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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 an Auto 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. 36 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 Scenario 1- Scenario 2 —
Central Fire Retained | Detached from Central Fire
Property Tax Allocation
County of Santa Clara 11.3% 13.8%
City of San Jose 9.8% 15.9%
Central Fire District 12.7% 0.0%
County of Santa Clara Library 0.0% 0.0%
Other Taxing Agencies 66.3% 70.3%
Total 100% 100%
Annual Impact to San Jose
Property Tax Revenues $123,000 $201,000
Other Revenues $442.,000 $442.000
Total Revenues $565,000 $643,000
Fire Protection Expenses $35,000 ' $195,000
Other Expenses $249,000 $249.000
Total Annual Expenses $284,000 $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



Local Agency Formation Commission of Santa Clara County

November 15, 2010

Joseph Horwedel, Director

Planning, Building, and Code Enforcement Department
City of San Jose

200 East Santa Clara Street, Tower, 3" Floor

San Jose, CA 95113

Re:  San Jose’s Proposed Annexation of the Cambrian No. 36 Island without I_)etachment
from the Santa Clara County Central Fire Protection District

Dear Mr. Horwedel:

Based on the City Council action taken on October 26, 2010 regarding the Cambrian No. 36 island
annexation, it appears that the City intends to annex Cambrian No. 36, but not detach it from the
Santa Clara County Central Fire Protection District. As we indicated at prior meetings (on
September 8 and September 22) with staff from the City and the Fire District, we have several
concerns with the City’s proposal to not detach the island from the Fire District. We would like
to bring these issues to the City’s attentzon S0 that they are c0n51dered pmor to the City’s Emal
decision on Cambrian No. 36.

Ideally, annexation of islands should result in less confusion in service provision, increased
governmental accountablhty, and more efficient and effective provision of land use pianmng and
development services. However, we believe that the City’s proposed approach of annexing
Cambrian No. 36 without concurrently detaching from the Fire District, in many ways would result
in the ‘opposite. For example,

* Accountability for the provision of fire protectlon service including for establlshmg level of
service, and long term planning for the city will rest with the City/ City Council, whereas
the Fire District/ Board of Supervisors will be responsible for fire service in Cambrian No.
36 even though it is located within the City.

* Despite annexation to the City, residents and landowners will continue to have to deal
with more than one local government agency (i.e. the City of San Jose for all municipal
services except fire service and the Fire District for matters relating to fire service)

Cambrian No. 36 is not unique in the sense that there are potentially many areas within the City
for which the quickest response may be from an adjacent fire department. Such situations are
commonly dealt with through automatic aid agreements between fire departments throughout
the county. The City’'s decision to address this issue in Cambrian No. 36 by not detaching the
area from the Fire District is highly unusual and unprecedented and may have unforeseen or
long-term consequences as described in the following scenarios:

Scenario #1: A precedent is set and other communities scheduled to be annexed to the City also
decide that they would prefer to remain in the Fire District, resulting in more inefficiencies and
service confusion long-term. Special arrangements/protocol will need to be established for

70 West Hedding Strect » 11th Floor, East Wing » San Jose, CA 95110 » (408] 299-5127 » (408} 295-1613 Fax » www.santaclaralafco.ca.gov

COMMISSIONERS: Pete Constant, Do Gage, Liz Kniss, Margaret Abe-Koga, Susan Vickiund-Wilson
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EXECUTIVE QFFICER: Neelima Palacherla



dispatching fire and emergency medical response personnel to such areas and for conducting
annual building inspections. Conducting development review and/or issuing building permits
may become more complicated in such areas.

Scenario #2: The City of San Jose decides after many years that it would like to provide fire
protection service to Cambrian No. 36 and more comprehensively plan for the area. In order to
do this, the City would like the area detached from the District. However, landowners and
registered voters successfully protest the proposed detachment and thus the area remains in the
Fire District complicating the City of San Jose’s efforts to do long-term planning for the area.

Scenario #3: The City of Campbell decides to contract with another fire service provider, and
terminates its contract with the Fire District. Cambrian No. 36 remains in the Fire District, but the
District no longer has any fire stations nearby to serve the area. Therefore, the Fire District must
contract with the City of San Jose or another provider for service to the area or detach the area
from the Fire District at that time.

These are just some of the potential scenarios that would cause difficulties for the City of San
Jose, the community, the Fire District, and LAFCO, should they occur.

LAFCO supports the annexation of islands and island annexations provide a unique
opportunity to fully address the inherent inefficiencies of the islands. However, annexing
Cambrian No. 36 without detaching it from the Fire District would result in the area
continuing to be an island in terms of fire service provision, planning and development
review, governmental accountability, and representation.

Rather than leaving the area within the Fire District, we encourage the City to consider other
options such as detaching from the Fire District and formally contractmg with the Fire District
for fire service in this area. A contract could allow for desired service levels, while also providing
greater transparency for all affected parties, greater long-term flexibility for the City, greater
accountability and more direct representation for the community. We respectfully request that
the City address this issue prior to making a final decision concerning Cambrian No. 36.

Please contact me at (408) 299-5127 or neelima. palacherla@ceo.scegov.org should you have any
questions. Thank you for your time and consideration.

Sincerely,
WM

Neelima Palacherla, Executive Officer

Ce: Debra Fzgone, City Manager, City of San Jose : '
Ken Waldvogel, Fire Chief, Santa Clara County Central Fire Protectlon District
LAFCO Members
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County of Santa Clara

Finance Agency
Controller-Treasurer Department

County Government Center

70 West Hedding Street, East Wing 2™ floor
San Jose, California 95110-1705

(408) 299-5200 FAX 289-8629

November 16, 2010

Mr. Joe Horwedel  _ . -~

Director, Planning, Building and Code Enforcement Deparbaent
City of San Jose

200 East Santa Clara Street
Tower, 3rd Floor
San José, CA 95113-1905

Dear Mr. Horwedel,
Re: Cambrian 36 Annexation

We learned from your office that the City is considering the annexation of the above mentioned
area without detaching the area from Central Fire’s service area. As such, the annexation cannot
proceed with the simplified process set forth in the master property tax allocation agreement
between the County and City, the “Resolution of Agreement Pursuant to Revenue and Taxation
Code Section 99 for Exchange of Property Tax Revenues For Territories Affected By a
Jurisdictional Change” executed back in November 1979 (Master Agreement). This is because the
tax rate allocations upon which the Master Agreement is based assume that the City will provide
fire service for any annexed territory.

The Master Agreement does not address situations where the Cify does not provide fire service.
Therefore, the procedures listed in Revenue & Taxation Code Section 99(b) apply in this situation,
and the tax rate allocations must be negotiated. We enclose Attachment A - the flowchart of the
annexation procedures per R&T Section 99(b) — for your reference.

Per LAFCO's request, our office had provided some preliminary fiscal analyses regarding the
proposed annexation with scenarios of detaching & without detaching the area from Central Fire's
service area, that are subject to revenue negotiations.

We suggest the following options for your consideration that will avoid lengthy negotiation
process and ensure revenue neutrality for all other taxing jurisdictions.

1. Annex the area in accordance with the Master Agreement:

We suggest the area be detached from Central Fire's service area, like all other annexations
that you have processed. The annexation will therefore be covered by the Master Agreement

Board of Supervisors: Donald T. Gage,George Shirakawa, Dave Cortese, Ken Yeager., Liz Kniss
County Executive: Jeffrey V. Smith
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and there will be no revenue negotiation necessary. The City will have 16% revenue share in
the area and will be required to provide fire service. It is then your option to subcontract the
fire service to Central Fire. (Please see Option 1 of Attachment B)

2. Annex the area with procedures pursuant to R&T Code 99(b):

If the City chooses not to detach the affected parcels from Central Fire's service area, the
County will coordinate the meetings with Central Fire and the other districts for the revenue
negotiation process. In view of the high sensitivity of this annexation, the County, for this
particular situation, will work with you to seek an approach to speed up the negotiation
process. For example, the City can opt to receive only the share County Library used to
receive. The benefit of this approach will then have no fiscal impact to other jurisdictions but
the City will have 3% revenue share in the area. (Please see Option 2 of Attachment B). Since
other taxing jurisdictions would not be affected, the only approvals required for this allocation
would be résolutions from the City Council and the County Board of Supervisors. If the City
will not take one of the above options, the County will work with you and explore other
alternatives to avoid or minimize the impact to the other taxing jurisdictions.

Please review and call or email us if you have questions. Thank you.

Sincerely,

Vinod K. Sharma
Finance Director, County of Santa Clara

Enclosures:
Attachment A: Property Tax Exchange Process Flowchart per R&T 92
Attachment B: Options of Tax Exchange for this particular annexation

cc:
Gary Graves, Executive, County of Santa Clara
Debra Figone, City Manager, City of San Jose
Neelima Palacherla, Executive Officer, Santa Clara LAFCO




%

a1eq Buljid Jo ao0N Jo
sAep g LI

ANTWIIHOVY HOVYEY LON Od STIONIDY JNINSINOV HOVEHY SAIONIDV IWI01
“ ]
lane soupny BuiAalanay Jo _ 7Y
sAep 0g UIYNM ayeq Bulid jo 2o1j0N jo

sAep 0g UIYHM

(p)ss L9y 1ad wom_a ul Juswsalbe Buleys Xe} Jsjsew ou s| alsy) alsUpn

(syuswiyoels(] @ suonexauuy) SSI00NUd IDNVHOXI XVL ALN3Id0¥d
WUV HY



(2) Wam wwng sisAleuy 3UBYS Xe /S0 1501 L TSISATRUY XUUY UBLGWEO\'S Ul 3114 [E1USD UBLGWEB\IES-00 Y NSSS00)d-gavXe | AUadoId\ILONS

000°240°T $ 1 000000000°T 0007240°T % |000000000°T Q00°440°1 0000000C0'T
ovz'est 96EZETHFL D 080°641 £95€97991'D oFTSET OEETETHL0 SO
086'991 8T ITOGETD - - 086991 88%TF0CST 0 | 1°ON PU0Z UOTIMO0IT 14 (B
088448 EHOTSOESC 088248 £HOVSIEE0 088248 EHOVE9LE'0 SPLISIP [00YPS
aso'ge 0 |zemesoseoe | ooz ¢ o |@owessssro - : - T T ssofweg
- - - - 08087 LET6P0920°0 Arexqr Aumoy eer) wues
088'gFT ¢ |7g59ezeere : 0L8'8%T ¢ §lzssogzeero - | | osemrr ¢ |zeseczecro _ o Apmop eren epres  x0e-41 L00-19
POy ogey méu&m. amoury oneEy .w.ﬂﬁ.mﬂr.w JUINOVIY oney wgﬂm
porelmST JWHHE 350 | Xel, VY 1504 parewinsy | Xel IV¥g sod poyewnsy | Xel JVyd 190d
Ivya sod AVyd 380g
ma.muﬂumd muwuumwwdq YL ._..m YILL, wioxg
samuade rago (1o 03 poedurt je &y 0L
ou ‘sys0d Ay [fe Je2q [5 :uonenodau .oumm 1eR3wad
I YPEIR(] SUOTIRXIULTE TRULION UOTERXIIMNIY-0X ]
UOGEXoUMy 50 UOQEXIUUY-3S0]
guondo 1 uondp
000°£L0°T §

[ATwo 20019V H.E] (q3moxd renuwue 9,7 pouansse) Xe ], oL ZI-LL0ZAIL

"€00-19 VL 1 payedo] sfaored o3 pandde aq [rim 3daouod repuns (oL 10feus 3UR)£00-19 VL U0 paseq Ao stsATewe spyy ,
4 JuouIyoeny STEATEUY UONEXJUUY UeLIqUIEy pesodol] 950] Ueg JO AJLy




FIRE DEPARTMENT
SANTA CLARA COUNTY

14700 Winchester Blvd., Los Gatos, CA 95032-1818
{408) 378-4010 » (408} 3789342 (fax} » www.sceld.org nternationaly Accredied

Ageney

December 3, 2010

Willie McDonald, Fire Chief
San Jose Fire Department
170 West San Carlos Street
San Jose, CA 95113-2005

Chief McDonald,

Recently the Executive Director of LAFCO issued a letter expressing the organization’s
concerns regarding the proposed annexation by San Jose of the Cambrian No. 36 area.
LAFCO has taken issue, for a number of reasons, with the concept of allowing the area
to remain in the Central Fire Protection District.

This letter is to recap the results of a meeting held on November 5%, attended by you
and I, along with our respective staff representatives, The meeting topic was S%ecific to
the provision of fire service to the Cambrian 36 area following annexation by the City of
San Jose.

County Fire's understanding following that meeting is that San Jose would process the
annexation in the normal fashion, including detachment from the Central Fire District,
and that County Fire would continue to serve the area through a service contract with

the City.

As we have expressed since the outset of discussions between our agencies, County Fire
is willing and able to continue service to the Cambrian 36 pocket; our expectation is that
our revenue stream would be preserved. While those goals could be achieved ina
number of ways, I believe we agreed that a contract between San Jose and County Fire
would provide the best outcome for all effected parties.

I look forward to continuing dialog leading toward a contract for service.

Sincerely,

Kenneth L. Waldvogel
Fire Chief

KLW:jmt

San Jose Cambrian/ jmt/12.02.10
Organized as the Santa Clara County Central Fire Protection District

Serving Sante Clara County and the communities of Comphbell, Cuperilne, Los Altos,
Los Altos Hills, Los Gatos, Monte Sereno, Morgan Hill, and Saratoga




