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INTRODUCTION

The City of Pasadena (“City”) is proposing to acquire undeveloped properties known as
Annandale Canyon Estates (“Open Space”) for the purpose of preserving it as open space.
Annandale Canyon Estates was originally planned to be subdivided into single family
residential properties for the construction of custom homes. However, surrounding neighbors
have expressed the desire to preserve the area as open space. To that end, the City has been in
negotiation with the developer to acquire the property for the preservation of open space.

To fund the cost of acquisition of the Open Space, the City proposes to use a combination of
funding sources including the formation of the City of Pasadena Annandale Canyon Open
Space Benefit Assessment District (“District”), a grant from the Santa Monica Mountains
Conservancy, State and County funds, City funds and other funding sources. The District will
be utilized to fund the property owners’ portion of the land acquisition through the issuance
of bonds, a loan from the City, or a combination of the two that will be repaid over a period
not to exceed 30 years through annual assessments. If the District is not approved by the
property owners, the City will not have sufficient funds to acquire the site.

If the District is approved and the Open Space is purchased, the City will fund the
maintenance of the Open Space on an ongoing basis.

This report constitutes the Engineer’s Report for the District. The City Council pursuant to
the provisions of Chapter 4.95 of Title 4 of the City’s Municipal Code (“Code”), the
“Landscaping and Lighting Act of 1972”, being Division 15, Part 2 of the Streets and
Highways Code of the State of California, beginning with Section 22500 (the “1972 Act”),
Article XIIID of the Constitution of the State of California (“Article XIIID”), and the
Proposition 218 Omnibus Implementation Act (Government Code Section 53750 and
following) (the “Implementation Act”) (the Code, 1972 Act, Article XIIID and the
Implementation Act are referred to collectively as the “Assessment Law’) proposes to initiate
proceedings for the formation of the District, and to levy and collect assessments installments
against lots and parcels within the District beginning the fiscal year commencing July 1,
2009 and ending June 30, 2039. It is determined that the estimated cost of the proposed
improvements is greater than can be conveniently raised from a single annual assessment and
that funds will be raised by an assessment levied and collected in installments over a period
not to exceed 30 years. The City will pay for a portion of the Open Space acquisition costs
through a City loan in connection with the issuance of bonds pursuant to the Code and Section
22662.5 of the 1972 Act and under the Improvement Bond Act of 1915 (Division 10
commencing with Section 8500).

This Engineer’s Report (“Report”), which describes the District boundaries and special
benefits of the District to the property owners located within the District, includes the
following sections:

Introduction — Provide background information on the proposed District and
introduction to the Report.

Part A. Plans and Specifications — Contains a general description of the project.
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Part B. Estimate of Cost — Identifies the cost of the project including land acquisition
costs, soft costs, bond issuance costs and other incidental costs and expenses.

Part C. Method of Apportionment — Describes the basis in which costs have been
apportioned to lots and parcels within the District, in proportion to the special benefit
received by each lot and parcel.

Part D. Assessment Roll — The assessment roll identifies the maximum assessment
installment to be levied to each lot or parcel within the District.

Part E. Assessment Diagram — Displays a diagram of the District showing the exterior
boundaries of the District and the Zones of benefit.

Each lot or parcel within the District is assessed proportionately for only the cost of the
project that is determined to be a special benefit. For this report, each lot or parcel to be
assessed, refers to an individual property assigned its own Assessment Parcel Number by the
Los Angeles’ County Assessor’s Office as shown on the last equalized roll of the assessor.

Based on the requirements of Assessment Law, a property owner protest ballot procedure is
required in order to form the District and to levy assessments. Following the City Council
Intent meeting which starts the formation process, ballots will be mailed to each property
owner located within the boundaries of the District so they can indicate whether they are in
favor or opposed to the District and the maximum assessments as described in this Report.
Assessment Law requires a minimum 45 days between the time ballots are mailed and date
that the public hearing is held.

Following consideration of all public comments, written protests, and tabulation of the
property owner protest ballots after the conclusion of the Public Hearing, the City Council
will confirm the Report as submitted or amended. If there is not a majority protest and the
ballot procedure is successful, the City Council may order the levy and collection of
assessments commencing fiscal year 2009/2010. The unpaid assessment installments
approved will be submitted to the Los Angeles County Auditor/Controller and included on
the property tax roll for each parcel receiving a special benefit.

If the District is approved, the City will continue with its best effort to acquire the Open
Space for preservation. If the City is unable to acquire the Open Space, the assessments will
not be collected. No proceeds from the bonds or the assessments will be used for operation
and maintenance of the Open Space, the City intends to fund the ongoing maintenance and
operation from other City sources.
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PART A. PLANS AND SPECIFICATIONS
1. General Description of Improvements

The proposed territory within the District consists of all lots, parcels and subdivisions
of land as shown on the Boundary Map designated as “City of Pasadena Annandale
Canyon Open Space Benefit Assessment District Assessment Diagram/Boundary Map”
contained within Part E of this Report. All the parcels within the District are zoned as
single family residential.

The improvements proposed to be funded by the District are the acquisition of open
space lands (“Improvements”) defined by the Code and the 1972 Act (Section 22525
(9)) and ongoing administration costs of the District. If the District passes, the City
intends to finance a portion of the acquisition costs through a City loan in connection
with the issuance of bonded indebtedness secured by unpaid assessment installments.
These Improvements provide special benefit to the parcels within the boundaries as
defined in the Method of Apportionment contained within Part C of this Report.

PART B. ESTIMATE OF COSTS
1. Description of Budget Items

The following is a description of items shown on the Budget in Section B.2.

Land Acquisition — Includes the total estimated cost to acquire the approximately 20.6
acres of Open Space less any grants or other funding sources, including but not limited
to the Santa Monica Mountains Conservancy, the State, Los Angeles County and the
City.

Financing Costs — Includes the estimated expenses in connection with the sale and
issuance of the bonds and/or a City loan.
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2. Budget

It is estimated that the acquisition of the Open Space will cost approximately
$7,000,000. This cost was then divided between general and special benefits before the
assessments were determined. (Please see Part C. Method of Apportionment for further
discussion of benefit). Below is the budget table.

Land Acquisition

Land Acquisition Cost $6,500,000"
Escrow Closing and District formation costs $500,000°
Subtotal $7,000,000
Special Benefit (parcel outside City) ($3,335)°
General Benefit (parcels inside City) ($1,749,166)°
Special Benefit Funded from Other Sources ($3,883,409)°
Total Assessment District Contribution $1,364,090

The Assessment Law requires that a special fund be set up for the revenues and
expenditures of the District. Funds raised by the assessments shall be used only for
authorized purposes. The City may advance funds, if needed, in order to ensure cash
flow or timing of acquisition and will be reimbursed for any such advances upon
receipt of assessments and/or bond proceeds.

PART C. METHOD OF APPORTIONMENT

1. General

The Implementation Act permits the establishment of assessment districts by agencies
for the purpose of providing certain public improvements, which include the acquisition
of open space.

The Code and Streets and Highways Code Section 22573 require that assessments be
levied according to benefit rather than the assessed value.

“The net amount to be assessed upon lands within an assessment district may be
apportioned by any formula or method which fairly distributes the net amount among
all assessable lots or parcels in proportion to the estimated benefits to be received by
each such lot or parcel from the improvements.”

In addition, Article XIID and the Implementation Act require that a parcel’s
assessment may not exceed the reasonable cost for the proportional special benefit

! The City is in negotiations with the landowner and based on appraisals and other information available to the
City the City has entered into a Purchase and Sale Agreement for the purchase price of $6,500,000.

2 Includes estimated district formation and bond issuance costs of $500,000.

* Amounts include funding of Special Benefit of parcels outside the City, General Benefit to parcels within the
District and grants from the Santa Monica Mountains Conservancy, the State, Los Angeles County and the City.
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conferred to that parcel. Article XII1D and the Implementation Act further provides that
only special benefits are assessable and the City must separate the general benefits from
the special benefits. They also require that publicly owned properties which specifically
benefit from the improvements be assessed.

Area of Benefit and General Benefit

The boundary of the District may only include those parcels which receive a special
benefit. Parcels within the District will be assessed for those improvements that
provide a special benefit to the properties. Article XII1I1D of the California Constitution
defines special benefit as:

"A particular and distinct benefit over and above general benefits conferred
on real property located in the district or to the public at large. General
enhancement of property value does not constitute *special benefit’."

While the general benefits extend to parcels both inside and outside the District
boundaries (i.e. positive impacts on air and water quality, protection of irreplaceable
open space and wildlife corridors), parcels that are located within a close proximity to
the Open Space receive certain special benefits over and above those received by the
public at large. The National Recreation and Park Association standards are used to
define the service area for many types of parks. Due to the nature of the Open Space we
have equated the service area to a ¥2 mile radius. This radius is a combination of a
neighborhood park which has a service area of a ¥ mile to ¥ mile radius and a
community park which has a service area of %2 mile to three miles. This standard is also
consistent with the City’s goals as set forth in the Recreation & Parks Master Plan.
Property within the % mile radius is therefore considered to receive a special benefit.

Additionally, due to the significant traffic impacts created during the prolonged
construction period if the project is not preserved as Open Space, properties that
traverse San Rafael Avenue, Patrician Way and Glen Oaks Boulevard are also within
the special benefit area of the District including those properties that are outside of the
Y mile radius discussed above.

Once it is determined which parcels receive special benefit, an analysis was conducted
to determine those parcels which cannot be legally assessed and to identify funds which
will contribute to cost of the Open Space. When a ¥z mile radius is drawn from the open
space area, the area encompasses approximately 1,255 acres. There are 392 acres
included within the 1,255 acres or approximately 31% which are located outside of the
City’s jurisdiction and therefore cannot be considered for the District. Regardless, of
the 392 acres that are outside of the City, 391 acres would be considered exempt due to
current use of the property as well as underlying land use since they provide a similar
benefit as the open space. This leaves roughly 0.05% of the Open Space cost benefiting
properties outside of the City that cannot be assessed by the City and will be funded
from sources other than assessments.

In addition to identifying parcels not included in the District which receive special
benefit and are to be funded from other sources, an analysis was conducted to
determine the proportional impact of general benefits to the public at large versus the
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special benefits to be received by parcels within the District. Since the Open Space will
not be restricted solely for the use of parcels located within the boundaries of the
District other members of the public will have access to the Open Space and therefore
receive benefit from the recreational opportunities the Open Space provides. This
number is difficult to quantify; however, approximately 75% of non-consumptive
wildlife recreation (i.e. bird watching, nature photography) is done around the home
according to Park, Recreation & Leisure Facilities Site Planning Guidelines by George
E. Fogg, FASLA, and therefore we estimate that 75% of the costs of the improvements
represent special benefit to the properties within the District. The remaining 25% of the
costs of the improvements representing general benefits must be funded from sources
other than the assessments.

Despite the analyses and conclusions described above, the City surveyed the property
owners based on specific assessment levels and determined the property owner would
not support the level of assessment necessary to fund the entire special benefit received;
therefore the District is only estimated to provide [19.2%] of the necessary funding to
acquire the Open Space. The remaining [80.8%] of the acquisition cost is being funded
by other sources. These contributions greatly exceeds the amounts attributable to
general benefit discussed above or the contributions required for parcels which receive
special benefit but are not included in the District.

Exempt Parcels

It should be noted that because the assessment will span a thirty-year period, each
parcel’s assessment was calculated based upon the parcel’s highest and best use given
the current land use and configuration. Certain parcels have been exempted from the
assessment. These parcels include areas of streets (either public or private), public
easements and rights-of-way. Also exempted are utility rights of way, common areas
such as homeowner association property, landlocked parcels or small parcels deemed to
be unbuildable due to size. In addition, parks, greenbelts, open space and golf courses
have been exempted as they are considered to provide similar benefits to the Open
Space.
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2. Special Benefit Analysis

The proposed project’s benefits and assessment within the District have been reviewed,
identified and allocated based on special benefit pursuant to the provisions of Article
XIHID, the Implementation Act, the Code, and the Streets and Highways Code Section
22573.

The parcels located within the District have been determined to receive a special benefit
from the preservation of the Open Space. There are several special benefits of having
open spaces in the vicinity of residential areas. The three primary special benefits
include:

e Positive impacts on capacity of roads, and road safety

e Enhanced recreation opportunities and expanded access to Open Space

e Preservation of canyon views and scenery resulting in particular increased
property value due to proximity to open space

The following categories are the types of special benefit to property within the
District.

1. Positive impacts on capacity of roads, and road safety

Access to the Open Space is by primarily served by San Rafael Avenue,
Patrician Way and Glen Oaks Boulevard. These roads are small and winding,
preventing adequate access by large trucks.

Should the development of the Open Space move forward with construction of
single family custom homes, properties on these roads would be significantly
impacted by construction traffic during the long construction period, estimated
to be three to five years. According to the Recirculated Partial Draft of
Environmental Impact Report for the Annandale Canyon Estates, Dated
November 1, 2005 (“Recirculated EIR”) Section 3.14.6 states that if the project
is developed, “Expansion of infrastructure could result in inadequate emergency
access during construction.” Property damage to City streets, curbs, gutters,
private driveways, landscaping, street lights and other private property may
occur due to the heavy construction equipment and large trucks traveling to and
from the development.

Section 3.14.7 of the Recirculated EIR also indicates that Infrastructure
construction could result in road closures that would deny access to residences
for a significant period of time. While emergency access would be allowed,
local traffic would be significantly impacted.

While mitigation measures would be implemented to reduce the impacts of
construction, there will still be impacts and inconvenience to properties located
within the area.
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Maintaining the Annandale Canyon Estates property as open space would
significantly reduce the construction traffic impacts. Therefore properties which
have primary access from by San Rafael Avenue, Patrician Way and Glen Oaks
Boulevard. receive a special benefit from the preservation of the Open Space.

2. Enhanced recreational opportunities and expanded access to Open Space

Properties specially benefit from the enhanced recreational opportunities
provided by the Improvements. These include enhanced open spaces, areas for
recreational activities and higher levels of maintenance than would be provided
in absence of the preservation of the Open Space.

The Draft Environmental Impact Report dated August 7, 2005 (“DEIR”)
indicates in Section 3.11.2 that “The topography and undeveloped nature of the
project site present opportunities for unregulated passive recreational uses, such
as hiking and mountain biking.” Therefore, properties located within a % mile
radius of the open space receive special benefit due to the enhanced recreational
opportunities.

3. Preservation of canyon views and scenery

The proposed District will provide a portion of the funding necessary to
preserve the Open Space. Absent of the District, the Annandale Canyon Estates
will be developed into housing which would result in a reduction in public
resources and diminished environmental benefits.

According to the DEIR, Table ES, “Visual impacts associated with the proposed
project, in combination with other alterations to visual resources throughout the
region, would result in the degradation of community-wide visual resources”...
“the diminishing visual resources would result from increasing development
intensity (and general reduction in the aesthetic value of natural resources) and
the degradation of primary ridgelines.”

According to Section B.2 of the Recirculated EIR, the construction of the
development could result in the loss of native scrub, oak trees and western
sycamore trees and have a substantial adverse effect on riparian habitat and
coastal sage scrub. The oak trees are protected by the City’s Tree Ordinance and
the riparian habitat and coastal sage scrub are identified as sensitive natural
communities by the California Department of Fish and Game.

The Open Space provides other special benefits such as protection of scenic
views and protection of wildlife and vegetation habitats. Left undeveloped, they
allow natural functions such as flood control, purification of air and water,
decomposition and recycling of wastes, and generation and renewal of fertile
soils. They also serve as buffers. Therefore homes that are closest to the Open
Space receive a special benefit from the preservation of the Open Space.
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3. Assessment Methodology

To establish the special benefit to the individual parcels within the District a formula
that spreads the costs of the Improvements based on the special benefit must be
established. The improvements have been reviewed and a formula has been established
to apportion the acquisition costs based on benefit.

Zones of Benefit

To fairly distribute the acquisition cost among the parcels, the District was divided into
four zones based on; 1.) The proximity of parcels in location to the Open Space; and 2.)
The roads used to access the assessed property. Properties located the closest to the
improvements will receive a greater special benefit as compared to those parcels the
farthest away. Additionally, parcels that use Patrician Way, Glen Oaks Boulevard. or
San Rafael Avenue to access their property will see the biggest impact if the Open
Space is developed; therefore they receive a greater benefit than parcels that can be
accessed from other roadways.

In order to calculate the assessment, each parcel is assessed according to the following
Zone locations and Equivalent Benefit Unit (“EBUS”) which are described in more
detail below.

Zone 1 Properties — This Zone is defined as properties located within
approximately 1/10™ of a mile radius of the proposed Open Space and on the
west side of the ridge that bisects the District. Parcels located in Zone 1 use the
EBU of one (1).

Zone 2 Properties — This Zone is defined as properties located within
approximately a ¥2 mile a radius of the proposed Open Space and that also
traverse Patrician Way, San Rafael or Glen Oaks Boulevard to access their
property. Parcels located in Zone 2 use the EBU of .70.

Zone 3 Properties — This Zone is defined as properties located outside
approximately a % mile a radius of the proposed Open Space however they
traverse Patrician Way, San Rafael or Glen Oaks Boulevard to access their
property. Parcels located in Zone 3 use the EBU of .50.

Zone 4 Properties — This Zone is defined as properties located within
approximately a %2 mile a radius of the proposed Open Space and are on the east
side of the ridge that bisects the District or properties which have secondary
access via San Rafael Avenue or Glen Oaks Boulevard. Parcels located in Zone
3 use the EBU of .20.
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Equivalent Benefit Units

Each parcel of land is assigned an EBU in proportion to the estimated special benefit
the parcel receives relative to other parcels within the District. The EBU method of
apportioning benefit is typically seen as the most appropriate and equitable assessment
methodology for districts formed under the 1972 Act, as the benefit to each parcel from
the improvements are apportioned as a function of the proximity to the Open Space and
the traffic impact that would be experienced if the project were developed. Each
parcel’s total EBU was determined by adding up each the EBU attributed to each
special benefit received. Road safety and capacity was determined to be of primary
benefit, followed by protection of scenery and view and enhanced recreational
opportunity. The table below shows the calculation of each parcel’s EBU.

Benefit Zonel | Zone?2 | Zone 3 | Zone 4
Enhanced Recreational Opportunity 0.20 0.20 N/A 0.20
Road Safety and Capacity 0.50 0.50 0.50 N/A
Protection of Scenery and Views 0.30 N/A N/A N/A
Total EBU Per Parcel 1.00 0.70 0.50 0.20

Each parcel’s assessment was calculated based upon the parcel’s highest and best use
given the current land use and configuration because the assessment will span a thirty-
year period.

Exempt Parcels

Certain parcels have been exempted from the assessment either because they receive no
special benefits or because they contribute benefits similar to open space which exceed
any special benefits they may receive. These parcels include areas of streets (either
public or private), public easements and rights-of-way. Also exempted are utility rights
of way, common areas such as homeowner association property, landlocked parcels or
small parcels deemed to be unbuildable due to size. In addition, parks, greenbelts, open
space and golf courses have been exempted as they are considered to provide similar
benefits to the Open Space.

4. Assessment Duration

The District Assessment installments are proposed to exist for a maximum of thirty (30)
years, with installments beginning in fiscal year 2009/2010 and ending with fiscal year
2038/2039 or sooner if the bond term and/or City loan is less than 30 years. The
assessment installments will not increase over the rates set forth in this Engineer’s
Report. The unpaid assessment installments shall constitute a lien on the parcels on
which they are made.
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PART D. ASSESSMENT ROLL

The assessment roll is a listing of the proposed maximum total assessment, including the
proposed annual assessment installments for the Fiscal Years commencing 2009/2010 and
ending 2038/39 apportioned to each lot or parcel based on the amount of special benefit
attribute to the parcel, as shown on the Los Angeles County last equalized roll of the assessor
and reflective of the Assessor’s Parcel Map(s) associated with the equalized roll. A listing of
parcels proposed to be assessed within this District, along with the proposed maximum
assessment and proposed maximum annual assessment amounts, are shown on the following
table.
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PART E. DISTRICT DIAGRAM

The District is located west of Linda Vista Avenue and east of the City limits, the Ventura
Freeway effectively acts as the southern Boundary and Afton Street as the northern boundary.
The District will consist of approximately six hundred and forty-two (642) assessable parcels.
The parcels within the District consist of all lots, parcels depicted within the boundaries of the
District. The District assessment diagram/boundary map reflecting the exterior boundaries of the
District and the Zones of benefit has been submitted to the City Clerk. A reduced copy of the
assessment diagram/boundary map is attached.
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