A-Block - Parcel Data

Parcel Use Site Area

A-1 Open Space +  93.84 Ac.

Total + 9995 Ac.
B-Block - Parcel Data

Parcel Use Site Area

B-1 Towneplace Suites + 2411 Ac.

B-2 Hampton Inn +  3.389 Ac.

B-3 Residence Inn + 4110 Ac.

Total + 991 Ac.
C-Block - Parcel Data

Parcel Use Site Arca

C-1 Open Space +  6.87 Ac.

Total +  6.87Ac.
D-Block - Parcel Data

Parcel Use Site Area

D-1 McDonald's +  1.141 Ac.

D-2 Damon's + 1.550 Ac.

D-3 WSG Development =+ 1.447 Ac.

D-4 Golden Corral + 1.915 Ac.

D-5 Bank of America + 1.101 Ac.

D-6 Exxon + 1.757 Ac.

Total Per Plat 8911 Ac.
E-Block - Parcel Data

Parcel Use Site Area

E-1 Chick-Fil-A + 1.232 Ac.

E-2 Wendy's + 1.157 Ac.

E-3 Proposed Bank + 1.06 Ac.

E-4 Proposed Bank + 1.12 Ac.

E-5 Jar_ + 1.019 Ac.

Total 12.282 Ac.
F-Block - Parcel Data

Parcel Use Site Area

F-1 Wal-Mart + 15700 Ac.

F-2 + 16.000 Ac.

F-3 + 1.440 Ac.

Total +  33.140 Ac.
G-Block - Parcel Data

Parcel Use Site Area

G-1 Exxon + 2.7925 Ac.
G-2 +13.120 Ac.
G-3 + 0929 Ac.
Total + 16.8415 Ac.
H-Block - Parcel Data

Parcel Use Site Area

H-1 T.G.L Friday's +  1.725 Ac.
H-2/3 Pier One +  1.996 Ac.
H-4 Safeway + 10.897 Ac.
H-5 Chevy Chase Bank £+ 0.998 Ac.
H-6 Wachovia Bank +  1.627 Ac.

Open Space +  1.523 Ac.

Total + 18.883 Ac.



IV. TRUSTEE ACCOUNTS

The trustee for the Series 2004 Bonds is Manufacturers and Traders Trust (formerly Allfirst
Trust Company, National Association.). The balance as of June 30, 2008, interest paid, additional
proceeds, disbursements and account balances as of June 30, 2009, are shown in the following table.

Table IV-1
Account Balances

Account/Fund Balance Interest Paid Additional Disburse- Balance
6/30/08 Proceeds ments 6/30/09
Escrow Deposit Fund $29,724,897 $1,059,924 $0 $2,142,943 $28,641,879
Debt Setrvice Fund $0 $0 $1,501,956 $1,501,956 $0
Total $29,724,897 $1,059,924 $1,501,956 $3,644,899 $28,641,879

o Additional proceeds to the Debt Service Fund were transfers of tax increment revenues held
by the county and used to pay debt service on the Series 2004 Bonds.
o Disbursements from the Escrow Deposit Fund were for the payment of debt service on the

Series 1999 Bonds.

e The balance held in the Escrow Fund will be used to defease the Series 1999 Bonds.

The interest paid through June 30, 2009 does not include interest accrued but not yet paid.
Bond proceeds in the Escrow Deposit Fund are invested in U.S. Treasury securities earning
approximately 3.61 percent per year. Table IV-2 below shows the rate of return on the investments

as of June 30, 2009.

Investment income on the Debt Service Fund
will be applied to the payment of debt service on the
Series 2004 Bonds. Investment income on the Escrow

Deposit Fund will be applied to the payment of debt
service on the Series 1999 Bonds.

Table IV-2
Rate of Return
Account Rate of
Return
Escrow Deposit Fund 3.61%
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V. DISTRICT OPERATIONS

A. SPECIAL TAX REQUIREMENT

A special tax is to be levied up to the maximum special tax rate in an amount equal to the
special tax requirement. The special tax requirement is generally equal to (i) annual debt service, (ii)
other expenses of the country related to the district, less (iii.) tax increment revenues.

Table V-1 provides a summary of the special tax requirement for fiscal year 2009-2010. Tax
increment revenues will be sufficient to pay debt service on the bonds and administrative expenses.
Accordingly, the special tax requirement for fiscal year 2009-2010 is zero. Each of these numbers is
explained in the following sections.

Table V-1
Special Tax Requirement
Fiscal Year 2009-2010

Debt Service:
Interest on January 1, 2010 $750,978
Interest on July 1, 2010 $750,978
Principal on July 1, 2010 $300,000
Sub-total debt service $1,801,956
Administrative Expenses $16,000
Contingency $50,000
Total excpenses $1,867,956
Tax Increment Revenues (FY09-10) ($4,387,211)
Surplus from Prior Year ($0)
Special Tax Requirement $0

Debt Service

Debt service includes interest payments of $750,978 on the Series 2004 Bonds due on

January 1, 2010 and July 1, 2010. These payments equal interest for six months on the following term
bonds:

Serial Bonds of:

$300,000 at 3.00% $9,000
$705,000 at 3.50% $24,675
$630,000 at 4.00% $25,200
$950,000 at 4.50% $42,750
$1,040,000 at 4.50% $46,800
$1,140,000 at 4.50% $51,300
$1,240,000 at 4.50% $55,800
$1,345,000 at 5.125% $68,931
$1,470,000 at 5.125% $75,338
$1,600,000 at 5.125% $82,000
$1,740,000 at 5.125% $89,175
$1,890,000 at 5.125% $96,863
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$2,040,000 at 5.125% $104,550

$2,205,000 at 5.125% $113,006
Term 2013 Bonds of $1,000,000 at 5.00% $50,000
Term 2029 Bonds of $11,055,000 at 5.125% $566,569
Total: $1,501,956

There is a principal payment of $300,000 due on July 1, 2010. Accordingly, total debt service
is, therefore, $1,801,956.

Administrative Expenses

Administrative expenses include the trustee, the administrator, and the expenses of the
county related to the district. The annual charges of the trustee are estimated to be $4,500. The fees
and expenses of the administrator are estimated to be $8,500. The expenses of the county ate
estimated to be $3,000. Accordingly, the total administrative expenses are estimated at $16,000.

Contingency

A contingency, equal to approximately three percent of annual debt service, has been added
in case there are unanticipated expenses or property tax delinquencies.

Tax Increment Revenues

The full cash value of the taxable property in the tax increment district for the base year was
equal to $14,713,200, resulting in assessed value of $5,885,280. The phased-in full cash value of the
taxable property in the district as of July 1, 2009 is $508,768,482. Beginning with fiscal year 2001-
2002, assessed value is equal to full cash value; accordingly, the assessed value of the taxable property
in the district for fiscal year 2009-2010 is equal to the full cash value, that is, $508,768,482. The
incremental assessed value is, therefore, equal to $494,055,282 ($508,768,482 - $14,713,200 =
$494,055,282). The incremental value is calculated based on the full cash value in the base year, since
the effect of converting to an assessed value equal to full cash value is intended to be revenue neutral.

The real property tax rate for Anne Arundel County in fiscal year 2008-2009 was equal to
$0.888 per $100 of assessed value. For purposes of estimating tax increment revenues for fiscal year
2009-2010, the same real property tax rate of $0.888 is assumed. Accordingly, based on the
incremental assessed value in the district and the real property tax rate, the tax increment revenues
are estimated to be equal to $4,387,211.

Surplus from Prior Year

The estimated surplus from the prior year that may be applied to pay debt service and
administrative expenses in fiscal year 2009-2010 is shown below in Table V-2. Tax increment
revenues were estimated to be $4,106,100 for fiscal year 2008-2009. According to Anne Arundel
County, $4,092,319 in tax increment revenues, representing 100 percent of the tax increment
revenues due for fiscal year 2008-2009, have been collected. According to the county, the $13,781
decrease between the estimated and actual tax increment revenues for fiscal year 2008-2009 is
explained by a decrease in the real property tax rate from $0.891 to $0.888 per $100 of assessed value
and an aggregate increase in assessed value of $5,000 on the taxable property within the district by
the Maryland State Assessor’s Office.

Anne Arundel County transferred $750,978 to the trustee on January 2, 2009, which was
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used to make the semi-annual debt service payment of $750,978 on January 2, 2009. As a result, the
county is currently holding additional tax increment revenues totaling $3,341,341. A portion of the
tax increment revenues held by the county will be transferred to make the semi-annual debt service
payment of $750,978 on the Series 2004 Bonds on July 1, 2009, resulting in a surplus of tax
increment revenues of $2,590,363. The balance of these revenues may be transferred to the general
fund and are, therefore, not assumed to be available to pay debt service and administrative expenses
in fiscal year 2008-2009.

Table V-2
Surplus from Prior Year

Debt Service:
Interest on July 1, 2009 $750,978
Principal on July 1, 2009 $0
Total Debt Service $750,978
Available Funds:
TIF Revenues held by county $3,341,341
Total Available Funds $3,341,341
Funds transferred to the County’s General Fund $2,590,363
Surplus from Prior Year $0

As a result, the surplus estimated to be available to be applied to the budget for fiscal year
2009-2010 is zero.

Summary

The total expenses of the district for fiscal year 2009-2010 are estimated to be equal to
$1,867,956. Tax increment revenues available to pay expenses are estimated to be $4,387,211. As a
result, special taxes will not be levied for fiscal year 2009-2010, resulting in a special tax rate of zero.

B. SPECIAL TAXES LEVIED AND COLLECTED

Table V-3 on the following page shows the account number, acreage, the special tax rate and
the special tax to be levied on each parcel of taxable property for the fiscal year 2009-2010. (Parcel
numbers 400590109464 and 400590109469 are flood plain parcels owned by Anne Arundel County
and are, therefore, excluded for the purposes of calculating assessed values, tax increment revenues
and special taxes.) Tax increment revenues will be sufficient to pay debt service on the bonds and
administrative expenses. As a result, there will be no special taxes collected on the property within
the district for the fiscal year 2009-2010.
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Table V-3
Special Taxes to be Collected

Account ID Acreage FY09-10 Special Maximum Special
Number g Tax Rate Tax Levy
400590109465 185.92 0.00% $0.00
400590109471 1.75 0.00% $0.00
400590212153 1.01 0.00% $0.00
400590212154 2.79 0.00% $0.00
400590212157 1.15 0.00% $0.00
400590212158 8.86 0.00% $0.00
400590212159 25.77 0.00% $0.00
400590212162 6.90 0.00% $0.00
400590212168 1.14 0.00% $0.00
400590213196 2.41 0.00% $0.00
400590213197 3.38 0.00% $0.00
400590213198 4.11 0.00% $0.00
400590213199 0.51 0.00% $0.00
400590213200 0.33 0.00% $0.00
400590213543 1.55 0.00% $0.00
400590213544 1.10 0.00% $0.00
400590213545 1.95 0.00% $0.00
400590213546 1.44 0.00% $0.00
400590213547 1.23 0.00% $0.00
400590213773 7.27 0.00% $0.00
400590213774 33.23 0.00% $0.00
400590213775 15.70 0.00% $0.00
400590213777 16.00 0.00% $0.00
400590213779 1.40 0.00% $0.00
400590213882 13.11 0.00% $0.00
400590213884 0.13 0.00% $0.00
400590213885 0.92 0.00% $0.00
400590213969 1.72 0.00% $0.00
400590213970 1.99 0.00% $0.00
400590213972 10.89 0.00% $0.00
400590213973 0.99 0.00% $0.00
400590213974 1.62 0.00% $0.00
400590213975 1.52 0.00% $0.00
400590220728 8.06 0.00% $0.00
400590220729 6.99 0.00% $0.00
400590220730 3.61 0.00% $0.00
400590220731 1.54 0.00% $0.00

C. DELINQUENT PROPERTY TAXES

According to Anne Arundel County, $4,092,319 in tax increment revenues, representing 100
percent of the tax increment revenues due for fiscal year 2008-2009, have been collected. According
to the county, the $13,781 difference between the estimated and actual tax increment revenues for
fiscal year 2008-2009 is explained by a decrease in the real property tax rate from $0.891 to $0.888
per $100 of assessed value for fiscal year 2008-2009.

Estimated tax increment revenues in the amount of $4,387,211 are to be collected in fiscal
year 2009-2010. Fiscal year 2009-2010 ad valorem real property taxes are collected in two equal
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installments on September 30 and December 30, 2009. As a result, there are no delinquent fiscal year
2009-2010 ad valorem real property taxes outstanding at this time.

D. COLLECTION EFFORTS

There are no collection efforts underway at this time.
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VI. DISTRICT FINANCIAL INFORMATION

The information provided in this section is to meet the requirements for the annual report as
provided for in Section 2(a) of the Continuing Disclosure Agreement. The items listed below are in
the same format and order as the items required for the annual report as listed in the Continuing
Disclosure Agreement.

All information in this section is provided as of June 30, 2009, unless otherwise stated.
A. FUND BALANCES

The fund balances in all of the funds and accounts provided for in the Indenture of Trust
are included in Table IV-1 of Section IV, “Trustee Accounts,” of this report.

B. CHANGES TO THE RATE AND METHOD OF APPORTIONMENT

There have been no changes to the Rate and Method of Apportionment of Special Taxes by
the county since the bonds were issued.

C. CHANGES IN THE AD VALOREM TAX RATES

According to the county, the ad valorem tax rate decreased from $0.888 to $0.876 per $100
of assessed value from fiscal year 2008-2009 to fiscal year 2009-2010.

D. CHANGES IN ASSESSED VALUE OF REAL PROPERTY

Table VI-1 below shows the phased-in assessed value of the taxable property within the
district as of July 1, 2009. Since the base yeat, January 1, 1999, the assessed value of the property
within the district has increased by $494,055,282. (For comparison purposes, the base year assessed
values totaling $5,885,280 were adjusted by utilizing the full cash value of $14,713,200 in order to
calculate the incremental change from the base year. Parcel numbers 400590109464 and
400590109469 are flood plain parcels owned by Anne Arundel County and are, therefore, excluded
for the purposes of calculating assessed values and tax increment revenues.)
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Table VI-1
Phased-In Assessed Value of Property

July 1, 2009

Owner Acreage Land Use As:)eiizzd\-fl:lue

Arundel Mills LP 185.92 Mall Parcel $308,663,366
Exxon-Mobil Corporation 1.75 Exxon-Mobil Gas Station $2,082,232
AEI Income & Growth Fund XXI Ltd 1.01 Jared's Jewlers $1,517,066
Exxon-Mobil Corporation 2.79 Exxon-Mobil Gas Station $2,834,700
Arundel Mills Enterprises, LLC 1.15 Wendy's Hamburgers $1,615,366
Arundel Mills Residual LP 8.86 Vacant Land $4,873,000
Preston Patagonia-AM, LLC 25.77 Vacant Land $14,173,500
Arundel Mills Residual LP 6.90 Vacant Land $6,900
System Capital Real Property Corporation 1.14 McDonald's Hamburgers $1,490,732
Skye Arundel V, LLC 2.41 Vacant Land $8,984,632
Skye Arundel I, LLC 3.38 Courtyard Hotel $14,019,100
Skye Arundel 11, LL.C 4.11 Hampton Inn $13,661,300
Arundel Mills Residual LP 0.51 Vacant Land $280,500
Arundel Mills Residual L.P 0.33 Vacant Land $100
Four Aces, LI.C 1.55 Damon's Restaurant $2,227,032
Bank of America 1.10 Bank of America $1,756,632
GC OF Arundel Mills, LI.C 1.95 Golden Coral Restaurant $2,748,732
WSG Hanover One, LLC 1.44 Chipotle Restaurant $2,230,866
Chick-Fil-A, Inc. 1.23 Chick-Fil-A Restuarant $1,749,366
Arundel Mills Residual LP 7.27 Anne Arundel Community College $3,871,100
Arundel Mills Residual L.P 33.23 Vacant Land $16,600
Wal-Mart Real Estate Business Trust 15.70 Wal-Mart Big Box $22,452,200
Costco Wholesale Corporation 16.00 Costco Big Box $18,638,166
WSG Arundel One LI.C 1.40 Men' Warehouse $1,892,900
Arundel Marketplace LP 13.11 Various Retail $15,500,300
Arundel Mills Residual LP 0.13 Vacant Land $1,300
Bay-Vanguard Federal Savings Bank 0.92 Bay-Vanguard Federal Savings Bank $754,000
Amreit Hanover I Corporation 1.72 TGI Friday's Restaurant $2,392,732
BR of Wisconsin 34, LL.C 1.99 Pier One Imports $2,950,166
Ridge Road, LL.C 10.89 Sateway Grocery Store $16,186,566
Chevy Chase Bank 0.99 Chevy Chase Bank $1,271,300
Ridge Road, LLC 1.62 Sateway Grocery Store $1,766,032
Arundel Mills Residual LP 1.52 Vacant Land $836,000
AMCP-1, LLC 8.06 Vacant Land $2,809,800
AMCP-2, LI.C 6.99 Vacant Land $17,940,000
Skye Arundel IV, LLC 3.61 Vacant Land $13,237,732
Anmol Development, LLC 1.54 Vacant Land $1,336,466
Total 414.86 $508,768,482
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E. DISTRICT SPECIAL TAXES LEVIED

A summary of the special tax requirement for fiscal year 2009-2010 is provided in Table V-1
of Section V, “District Operations,” of this report. Tax increment revenues will be sufficient to pay
debt service on the bonds and administrative expenses. Accordingly, the special tax requirement for
fiscal year 2009-2010 is zero. As a result, the special tax levy for fiscal year 2009-2010 has been fully
abated.

F. STATUS OF COLLECTION OF AD VALOREM AND SPECIAL TAXES

According to Anne Arundel County, tax increment revenues in the amount of $4,092,319
have been collected, representing 100 percent of the tax increment revenues due for fiscal year 2008-
2009. The fiscal year 2008-2009 special tax levy was fully abated. As a result, there are no outstanding
fiscal year 2008-2009 ad valorem or special taxes.

Estimated tax increment revenues in the amount of $4,387,211 are to be collected in fiscal
year 2009-2010. Fiscal year 2009-2010 ad valorem real property taxes are due in two equal
installments on September 30 and December 30, 2009. As previously mentioned, the special tax levy
for fiscal year 2009-2010 has been fully abated. As a result, there are no delinquent fiscal year 2009-
2010 ad valorem real property taxes outstanding at this time.

G. PROPERTY OWNERSHIP
The current ownership of the property within the district is shown in Table VI-2 below.
Utilizing assessed value as a surrogate for the total levy of all ad valorem and special taxes levied, it is

shown property taxes to be imposed against Arundel Mills LP and Skye Arundel, LLC exceed five
percent of the total levy of all ad valorem and special taxes.
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Table VI-2

Property Ownership
uly 1, 2009 Total
Owner J Asysesse d Value Percent

AEI Income & Growth Fund XXI Ltd $1,517,066 0.3%
AMCP-1, LIL.C $2,809,800 0.6%
AMCP-2, LL.C $17,940,000 3.5%
Amreit Hanover I Corp. $2,392,732 0.5%
Anmol Development, LLC $1,336,466 0.3%
Arundel Marketplace LP $15,500,300 3.0%
Arundel Mills Enterprises, LLC $1,615,366 0.3%
Arundel Mills P $308,663,366 60.7%
Arundel Mills Residual L.P $9,885,500 1.9%
Bank of America $1,756,632 0.3%
Bay-Vanguard Federal Savings Bank $754,000 0.1%
BR of Wisconsin 34, LLI.C $2,950,166 0.6%
Chevy Chase Bank $1,271,300 0.2%
Chick-Fil-A, Inc. $1,749,366 0.3%
Costco Wholesale Corp. $18,638,166 3.7%
Exxon-Mobil Corp. $4,916,932 1.0%
Four Aces, L1L.C $2,227,032 0.4%
GC OF Arundel Mills, LI.C $2,748,732 0.5%
Preston Patagonia-AM, LLC $14,173,500 2.8%
Ridge Road, LL.C $17,952,598 3.5%
Skye Arundel, LLC $49,902,764 9.8%
System Capital Real Property Corp. $1,490,732 0.3%
Wal-Mart Real Estate Business Trust $22,452.200 4.4%
WSG Arundel One, LI.C $1,892,900 0.4%
WSG Hanover One, LLLC $2,230,866 0.4%

Total $508,768,482 100.0%

H. LAND USE AMENDMENTS

The developer reports that as of June 30, 2009, no significant amendments to land use
entitlements or legal challenges to the construction of the project have been made.

I. CHANGES TO DEVELOPMENT

The developer reports that as of June 30, 2009, the county has approved no changes to the
plan of development. The developer reports that an application for modification to the sketch plan
has been filed as of December 17, 2008. This application precedes and anticipates an application for
the sub-division of parcel 400590212158 (the “E Block™) into six patcels. The developer expected
initial comments by Anne Arundel County on or around January 28, 2009. As of August 4, 2009, the
developer reports that the Application for Modification to Sketch Plan was approved and received
on April 22, 2009. The developer anticipates filing the Application for Final Approval in Late August
20009.

The developer reports that as of June 30, 2009, no significant amendments to land use
entitlements or legal challenges to the construction of the project have been made. The developer
previously reported an appeal against the administrative decision of the Planning and Zoning Officer
of Anne Arundel County, Maryland, challenging the right to develop residential uses on Blocks ] and

Page 23




K of the Arundel Mills Regional Commercial Complex without constructing accompanying
commercial uses on the blocks. As of June 30, 2009, this appeal has been withdrawn following the
sale of parcels ] and K to Preston Capital Management, LLC in October 2006.

J. DEBT SERVICE SCHEDULE

Table VI-3 below shows annual debt service, tax increment revenues and debt service
coverage for the Series 2004 Bonds.

Table VI-3
Debt Service Coverage
Debt Service (bond year ending July 1, 2010) $1,801,956
Base Year Assessed Value (January 1, 1999) $14,713,200
Phased-In Assessed Value July 1, 2009 $508,768,482
Increase in Assessed Value $494,055,282
County Tax Rate (FFY2009-2010) $0.876
Tax Increment Revenues $4,327,924
Debt Service Coverage 240.2%
Special Tax Levied (FY2009-2010) $0
Debt Service Coverage 0.0%
Maximum Special Tax Rate (FY2009-2010) $0.468
Maximum Special Tax (FY2009-2010) $2,381,036
Debt Service Coverage 132.1%
Note: Special taxes may only be levied to the extent necessary to pay
debt service after taking into account tax increment revenues.
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VIl. SIGNIFICANT EVENTS

A. DEVELOPER SIGNIFICANT EVENTS

According to the continuing disclosure agreement, developer significant events include the

following:

M

(i)

(iii)

(iv)

\)

(vi)

(vii)

(viii)

failure to pay any real property taxes (including the special taxes) levied within the
district on a parcel owned by the developer or any affiliate thereof;

material damage to or destruction of any development or improvements within the
district;

the exercise of an option to purchase or sell or the purchase or sale of any land
within the district by the developer;

material default by the developer or any affiliate thereof on any loan with respect to
the construction or permanent financing of Arundel Mills, the project or the
development, if any, of the auxiliary-use patcel;

material default by the developer or any affiliate thereof on any loan secured by
property within the district owned by the developer or any affiliate of the developer;

payment default by the developer or any affiliate thereof on any loan to such party
(whether or not such loan is secured by the property within the district);

the filing by or against the developer or any affiliate thereof, the general partner of
the developer or any owners of more than 25 percent interest in the developer of
any petition or other proceeding under any bankruptcy, insolvency or similar law or
any determination that the developer or owner of interest in the developer or a
subsidiary of the developer or any affiliate thereof is unable to pay its debts as they
become due; and

the filing of any lawsuit with claim for damages in excess of $1,000,000 against the
developer which may adversely affect the completion of Arundel Mills, the project
or the sale or development of the auxiliary-use parcel or litigation in excess of
$1,000,000, which would materially adversely affect the financial condition of the
developer.

Inquiries have been made with the developer regarding the occurrence of any significant
event and they have reported there have been no additional significant events as of June 30, 2009.

B. LISTED EVENTS

Pursuant to the Continuing Disclosure Agreement, listed events include the following:

0
(i)

(iii)

delinquency in payment when due of any principal of or interest on the bonds;

occurrence of any material default under the indenture (other than described in
clause (i) above);

amendment to the indenture modifying the rights of the bondholders;
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report.

(iv) giving of notice of optional or unscheduled redemption of bonds;

) defeasance of bonds or any portion thereof;
(vi) any change in the rating, if any, on the bonds;
(vii) adverse tax opinions or events affecting the tax-exempt status of the bonds;

(viii)  the release or substitution of property securing repayment of the bonds; and
(ix) the continuing disclosure event notices provided to the administrator by the
developer as more particulatly set forth in the developet’s continuing disclosure

agreement so long as the developer owns property in the district.

The administrator is not aware of the occurrence of any listed event as of the date of this
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