other public agencies, such as the County, may issue additional indebtedness at any time,
without the consent or approval of the Assessment District.

The Debt Report generally includes long term obligations sold in the public credit markets by public
agencies whose boundaries overlap the boundaries of the Assessment District in whole or in part. Such long
term obligations generally are not payable from property taxes, assessments or special taxes on land in the
Assessment District. In many cases long term obligations issued by a public agency are payable only from the
general fund or other revenues of such public agency. Additional indebtedness could be authorized by the
Assessment District, the City or other public agencies at any time.
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Table 4
City of Riverside
Riverwalk Business Center Assessment District
Direct and Overlapping Bonded Indebtedness

CITY OF RIVERSIDE RIVERWALK ASSESSMENT DISTRICT

2003-04 Local Secured Assessed Valuation: $666,622

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable Debt 4/1/04
Metropolitan Water District 0.00005% § 224
Alvord Unified School District 0.017 8,495
City of Riverside Riverwalk Assessment District 100. 3,755,000 (1)
TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT $3,763,719
OVERLAPPING GENERAL FUND OBLIGATION DEBT:
Riverside County General Fund Obligations 0.001% $ 6,531
Riverside County Board of Education Certificates of Participation 0.001 132
Riverside City Community College District Certificates of Participation 0.002 244
Alvord Unified School District Certificates of Participation 0.017 4,232
City of Riverside General Fund Obligations 0.005 2,963
TOTAL GROSS OVERLAPPING GENERAL FUND OBLIGATION DEBT $14,102
Less: Riverside County self-supporting obligations 218
TOTAL NET OVERLAPPING GENERAL FUND OBLIGATION DEBT $13,884
GROSS COMBINED TOTAL DEBT $3,777,821 (2)
NET COMBINED TOTAL DEBT $3,777,603

(1) Includes $3,755,000 1915 Act bonds to be sold.
(2) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax allocation bonds and
non-bonded capital lease obligations.

Ratios to 2003-04 Assessed Valuation:

Direct Debt ($3,755,000) ... ... 563.29%
Total Direct and Overlapping Tax and Assessment Debt .. ... ... 564.60%
Gross Combined Total Debt ... ......... ... iiiia, 566.71%
Net Combined Total Debt ............ ... it 566.68%

STATE SCHOOI BUILDING AID REPAYABLE AS OF 6/30/03: $0

Source: California Municipal Statistics, Inc.

Transportation Uniform Mitigation Fee; Multiple Species Habitat Conservation Plan

The County of Riverside and the 14 cities in western Riverside County, including the City, adopted
a new transportation fee for development, which adds approximately $6,650 to every new single-family
house and approximately $4,600 to each future apartment or condominium unit in the County, subject to
credit for a portion, if any, of transportation facility fees imposed by the County or applicable city which
relates to facilities encompassed within the new transportation fee. New retail, service and industrial
development will also be charged the transportation fee based on the square footage of new development
(approximately $8.90 per square foot for retail, $5.08 per square foot for service and $1.44 per square foot
for industrial). The fee was approved by the County in February 2003. The fee was approved by the City
in early 2003. The fees relating to industrial properties will be phased in over a.two year period commencing
July 1, 2004. The fee was implemented by the other cities in the County between February 1, and June 1,
2003. Cities may opt out of the fee, but then they will not be able to receive any money from Measure A,
the County’s half-cent sales tax initiative. Extension of the term of Measure A was approved by the voters
at the November 5, 2002 election. Measure A is estimated to cover more than 50% of the cost of maintaining
cities’ roads and streets. The half-cent sales tax program is now extended an additional 30 years and will
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expire in 2039. The Appraisal is based in part on comparable land sales which occurred before
implementation of the Transportation Uniform Mitigation Fee. The effect of the Transportation Uniform
Mitigation Fee on land values and sales prices cannot be determined at this time. Due to the stage of
development of the property, the property in Phase 1 is not subject to the Transportation Uniform Mitigation
Fee. In addition, Turner Riverwalk — 2, LLC (an entity in formation process) expects to obtain necessary
approvals so that the property in Phase 2 is not subject to the Transportation Uniform Mitigation Fee.
Property in Phases 3A and 3B is expected to be subject to the Transportation Uniform Mitigation Fee.

The County of Riverside adopted and the cities in western Riverside County may adopt a new fee
for the costs of a Multiple Species Habitat Conservation Plan. The fee adopted by the County, and which
may be adopted by the cities would apply to new development. The Ordinance adopted by the County is
effective upon the issuance of the appropriate permits authorizing take in connection with the Multiple
Species Habitat Conservation Plan by the U.S. Fish and Wildlife Service and the California Department of
Fish and Game, which effective date has not occurred as of May 15, 2004, but is expected to be during the
second quarter of 2004. The County fee ranges from approximately $1,651 per home to $5,620 an acre for
commercial property. The City has adopted a fee relating to the costs of the Multiple Species Habitat
Conservation Plan, and the property in Phases 2, 3A and 3B of the Assessment District is expected to be
subject to the proposed fee. The effect of the Multiple Species Habitat Conservation Plan fee adopted by
the County or which may be adopted by any city on land values and sales prices cannot be determined at this
time.

Market Absorption Study

Empire Economics, Inc., the market absorption consultant (the “Market Absorption Consultant”),
has prepared a market Absorption Study, dated January 22, 2004 (the “Market Absorption Study”).

Based upon its analysis of the economic and real estate conditions along with the characteristics of
the business-industrial products in the Assessment District and taking into account the “relatively-high”
special assessments, the Market Consultant estimated the overall rate of absorption as approximately 12 acres
per year, on the average during the 2004 to Spring-2007 time period. The Market Absorption Consultant’s
estimated absorption rates are 7.7 acres in 2004, 12.3 acres in 2005, 17.0 acres in 2006 and the remaining
6.5 acres in 2007, with build out occurring in Spring-2007. For purposes of the Market Absorption Study,
“absorption” represents a building that is fully constructed and occupied by final-users.

The Market Absorption Study is subject to a number of assumptions and limiting conditions. See
APPENDIX E - “UPDATE LETTER; MARKET ABSORPTION STUDY - SUMMARY AND
CONCLUSIONS?” for a discussion of the assumptions and limit conditions of the Market Absorption Study.

Appraisal

The City retained Harris Realty Appraisal (the “Appraiser”), appraisers and consultants inreal estate,
to appraise the property within the A ssessment District. T he A ppraiser has provided an appraisal in
connection with the Bonds. The Appraisal Report City of Riverside Riverwalk Business Center Assessment
District, Riverside, California dated April 6, 2004 (the “Appraisal™), sets forth the Appraiser’s estimate of
the market value of the property included within the Assessment District as of April 1, 2004, and is included
herein as Appendix D.

The Appraisal includes an estimate of market value of all the undeveloped land, and the buildings
under construction subject to special assessment. The land is under the ownerships of the Major Owners —
La Sierra University and Turner Riverwalk — 1, LLC. The land has been under construction with mass-
grading and infrastructure improvements since early 2004. Ten industrial buildings are under construction
on the ten parcels owned by Turner Riverwalk — 1, LLC.

According to the specific guidelines of the California Debt and Investment Advisory Commission
(CDIAC), each ownership is valued in bulk, representing a discounted value to that ownership as of the date
of value. When a particular ownership of land represents a merchant builder parcel, no further discounting
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is considered warranted. The aggregate value of the two ownerships represents market value of the entire
property within the Assessment District.

The property is valued as enhanced by infrastructure improvements financed by the Assessment
District and the market value estimate is net of the existing special assessment lien and considers that the
buyer will assume all future financial obligations with respect to the annual debt service on the Bonds.

In the Appraisal, the Appraiser opines that, as of April 1, 2004, the market value of the fee simple
interest in the subject property within the Assessment District, subject to the existing assessment lien from
the Assessment District, was $11,900,000, with $8,800,000 relating to property owned by La Sierra
University and $3,100,000 relating to property owned by Turner Riverwalk — 1, LLC.

The Appraisal is attached hereto as Appendix D. Reference is hereby made to the Appraisal for
important assumptions and limiting conditions upon which the valuation conclusions are based. See also
“RISK FACTORS?” for a discussion of the risks associated with the valuation conclusions contained in the
Appraisal and “THE ASSESSMENT DISTRICT — Property Ownership and Development” for a discussion
of the owners of the Parcels within the Assessment District.

The Assessment District has not undertaken to commission annual appraisals of the market value of
property in the Assessment District for purposes of its Annual Reports pursuant to the Continuing Disclosure
Agreement, and information regarding property values for purposes of a direct and overlapping debt analysis
which may be contained in such reports will be based on assessed values as determined by the County Assessor.
See Appendix F hereto for the form of the Continuing Disclosure Agreement.

Appraised Value-to-Lien Ratio

As described above, in the Appraisal, the Appraiser opines that, as of April 1, 2004, the Parcels
within the Assessment District have an estimated “as is” land value of $11,900,000. The property is valued
as enhanced by existing and/or proposed infrastructure improvements financed by the Assessment District.
See “THE ASSESSMENT DISTRICT — Appraisal” and APPENDIX D — “SUMMARY APPRAISAL
REPORT.” The ratio of the aggregate appraised market value of the Parcels within the Assessment District,
$11,900,000, to the lien of the Assessments, $3,755,000 is 3.17:1. Following is a table that sets forth the
value to lien ratio for the Parcels included within the Assessment District.

Table 5
City of Riverside
Riverwalk Business Center Assessment District
Value-to-Lien Ratio

No. Net Appraised Value-to-

Owner Phase Parcels  Acres Value Lien® Lien Ratio
Turner Riverwalk — 1, LLC 1 10 9.74 $3,100,000 $842,906 3.68:1
La Sierra University 2,3A,3B 14 33.65 8,800,000 2.912.094 3.02:1

24 43.39 $11,900,000 $3,755,000 3.17:1

(1) No additional bonds secured by the lien of the Assessments may be issued.

As described above, the Parcels within the Assessment District are also subject to an obligation for
the Metropolitan Water District and the Alvord Unified School District. Such obligation are based on the
assessed value of the property and will increase as the property is developed and the assessed value increases.
See “THE ASSESSMENT DISTRICT — Direct and Overlapping Debt.”

The City cannot predict the amount or timing of additional bonds issued by any public entity or the

effect that the issuance of any debt may have on the ratio of the total direct and overlapping debt to the
appraised value of the Assessment District at the time the debt is issued.
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RISK FACTORS

The purchase of the Bonds involves certain investment risks. The following is a discussion of certain
risk factors which should be considered, in addition to other matters set forth herein, in evaluating the
investment quality of the Bonds. The discussion does not purport to be comprehensive or definitive, the risk

factors are listed in no particular order of importance, and the discussion does not purport to be a complete
statement of all factors which may be considered as risks in evaluating the credit quality of the Bonds. The
occurrence of one or more of the events discussed herein could adversely affect the ability or willingness
of property owners in the Assessment District to pay their Assessments when due. Any such failure to pay
Assessments could result in the inability of the City to make full and punctual payments of debt service on
the Bonds. In addition, the occurrence of one or more of the events discussed herein could adversely affect
the value of the property in the Assessment District. The Official Statement should be read in its entirety for
the purpose of making an informed investment decision.

General

To provide for the payment of debt service on the Bonds, it is necessary that unpaid Assessment
Installments be paid in a timely manner. Although the unpaid Assessments constitute a fixed lien on the
Parcels within the Assessment District, they donot constitute a personal indebtedness of the respective owner
of such Parcels. There is no assurance that Turner Riverwalk —1, LLC, La Sierra University, or any
subsequent owners will be financially able to pay the Assessment Installments or that they will pay such
installments even though financially able to do so.

Failure by the owners of the Parcels within the Assessment District to pay Assessment Installments
when due, depletion of the Reserve Fund, or the inability to sell the Parcels within the Assessment District
at foreclosure proceedings for amounts sufficient to cover delinquent Assessment Installments levied against
such Parcels would result in the inability to make full or punctual payments of debt service to the
Bondowners.

Turner Riverwalk — 1, LLC and La Sierra University currently own the Parcels within the
Assessment District. Turner Development Corporation, an affiliate of Turner Riverwalk - 1, LLC has an
option to purchase the parcels owned by La Sierra University and expects to exercise such option with
respect to Phase 2 of the development, through itself or a related entity on or before June 30, 2004. See
“THE ASSESSMENT DISTRICT - Property Ownership and Development.” Due to the concentration of
ownership of the Parcels, the timely payment of the Assessment Installments will depend upon the
willingness and ability of the Major Owners or their successors to pay such installments when due. If any
such entity or subsequent owner is unwilling or unable to pay the Assessments when due, a potential shortfall
in the Redemption Fund could occur, which would result in the depletion of the Reserve Fund prior to
reimbursement from the resale of foreclosed property or payment of the delinquent Assessments, and
consequently, a delay or failure in payments of the principal of or interest on the Bonds. The City has not
undertaken to assess the financial condition of Turner Riverwalk — 1, LLC, La Sierra University, or Turner
Development Corporation or the likelihood that any of them will pay or will be able to pay the Assessment
Installments when due, and expresses no view concerning these matters.

The City reports that according to County records, as of April 21, 2004, the owners of the Parcels
within the Assessment District were not delinquent in the payment of regular taxes for such Parcels.

Risks of Real Estate Secured Investments Generally

The Bondowners will be subject to the risks generally incident to an investment secured by real
estate, including, without limitation, (i) adverse changes in local market conditions, such as changes in the
market value of real property in the vicinity of the Assessment District, the supply of or demand for
competitive properties in such area, the market value of commercial property or industrial buildings and/or
sites in the event of sale or foreclosure, and the maintenance of the property (ii) changes in real estate tax
rate and other operating expenses, governmental rules (including, without limitation, zoning laws) and fiscal
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policies, and (iii) natural disasters (including, without limitation, earthquakes, wildfires and floods), which
may result in uninsured losses.

Assessments Are Not Personal Obligations

The owners of land within the Assessment District are not personally liable for the payment of the
Assessments. Rather, the Assessments are an obligation only of the land within the Assessment District.
If the value of the land within the Assessment District is not sufficient to fully secure the Assessments, then
the City has no recourse against the owners under the laws by which the Assessments have been levied and
the Bonds have been issued.

The Bonds Are Limited Obligations of the City

The City has no obligation to pay principal of and interest on the Bonds in the event Assessment
Installments are delinquent, other than from amounts, if any, on deposit in certain funds and accounts held
under the Fiscal Agent Agreement, or funds derived from the tax sale or foreclosure and sale of parcels on
which the Assessment Installmentsare delinquent, nor is the City obligated to advance funds to pay such debt
service on the Bonds.

If a delinquency occurs in the payment of any Assessment Installment, the Fiscal Agent is required
to transfer the amount of such delinquent installment from the Reserve Fund to the Redemption Fund. If the
Reserve Fund is depleted and if there are additional delinquencies, the City is not required to transfer into
the Redemption Fund the amount of the delinquency out of any other moneys of the City.

Foreclosure Shortfall

Pursuant to the Act, if a Parcel within the Assessment District is foreclosed upon and cannot be sold
at the foreclosure sale at a price equal to the amount of the judgment for delinquent Assessment Installments
with costs and interest thereon, the City may petition a court to authorize the sale of such Parcels at a lower
price upon the consent of Bondowners owning 75% or more in principal amount of the Bonds and certain
other conditions. Any such sale would produce a shortfall in the aggregate Assessment Installments payable
with respect to such lot and, ultimately, a default in the payment of principal on the Bonds.

State Budget

The State is experiencing serious budgetary shortfalls for the current fiscal year. The effect of the
State revenue shortfalls on the local or State economy or on the demand for, or value of, the parcels within
the Assessment District cannot be predicted.

Bankruptcy and Foreclosure Delays

The payment of the Assessment Installments and the ability of the City to foreclose the lien of a
delinquent unpaid Assessment Installment, as discussed in “SECURITY FOR THE BONDS — Obligation
of the City Upon Delinquency” may be limited by bankruptcy, insolvency or other laws generally affecting
creditors’ rights or by the laws of the State relating to judicial foreclosure. In addition, the prosecution of
a foreclosure action could be delayed due to crowded local court calendars, delays in the legal process and
procedural delaying tactics.

The various legal opinions to be delivered concurrently with the delivery of the Bonds (including
Bond Counsel’s approving legal opinion) will be qualified, as to the enforceability of the various legal
instruments, by bankruptcy, insolvency, reorganization, moratorium or other similar laws affecting the
creditors’ rights, by the application of equitable principles and by the exercise of judicial discretion in
appropriate cases.

Collection of Assessment Installments. Although bankruptcy proceedings would not cause the lien

of the Assessments to become extinguished, the bankruptcy of a property owner or of a partner or other
equity owner of a property owner, could result in the stay of the enforcement of the lien for the Assessments,
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a delay in prosecuting Superior Court foreclosure proceedings or adversely affect the ability or willingness
of a property owner to pay the Assessment Installments, and could result in the possibility of delinquent
Assessment Installments not being paid in full. In addition, the amount of any lien on property securing the
payment of delinquent Assessment Installments could be reduced if the value of the property were
determined by the bankruptcy court to have become less than the amount of the lien, and the amount of the
delinquent Assessment Installments in excess of the reduced lien could then be treated as an unsecured claim
by the court. Any such stay of the enforcement of the lien, or any such delay or non-payment would increase
the likelihood of a delay or default in payment of the principal of and interest on the Bonds and the
possibility of delinquent Assessment Installments not being paid in full.

FDIC/Federal Government Interests in Properties

The City’s ability to enforce the lien of a Assessment Installment and to foreclose the lien of a
delinquent Assessment Installment, is limited with regard to properties in which the Internal Revenue
Service, the Drug Enforcement Agency, Federal Deposit Insurance Corporation (the “FDIC”) or other similar
federal government agencies has or obtains an interest.

Specifically withrespect to the FDIC, in the event that any financial institution making a loan which
1s secured by a lot is taken over by the FDIC and the applicable Assessment Installment is not paid, the
remedies available to the City may be constrained. The FDIC’s December 10, 1996 Policy Statement
regarding the payment of state and local real property taxes (the “Policy Statement”) provides that taxes other
than ad valorem taxes which are secured by a valid lien in effect before the FDIC acquired an interest ina
property will be paid unless the FDIC determines that abandonment of its interests is appropriate. The Policy
Statement provides that the FDIC generally will not pay installments of non-ad valorem taxes, such as the
Assessment Installments, which are levied after the time the FDIC acquires its fee interest, nor will the FDIC
recognize the validity of any lien to secure payment except in certain cases where the Resolution Trust
Corporation had an interest in property on or prior to December 31, 1995. Moreover, the Policy Statement
provides that, with respect to lots on which the FDIC holds a mortgage lien, the FDIC will not permit its lien
to be foreclosed upon by a taxing authority without its specific consent, nor will the FDIC pay or recognize
liens for any penalties, fines or similar claims imposed for the non-payment of taxes or assessments.

The FDIC has filed claims against the County of Orange with respect to Mello-Roos District special
taxes in the United States Bankruptcy Court and in Federal District Court in which the FDIC has taken a
position similar to the position outlined in the Policy Statement. While all of such claims have not been
resolved, the Bankruptcy Court has issued a tentative ruling in favor of the FDIC on certain of such claims.
The County of Orange has appealed such ruling and the FDIC has cross-appealed. The decision of the
United States Court of Appeals for the 9 Circuit (the “9% Circuit Court”) was filed on August 28, 2001. In
its decision, the Court stated that the FDIC, as a federal agency, is exempt from the Mello-Roos special tax.
The FDIC has also filed suit (the “post-bankruptcy” suit) regardin§ special taxes imposed after 1994.
However, such action has been stayed pending resolution of the 9® Circuit Court appeal by the FDIC
regarding the bankruptcy case. The post-bankruptcy suit has recently been consolidated with the cases filed
by the FDIC against other California counties and is pending in the United States District Court in Los
Angeles. The FDIC has filed a motion to lift the bankruptcy stay.

Itis unclear whether or not the FDIC would take a position with respect to special assessments, such
as the Assessments, similar to that which it has taken with respect to Mello-Roos community facilities district
special taxes. The City is unable to predict what effect the application of the Policy Statement would have
in the event of a delinquency with respect to a Parcel in which the FDIC has or obtains an interest, although
prohibiting the lien on the FDIC-owned property to be foreclosed at a judicial foreclosure sale would prevent
the sale of such Parcel at a foreclosure sale. Bondowners should assume that the City will be unable to
foreclose on any Parcel owned by the FDIC. Such an outcome could cause a draw on the Reserve Fund and
perhaps, ultimately, default in payment of the Bonds. The City has not undertaken to determine whether the
FDIC currently has, or is likely to acquire, any interest in any of the Parcels, and therefore expresses no view
concerning the likelihood that the risks described above will materialize while the Bonds are outstanding.
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Factors That May Affect Land Development and Value

The development, sale and lease of buildings constructed on the Parcels within the Assessment
District may be adversely affected by changes in general economic conditions, fluctuations in the real estate
market, changes in ownership of the land, unexpected delays, disruptions and changes, and other factors
which may affect the willingness and ability of the Major Owners, or any property owner to pay the
Assessment Installments when due. In addition, construction of improvements on the Parcels within the
Assessment District will be subject to existing and future federal, state and local regulations. Approval may
be required from various public agencies in connection with the design, nature and extent of improvements,
or such matters as land use and zoning. Failure to meet any such future legislation or obtain any such
approvals in a timely manner could delay or adversely affect the improvement of the Parcels within the
Assessment District.

Under current California law, it is generally accepted that proposed developmentis not exempt from
future land use regulations until building permits have been properly issued and substantial work has been
performed and substantial liabilities have been incurred in good faithreliance on such permits. As of April 1,
2004, building permits had been issued for only a portion of the Parcels within the Assessment District.

Earthquakes

The Assessment District is located in a seismically active area of Southern California and is subject
to unpredictable seismic activity. There is no evidence that a ground surface rupture will occur in the event
of an earthquake, but there is significant potential for destructive ground-shaking during the occurrence of
a major seismic event. Known active faults that could cause significant ground shaking within the
Assessment District include, but are not limited to, the San Andreas Fault. In addition, land susceptible to
seismic activity may be subject to liquefaction during the occurrence of such an event. In the event ofa
severe earthquake, there may be significant damage to both property and infrastructure within the Assessment
District. As a result, a substantial portion of the property owners may be unable or unwilling to pay the
Assessments when due. In addition, the value of land within the Assessment District could be diminished
in the aftermath of such an earthquake, reducing the resulting proceeds of foreclosure sales in the event of
delinquencies in the payment of Assessments.

Endangered Species

During the past several years, there has been an increase in activity at the State and Federal level
related to the listing and possible listing of certain plant and animal species found in the State as endangered
species. An increase in the number of endangered species is expected to curtail development in a number
of areas. At present, the parcels within the Assessment District are not known to be inhabited by any plant
or animal species which either the California Fish and Game Commission or the United States Fish and
Wildlife Service has listed as endangered or proposed for addition to the endangered species list.
Notwithstanding this fact, new species are proposed to be added to the State and federal protected lists on
aregular basis. Any action by the State or federal governments to protect additional species could negatively
impact the ability to complete the development as planned. This, in turn, could reduce the likelihood of
timely payment of the Assessment Installments and would likely reduce the value of the land and the
potential revenues available at a foreclosure sale for delinquent Assessments. See “RISK FACTORS —
Factors That May Affect Land Development and Value” and “RISK FACTORS — Appraised Value; Land
Value.”

Hazardous Substances

One of the most serious risks in terms of the potential reduction in the value of a lot is a claim with
regard to a hazardous substance. In general, the owners and operators of a lot may be required by law to
remedy conditions of the lots relating to release or threatened releases of hazardous substances. The federal
Comprehensive Environmental Response, Compensation and Liability Act of 1980, sometimes referred to
as “CERCLA” or the “Superfund Act,” is the most well known and widely applicable of these laws, but
California laws with regard to hazardous substances are also similarly stringent. Under many of these laws,
the owner or operator is obligated to remedy a hazardous substance condition of the property whether or not
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the owner or operator had anything to do with creating or handling the hazardous substance. The effect,
therefore, should the lots be affected by a hazardous substance, will be to reduce the marketability and value
of the lots by the costs of remedying the condition, because the prospective purchaser, upon becoming owner,
will become obligated to remedy the condition just as the seller is.

Further, it is possible that liabilities may arise in the future with respect to the lots resulting from
the current existence on the lots of a substance currently classified as hazardous but which has not been
released or the release of which is not presently threatened, or may arise in the future resulting from the
current existence on the lots of a substance not presently classified as hazardous but which may in the future
be so classified. Further, such liabilities may arise not simply from the existence of a hazardous substance
but from the method in which it is handled. All of these possibilities could significantly affect the value of
a lot that is realizable upon a delinquency.

The City, Tumer Riverwalk — 1, LLC, La Sierra University, and Turner Development Corporation
have no knowledge of any hazardous substances being located on the property within the Assessment
District.

Appraised Value; Land Value

The value of the land within the Assessment District is a critical factor in determining the investment
quality of the Bonds. The Appraisal was prepared for the purpose of estimating the current aggregate “as
is” value of the fee simple interests in the Parcels within the Assessment District as of April 1, 2004. The
Appraisal is qualified by the Appraiser as stated in the Appraisal. Should future conditions and events reduce
the level of permitted development of the Assessment District, the value of the land would likely be reduced
from that estimated by the Appraiser.

The opinion of value relates to sale by a willing seller to a willing buyer, each having similar
information and neither being forced by other circumstances to sell or to buy. Consequently, the opinion is
of limited use in predicting the selling price at a foreclosure sale, because the sale id forced and the buyer
may not have the benefit of full information. In addition, the opinion is a present opinion. It is based upon
present facts and circumstances. Differing facts and circumstances may lead to differing opinions of value.
The appraised market value is not evidence of future value because future facts and circumstances may differ
significantly from the present.

Ifa property owner is delinquent in the payment of a Assessment Installment, the City’s only remedy
is to commence foreclosure proceedings in an attempt to obtain funds to pay the Bonds. Reductions in
property values due to a downturn in the economy, physical events such as earthquakes or floods, stricter
land use regulations or other events could adversely impact the security underlying the Assessments.

The estimated value-to-lien ratio of individual parcels varies greatly. No assurance can be given
that, should a parcel with delinquent Assessment Instaliments be foreclosed upon and sold for the amount
of the delinquency, any bid will be received for such property or, if a bid is received, that such bid will be
sufficient to pay all delinquent Assessment Installments.

See “SECURITY FOR THE BONDS — Obligation of the City Upon Delinquency” for a discussion
of the provisions which apply, and procedures which the City is obligated to follow under the Fiscal Agent
Agreement, in the event of delinquencies in the payment of Assessment Installments. Although the Act
authorizes the City to cause a foreclosure action to be commenced and diligently pursued to completion, the
1915 Act does not specify any obligation of the City with regard to purchasing or otherwise acquiring any
lot or parcel of property sold at a foreclosure sale in any such action if there is no other purchaser at such
sale. The City has not in any way agreed, nor does it expect, to be such a purchaser. See “ — FDIC/Federal
Government Interests in Properties” above for a discussion of the policy for the Federal Deposit Insurance
Corporation regarding the payment of assessments and special taxes and limitations on the City’s ability to
foreclose on the lien of the Assessments in certain circumstances.
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Parity of Assessments, Bonds and Taxes

The Assessments and any penalties received with respect thereto constitute a lien against the Parcels
within the Assessment District until they are paid. The lien of the Assessments is on a parity with all special
taxes levied by other agencies and general property taxes wherever such special taxes and general taxes are
imposed on the same property, and subordinate to liens of special assessments previously imposed. The
Assessments have priority over all existing and future private liens imposed on the Parcels within the
Assessment District and over all future fixed special assessments.

The City does not have control over the ability of other local government agencies to issue
indebtedness secured by assessments or special taxes against all or a portion of the Parcels within the
Assessment District. In addition, the owners of the Parcels within the Assessment District may, without the
consent or knowledge of the City, petition other public agencies to issue public indebtedness secured by
assessments or special taxes. Any such assessments or special taxes may have a lien on such property on a
parity with the Assessments. See “THE ASSESSMENT DISTRICT — Direct and Overlapping Debt” for a
description of such authorized but unissued debt and all governmental debt secured by the Parcels within the
Assessment District.

Future Indebtedness

Construction has not yet commenced on several of the buildings to be constructed in the Assessment
District. To develop these Parcels, the current or future owner may require financing that would increase
the public and/or private debt for which the Parcels within the Assessment District provide security. Such
debt and any additional debt could reduce the ability or desire of the owner of such Parcels to pay the
Assessment Installments as they become due.

In addition, as described above, if any additional improvements or other costs are financed through
the issuance of governmental debt payable from special taxes against the Parcels within the Assessment
District, such taxes would have a lien on a parity with that of the Assessments.

Disclosure to Future Purchasers

The City has recorded a notice of the Assessment lien in the Office of the Riverside County
Recorder on October 9, 2003, as Document No. 2003-796791. While title companies normally refer to such
notices in title reports, there can be no guarantee that such reference will be made or, if made, that a
prospective purchaser or lender will consider such Assessment obligation in the purchase of a parcel of land
in the Assessment District or the lending of money thereon. California law requires the subdivider (or its
agent or representative) of a subdivision to notify a prospective purchaser or long-term lessor of any lot,
parcel, or unit subject to a fixed lien assessment of the existence and maximum amount of such assessment
using a statutorily prescribed form. California Civil Code Section 1102.6b requires that in the case of
transfers other than those covered by the above requirement, the seller must at least make a good faith effort
to notify the prospective purchaser of the assessment lien in a format prescribed by statute. Failure by an
owner of the property to comply with the above requirements, or failure by a purchaser or lessor to consider
or understand the nature and existence of the Assessments, could adversely affect the willingness and ability
of the purchaser or lessor to pay the Assessments when due.

California Constitution Article XIIIC and Article XIIID

On November 5, 1996, the voters of the State approved Proposition 218, the so-called “Rightto Vote
on Taxes Act.” Proposition 218 added Articles XIIIC and XIIID to the State Constitution, which contain a
number of provisions affecting the ability of the City to levy and collect both existing and future taxes,
assessments, fees and charges.

Article XIIID requires that, beginning July 1, 1997, the proceedings for the levy of any assessment
by the City under the Act (including, if applicable, any increase in such assessment or any supplemental
assessmentunder the Act) must be conducted in conformity with the provisions of Section 4 of Article XIIID.
The City has completed its proceedings for the levy of assessments in the Assessment District in accordance
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with the provisions of Section 4 of Article XIIID and the “Proposition 218 Omnibus Implementation Act
(Statutes of 1997, Chapter 38). Under Section 10400 of the Streets and Highways Code of the State, any
challenge (including any constitutional challenge) to the proceedings or the assessment must be brought
within 30 days after the date the assessment was levied.

Article XIIICremoves limitations on the initiative power in matters of local taxes, assessments, fees
and charges. Article XIIIC does not define the term “assessment.” In the case of the unpaid Assessments
which are pledged as security for payment of the Bonds, the Act provides a mandatory, statutory duty of the
City and the County Auditor to post installments on account of the unpaid Assessment Installments to the
property tax roll of the County each year while any of the Bonds are outstanding, commencing with property
tax year 2004-05, in amounts equal to the principal of and interest on the Bonds coming due in the
succeeding calendar year. Although the matter isnot free from doubt, it is likely that a court would hold that
Article XIIIC has not conferred on the voters the power to reduce or repeal the unpaid Assessments which
are pledged as security for payment of the Bonds or to otherwise interfere with performance of the
mandatory, statutory duty of the City and the County Auditor with respect to the unpaid Assessments which
are pledged as security for payment of the Bonds.

The interpretation and application of Proposition 218 will ultimately be determined by the courts
with respect to a number of the matters discussed above, and it is not possible at this time to predict with
certainty the outcome of such determination.

Ballot Initiatives and Legislative Measures

Article XIIIA, Article XIIIB and Proposition 218 were each adopted as measures that qualified for
the ballot pursuant to California’s constitutional initiative process and the State Legislature has in the past
enacted legislation which has altered the spending limitations or established minimum funding provisions
for particular activities, and Governor Schwarzenegger has proposed a ballot measure affecting State budget.
Governor Schwarzenegger’s California Recover Plan, approved at the March 2004 election among other
things, added to the Constitution a requirement requiring the Governor and Legislature to approve a balanced
budget (as opposed to the former requirement that the Governor present a balanced budget to the Legislature)
and granted the Governor additional powers in the event of budget deficits. From time to time, other
Iitiative measures could be adopted by California voters or legislation enacted by the State Legislature. The
adoption of any such initiative or enactment of legislation might place limitations on the ability of the State,
the County, the City, the School District or local districts to increase revenues or to increase appropriations
or on the ability of a property owner to complete the development of the property.

No Acceleration

The Bonds do not contain a provision allowing for the acceleration of the Bonds in the event of a
payment default or other default under the terms of the Bonds or the Fiscal Agent Agreement. There is no
provision in the Act or the Fiscal Agent Agreement for acceleration of the Assessment Installments in the
event of a payment default by the owners of the lots within the Assessment District or otherwise, or upon
any adverse change in the tax status of interest on the Bonds. Pursuant to the Fiscal Agent Agreement, a
Bondowner is given the right for the equal benefit and protection of all Bondowners to pursue certain
remedies described in APPENDIX C—-“SUMMARY OF CERTAIN PROVISION OF THE FISCAL AGENT
AGREEMENT.”

Loss of Tax Exemption

As discussed under the caption “TAX MATTERS” herein, interest on the Bonds could become
includable in gross income for purposes of federal income taxation retroactive to the date the Bonds were
issued, as a result of future acts or omissions of the City in violation of its covenants in the Fiscal Agent
Agreement. Should such an event of taxability occur, the Bonds are not subject to early redemption and will
remain outstanding until maturity or until redeemed under one of the other provisions contained in the Fiscal
Agent Agreement.
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Limited Liquidity of the Bonds

The City has not applied for, and does not expect to receive, a rating on the Bonds from any
nationally recognized rating organization. This fact, coupled with the fact that the Bonds are secured by a
limited number of Parcels, may limit the secondary market for, and therefore the liquidity of, the Bonds.

There can be no guarantee that there will be a secondary market for the Bonds or, if a secondary
market exists, that such Bonds can be sold for any particular price. Although the City and the Major Owners
have committed to provide certain statutorily-required financial and operating information, there can be no
assurance that such information will be available to Bondowners on a timely basis. The failure to provide
the annual financial and operating information does not give rise to monetary damages but merely an action
for specific performance. Occasionally, because of general market conditions, lack of current information
or because of adverse history or economic prospects connected with a particular issue, secondary marketing
practices in connection with a particular issue are suspended or terminated. Additionally, prices of issues
for which a market is being made will depend upon then prevailing circumstances. Such prices could be
substantially different from the original purchase price.

Limitations on Remedies

Remedies available to the Bondowners may be limited by a variety of factors and may be inadequate
to assure the timely payment of principal of and interest on the Bonds or to preserve the tax-exempt status
of the Bonds. See “~ FDIC/Federal Government Interests in Properties,” and “No Acceleration.”

CONCLUDING INFORMATION
Tax Matters
General

In the opinion of Best Best & Krieger LLP, Riverside, California, Bond Counsel, subject, however
to the qualifications set forth below, under existing law, the interest on the Bonds is excluded from gross
income for federal income tax purposes and such interest is not an item of tax preference for purposes of the
federal alternative minimum tax imposed on individuals and corporations; provided, however, that, for the
purpose of computing the alternative minimum tax imposed on corporations (as defined for federal income
tax purposes), such interest is taken into account in determining certain income and earnings.

The opinions set forth in the preceding paragraph are subject to the condition that the City comply
with all requirements of the Internal Revenue Code of 1986 (the “Code™) that must be satisfied subsequent
to the issuance of the Bonds in order that such interest be, or continue to be, excluded from gross income for
federal income tax purposes. The City has covenanted in the Fiscal Agent Agreement to comply with each
such requirement. Failure to comply with certain of such requirements may cause the inclusion of such
interest in gross income for federal income tax purposes to be retroactive to the date of issuance of the
Bonds.

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

To the extent the issue price of any maturity of the Bonds is less than the amount to be paid at
maturity of such Bonds (excluding amounts stated to be interest and payable at least annually over the term
of such Bonds), the difference constitutes “original issue discount,” the accrual of which, to the extent
properly allocable to each Owner thereof, is treated as interest on the Bonds which is excluded from gross
income for federal income tax purposes and State of California personal income taxes. For this purpose, the
issue price of a particular maturity of the Bonds is the first price at which a substantial amount of such
maturity of the Bonds is sold to the public (excluding bond houses, brokers, or similar persons or
organizations acting in the capacity of underwriters, placement agents or wholesalers). The original issue
discount with respect to any maturity of the Bonds accrues daily over the term to maturity of such Bonds on
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the basis of a constant interest rate compounded semiannually (with straight-line interpolations between
compounding dates). The accruing original issue discount is added to the adjusted basis of such Bonds to
determine taxable gain or loss upon disposition (including sale, redemption, or payment on maturity) of such
Bonds. Owners of the Bonds should consult their own tax advisors with respect to the tax consequences of
ownership of the Bonds with original issue discount, including the treatment of purchasers who do not
purchase such Bonds in the original offering to the public at the first price at which a substantial amount of
such Bonds is sold to the public.

The Bonds purchased, whether at original issuance or otherwise, for an amount greater than their
principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium Bonds”) will
be treated as having amortizable bond premium. No deduction is allowable for the amortizable bond
premium in the case of bonds, like the Premium Bonds, the interest on which is excluded from gross income
for federal income tax purposes. However, a purchaser’s basis in a Premium Bond and, under Treasury
Regulations, the amount of tax exempt interest received will be reduced by the amount of amortizable bond
premium properly allocable to such purchaser. Owners of Premium Bonds should consult their own tax
advisors with respect to the proper treatment of amortizable bond premium in their particular circumstances.

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

IRS Audit of Tax Exempt Bond Issues

The Internal Revenue Service (the “IRS”) has initiated an expanded program for the auditing of tax-
exempt bond issues, including both random and targeted audits. It is possible that the Bonds will be selected
for audit by the IRS. It is also possible that the market value of the Bonds might be affected as a result of
such an audit of the Bonds (or by an audit of similar bonds).

No Litigation

There is no action, suit, or proceeding pending or, to the best knowledge of the City, threatened at
the present time restraining or enjoining the delivery of the Bonds or in any way contesting or affecting the
validity of the Bonds or any proceedings of the City taken with respect to the execution or delivery thereof.
A no litigation opinion rendered by the City Attorney will be required to be delivered to the Underwriter
simultaneously with the delivery of the Bonds.

No Rating

The City has not made, and does not contemplate making, application to any rating agency for the
assignment of a rating for the Bonds.

Legal Matters

The validity of the Bonds and certain other legal matters are subject to the approving opinion of Best
Best & Krieger LLP, Riverside, California, Bond Counsel. A complete copy of the proposed form of Bond
Counsel opinion is contained in Appendix B hereto. Bond Counsel undertakes no responsibility for the
accuracy, completeness or fairness of this Official Statement. Certain legal matters will be passed on for the
Underwriter by McFarlin & Anderson LLP, Lake Forest, California and for the City by the City Attorney.
The fees of Bond Counsel and Underwriter’s Counsel are contingent upon issuance of the Bonds.
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Underwriting

The Bonds are being purchased through negotiation by Stone & Youngberg LLC (the
“Underwriter”). The Underwriter has agreed to purchase the Bonds for $3,677,165.20, which represents the
par amount of the Bonds, less an underwriter’s discount of $74,795.00 and an original issue discount of
$3,039.80. The purchase contract for the Bonds provides that the Underwriter will purchase all of the Bonds,
if any are purchased, the obligation to make such purchase being subject to certain terms and conditions set
forth in such purchase contract, the approval of certain legal matters by counsel and certain other conditions.

The Underwriter may offer and sell the Bonds to certain dealers and others at prices lower than the
public offering prices set forth on the cover page hereof. The offering prices may be changed from time to
time by the Underwriter.

Additional Information

Any statements made in this Official Statement involving matters of opinion or of estimates, whether
or not so expressly stated, are set forth as such and not as representations of fact, and no representation is
made that any of the estimates will be realized. This Official Statement is not to be construed as a contract
or agreement between the City and the purchasers or owners of any of the Bonds.

Copies of this Official Statement in reasonable quantity and other documentsreferred to herein may
be obtained from the offices of the City.

Execution of this Official Statement by the City Manager of the City has been duly authorized by
the City.

CITY OF RIVERSIDE

By _ /s/ Paul C. Sundeen
Paul C. Sundeen, Finance Director
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APPENDIX A
GENERAL INFORMATION ABOUT THE CITY OF RIVERSIDE

The following information is provided for background purposes only. The City of Riverside has
no liability whatsoever with respect to the Bonds or the Fiscal Agent Agreement.

General Information

Founded as a cooperative joint-stock venture in 1870 by John North and a group of Easterners who
wished to establish a colony dedicated to furthering education and culture, Riverside was built on land that
was once a Spanish rancho. In 1883 the City incorporated under the general laws of the State of California.
The City has a Council-Manager form of government, and is represented by the seven members of the City
Council who are elected from wards to serve a four-year term. The Mayor is elected from the City at large
to serve a four-year term.

Riverside owns and operates its own electric and water utilities providing businesses with low rates
and safe, reliable sources of electricity and water. Riverside’s business customers enjoy electrical rates up
to 40% lower than investor utilities. Riverside’s water rights assure that customer needs will be met well
into the future at rates 50% lower than neighboring communities.

Other governmental entities, such as the State of California, the County and various school and other
districts, also provide various levels of service within the City of Riverside. However, the Riverside City
Council does not have a continuing oversight responsibility over these other governmental entities.

Located on California Highway 91, the City of Riverside is the largest city in the Inland Empire and
in Riverside County (as of January, 2002) and the 11* largest city in California, encompassing 85.6 square
miles. The City of Riverside is approximately 50 miles east of Los Angeles, 90 miles north of San Diego,
40 miles northeast of Orange County, and 45 miles inland from the Pacific Ocean, contiguous to desert and
mountain regions. The City’s approximately 274,100 residents are offered a broad range of housing options
from apartments to luxury custom homes, with the 2002 estimated median housing price at $153,895.



Population

From 1990 — 2003, the City’s population grew from 223,300 to 274,100, a gain of 50,800 or 22.7%.
In this same period, Riverside County added 561,100, a gain of 49.0%.

CITY OF RIVERSIDE AND COUNTY OF RIVERSIDE POPULATION
FROM 1990 TO 2003

Riverside Riverside County

Year Population % Change Population % Change
1990 223,300 — 1,144,400 —
1991 227,500 1.9% 1,221,300 6.7%
1992 233,500 2.6 1,275,500 4.4
1993 236,400 1.2 1,312,300 29
1994 238,000 0.7 1,340,200 2.1
1995 239,000 04 1,365,500 1.9
1996 240,500 0.6 1,391,800 1.9
1997 243,200 1.1 1,420,600 2.1
1998 246,300 1.3 1,451,400 22
1999 250,200 1.6 1,490,500 2.7
2000 253,800 14 1,533,800 29
2001 261,300 3 1,584,300 33
2002 269,600 3.2 1,645,300 39
2003 274,100 1.7 1,705,500 37

Source: California Department of Finance.



Construction Activity

The following table shows a five year history of construction activity in the City.

Valuation:
Residential
Non-residential

Total

Residential Units:'
Single family
Multiple family

Total

CITY OF RIVERSIDE
BUILDING PERMITS AND VALUATIONS
1999 - 2003
1999 2000 2001 2002 2003
$193,668,641 $254,669,512 $268,277,310 $231,280,762 $253,539,080
63,403,182 43,237,261 96,552,009 110,750,442 142 604,591

$257,071.823

Source: Construction Industry Research Board.

$297.906,773
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' Reflects all building permits for residential property.

$364.,829,319

$342,031,204

$396,143.671



The following table shows historical commercial and residential construction and property values.

CITY OF RIVERSIDE
COMMERCIAL AND RESIDENTIAL CONSTRUCTION AND PROPERTY VALUES
1994 — 2003
Commercial Construction®  Residential Construction®” Property Values®
Number Number
Fiscal Year of Units Value of Units Value Commercial Residential
1994 1,894 $31,013 2,503 $64,579 $4,375,165 $5,802,420
1995 1,835 35,900 2,268 46,603 4,445,547 5,848,192
1996 1,804 70,448 2,417 69,378 4,237,613 5,844,620
1997 1,599 56,691 2,654 83,550 4,239,980 5,889,169
1998 1,621 44,194 3,053 100,611 4,139,302 5,948,479
1999 1,710 54,805 3,074 147,977 4,323,469 6,160,694
2000 1,573 47,835 3,694 278,035 3,939,530 6,665,754
2001 1,718 82,009 3,747 273,389 4,163,934 7,219,923
2002 1,899 91,027 4,099 264,995 4,799,848 7,960,167
2003 1,982 134,945 4,444 316,394 4,933,988 8,471,469

Values in thousands of dollars.

Source: (1) City of Riverside, City Planning Department.
(2) County Land Use Statistical Recap Report.
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Economic Condition

Rather than being dominated by a single industry, Riverside is home to a wide range of light
industries, manufacturers, distributors, diverse retailers, offices, professional services and other employers.
Riverside’s diverse manufacturing base includes such sectors as electrical instruments, plastic molding, wood
and metal fabrication, food processing, and recreational vehicle productions. The City’s retail base is also
experiencing growth and is home to several auto dealers including Saturn, Volkswagan and BMW. The
following tables set forth major manufacturing and non-manufacturing employers:

CITY OF RIVERSIDE
MAJOR MANUFACTURING EMPLOYERS
(As of April, 2004)
Approximate
Employer No. of Employees Type of Business
B. F. Goodrich 750 Aerostructures
Market Broiler Management Inc. 600 Food products provider
Luxfer Gas Cylinders 540 High-pressure gas storage
Specialty Brands, Inc. 501 Food products provider
Johnson Machinery 500 Construction products
Pepsi Cola Bottling Group 500 Bottling soft drink
Fleetwood Enterprises 461 Recreational vehicles
TacoBell/ET Tacos Inc. 400 Food products provider
Flexsteel Industries Inc. 254 Manufacturer o reﬁid ntial,
commercial and vehicle seats
Quebecor World 210 Print media services
Source: Greater Riverside Chambers of Commerce.
CITY OF RIVERSIDE
MAJOR NON-MANUFACTURING EMPLOYERS
(As of April, 2004)
Approximate
Employer No. of Employees Type of Business

Riverside Unified School District 3000 Public Education
Kaiser Permanente Medical Center 1600 Medical facility
Alvord Unified School District 1269 Public Education
The Press-Enterprise Company 1200 Newspaper
Riverside County Regional Medical 1200 Medical facility
Riverside Community College 918 Education
Riverside Medical Clinic 500 Medical facility
Riverside Public Utilities 500 Utility
The Historic Mission Inn 400 Hotel
AMTRAK 399 Transportation

Source: Greater Riverside Chambers of Commerce.



Sales Tax Revenues

Industrial and business parks offering clean industries and convenient office space provide growing
employment opportunities. The retail community is expanding rapidly with excellent shopping venues
including the Riverside Plaza, the Galleria at Tyler, the Mission Inn District in Downtown Riverside, the
Riverside Marketplace, and neighborhood strip centers. A wide selection of restaurants allows diners to
choose between nationally recognized chains or intimate dining bistros.

CITY OF RIVERSIDE
SALES AND USE TAX HISTORY

Year Amount

1993-94 $23,072,000
1994-95 $24,169,000
1995-96 $25,395,000
1996-97 $25,415,000
1997-98 $28,101,000
1998-99 $30,481,000
1999-00 $34,571,000
2000-01 $35,850,000
2001-02 $39,271,000
2002-03 $41,995,000

Source: City of Riverside Comprehensive Annual Financial Report.



CITY OF RIVERSIDE

PRINCIPAL TAXPAYERS
FOR THE YEAR ENDED JUNE 30, 2003
2003 Assessed Percent of
Valuation Total Assessed

Taxpayer Type of Business (in thousands) (Valuation)
Tyler Mall LTD Partnership Regional Shopping Center $143,014 1.0%
Riverside Healthcare System Hospital 95,952 0.7%
State Street Bank & Trust Co. of California Realty Investment 94,846 0.7%
Rohr Incorporation Manufacturer 57,502 0.4%
Lyon Corona Pointe Realty Investment 55,800 0.4%
California State Teachers Retirement System  Realty Investment 54,359 0.4%
Pepsi Bottling Group Manufacturer 47,711 0.3%
Press Enterprise Newspaper 47,004 0.3%
Mission Grove Park Apartments Apartments 43,567 0.3%
Metal Container Corporation Manufacturer 41,423 _03%
$681,178 4.8%

Source: City of Riverside Comprehensive Annual Financial Report.

CITY OF RIVERSIDE
ASSESSED AND ESTIMATED ACTUAL VALUE OF TAXABLE PROPERTY

(Values in Thousands)

FOR THE FISCAL YEARS ENDED JUNE 30, 1994 THROUGH 2003

Total Exemptions Net Net Total Estimated

Fiscal Year = Secured and Veteran Assessed Exemptions Assessed Actual

Taxes Unsecured Church, etc. Value Homeowners Value Value
1994 $10,665,256 $(1,538,547) $9,116,709 $(242,359) $8,874,350 $9,116,709
1995 310,782,241 $(1,544,755) $9,237,486 $(243,981) $8,993,505 $9,237,486
1996 $10,904,642 $(1,634,835) $9,269,807 $(243,498) $9,026,318 $9,269,807
1997 $10,655,256 $(1,574,851) $9,109,262 $(242,473) $8,866,789 $9,103,262
1998 $10,782,241 $(1,598,304) $9,130,939 $(241,776) $8,889,163 $9,130,939
1999 $10,904,642 $(1,580,501) $9,154,275 $(238,588) $8,915,687 $9,154,275
2000 $11,190,463 $(1,665,818) $9,524,645 $(233,807) $9,290,828 $9,524,645
2001 $11,956,092 $(1,784,167) $10,171,925 $(233,376) $9,938,549 $10,171,925
2002 $12,902,502 $(1,894,558) $11,007,944 $(234,557) $10,773,387 $11,007,944
2003 $14,051,945 $(2,166,760) $11,885,185 $(240,201) $11,644,984 $11,885,185

Source: City of Riverside Comprehensive Annual Financial Report.

A-7



General Information

Industrial Real Estate. Riverside is an area that offers available land and lower development costs.
A plentiful, educated and skilled labor force and competitive labor costs have attracted more than 115
industrial employers in the last ten years. Industrial developments include: Airport Industrial Redevelopment
Area where the Toro Corporation, committed more than $3 million in capital improvements and Dynamic
Plumbing adding 28,000 square feet and 130 jobs to the area; Hunter Industrial Park added 150 new jobs;
and Sycamore Canyon added Magnussen Home Furnishings and Quebecor World with over 800,000 square
feet developed. In 2003 several speculative projects were announced, including a 14.25 acre development
by Investment Building Group; a 16-acre commitment by The Magnon Companies; Columbia Technology
Park was announced with two buildings totaling approximately 400,000 square feet, and Pacific Park began
construction on six new buildings totaling 800,000 square feet.

Climate. Riverside enjoys a mild Mediterranean climate with year-round temperatures averaging
in the mid 60’s. Summer-time temperatures can average in the mid 80's or the mid 90's during the day. Mild
winter temperatures average in the mid 50's to the mid 60’s. Y early averager ainfall in Riverside is
approximately 10.4 inches, as compiled by the Riverside Public Utilities.

Education. The City is served by the Riverside Unified School District and the Alvord Unified
School District, with a total of 10 senior high schools (including 3 continuation schools), 10 middle schools,
1 charter school and 40 elementary schools serving a total of approximately 58,000 students. In addition,
there are 50 private schools and several pre-schools.

The University of California, Riverside, Sherman Institute (government school for Indians),
California Baptist College and La Sierra University, Riverside serve the growing population. Riverside
began the 1990s with a well-educated population, and its population trends and school performance figures
have allowed it to maintain that position. :

Transportation. Highway 91 and its connecting arterials provide convenient links to Orange County,
San Diego (Interstate 15), Los Angeles (Interstate 10), and San Bernardino (Interstate 215). A toll lane has
recently been added between Riverside and Orange Counties on Highway 91 for commuters. The Ontario
International Airport, 18 miles northwest of Riverside, provides flights to cities all over the world.
Commuter service is also available. Several major air freight carriers serve Ontario, as well as Hawaiian
Airlines, American Airlines and Aero Mexico. The Riverside Municipal Airport terminal building, recently
converted into a general aviation business center, offers a wide range of services and amenities.

Housing. Riverside in located within the Inland Empire which expects to be the fastest growing
urban area of California in both absolute and percentage terms, adding an expected 1.1 million more people
by 2010, a 34.2% growth rate. Riverside offers a wide variety of quality, affordable housing in a safe and
friendly neighborhood environment. The diverse housing stock includes: executive estates, ranchos,
moderately priced tract homes, luxury condos, senior housing, apartments, and historical homes. More than
1,113 new homes were built in Riverside in 2002 The latest population data shows Riverside with 274,100
residents as of January, 2003.



APPENDIX B
FORM OF OPINION OF BOND COUNSEL
(Closing Date)

Mayor and City Council
City of Riverside

3900 Main Street
Riverside, California 92522

Re: $3,755,000 City of Riverside Riverwalk Business Center Assessment District
Limited Obligation Improvement Bonds (Property Secured Only —
No Issuer Liability

Ladies and Gentlemen: \

We have examined the record of the proceedings taken by the City of Riverside (the “City”) for the
levy of special assessments and the authorization and issuance of bonds, including the above-referenced
bonds (the “Bonds”), with respect to a special assessment district known as Riverwalk Business Center
Assessment District (the “Assessment District”), pursuant to Resolution No. 20501 adopted by the City
Council of the City on August 12, 2003 (the “Resolution of Intention”).

The proceedings were taken pursuant to the Municipal Improvement Act of 1913 (Division 12 of the
Streets and Highways Code of the State of California). The Bonds are issued pursuant to the Improvement
Bond Act of 1915 (Division 10 of the Streets and Highways Code of the State of California), a resolution
adopted by the City Council on May 25, 2004, and the Fiscal Agent Agreement dated June 1, 2004, between
the City and U. S. Bank National Association, as fiscal agent (the “Agreement”).

The Bonds are designated “City of Riverside Riverwalk Business Center Assessment District Limited
Obligation Improvement Bond (Property Secured Only - No Issuer Liability).” The Bonds are issued in fully
registered form in the denomination of $5,000 or any integral multiple thereof. The Bonds bear interest from
their date to their respective dates of maturity, payable semiannually beginning September 2, 2004, and
thereafter on the second day of March and September of each year.

The Bonds are subject to optional and mandatory sinking payment redemption as provided in the
Agreement.

Based upon such examination, we are of the opinion that the proceedings have been taken in
accordance with the law and Constitution of the State of California and that the Bonds, having been duly
issued, executed and delivered in the manner provided by law, are regularly issued Bonds, and that the Bonds
are secured by the monies in the redemption fund and the reserve fund established pursuant to the Agreement
and by the unpaid assessments levied on property within the Assessment District for the financing of the
construction and acquisition of the public improvements within and for the Assessment District as authorized
by the Resolution of Intention.

The City has covenanted in the Agreement to comply with certain requirements of the Internal

Revenue Code of 1986, as amended (the “Code”), which must be satisfied for the interest on the Bonds to
be and remain excluded from gross income for purposes of federal income taxation. Noncompliance with
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such requirements could cause the interest on the Bonds to be included in gross income for purposes of
federal income taxation retroactive to the date of issuance of the Bonds.

We are of the opinion that, assuming compliance by the City with the aforementioned covenants, the
interest on the Bonds is excluded from gross income for purposes of federal income taxation under existing
statutes, regulations, rulings and court decisions. We are further of the opinion that the interest on the Bonds
is exempt from personal income taxes imposed by the State of California under present state income tax laws.

We are further of the opinion that the interest on the Bonds is not a specific preference item for
purposes of the alternative minimum tax provisions of the Code. However, such interest received by
corporations will be included in adjusted current earnings, a portion of which may increase the alternative
minimum taxable income of such corporations. Although the interest on the Bonds is excluded from gross
income for purposes of federal income taxation, the accrual or receipt of such interest may otherwise affect
the total income tax liability of the recipient. The extent of these tax consequences will depend upon the
recipient’s particular tax status or other items of income or deduction. We express no opinion regarding any
such tax consequences.

The opinions expressed herein may be affected by actions which may be taken (or not taken) or
events which may occur (or not occur) after the date hereof. We have not undertaken to determine, or to
inform any person, whether any such actions or events are taken or occur or are not taken or do not occur.

The rights of the owners of the Bonds and the enforceability of the Bonds and the Agreement may
be subject to bankruptcy, insolvency, moratorium and other similar laws affecting creditors’ rights heretofore
or hereafter enacted, and their enforcement may be subject to the exercise of judicial discretion in accordance
with general principles of equity.

Respectfully submitted,



APPENDIX C

SUMMARY OF CERTAIN PROVISIONS OF THE FISCAL AGENT AGREEMENT

The following is a summary of certain provisions of the Fiscal Agent Agreement (the “Agreement”)
which are not described elsewhere in this Official Statement. This summary does not purport to be
comprehensive and reference should be made to the Agreement for a full and complete statement of its
provisions. All capitalized terms not defined in this summary have the meaning set forth in the Agreement,
a copy of which is available upon request to the City Clerk of the City of Riverside.

General

The Agreement provides for the appointment of the Fiscal Agent by the City and the acceptance of
such appointment by the Fiscal Agent. The Agreement also provides for the establishment and
administration of funds and for the authentication and delivery of the Bonds.

U.S. Bank National Association has been appointed Fiscal Agent pursuant to the Agreement. In
addition to holding and administering the various funds, the Fiscal Agent will invest funds held in trust and
will also pay Bonds when presented for payment at maturity or on earlier redemption pursuant to the terms
of the Agreement. The Fiscal Agent will also act as registrar of the Bonds.

The Agreement establishes the Improvement Fund, the Cost of Issuance Fund, the Redemption
Fund, the Reserve Fund and the Rebate Fund. On the date of delivery of the Bonds, the Fiscal Agent will
receive the proceeds of the sale of the Bonds to be deposited as described in “SOURCES AND USES OF
FUNDS” in the Official Statement.

Definitions
The following are some of the definitions which are contained in the Agreement:

“Assessment” or “ Assessments” means the assessment levied on the lots and parcels of
property within the Assessment District by the adoption by the City Council of Resolution No. 20542 on
October 7, 2003 and the recording of the assessment diagram and notice of assessment for the Assessment
District with the County Recorder of the County of Riverside pursuant to Section 3114 of the California
Streets and Highways Code.

“Assessment Prepayment” means an amount received by the City from a property owner as
a payment in full of the unpaid amount of the Assessment levied on his or her property.

“Assessment Revenues” means the revenues received by the City in each Fiscal Year from
the collection of the annual installments o f the unpaid A ssessments, i ncluding p enalties and interest on
delinquent installments of the unpaid Assessments and proceeds from the sale of property for delinquent
Assessment installments, but excluding the amounts of the annual assessments collected by the City for the
payment of administration costs pursuant to Sections 8682, 8682.1 and 10204(f) of the California Streets
and Highways Code and Assessment Prepayments.

“Closing Date” means the date upon which there is an exchange of the Bonds for the
proceeds representing payment of the purchase price of the Bonds by the Original Purchaser.

“Code” means the Internal Revenue Code of 1986, as amended.
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“Debt Service” means the amount of interest and principal payable on the Bonds scheduled
to be paid during the period of computation, excluding amounts payable during such period which relate to
principal of the Bonds which are scheduled to be retired and paid before the beginning of such period.

“Depository” means The Depository Trust Company, New York, New York, and its
successors and assigns.

“Federal Securities” means any of the following which at the time of investment are legal
investments under the laws of the State of California for the moneys proposed to be invested therein:

@) Cash; and

(ii) Direct general obligations of the United States of America (including obligations
issued or held in book entry form on the books of the Department of the Treasury of the United
States), or obligations, the payment of principal of and interest on which is unconditionally
guaranteed by the United States.

“Investment Earnings” means all interest earned and any gains and losses on the investment
of moneys in any fund or account created by the Agreement excluding interest earned and gains and losses
on the investment of moneys in the Rebate Fund.

“Maximum Annual Debt Service” means the amount determined by the City to be the
largest Annual Debt Service for any Bond Year after the calculation is made through the final maturity date
of any Outstanding Bonds.

“Outstanding,” when used as of any particular time with reference to the Bonds, means all
Bonds except:

@) Bonds theretofore canceled by the Fiscal Agent or surrendered to the Fiscal Agent
for cancellation; '
(i) Bonds called for redemption which are no longer entitled to any benefit under the

Agreement other than the right to receive payment of the redemption price therefor;
(i)  Bonds paid or deemed to have been paid; and

@iv) Bonds in lieu of or in substitution for which other Bonds shall have been
authorized, executed, issued and delivered by the City and authenticated by the Fiscal Agent
pursuant to the Agreement or any Supplemental Agreement.

“Permitted Investments” means:
@) Federal Securities;

(i) Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed by
any of the following federal agencies and provided such obligations are backed by the full faith and
credit of the United States of America (stripped securities are only permitted if they have been
stripped by the agency itself):

() U.S. Export-Import Bank
Direct obligations or fully guaranteed certificates of beneficial ownership



(b)

©
(d
(©

®

(&

()

Farmers Home Administration
Certificates of beneficial ownership

Federal Financing Bank

Federal Housing Administration Debentures

General Services Administration
Participation certificates

Government National Mortgage Association (GNMA)
GNMA - guaranteed mortgage-backed bonds
GNMA - guaranteed pass-through obligations

U.S. Maritime Administration
Guaranteed Title XI financing

U.S. Department of Housing and Urban Development

Project Notes

Local Authority Bonds

New Communities Debentures - United States government guaranteed
debentures

U.S. Public Housing Notes and Bonds - United States government
guaranteed public housing notes and bonds;

(iif) Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed by
any of the following non-full faith and credit United States government agencies (stripped
securities are only permitted if they have been stripped by the agency itself):

()

(®)

©

(@

(e
®

Federal Home I .oan Bank System
Senior debt obligations

Federal Home I.oan Mortgage Corporation
Participation Certificates
Senior debt obligations

Federal National Mortgage Association
Mortgage-backed securities and senior debt obligations

Student Loan Marketing Association
Senior debt obligations

Resolution Funding Corporation (REFCORP) obligations

Farm Credit System
Consolidated systemwide bonds and notes;

@iv) Money market funds registered under the Federal Investment Company Act of
1940, whose shares are registered under the Federal Securities Act of 1933, and having a rating by
Standard & Poor’s of “AAAmM-G,” “AAA-m” or “AA-m” and, if rated by Moody’s, rated “Aaa,”
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“Aal” or “Aa2” by Moody’s, including funds for which the Fiscal Agent or any of its affiliates
provides investment management services,

) Certificates o f d eposit secured at all times by collateral d escribed in clauses (1)
and/or (ii) above. Such certificates must be issued by commercial banks, savings and loan
associations or mutual savings banks. The collateral must be held by a third party and the Fiscal
Agent on behalf of the Owners of the Bonds must have a perfected first security interest in the
collateral;

(vi) Certificates of deposit, savings accounts, deposit accounts or money market
deposits which are fully insured by FDIC, including BIF and SAIF;

(vii)  Investment agreements with domestic or foreign banks or corporations the long-
term debt or claims paying ability of which or, in the case of a guaranteed corporation, the long-
term debt, or, in the case of a monoline financial guaranty insurance company, the financial
strength, of the guarantor is rated in at least the double A category by Standard & Poor’s and
Moody’s; provided that, by the terms of the investment agreement:

(a) interest payments are to be made to the Fiscal Agent at times and in
amounts as necessary to pay debt service on the Bonds;

(b) the invested funds are available for withdrawal without penalty or
premium, at any time upon not more than seven (7) days’ prior notice;

(c) the investment agreement shall provide that it is the unconditional and
general obligation of, and is not subordinated to any other obligation of, the provider
thereof;,

(d the City and the Fiscal Agent receive the opinion of domestic counsel

(which opinion shall be addressed to the City) that such investment agreement is legal,
valid, binding upon and enforceable against the provider in accordance with its terms and
of foreign counsel (if applicable) in form and substance acceptable, and addressed to, the

City;
(e) the investment agreement shall provide that if during its term

(1) the provider’s rating by either Standard & Poor’s or Moody’s falls below
“AA-“ or “Aa3,” respectively, the provider shall, atits option, within ten (10) days of
receipt of publication of such downgrade, either (i) collateralize the investment agreement
by delivering or transferring in accordance with the applicable state and federal laws (other
than by means of entries on the provider’s books) to the City, the Fiscal Agent or a third
party acting solely as agent therefor (the “Holder of the Collateral”) collateral free and
clear of any third-party liens or claims, the market value of which collateral is maintained
at levels and upon such conditions as would be acceptable to Standard & Poor’s and
Moody’s to maintain an “A” rating in an “A” rated structured financing (with a market
value approach); or (ii) assign the investment agreement and all of its obligations
thereunder to a financial institution mutually acceptable to the provider and the City which
is rated either in the first or second highest category by Standard & Poor’s and Moody’s;
and
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(2) the provider’s rating by either Standard & Poor’s or Moody’s is
withdrawn or suspended or falls below “A-*“ or “A3,” respectively, the provider must, at
the direction of the City or the Fiscal Agent, within ten (10) days of receipt of such
direction, repay the principal of and accrued but unpaid interest on the invested funds, in
either case with no penalty or premium to the City or the Fiscal Agent, as appropriate; and

® the investment agreement shall provide and an opinion of counsel shall be
rendered, in the event collateral is required to be pledged by the provider under the terms
of the investment agreement at the time such collateral is delivered, that the Holder of the
Collateral has a perfected first priority security interest in the collateral, any substituted
collateral and all proceeds thereof (in the case o f bearer securities, this shall mean the
Holder of the Collateral is in possession of such collateral); and

(2 the investment agreement shall provide that if during its term

€Y the provider shall default in its payment obligations, the provider’s
obligations under the investment agreement shall, at the direction of the City or the Fiscal
Agent, be accelerated and amounts invested and accrued but unpaid interest thereon shall
be paid to the City or the Fiscal Agent, as appropriate; and

2) the provider shall become insolvent, not pay its debts as they
become due, be declared or petition to be declared bankrupt, etc., the provider’s
obligations shall automatically be accelerated and amounts invested and accrued but
unpaid interest thereon shall be paid to the City or the Fiscal Agent, as appropriate;

(viii)  Commercial paper rated, at the time of purchase, “Prime-1" by Moody’s and “A-1"

or better by Standard & Poor’s;

(ix) Bonds or notes issued by any state or municipality which are rated by Moody’s and

Standard & Poor’s in one of the two highest rating categories assigned by them;

(x) Federal funds or bankers acceptances with a maximum term of one year of any

bank which has an unsecured, uninsured and unguaranteed obligation rating of “Prime-1” or “A3”
or better by Moody’s and “A-1” or better by Standard & Poor’s;

(xi) Repurchase agreements which satisfy the following criteria:

(a) Repurchase agreements must be between the City or the Fiscal Agent and
a dealer bank or securities firm which is:

(1) A primary dealer on the Federal Reserve reporting dealer list
which is rated “A” or better by Standard & Poor’s and Moody’s, or

2) A bank rated “A” or above by Standard & Poor’s and Moody’s;
®) The written agreement must include the following:
¢y Securities which are acceptable for transfer are:

(A) direct obligations of the United States government, or



B) obligations of federal agencies backed by the full faith
and credit of the United States of America (or the Federal National Mortgage Association
(FNMA) or the Federal Home Loan Mortgage Corporation (FHLMC)),

) The collateral must be delivered to the City or the Fiscal Agent (if
the Fiscal Agent is not supplying the collateral) or a third party acting as agent for the
Fiscal Agent (if the Fiscal Agent is supplying the collateral) before or simultaneous with
payment (perfection by possession of certificated securities),

(3) (A) The securities must be valued weekly, marked-to-market at current
market price plus accrued interest, and

(B) The value of the collateral must be at least equal to one
hundred four percent (104%) of the amount of money transferred by the Fiscal Agent to
the dealer, bank or security firm under the agreement plus accrued interest. If the value of
the securities held as collateral is reduced below one hundred four percent (104%) of the
value of the amount of money transferred by the Fiscal Agent, then additional acceptable
securities and/or cash must be provided as collateral to bring the value of the collateral to
one hundred four percent (104%); provided, however, that if the securities used as
collateral are those of FNMA or FHLMC, then the value of the collateral must be equal to
one hundred five percent (105%) of the amount of money transferred by the Fiscal Agent;
and

{©) A legal opinion must be delivered to the City and the Fiscal Agent that the
repurchase agreement meets the requirements of California law with respect to the
investment of public funds; and

(xii)  the Local Agency Investment Fund in the State Treasury of the State of California
as permitted by the State Treasurer pursuant to Section 16429.1 of the California Government
Code.

“Rebate Certificate” means the certificate delivered by the City upon the delivery of the
Bonds relating to Section 148 of the Code, or any functionally similar replacement certificate.

“Regulations” means the temporary and permanent regulations of the United States
Department of the Treasury promulgated under the Code.

“Reserve Requirement” means on any date in any Bond Year the lesser of (i) 10 percent of
the proceeds of the sale of the Bonds, (ii) Maximum Annual Debt Service, or (iii) 125 percent of average
Annual Debt Service on the Bonds, as determined by the City.

Improvement Fund

(A) Establishment of Improvement Fund. Pursuant to the Agreement, there is established, as a
separate account to be held by the Fiscal Agent, the “Riverwalk Business Center Assessment District of the
City of Riverside Improvement Bonds Improvement Fund,” to the credit of which a deposit shall be made as
required by the Agreement. Moneys in the Improvement Fund shall be held by the Fiscal Agent for the
benefit of the Owners of the Bonds, shall be disbursed, except as otherwise provided in the Agreement, for
the payment or reimbursement of the costs of the design, acquisition and construction of the Project and,
pending such disbursement, shall be subject to a lien in favor of the Owners of the Bonds.
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B) Procedure for Disbursement. Disbursements from the Improvement Fund shall be made by
the Fiscal Agent upon receipt of an Officer’s Certificate which shall:

() set forth the amount required to be disbursed, the purpose for which the
disbursement is to be made and the person to which the disbursement is to be paid; and

(ii) certify that no portion of the amount then being requested to be disbursed was set
forth in any Officer’s Certificate previously filed with the Fiscal Agent requesting
disbursement, and that the amount being requested is an appropriate disbursement from the
Improvement Fund.

© Investment. Moneys in the Improvement Fund shall be invested and deposited in
accordance with the Agreement. Investment Earnings shall be retained by the Fiscal Agent in the
Improvement Fund to be used for the purposes of such fund.

D) Closing of Fund. Upon the filing of an Officer’s Certificate stating that the Project has
been completed and that all costs of the Project have been paid or are not required to be paid from the
Improvement Fund, and further stating that moneys on deposit in the Improvement Fund are not needed to
complete the Project or reimburse the cost thereof, the Fiscal Agent shall transfer the amount, if any,
remaining in the Improvement Fund to the City, and the City shall apply such amount as provided in Section
10427.1 of the California Streets and Highways Code.

(E) Officer’s Certificate. Upon receipt of an Officer’s Certificate delivered pursuant to the
Agreement, the Fiscal Agent is authorized to act thereon without further inquiry and shall not be responsible
for the accuracy of the statements made in such Officer’s Certificate or the application of the funds
disbursed pursuant thereto, and shall be absolutely protected and incur no liability in relying on such
Officer’s Certificate.

Pledge of Assessment Revenues

(A) Pledge of Assessment Revenues. The Bonds shall be secured by a pledge (which pledge
shall be effected in the manner and to the extent provided in the Agreement) of all of the Assessment
Revenues and all moneys deposited in the Redemption Fund, all moneys deposited in the Reserve Fund and,
until disbursed as provided in the Agreement, all moneys deposited in the Improvement Fund. The
Assessment Revenues and all moneys deposited into such funds (except as otherwise provided in the
Agreement with respect to moneys disbursed from the Improvement Fund) are dedicated in their entirety to
the payment of the principal of the Bonds, and interest and any premium on, the Bonds, as provided in the
Agreement and in the Improvement Bond Act of 1915, until all of the Bonds have been paid and retired or
until moneys or Federal Securities have been set aside irrevocably for that purpose.

B) Transfers of Assessment Revenues. On or before the second (2nd) Business Day preceding
each Interest Payment Date, the City Treasurer shall transfer to the Fiscal Agent for deposit in the
Redemption Fund an amount of the Assessment Revenues which the Fiscal Agent has advised the City
Treasurer will be needed to pay Debt Service on the Bonds on such Interest Payment Date. Upon receipt of
each such transfer of Assessment Revenues, the Fiscal Agent shall deposit the amount thereof in the
Redemption Fund for the payment of Debt Service on the Bonds on the Interest Payment Date for which the
transfer is made. Notwithstanding the preceding provisions of the Agreement, the City Treasurer shall not
transfer to the Fiscal Agent for deposit in the Redemption Fund any amount for the payment of Debt Service
on the Bonds on the Interest Payment Date which occurs on September 2, 2004, and the amount deposited in
the Redemption Fund pursuant to another section of the Agreement, representing capitalized interest on the
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Bonds and Investment Earnings thereon, shall be utilized by the Fiscal Agent to pay interest on the Bonds
on such Interest Payment Dates.

Redemption Fund

(A) Deposits. Pursuant to the Agreement, there is established, as a separate account to be held
by the Fiscal Agent, the “Redemption Fund” to the credit of which deposits shall be made as required by the
provisions of this Agreement and the Improvement Bond Act of 1915. Moneys in the Redemption Fund
shall be held by the Fiscal Agent for the benefit of the Owners of the Bonds, shall be disbursed for the
payment of the principal of, and interest and any premium on, the Bonds as provided below, and, pending
such disbursement, shall be subject to a lien in favor of the Owners of the Bonds.

(B)  Disbursements. On each Interest Payment Date, the Fiscal Agent shall withdraw from the
Redemption Fund and pay to the Owners of the Bonds the principal of and interest and any premium then
due and payable on the Bonds on the Interest Payment Date.

In the event that amounts on deposit in the Redemption Fund are insufficient for the purpose set
forth in the preceding paragraph, the Fiscal Agent shall transfer from the Reserve Fund, to the extent of any
funds therein, to the Redemption Fund the amount of such insufficiency.

If, after such a transfer from the Reserve Fund, there are insufficient funds in the Redemption Fund
to make the payments provided for in the Agreement, the Treasurer shall instruct the Fiscal Agent in writing
to apply the available funds to the payment of the principal of and interest on the Bonds in the manner and
in the priorities provided in Section 8775 of the California Streets and Highways Code, as it existed on the
Closing Date or as it may thereafter be amended. The Treasurer shall specify in such written instructions
how the available funds shall be utilized to pay interest on and principal of the Bonds and the Fiscal Agent
may conclusively rely upon such written instructions, and shall not have any responsibility or liability as a
result of its reliance upon any such written instructions. When funds become available for the payment of
the portion of the principal of any Bond which was not paid upon its maturity date, the Treasurer shall
provide notice to the Owner of such Bond as provided in Section 8776 of the California Streets and
Highways Code.

On September 3 of each year, beginning on September 3, 2005, the amount on deposit in the
Redemption Fund shall not exceed the greater of (i) one year’s earnings on such amount, or (ii) one-twelfth
(1/12th) of Annual Debt Service for the then current Bond Year. If on September 3 of any year the amount
on deposit in the Redemption Fund exceeds the maximum amount allowable pursuant to the preceding
sentence and if on such September 3 the City shall have delivered to the Fiscal Agent an Officer’s
Certificate containing the information required below in this paragraph, the excess shall be transferred by
the Fiscal Agent as directed by such Officer’s Certificate to the Reserve Fund to the extent that the amount
on deposit therein is less than the Reserve Requirement, and any such excess remaining thereafter shall be
paid by the Fiscal Agent to the City as directed by such Officer’s Certificate. On September 3 of each year,
after any such excess amount has been transferred as provided in the Agreement, the amount on deposit in
the Redemption Fund shall not exceed the greater of (i) one year’s earnings thereon, or (ii) one-twelfth
(1/12th) of Annual Debt Service for the then current Bond Year. An Officer’s Certificate delivered by the
City to Fiscal Agent pursuant to the Agreement shall (1) specify the dollar amount of the excess determined
pursuant to the first sentence of this paragraph, (2) specify the dollar amount of such excess which the Fiscal
Agent is to transfer to the Reserve Fund, and (3) specify the dollar amount of such excess which the Fiscal
Agent is to pay to the City. Upon receipt of such an Officer’s Certificate, the Fiscal Agent is authorized to
act thereon without further inquiry, shall not be responsible for the accuracy of the statements contained
therein, and shall be absolutely protected and incur no liability in relying on such Officer’s Certificate.



Amounts in the Redemption Fund shall also be withdrawn and deposited in the Rebate Fund as
provided in the Agreement.

© Investment. Moneys in the Redemption Fund shall be invested and deposited in accordance
with the Agreement. Investment Earnings shall be retained in the Redemption Fund, except to the extent
they are required to be deposited by the Fiscal Agent in the Rebate Fund in accordance with specific section
of such Agreement.

D) Deficiency. Upon making a transfer from the Reserve Fund to the Redemption Fund,
pursuant to the Agreement, the Fiscal Agent shall report such fact to the City. As provided in the form of
the Bonds attached to the Agreement as Exhibit A, the City Council has determined in the Resolution of
Intention that the City will not obligate itself to advance funds from the City Treasury to cure any deficiency
which may occur in the Redemption Fund.

(E) Determination of Ultimate Loss. Notwithstanding the provisions of the Agreement, if the
City Treasurer determines, pursuant to Section 8770 of the California Streets and Highways Code, that there
is a danger of an ultimate loss accruing to the Bond Owners, for any reason, the provisions of that section
and Sections 8771, 8772 and 8773 of the California Streets and Highways Code shall govern with respect to
the procedures which shall be followed in paying the principal of and interest on the Outstanding Bonds.

Reserve Fund

(A) Establishment of Fund. Pursuant to the Agreement, there is established, as a separate .
account to be held by the Fiscal Agent, the “Reserve Fund” to the credit of which a deposit shall be made as
required by the Agreement, which deposit is equal to the Reserve Requirement as of the Closing Date, and
to which deposits shall be made as provided in such Agreement. Moneys in the Reserve Fund shall be held
by the Fiscal Agent for the benefit of the Owners of the Bonds as a reserve for the payment of the principal
of and interest and any premium on the Bonds and shall be subject to a lien in favor of the Owners of the
Bonds.

B) Use of Fund. Except as otherwise provided in the Agreement, all amounts deposited in the
Reserve Fund shall be used and withdrawn by the Fiscal Agent solely for the purpose of making transfers to
the Redemption Fund in the event of any deficiency at any time in the Redemption Fund of the amount then
required for payment of the principal of, and interest and any premium on the Bonds or, in accordance with
the provisions of such Agreement, or for the purpose of redeeming Bonds.

Amounts transferred from the Reserve Fund to the Redemption Fund pursuant to the Agreement
shall be restored by the City from the collection of delinquent instaliments on the Assessments levied on
parcels for which such installments are delinquent, and penalties and interest thereon, whether by judicial
foreclosure proceedings or otherwise, as soon as is reasonably possible following the receipt by the City of
such delinquent installments, penalties and interest,

© Transfer Due to Deficiency in Redemption Fund. Whenever transfer is made from the
Reserve Fund to the Redemption Fund due to a deficiency in the Redemption Fund, the Fiscal Agent shall
report such fact to the City.

D) Transfers on Payment of Assessments. Whenever an Assessment levied on a lot or parcel
of property within the Assessment District is paid off, the Fiscal Agent shall, upon receiving an Officer’s
Certificate regarding such Assessment, transfer from the Reserve Fund to the Redemption Fund an amount
equal to the reduction in such Assessment determined pursuant to Section 8881 of the California Streets and
Highways C ode, which amount shall be specified in the Officer’s Certificate. Upon receipt of such an
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Officer’s Certificate, the Fiscal Agent is authorized to act thereon without further inquiry, shall not be
responsible for the accuracy of the statements contained therein, and shall be absolutely protected and incur
no liability in relying on such Officer’s Certificate.

(E) Transfer of Excess of Reserve Requirement. Whenever, on any September 3, the amount in
the Reserve Fund, less Investment Earnings resulting from the investment of the funds therein which
pursuant to the Agreement must be rebated to the United States, exceeds the then applicable Reserve
Requirement, the Fiscal Agent shall provide written notice to the City of the amount of the excess and shall,
subject to the requirements of such Agreement, transfer an amount equal to the excess from the Reserve
Fund to the Redemption Fund to be used for the payment of Debt Service on the next succeeding Interest
Payment Date in accordance with such Agreement.

® Transfer When Balance Exceeds Outstanding Bonds. Whenever the balance in the Reserve
Fund exceeds the amount required to redeem or pay the Outstanding Bonds, including interest accrued to
the date of payment or redemption and premium, if any, due upon redemption, the Fiscal Agent shall, upon
receiving written direction from an A uthorized O fficer, transfer the amount in the R eserve Fund to the
Redemption Fund to be applied, on the next succeeding Interest Payment Date to the payment and
redemption, in accordance with the Agreement, as applicable, of all of the Outstanding Bonds. In the event
that the amount so transferred from the Reserve Fund to the Redemption Fund exceeds the amount required
to pay and redeem the Outstanding Bonds, the balance in the Reserve Fund shall be transferred by the Fiscal
Agent to the City to be applied as provided in Section 8885 of the California Streets and Highways Code.
Upon receipt of such an Officer’s Certificate, the Fiscal Agent is authorized to act thereon without further
inquiry, shall not be responsible for the accuracy of the statements contained therein, and shall be absolutely
protected and incur no liability in relying on such Officer’s Certificate.

(€3] Investment. Moneys in the Reserve Fund shall, except as provided in the Agreement, be
invested and deposited in accordance with the Agreement.

Other Covenants of the City

Punctual Payment. The City will punctually pay or cause to be paid the principal of and interest and
any premium on the Bonds when and as due in strict conformity with the terms of the Agreement and any
Supplemental Agreement to the extent that the Assessment Revenues are available therefor, and it will
faithfully observe and perform all of the conditions, covenants and requirements of the Agreement and all
Supplemental Agreements and of the Bonds.

Special Obligation. The Bonds are special obligations of the City and are payable solely from and
secured solely by the Assessment Revenues and the amounts in the Redemption Fund, the Reserve Fund and
the Improvement Fund.

Extension of Time for Payment. In order to prevent any accumulation of claims for interest after
maturity, the City shall not, directly or indirectly, extend or consent to the extension of the time for the
payment of any claim for interest on any of the Bonds and shall not, directly or indirectly, be a party to the
approval of any such arrangement by purchasing or funding said claims for interest or in any other manner.
In case any such claim for interest shall be extended or funded, whether or not with the consent of the City,
such claim for interest so extended or funded shall not be entitled, in case of default under the Agreement, to
the benefits of the Agreement, except subject to the prior payment in full of the principal of all of the Bonds
then Outstanding and of all claims for interest which shall not have been so extended or funded.

Against Encumbrances. The City shall not encumber, pledge or place any charge or lien upon any
of the Assessment Revenues or other amounts pledged to the Bonds superior to or on a parity with the
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pledge and lien created in the Agreement for the benefit of the Bonds, except as permitted by such
Agreement.

Protection of Security and Rights of Owners. The City will preserve and protect the security of the
Bonds and the rights of the Owners, and will warrant and defend their rights against all claims and demands
of all persons. From and after the delivery of any of the Bonds by the City, the Bonds shall be incontestable
by the City.

Collection of Assessment Revenues. The City shall comply with all requirements of the
Improvement Bond Act of 1915 so as to assure the timely collection of Assessment Revenues, including
without limitation, the enforcement of the payment or collection of delinquent Assessments.

Further Assurances. The City will adopt, make, execute and deliver any and all such further
ordinances, resolutions, instruments and assurances as may be reasonably necessary or proper to carry out
the intention or to facilitate the performance of the Agreement, and for better assuring and confirming unto
the Owners of the Bonds of the rights and benefits provided in the Agreement.

Tax Covenants. Pursuant to the Agreement, the City covenants that:

A) It will not take any action or omit to take any action, which action or omission, if
reasonably expected on the date of the initial issuance and delivery of the Bonds, would have caused any of
the Bonds to be “arbitrage bonds” within the meaning of Section 103(b) and Section 148 of the Code;

(B) It will not take any action or omit to take any action, which action or omission, if
reasonably expected on the date of initial issuance and delivery of the Bonds, would result in loss of
exclusion from gross income for purposes of federal income taxation under Section 103(a) of the Code of
interest paid with respect to the Bonds;

© It will not take any action or omit to take any action, which action or omission, if
reasonably expected on the date of initial issuance and delivery of the Bonds, would have caused any of the
Bonds to be “private activity bonds” within the meaning of Section 141 of the Code;

D) It will comply with the Rebate Certificate as a source of guidance for achieving compliance
with the Code; and

E) In order to maintain the exclusion from gross income for purposes of federal income
taxation of interest paid with respect to the Bonds, it will comply with each applicable requirement of
Section 103 and Sections 141 through 150 of the Code.

Covenant to Foreclose. Pursuant to the Agreement, the City covenants with and for the benefit of
the Owners of the Bonds that it will order, and cause to be commenced, judicial foreclosure proceedings
against properties with delinquent Assessment installments in excess of $10,000 by the October 1 following
the close of the Fiscal Year in which such installments were due, and will commence judicial foreclosure
proceedings against all properties with delinquent Assessment instaliments by the October 1 following the
close of each Fiscal Year in which it receives Assessment Revenues in an amount which is less than ninety-
five percent (95%) of the total Assessment Revenues which were to be received in the Fiscal Year and
diligently pursue to completion such foreclosure proceedings.



Deposit and Investment of Moneys in Funds

Moneys in any fund or account created or established by the Agreement and held by the Fiscal
Agent shall be invested by the Fiscal Agent in Permitted Investments, as directed pursuant to an Officer’s
Certificate filed with the Fiscal Agent at least two (2) Business Days in advance of the making of such
investments. In the absence of any such Officer’s Certificate, the Fiscal Agent shall invest any such moneys
in Permitted Investments described in clause (iv) of the definition of Permitted Investments. The Fiscal
Agent shall have no obligation to pay additional interest or maximize investment income on any funds held
by it. Neither the City nor the Owners of the Bonds shall have any claim of any kind against the Fiscal
Agent in connection with investments properly made pursuant to this Section. Obligations purchased as an
investment of moneys in any fund or account shall be deemed to be part of such fund or account, subject,
however, to the requirements of the Agreement for transfer of Investment Earnings in funds and accounts.

The Fiscal Agent may act as principal or agent in the acquisition or disposition of any investment.
The Fiscal Agent shall not incur any liability for losses arising from any investments made pursuant to the
Agreement. For purposes of determining the amount on deposit in any fund or account held under the
Agreement, all Permitted Investments or investments credited to such fund or account shall be valued at the
cost thereof (excluding accrued interest and brokerage commissions, if any).

The Fiscal Agent shall be entitled to rely conclusively upon the written instructions of the City
directing investments in Permitted Investments as to the fact that each such investment is permitted by the

laws of the State and shall not be required to make further investigation with respect thereto. With respect to
any restrictions contained in the definition of Permitted Investments which embody legal conclusions (e.g.,

the existence, validity and perfection of security interests in collateral), the Fiscal Agent shall be entitled to
rely conclusively on an opinion of counsel obtained at the City’s expense.

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

The Fiscal Agent shall sell or present for redemption any investment security whenever it shall be
necessary to provide moneys to meet any required payment, transfer, withdrawal or disbursement from the
fund or account to which such investment security is credited, and the Fiscal Agent shall not be liable or
responsible for any loss resulting from the acquisition or disposition of any such investment security in
accordance with Agreement.

The City acknowledges that notwithstanding regulations of the Comptroller of the Currency or
other applicable regulatory entity may grant the City the right to receive brokerage confirmations of
securities transactions as they occur, the City agrees that the Fiscal Agent shall not send such confirmations
to the City to the extent permitted by law. The Fiscal Agent shall furnish the City periodic cash transaction
statements which include detail for all investment transactions made by the Fiscal Agent under the
Agreement.
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Rebate Fund; Rebate to the United States

Pursuant to the Agreement, there is created, to be held by the Fiscal Agent, as a separate fund
distinct from all other funds and accounts held by the Fiscal Agent under the Agreement, the Rebate Fund.
The Fiscal Agent shall, in accordance with written directions received from an Authorized Officer, deposit
into the Rebate Fund moneys transferred by the City to the Fiscal Agent pursuant to the Rebate Certificate
or moneys transferred by the Fiscal Agent from the Reserve Fund. The Rebate Fund shall be held either
uninvested or invested only in Federal Securities at the direction of the City. Moneys on deposit in the
Rebate Fund shall be applied only to payments made to the United States, to the extent such payments are
required by the Rebate Certificate. The Fiscal Agent shall, upon written request and direction of the City,
make such payments to the United States.

The Fiscal Agent’s sole responsibilities under the Agreement are to follow the written instructions
of the City pertaining to the Agreement. The City shall be responsible for any fees and expenses incurred
by the Fiscal Agent pursuant to the Agreement.

The Fiscal Agent shall, upon written request and direction from the City, transfer to or upon the
order of the City any moneys on deposit in the Rebate Fund in excess of the amount, if any, required to be
maintained or held therein in accordance with the Rebate Certificate. Upon receipt of such a written request
and direction the Fiscal Agent is authorized to act thereon without further inquiry, shall not be responsible
for the accuracy thereof, and shall be absolutely protected and incur no liability in relying thereon.

Appointment of Fiscal Agent

The Fiscal Agent undertakes to perform such duties, and only such duties, as are specifically set
forth in the Agreement, and no implied covenants or obligations shall be read into this Agreement against
the Fiscal Agent.

Any company into which the Fiscal Agent may be merged or converted or with which it may be
consolidated or any company resulting from any merger, conversion or consolidation to which it shall be a
party or any company to which the Fiscal Agent may sell or transfer all or substantially all of its corporate
trust business, provided such company shall be eligible under the Agreement, shall be the successor to the
Fiscal Agent without the execution or filing of any paper or any further act, anything in the Agreement to
the contrary notwithstanding.

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

The Fiscal Agent may at any time resign by giving written notice to the City and by giving to the
Owners notice by mail of such resignation. Upon receiving notice of such resignation, the City shall
promptly appoint a successor Fiscal Agent by an instrument in writing. Any resignation or removal of the
Fiscal Agent shall become effective upon acceptance of appointment by the successor Fiscal Agent.
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If no appointment of a successor Fiscal Agent shall be made pursuant to the foregoing provisions of
the Agreement within forty-five (45) days after the Fiscal Agent shall have given to the City written notice
or after a vacancy in the office of the Fiscal Agent shall have occurred by reason of its inability to act, the
Fiscal Agent, at the expense of the City, or any Owner may apply to any court of competent jurisdiction to
appoint a successor Fiscal Agent. Said court may thereupon, after such notice, if any, as such court may
deem proper, appoint a successor Fiscal Agent.

Liability of Fiscal Agent

The recitals of facts, covenants and agreements in the Agreement and in the Bonds contained shall
be taken as statements, covenants and agreements of the City and the Fiscal Agent assumes no responsibility
for the correctness of the same, nor makes any representations as to the validity or sufficiency of the
Agreement or of the Bonds, nor shall the Fiscal Agent incur any responsibility in respect thereof, other than
in connection with the duties or obligations in the Agreement or in the Bonds assigned to or imposed upon
it. The Fiscal Agent shall not be liable in connection with the performance of its duties under the
Agreement, except for its own negligence or willful misconduct. The Fiscal Agent assumes no
responsibility or liability for any information, statement or recital in any offering memorandum or other
disclosure material prepared or distributed with respect to the issuance of the Bonds.

In the absence of willful misconduct, the Fiscal Agent may conclusively rely, as to the truth of the
statements and the c orrectness of the opinions expressed therein, upon certificates, written directions or
opinions furnished to the Fiscal Agent and conforming to the requirements of the Agreement. Except as
provided in the Agreement, the Fiscal Agent shall be protected and shall incur no liability in acting or
proceeding, or in not acting or not proceeding, in accordance with the terms of this Agreement, upon any
resolution, order, notice, request, consent or waiver, certificate, statement, affidavit, or other paper or
document which it shall in good faith reasonably believe to be genuine and to have been adopted or signed
by the proper person or to have been prepared and furnished pursuant to any provision of the Agreement,
and the Fiscal Agent shall not be under any duty to make any investigation or inquiry as to any statements
contained or matters referred to in any such instrument.

The Fiscal Agent shall not be bound to ascertain or inquire as to the performance or observance of
any of the terms, conditions, covenants or agreements of the City in the Agreement or in any of the
documents executed by the City in connection with the Bonds.

The Fiscal Agent shall not be liable for any error of judgment made in good faith by a responsible
officer of the Fiscal Agent unless it shall be proved that the Fiscal Agent was negligent in ascertaining the
pertinent facts.

No provision of the Agreement shall require the Fiscal Agent to expend or risk its own funds or
otherwise incur any financial liability in the performance of any of its duties under the Agreement, or in the
exercise of any of its rights or powers unless an indemnity and security satisfactory to the Fiscal Agent shall
have been provided to the Fiscal Agent.

The Fiscal Agent shall not be responsible for accounting for, or paying to, any party to the
Agreement, including, but not limited to the City and the Owners, any returns on or benefit from funds held
for payment of unredeemed Bonds or outstanding checks and no calculation of the same shall affect, or
result in any offset against, fees due to the Fiscal Agent under the Agreement.

The Fiscal Agent shall be under no obligation to exercise any of the rights or powers vested in it by
the A greement at the request or direction of any of the Owners pursuant to the Agreement unless such
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Owners shall have offered to the Fiscal Agent reasonable security or indemnity against the costs, expenses
and liabilities which might be incurred by it in compliance with such request or direction.

The Fiscal Agent shall have no responsibility with respect to the payment of Debt Service by the
City or with respect to the observance or performance by the City of the other conditions, covenants and
terms contained in the Agreement, or with respect to the investment of any moneys in any fund or account
established, held or maintained by the City pursuant to the Agreement or otherwise.

All indemnification and releases from liability granted in the Agreement to the Fiscal Agent shall
extend to the a gents, c onsultants, d irectors, o fficers and e mployees o f the Fiscal Agent (including legal
counsel). The Fiscal Agent may execute any of its trusts or powers or perform its duties through attorneys,
agent or Teceivers.

Notice to Fiscal Agent

The Fiscal Agent may rely and shall be protected in acting or refraining from acting upon any
notice, resolution, request, consent, order, certificate, written direction, report, warrant, bond or other paper
or document believed by it to be genuine and to have been signed or presented by the proper party or proper
parties. The Fiscal Agent may consult with counsel, who may be counsel to the City, with regard to legal
questions, and the opinion of such counsel shall be full and complete authorization and protection in respect
of any action taken or suffered by the Fiscal Agent under the Agreement in good faith and in accordance
therewith.

Whenever in the administration of its duties under the Agreement the Fiscal Agent shall deem it
necessary or desirable that a matter be proved or established prior to taking or suffering any action under the
Agreement, such matter (unless other evidence in respect thereof be specifically prescribed in the
Agreement) may, in the absence of willful misconduct on the part of the Fiscal Agent, be deemed to be
conclusively proved and established by a certificate of the City, and such certificate shall be full warranty to
the Fiscal Agent for any action taken or suffered under the provisions of the Agreement or any
Supplemental Agreement upon the faith thereof, but in its discretion the Fiscal Agent may, in lieu thereof,
accept other evidence of such matter or may require such additional evidence as to it may seem reasonable.

Books and Accounts

The Fiscal Agent shall keep, or cause to be kept, proper books of record and accounts, separate
from all other records and accounts of the Fiscal Agent, in which complete and correct entries shall be made
of all transactions made by it with respect to the expenditure of amounts disbursed from the Redemption
Fund, the Reserve Fund, the Improvement Fund and the Cost of Issuance Fund. Such books of record and
accounts shall, upon reasonable notice, at all times during business hours be subject to the inspection of the
City and the Owners of not less than ten percent (10%) of the aggregate principal amount of the Bonds then
Outstanding, or their representatives duly authorized in writing,

Amendment of the Agreement

A) This Agreement and the rights and obligations of the City and of the Owners of the Bonds
may be modified or amended at any time by a Supplemental Agreement pursuant to the affirmative vote at a
meeting o f the O wners, or with the written c onsent, without a meeting, of the Owners of at least sixty
percent (60%) in aggregate principal amount of the Bonds then Outstanding, exclusive of Bonds
disqualified as provided in the Agreement. No such modification or amendment shall (i) extend the
maturity of any Bond or the time for paying interest thereon, or otherwise alter or impair the obligation of
the City to pay the principal of, and the interest and any premium on, any Bond, without the express consent
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of the Owner of such Bond, (ii) permit the creation of any pledge of or lien upon the Assessment Revenues,
or the moneys on deposit in the Redemption Fund, the Reserve Fund or the Improvement Fund, superior to
or on a parity with the pledge and lien created for the benefit of the Bonds (except as otherwise permitted by
the Improvement Bond Act of 1915, the laws of the State of California or the Agreement), (iii) reduce the
percentage of Bonds required for the amendment of the Agreement, (iv) reduce the principal amount of or
redemption premium on any Bond or reduce the interest rate thereon. Any such amendment may not modify
the rights or obligations of the Fiscal Agent without its prior consent. The City shall provide to the Fiscal
Agent an opinion of counsel that any such Supplemental Agreement entered into by the City and the Fiscal
Agent complies with the provisions of the Agreement and the Fiscal Agent may conclusively rely on such
opinion.

B) This Agreement and the rights and obligations of the City and the Owners may also be
modified or amended at any time by a Supplemental Agreement, without the consent of any Owners, only to
the extent permitted by law and only for any one or more of the following purposes:

€)) to add to the covenants and agreements of the City in the Agreement contained,
other covenants and agreements thereafter to be observed, or to limit or surrender any right or
power in the Agreement reserved to or conferred upon the City;

) to make modifications not adversely affecting any Outstanding series of Bonds in
any material respect;

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

@) to make such additions, deletions or modifications as may be necessary or desirable
to assure compliance with Section 148 of the Code relating to required rebate of moneys to the
United States or otherwise as may be necessary to assure exclusion from gross income for federal
income tax purposes of interest on the Bonds or to conform with the Regulations.

Owners’ Meetings

The City may at any time call a meeting of the Owners. In such event the City is authorized to fix
the time and place of any such meeting and to provide for the giving of notice thereof and to fix and adopt
rules and regulations for the conduct of the meeting.

Procedure for Amendment with Written Consent of Owners

The City may at any time enter into a Supplemental Agreement amending the provisions of the
Bonds or of the Agreement or any Supplemental Agreement, to the extent that such amendment is permitted
by the Agreement, to take effect when and as provided in the Agreement. A copy of the Supplemental
Agreement, together with a request to Owners for their consent thereto, shall be mailed by first class mail,
postage prepaid, by the City to each Owner of Bonds Outstanding, but failure to mail copies of the
Supplemental A greement and request shall not affect the validity of the Supplemental Agreement when
assented to as provided in the Agreement.

Such a Supplemental Agreement shall not become effective unless there shall be filed with the City
the written consents of the Owners of at least sixty percent (60%) in aggregate principal amount of the
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Bonds then Outstanding (exclusive of Bonds disqualified as provided in the Agreement) and a notice shall
have been mailed as provided in the Agreement. Each such consent shall be effective only if accompanied
by proof of ownership of the Bonds for which such consent is given, which proof shall be such as is
permitted by the Agreement. Any such consent shall be binding upon the Owner of the Bonds giving such
consent and on any subsequent Owner (whether or not such subsequent Owner has notice thereof) unless
such consent is revoked in writing by the Owner giving such consent or a subsequent Owner by filing such
revocation with the City prior to the date when the notice provided for in the Agreement has been mailed.

After the Owners of the required percentage of Bonds shall have filed their consents to the
Supplemental A greement, the City shall mail a notice to the Owners in the manner provided for in the
Agreement for the mailing of the Supplemental Agreement, stating in substance that the Supplemental
Agreement has been consented to by the Owners of the required percentage of Bonds and will be effective
as provided in such Agreement (but failure to mail copies of said notice shall not affect the validity of the
Supplemental Agreement or consents thereto). Proof of the mailing of such notice shall be filed with the
Fiscal Agent. A record, consisting of the papers required by the Agreement to be filed with the Fiscal
Agent, shall be proof of the matters therein stated until the contrary is proved. The Supplemental
Agreement shall become effective upon the filing with the Fiscal Agent of the proof of mailing of such
notice, and the Supplemental Agreement shall be deemed conclusively binding (except as otherwise
specifically provided in the Agreement) upon the City and the Owners of all Bonds then Outstanding at the
expiration of sixty (60) days after such filing, except in the event of a final decree of a court of competent
jurisdiction setting aside such consent in a legal action or equitable proceeding for such purpose
commenced within such sixty (60)-day period.

Effect of Supplemental Agreement

From and after the time any Supplemental Agreement becomes effective pursuant to the
Agreement, the Agreement shall be deemed to be modified and amended in accordance therewith, and the
respective rights, duties and obligations under the Agreement of the City and all Owners of Bonds
Outstanding shall thereafter be determined, exercised and enforced under the Agreement subject in all
respects to such modifications and amendments, and all the terms and conditions of any such Supplemental
Agreement shall be deemed to be part of the terms and conditions of the Agreement for any and all
purposes.

Endorsement or Replacement of Bonds Issued After Amendments.

The City may determine that Bonds issued and delivered after the effective date of any action taken
as provided in the Agreement shall bear a notation, by endorsement or otherwise, in form approved by the
City, as to such action. In that case, upon demand of the Owner of any Bond Outstanding at such effective
date and upon presentation of his or her Bond for that purpose at the Principal Office of the Fiscal Agent or
at such other office as the Fiscal Agent may select and designate for that purpose, a suitable notation shall
be made on such Bond. The City may determine that new Bonds, so modified as in the opinion of the City
is necessary to conform to such action, shall be prepared, executed and delivered. In that case, upon
demand of the Owner of any Bonds then Outstanding, such new Bonds shall be exchanged at the Principal
Office of the Fiscal Agent without cost to any Owner, for like Bonds then Outstanding, upon surrender of
such Bonds.

Discharge of Agreement

If the City shall pay and discharge the entire indebtedness on all Bonds in any one or more of the
following ways:
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(A) by well and truly paying or causing to be paid the principal of and interest and any
premium on all Bonds, as and when the same become due and payable;

(B) by depositing with the Fiscal Agent, in trust, at or before maturity, an amount of money
which, together with the amounts then on deposit in the Redemption Fund and the Reserve Fund, is fully
sufficient to pay all Bonds, including all principal, interest and redemption premiums, if any; or

© by irrevocably depositing with the Fiscal Agent, in trust, cash or non-callable Federal
Securities in such amount as the City shall determine, as confirmed by an Independent Financial Consultant,
will, together with the interest to accrue thereon and amounts then on deposit in the Redemption Fund and
Reserve Fund, be fully sufficient to pay and discharge the indebtedness on all Bonds (including all
principal, interest and redemption premiums) at or before their respective maturity dates;

and if such Bonds are to be redeemed prior to the maturity thereof, notice of such redemption shall have
been given as in the Agreement provided or provision satisfactory to the Fiscal Agent shall have been made
for the giving of such notice, then, at the election of the City, and notwithstanding that any Bonds shall not
have been surrendered for payment, the pledge of the Assessment Revenues and other funds provided for in
the Agreement and all other obligations of the City under the Agreement with respect to all Bonds shall
cease and terminate, except the obligation of the City to pay or cause to be paid to the Owners of the Bonds
not so surrendered and paid all sums due thereon, the obligation of the City to pay all amounts owing to the
Fiscal Agent pursuant to the Agreement, and the obligations of the City pursuant to the covenants contained
in such Agreement; and thereafter Assessment Revenues shall not be payable to the Fiscal Agent. Notice of
such election shall be filed with the Fiscal Agent. The satisfaction and discharge of the Agreement shall be
without prejudice to the rights of the Fiscal Agent to charge and be reimbursed by the City for the expenses
which it shall thereafter incur in connection with the Agreement.

Any funds held by the Fiscal Agent to pay and discharge the indebtedness on all Bonds, upon
payment of all fees and expenses of the Fiscal Agent, which are not required for such purpose, shall be paid
over to the City.

Execution of Documents and Proof of Ownership by Owners

Any request, declaration or other instrument which the Agreement may require or permit to be
executed by Owners may be in one or more instruments of similar tenor, and shall be executed by Owners in
person or by their attorneys appointed in writing.

Except as otherwise expressly provided in the Agreement, the fact and date of the execution by any
Owner or his attorney of such a request, declaration or other instrument, or of a writing appointing such an
attorney, may be proved by the certificate of any notary public or other officer authorized to take
acknowledgments of deeds to be recorded in the state in which he purports to act, that the person signing
such request, declaration or other instrument or writing acknowledged to him the execution thereof, or by an
affidavit of a witness of such execution, duly sworn to before such a notary public or other officer.

Except as otherwise expressly provided in the Agreement, the ownership of registered Bonds and
the amount, maturity, number and date of holding the same shall be proved by the registration books
maintained by the Fiscal Agent pursuant to the Agreement.

Any request, declaration or other instrument or writing of the Owner of any Bond shall bind all
future Owners of such Bond in respect of anything done or suffered to be done by the City or the Fiscal
Agent in good faith and in accordance therewith.
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ESTIMATED ABSORPTION SCHEDULES
RIVERWALK COMMERCIAL ASSESSMENT DISTRICT
Janusry 12,2004; Subject to Revision

(Absorption Schedule Based upon Actual/Projected Special Tazes of $7,245 per acre/year)

Empire Economics

EMPIRE ECONOMICS MARKET STUDY
(Portion)

(A Schedule Rep the C ion and O of a Building)
iPreduct Trpes 222 Industrial Dasmand Share Capturs Rata Capters Rats: Petoathl Passe ] Pasne i Than il Phos 1T Future Gread Tonals
RS Now-Durshls Riverside Cky Riverwsk AD Oemend Bp Indus. Condoa Pasass
Covation - Acres Goods. Riverwsih AD AN " Avsuaity Cumal
{Spocial Avcats.
[Development Stotns Balew S4.00)
[Total - Acres . 22 0 ns RN “%6
[Share-Acres 116% % 155% nm™% I8N
[Boiidings-Sq.Ft. 136700 30,400 164,660
[Mucket-Entry - Eattmated 2004 2004 2005 NA WA
[Reteat Trantr:
o o1 133%
2000 1267 %
2000 ”3 125%
002 98 o
200 L 11.5%
|Eatimatad Absorption:
2004 1 SS.0% 120 15.0% [+3 (%] 20 L] o o0 7 u
2008 1,100 €5.0% 130% 200% iid 15 L] 13 s 0o s ne
2006 1250 £3.0% 0% 0.0% kil (L] 00 L1} ne 00 178 396
2007 12350 A% 15.0% W0% k) 00 80 oo 30 o 170 563
2008 1250 0% 15.0% 0% % L1 L) L L1 ol [LA] 656
2008 1250 0% 15.0% 0.0% 4 e LU L LT 08 op 8646
Touls n 0 183 s k) 664
17 Release Date: January 12, 2004




RIVERWALK
PHASE ONE AND INFRASTRUCTURE
COST ANALYSIS

Total Amount Billed/Spent Remaining Projected Costs Projected Costs Projected Costs Projected Costs
Budget through 2/29/04 Budget i i i i i
Infrastructure $ 2,038,221 S 78,353 $ 1,959,867 $ 497,585 $ 268,000 S 320,000 § 207415 $ 1,371,353
% Comp % Comp % Comp % Comp % Comp
Building Construction $ 7,093,372 s 1,219,687 17.2% $ 5,873,685 § 738,551 333% S 1,588,000 55.0% $1,419,000 70.0% $ 705,000 80.0%
Sub-Totals $ 9,131,593 s 1,298,040 $ 7,833,553 $ 1,236,137 $ 1,856,000 $1,739,000 $ 916415
$ 2,534,176 $ 4,390,176 . $6,129,176 $ 7,045,591

Cumulative Cost Projections through June, 2004

Riverwalk AD Costs Inc.Proj 4.19.04.xis Summary
4N9104

SITE COSTS
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UPDATE LETTER; MARKET ABSORPTION STUDY - SUMMARY AND CONCLUSIONS
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EMPIRE ECONOMICS, INC.

Economic-Real Estate Consultants

Joseph T. Janczyk, Ph.D.
35505 Camino Capistrano, Suite 200
Capistrano Beach, CA 92624

Phone: (949) 661-7012
Fax: (949) 661-8763
E-Mail: joe @empireeconomics.com

March 30, 2004

Mr. Brent A. Mason
Assistant Finance Director
City of Riverside

3900 Main Street
Riverside, CA 92522

Re: Market Absorption Study: Riverwalk Commercial AD — Update Letter
Dear Brent,

Empire Economics (Empire) has recently performed some research to confirm that the absorption
schedules presented in the Market Absorption Study for the Riverwalk Commercial Assessment
District dated January 22, 2004 are consistent with the recent development and marketing that has
occurred in the Riverwalk Business Park. Specifically, Empire had discussions with Mr. Sean Sheward
from the Tumer Development Corporation regarding the development/marketing status of the

Riverwalk Business Park; accordingly, the primary findings are as follows:

> With regards to Phase I, there are some 7.7 acres for buildings 1-3 and 5-10; Empire
expected these to be built/occupied during 2004. According to Mr. Sheward, the
construction of all of these buildings are expected to be completed by September 2004.
Furthermore, with regards to their occupancy, two of the buildings are currently in escrow
(#9 on 1.10 acres and also #10 on 0.61 acres), and another two have offers on them (#3 with
0.96 acres and #7 with 0.93 acres).

> With respect to Phase I, there are another 2.0 acres for industrial condominiums that
Empire expects to be built/occupied during 2004. According to Mr. Sheward, the
construction of these buildings are also expected to be completed by September 2004,
Additionally, with regards to their occupancy, six of the eight buildings have been sold to
final-users.



Therefore, based upon a consideration of the development status and marketing of the
properties/buildings in the Riverwalk Commercial Business Park Phase I, Empire regards the
absorption schedules as set forth in its Market Study Summary dated January 22, 2004 as being
representative of the expected absorption for these properties.

If you have any additional comments or considerations, please contact me as I would be pleased to
respond to them.

I am looking forward to assisting you with the Bond Financing for the Riverwalk Commercial AD.

Sincerely,

Joseph T. Janczyk, Ph.D.
Economic Consultant

JTJ):rm



MARKET ABSORPTION STUDY - DRAFT
SUMMARY AND CONCLUSIONS

RIVERWALK COMMERCIAL ASSESSMENT DISTRICT

CITY OF RIVERSIDE, CALIFORNIA

{fice/Retail

ildings From -
2008kt -
A 40,000+ SF

PROPERTY IN A PORTION OF THEDISTRICT S
| (DATE OF PHOTO: DECEMBER 2003)

* (REFER TO DISTRICT REPORT FOR EXACT BOUNDARIES)

*MARKET STUDY: JANUARY 22, 2004 *

Empire Economics A Release Date: January 22, 2004



CERTIFICATION OF INDEPENDENCE

The Securities & Exchange Commission has recently taken action against Wall Street firms that have
utilized their research analysts to promote companies that they conduct business with, citing this as a
potential conflict of interest. Accordingly, Empire Economics (Empire), in order to ensure that its
clients are not placed in a situation that could cause such conflicts of interest, provides a Certification
of Independence. Specifically, this states that Empire performs consulting services for public entities
only in order to avoid potential conflicts of interest that could occur if it also provided consulting
services for developers/builders. For example, if a research firm for a specific Assessment District or
Community Facilities District, were to provide consulting services to both the public entity as well as
the property owner/developer/builder, then a potential conflict of interest could be created, given the
different objectives of the public entity versus the property owner/developer.

Accordingly, Empire certifies that the Market Absorption Study for the City of Riverside’s Riverwalk
Commercial Assessment District was performed in an independent professional manner, as represented
by the following statements:

» Empire was retained to perform the Market Absorption Study by the City of Riverside, not
the District’s property owner or the developer/builder.

> Empire has not performed any consulting services for the District’s property owner nor the
developer/builder during at least the past five years.

> Empire will not perform any consulting services for the District’s property owner nor the
developer/builder during at least the next three years.

> Empire’s compensation for performing the Market Absorption Study for the Riverwalk
Commercial Assessment District is not contingent upon the issuance of Bonds; Empire’s
fees are paid on a non-contingency basis.

Therefore, based upon the statements set-forth above, Empire hereby certifies that the Market
Absorption Study for the City of Riverside’s Riverwalk Commercial Assessment District was
performed in an independent professional manner.

Empire Economics, Inc.
Joseph T. Janczyk, President

Empire Economics 2 Release Date: January 22, 2004




CHARACTERISTICS OF THE RIVERWALK COMMERCIAL AD

The Riverwalk Business Park is situated in the south-westerly portion of the City of Riverside,
northerly of Route 91 and easterly of Pierce Street. According to Turner Riverwalk -1, LLC, the
developer, the Riverwalk Business Park has a total of some 43.5 net acres, and these are expected to be
developed primarily as business-industrial projects; some of the project’s features are as follows:

> Excellent access to the Riverside Freeway, Route 91, via Pierce Street.

» Pedestrian friendly environment: landscaping, lakes, streams and outdoor gathering places such
as gazebos as well as basketball/volleyball courts.

> Use of electric power at a significant discount through Riverside Public Utilities.

> Mixed-use environment with mostly industrial and minor amounts of professional office and
service retail.

The City of Riverside and Turner Riverwalk -1, LLC have formed an Assessment District (AD) in
order to issue Bonds to fund a portion of the “public” infrastructure that is required to support the
development of the forthcoming projects in the District; this is hereafter referred to as the Riverwalk
Commercial AD. :

Based upon the development strategy of the Turner Riverwalk -1, LLC, the Riverwalk Commercial
AD’s some 43.5 net acres have been partitioned into various phases; accordingly, their characteristics
are as follows:

> Phase I is expected to have nine separate buildings on some 7.7 acres with a total of approximately
136,700 sq.ft. of space; construction on these is expected to commence in early 2004.

> Phase I is also expected to have one building on some 2.0 acres with some 30,400 sq.ft. of space,
and this contains eight separate industrial condominiums with some 2,700 to 4,900 sq.ft.; the
construction on this building is also expected to commence in early 2004.

> Phase II is expected to have several buildings on some 10.3 acres with some 179,400 sq.ft. of
space; these are anticipated to commence construction in the 3-2004.

» Phase IIl with some 23.5 acres is expected to be developed as several buildings; the

commencement of their construction depends upon the absorption of the buildings in the prior
phases.

Empire Economics 3 Release Date: January 22, 2004
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RECENT/EXPECTED ECONOMIC CONDITIONS
UNITED STATES, CALIFORNIA,
AND RIVERSIDE-SAN BERNARDINO COUNTIES

The purpose of this section is to disSusé the recent/expected econorhic trends and patterns for the
United States, California, and Riverside-San Bernardino counties, including Gross Domestic Product
(GDP) and employment.

Recent /Expected GDP Trends/Patterns

With regards to the recent/expected growth rates for GDP for the United States economy, these are
discussed first for GDP in the aggregate, and then for each of its components. During 1999 and 2000,
real GDP increased by annualized rates of 4.1% and 3.8%, respectively. Then, in 2001, real GDP
increased by only 0.3%, as the economy slowed. In 2002 and 2003 real GDP rebounded, increasing by
2.4% and 3.0% respectively. For 2004, the expectation is that real GDP will rise by some 3.9%. With
respect to the rates of change in the various components of GDP for 2004, consumption is expected to
increase by 3.8%, somewhat higher than the 2003 rate of 3.3%. Business investment in 2004 is
expected to rise by some 9.7%, a dramatic increase from its 2003 level of some 3.4%. Finally, with
respect to government purchases for 2004, these are expected to amount to some 2.3%, somewhat
lower than their 2003 rise of 3.3%. Therefore, for 2004, the rate of growth for investment spending is
expected to be much higher, consumer spending is expected to be stronger, while the rate of growth for
government spending is expected to diminish.
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Recent/Expected Employment Trends/Patterns

With regards to the recent/expected growth rates for employment, these are now discussed for the
United States, California, and Riverside-San Bernardino economies, both on an annual as well as a
quarterly basis. For the United States, employment growth in 1999 and 2000 amounted to some 2.4%
and 2.2%, respectively. Then in 2001, due to the economic slowdown, employment was virtually
stable. For 2002, employment declined by -1.1% followed by a smaller decline of -0.2% in 2003. For
2004, employment in the United States is expected to rise by +0.80%. California followed a generally
similar pattern, with strong rates of growth in 1999 and 2000, a low rate of growth in 2001, a decline in
2002, and then minimal growth in 2003. The expectation is that for 2004, employment in California
will grow by some 1.1%, a significant increase from the 0.10% of 2003. The Riverside-San Bernardino
counties experienced strong rates of employment growth during 1999-2003, although the rate of
growth diminished, from 6.25% in 1999 to 1.38% in 2003. For 2004, employment in Riverside-San
Bernardino is expected to grow by some 2.50%. Therefore, during 2004, the United States, California,
and Riverside-San Bernardino are expected to experienced significantly higher rates of employment
growth, as compared to their 2003 levels.

UNITED STATES, CALIFORNIA & RIVERSIDE-SAN BERNARDINO COUNTIES
RECENT/EXPECTED EMPLOYMENT TRENDS: ANNUALLY
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Relationship Between Employment Growth and Productivity Changes

The above analysis revealed that although the United States (US) has suffered employment declines in
2002 and 2003, some -0.65% per year, on the average; however, during this same time period, real
GDP has been increasing by a significant amount, some 2.7% per year on the average. This disparity
can be explained by changes in productivity which have enabled the labor force to produce increasing
amounts of goods and services without hiring more employees. To better understand these
relationships, information was compiled for the US economy on the employment changes and
productivity changes during the 1980 to 2003 time period. An analysis of this data shows that when
productivity changes are relatively high, amounting to some 3% or more, employment either declines
or increases only minimally. The higher levels of productivity enable firms to increase their output
without having to hire additional workers. This particular relationship has been exacerbated during the
2002 to 2003 time period: employment has declined by an average -0.65% per year while productivity
has been increasing at an annualized rate of some 5.8% on the average. The result has been that for the
US economy, as a whole, real GDP has increased by some 2.7% per year on the average during this
time period. Therefore, although the current economic recovery is sometimes referred to as a “jobless”
recovery, the gains in real GDP can be explained by the significant increases in productivity. For
additional information on these relationships please refer to the graph shown below.
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RELATIONSHIP BETWEEN EMPLOYMENT GROWTH
AND INDUSTRIAL CONSTRUCTION ACTIVITY
IN RIVERSIDE-SAN BERNARDINO COUNTIES

This section performs an analysis of the relationship between changes in employment for Riverside
and San Bemnardino (R/SB) counties and their levels of construction activity for new industrial
developments; additionally, the capture rate for R/SB relative to Southern California is also discussed.

The demand for Business Park properties is generated primarily by firms that are involved in the
durable goods, nondurable goods, transportation and wholesale trade; the particular sectors are

represented in the following table.

Employment Categories

Durable Goods Transportation & Warehousing
Primary Metal Manufacturing Transportation and Warehousing
Fabricated Metal Product Mig Residual-Air Transportation
Electrical Equipment and Appliance Manufacturing Truck Transportation

Transportation Equipment Manufacturing
Residual-Miscellaneous Manufacturing

Wholesale Trade

Nondurabie Goods Merchant Wholesalers, Durable Goods
Food Man & Beverage & Tobacco Merchant Wholesalers, Nondurable Goods
Plastics and Rubber Products Manufacturing Wholesale Electronic Markets and Agents

Residual-Textile Mills

During the 1990-2003 time period, employment in these sectors increased by some 74,175 positions,
some 5,700 positions per year, on the average.

The new industrial construction activity in R/SB Business Parks amounted to an estimated 8,538 acres
during the 1990-2003 time period, some 657 acres per year, on the average. The vast majority of this
new construction activity occurred in Business Parks that are located in the western portions of R/SB.

Riverside-San Bernardino counties have established themselves as a very competitive area for
industrial development, as reflected by their capture rate of some 36.3% of all such new industrial
development in Southern California during the 1990-2003 time period, on the average.

Based upon the amounts of employment growth and new industrial construction activity for R/SB
during the 1990-2003 time period, the typical or average number of employees is estimated to be 8.7
per acre; however, depending upon the specific type of activity, the number of employees varies
significantly.

For additional information on the relationship between R/SB’s industrial related employment growth
and the demand for industrial property, please refer to the following graph.
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DEMAND FOR INDUSTRIAL PROPERTY
IN RIVERSIDE-SAN BERNARDINO COUNTIES
FROM THE VARIOUS EMPLOYMENT SECTORS

The changes in employment for Riverside and San Bernardino counties (R/SB) by various sectors are
now analyzed, since this provides an overview of the demand for the various types of business-
industrial product types.

This analysis utilizes the following employment categories, along with their levels of employment,
based upon a restructuring and benchmarking of the prior employment data series that were released in
March 2003.

Based upon a consideration of the characteristics of the economic bases for R/SB, the relevant
economic sectors, and their recent growth have been as follows:

EMPLOYMENT SECTORS TIME PERIOD: 1997-2003
Change/Yr Rate/Yr. Acres/Yr
o S - e
Manufacturing 0.05% 115
Durable Goods 2.52% 63
Nondurable Goods 2.90% 51
Transportation & Warehousing 4.24% 163
Wholesale Trade 5.63% 371

R/SB has experienced a growth rate of some 4,517 jobs per year in the key economic sectors during
the 1997-2003 time period and these, in turn, generated an estimated demand for some 649 industrial
acres per year, on the average.

> Manufacturing-Durable employment growth of 1,517 new jobs per year generated a demand for
some 63 acres of industrial property per year, based upon some 25 employees per acre.

» Manufacturing-Non Durable employment growth of 700 new jobs per year generated a demand
for some 51 acres of industrial property per year, based upon some 14 employees per acre.

» Transportation and Warehousing employment growth of 817 new jobs per year generated a
demand for some 163 acres of industrial property per year, based upon some 5 employees per acre.

> Wholesale Trade employment growth of 1,483 new jobs per year generated a demand for some
371 acres of industrial property per year, based upon some 4 employees per acre.
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SPECIAL ASSESSMENTS/TAXES FOR SELECTED BUSINESS PARKS
IN RIVERSIDE — SAN BERNARDINO COUNTIES

(Note: The following analysis is based upon Actual/Projected Special Assessments)

The marketability of the properties in the Riverwalk Commercial AD depends upon numerous factors,
including its location, pricing, and accessibility; additionally in the case of the Riverwalk Commercial
AD in particular, a significant marketing factor is its level of Special Assessments/Taxes.

By way of background, Business Parks in Riverside-San Bemardino counties typically utilize a Mello
Roos or Assessment District as a means of funding the infrastructure required to support their
development. This involves the issuance of Bonds, and the annual debt services is paid initially by the
developers, and then the final-users as the property is developed/absorbed.

Accordingly, Empire Economics compiled information on Special Taxes/Assessments for selected
Business Parks in Riverside~San Bernardino counties, and their characteristics are as follows:

Tax Burden Categories Number Acres Tax Burden
{Per Acre - Annually) Business Parks (Estimated) {AcrelYr.)
Above $4,000 3 1,188 $8,403
$3,000-4,000 4 1,404 $3,700
Below $3,000 2 2,604 $2,422
Totals/Averages 9 5,196 $4,984

For the nine Business Parks, as a whole, the Special Taxes/Assessments (ST/A) amounted to some
$4,984 per acre per year; however, this average is impacted by the very high ST/A for one Business
Park in particular; accordingly, it is useful to analyze these by various categories:

» There are three Business Parks which have relatively high levels of ST/A, and these average some
$8,403 per acre per year. These Business Parks have experienced significant ST/A delinquencies,
and minimal absorption of the properties by final-users.

» The second category contains five Business Parks that have ST/A between $3,000-4,000 per acre
per year. These Business Parks have experienced, in general, favorable absorption rates.

» The third category has two Business Parks that have ST/A which are below $3,000 per acre per
year. The absorption rate for the Mira Loma Business Park has been very strong, due to its location
in the western portion of San Bernardino County, while the absorption rate for the South “A”
Street Business Park has been somewhat weak, due to its location in the Moreno Valley area.

Therefore, the above analysis reveals that relatively high levels of ST/A have significant impacts on
the marketability of the properties in the Business Parks, and that the proposed Bond Issue for the
Riverwalk Commercial AD may result in it having Special Assessments of more than $4,000 per acre
per year which may reduce its competitiveness in the marketplace.

The Riverwalk Commercial AD is expected to have Special Assessments of some $7,245 per acre
per year which places it in the “relatively high” Special Assessment/Tax category.
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SELECTED BUSINESS PARKS: SPECIAL ASSESSMENT/TAX PAYMENTS

Special Taxes/
Business Park County Location Acres Assessments
Annually per Acre
(Actual/Projected)
Annual Special Taxes/Assessments Above $4,000/acre
Empire Business Center San Bernardino Fontana 200 $16,677
Mostly industrial but also some commercial-retail as well.)
North "A’ Street Riverside Moreno Valley Area 714 $4,333
(Special Taxes of $4,333, the average for the District; substantial variation among parcels.)
Agua Mansa Industrial Center River/San Bern. North Riverside City 274 $4,200
(Expected Taxes of $4,000; recent actual Special Taxes somewhat higher.)
Annual Special Taxes/Assessments of $3,000 - 4,000/acre
Corporate Park San Bernardino Rancho Cucamonga 138 $3,974
Kaiser Commerce Center San Bemardino Near Fontana 424 $3,756
Northeast Development San Bernardino Redlands 250 $3,669
Sycamore Canyon Riverside Riverside 592 $3,401
Annual Special Taxes/Assessments Below $3,000/acre
Mira Loma Riverside Mira Loma 2,163 $2,444
South "A’ Street Riverside Moreno Valley Area 441 $2,400
Statistical Summary: Number
Above $4,000 3 1,188 $8,403
$3,000-4,000 4 1,404 $3,700
Below $3,000 2 2,604 $2,422
Totals/Averages 9 5,196 $4,984
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ESTIMATED ABSORPTION SCHEDULES FOR THE
PRODUCTS IN THE RIVERWALK COMMERCIAL AD

The purpose of this section is to estimate the absorption schedules for the forthcoming business-
industrial (as well as a minor amount of professional office and service retail) products in the
Riverwalk Commercial AD; accordingly, this is based upon a consideration of the following:

>

First, the POTENTIAL DEMAND schedules for the business-industrial products for the

Riverwalk Commercial AD were derived based upon a consideration of the following:

% The growth prospects for the Southern California Market Region, as a whole.

% The growth prospects for Riverside-San Bernardino counties, in particular.

% The competitiveness of the City of Riverside and the Riverwalk Commercial AD in the
marketplace.

Thus, the result of this analysis is the potential demand for the forthcoming business-industrial

products in the Riverwalk Commercial AD, based upon a consideration of the following:

Riverside-San Bernardino counties’ expected industrial employment growth.
The share of the industrial employment that is related to non-durable goods.
The demand for industrial acreage generated by this employment growth.
The market share of this demand for the City of Riverside.

The capture rate of this demand by the Riverwalk Commercial AD.

The potential demand for industrial acreage is utilized as a guideline for estimating the
expected absorption for the products in the Riverwalk Commercial AD; however, various
modifications are made, based upon a consideration of near-term projects as well as the
market-entry for the various properties.

Next, MARKET ENTRY DEVELOPMENT SCHEDULE or the ability of the properties in the
Riverwalk Commercial AD to respond to this demand is estimated. Accordingly, this is based
upon a consideration of the time required for the properties to complete the infrastructure and
planning approvals required for them to enter the marketplace, and this was obtained from Turner
Riverwalk -1, LLC. Furthermore, the time required for the builder to construct and deliver the
business-industrial products to the final-users is also considered.

Then, based upon a consideration of the POTENTIAL DEMAND and the MARKET ENTRY
DEVELOPMENT SCHEDULE, the absorption rate for each of the products is estimated, from
the year in which the products are expected to enter the marketplace, and continuing thereafter
on an annualized basis, until all of the acres are occupied/utilized.

Accordingly, based upon an analysis of the economic and real estate conditions along with the
characteristics of the forthcoming business-industrial products in the Riverwalk Commercial AD, the
estimated absorption schedules are discussed below.

Before proceeding, it is worthwhile to note that the term “absorption” is utilized herein to represent a
building that is fully constructed and occupied by final-users.
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> The forecasted employment growth for Riverside-San Bernardino (R/SB) counties is expected to
generate a demand for some 1,000 acres of new industrial development in 2004. Then, as the
economy recovers, demand increases, reaching a level of some 1,100 acres in 2005 and then an
annualized rate of 1,250 acres in 2006 and thereafter.

» The Riverwalk Commercial AD, based upon its market orientation, is expected to be oriented
primarily towards businesses in the manufacturing non-durable, transportation/warehousing, and
wholesale trade sectors but not the durable goods sector; additionally, this is also consistent with
the development patterns in its neighborhood. Since the demand for these sectors represents some
65% of the aggregate amount of industrial demand for R/SB, this share is applied to the gross level
of demand to arrive at the estimated demand for the relevant sectors for the Riverwalk Commercial
AD.

> The share of the R/SB demand for the City of Riverside, based the recent trends in its market
shares for industrial construction activity, is estimated to start at 12% in 2004 (the average for
2001-2003), and increase on an annual basis thereafter, attaining a level of 15% in 2007 and
thereafter. The recent capture rates for the City of Riverside reflect the City’s ability to provide
businesses with relatively low utility rates.

> With respect to the level of industrial demand for the City of Riverside, as a whole, the Riverwalk
Commercial AD is expected to start with a capture rate of 15% of this demand in 2004, when the
first buildings are under construction, and then the capture rate is expected to increase to 20% in
2005, once it has established itself in the marketplace, and then remain at that level thereafter.

» Furthermore, consideration is also given to the properties that are presently in escrow. Phase I has
nine separate buildings on some 7.7 acres which are expected to have a total of approximately
136,700 sq.ft. of space; construction on these is expected to commence in early 2004; currently,
one of these properties is in escrow. Phase I also has one building on some 2.0 acres which is
expected to have 30,400 sq.ft. of space, and this contains eight separate industrial condominiums
with some 2,700 to 4,900 sq.ft.; the construction on this building is also expected to commence in
early 2004; currently six of these are in escrow.

> Based upon a consideration of the factors discussed above, the potential demand for the properties
in the Riverwalk Commercial AD (if the Special Assessments were less than $4,000/yr.) amounts
to some 43.5 acres during the 2004 to Fall-2006 time period; however, it is necessary to modify
this demand schedule for the relatively high levels of Special Assessments for the properties in the
Riverwalk Commercial AD.

> Accordingly, since the actual/projected Special Assessments for the Riverwalk Commercial AD,
some $7,245 per acre per year, exceeds the threshold level of $4,000/acre/year, the potential
demand is reduced by some 25%.

Accordingly the estimated absorption for the properties in the Riverwalk Commercial AD, taking into
account the “relatively-high” Special Assessments of some $7,245 per acre per year, is expected to
amount to some 7.7 acres in 2004, 12.3 acres in 2005, 17.0 acres in 2006, and the remaining 6.5 acres
in 2007, with build-out occurring in Spring-2007. The overall rate of absorption amounts to some 12
acres per year, on the average during the 2004 to Spring-2007 time period.

For additional information on the estimated absorption schedules, please refer to the following graphs
and table.
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ASSUMPTIONS AND LIMITING CONDITIONS

The Market Absorption Study for the Riverwalk Commercial AD is based upon
various assumptions and limiting conditions; accordingly, these are as follows:
Title to Property
Property Boundaries
Accuracy of Information from Others
Opinions of a Legal/Specialized Nature
Right of Publication of Report
Soil and Geological Studies
Testimony or Court Attendance
Maps and Exhibits
Environmental and Other Regulations
Liability of Market Analyst
Acreage of Property
Designated Economic Scenario
Provision of the Infrastructure; Role of Coordinator
Developer/Builder Responsiveness to Market Conditions
Financial Strength of the Project Developer/Builder

Market Absorption Study Timeliness of Results

Empire Economics 18 Release Date: January 22, 2004




APPENDIX F

FORM OF CITY CONTINUING DISCLOSURE AGREEMENT

This CONTINUING DISCLOSURE AGREEMENT (the “Disclosure Agreement”) is executed and
entered into as of June 1, 2004, by and between U.S. Bank National Association, a national banking
association organized and existing under and by virtue of the laws of the United States of America (the
“Bank™), in its capacity as Dissemination Agent (the “Dissemination Agent”) and in its capacity as Fiscal
Agent (the “Fiscal Agent”), and the City of Riverside, a charter city and municipal corporation organized and
existing under and by virtue of the Constitution and laws of the State of California and its Charter (the
“City”);

WITNESSETH:

WHEREAS, pursuant to the Fiscal Agent Agreement, dated as of June 1, 2004 (the “Fiscal Agent
Agreement”), by and between the City and the Fiscal Agent, the City has issued the Riverwalk Business
Center Assessment District Limited Obligation Improvement Bonds in the aggregate principal amount of
$3,755,000 (the “Bonds”); and

WHEREAS, this Disclosure Agreement is being executed and delivered by the City and the Fiscal
Agent, as dissemination agent, for the benefit of the owners and beneficial owners of the Bonds and in order
to assist the underwriter of the Bonds in complying with Securities and Exchange Commission Rule 15¢2-

12(b)(5);

NOW, THEREFORE, for and in consideration of the mutual premises and covenants herein
contained, the parties hereto agree as follows:

Section 1. Definitions. Capitalized undefined terms used herein shall have the meanings ascribed
thereto in the Fiscal Agent Agreement. In addition, the following capitalized terms shall have the following
meanings:

“Annual Report” shall mean any Annual Report provided by the City pursuant to, and described in,
Sections 2 and 3 of this Disclosure Agreement.

“Annual Report Date” shall mean the date in each year that is nine months after the end of the City’s
fiscal year, which date, as of the date of this Disclosure Agreement, is April 1.

“Disclosure Representative” shall mean the Finance Director of the City, or his or her designee, or
such other office or employee as the City shall designate in writing to the Fiscal Agent from time to time.

“Dissemination Agent” shall mean U.S. Bank National Association, acting in its capacity as
Dissemination Agent hereunder, or any successor Dissemination Agent designated in writing by the City and
which has filed with the Fiscal Agent a written acceptance of such designation.

“Listed Events” shall mean any of the events listed in Section 4(a) of this Disclosure Agreement.

“National Repository” shall mean any Nationally Recognized Municipal Securities Information

Repository for purposes of the Rule. Information on the National Repositories as of a particular date is
available on the Internet at www.sec.gov/consumer/nrmsir.htm.

F-1



“Official Statement” shall mean the Official Statement, dated June 10, 2004, relating to the Bonds.
“Participating Underwriter” shall mean Stone & Youngberg LLC.
“Repository” shall mean each National Repository and each State Repository.

“Rule” shall mean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission under
the Securities Exchange Act of 1934, as the same may be amended from time to time.

“State Repository” shall mean any public or private repository or entity designated by the State of
California as a state repository for the purpose of the Rule and recognized as such by the Securities and
Exchange Commission. As of the date of this Disclosure Agreement, there is no State Repository.

Section 2. Provision of Annual Reports.

(2) The City shall, or, upon furnishing the Annual Report to the Dissemination Agent,
shall cause the Dissemination Agent to, provide to each Repository, to the Fiscal Agent and to the
Participating Underwriter an Annual Report which is consistent with the requirements of Section 3
of this Disclosure Agreement, not later than the Annual Report Date, commencing with the report
for the 2003-04 fiscal year. The Annual Report may be submitted as a single document or as
separate documents comprising a package, and may include by reference other information as
provided in Section 3 of this Disclosure Agreement; provided, however, that the audited financial
statements of the City may be submitted separately from the balance of the Annual Report, and later
than the date required above for the filing of the Annual Report if not available by that date. If the
City’s fiscal year changes, it shall give notice of such change in the same manner as for a Listed
Event under Section 4(f).

(b) Not later than fifteen (15) Business Days prior to the date specified in subsection
(a) for providing the Annual Report to the Repositories, the City shall provide the Annual Report
(in'a form suitable for reporting to the Repositories) to the Dissemination Agent, the Fiscal Agent
(if the Fiscal Agent is not the Dissemination Agent) and the Participating Underwriter. If by such
date, the Fiscal Agent has not received a copy of the Annual Report, the Fiscal Agent shall contact
the Disclosure Representative and the Dissemination Agent to inquire if the City is in compliance
with the first sentence of this subsection (b). The City shall provide a written certification with each
Annual Report furnished to the Dissemination Agent to the effect that such Annual Report
constitutes the Annual Report required to be furnished by it hereunder. The Dissemination Agent
may conclusively rely upon such certification of the City and shall have no duty or obligation to
review such Annual Report.

(c) If the Fiscal Agent is unable to verify that an Annual Report has been provided to
Repositories by the date required in subsection (a), the Fiscal Agent shall send a notice to the
Repositories and the appropriate State Repository, if any, in substantially the form attached as
Exhibit A.

(d) The Dissemination Agent shall:

(i) determine each year prior to the date for providing the Annual Report the name
and address of each National Repository and each State Repository, if any; and



(ii) file a report with the City, the Participating Underwriter and (if the
Dissemination Agent is not the Fiscal Agent) the Fiscal Agent certifying that the Annual
Report has been provided pursuant to this Disclosure Agreement, stating the date it was
provided and listing all the Repositories to which it was provided.

Section 3. Content of Annual Reports. The Annual Report shall contain or incorporate by reference

the following:

(a) The City’s audited financial statements prepared in accordance with generally
accepted accounting principles as promulgated to apply to government entities from time to time by
the Governmental Accounting Standards Board. If the City’s audited financial statements are not
available by the time the Annual Report is required to be filed pursuant to Section 2(a), the Annual
Report shall contain unaudited financial statements in a format similar to that used for the City’s
audited financial statements, and the audited financial statements shall be filed in the same manner
as the Annual Report when they become available. If the City’s audited financial statements or
unaudited financial statements are already filed, the Annual Report may reference that such financial
statements are on file with the Repositories.

(b) The following information:

(@)

(i)

(iii)

(iv)

™)

The principal amount of Bonds and parity bonds, if any, outstanding as of
September 30 next preceding the date of the Annual Report Date.

The balance in the Reserve Fund and a statement of the Reserve
Requirement, as of the September 30 next preceding the Annual Report
Date and the balance in the other funds and accounts held under the Fiscal
Agent Agreement.

The balance in the Improvement Fund as of the preceding September 30,
and a statement as to whether or not such amount will be sufficient to pay
the costs of the improvements intended to be paid therefrom.

The total assessed value of all parcels within City of Riverside Riverwalk
Business Center Assessment District (the “Assessment District™) on
which the assessments on taxable property within the Assessment District
(the “Assessments™) are levied, as shown on the assessment roll of the
Riverside County Assessor last equalized prior to the September 30 next
preceding the Annual Report Date, and a statement of assessed value-to-
lien ratios therefor, either by individual parcel or by categories (e.g.
“Below 3:1,” “3:1 to 4:1” etc.).

The Assessment delinquency rate for all parcels within the Assessment
District, as shown on the assessment roll of the Riverside County
Assessor last equalized prior to the September 30 next preceding the
Annual Report Date, the number of parcels within the Assessment District
delinquent in payment of Assessments, as shown on the assessment roll
on the Riverside County Assessor last equalized prior to the September 30
next preceding the Annual Report Date, the amount of each delinquency,
the length of time d elinquent and the date on which foreclosure was
commenced, or similar information pertaining to delinquencies deemed
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appropriate by the City; provided, however, that parcels with aggregate
delinquencies of $10,000 or less (excluding penalties and interest) may be
grouped together and such information may be provided by category.

(vi) The status of foreclosure proceedings, if any, for any parcels within the
Assessment District on and a summary of the results of any foreclosure
sales as of the September 30 next preceding the Annual Report Date.

(vii)  The identity of any property owner representing more than five percent
(5%) of the annual Assessment levy delinquent in payment of Assessment
Installments, as shown on such assessment roll of the Riverside County
Assessor last equalized prior to the September 30 next preceding the
Annual Report Date.

(viii) A land ownership summary listing property owners responsible for more
than 5% of the Assessment levy, as shown on the assessment roll of the
Riverside County Assessor last equalized prior to the preceding
September 30, stating the percentage of such Assessment levy for which
each such owner is responsible, as shown on such roll, and stating the
percentage of the prior year’s Assessment levy for which each such owner
was responsible, as shown on the assessment roll of the Riverside County
Assessor last equalized prior to such roll.

(ix) A summary of building permits issued by the City for property subject to
the Assessment the Assessment District.

© In addition to any of the information expressly required to be provided under
paragraphs (a) and (b) of this Section, the City shall provide such further information, if any, as may
be necessary to make the required statements, in the light of the circumstances under which they are
made, not misleading.

Any or all of the items listed above may be included by specific reference to other
documents, including official statements of debt issues of the City or related public entities, which
have been submitted to each of the Repositories or the Securities and Exchange Commission. If the
document included by reference is a final official statement, it must be available from the Municipal
Securities Rulemaking Board. The City shall clearly identify each such other document so included
by reference.

A form of information cover sheet for municipal secondary market disclosure recommended
by the Municipal Securities Rulemaking Board is attached as Exhibit B.

Section 4. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 4, the City shall give, or cause to
be given, notice of the occurrence of any of the following events with respect to the Bonds,
if material:

@) Principal and interest payment delinquencies;

(i) Non-payment related defaults;
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(ii1) Unscheduled draws on debt service reserves reflecting financial
difficulties;

@iv) Unscheduled draws on credit enhancements reflecting financial
difficulties;

(%) Substitution of credit or liquidity providers, or their failure to perform;

(vi) Adverse tax opinions or events affecting the tax-exempt status of the
security;

(vii)  Modifications to rights of security holders;
(viii)  Contingent or unscheduled bond calls;
(ix) Defeasances;

) Release, substitution, or sale of property securing repayment of the
securities;

(xi) Rating changes; and

(xii)  Receipt by the City of notice that a credit on liquidity facility will not be
renewed, replaced or extended.

(b) The Fiscal Agent shall, within five (5) business days of obtaining actual knowledge
of the occurrence of any of the Listed Events, contact the Disclosure Representative, inform such person of
the event, and request that the City promptly notify the Dissemination Agent in writing whether or not to
report the event pursuant to subsection (f), provided, however, that the Dissemination Agent shall have no
liability to Bond Owners for any failure to provide such notice. For purposes of this Disclosure Agreement,
“actual knowledge” of the occurrence of the Listed Events described under clauses (ii), (iit), (vi), (x) and (xi)
above shall mean actual knowledge by an officer at the corporate trust office of the Fiscal Agent. The Fiscal
Agent shall have no responsibility for determining the materiality of any of the Listed Events.

(©) Whenever the City obtains knowledge of the occurrence of a Listed Event, whether
because of a notice from the Fiscal Agent pursuant to subsection (b) or otherwise, the City shall as soon as
possible determine if such event would be material under applicable Federal securities law.

(d) If the City determines that knowledge of the occurrence of a Listed Event would
be material under applicable Federal securities law, the City shall promptly notify the Dissemination Agent
in writing. Such notice shall instruct the Dissemination Agent to report the occurrence pursuant to
subsection (f). The City shall provide the Dissemination Agent with a form of notice of such event in a
format suitable for reporting to the Municipal Securities Rulemaking Board and each State Repository, ifany.

(e) Ifin response to a request under subsection (b), the City determines that the Listed
Event would not be material under applicable Federal securities law, the City shall so notify the
Dissemination Agent in writing and instruct the Dissemination Agent not to report the occurrence pursuant
to subsection ().



® Ifthe Dissemination Agent has been instructed by the City to report the occurrence
of a Listed Event, the Dissemination Agent shall file a notice of such occurrence with the Municipal
Securities Rulemaking Board and each State Repository and shall provide a copy of such notice to each
Participating Underwriter described in Section 12 hereof. Notwithstanding the foregoing, notice of Listed
Events described in subsections (a)(viii) and (ix) need not be given under this subsection any earlier than the
notice (if any) of the underlying event is given to owners of affected Bonds pursuant to the Fiscal Agent
Agreement.

Section 5. Termination of Reporting Obligation. All of the City’s obligations under this Disclosure
Agreement shall terminate upon the earliest to occur of (i) the legal defeasance of the Bonds, (ii) prior
redemption of the Bonds or (iii) payment in full of all the Bonds. If such determination occurs prior to the
final maturity of the Bonds, the City shall give notice of such termination in the same manner as for a Listed
Event under Section 4(f).

Section 6. Dissemination Agent. The City may, from time to time, appoint or engage a
Dissemination Agent to assist in carrying out its obligations under this Disclosure Agreement, and may
discharge any such Dissemination Agent, with or without appointing a successor Dissemination Agent. The
initial Dissemination Agent shall be U.S. Bank National Association. The Dissemination Agent may resign
by providing forty-five (45) days’ written notice to the City and the Fiscal Agent (if the Fiscal Agent is not
the Dissemination Agent). The Dissemination Agent shall have no duty to prepare the Annual Report nor
shall the Dissemination Agent be responsible for filing any Annual Report not provided to it by the City in
a timely manner and in a form suitable for filing. If at any time there is not any other designated
Dissemination Agent, the Fiscal Agent shall be the Dissemination Agent.

Section 7. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Agreement, the City, the Fiscal Agent and the Dissemination Agent may amend this Disclosure Agreement
(and the Fiscal Agent and the Dissemination Agent shall agree to any amendment so requested by the City,
so long as such amendment does not adversely affect the rights or obligations of the Fiscal Agent or the
Dissemination Agent), and any provision of this Disclosure Agreement may be waived, provided that the
following conditions are satisfied:

(a) if the amendment or waiver relates to the provisions of Sections 2(a), 3 or 4(a), it
may only be made in connection with a change in circumstances that arises from a change in legal
requirements, change in law, or change in the identity, nature, or status of an obligated person with
respect to the Bonds, or type of business conducted;

(b) the undertakings herein, as proposed to be amended or waived, would, in the
opinion of nationally recognized bond counsel, have complied with the requirements of the Rule at
the time of the primary offering of the Bonds, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and

(c) the proposed amendment or waiver either (i) is approved by owners of a majority
of the owners of the Bonds affected thereby in the manner provided in the Fiscal Agent Agreement
for amendments to the Fiscal Agent Agreement with the consent of owners, or (ii) does not, in the
opinion of nationally recognized bond counsel, materially impair the interests of the owners or
beneficial owners of the Bonds.

If the annual financial information or operating data to be provided in the Annual Report is amended
pursuant to the provisions hereof, the first annual financial information containing the amended operating
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data or financial information shall explain, in narrative form, the reasons for the amendment and the impact
of the change in the type of operating data or financial information being provided.

If an amendment is made to the undertaking specifying the accounting principles to be followed in
preparing financial statements, the annual financial information for the year in which the change is made
shall present a comparison between the financial statements or information prepared on the basis of the new
accounting principles and those prepared on the basis of the former accounting principles. The comparison
shall include a qualitative discussion of the differences in the accounting principles and the impact of the
change in the accounting principles on the presentation of the financial information in order to provide
information to investors to enable them to evaluate the ability of the City to meet its obligations, including
its obligation to pay debt service on the Bonds. To the extent reasonably feasible, the comparison shall be
quantitative. A notice of the change in the accounting principles shall be sent to the Repositories in the same
manner as for a Listed Event under Section 4(f).

Section 8. Additional Information. Nothing in this Disclosure Agreement shall be deemed to
prevent the City from disseminating any other information, using the means of dissemination set forth in this
Disclosure Agreement or any other means of communication, or including any other information in any
Annual Report or notice of occurrence of a Listed Event, in addition to that which is required by this
Disclosure Agreement. If the City chooses to include any information in any Annual Report or notice of
occurrence of a Listed Event in addition to that which is specifically required by this Disclosure Agreement,
the City shall have no obligation under this Disclosure Agreement to update such information or include it
in any future Annual Report or notice of occurrence of a Listed Event.

Section 9. Default. In the event of a failure of the City, the Dissemination Agent or the Fiscal Agent
to comply with any provision of this Disclosure Agreement, the Fiscal Agent may (and, at the written
direction of any Participating Underwriter or the owners of at least 25% aggregate principal amount of
Outstanding Bonds, shall, upon receipt of indemnification reasonably satisfactory to the Fiscal Agent), or
any owner or beneficial owner of the Bonds may, take such actions as may be necessary and appropriate,
including seeking mandate or specific performance by court order, to cause the City, the Dissemination
Agent or the Fiscal Agent, as the case may be, to comply with its obligations under this Disclosure
Agreement. A default under this Disclosure Agreement shall not be deemed an Event of Default under the
Fiscal Agent Agreement, and the sole remedy under this Disclosure Agreement in the event of any failure
of the City, the Dissemination Agent or the Fiscal Agent to comply with this Disclosure Agreement shall be
an action to compel performance.

Section 10. Duties, Immunities and Liabilities of Fiscal Agent and Dissemination Agent. Section
7.02 and Section 7.05 of the Fiscal Agent Agreement are hereby made applicable to this Disclosure

Agreement as if this Disclosure Agreement were (solely for this purpose) contained in the Fiscal Agent
Agreement, and the Fiscal Agent and the Dissemination Agent shall be entitled to the protections, limitations
from liability and indemnities afforded to the Fiscal Agent thereunder. The Dissemination Agent and the
Fiscal Agent shall have only such duties hereunder as are specifically set forth in this Disclosure Agreement.
This Disclosure Agreement does not apply to any other securities issued or to be issued by the City. The
Dissemination Agent shall have no obligation to make any disclosure concerning the Bonds, the City or any
other matter except as expressly set out herein, provided that no provision of this Disclosure Agreement shall
limit the duties or obligations of the Fiscal Agent under the Fiscal Agent Agreement. The Dissemination
Agent shall have no responsibility for the preparation, review, form or content of any Annual Report or any
notice of a Listed Event. The fact that the Fiscal Agent has or may have any banking, fiduciary or other
relationship with the City or any other party, apart from the relationship created by the Fiscal Agent
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Agreement and this Disclosure Agreement, shall not be construed to mean that the Fiscal Agent has
knowledge or notice of any event or condition relating to the Bonds or the City except in its respective
capacities under such agreements. No provision of this Disclosure Agreement shall require or be construed
to require the Dissemination Agent to interpret or provide an opinion concerning any information disclosed
hereunder. Information disclosed hereunder by the Dissemination Agent may contain such disclaimer
language concerning the Dissemination Agent’s responsibilities hereunder with respect thereto as the
Dissemination Agent may deem appropriate. The Dissemination Agent may conclusively rely on the
determination of the City as to the materiality of any event for purposes of Section 4 hereof. Neither the
Fiscal Agent nor the Dissemination Agent make any representation as to the sufficiency of this Disclosure
Agreement for purposes of the Rule. The Dissemination Agent shall be paid compensation by the City for
its services provided hereunder in accordance with its schedule of fees, as amended from time to time, and
all expenses, legal fees and advances made or incurred by the Dissemination in the performance of its duties
hereunder. The City’s obligations under this Section 10 shall survive the termination of this Disclosure
Agreement.

Section 11. Beneficiaries. The Participating Underwriter and the owners and beneficial owners
from time to time of the Bonds shall be third party beneficiaries under this Disclosure Agreement. This
Disclosure Agreement shall inure solely to the benefit of the City, the Fiscal Agent, the Dissemination Agent,
the Participating Underwriter and owners and beneficial owners from time to time of the Bonds, and shall
create no rights in any other person or entity.

Section 12. Notices. Any notice or communications herein required or permitted to be given to the
City, the Fiscal Agent or the Dissemination Agent shall be in writing and shall be deemed to have been
sufficiently given or served for all purposes by being delivered or sent by telecopy or by being deposited,
postage prepaid, in a post office letter box, to the addresses set forth below, or to such other address as may
be provided to the other parties hereinafter listed in writing from time to time, namely:

If to the City: City of Riverside
3900 Main Street
Riverside, California 92522
Attention: Finance Director
Telephone: 909/826-5750
Telecopier: 909/826-5683

If to the U.S. Bank National Association
Dissemination - 633 West Fifth Street, 24" Floor
Agent: LM-CA-T24T

Los Angeles, California 90071
Telephone: 213/615-6005
Telecopier: 213/615-6199
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If to the U.S. Bank National Association
Fiscal Agent: 633 West Fifth Street, 24™ Floor
LM-CA-T24T
Los Angeles, California 90071
Telephone: 213/615-6005
Telecopier: 213/615-6199

If to the Stone & Youngberg LLC
Participating One Ferry Building
Underwriter: San Francisco, California 94111

Telephone: 415/445-2300
Attention: Municipal Research Department

Section 13. Future Determination of Obligated Persons. In the event the Securities Exchange
Commission amends, clarifies or supplements the Rule in such a manner that requires any landowner within
the Assessment District to be an obligated person as defined in the Rule, nothing contained herein shall be
construed to require the City to meet the continuing disclosure requirements of the Rule with respect to such
obligated person and nothing in this Disclosure Agreement shall be deemed to obligate the City to disclose
information concerning any owner of land within the Assessment District except as required as part of the
information required to be disclosed by the City pursuant to Section 4 and Section 5 hereof.

Section 14. Severability. In case any one or more of the provisions contained herein shall for any
reason be held to be invalid, illegal or unenforceable in any respect, such invalidity, illegality or
unenforceability shall not affect any other provision hereof.

Section 15. State of California Law Governs. The validity, interpretation and performance of this
Purchase Agreement shall be governed by the laws of the State of California.

Section 16. Counterparts. This Disclosure Agreement may be executed in several counterparts, each
of which shall be an original and all of which shall constitute but one and the same instrument.

Section 17. Merger. Any person succeeding to all or substantially all of the Dissemination Agent’s
corporate trust business shall be the successor Dissemination Agent without the filing of any paper or any
further act.
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IN WITNESS WHEREOF, the parties hereto have executed this Disclosure Agreement as of the
date first above written.

CITY OF RIVERSIDE

By:

Finance Director

U.S. BANK NATIONAL ASSOCIATION, as Fiscal
Agent

By:

Authorized Signatory

U.S. BANK NATIONAL ASSOCIATION, as

Dissemination Agent

By:

Authorized Signatory
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EXHIBIT A

NOTICE TO MUNICIPAL SECURITIES RULEMAKING BOARD
OF FAILURE TO FILE SEMI-ANNUAL REPORT

Name of Issuer: City of Riverside

Name of Bond Issue: City of Riverside
Riverwalk Business Center Assessment District
Limited Obligation Improvement Bonds

Date of Issuance: June 30, 2004

NOTICE IS HEREBY GIVEN that the City of Riverside (the “City”) has not provided an Annual
Report with respect to the above-named Bonds as required by the Continuing Disclosure Agreement, dated
as of June 1, 2004, by and between the U.S. Bank National Association, in its capacity as Fiscal Agent, and
in its capacity as Dissemination Agent, and the City. [The City anticipates that the Annual Report will be
filed by ]

Dated: R

U.S. BANK NATIONAL ASSOCIATION, as
Fiscal Agent, on behalf of the City of Riverside

Authorized Officer

cc: City of Riverside
Stone & Youngberg LLC
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EXHIBIT B

MUNICIPAL SECONDARY MARKET DISCLOSURE
INFORMATION COVER SHEET

Municipal Secondary Market Disclosure
Information Cover Sheet

This cover sheet should be sent with all submissions made to the Municipal Securities Rulemaking Board, Nationally
Recognized Municipal Securities Information Repositories, and any applicable State Information Depository, whether the
filing is voluntary or made pursuant to Securities and Exchange Commission rule 15¢2-12 or any analogous state statute.

See www.sec.gov/info/municipal/nrmsir.htm for list of current NRMSIRs and SIDs

IF THIS FILING RELATES TO A SINGLE BOND ISSUE:

Provide name of bond issue exactly as it appears on the cover of the Official Statement
(please include name of state where issuer is located):

$3,755,000
CITY OF RIVERSIDE
RIVERWALK BUSINESS CENTER ASSESSMENT DISTRICT
LIMITED OBLIGATION IMPROVEMENT BONDS
(Property Secured Only — No Issuer Liability)

(California)

Provide nine-digit CUSIP* numbers if available, to which the information relates:

Maturity CUSIP Maturity CUSIP
(September 1) Number (September 1) Number
2005 ~ 769003KL7 2016 769003KX1
2006 769003KM5 2017 769003KY9
2007 769003KN3 2018 769003KZ6
2008 769003KP8 2019 769003LA0
2009 769003KQ6 2020 769003LB8
2010 769003KR4 2021 769003LC6
2011 769003KS2 2022 769003LD4
2012 769003KTO 2023 769003LE2
2013 769003KU7 2024 769003LF9.
2014 769003KV5 2029 769003LG7
2015 769003KW3
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IF THIS FILING RELATES TO ALL SECURITIES ISSUED BY THE ISSUER OR ALL
SECURITIES OF A SPECIFIC CREDIT OR ISSUED UNDER A SINGLE INDENTURE:

Issuer’s Name (please include name of state where Issuer is located):

Other Obligated Person’s Name (if any):
(Exactly as it appears on the Official Statement Cover)

Provide six-digit CUSIP* number(s), if available, of Issuer:

*(Contact CUSIP ’s Municipal Disclosure Assistance Line at 212.438.6518 for assistance with obtaining the proper CUSIP numbers.)

TYPE OF FILING:
0O Electronic (number of pages attached) O Paper (number of pages attached)

If information is also available on the Internet, give URL:

WHAT TYPE OF INFORMATION ARE YOU PROVIDING? (Check all that apply)

A. 0O Annual Financial Information and Operating Data pursuant to Rule 15¢2-12
(Financial information and operating data should not be filed with the MSRB.)

Fiscal Period Covered:

B. O Audited Financial Statements or CAFR pursuant to Rule 15¢2-12

Fiscal Period Covered:

C. O Notice of a Material Event pursuant to Rule 15¢2-12 (Check as appropriate)

1. O Principal and interest payment delinquencies 6. O Adverse tax opinions or events affecting the
taxexempt status of the security

2. 0 Non-payment related defaults 7. OO Modifications to the rights of security holders

3. 0 Unscheduled draws on debt service reserves 8. 0O Bond calls
reflecting financial difficulties

4. O Unscheduled draws on credit enhancements 9, O Defeasances
reflecting financial difficulties

5. O Substitution of credit or liquidity providers, or 10. O Release, substitution, or sale of property securing
their failure to perform repayment of the securities

11. [0 Rating changes
D. O Notice of Failure to Provide Annunal Financial Information as Required

E. 0O Other Secondary Market Information (Specify):
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I hereby represent that I am authorized by the issuer or obligor or its agent to distribute this information publicly:

Issuer Contact:

Name Title

Employer

Address City State Zip Code
Telephone Fax

Email Address Issuer Web Site Address

Dissemination Agent Contact, if any:

Name Title

Employer

Address City State . Zip Code
Telephone Fax

Email Address Relationship to Issuer,

Obligor Contact, if any:

Name Title

Employer

Address City State Zip Code
Telephone Fax

Email Address Obligor Web site Address

Investor Relations Contact, if any:

Name Title

Telephone Email Address




APPENDIX G
FORM OF MAJOR OWNER CONTINUING DISCLOSURE AGREEMENTS

A separate Major Owner Continuing Disclosure Agreement will be provided by La Sierra University
and Turner Riverwalk — 1, LLC.

This CONTINUING DISCLOSURE AGREEMENT (this “Disclosure Agreement”) is executed and
entered into as of June 1, 2004, by and between U .S. B ank National Association, a national banking
association organized and existing under and by virtue of the laws of the United States of America (the
“Bank”™), in its capacity as dissemination agent (the “Dissemination Agent”) and in its capacity as Fiscal
Agent with respect to the Bonds, and [La Sierra University/Turner Riverwalk — 1, LL.C] organized and
existing under and by virtue of the laws of the State of California (the “Property Owner”);

Section 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is being executed and
delivered by the Property Owner for the benefit of the owners and beneficial owners of the Bonds.

Section 2. Definitions. In addition to the definitions set forth above and in the Fiscal Agent
Agreement, which apply to any capitalized term used in this Disclosure Agreement unless otherwise defined
in this Section, the following capitalized terms shall have the following meanings:

“Affiliate” of another Person means (a) a Person directly or indirectly owning, controlling, or holding
with power to vote, 5% or more of the outstanding voting securities of such other Person, (b) any Person, 5%
or more of whose outstanding voting securities are directly or indirectly owned, controlled, or held with
power to vote, by such other Person, and (c¢) any Person directly or indirectly controlling, controlled by, or
under common control with, such other Person. For purposes hereof, control means the power to exercise
a controlling influence over the management or policies of a Person, unless such power is solely the result
of an official position with such Person.

“Assessment District” means City of Riverside Riverwalk Business Center Assessment District.
“Assessments’ means the assessments levied on taxable property within the Assessment District.

“Assumption Agreement” means an undertaking of a Major Owner, or an Affiliate thereof, and the
Dissemination Agent, for the benefit of the owners and beneficial owners of the Bonds containing terms
substantially similar to this Disclosure Agreement (as modified for such Major Owner’s development and
financing plans with respect to the Assessment District), whereby such Major Owner or Affiliate agrees to
provide semi-annual reports and notices of significant events, setting forth the information described in
sections 4 and 5 hereof, respectively, with respect to the portion of the property in the Assessment District
owned by such Major Owner and its Affiliates and, at the option of the Property Owner or such Major
Owner, agrees to indemnify the Dissemination Agent pursuant to a provision substantially in the form of
Section 11 hereof.

“Dissemination Agent” means U.S. Bank National Association, or any successor Dissemination
Agent designated in writing by the Property Owner, and which has filed with the Property Owner, the
Assessment District and the Fiscal Agenta written acceptance of such designation, and which is experienced
in providing dissemination agent services such as those required under this Disclosure Agreement.

“Listed Events” means any of the events listed in Section 5(a) of this Disclosure Agreement.
“Major Owner” means, as of any Report Date, an owner of land in the Assessment District

responsible in the aggregate for 10% or more of the Assessments in the Assessment District actually levied
at any time during the then-current fiscal year.



“National Repository” means any Nationally Recognized Municipal Securities Information
Repository for purposes of the Rule. Information on the National Repositories as of a particular date is
available on the Securities and Exchange Commission’s Internet site at
www.sec.gov/info/municipal/nrmsir.htm.

“Official Statement” means the final official statement executed by the City in connection with the
issuance of the Bonds.

“Participating Underwriter” means Stone & Youngberg LLC, the original underwriter of the Bonds
required to comply with the Rule in connection with offering of the Bonds.

“Person” means an individual, a corporation, a partnership, a limited liability company, an
association, a joint stock company, a trust, any unincorporated organization or a government or political
subdivision thereof.

“Property” means the property owned by the Property Owner in the Assessment District.

“Report Date” means (a) April 1 and October 1 of each calendar year.

“Repository” means each National Repository and each State Repository, if any.

“Rule” means Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission under the
Securities Exchange Act of 1934, as the same may be amended from time to time.

“Semi-Annual Report” means any Semi-Annual Report provided by the Property Owner pursuant
to, and as described in, Sections 3 and 4 of this Disclosure Agreement.

“State Repository” means any public or private repository or entity designated by the State of
California as a state repository for the purpose of the Rule and recognized as such by the Securities and
Exchange Commission. As of the date of this Disclosure Agreement, there is no State Repository.

Section 3. Provision of Semi-Annual Reports.

(a) The Property Owner shall, or upon written direction shall cause the Dissemination
Agent to, not later than the Report Date, commencing April 1, 2005, provide to each Repository a
Semi-Annual Report which is consistent with the requirements of Section 4 of this Disclosure
Agreement with a copy to the Fiscal Agent (if different from the Dissemination Agent), the
Participating Underwriter and the City. Not later than 15 Business Days prior to the Report Date,
the Property Owner shall provide the Semi-Annual Report to the Dissemination Agent. The Property
Owner shall provide a written certification with (or included as a part of) each Semi-Annual Report
furnished to the Dissemination Agent, the Fiscal Agent (if different from the Dissemination Agent),
the Participating Underwriter and the City to the effect that such Semi-Annual Report constitutes
the Semi-Annual Report required to be furnished by it under this Disclosure Agreement. The
Dissemination Agent, the Fiscal Agent, the Participating Underwriter and the City may conclusively
rely upon such certification of the Property Owner and shall have no duty or obligation to review
the Semi-Annual Report. The Semi-Annual Report may be submitted as a single document or as
separate documents comprising a package, and may incorporate by reference other information as
provided in Section 4 of this Disclosure Agreement.

(b) Ifthe Dissemination Agent does not receive a Semi-Annual Report by 15 days prior
to the Report Date, the Dissemination Agent shall send a reminder notice to the Property Owner that
the Semi-Annual Report has not been provided as required under Section 3(a) above. The reminder
notice shall instruct the Property Owner to determine whether its obligations under this Disclosure
Agreement have terminated (pursuant to Section 6 below) and, if so, to provide the Dissemination
Agent with a notice of such termination in the same manner as for a Listed Event (pursuant to

G-2



Section 5 below). If the Property Owner does not provide, or cause the Dissemination Agent to
provide, a Semi-Annual Report to the Repositories by the Report Date as required in subsection (2)
above, the Dissemination Agent shall send a notice to the Municipal Securities Rulemaking Board
and appropriate State Repository, if any, in substantially the form attached hereto as Exhibit A, with
a copy to the Fiscal Agent (if other than the Dissemination Agent), the City and the Participating
Underwriter.

() The Dissemination Agent shall:

(i) determine prior to each Report Date the name and address of each National
Repository and each State Repository, if any;

(i) to the extent the Semi-Annual Report has been furnished to it, file a report
with the Property Owner (if the Dissemination Agent is other than the Property Owner), the
City and the Participating Underwriter certifying that the Semi-Annual Report has been
provided pursuant to this Disclosure Agreement, stating the date it was provided and listing
all the Repositories to which it was provided.

Section 4. Content of Semi-Annual Reports. The Property Owner’s Semi-Annual Report shall
contain or incorporate by reference the information set forth in Exhibit B, any or all of which may be
included by specific reference to other documents, including official statements of debt issues of the Property
Owner or related public entities, which have been submitted to each of the Repositories or the Securities and
Exchange Commission. If the document included by reference is a final official statement, it must be
available from the Municipal Securities Rulemaking Board. The Property Owner shall clearly identify each
such other document so included by reference. Withrespect only to the Semi-Annual Report that is required
to be provided no later than April 1 of each Fiscal Year, if audited financial statements of the Property Owner
or its parent company (the “Financial Statements”) are prepared, attach the audited Financial Statements.
If such audited Financial Statements are not available by the time such Semi-Annual Report is required to
be filed, the audited Financial Statements shall be filed as a supplement or amendment to the Semi-Annual
Report when they become available. Such Financial Statements shall be for the most recently ended fiscal
year for the entity covered thereby. If the financial information or operating data to be provided in a Semi-
Annual Report is amended pursuant to the provisions hereof, the first Semi-Annual Report containing the
operating data or financial information in accordance with such amendment shall explain, in narrative form,
the reasons for the amendment and the impact of the change in the type of operating data or financial
information being provided.

In addition to any of the information expressly required to be provided in Exhibit B, the Property
Owner’s Semi-Annual Report shall include such further information, if any, as may be necessary to make
the specifically required statements, in the light of the circumstances under which they are made, not
misleading. v

A form of information cover sheet for municipal secondary market disclosure recommended by the
Municipal Securities Rulemaking Board is attached as Exhibit C.

Section 5. Reporting of Significant Events.

(a) The Property Owner shall give, or cause to be given, notice of the occurrence of any
of the following Listed Events with respect to the Bonds, if material:

)] bankruptcy or insolvency proceedings commenced by or against the
Property Owner and, if known, any bankruptcy or insolvency proceedings commenced by
or against any Affiliate of the Property Owner;

(i1) failure to pay any assessments (including the Assessments), taxes or special
taxes due with respect to the Property;
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(iii) filing of a lawsuit against the Property Owner or, if known, an Affiliate of
the Property Owner, seeking damages which could have a significant impact on the Property
Owner’s ability to pay Assessments or to sell or develop the Property;

(iv)  material damage to or destruction of any of the improvements on the
Property;

W) any payment default or other material default by the Property Owner on any
loan with respect to the construction of improvements on the Property;

(vi) Any denial or termination of credit, any denial or termination of, or default
under, any line of credit or loan or any other loss of a source of funds that could have a
material adverse affect on such Property Owner’s mostrecently disclosed financing plan or
development plan or on the ability of such Property Owner, or any Affiliate of such Property
Owner that owns any portion of the Property, to pay Assessments within the Assessment
District when due;

(vii)  Any significant amendments to land use entitlements for such Property
Owner’s Property;

(viii) Any previously undisclosed governmentally-imposed preconditions to
commencement or continuation of development on such Property Owner’s Property;

(ix) Anypreviously undisclosed legislative, administrative or judicial challenges
to development on such Property Owner’s Property, if material to the development plan;

x) Any changes, if material to the development plan, in the alignment, design
or likelihood of completion of significant public improvements affecting such Property
Owner’s Property, including major thoroughfares, sewers, water conveyance systems and
similar facilities, and

(b) Whenever the Property Owner obtains knowledge of the occurrence of a Listed
Event, the Property Owner shall as soon as possible determine if such event would be material under
applicable Federal securities law.

© If the Property Owner determines that knowledge of the occurrence of a Listed
Event would be material under applicable Federal securities law, the Property Owner shall, or shall
cause the Dissemination Agent to, promptly file a notice of such occurrence with the Municipal
Securities Rulemaking Board and each State Repository, if any, with a copy to the Fiscal Agent, the
Assessment District and the Participating Underwriter.

Section 6. Duration of Reporting Obligation.

(a) All of the Property Owner’s obligations hereunder shall commence on the date
hereof and shall terminate (except as provided in Section 11) on the earliest to occur of the
following:

(i) upon the legal defeasance, prior redemption or payment in full of all the Bonds,
or

(ii) at such time as property owned by the Property Owner is no longer responsible
for payment of 10% or more of the Assessments, or



(iii) the date on which the Property Owner prepays in full all of the Assessments
attributable to the Property;

provided, however, that notwithstanding that the property owned by the Property Owner is no longer
responsible for payment of 10% or more of the Assessments, in the event the Property Owner shall
transfer any portion of its Property to another property owner which, taking into account such
transfer shall be a Major Owner, the Property Owner’s obligations hereunder shall continue with
respect to the Property transferred and the other property owned by such Major Owner until such
time as the transferee shall have assumed the obligations of the Property Owner hereunder or such
transferee shall have the disclosure obligations set forth herein with respect t o such Property
pursuant to a Major Owner Continuing Disclosure Agreement executed in connection with issuance
of the Bonds or an Assumption Agreement.

The Property Owner shall give notice of the termination of its obligations under this
Disclosure Agreement in the same manner as for a Listed Event under Section 5.

(b) Ifa portion of the property in the Assessment District owned by the Property Owner,
or any Affiliate of the Property Owner, is conveyed to a Person that, upon such conveyance, will be
a Major Owner, the obligations of the Property Owner hereunder with respect to the property in the
Assessment District owned by such Major Owner and its Affiliates may be assumed by such Major
Owner or by an Affiliate thereof and the Property Owner’s obligations hereunder will be terminated.
In order to effect such assumption, such Major Owner or Affiliate shall enter into an Assumption
Agreement in form and substance satisfactory to the Assessment District and the Participating
Underwriter.

Section 7. Dissemination Agent. The Property Owner may, from time to time, appoint or engage
a Dissemination Agent to assist the Property Owner in carrying out its obligations under this Disclosure
Agreement, and may discharge any such Dissemination Agent, with or without appointing a successor
Dissemination Agent. The initial Dissemination Agent shall be U.S. Bank National Association. The
Dissemination Agent may resign by providing thirty days’ written notice to the Assessment District, the
Property Owner and the Fiscal Agent.

Section 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure Agreement,
the Property Owner may amend this Disclosure Agreement, and any provision of this Disclosure Agreement
may be waived, provided that the following conditions are satisfied (provided, however, that the
Dissemination Agent shall not be obligated under any such amendment that modifies or increases its duties
or obligations hereunder without its written consent thereto):

(a) if the amendment or waiver relates to the provisions of sections 3(a), 4 or 5(a), it
may only be made in connection with a change in circumstances that arises from a change in legal
requirements, change in law, or change in the identity, nature, or status of an obligated person with
respect to the Bonds, or type of business conducted;

(b) the undertakings herein, as proposed to be amended or waived, would, in the opinion
of nationally recognized bond counsel, have complied with the requirements of the Rule at the time
of the primary offering of the Bonds, after taking into account any amendments or interpretations
of the Rule, as well as any change in circumstances; and

(c) the proposed amendment or waiver either (i) is approved by owners of the Bonds
in the manner provided in the Fiscal Agent Agreement with the consent of owners, or (ii) does not,
in the opinion of nationally recognized bond counsel, materially impair the interests of the owners
or beneficial owners of the Bonds.

Ifan amendmentis made to the accounting principles followed in preparing the Financial Statements,
the financial information for the year in which the change is made shall present a comparison between the

G-5



Financial Statements or information prepared on the basis of the new accounting principles and those
prepared on the basis of the former accounting principles. The comparison shall include a qualitative
discussion of the differences in the accounting principles and the impact of the change in the accounting
principles on the presentation of the Financial Statements or information, in order to provide information to
investors to enable them to evaluate the ability of the Major Owner to generally meet its obligations. To the
extent reasonably feasible, the comparison shall be quantitative. A qualitative analysis in accordance with
Generally Accepted Accounting Principles (GAAP) shall be deemed to satisfy this requirement. A notice
of the change in the accounting principles shall be sent to the Repositories in the same manner as fora Listed
Event under Section 5 hereof.

Section 9. Additional Information. Nothing in this Disclosure Agreement shall be deemed to prevent
the Property Owner from disseminating any other information, using the means of dissemination set forth
in this Disclosure Agreement or any other means of communication, or including any other information in
any Semi-Annual Report or notice of occurrence of a Listed Event, in addition to that which is required by
this Disclosure Agreement. If the Property Owner chooses to include any information in any Semi-Annual
Report or notice of occurrence of a Listed Event in addition to that which is specifically required by this
Disclosure Agreement, the Property Owner shall have no obligation under this Agreement to update such
information or include it in any future Semi-Annual Report or notice of occurrence of a Listed Event.

Section 10. Default. In the event of a failure of the Property Owner to comply with any provision
of this Disclosure Agreement, the Fiscal Agent shall (upon written direction and only to the extent
indemnified to its satisfaction from any liability, cost or expense, including fees and expenses of its
attorneys), and the Participating Underwriter and any owner or beneficial owner of the Bonds may, take such
actions as may be necessary and appropriate, including seeking mandate or specific performance by court
order, to cause the Property Owner to comply with its obligations under this Disclosure Agreement. A
default under this Disclosure Agreement shall not be deemed an Event of Default under the Fiscal Agent
Agreement, and the sole remedy under this Disclosure Agreement in the event of any failure of the Property
Owner to comply with this Disclosure Agreement shall be an action to compel performance.

Section 11. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination Agent
shall have only such duties as are specifically set forth in this Disclosure Agreement, and the Property Owner
agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and agents, harmless
against any loss, expense and liabilities which it may incur arising out of or in the exercise or performance
of its powers and duties hereunder, including the reasonable costs and expenses (including attorneys’ fees)
of defending against any claim of liability, but excluding liabilities, costs and expenses due to the
Dissemination Agent’s negligence or willful misconduct or failure to perform its duties hereunder. The
Dissemination Agent shall be paid compensation by the Property Owner for its services provided hereunder
in accordance with the Dissemination Agent’s schedule of fees as amended from time to time, which
schedule, as amended, shall be reasonably acceptable, and all reasonable expenses, reasonable legal fees and
advances made or incurred by the Dissemination Agent in the performance of its duties hereunder. The
Dissemination Agent shall have no duty or obligation to review any information provided to it hereunder and
shall not be deemed to be acting in any fiduciary capacity for the Assessment District, the Property Owner,
the Fiscal Agent, the Bond owners, or any other party. The obligations of the Property Owner under this
Section shall survive resignation or removal of the Dissemination Agent and payment of the Bonds.

Section 12. Notices. Any notice or communications to be among any of the parties to this
Disclosure Agreement may be given as follows:



If to the City: City of Riverside
Development Department
3900 Main Street, 5" Floor
Riverside, California 92522
Telephone: 909/826-5665
Telecopier: 909/826-5744
Attention: Finance Director

If to the U.S. Bank National Association
Dissemination 633 West Fifth Street, 24th Floor
Agent: LM-CA-T24T

Los Angeles, California 90071
Telephone: 213/533-8712
Telecopier: 213/533-8729

If to the U.S. Bank National Association
Fiscal Agent: 633 West Fifth Street, 24th Floor
LM-CA-T24T

Los Angeles, California 90071
Telephone: 213/533-8712
Telecopier: 213/533-8729

If to the Stone & Youngberg LLC
Participating One Ferry Building
Underwriter: San Francisco, California 94111

Telephone: 415/445-2300
Telecopier: 415/445-2395
Attention: Municipal Research Department

Any person may, by written notice to the other persons listed above, designate a different address or
telephone number(s) to which subsequent notices or communications should be sent.

Section 13. Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of the
Assessment District, the Property Owner (its successors and assigns), the Fiscal Agent, the Dissemination
Agent, the Participating Underwriter and owners and beneficial owners from time to time of the Bonds, and
shall create no rights in any other person or entity. All obligations of the Property Owner hereunder shall
be assumed by any legal successor to the obligations of the Property Owner as a result of a sale, merger,
consolidation or other reorganization.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK; EXECUTION PAGE FOLLOWS]
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Section 4. Counterparts. This Disclosure Agreement may be executed in several counterparts, each
of which shall be regarded as an original, and all of which shall constitute one and the same instrument.

Dated: , 2004 ,a
By:
Name:
Title:
By:
Name:
Title:

AGREED AND ACCEPTED:

U.S. Bank National Association,

as Dissemination Agent

By:

Title:




EXHIBIT A

NOTICE TO MUNICIPAL SECURITIES RULEMAKING BOARD
OF FAILURE TO FILE SEMI-ANNUAL REPORT

Name of Issuer: City of Riverside Riverwalk Business Center Assessment District
Name of Bond Issue: City of Riverside Riverwalk Business Center Assessment District
Limited Obligation Improvement Bonds
Date of Issuance: June 30, 2004
NOTICE IS HEREBY GIVEN that (the “Property Owner”) has not provided a Semi-

Annual Report with respect to the above-named bonds as required by that certain Major Owner Continuing
Disclosure Agreement, dated June 1, 2004. The Property Owner anticipates that the Semi-Annual Report
will be filed by .

Dated:

DISSEMINATION AGENT:
U.S. Bank National Association

By:
Its:




EXHIBIT B
SEMI-ANNUAL REPORT

CITY OF RIVERSIDE
RIVERWALK BUSINESS CENTER ASSESSMENT DISTRICT
: LIMITED OBLIGATION IMPROVEMENT BONDS

This Semi-Annual Report is hereby submitted under Section 4 of the Continuing Disclosure
Agreement (the “Disclosure Agreement”) dated as of June 1, 2004 executed by the undersigned (the
“Property Owner”) in connection with the issuance of the above-captioned bonds by the City of Riverside
Riverwalk Business Center Assessment District (the “City”).

Capitalized terms used in this Semi-Annual Report but not otherwise defined have the meanings
given to them in the Disclosure Agreement.

I Property Ownership and Development

The information in this section is provided as of (this date mustbe not more
than 60 days before the date of this Semi-Annual Report).

A.  Property currently owned by the Property Owner in the Assessment District (the “Property”):

Development Name(s)
Total Parcels in Buildings Completed Since Property Sale Since the Property Sold
the the Date of Issuance of the Date of Issuance of the Since the Last
Development Bonds (June 30, 2004) Bonds (June 30, 2004) Semi-Annual Report
Acres’ Acres’ Acres” Acres’
Parcels Parcels Parcels Parcels

* For bulk land sales only.

B.  Status of land development activities with regard to the Property:

C. Status of building permits and any significant amendments to land use or development
entitlements with regard to the Property:

D. Status of any land purchase contracts with regard to the Property, whether acquisition ofland
by the Property Owner or sales of land to other property owners.
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II. Legal and Financial Status of Property Owner

Unless such information has previously been included or incorporated by reference in a Semi-Annual
Report, describe any change in the legal structure of the Property Owner or the financial condition and
financing plan of the Property Owner that would materially and adversely interfere with its ability to
complete its development plan described in the Official Statement. With respect only to the Semi-Annual
Report that isrequired to be provided no later than April 1 of each Fiscal Year, if audited financial statements
of the Property Owner or its parent company (the “Financial Statements”) are prepared, attach or incorporate
by reference to materials on file with the Repositories or Securities and Exchange Commission, the audited
Financial Statements. If such audited Financial Statements are not available by the time such Semi-Annual
Report is required to be filed, the audited Financial Statements shall be filed as a supplement or amendment
to the Semi-Annual Report when they become available. Such Financial Statements shall be for the most
recently ended fiscal year for the entity covered thereby.

III.  Change in Development or Financing Plans

Unless such information has previously been included or incorporated by reference in a Semi- Annual
Report, describe any development plans or financing plans relating to the Property that are materially
different from the proposed development and financing plan described in the Official Statement.

1V, Status of Tax Payments

Describe status of payment of assessments (including the Assessments), taxes, or special taxes due
with respect to the Property.

V. Official Statement Updates

Unless such information has previously been included or incorporated by reference in a Semi-Annual
Report, describe any other significant changes in the information relating to the Property Owner or the
Property contained in the Official Statement under the headings “THE ASSESSMENT DISTRICT” and
“RISK FACTORS - General,” “ — Endangered Species” and “ — Hazardous Substances” that would
materially and adversely interfere with the Property Owner’s ability to develop and sell the Property as
described in the Official Statement.

V1. Other Material Information

In addition to any of the information expressly required above, provide such further information, if
any, as may be necessary to make the specifically required statements, in the light of the circumstances under
which they are made, not misleading.
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Certification

The undersigned Property Owner hereby certifies that this Semi-Annual Report constitutes the Semi-
Annual Report required to be furnished by the Property Owner under the Continuing Disclosure Agreement
dated as of , 2004 executed by the Property Owner in connection with the issuance of the above-

captioned bonds.

ANY OTHER STATEMENTS REGARDING THE PROPERTY OWNER, THE DEVELOPMENT
OF THE PROPERTY, THE PROPERTY OWNER’S FINANCING PLAN OR FINANCIAL CONDITION,
OR THE BONDS, OTHER THAN STATEMENTS MADE BY THE PROPERTY OWNER IN AN
OFFICIAL RELEASE OR NEWSPAPER OF GENERAL CIRCULATION, OR FILED WITH THE
MUNICIPAL SECURITIES RULEMAKING BOARD OR ANATIONALLY RECOGNIZED MUNICIPAL
SECURITIES INFORMATION REPOSITORY, ARENOT AUTHORIZED BY THE PROPERTY OWNER.
THE PROPERTY OWNER IS NOT RESPONSIBLE FOR THE ACCURACY, COMPLETENESS OR
FAIRNESS OF ANY SUCH UNAUTHORIZED STATEMENTS.

THE PROPERTY OWNER HAS NO OBLIGATION TO UPDATE THIS SEMI-ANNUAL
REPORT OTHER THAN AS EXPRESSLY PROVIDED IN THE DISCLOSURE AGREEMENT.

Dated:

By:

Its:

By:

Title:
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EXHIBIT C

MUNICIPAL SECONDARY MARKET DISCLOSURE
INFORMATION COVER SHEET

Municipal Secondary Market Disclosure
Information Cover Sheet

This cover sheet should be sent with all submissions made to the Municipal Securities Rulemaking Board, Nationally
Recognized Municipal Securities Information Repositories, and any applicable State Information Depository, whether the
filing is voluntary or made pursuant to Securities and Exchange Commission rule 15¢2-12 or any analogous state statute.

See www.sec.gov/info/municipal/nrmsir.htm for list of current NRMSIRs and SIDs

IF THIS FILING RELATES TO A SINGLE BOND ISSUE:
Provide name of bond issue exactly as it appears on the cover of the Official Statement
(please include name of state where issuer is located):

$3,755,000
CITY OF RIVERSIDE
RIVERWALK BUSINESS CENTER ASSESSMENT DISTRICT
LIMITED OBLIGATION IMPROVEMENT BONDS
(Property Secured Only — No Issuer Liability)

(California)

Provide nine-digit CUSIP* numbers if available, to which the information relates:

Maturity CUSIP Maturity CUSIP
(September 1) Number (September 1) Number
2005 769003KL7 2016 769003KX1
2006 769003KMS 2017 769003KY9
2007 769003KN3 2018 769003KZ6
2008 769003KP8 2019 769003LA0
2009 769003KQ6 2020 769003LBS
2010 769003KR4 2021 769003L.C6
2011 769003KS2 2022 769003L.D4
2012 769003KTO0 2023 769003LE2
2013 769003KU7 2024 769003LF9
2014 769003KV5 2029 769003LG7
2015 769003KW3

IF THIS FILING RELATES TO ALL SECURITIES ISSUED BY THE ISSUER OR ALL
SECURITIES OF A SPECIFIC CREDIT OR ISSUED UNDER A SINGLE INDENTURE:

Issuer’s Name (please include name of state where Issuer is located):

Other Obligated Person’s Name (if any):

(Exactly as it appears on the Official Statement Cover)

Provide six-digit CUSIP* number(s), if available, of Issuer:

*(Contact CUSIP ’s Municipal Disclosure Assistance Line at 212.438.6518 for assistance with obtaining the proper CUSIP numbers.)
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TYPE OF FILING:

O Electronic (number of pages attached) 0O Paper (number of pages attached)

If information is also available on the Internet, give URL:

WHAT TYPE OF INFORMATION ARE YOU PROVIDING? (Check all that apply)

A. O Annual Financial Information and Operating Data pursuant to Rule 15¢2-12
(Financial information and operating data should not be filed with the MSRB.)

Fiscal Period Covered:

B. (1 Audited Financial Statements or CAFR pursuant to Rule 15¢2-12

Fiscal Period Covered:

C. 3 Notice of a Material Event pursuant to Rule 15¢2-12 (Check as appropriate)

1. [J Principal and interest payment delinquencies 6. 00 Adverse tax opinions or events affecting the tax-
exempt status of the security

0 Non-payment related defaults [ Modifications to the rights of security holders

3. {J Unscheduled draws on debt service reserves 8. O Bond calls
reflecting financial difficulties

4, [0 Unscheduled draws on credit enhancements 9. [0 Defeasances
reflecting financial difficulties

5. [ Substitution of credit or liquidity providers, or their 10. O Release, substitution, or sale of property securing
failure to perform repayment of the securities

11. O Rating changes
D. O Notice of Failure to Provide Annual Financial Information as Required

E. [J Other Secondary Market Information (Specify):

I hereby represent that I am authorized by the issuer or obligor or its agent to distribute this information publicly:

Issuer Contact:

Name Title

Employer

Address City State Zip Code
Telephone Fax

Email Address ] Issuer Web Site Address

Dissemination Agent Contact, if any:

Name Title

Employer

Address City State Zip Code
Telephone Fax

Email Address Relationship to Issuer

Obligor Contact, if any:

Name Title

Employer

Address City State Zip Code
Telephone Fax

Email Address Obligor Web site Address

Investor Relations Contact, if any:

Name

Title

Telephone

Email Address
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APPENDIX H

BOOK-ENTRY SYSTEM

Thefollowing description of the procedures and record keeping with respect to beneficial ownership
interests in the Bonds, payment of principal of and interest on the Bonds to Direct Participants, Indirect
Participants or Beneficial Owners (as such terms are defined below) of the Bonds, confirmation and transfer
of beneficial ownership interests in the Bonds and other Bond-related transactions by and between DTC,
Direct Participants, Indirect Participants and Beneficial Owners of the Bonds is based solely on information
Sfurnished by DTC to the City which the City believes to be reliable, but the City and the Underwriter do not
and cannot make any independent representations concerning these matters and do not take responsibility
for the accuracy or completeness thereof. Neither the DTC, Direct Participants, Indirect Participants nor
the Beneficial Owners should rely on the foregoing information with respect to such matters, but should
instead confirm the same with DTC or the DTC Participants, as the case may be.

The Depository Trust Company (“DTC”), New York, New York, will act as securities depository
for the Bonds. The Bonds will be issued as fully registered securities registered in the name of Cede & Co.
(DTC’s partnership nominee) or such other name as may be requested by an authorized representative of
DTC. One fully registered Bond will be issued for each maturity of the Bonds, each in the aggregate
principal amount of such maturity and will be deposited with DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member
of the Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform
Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the
Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 2 million issues of U.S.
and non-U.S. equity issues, corporate and municipal debt issues and money market instruments from over
85 countries that DTC’s participants (the “Direct Participants™) deposit with DTC. DTC also facilitates the
post-trade settlement among Direct Participants of sales and other securities transactions in d eposited
securities, through electronic computerized book-entry transfers and pledges between Direct Participants’
accounts. This eliminates the need for physical movement of securities certificates. Direct Participants
include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations,
and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing
Corporation (“DTCC”). DTCC, in turn, is owned by a number of Direct Participants of DTC and Members
ofthe National Securities Clearing Corporation, Government Securities Clearing Corporation, MBS Clearing
Corporation, and Emerging Markets Clearing Corporation, (NSCC, GSCC, MBSCC, and EMCC, also
subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the American Stock Exchange
LLC, and the National Association of Securities Dealers, Inc. Access to the DTC system is also available
to others such as U.S. and non-U.S. securities brokers and dealers, banks, trust companies and clearing
corporations that clear through or maintain a custodial relationship with a Direct Participant, either directly
or indirectly (the “Indirect Participants™). DTC has Standard & Poor’s highestrating: AAA. The DTC Rules
applicable to its Participants are on file with the Securities and Exchange Commission. More information
about DTC can be found at www.dtcc.com.

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which
will receive a credit for the Bonds on DTC’s records. The ownership interest of each actual purchaser of
each Bond (the “Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records.
Beneficial Owners will not receive written confirmation from DTC of their purchase. Beneficial Owners
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are, however, expected to receive written confirmations providing details of the transaction, as well as
periodic statements of their holdings, from the Direct or Indirect Participant through which the Beneficial
Owner entered into the transaction. Transfers of ownership interests in the Bonds are to be accomplished
by entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners.
Beneficial Owners will not receive certificates representing their ownership interests in the Bonds, except
in the event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are registered
in the name of DTC’s partnership nominee, Cede & Co. or such other name as requested by an authorized
representative of DTC. The deposit of Bonds with DTC and their registration in the name of Cede & Co.
or such other DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge of
the actual Beneficial Owners of the Bonds; DTC’s records reflect only the identity of the Direct Participants
to whose accounts such Bonds are credited, which may or may not be the Beneficial Owners. The Direct
or Indirect Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners
will be governed by arrangements among them, subject to any statutory or regulatory requirements as may
be in effect from time to time. Beneficial Owners of Bonds may wish to take certain steps to augment the
transmissions to them of notices of significant events with respect to the Bonds, such as redemptions, tenders,
defaults, and proposed amendments to the Bonds documents. For example, Beneficial Owners of Bonds may
wish to ascertain that the nominee holding the Bonds for their benefit has agreed to obtain and transmit
notices to Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their names and
addresses to the Fiscal Agent and request that copies of notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Bonds are being redeemed, DTC’s
practice is to determine by lot the amount of the interest of each Direct Participant in such maturity to be
redeemed.

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to the
Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to the City as soon as possible after the Record Date. The
Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose
accounts the Bonds are credited on the Record Date (identified in a listing attached to the Omnibus Proxy).

Principal, redemption price and interest payment on the Bonds will be made to Cede & Co., or such
other nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit
Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from the
City or the Fiscal Agent, on a payment date in accordance with their respective holdings shown on DTC’s
records. Payments by Participants to Beneficial Owners will be governed by standing instructions and
customary practices, as is the case with securities held for the accounts of customers in bearer form or
registered in “street name,” and will be the responsibility of such Participant and not of DTC (nor the
nominee), the Fiscal Agent or the City, subject to any statutory and regulatory requirements as may be in
effect from time to time. Payment of principal, redemption price and interest payments to Cede & Co. (or
such other nominee as may be requested by an authorized representative of DTC) is the responsibility of the
Fiscal Agent, disbursement of such payments to Direct Participants will be the responsibility of DTC, and
disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect
Participants.



DTC may discontinue providing its service as depository with respect to the Bonds at any time by
giving reasonable notice to the City and the Fiscal Agent. Under such circumstances, in the event that a
successor depository is not obtained, Bond certificates are required to be printed and delivered as described
in the Fiscal Agent Agreement.

The City may decide to discontinue use of the system of book-entry transfers through DTC (or a
successor securities depository). In that event, Bond certificates will be printed and delivered as described
in the Fiscal Agent Agreement.

The information in this section concerning DTC and DTC’s book-entry system has been obtained
from sources that the City believes to be reliable, but the City takes no responsibility for the accuracy thereof.

Discontinuance of DTC Services

In the event that (a) DTC determines not to continue to act as securities depository for the Bonds,
or (b) the City determines that DTC shall no longer act and delivers a written certificate to the Fiscal Agent
to that effect, then the City will discontinue the Book-Entry System with DTC for the Bonds. If the City
determines to replace DTC with another qualified securities depository, the City will prepare or direct the
preparation of a new single separate, fully registered Bond for each maturity of the Bonds registered in the
name of such successor or substitute securities depository as are not inconsistent with the terms of the Fiscal
Agent Agreement. If the City fails to identify another qualified securities depository to replace the
incumbent securities depository for the Bonds, then the Bonds shall no longer be restricted to being
registered in the Bond registration books in the name of the incumbent securities depository or its nominee,
but shall be registered in whatever name or names the incumbent securities depository or its nominee
transferring or exchanging the Bonds shall designate.

In the event that the Book-Entry System is discontinued, the following provisions would also apply:
(1) the Bonds will be made available in physical form, (ii) principal of, and redemption premiums if any, on
the Bonds will be payable upon surrender thereof at the trust office of the Fiscal Agent identified in the
Fiscal Agent Agreement, and (iii) the Bonds will be transferable and exchangeable as provided in the Fiscal
Agent Agreement.

The City and the Fiscal Agent do not have any responsibility or obligation to DTC Participants, to
the persons for whom they act as nominees, to Beneficial Owners, or to any other person who is not shown
on the registration books as being an owner of the Bonds, with respect to (i) the accuracy of any records
maintained by DTC or any DTC Participants; (ii) the payment by DTC or any DTC Participant of any
amount in respect of the principal of, redemption price of or interest on the Bonds, (iii) the delivery of any
notice which is permitted or required to be given to registered owners under the Fiscal Agent Agreement;
(iv) the selection by DTC or any DTC Participant of any person to receive payment in the event of a partial
redemption of the Bonds, (v) any consent given or other action taken by DTC as registered owner, or (vi)
any other matter arising with respect to the Bonds or the Fiscal Agent Agreement. The City and the Fiscal
Agent cannot and do not give any assurances that DTC, DTC Participants or others will distribute payments
of principal of or interest on the Bonds paid to DTC or its nominee, as the registered owner, or any notices
fo the Beneficial Owners or that they will do so on a timely basis or will serve and act in a manner described
in this Official Statement. The City and the Fiscal Agent are not responsible or liable for the failure of DTC
or any DTC Participant to make any payment or give any notice to a Beneficial Owner in respect to the
Bonds or any error or delay relating thereto.
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