MEMORANDUM

ORAFT

Date: June 29, 2000
To: The Honorable Chair and Members From: C.H. Huckelberry ,
Pima County Board of Supervisors County AdministrW"
Re: Canoa Ranch

I. Background

On March16, 2000, | forwarded a Canoa Ranch Conservation Proposal to the Board. The Board
directed the County Attorney to perform a legal analysis and staff to apprise stakeholders of the
conservation proposal. Such has occurred. The County Attorney, through development of a
series of agreements with the landowner, can enforce the concepts outlined in the Canoa Ranch
Conservation Proposal, specifically creation and funding of the Historic Canoa Ranch Endowment
Fund and the subsequent purchase, donation, dedication, and preservation of 81 percent of
Canoa Ranch in a natural state. The attached report further elaborates the conservation proposal,
discusses the process to inform stakeholders and solicit viable alternatives, and provides a
number of other documents related to the Canoa Ranch Conservation Proposal.

Il. Public Hearing Processes, Comprehensive Plan Amendment, and Rezoning Not Altered

| have heard a number of comments related to the Canoa Ranch Conservation Proposal attempting
to preempt the public hearing Comprehensive Plan Amendment and rezoning processes via
settlement of litigation filed against Pima County by the landowner. The conservation proposal
does not do this. What it does do is establish a basic framework wherein the owner would agree
to a number of extraordinary conditions if the Comprehensive Plan Amendment and rezoning were
approved by the Board. The legal documents discussed in the attached report related to
settlement agreement, development agreement, and collection agreement, all put in place legally
enforceable systems to ensure that the Canoa Ranch Conservation Proposal can be carried out
over time and survive legal challenge. These documents do nothing to alter the present required
public hearing process for a Comprehensive Plan Amendment and rezoning of the property to
carry out the Canoa Ranch Conservation Proposal.

IIl. Preservation of Original Stated Values Associated with Canoa Ranch Development

Canoa Ranch development discussions have occurred since 1996. A number of development
options have been proposed. Some have been approved and some have been rejected. Canoa
Ranch is not a viable commercial cattle ranching operation and as long as the ranch is privately
owned, some or all of the ranch will be developed in the future.
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It is appropriate to measure the present Canoa Ranch Conservation Proposal with the values most
commonly stated by opponents to past development proposals and compare how well the
conservation proposal matches and/or protects those values.

In order of importance, the most commonly stated values or reasons to oppose Canoa Ranch
development were:

» Historic Ranch Preservation - All historic ranch structures are preserved and the endowment
will ensure future protection, restoration and interpretation is permanently funded.

» Protection of Archaeological Resources - Almost all known archaeological and cultural features
are protected for future interpretation. Any feature possibly disturbed by development will
receive appropriate recovery and documentation prior to disturbance. A permanent
archaeological and cultural trust can be established through the endowment fund.

« Open Space Preservation - 81 percent of the property remains as natural open space, and a
full 86 percent remains unimpacted by residential or commercial buildings.

« Definition of Urban Boundary - The south and east urban boundary is defined for the upper
Santa Cruz planning area.

» Light Pollution is Minimized - The Whipple Observatory of the Smithsonian Institute has no
objection to the Canoa Ranch Conservation Proposal.

While there may have been other objections to Canoa Ranch development, these are the concerns
most often stated. Important community values that would be lost through other development
proposals are now retained. The Canoa Ranch Conservation Proposal maximizes the benefits of
protecting these stated values with the least impact, allowing only 14 percent of the property to
be developed, and creates open space on the balance of the property - 86 percent of Canoa
Ranch, with a total of 81 percent remaining as natural open space.

IV. Canoa Ranch Conservation Proposal Sets Higher Standards for Future Development

A comparative analysis contained in the attached report indicates that the Canoa Ranch
Conservation Proposal, if approved by the Board, would become the largest single natural open
space contributing development ever approved in Pima County. Of 20 recent major land use
proposals, the Canoa Ranch Conservation Proposal will result ultimately in 81 percent of the
property being set aside as natural open space. The next largest natural open space set-aside for
a major development is Sabino Springs at 26 percent. Therefore, the Canoa Ranch Conservation
Proposal sets aside almost three times as much natural open space as Sabino Springs and five
times more than Rocking K.
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Financial exactions from major developments is also not a particularly new concept. What is new
is actually collecting these exactions when agreed to. Also included in the attached report are
the estimated fees and/or exactions received from the 20 developments studied. At
$50.7 million, Canoa Ranch fees and/or exactions are significantly higher than any other
previously approved by the County. Rancho Vistoso, through the Bridge Financing Agreement
with Pima County, was to have contributed $27.6 million to Pima County for significant public
infrastructure investment, primarily in bridges into the Ranch Vistoso area. However, these fees
were negated when the property was annexed by the Town of Oro Valley. Very few fees were
ever collected from Rancho Vistoso. The Starr Pass Resort agreement, at $19.1 million, does
have a development agreement and fee exaction that survives annexation. Almost all other
development and/or impact fees identified with the other projects can be avoided simply through
annexation. Therefore, developers do have the opportunity to escape previously agreed upon fees
simply through annexation. This flaw has been corrected in the Canoa Ranch Conservation
Proposal and will be corrected in all future rezonings since | will be recommending that the Board
require, as a condition of rezoning approval, that a development agreement be entered into that
is legally enforceable and all development impact fees and other fees agreed to by the developer
be collected by the County, even if the property is subsequently annexed by another jurisdiction.

V. Taxpayer at Substantial Financial Risk Through Condemnation

Acquisition of Canoa Ranch absent the Canoa Ranch Conservation Proposal holds a great deal
of risk for the taxpayer. A previous appraisal performed by Pima County obtained an estimated
value of $10.5 million. This appraisal is now several years old. The landowners recently
(April 2000) obtained an appraisal that has a value in the range of $12,000 per acre. A survey
of 21 property sales in the area in 1999 and 2000 indicated that the range in value of Canoa
Ranch comparable sales ranged from $815 to $10,400 per acre, with an average price per acre
of $5,205 for 21 sales.

Recent fair market transactions in May and June of this year on parcels of the same approximate
size as a four acre Suburban Homestead (SH) lot indicate an average selling price of such lots at
$8,000 per acre. Clearly, following through on condemnation of Canoa Ranch places the
taxpayers of Pima County at great financial risk. Given the changing market conditions for this
property, as well as the available Canoa Ranch Conservation Proposal, | would recommend that
the Board not condemn Canoa Ranch as originally proposed.

VI. Wildcat Development is Becoming a Realistic Alternative for the Owner

It has often been stated that Fairfield will not allow the property to be split into 38 acre parcels
as is now allowed under State law. Those parcels can be subsequently split to the minimum
existing Suburban Homestead (SH) zoning lot size of 4.1 acres. Given the high level of present
restriction on development of the property, which through the Canoa Ranch Conservation
Proposal would allow only 14 percent of the total property to be developed, the present owner
could choose to have the property disposed of as quickly as possible for whatever return is
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available. This method of disposal will undoubtedly lead to wildcat development, which has
serious implications regarding the future property tax base for the school district and Pima County
in general. The attached report also contains a comparative fiscal analysis on regulated versus
unregulated development alternatives. Clearly, allowing unregulated or wildcat development on
Canoa Ranch will essentially destroy the cultural and archaeological resources, result in almost
no continuous open space being preserved, and will significantly undermine the tax base. The
impacts of wildcat development need no further discussion. However, such is the most likely and
yet undesirable development alternative for the property if this proposal is rejected.

VIl. Refinement During Public Hearing Process

A number of other minor suggestions have been made such as one alternative that would
combine the two commercial areas east of Interstate 19 to increase the buffer around the ranch.
Another would perhaps lessen the size and extent of the recreational vehicle park development.
All of these modifications would be considered minor adjustments to the existing conservation
proposal and are the proper discussion for refinement through the public hearing process. It is
possible for these issues to be addressed in the public hearing process, both before the Planning
and Zoning Commission as well as the Board of Supervisors.

VIIl. Recommendation
Based on the attached report | would recommend that the Board:

1. Refer to the Planning and Zoning Commission for public hearing a Comprehensive Plan
Amendment that reflects the general nature of the Canoa Ranch Conservation Proposal.

2. Upon approval of the Comprehensive Plan Amendment, the Board also refer to the Planning
and Zoning rezoning of those properties specifically identified in the Canoa Ranch proposal
for those purposes so identified in the proposal.

3. Discontinue any effort to condemn the entire Canoa Ranch.

4. Direct the County Attorney to complete all necessary agreements to create legally
enforceable agreements between the property owner and Pima County regarding the
development, protection, and preservation of open space, and the creation of the Historic
Canoa Ranch Endowment Fund.

5. Concurrently, with final rezoning approval by the Board, initiate those actions necessary to:
A) initiate the conservation proposal, which includes execution of the settlement agreement,
development agreement, and collection agreement, B) establish the Historic Canoa Ranch
Endowment Fund, C) accept the donation of 1,482 acres of the Santa Cruz River and Madera
Wash, D) purchase approximately 1,200 acres of the 3,178 acres to be acquired by the
County, and E) accept a conservation easement for the balance of property to be acquired.

CHHYJjj
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Report, Comment, and Analysis of the Canoa Ranch Conservation Proposal

l. _Background

On March 21, 2000, the Board directed the County Attorney to conduct a legal analysis of the
Canoa Ranch Conservation proposal outlined in the March 16, 2000 memorandum entitled
Canoa Ranch Condemnation and Other Options (Attachment 1). The Board also directed staff
to arrange meetings for stakeholders so that interested parties could be briefed on the
settlement and land use proposal and have an opportunity to present formal reactions and
input to the proposal (Attachment 2). The County Attorney’s Office has completed its review
of the March 16, 2000 proposal and meetings were held to brief stakeholders (Attachment 3)
and receive formal responses (Attachment 4). Specific responses to the contributions from
stakeholders are found at Attachment 5. Articles and editorials about the Canoa Ranch
Conservation Proposal and stakeholder meetings are found at Attachment 6. A summary of
the Canoa Ranch Conservation Proposal from April 10, 2000 is found at Attachment 7, and
an appraisal of the property is found at Attachment 8. This report provides a brief analysis of
the legal and financial feasibility of the March 16, 2000 proposal, as well as a comparative
analysis of (1) the conservation value, (2) the level of cultural resource protection, and (3) the
fiscal impact of the proposal as measured against other development projects and against the
various alternatives that might be exercised by the landowner. Finally, the memorandum
outlines options for Board action, and it provides a description of the process that would be
followed to carry out each of the various options.
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This land use proposal, if completed, marks a dramatically different view of future zoning and
urban development practices in Pima County. The proposal places more mitigation and
conservation burdens on the owner or developer and significantly less financial burden on
future Pima County taxpayers than any development proposal approved in Pima County
previously.
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Il._Legal Issues and Enforceability

On November 16, 1999, staff was directed to prepare Resolutions of Condemnation for Canoa
Ranch. Fairfield Homes, Inc., the property owner, then filed suit against Pima County for
inverse eminent domain. In order to provide additional options for the Board, a settlement
agreement was created in the form of the Canoa Ranch Conservation Proposal. The County
Attorney’s Office has reviewed the Proposal and developed legal processes to enforce the
concepts found in the Canoa Ranch Conservation Proposal. Described in general terms below,
these legal documents are the Canoa Ranch Settlement Agreement, the Canoa Ranch
Development Agreement, and a Collection Agreement.

A. Review of Major Points of the Canoa Ranch Conservation Proposal The major points of
the Canoa Ranch Conservation Proposal can be summarized as follows:

1. Land Use
n Of the total 5,954 acres:
- 3,178 acres would be purchased by Pima County;
- 1.482 acres would be donated to Pima County by the developer; and
- 1,294 acres would be rezoned, with 158 of these acres dedicated to the County.

L Of the 3,178 acres purchased by Pima County:
- 25 acres is the historic ranch property and buildings to be acquired at appraised value;
- 3,153 acres is undeveloped property east of the freeway, acquired for $5,000 per acre.

] Of the 1,482 acres that would be donated to Pima County by the developer:
- 1,356 acres is Santa Cruz River floodplain land; and
- 126 acres is Madera Wash floodplain land.

= Of the 1,294 acres that would be rezoned:
- 158 acres of wash would be dedicated to Pima County as a condition of rezoning; and
- 1,136 acres would be developed for residential, commercial, and golf course use.

] Of the 158 acres of wash dedicated to Pima County as a condition of rezoning:
- 88 acres is the Escondito Wash on the west side of the Santa Cruz River; and
- 70 acres is other wash and riparian areas on the west side of the river.

n Of the 1,136 acres developed for residential, commercial and golf course use:

- 840 acres would be CR-5/GC to accommodate 2,000 units surrounded by a golf course;
- 95 acres would be CB-2 and TR, creating a village center to the west of the river;
- 100 acres would be CB-2, and 100 acres would be TH, also to the east of I-19.

This proposal would result in 81 percent, or 4,818 acres of the property, being committed to
natural open space status. Factoring in open space created by the golf course and floodplains
to be dedicated within proposed developed areas, over 5,100 acres, or approximately 86
percent of the landscape is not impacted by residential or commercial buildings.
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2. Funding In order to provide funding for Pima County to purchase 3,153 acres:

u A Historic Canoa Ranch Endowment Fund would be established to fund:
- acquisition, protection and enhancement of property;
- restoration, maintenance and operation of historic buildings; and
- investigation and interpretation of archaeological features on acquired land.

n Funds would derived from the developed land through these means:
- the developer pays a transportation impact fee of $1,162.50 per residential unit;
- the developer would agree to a fee of 2 percent on all commercial transactions;
- the developer would agree to a 2 percent surcharge on each recreational space rental;
- if groundwater is pumped to irrigate golf facilities, a $100 per acre foot fee is assessed;
until agreement is reached to construct a wastewater facility to use reclaimed water.

u Assumptions underlying the analysis of impact fees include:
- the developer will close 200 units per year for the first ten years of the project;
- impact fees of $232,400 to $232,500 per year will be generated for Pima County;
- the total fee collected would be approximately $2.3 million.

u Assumptions underlying the analysis of the commercial fee include:

- annual commercial sales revenue will begin in year 3 at $15 million and rise to $131.6
million per year by the 25th year of the project;

- annual revenue generated from golf will begin in year 2 at $1.5 million and rise to $8.6
million by per year the 25th year of the project;

- annual revenue from the recreational vehicle/ resort area will begin in year 3 at $.5
million, and rise to $2.9 million per year by the 25th year of the project;

- total annual sales revenue will begin at $1.5 million in year 2, and rise to $143 million
per year by the 25th year of the project; and

- the 2 percent fee that would go to Pima County from this aggregate revenue base
would begin at $30,000 in year 2, and rise to $2.9 million by the 25th year of the
project.

= Combining the projected benefit from impact and commercial fees, Pima County would:
- collect $232,500 in year 1 of the project, for a cumulative benefit of the same amount;
- collect $1.24 million in year 5, for a cumulative benefit by that time of $3.3 million;
- collect $2.4 million in year 10, for a cumulative benefit by that time of $13.1 million;
- collect $2.4 million in year 15, for a cumulative benefit by that time of $24.4 million;
- collect $2.6 million in year 20, for a cumulative benefit by that time of $36.9 million;
- collect $2.9 million in year 25, for a cumulative benefit by that time of $50.7 million.
- Even if all growth in revenue remains flat from the 9th to the 25th year of the project,
an estimated cumulative benefit of $42 million would be realized for Pima County.

As a fail safe to the fiscal projections the developer would agree to an additional fee equal to
1 percent of the value of each residential unit sold after year five, if the funding mechanisms
described above do not generate $12 million in the first 10 years for Pima County. If $2
| million in fees is not collected at the end of year four, the 1 percent residential fee would be
| implemented at the beginning of year 5 and remain in effect for the duration of the agreement.
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B. Legal Issues that were Reviewed

The County Attorney’s Office reviewed the legal issues surrounding the funding aspects of the
proposal, and the zoning process itself. Agreements that reflect three concepts are proposed
to establish the terms of the Canoa Ranch Conservation Proposal between Pima County and
the developer: a settlement agreement; a development agreement; and a collection agreement.

C. Concept of the Settlement Agreement

Under the concept of the settlement agreement:

Pima County would initiate a comprehensive plan amendment and rezoning.

The developer, as a condition precedent to the settlement agreement and development
agreement, would be granted protected development rights by a phased protected
development right plan.

The County, as a condition precedent to the settlement agreement and development
agreement, would acquire 4,818 acres of the subject property through purchase (3,178
acres), donation by the developer (1,482 acres), and dedication (158 acres).

Upon signing of the development agreement, a down payment of $6 million would be
funded, the rezoning would be approved, and the lawsuit by filed by the developer would
be dismissed with prejudice. Upon payment of the downpayment, property of this value
will be transferred to Pima County from the 3,178 acres to be purchased.

D. Concept of the Development Agreement

Pima County would purchase 3,153 acres for not more than $5,000 per acre, subject to
appraisal, and 25 acres including the historic ranch for fair market value.

The developer would donate 1,356 acres of the Santa Cruz River and 126 acres of the
Madera Wash to the Pima County Flood Control District. The donation would occur at
the time rezoning approval is obtained from Pima County for the 1,294 acres to be
rezoned.

The Historic Canoa Ranch Endowment Fund would be created.

Approximately 1,294 acres would be rezoned, and the developer would dedicate 158
acres to Pima County and retain and develop the remaining 1,136 acres.

Pima County would initiate a comprehensive plan amendment and rezoning of the
Fairfield Canoa Ranch with general terms for the proposed rezoning incorporated by
reference, conduct all public hearings as required for the plan amendment and rezoning,
and if approved, the Plan would reflect the understandings and restrictions found in the
Canoa Ranch Conservation Proposal {Attachment 7) and allow calculations for native
plant and hillside protection based on total acreage of project.
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E. Concept of Collection Agreement

The collection and distribution of funds would be detailed. Terms would include:

u The Canoa Ranch Endowment Association, a non-profit corporation, would be created
to act as the Endowment manager, to collect funds. The Board of Directors of the
Association would contain at least two members of the Canoa Ranch Park Foundation
described below.

n The County would establish a Canoa Ranch Park Foundation to receive funds. This
Foundation would have a Board of Directors appointed by the Board of Supervisors.

u Enforcement of the endowment fund obligations would be strictly construed as
contractually agreed upon, and obligations would be binding upon successors and assigns

of the developer, and constitute covenants that run with the land.

u Every contract and lease involving property developed under these agreements would
include the requirements of the Endowment Fund Fee.

u Annexation or incorporation of the area would not affect the collection of fees for the
benefit of the fund.

lil. Financial Feasibility

With only 19 percent of the property available for commercial and residential purposes, and
given the alignment of incentives between the ability of the development project to generate
revenue and the ability of the County to acquire natural open space with fees from that
revenue, it becomes important to understand the source and percent contribution of each
revenue stream.

A. Revenue Sources

1. West Side 0of 1-19 Under the Canoa Ranch Conservation Proposal, there are two plan areas
on the west side of I-19: a Residential and Golf Plan Area, and a Village Center Plan Area. The
Residential and Golf Plan Area includes 840 acres, proposed for zoning of CR-5 and GC. The
Village Center Plan Area includes 96 acres proposed for zoning of CB-2, TR, and GC.

n Revenue from residential land use: Funds generated from a $1,162 impact fee on each
of the 2,000 residential units would create an estimated $232,500 per year for Pima
County for the first ten years of the project. This assumes that 200 units will be closed
each year. The total benefit to Pima County would be on the order of $2,325,000.

n Revenue from golf course land use: Funds generated from a 2 percent fee on golf course
revenue range from $30,000 in year two, to $62,424 in year five, to $128,669 in year
ten, to $173,171 in year twenty-five. The total benefit in fees to Pima County would be
on the order of $3,019,083.
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u Revenue from commercial land use to the west of I-19: Fifty-three acres within the
Village Center Plan area would be zoned CB-2 under the proposal. This is about 1/3 of
the land that would be zoned CB-2. Assuming that 1/3 of the projected commercial
revenue came from this node, then the total benefit to Pima County in fees would be on

the order of_$14.8 million.

2. East Side of 1-19. Under the Canoa Ranch Conservation Proposal, there are two plan areas
on the east side of 1-19: an Recreational Vehicle Resort Plan Area, and an |-19 Interchange
Commercial Plan Area. The Recreational Vehicle Resort Plan Area includes 100 acres,
proposed for zoning of TH. The Commercial Plan Area includes 100 acres proposed for CB-2.

u Revenue from recreational vehicle/resort land use: Funds generated from a two percent
fee on each of the 800 recreational vehicle units would begin in the third year of the
project. The total benefit to Pima County over the 25 year time horizon of the Canoa
Ranch Conservation Proposal would be on the order of $1.031,895.

u Revenue from commercial land use to the east of I-19: One hundred acres within the I-19
Interchange Commercial Plan Area would be zoned CB-2 under the proposal. This is
about 2/3 of the land that would be zoned CB-2. Assuming that 2/3 of the projected
commercial revenue came from this area, then the total benefit to Pima County in fees
would be on the order of_$29.5 million.

B. Analysis of Land Use and Fiscal Benefit under the Conservation Proposal

Exclusive of any property tax benefits that would result for Pima County or other taxing
jurisdictions such as the Sahuarita Unified School District, from the Canoa project, these
benefits would result from the various land uses under the Proposal:

u 196 acres of CB-2 and TR would result in fees to Pima County of $44.3 million.

= 840 acres of CR-5 and GC would result in impact and commercial fees of $5.3 million.
= 100 acres of TH would result in fees of $1 million.

Viewed another way, before property tax benefits, under the Canoa Ranch Conservation
Proposal:

n CB-2 and TR land uses generate $225,993 per acre for Pima County

] CR-5 and GC land uses generate $6,362 per acre for Pima County

u TH land use generates $10,319 per acre for Pima County.

The recreational vehicle/ resort land use will generate more revenue than residential uses.
Commercial uses generate over 21 times the recreational vehicle use, and over 35 times the
residential uses. These uses are interdependent, however. Residential and recreational uses
create the volume that sustains the commercial use. Finally, it should be noted that the
average acre of developed land in the proposal will generate $44,542 for the Canoa Ranch
Conservation Proposal, before any measure is made of the property tax benefit. The near
$45,000 per acre benefit of 19 percent of the landscape will create the conservation
opportunities (acquisition, restoration, maintenance, and interpretation) on the remaining 81

percent.
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C. Summary of Land Use Source for Historic Canoa Ranch Endowment Fund

CANOA RANCH CONSERVATION PROPOSAL -- FEE BENEFIT
TO PIMA COUNTY BY LAND USE TYPE (25 YEAR TOTAL)

TYPE OF TOTAL REVENUE REVENUE
LAND USE ACRES GENERATED PER ACRE
CB-2, TR 196 acres $44.3 million $225,993

{General business;transitional) {3.3% of landscape) (88% of total) per acre
TH 100 acres $1 million $10,319
(Recreational Vehicle/ Resort) {1.7% of landscape) (2% of total) per acre

CR-5, GC 840 acres $5.3 million $6,362
{Residential; golf course) (14% of landscape) (10% of total) per acre
Average of 1,136 acres $50.6 million $44,542
developed land (19% of landscape) per acre

D. Risk of Loss Shifts to Developer

If the funding mechanisms described above do not generate $12 million in the first 10 years
for Pima County, then under the Canoa Ranch Conservation Proposal, the developer would
agree to an additional fee equal to 1 percent of the value of each residential unit sold after year
five. It is estimated that 1000 units will be sold in years six through ten of the project. This
provision could provide an estimated $2.5 million in fees for the County.

Taxpavyer risk is further reduced by having the developer execute a conservation easement
over those lands scheduled to be purchased (3,153 acres) when the necessary comprehensive
plan and zoning amendments are approved by the Board. This would assure the land remains
in open space if the developer were to default or the project fails to generate sufficient
revenues to purchase the lands identified for acquisition.

In addition, for the initial payment of $6 million by the County lands, identified by the County
equal to this value would be transferred to the County in fee simple (approximately 1,200
acres).

Finally, those initial monies in excess of bond funds identified for Canoa Ranch, $2.5 million
($6 million less $3.5 million), are to be paid back first from the Historic Canoa Ranch
Endowment Fund. As a final safeguard to ensure that sufficient funds are available to
accomplish the purposes of the Historic Canoa Ranch Endowment fund, the 25 year time
period of the fund would not begin until the fund has accumulated $1 million.
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E. Taxpayer Risk for Purchase of Canoa Ranch Open Space

As a point of comparison, the acquisition of land from the owner in the absence of this kind
of cooperation holds a great deal of risk for the taxpayer. A previous appraisal performed by
Pima County obtained an estimated value of $10.5 million. The landowners appraisal obtained
an approximate value of $36 million. Value in the $12,000 per acre range was obtained by
an April 15, 2000 appraisal by Bruce Greenberg, Inc. (Attachment 8), assuming the sale of
4.13 acre RH parcels divided by lot splitting. At $12,000 per acre, this value per acre amount
almost doubles the value of acreage for parcels in nearby Elephant Head, as reflected by
County records, but the $12,000 per acre estimate obtained by Mr. Greenberg is below the
average full cash value for an average acre of unplatted land in the urbanizing areas of Pima
County, which according to County records is around $14,839.

A survey performed by County staff of recent lot sales in the vicinity of Canoa Ranch found
a range of per acre prices from $815 to $10,400, with an average price per acre of $5,205
for 21 sales.

Stated simply, the original County appraisal of $10.5 million is likely to be low. The landowner
has agreed to sell Pima County property at $5,000 per acre, which precludes the risk of
incurring costs at two or three times this rate through the appraisal process. In addition, the
funding to purchase this land is also generated by the Canoa Ranch Conservation Proposal.
This option creates the lowest risk to the taxpayer.

IV. Comparative Fiscal Analysis -- Unregulated Development versus Regulated Alternatives

The previous section of this report described how the Canoa Ranch Conservation Proposal
aligns the economic incentives of the developer with the County’s goals for open space and
historic preservation. A set of interdependent land uses that provide a mix of residential,
commercial and recreation uses, combine to allow a development footprint of less than one-
fifth of the project area to fund the acquisition and protection of the remaining four-fifths of
the 5,954 acre landscape.

This section of the report will discuss the consequences of failure to reach some agreement
through the regulated development process that is in the best interest of both the developer
and the County.

Much has been written about the negative consequences of wildcat subdividing on natural,
cultural, and fiscal resources. Much has been stated about not allowing development on
Canoa Ranch -- with some suggesting that the County should refuse to allow any development
and that alternatives are available. If reasonable development alternatives are not approved
the property will undoubtedly become wildcat development.

A brief analysis is provided of the comparative impact of allowing the Canoa Ranch area to be
developed in an unregulated way as opposed to the regulated alternative presented by the
Canoa Ranch Conservation Proposal.
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A. Impact of Alternatives on Available Open Space

1. Natural Open Space

Regulated alternative: Under the Canoa Ranch Conservation Proposal, 4,818 acres or 81
percent of the entire 5,954 acre property would remain natural open space. The open space
commitment is reached in the following way:

1356 acres of the Santa Cruz River is donated

126 acres of the Madera Wash is donated

88 acres of the Escondito Wash is dedicated as a condition of rezoning

70 acres of other washes on the west side of I-19 are dedicated

3,178 acres are purchased by Pima County, including 25 acres of the historic ranch
4,818 acres total are committed to natural open space

Unregulated alternative: Under the alternative of unregulated development, there is no way
to ensure that any acreage would be reserved as natural open space. The current RH zoning
would lead to a development footprint that covers the entire property. Under existing codes
over half of the property could be completely graded with removal of significant natural
resources. Therefore, as opposed to a scenario that balances clustering with open space
within the project area, the unregulated alternative would split out the entire 5,954 acres.

2. Functional Open Space

RH zoning allows up to 66 percent of the lot to be graded, so the maximum functional open
space that could be assured under the unregulated alternative would be 34 percent. This does
not compare favorably with the 86 percent combined natural and functional open space
alternative offered by the Canoa Ranch Conservation Proposal.

B. Impact of Alternatives on Itural Resources

Regulated alternative: Under the regulated development alternative, a cultural resources
management plan would be in place to provide a strategy for protecting and mitigating impacts
to cultural resources. Federal, state and county regulations guide regulated projects by
professional standards. The Canoa Ranch Conservation Proposal includes this level of
protection and goes far beyond. By avoiding all impact to the area east of the Santa Cruz
River, the highest resource value lands will be protected. The historic ranch site itself will be
protected. And funding will be provided to restore, maintain, and interpret these resources.

Unregulated alternative: Under the unregulated development alternative, there is no point of
control for cultural resource protection except in the extreme case where State law is triggered
only when human remains are found. In this case, consultation within 10 days and repatriation
of remains at government expense will take place.
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C. Impact of Alternatives on Natural Resources

Regulated alternative: Under the regulated development alternative, the project receives
federal attention through Clean Water Act permitting, which must be issued in compliance with
Endangered Species Act considerations. The project area itself has been evaluated by agency
and private sector biologists. As is the case with cultural resource protection, the Canoa
Ranch Conservation Proposal includes regulatory standards and goes far beyond those by
leaving 81 percent of the highest resource land in the project area untouched by development.

Unregulated alternative: Under the unregulated development alternative, there is no federal
nexus to ensure endangered species compliance, and in fact aerial photography of the wildcat
subdivisions that surround the Canoa project area demonstrate that the major and minor
washes and riparian areas are encroached upon and dissected by residents of unregulated
development areas.

D. Impact of Alternatives on Fiscal Resources

Regulated alternative: Under the regulated development alternative, the project is subject to
development guidelines that require infrastructure investments by the developer, not at
taxpayers expense, that ultimately benefit the tax base. In general, platted development in
Green Valley achieves some of the highest full cash value per acre averages of anywhere in
Eastern Pima County. A platted acre of land in Green Valley averages $213,191 per acre,
which surpasses the Catalina Foothills average of $190,407. This is true because Green
Valley supports a market for mixed use development that is typically not found in other
urbanizing areas. In addition, the demographics of Green Valley residents create a lower
demand for services than is found in densely developed areas of Northwest Tucson. The
Canoa Ranch Conservation Proposal includes infrastructure built to County standards, but the
roads will remain in private ownership, eliminating that service demand on the County. The
Proposed development is also age restricted, which is a predictor of a lower service demand,
particularly for school districts, which get the benefit of an increased tax base but have no
children to educate as a result of an age-restricted development.

Unregulated alternative: Under the unregulated development alternative, the absence of
regulatory standards creates an infrastructure deficit that permanently undervalues the tax
base. Wildcat areas also accommodate population growth, and so a service demand is created
for government services. Prior studies have indicated that an infrastructure deficit on the order
of $35 to $55 million per year is accumulating given the pace of wildcat development. A
regional comparison shows that within the urbanizing portions of Pima County, which contain
the highest percentage of land that has been developed, the full cash value of an acre of land
that has not gone through the regulated process is $14,839, while the full cash value of
regulated development in the urbanizing areas is $193,458, more than 13 times greater.
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REGIONAL COMPARISON OF VALUE OF PLATTED AND UNPLATTED LAND
Unplatted -- Platted --
Land Unit within Pima County Full Cash Full Cash
: Value Per Value Per
Acre Acre

All of Pima County (5,808,337 acres) $1,515 $ 154,802
Eastern Pima County (2,443,144 acres) $ 3,560 $ 159,011
Urbanizing Areas of Pima County (468,089 acres) $14,839 $ 193,458
Green Valley Area $4,390 $213,191

The basic reason for this disparity is that unregulated development offers little in the way of
sewers and roads, and the major housing type in unregulated areas has a valuation method
which assumes depreciation over time, but improvements account for most of the tax base.
While only 164,670 acres within the 5.9 million acre land base of Pima County have gone
through the regulated process, the improved full cash value of Pima County accounts for 64
percent of its total value.

Reflected in the chart below is the fact that there has been a dramatic fall in the per capita,
constant dollar value of the tax base. Since 1977-78 there has been a 38 percent drop in the
primary property tax value and a 36 percent drop in secondary value. To compensate, the tax
rate is increased with regulated development subsidizing unregulated development.

Per Capita, Constant Dollar N.A.V.
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Regulated Versus Unregulated Development in Green Valley -- Actual Taxes Paid

The chart below compares and contrasts unregulated and regulated land uses to show the
various fiscal consequences that could result from the Canoa land use decision. Two
unregulated areas in the vicinity of Green Valley are described, including Elephant Head, which
abuts the Canoa land base. Four mixed use sections of Green Valley are also described. And
finally, a section of land from Tucson is shown for comparison, since it has elements in
common with the Canoa Ranch Conservation Proposal, such as residential densities,
commercial, and golf course uses. Increased density and mixed use in the regulated areas
increases the tax base benefit, but as the maps and aerials of these sections show, clustered
development with greater functional open space areas can have the highest benefit to the tax
base.

COMPARISON OF TAXES PAID BY REGULATED AND UNREGULATED SECTIONS
OF LAND IN GREEN VALLEY AND IN A TUCSON DEVELOPMENT AREA SIMILAR TO
THE PROJECT PROPOSED IN THE CANOA RANCH CONSERVATION PROPOSAL

Full Cash Total Taxes Tax Value of Land
Section of Land and Land Uses Value Per Paid by -- Expressed by
Acre Section Revenue per Acre
Sahuarita Road
Unregulated development $4,709 $18,033 $26 / acre
GR-1, RH
Elephant Head, Dove Way
Unregulated development $6,464 $19,546 $30 / acre

RH

Continental Rd. and I-19
Regulated, low density $108,622 $541,624 $841 / acre
CR-2, SH, CR-1, CR-3, CB, TR

San Ignacio and I-19
Regulated, mixed use urban $167,137 $681,426 $1,070 / acre
CR-2&3, SH, TH, CMH-1, CB TR

Esperanza Blvd. and 1-19
Regulated, med-intensity urban $169,056 $716,756 $1,100 / acre
CR-3&4, CB-2, TR, RH

South of Esperanza Blvd. and I-19
Regulated, urban mixed $237,705 $927,100 $1,440 / acre
CR-3&5, CB-1&2, TR, RH

La Paloma
Regulated, residential and GC $250,329 $1,349,984 $2,174 / acre
CR-4&5, CR-1, CB-1, TR
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V. Comparative Natural Resource Analysis -- 20 Major Regulated Development Projects

This section combares a number of development projects that have gone through the regulated
process to assess how the Canoa Ranch Conservation Proposal compares to past projects in
terms of:

Percent of natural open space found in major development projects

Natural open space commitment beyond floodplain in major development projects
Percent of total open space (natural and functional) found in major development projects
The scale of projects as reflected in the number of units in major of rezonings

Gross density and site density in major projects, as an indication of clustering

Fees generated for Pima County by major development projects '

A. Percent of Natural Open Space in Major Development Projects

A review of the files of 20 major development projects show that a natural open space
commitment of the magnitude found in the Canoa Ranch Conservation Proposal has not been
achieved in a regulated development project before. Most projects have no record of natural
open space. The files of 4 projects indicated that natural open space commitments existed
as part of a larger open space plan that involved functional open space uses too. Three of the
four projects on the chart below have percentage natural open space commitments ranging
from 12.5 to 75.6 percent. These natural open space areas tend to correspond with floodplain
and riparian areas -- areas that cannot be developed anyway. The Canoa Ranch Conservation
Proposal not only eclipses other development projects in the total percent of natural open
space {81 percent),
it is unique in that
b3 percent of the
total project area
100% (3178 of 5954
acres) is natural
open space that is
not floodplain or
riparian in nature.

PERCENT NATURAL OPEN SPACE
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B. Percent of en Space (natural open space, functional open space and golf course acreage

According to the files of 20 major development projects, total open space commitments,
which include floodplain, golf course, and functional areas, range from 1.3 percent of a 2,310
acre project to 86 percent of a 5,954 acre project, which is the Canoa Ranch Conservation
Proposal itself. The average open space area within these major development projects is
around 40 percent; the mid-point is around 30 percent. The Canoa Ranch Conservation
Proposal more than doubles the average, and nearly triples the acreage in projects found at the
mid-point of the curve, such as Civano.

PROJECT PERCENT OF OPEN SPACE {Low to High)
1. Continental Ranch 1.3 % *
2. Rita Ranch 3.3 %
3. Agua Dulce 24.2 %
4, Madera Reserve, Phase | 27.1 %
5. Rocking K 29.8 %
6. La Paloma Estates 30.0 %
7. La Paloma Ridge Estates 30.0 %
8. Rancho del Lago 30.2 %
9. Civano 30.6 %
10. Dove Mountain 30.9 %**
11. Quail Creek 32.6 %
12. Rancho Vistoso 37.8 %
13. Madera Reserve, Phase Il 42.9 %
14. Silverado Hills 43. 0 %
15. Ventana Canyon 46.5 %
16. Sabino Springs 65.3 %
17. Madera Foothills Estate 66.6 %
18. Starr Pass Hotel/ Resort 75.6 %
19. Coyote Creek 75.7 %
20. Canoa 86.0 %
AVERAGE 40.5 %

* Open space calculation reflects the file notation that the 2,310 acre site was graded, including
riparian habitat. As a condition of the Section 404 permit, 400 acres of floodplain were revegetated.

** The file did not include data on mitigation acreage for Endangered Species protection so that
acreage is not factored into this data set.
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C. Scale of Projects -- Comparison of Number of Units

In order to gain perspective on the scale of the major development projects reviewed for this
analysis, the number of units proposed by each project is listed below, from the smallest
project with 76 units, to the largest project with 13,862 units.

The Canoa Ranch Conservation Proposal would involve 2000 units, making it a project that
falls short of the average by over 1350 units.

PROJECT NUMBER OF UNITS {Low to High)

1. La Paloma Estates 76
2. Madera Foothills Estates 86
3. La Paloma Ridge Estates 87
4. Madera Reserve, Phase | 153
b. Madera Reserve, Phase Il 159
6. Agua Dulce 440
7. Coyote Creek 450
8. Sabino Springs 516
9. Starr Pass Hotel/Resort 575
10. Silverado Hills 895
11. Civano 900 - 1,000
12. Ventana Canyon 1,440
13. Canoa 2,000
14, Quail Creek 5,000
15. Rancho del Lago 5,500
16. Rocking K 5,670
17. Dove Mountain 9,159*
18. Continental Ranch 9,434
19. Rita Ranch 10,780
20. Rancho Vistoso 13,862

AVERAGE 3359

* The file indicated that in April 2000, the Marana Council voted on a proposal from the developer to
reduce the number of dwelling units from 13,362 to 9,159,
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D. Comparison of Units Per Acre by Project Site

The density of a development project can be understood in terms of the overall size of the
footprint on the landscape, or the specific impact on the developed areas. Sometimes, the
overall density and the site density are the same. This is true when open space percentages
for the project are low. Coincidentally, the two projects that record the lowest open space
percentages -- Continental Ranch and Rita Ranch -- also record the highest densities. In these
instances, gross and site density are more nearly equivalent. In contrast, when open space
percentages are high, site densities can also be high, without creating a detrimental impact to
natural resource considerations. While cluster developments are often discussed as a way to
conserve open space, they have not found favor in local land use decision making, mostly
because the administrative process for approval is too complex and burdensome. Green Valley
projects and a few projects in Tucson have shown that there is a market for density when the
surrounding landscape is open and attractive. The chart below reflects gross density.

PROJECT UNITS PER ACRE (Listed from lowest impact
to highest impact, given entire project site)

1. Madera Foothills Estates 0.24 units per acre
2. Canoa 0.33 units per acre
3. Coyote Creek 0.5 units per acre
4., La Paloma Estates 0.7 units per acre
5. Madera Reserve, Phase il 0.8 units per acre
6. Madera Reserve, Phase | 0.9 units per acre
7. Agua Dulce 1.0 units per acre
8. Civano 1.1 -1.2 units per acre
9. La Paloma Ridge Estates 1.1 units per acre
10. Sabino Springs 1.2 units per acre
11. Rocking K 1.3 units per acre
12. Ventana Canyon 1.5 units per acre
13. Dove Mountain 1.6 units per acre
14. Rancho Vistoso 1.8 units per acre
15. Silverado Hills 1.9 units per acre
16. Starr Pass Hotel/Resort 2.9 units per acre
17. Rancho del Lago 3.5 units per acre
18. Quail Creek 3.8 units per acre
19. Continental Ranch 4.0 units per acre
20. Rita Ranch 8.2 units per acre

AVERAGE 1.9 units per acre
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E. Estimated Fees Generated by the Project for Pima County

The chart below lists major development projects in order of their total open space
commitment -- from lowest to highest commitment -- as reflected in development files of local
jurisdictions. Also working from the project files, estimated fees to be generated by the
project are recorded. With the exception of the Starr Pass Resort and proposal Canoa
agreements, fees are based on transportation impact assessments, and these are generally
avoided by development projects that are annexed following rezoning. All future assessments
by Pima County should adopt the model established by the proposed Canoa Ranch
Conservation Proposal to close the loophole which allows developers to escape paying fees.

PROJECT (Total percent open space) ESTIMATED FEES GENERATED
1. Continental Ranch (1.3%) no record of fees generated
2. Rita Ranch {3.3%) no record of fees generated
3. Agua Dulce (24.2%) - subject to impact fees ($682,000 est.) **
- other fees of $38,134 paid (retention)
4. Madera Reserve, | (27.1%) - subject to $800 fee ($122,400 est)
5. Rocking K {29.8%) - subject to impact fees ($8.8 million est.) **
6. La Paloma Estates (30%) - subject to impact fees ($117,800 est.) **
- other fees of $3 million paid {Imp. Dist)
7. La Paloma Ridge Estates (30%) no record of fees generated
8. Rancho del Lago {30.2%) - subject to impact fees ($8.5 million est.) **
9. Civano (30.6%) no record of fees generated
10. Dove Mountain (30.9%) no record of fees generated
11. Quail Creek ({32.6%) - subject to impact fees {$7.5 million est.) **
12. Rancho Vistoso (37.8%) - subject to $1990/unit fee ($27.6 million est.) *
13. Madera Reserve, |i (42.9%) - subject to $800 fee ($127,200 est) **
14. Silverado Hills (43%) no record of fees generated
15. Ventana Canyon (46.5%) - record of $70,000 in fees generated
16. Sabino Springs (65.3%) - subject to impact fees ($799,800 est.)
17. Madera Foothills (66.6%) - subject to $800 fee {$68,800 est)
18. Starr Pass Resort (75.6%) - subject to Environmental enhancement fee
{$19.1 million to County)
19. Coyote Creek (75.7%) - subject to impact fees ($697,500 est.)
20. Canoa (86%) - subject to impact fees ($2.3 million est.)
- other fees of $3 million (golf course)
- subject to RV fees ($1million est.)
- other fees of $44.3 million (2% commercial)
Total revenue to County = $50.7 million
AVERAGE {w/o Canoa proposal) $4 million
AVERAGE { w/ Canoa proposal) $6.4 million

* Rancho Vistoso Bridge Financing Agreement extinguished upon annexation by Oro Valley
** Transportation related impact fees, which do not survive annexation into another jurisdiction.
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RANGE OF FEES PROJECTED BY MAJOR DEVELOPMENT PROJECTS
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La Paloma Estates ($3.1 million)
Agua Dulce ($720,134)

77, Madera Reserve Il ($127,200)
" Ventana Canyon ($70,000)

Rancho Vistoso ($27.6 million)

Quail Creek ($7.5 million)
Sabino Springs ($799,800)
Coyote Creek ($697,500)
Madera Reserve | ($122,400)
Madera Foothills ($68,000)

Summary

No records of fees exist for 6 projects

7 projects have fees of less than $1 million projected

7 projects have fees over $3 million projected

Past fee agreements, such as Rancho Vistoso’s, have been extinguished
by annexation, so projected fees will not be realized.

The Canoa proposal would not change in the event of annexation

At $50.7 million the Canoa proposal is over 12 times greater than

the average of the fees projected by all other projects. Actual collections
will be even greater.




Canoa Ranch Conservation Proposal
June 29, 2000
Page 26

V1. _Stakeholder Alternatives

Throughout the month of April, eleven meetings were held in Tucson and Green Valley to carry
out the Board’s direction to brief interested parties about the Canoa Ranch Conservation
Proposal, and receive formal comments. Alternative proposals were also invited. Specific
responses to eleven sets of documents contributed by stakeholders are found at Attachments
4 and 5. A number of constructive comments were offered which might be raised, discussed,
and considered as part of public hearing process that would take place if the Board were to
pursue the settlement agreement. These comments are highlighted in the responses found at
Attachment 5. Alternatives were offered during meetings in April that depended in part on the
sale of numerous homes priced in excess of $1 million each. This market does not exist in
Pima County. The Green Valley market is even more limited. Landiscor’s Tucson Real Estate
Book lists the sale price of homes in areas currently being developed. The Green Valley
housing market ranges from $100,000 to $250,000. At the $250,000 end of the price range,
very few homes are sold. There is not a market for homes priced from $1 million to $1.4
million, as Alternative proposals assumed. No alternative was submitted by any party that
could be submitted to a rigorous analysis similar to the present proposal. In summary, no
viable development alternatives were presented.

VIl. Compatibility with the Sonoran Desert Conservation Plan

The Sonoran Desert Conservation Plan is keyed to Section 10 of the Endangered Species Act,
which is designed to facilitate resource conservation and protection while balancing the
economic considerations of communities. The Canoa Ranch Conservation Proposal attempts
to strike this balance on the landscape with an 81 percent dedication of natural open space.
Within that vast amount of open space, the most valuable riparian areas, cultural resources
and historic ranch values are completely preserved. Beyond that, the funding for most of the
acquisition, maintenance, restoration and interpretation is generated by the development
project itself. Land that is developed under the proposal is still subject to resource protection
measures in a way that unregulated development is never reviewed. Natural, cultural and
fiscal resources are not only balanced, they are maximized by the underlying concept of the
proposal. To be considered superior on its merits, another proposal would have to result in:

= more than the preservation of 81 percent natural open space,

L] more than the tens of millions of dollars that will be generated in fees to fund acquisition,
restoration, maintenance, and interpretation, and

n a tax base benefit in excess of that which will be generated by a mixed use land plan
that combines residential, recreation and commercial endeavors in a way that minimizes
the footprint made by such activities on the landscape.

The Canoa Ranch Conservation Proposal exceeds the fiscal and natural open space
commitment made in most landscape planning conservation efforts that have taken place
under the Endangered Species Act. It is also notable in that it suggests a way to work around
the limitations and adverse land use consequences caused by State laws that limit the
County’s ability to regulate. A negotiated exaction of 81 percent and a funding agreement for
$42 to $50 million over the course of a quarter century is proof that among ourselves we can
do better than the options presented at the state level. This kind of creativity will be absolutely
necessary to effectively implement the goals of the Sonoran Desert Conservation Plan.
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Biological Resour Protected by the Proposed Canoa Ranch Conservation Proposal

The Canoa Ranch property is located within the watershed planning unit of the Sonoran Desert
Conservation Plan known as the Upper Santa Cruz. Recent studies issued by the biological
consultant who is working with the Science Technical Advisory Team to define the biological
element of the Sonoran Desert Conservation Plan have identified a relatively small number of
plants and animals that are likely to present compliance issues for private and local land
owners in the next decades. Within the entire Upper Santa Cruz watershed subarea:

= Six mammals are included in this group of known priority vulnerable species; five are bats
Six birds are included: the Rufous-winged Sparrow; Swainson’s Hawk; Western Yellow-
billed Cuckoo; Pygmy-owl; Abert’'s Towhee; and Bell’s Vireo.

Two reptiles are included: the Desert Box Turtle and the Giant Spotted Whiptail

Two amphibians are included: the Chiricahua and Lowland Leopard Frog

One type of invertebrate, Talus Snails, is included as a priority vulnerable species

Two plants are included: the Pima Pineapple Cactus and the Tumamoc Globeberry.

From this list, only three species are found in records dating back to the mid-1970s by the
Game ar.d Fish Department “in and around the Canoa Land Grant.” Two of these are plants --
the Pima pineapple cactus and the Tumamoc globeberry. The third species is the Western
yellow-billed cuckoo. A biological evaluation of the Canoa Ranch property, addressing 21
potential special status species, confirmed the presence of Pima pineapple cactus on the
property. These plants will be protected in cooperation with and under the guidance of the
U.S. Fish and Wildlife Service. No suitable bat roosts were present in the project area.
Pygmy-owl! surveys have been conducted regularly and no detections have occurred. In
summary, the area is not especially sensitive in terms of the priority vulnerable species of
concern for the Sonoran Desert Conservation Plan. However, by preserving the highest
resource riparian areas, and a full 81 percent of the area as natural open space, stable
populations can remain stable, and the opportunity to retain a significant landscape of 4,818
acres is achieved, with future opportunities for restoration secured. As a point of comparison,
the 4,818 acres contributed by the Canoa Ranch Conservation Proposal to conservation
purposes is:

L] almost equal to 1/6 of the lands to be acquired for the Balcones preserve, which resulted
from the City of Austin and Travis County Multi-Species Conservation Plan effort;

= approximately 1/5 the size of the entire City of Poway reserve, which is considered one
of the most progressive plans;

n nearly equivalent to 1/3 of the land conserved in the Metro-Bakersfield Habitat
Conservation Plan in Kern County and the City of Bakersfield, California; and

= equivalent to 1/3 of the land that all local jurisdictions combined in the San Diego MSCP
effort were obligated to purchase under the San Diego Regional MSCP.

Viewed on other scales, 81 percent natural open space is a level of exaction not seen in past
projects in Pima County. At 4,818 acres, the Canoa Ranch Conservation Proposal open space
commitment is larger than all but about 25 of the first 217 habitat conservation plan
commitments made to the U.S. Fish and Wildlife Service under the HCP program. Combined
with the funding mechanisms, the relative open space and fiscal commitment surpasses most
habitat conservation plans implemented under the Endangered Species Act.
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VIIl. Options and Process

At least two options are available at this point. The Board could direct staff to proceed with
Condemnation, or direction could be provided to proceed in developing the concepts outlined
in the Canoa Ranch Conservation Proposal settlement.

If the settlement option is pursued, the Canoa Ranch Conservation Proposal could go forward
with three other major plan amendments that will go to the Planning and Zoning Commission.
State law now requires that major plan amendments be heard together. In fiscal year 2000,
four projects involve 500 or more acres. During a study session within a regularly scheduled
meeting, the Planning and Zoning Commission will review the proposed schedule and set the
amendments for public hearing. At a minimum, the Commission would hold one public hearing
to consider and take testimony. The Commission would make a recommendation on the
armendment. At least one public hearing before the Board of Supervisors would be held to
consider and take testimony on each amendment request.

IX._Conclusion

This report and the eight attachments assess the legal and fiscal feasibility of land use options
related to Canoa Ranch in light of the goal of conserving and protecting the highest value
resources on the landscape. It is both legally and financially possible to pursue the Canoa
Ranch Conservation Proposal. This proposal is acceptable to the landowner. The proposal is
fully compatible with the proposed Sonoran Desert Conservation Plan and represents a
completely new concept in evaluating future urban land use proposals. The concept of
balancing interests and aligning incentives results in the greatest benefit to natural, cultural
and fiscal resources.



CANOA RANCH
CONSERVATION PROPOSAL

1 - Residential development reduced
from 9100 units to 2000 units.

2 - Residential development limited
to west of 1-19.

3 - Commercial development east of
1-19 reduced 50 percent.

4 - No build buffer around historic ranch
building increased.

5 - Open Space corridors established
east of I-19 eliminating strip
development appearance.

6 - Washes and riparian areas protected,
all major wash encroachment
eliminated.

7 - Santa Cruz River floodplain donated.

8 - South urban boundary defined.

9 - Historic Canoa Ranch Endowment Fund
established for:

a) Open Space acquisition
b) Historic Ranch Preservation
c) Archeological Resource Protection
d) Neighbarhood Reinvestment
10 - 81 percent of Canoa Ranch remains as

open space.
NATURAL OPEN SPACE

¢ Escondito Wash 88 ac
e Santa Cruz 1356 ac
* Madera Wash 126 ac
* Other West side Washes 70 ac
¢ Pima County Acquisition 3178 ac
*4818 ac
Canoa Ranch 5954 ac
*All Natural Open Space 81%







MEMORANDUM

Date: March 16, 2000

To: The Honorable Chair and Members From: C.H. Huckelberry

Pima County Board of Supervisors County Administéw/

Re: Canoa Ranch Condemnation and Other Options

At the Board meeting of November 16, 1999, staff was directed to prepare Resolutions
of Condemnation for Canoa Ranch. These resolutions have now been prepared. They
cover five distinct and separate areas of Canoa Ranch, ranging from property that can be
developed, to the floodplain of the Santa Cruz River (Attachment 1, sketches only). Itis
likely that each separate and distinct area will have a separate value, as well as separate
public purpose for acquisition. On July 22, 1998, the County commissioned an appraisal
by Sanders K. Solot on Canoa Ranch. The appraised value at that time was $10,480,000.
Looking at market data in the area, 62 land sales occurred in 1999. The sizes of these
land sales ranged from 1.08 acres to 50.15 acres, and prices ranged from $1,443 per acre
to $161,268 per acre. The average size was 11.43 acres and the average price per acre
was $12,042. Given recent sales in the area for RH homesites in both the Elephant Head
and Montana Vista areas where RH or 4.5 to 5 acre lots are selling for $21,000 to
$52,000 per lot, acquisition of Canoa Ranch will be considerably more than the County’s
appraised value of $10,480,000.

Existing revenues that have been identified for acquisition are $2 million from Project SD-8
of the May 1997 Bond Issue, Question 4, and $1.5 million from Project CH-29, Canoa
Ranch Buildings Rehabilitation in the same bond issue. Therefore, a total of $3.5 million
is available for Canoa Ranch. However, $1.5 million has been earmarked for historic ranch
renovation and preservation. Hence, much of this funding is not available for land
acquisition. Presently, at best, $2.0 million is available to purchase Canoa Ranch. Other
open space bonds could be made available for this purpose upon amendment to the
County’s Truth in Bonding Ordinance, Ordinance Number 1997-35, dated May 6, 1997.

Within a short period of time after the Board directed staff to prepare Resolutions of
Condemnation, the property owner, Fairfield Homes, Inc., filed suit against the County for
inverse eminent domain. This action is now pending in Superior Court. The timing and
resolution af this litigation are unknown at this time.
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The Honorable Chair and Members, Pima County Board of Supervisors
Canoa Ranch Condemnation and Other Options

March 16, 2000

Page 2

In order to provide the Board with additional options regarding Canoa Ranch, the attached
report (Attachment 2) entitled Canoa Ranch Conservation Proposal has been prepared and
| believe meets with the general approval of the property owner. The Canoa Ranch
Conservation Proposal proposes development of portions of Canoa Ranch, however at
much less intensity, and establishes a Historic Canoa Ranch Endowment Fund to generate
funds for the purchase of any portion of Canoa Ranch that is not donated by the developer
and remains undeveloped and is subject to long-term preservation and/or conservation.
In essence, limited development of Canoa Ranch (18 percent) and limited investment of
County bond funds ($3.5 million), could preserve 4,659 acres of the Ranch for
conservation purposes and establish an endowment fund to manage and protect the
natural and cultural resources of Canoa Ranch.

| would recommend, if the Board wishes to pursue these matters, either direct
condemnation as previously instructed or the Canoa Ranch Conservation Proposal, that an
executive session be scheduled to discuss these items, including the litigation filed by
Fairfield Homes, Inc. against Pima County.

CHHI/jj
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Attachment 2

Conservation of Historic Canoa Ranch

A Canoa Ranch Conservation Proposal

Summary

Allowing limited development of Canoa Ranch (2,000 residential dwelling units, 800
recreational vehicle spaces, and limited commercial) the proposed conservation development
alternative will allow historic Canoa Ranch to be preserved and protected, the historic
structures restored, archaeological artifacts and features protected, and 81 percent of the
Canoa Ranch property to remain as open space without increasing taxpayer contributions over
and above what voters have already authorized for Canoa Ranch expenditures. Residential
development is reduced by 455 percent and commercial development is reduced by
50 percent over the desired development option of the owner. In addition:

. 1,482 acres of Canoa Ranch will be donated for conservation purposes,

« 3,153 acres will be purchased by a combination of bond funds, County funds and the
Historic Canoa Ranch Endowment Fund,

«  Over $42 million in private revenues will be raised for the conservation of Canoa Ranch
and its perpetual care and management.

Historic Background

Canoa Ranch and its environs comprise a very significant historic site area in Pima County.
It is one of the oldest ranches in the upper Santa Cruz River valley, established along the
route of the Camino Real during the Spanish Colonial period as the San Ignacio de la Canoa
land grant in 1820. The earliest European reference to La Canoa dates to at least 1775,
when Fr. Francisco Garces noted the existence of a Piman rancheria here and referred to it
as La Canoa, its name was derived from a watering trough hewn from a large cottonwood
tree that resembled a canoe. Water was reported to be available at La Canoa, but a short
distance downstream disappeared beneath the Santa Cruz River stream bed before surfacing
again at San Xavier del Bac. This availability of water at Canoa allowed long-term settlement
from prehistoric times to the present, leaving a rich legacy of historic sites and the cultural
traditions that shaped this region’s history. More than 100 prehistoric and historic sites have
been recorded at La Canoa. Its historical values reflect native prehistoric and Piman
settlement, early Spanish exploration and the route of the Juan Bautista de Anza expedition,
its establishment as a Spanish and Mexican land grant, a place of refuge for travelers, as well
as the focus of Apache attacks, and its more recent use as a working cattle and horse ranch,
which operated as a small village and became the social and economic hub of the middle
Santa Cruz valley.

With the establishment of the Juan Bautista De Anza National Trail under the sponsorship of
the National Park Service, and its designation as a Millennium Trail by the Clinton
Administration in 1999, the significance of La Canoa as a campsite of the Anza expedition
is raised to the level of national importance.
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Remaining at the site of the ranch is a complex of 12 buildings constructed from about 1800
to the 1940s. The structures are not all the same architectural style, but reflect two different
periods. The earlier complex is represented by Sonoran adobe structures, flat-roofed, with
porches constructed outside of a large central plaza. The plaza is surrounded by an adobe
compound wall to create courtyard space. At the north end of the complex are the Manning
ranch headquarters buildings built in the 1930s, which are also enclosed by compound walls.
The entire complex presents itself as a once-grand ranch community, complete with
workshops, stables, blacksmith shop, various out-buildings, corrals, and housing and other
amenities for both the workers and ranch owners.

Development Proposals

A number of development proposals have been offered for Canoa Ranch. A Comprehensive
Plan amendment was approved that would have allowed 37,000 dwelling units and would
have resulted in approximately 73 percent of the property totaling 6,600 acres being
developed. On December 7, 1999, the Board approved a modified Comprehensive Plan for
Canoa Ranch that will result, if followed, in no additional dwelling units being constructed and
the entire property being 100 percent preserved. However, the existing_zoning of Rural
Homestead (RH) would allow the development of 1.610 dwelling_units on the property,
regardless of Comprehensive Plan designation. Under the RH zoning, approximately
66 percent of each lot can be developed, graded, or built upon. Therefore, under existing
zoning, well over 70 percent of the land area of Canoa Ranch can be altered. There are no
requirements for conservation or preservation if developed within the existing zoning
classification. Prior to Board adoption of the Option 4 Comprehensive Plan amendment for
Canoa Ranch, the present owners, Fairfield, were most interested in pursuing what had
become known as Option 9 of the various Comprehensive Plan amendments that were before
the Board in December. Option 9 would have allowed 9,100 dwelling units to be constructed
on the property, with 14 percent of the total property of 6,600 acres developed and the
balance of 86 percent preserved. Upon Board approval of Option 4 as a Comprehensive Plan
amendment for Canoa Ranch, the owners of Fairfield filed suit in Superior Court against Pima
County, claiming inverse eminent domain. The Board has directed staff to file a
condemnation proceeding against Fairfield for the entire property. Condemnation acquisition
values range as low as $11 million to $36 million. Itis also possible that the value of $5,000
per acre of non-floodprone land is significantly underestimated, particularly if the property is
split without the benefit of subdivision platting. A sale value of $50,000 to $75,000 per RH
lot would not be unreasonable. Table 1 below summarizes Comprehensive Plan amendments,
existing zoning, developed and preserved acreage for each proposal.

Table 1
Allowable
Land Use Dwelling Units Acres Developed Acres Preserved
Existing Zoning (RH) 1,610 100 percent O percent
Original Comprehensive Plan 37,400 73 percent 27 percent
Amendment
Option 4 (presently adopted) 0 0 percent 100 percent
Option 9 (developer desired) 9,100 14 percent 86 percent
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Litigation Settlement and Conservation Compromise

In order to settle the inverse eminent domain litigation filed b
direct condemnation authorized by the Board, a compromise is proposed. This compromise
is identified as the Conservation Proposal and substantially reduces the development intensity
of the original Option 9. In addition, the Proposal increases the amount of property preserved
and proposes funding mechanisms for acquiring the undeveloped portion of Canoa Ranch
without additional taxpayer support. Key provisions of the Conservation Proposal are:

Y the owner, and the County’s

. Residential development will be limited to 2,000 units instead of

9,100, a reduction of
455 percent.

* Al residential development will be confined to west of Interstate 19.

* Proposed commercial areas in Option 9 will be reduced in size east
reduction of approximately 50 percent.

of Interstate 19, a
*  An 800 space recreational vehicle park is aillowed near the Canoa rest area.
*  Golf course development is limited to west of Interstate 19.

* A "no build development” buffer is expanded around historic Canoa Ranch.

. Large open space view corridors extending east/west, eliminating the strip development
effect east of Interstate 19 are established.
»  Light poliution restrictions proposed by Whipple Observatory are included.

«  Strict architectural design controls will be imposed for all development east of
Interstate 19 and all development will be limited to one story.

Table 2 below summarizes Option 9A:

Table 2
Land Use Allowable Dwelling Units Acres Developed Acres Preserved
Conservation Proposal 2,000 west of Interstate 19; 19 percent 81 percent

commercial limited east of
Interstate 19

Public Acquisitions of Historic Canoa Ranch

With the development compromise, the 81 percent of Canoa Ranch that will be preserved will
be publicly acquired in the following manners:

{(March 14, 2000)
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Historic ranch property and buildings will be acquired using voter-authorized bonds
approved in the bond election of May 1997. The property will be acquired at appraised
value (25 acres).

Since isolated commercial development is not related to the floodplain of the Santa Cruz
River and occurs in only three isolated areas on the west side of the floodplain east of
Interstate 19, there is no requirement that the land be dedicated to the County without
cost. However, in the compromise Conservation Proposal the developer will donate this
property to Pima County (1,356 acres).

Madera Wash floodplain (126 acres) will be donated by the developer under the same
terms by which the Santa Cruz River floodplain is donated.

Escondido Wash will be dedicated to the County as a condition of development. Since
the development occurs adjacent to this wash, under the Conservation Proposal the

developer will be required, as a condition of development, to donate this floodplain to
Pima County.

For the balance of undeveloped property (approximately 3,153 acres) the County will pay
the developer $5,000 per acre under the terms outlined in the Historic Canoa Ranch
Endowment Fund (subject to appraisal establishing minimum vaiue of $5,000 per acre).

The developer agrees to establish a Historic Canoa Ranch Endowment Fund and collect
fees as outlined in the description of the fund and deposit fees in the fund for a period
of not less than 25 years.

The County agrees to install flood protective works to protect the historic Canoa Ranch
buildings and the historic water ditch collection works for Canoa Lake.

Historic Canoa Ranch Endowment Fund

The County and developer agree to establish the Historic Canoa Ranch Endowment Fund.
Proceeds from the Fund shall be used for four purposes:

1.

Acquisition, protection, and enhancement of the historic ranch and undeveloped, non-
donated or dedicated Canoa Ranch property.

Restoration of historic ranch buildings, including on-going maintenance and operation of
an Historic Canoa Ranch Center.

Archaeological investigation and interpretation of archaeological features on the
undeveloped and/or donated and dedicated property.

Neighborhood reinvestment and stabilization of stressed communities.
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Funds for the Historic Canoa Ranch Endowment Fund shall be derived by:

. levying a 2 percent fee on all commercial transactions that take place on non-
residential Canoa Ranch development, including but not limited to all retail sales, golf
fees;

. levying a 2 percent surcharge on each recreational space rental:

* a $100 per acre foot per year severance fee assessed on any groundwater pumped
for irrigation of golf facilities, which can be avoided by entering into an agreement
with Pima County to construct an upstream wastewater reclamation tacility to use
reclaimed water for golf course irrigation;

« any Transportation Impact Fees assessed against any development in Canoa Ranch.

In year 5, should the annual collections of the Historic Canoa Ranch Endowment Fund not
accumulate at a rate sufficient to have $12 million in revenues within the first ten years of
the fund as identified in Schedule X, then an additional fee equivalent to 1 percent of the
value of each residential unit sold will be assessed and deposited in the fund.

At present the estimated revenue from the Endowment Fund is estimated in the following five
year increments:

1. b5 years - $ 3,232,000
2., 10years - $12,604,000
3. 15years - $22,404,000
4. 20 vyears - $32,204,000
B, 25 years - $42,004,000

Acreage Summary

1. Overall acreage is 5,954 acres.

2. Total zoned areais 1,006 acres west of the freeway, 88 acres for the Escondido Wash,
and 200 acres east of the freeway, for a total of 1,294.

w

1,482 areas of floodplain are donated to Pima County.

4. 3,153 acres of non-floodprone property are purchased primarily through the Historic
Canoa Ranch Endowment Fund.

(March 14, 2000)
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BOARD OF SUPERVISORS MEETING 1%

MARCH 21, 2000

EXECUTIVE SESSION

Pursuant to A.R.S5. §38-431.03(R)(4), for legal advice and
direction concerning the County's legal position and the
possibilities and parameters for settlement discussions in
Fairfield Canoa Ranch v. Pima County Superior Court, Case
No. 336450. .

CODE:

SB Sharon Bronson, Chair

RG  Raul Grijalva, Vice Chair
MB  Mike Boyd, Member

RC Ray Carroll, Member

DE Dan Eckstrom, Member

Staff:
KR Katharina Richter, Deputy Civil County Attorney

SB Let the record show that all members are Present. We had on
executive session item, Mr. Huckelberry, Ms. Richter.

KR Madam chair, members of the board you had one executive item
concerning Fairfield Canoa Ranch v. Pima County which is a
superior court case currently pending in Pima County
Superior Court. There was a proposal discussed concerning
the possibilities what the County's legal position is in the
particular and also the possibilities of a settlement of
that lawsuit and the parameters for that lawsuit.
Essentially... the County Attorney is asking for direction
whether you wanted to pursue those discussions with the
owners of the Fairfield Canoa. Ranch.

SB What's the pleasure of the Board?
RG  Madam Chair.

SB Supervisor Grijalva

RG  Yeah I ... I would like to a ... to make a motion to
instruct the County Attorney and Mr. Huckelberry on some
particulars relative to the discussion that we had in
executive session. The first being that in thirty days that

s regarding

|
we have a legal review/opinion and recommendation




RC

SB

the proposed negotiated for lack of a better word settlement
that is presented to us in the memorandum that Mr.
Huckelberry sent us. The reason for that request and for
that motion is that the concern that I hope the board shares
is how legally binding is anything we do in perpetuity with
regards to Canoa Ranch. So the first issue is a legal
issue, the other part of the motion is baving to do with a
--. Canoca Ranch that rezoning and what we've been through in
last five to six years a ... is ... is a one that's an issue
shared by many stakeholders in this community. I think
withing the next thirty days there should be ample
opportunity for input and discourse on the part of variety
of stakeholders that have been involved in this issue for up
*0 six years. My motion is within thirty days or sooner,
vhat's up to Mr. Huckelberry's timing that there be meetings
arranged for stakeholders to be not only briefed but have an
opportunity to present formal reactions and input into the
proposal that Mr. Huckelberry has brought before us number
one. Number two, that we then have the legal review of both
content and opinions relative to the Parameters that are
outlined by Mr. Huckelberry in the memorandum that he sent
the board. That's my motion madam Chair.

Second.

There's a motion and a second on the floor. T would ... I
could on the stakeholder issue make sure we include Amigos,
Arizona Open Land Trust, and I think is it ASARCO now or
Grupo Mexico? But include the mining operations down there.
Okay there is a motion and a second is there further
discussions? Are there any objections? Hearing none motion
carries unanimously.






10.

11.

CANOA STAKEHOLDERS MEETINGS
April 3, 2000
130 West Congress 10th Floor; 3:00 to 5:00 (agenda and sign-in sheet attached)

April 4, 2000
Green Valley Planning and Zoning Committee; 9:00 a.m.

April 6, 2000
130 West Congress 10th Floor; 3:00 to 5:00 (agenda and sign-in sheet attached)

April 10, 2000
130 West Congress 10th Floor; 3:00 to 5:00 (agenda and sign-in sheet attached)

April 11, 2000
130 West Congress 6th Floor; 3:00 to 5:00 (agenda and sign-in sheet attached)

April 12, 2000
130 West Congress 10th Floor; 3:00 to 5:00 (agenda and sign-in sheet attached)

April 17, 2000
130 West Congress 10th Floor; 3:00 to 5:00 (agenda and sign-in sheet attached)

April 18, 2000
Green Valley Realtors, Multiple Listing Service Meeting

April 18, 2000
130 West Congress 10th Floor; 3:00 to 5:00 (agenda and sign-in sheet attached)

April 19, 2000
130 West Congress 10th Floor; 3:00 to 5:00 (agenda and sign-in sheet attached)

April 20, 2000
Green Valley Coordinating Council; 9:00




PROPOSED AGENDA
CANOA STAKEHOLDERS MEETING

April 3, 2000

1.  Introductions

Role in Canoa land use decision process; what is your stake?

2. County Staff Proposal
Financial feasibility
Conservation value
Implementation / legal feasibility
3. Alternatives Proposed by Stakeholders
Financial feasibility
Conservation value

Implementation / legal feasibility

4, Discussion of Future Meetings
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PROPOSED AGENDA

CANOA STAKEHOLDERS MEETING

April 6, 2000
1. Intreductions
2. Brief _Summary of Last Meeting
3. In put and discourse on County Staff Proposal

" Financial feasibility
Conservation value

implementation / legal feasibility

Discussion of Future Meetings — Alternatives Proposed by Stakeholders

Financial feasibility
Conservation value

Implementation / legal feasibility
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PROPOSED AGENDA
CANOA STAKEHOLDERS MEETING

April 10, 2000

1. Introductions

2.  Reguests for Information - April 6th Meeting
A. Topic of accuracy in representation

-- Recorded meeting
-- Written comments

B. Archaeology report
C. Fiscal reports
D. Canoa report

E. Funding mechanism -- binding legal language

3. Alternatives Proposed by Stakeholders
Financial feasibility
Conservation value

Implementation / legal feasibility

4, April 11 Meeting -- Room Change

Next meeting -- conference room on the 6th floor
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PROPOSED AGENDA
STAKEHOLDERS MEETING

April 11, 2000

1. Introductions

2. Alternatives Proposed Stakeholder

Additional Information from Amigos de Canoa, Joe Olles, Nancy Williams

A. Conservation value -
Additional species of concern from Rob Kulakofsky

B. Financial feasibility

C. Implementation / legal feasibility

3. Litigation Settiement Proposal -- Comment and Discussion
A. Commercial aspects
B. Conservation value --
A. Biological

B. Water
C. Cultural

C. Implementation / legal feasibility

4. April 12 Meetin
Next meeting -- conference room on the 10th floor

Requests for Information

Written comments from stakeholders
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DISCUSSION TOPICS
CANOA STAKEHOLDERS MEETINGS

130 W. Congress 10th Floor (3:00 - 5:00 pm)

April 17, 2000

Cuitural Resources

April 18, 2000

Biological Resources

Alternative -- Nancy Williams

April 19, 2000

Comments on Proposals
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11.

STAKEHOLDER CONTRIBUTIONS

Letter to Whipple Observatory
October 26, 1999 letter re: agreement on lighting guidelines, submitted during
stakeholders meetings

Memorandum from Green Valley Community Coordinating Council
January 6, 2000 memorandum re: development issues on Canoa Ranch, submitted
during the stakeholders meetings

Memorandum and Addendum from Mr. Joe Olles
April 9, 2000 comments and alternative proposal
April 17, 2000 alternative proposal

Memorandum from Ms. Nancy Williams
April 16, 2000 comments and alternative proposal

Letter from Mr. and Mrs. James P. Nordstrom
April 19, 2000 letter

Comments from Ms. Mikel Shilling
April 20, 2000 comments
April 26, 2000 comments

Sahuarita Unified School District Letters
April 20, 2000 ietter from the Superintendent
April 26, 2000 letter to the Superintendent

Letter from Mr. Rob Kulakofsky
April 21, 2000 comments and proposal

Letter from Dr. Tom Sheridan
April 25, 2000 comments

Letter from Mr.