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SUPPLEMENTAL

SUBJECT:CAMBRIAN NO. 36 REORGANIZATION/ANNEXATION TO THE CITY
OF SAN JOSE OF AN APPROXIMATELY 103 GROSS ACRE COUNTY
ISLAND CONSISTING OF APPROXIMATELY 320 PARCELS
GENERALLY BOUNDED BY CENTRAL PARK DRIVE TO THE NORTH,
STATE HIGHWAY 17 TO THE WEST, CAMDEN AVENUE TO THE
SOUTH AND UNION AVENUE TO THE EAST.

REASON FOR SUPPLEMENTAL

This memorandum transmits the Administration’s updated recommendation that the City of San
Jose annex the Cambrian No. 36 pocket, detach the area from all special districts, and enter into a
service agreement with County Fire for the provision of fire service to the subject area.

In addition, since the Council action of October 26, 2010, several new letters have been
submitted by public agencies. This memorandum transmits to the City Council and provides
staff’s response to the attached letters. The subject of the letters is San Jose’s Proposed
Annexation of the Cambrian No. 36 Island with and without detachment from the Santa Clara
County Central Fire Protection District.

BACKGROUND

On October 26, 2010, the City Council voted 7-3-1 (Councilmembers Constant, Kalra, and
Campos opposed; Chu absent) to adopt a resolution initiating proceedings and setting December
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7, 2010, at 7:00 p.m. for a public hearing on the reorganization of territory designated as
Cambrian No. 36 for the purposes of (1) the annexation of the territory; (2) the detachment of
same from the appropriate special districts, County Lighting, West Valley Sanitation, and Area
No. 01 (Library Services) County Service; and (3) the retention of the area within the Central
Fire District of the Santa Clara County Fire Department.

ANALYSIS

The reports prepared for the Council meeting of October 26, 2010 recommended initiation of the
annexation and included analysis of four options for the provision of fire services in the future
upon annexation to San Jose. It is the Administration’s aim to provide the same or higher level of
service than the area currently receives as a result of annexation to San Jose. It was concluded
that the Santa Clara County Fire Department was best suited to continue to serve the area from
their two closest fire stations with response times in line with City of San Jose level of service
targets.

The remaining question was which of the following arrangements was most appropriate for
County Fire to serve an area within the boundaries of the City of San Jose.

No Detachment from Central Fire: This option maintains the area within the
Central Fire District (no detachment) with the Santa Clara County Fire Department
providing first response as occurs today. (Original Administration Recommendation)

San Jose with Service Contract with County Fire: Under this option, the City
would enter into a contract for services with the Santa Clara County Fire Department,
similar to what Campbell would do if they were to annex the area.
(Alternative/Current Administration Recommendation)

San Jose with Auto Aid: This option would detach the area from the Central Fire
District with the Santa Clara County Fire Department providing first response in
accordance with anAuto Aid agreement.

The concept of not detaching the Central Fire District at the time of annexation did raise some
concerns with LAFCO staff as noted in their letter. As noted in this memo, staff is
recommending that the annexation include full detachment from the Fire district based on the
better information provided and continued discussions with the County Fire District
administration with respect to a service agreement. This would result in no fire service changes
to the subject area.

A "Study of Fiscal Impacts of Proposed Cambrian No. 3 6 Unincorporated Island Annexation"
prepared by Keyser Marston Associates concluded that keeping the area within the Central Fire
District was preferable financially to the Service Contract Option. As indicated in the table
below, the greater portion of tax revenues the City would receive in the event of Detachment is
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offset by the cost of providing fire service in contract with County Fire or by the City itself.
There would be a very minimal additional cost to providing fire service if the area was not
detached from Central Fire, as County Fire would continue to receive tax revenue in the form of
a special assessment.

TABLE

Proper ,ty Tax Allocation
County of Santa Clara
City of San Jose
Central Fire District
County of Santa Clara Library
Other Taxing Agencies
Total

Annual Impact to San Jose
Property Tax Revenues
Other Revenues
Total Revenues

Fire Protection Expenses
Other Expenses
Total Annual Expenses

Scenario 1-
Central Fire Retained

11.3%
9.8%
12.7%
0.0%
66.3%
100%

$123,000
$442,000
$565,000

$35,000
$249,000
$284,000

Scenario 2 -
Detached from Central Fire

13.8%
15.9%
0.0%
0.0%
70.3%
100%

$201,000
$442,000
$643,000

$195,000
$249,000
$444.000

Net Annual Revenues $281,000 $199,000

PUBLIC AGENCY CORRESPONENCE

In summary, the letter from the LAFCO Executive Officer does not indicate opposition to the
City of San Jose’s annexation of the Cambrian No. 36 Pocket but expresses a number of
concerns with annexation without the concurrent detachment from the Central Fire District as it
is highly unusual and unprecedented and may have unforeseen or long-term consequences.

The City also received correspondence from the County Controller’s Office dated November 16,
2010 indicating the non-detachment from the Fire District necessitates the complete renegotiation of
the City-County Tax Sharing Agreement. Following discussion with the Controller, the County
acknowledged that the tax concern is more focused and indicated a willingness to negotiate a
separate tax sharing agreement for this annexation.

The current Master Tax Sharing Agreement executed in November 1979 established how
property tax revenues are allocated under different circumstances and that the non-detachment
from the Fire District was not contemplated. In discussions with the County Controller, they
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acknowledged the unique circumstances in this annexation and a willingness to create a new tax
sharing agreement rather than relook at the larger tax sharing agreements created in an era where
annexations were generally of vacant land awaiting development vs. fully developed
neighborhoods served by the County with urban services.

The County Fire Department provided a letter dated December 3, 2010 stating they are prepared to
continue serving the pocket area and that they would prefer the annexation proceed with detachment
and a service agreement with the City. The County Fire Department is scheduled to continue to
receive property tax revenues for the next year as the subject annexation was not concluded in early
November. Fire staff from the City and the County have met to work through the points of this
agreement.

CONCLUSION

City staff has considered the short term and long term issues with detachment and non-detachment
and after continued discussions between the relevant agencies has concluded that the detachment
should occur in this annexation as is typical with annexations. Previous reports to the Council stated
staff’ s recommendation for the annexation of the Cambrian No. 36 pocket, with a co-equal
preference for detaching from the District or keeping the area within the County Fire District.

The Administration is prepared to respond to the issues raised in these and other letters as well as the
public testimony that might be provided at the hearing.

/s/
JOSEPH HORWEDEL, DIRECTOR
Planning, Building and Code Enforcement

For more information contact Laurel Prevetti at 535-7901.

Attachments:LAFCO Letter
County Controller Letter
County Fire Letter
















