COUNTY OF SAN JOAQUIN

MONICA NINO
County Administrator
Office of the County Administrator
ROSA LEE
County Administration Building Assistant County Administrator

44 North San Joaquin Street, Suite 640
Stockton, California 95202-2778
(209) 468-3203, Fax (209) 468-2875

November 26, 2014

Board of Supervisors
County Administration Building
Stockton, CA

Dear Board Members:

Approve Master Annexation Agreement with City of Manteca
for the period December 2,2014 to December 1, 2021

Recommendation

It is recommended that the Board of Supervisors approve and authorize the Chairman to execute
the master annexation agreement with the City of Manteca for the period December 2, 2014 to
December 1, 2021.

Reason for Recommendation

In order to process annexation applications, State law requires that an agreement be in place
between the requesting city and the County to specify how the existing property tax in the area to
be annexed will be redistributed. Agreements can be negotiated individually for each annexation
or a “master” agreement can be put into place to facilitate the approval process. In San Joaquin
County, master agreements between the County and each of the cities facilitated annexations
from 1996-2003 and from 2005-2012. The most recent version of the master annexation
agreement was approved in 2012 for a 7-year term by the cities of Escalon, Lathrop, Ripon, and
Tracy. At the time, the cities of Lodi, Manteca, and Stockton elected not to renew the master
annexation agreement along with the other cities.

In November 2014, the County was contacted by the City of Manteca indicating interest in
approving the master annexation agreement for a 7-year period, with the same terms and
conditions as the other participating cities. Following are the main provisions:

Property Tax Allocation

For most annexations, reallocated property taxes will continue to be shared in the ratio of
80% County and 20% City. Consistent with the previous agreement, annexations that do not
involve detachment from a fire district may have an adjusted sharing ratio in consideration of
the property tax that is retained by the fire district. Annexations for the cities of Escalon and
Ripon, based on lower populations, will continue to have a sharing ratio of 63.4% County
and 36.6% City, until such time as their respective populations reach a specified level.
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Exclusions

The master annexation agreement will also continue to exclude areas: where the County
receives transient occupancy tax (TOT); where gross taxable sales exceed $1 million per
year; or that involve more than fifty (50) acres of County-owned property. Note: These areas
are not precluded from annexation, but agreements will need to be separately negotiated on a
case-by-case basis given the significant impacts to the County.

As indicated, the cities of Escalon, Lathrop, Ripon, and Tracy approved master annexation
agreements in November 2012, with terms ending July 2019. The proposed agreement with the
City of Manteca runs for a similar term of 7 years (expires in 2021), and would leave only Lodi
and Stockton without a master annexation agreement.

It is possible that agreements could be developed with the remaining two cities and be presented
for Board consideration at a later date. Also upon approval of this agreement, offers will be made
to the Cities with agreements to see if they would like to extend to 2021. In the meantime, if
annexation proposals are received from a city lacking a master annexation agreement, County
staff will work with affected City staff expeditiously to avoid unnecessary delays. However, the
effort required to review and evaluate each annexation proposal separately, outside of the master
agreement process, will likely affect the timelines for processing these requests. Cities have been
advised of the potential timeline implications of not having a master annexation agreement in
place.

Fiscal Impact

There is no net County cost to approve the master annexation agreement. There will be a savings
in County staff time from not having to evaluate and process each annexation request separately.

Action to Be Taken Following Approval

The Chairman will execute the master annexation agreement and the Board Clerk will distribute
a copy to the City of Manteca. Staff will continue to maintain contact with the remaining cities
should they wish to adopt the master annexation agreement in the future.

Very trfily yours,

bUAALG ) lcuAd”
Monijca Nino
Co Administrator

MN:RK:abm

Enclosure — Master Annexation Agreement
c¢:  County Counsel
Auditor-Controller
Local Agency Formation Commission Executive Officer
Community Development Director
Manteca City Manager
Board Clerk for 12/02/14
BL12-02




Before the Board of bllpEl'VlSOl‘S

County of San Joaquin, State of California

B-14-__ 702

MOTION: Bestolarides/Villapudua/4-

- Approve Master Annexation Agreement with the City of Manteca
for the Period December 2, 2014 to December 1, 2021

December 1, 2021.

[}

I'HEREBY CERTIFY that the above order was passed and adopted on December 2, 2014 by
the following vote of the Board of Supervisors, to wit:

AYES: Villapudua, Bestolarides, Ruhstaller, Elliott-
NOES: ' None
ABSENT:  yogel

ABSTAIN: MIMI DUZENSKI

Clerk of the Board of Supervisors
County of San Joaquin
State of California

None

COB (12/87)
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County of San Joaquin & City of Manteca
Agreement for Property Tax Allocation upon Annexation

A_1 A %
ALY\ ”

AGREEMENT entered into this 2™ day of December, 2014 by and between the City of Manteca,

hereinafter referred to as "CITY” and the County of San Joaquin, heremafter referred to as
“COUNTY”;

PREAMBLE:

CITY and COUNTY acknowledge that both CITY and COUNTY have increasing service
responsibilities with restrained revenue resources. There is no consensus between CITY and
COUNTY regarding the analysis of local government funding issues arising from annexations.
CITY and COUNTY each have their own distinctive and differing perspectives on costs and
revenues generated by annexed areas. However, there is a statutory requirement for a Property
Tax Allocation Agreement for the Local Agency Formation Commission to annex land.

WITNESSET

H

WHEREAS, Article 13A, Section 1 of the Constitution of the State of California limits ad

valorem taxes on real property to one percent (1%) of full cash value; and

WHEREAS, Chapter 6 of Part 0.5 of Division 1 of the Revenue and Taxation Code
.) provides for the allocation of property tax revenues; and

WHEREAS, CITY and COUNTY must have an agreement for the allocation of property tax
revenues upon annexation.

NOW THEREFORE, in consnderatlon of the premises and the following terms and
conditions, the parties hereto agree as follows:

1. DEFINITIONS. The words and phrases in this Agreement shall have meanings as set
forth below:

A. “Annexation Property Tax Base” shall mean the Base Year sum of the ad valorem
" tax allocated to Detaching Special Districts, as defined herein, and to COUNTY
within the area being annexed.

B. “Detaching Special Districts” shall mean those political subdivisions organized
pursuant to the laws of the State of California whose functions within the area
- being annexed are terminated and/or assumed by CITY.

C. “Detachment” shall mean the removal from a special district of any portion of the
territory of that special district.
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D. “Base Year” shall mean the assessed valuation applicable to the property and
improvements within the area being annexed at the time the application for
annexation is submitted to the Local Agency Formation Commission (LAFCo).

E. “Incremental Growth” shall mean the total increase or decrease in the property
tax base over the base year within the annexed area.

PROPERTY TAX ALLOCATION.

Upon each annexation, property tax allocation shall be determined pursuant to one of
the following provisions:

A,

For annexations that involve Detachment from a fire district, CITY and COUNTY
shall, upon each annexation that, in whole or in part, involves Detachment from a
fire district, share in the Annexation Property Tax Base and all Incremental
Growth thereof pursuant to the ratio of 20% CITY and 80% COUNTY for all
portions of the annexation that involve Detachment from a fire district.

For annexations that do not involve Detachment from a fire district, CITY and
COUNTY shall, upon each annexation that, in whole or in part, does not involve
Detachment from a fire district, share in the Annexation Property Tax Base and
Incremental Growth thereof, for all portions of the annexation that do not involve
Detachment from a fire district, as follows:

i. Consolidated fire districts established prior to June 15, 1996, pursuant to the
ratio of 20% CITY and 80% COUNTY.

ii. Consolidated fire districts established between June 15, 1996 and June 15,
2003, pursuant to the ratio of 15% CITY and 85% COUNTY.

iii. Consolidated fire districts established subsequent to June 15, 2003, pursuant
to the ratio of 10% CITY and 90% COUNTY.

For annexations by the cities of Escalon and Ripon only, notwithstanding
Subsections 2A and 2B, CITY and COUNTY shall, upon each annexation, share in
the Annexation Property Tax Base and all Incremental Growth thereof pursuant to
the ratio of 36.6% CITY and 63.4% COUNTY, until such time as the current
population of CITY, based on the most recent estimates published by the
California State Department of Finance, exceeds 18,000.

For the City of Tracy 2003 Gateway annexation only, CITY and COUNTY, from the
date of this agreement forward, shall share in the Annexation Property Tax Base
and all Incremental Growth thereof pursuant to the ratio of 15% CITY and 85%
COUNTY.

APPLICATION OF AGREEMENT.

A. Term. The provisions of this Agreement shall apply to all pending and future

annexations from the effective date of this Agreement through December 1, 2021,
unless otherwise terminated under Section 10.
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B. Effective date. The effective date of property tax allocation for each annexation
shall be determined in accordance with Government Code Section 54902 and any
succeeding statutory provisions. Currently, statements of boundary change must
be filed with the State Board of Equalization on or before December 1 of the year
immediately preceding the year in which property taxes are to be shared.

C. Future property taxes. The provisions of this Agreement would also apply to any
property exempt from ad valorem taxes which subsequently became taxable
within the area to be annexed.

D. Terms of subsequent agreements. Except as noted in Section 2, property tax
share allocated to CITY from future annexation areas will be no lower than any
other city in San Joaquin County with the same criteria.

4. JOINT REVIEW.
CITY and COUNTY may jointly review COUNTY property tax records from time to time
or as requested by CITY to verify accurate distribution under the Agreement.

5. EXCLUSIONS.

A. The Agreement shall not apply to proposed annexation areas where the COUNTY
is currently receiving transient occupancy tax (TOT) revenues. Annexation
agreements for areas where the COUNTY is currently receiving TOT revenues will

. be individually negotiated between the COUNTY and CITY to address the potential
TOT loss to the COUNTY.

B. The Agreement shall not apply to proposed annexation areas where gross taxable
sales, subject to sales and use taxes, exceed $1 million in the most recent year
that taxable sales data is available from the State Board of Equalization or any
other State successor organization that may provide taxable sales information.
Annexation agreements for areas containing over $1 million in taxable sales will
be individually negotiated between the COUNTY and CITY to address the potential
sales and use tax loss to the COUNTY.

C. The Agreement shall not apply to annexations that, in whole or in part, include
more than fifty (50) acres of COUNTY owned property. Such annexations will be
considered under separately negotiated and mutually beneficial annexation and
development agreements.

6. REGIONAL COOPERATION.
In consideration of the unique and mutual funding difficulties of both CITY and
COUNTY, CITY and COUNTY will jointly develop and seek to implement changes in
their activities which will improve the cost effectiveness of service delivery by both
CITY and COUNTY, including but not limited to consolidation of services between
governmental agencies and inter-agency contracting for services.

7. COUNTY CAPITAL FACILITIES FUNDING.
CITY recognizes the importance of regional services and facilities provided by the
COUNTY for all residents of the entire COUNTY.
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CITY shall contribute to COUNTY's funding for regional facilities by adopting or
renewing a County facilities fee ordinance and resolution enacting and implementing
the County Capital Facilities Fee (CFF) Program. In accordance with the requirements
of Government Code Sections 66000 et seq., CITY shall adopt this ordinance and
resolution prior to or concurrent with execution of this Agreement.

URBAN DEVELOPMENT COOPERATION.

A rational pattern of urban land uses is a common goal of CITY and COUNTY, as
expressed in their respective General Plans. The efficient construction of urban
infrastructure and the delivery of municipal services require cooperation between
COUNTY and CITY within areas designated for urban development, specifically CITY'S
Sphere of Influence.

A. County General Plan Policy. COUNTY affirms the policies expressed in its General
Plan that support concentration of additional major urban development within
urban centers.

B. Urban Planning and Development Cooperation. The preparation of land use and
infrastructure plans within CITY’S Sphere of Influence, consistent with statutory
guidelines, is encouraged. COUNTY shall refer all [and use applications requiring
discretionary approval within CITY’S Sphere of Influence to CITY for review and
comment.

C. Capital Facilities Funding and Cooperation. CITY and COUNTY will cooperate in the
development of infrastructure plans within CITY'S Sphere of Influence. Relative to
areas for which CITY and COUNTY have jointly adopted master plans for
infrastructure and, upon request by CITY, COUNTY will schedule an Area
Development Impact Fee (ADIF) for public hearing. This ADIF will incorporate
CITY development impact fees that are specifically required to support jointly
planned infrastructure. COUNTY shall cooperate in the construction of capital
facilities thus funded.

COMMUNITY SERVICE FACILITIES

A. Siting of Community Facilities. CITY and COUNTY recognize the importance of
community services provided by COUNTY and other providers and also the
importance of these services being convenient to residents of COUNTY making use
of these services. Accordingly, as a part of the land use planning and pre-zoning
for proposed municipal annexations, CITY will cooperate with COUNTY to identify
community service needs of the local community and, where appropriate, work
with COUNTY to locate potential sites for these community services facilities.

B. CITY may elect to adopt or add to existing development impact fees in lieu of
providing community service facility sites. Such fees may be administered within
CITY or may be included as a component of the above-mentioned County Capital
Facilities Fee.

TERMINATION.
This Agreement may be terminated, by any party hereto, upon six (6) months written
notice which termination shall terminate the agreement for each and every party.
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Said termination shall not affect annexations for which the LAFCo Executive Officer
has issued a certificate of filing prior to the end of the six (6) month termination

period.

GOVERNING LAW AND ATTORNEYS’ FEES.

This Agreement shall be construed and enforced in accordance with the laws of the
State of California. Should any legal action be brought by either party because of any
default under this Agreement or to enforce any provision of this Agreement, or to’
obtain a declaration of rights hereunder, the prevailing party shall be entitled to
reasonable attorneys’ fees, court costs and such other costs as may be fixed by the
Court. The standard of review for determining whether a default has occurred under
this Agreement shall be the standard generally applicable to contractual obligations in

California.

NOTICES.

Any notice of communication required hereunder among CITY and COUNTY must be

in writing, and may be given either personally, by telefacsimile (with original

forwarded by regular U.S. Mail) or by Federal Express or other similar courier
promising overnight delivery. If personally delivered, a notice or communication shall
be deemed to have been given and received when delivered to the party to whom it is
addressed. If given by facsimile transmission, a notice or communication shall be
deemed to have been given and received upon actual physical receipt of the entire
document by the receiving party’s facsimile machine. Notices transmitted by facsimile
after 5:00 p.m. on a normal business day or on a Saturday, Sunday, or holiday shall
be deemed to have been given and received on the next normal business day. If
given by Federal Express or similar courier, a notice or communication shall be
deemed to have been given and received on the date delivered as shown on a receipt
issued by the courier. Such notices or communications shall be given to the parties at

their addresses set forth below:
To CITY (City Manager):

Karen L. McLaughlin
Administration Building

1001 W. Center St.

Manteca, CA 95337
Telefacsimile: (209) 923-8960

To COUNTY (County Administrator):

Monica Nino

County Administration Building
44 N. San Joaquin St., Ste. 640
Stockton, California 95202-2931
Telefacsimile: (209) 468-2875

With Copies To (City Attorney):

John D. Brinton

McFall, Burnett and Brinton

165 St, Dominic’s Drive, Suite 202
Manteca, CA 95337
Telefacsimile: (209) 823-7651

With Copies To (County Counsel):

David Wooten

County Administration Building
44 N. San Joaquin St., Ste. 679
Stockton, California 95202-2931
Telefacsimile: (209) 468-0315
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Any party hereto may at any time, by giving ten (10) days written notice to the other
parties, designate any other address or facsimile number in substitution of the
address or facsimile number to which such notice or communication shall be given.

SEVERABILITY. )

If any provision of this Agreement is held invalid, void, or unenforceable but the
remainder of this Agreement can be enforced without failure of material consideration
to any party, then this Agreement shall not be affected and it shall remain in full force
and effect, unless amended by mutual consent of the parties. Notwithstanding this
severability clause, each subsection of Section 2 Property Tax Allocation and Section
5 Exclusions, Is material and substantial and the failure of said subsection is the
failure of material consideration, causing the agreement to be void from the date that
the subsection is held invalid.

FURTHER ASSURANCES.

Each party shall execute and deliver to the other party or parties all such other
further instruments and documents and take all such further actions as may
reasonably necessary to carry out this Agreement and to provide and secure to the
other party or parties the full and complete enjoyment of its rights and privileges
hereunder.

CONSTRUCTION.

All parties have been represented by counsel in the preparation of this Agreement
and no presumption or rule that ambiguity shall be construed against a drafting party
shall apply to interpretation or enforcement hereof. Captions on sections and
subsections are provided for convenience only and shall not be deemed to limit,
amend, or affect the meaning of the provision to which they pertain.

OTHER MISCELLANEOUS TERMS.
The singular includes the plural; the masculine gender includes the feminine, “shall”
is mandatory; “may” is permissive.

TIME.
Time is of the essence of each and every provision hereof.

COUNTERPART.
This agreement may be executed in counterpart agreements, binding each executing
party as if said parties executed the same agreement.
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement.

RECOMMENDED FOR APPROVAL:

Karen L. McLaughlin (@) Morﬂ mo

City Manager ‘ : County dministrator

CP%FA@NTE/GM (/7 ﬂ ; COUNTY OF SAN JOAQUIN

< ! .

1) ) L o s

v b 2 G T MWK YAV — 1.2/5/ 2004

Willie W. Weatherford Robert V. Elliott ’/

Mayor A . _ Chairman, Board of Supervisors
- Approved as to Form _ ' Appfoved as to Form

John D. Brinton ¥
City Attofney

1

D\ ATTEST: Mimi Duzenski
..~ Clerk of the Board of Supervisors

ATTEST: Joann L. Tilton
City Cler_‘k, MMC

. ‘




