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CITY OF MARTINEZ
CITY COUNCIL AGENDA


May 20, 2009
	TO:
	Mayor and City Council



	FROM:   


	Karen L. Majors, Assistant City Manager  Community and Economic             
Development


	SUBJECT:


	Fiscal Impact Report on Proposed Alhambra Valley Annexation


	DATE:
	May 13, 2009


RECOMMENDATION: 
Discuss report and consider actions recommended by staff.
BACKGROUND: 
A year ago LAFCO completed the state mandated municipal service review (MSR) for communities and special districts in Contra Costa County.  A major section of the report addressed agencies that provide water and wastewater services and discussed the number of water service accounts outside current city boundaries including Martinez. In 1987, the City of Martinez developed a process to allow the City of Martinez to provide water service to residences outside the City’s boundaries but inside the City’s water service area boundary. Many of these service accounts were approved with a required deferred annexation agreement pursuant to Resolution No. 169-87.  LAFCO has asked the City of Martinez to annex the properties subject to the outstanding deferred annexation agreements.  

In response to this request the City retained the services of CH2MHill to provide the City with land use and municipal service information necessary to prepare an application to LAFCO to annex properties subject to deferred annexation agreements.  CH2MHill’s work was presented to the City Council in December, 2008.  At that meeting the City Council directed staff to look at including areas of Alhambra Valley that are not subject to deferred annexation agreements in order to reduce the “unincorporated pockets” and to look at the fiscal implications of the proposed annexations.  The City retained Economic & Planning Systems to prepare the fiscal impact analysis.  The report is attached.

The City Council Annexation Sub-Committee met with staff on April 28, 2009 to review and discuss the initial estimates and projections.  They provided valuable input and comments that are reflected in the final report.

The fiscal impact analysis is based on two assumptions:

· Property Tax estimates are based upon the current Master Tax Sharing Agreement between the City of Martinez and Contra Costa County dated December 18, 1980.  Staff met with County staff and they indicated that this formula would still be the basis of negotiation.

· Revenue and Expenditure projections would be determined for two time frames; 1) at annexation; and, 2) at build out.

 The following are the key findings of the report:
· Following annexation, General Fund expenditures required to serve the proposed Alhambra Valley  will exceed the revenue generated from this area

· The estimated fiscal shortfall will decrease as new residential development occurs in Alhambra Valley based upon conservatively estimated buildout.

· Potential annexation benefits could be realized by the City to the extent that costs can be minimized or revenues maximized.

· Annexed properties will contribute towards the repayment of the Measure H Park Bonds.

FISCAL IMPACT: 
After careful review of the EPS Report, especially the revenue and expenditure analyses on Tables 1 and 2, staff recommends that the City only move forward with the annexation of Area A of the proposed Alhambra Valley annexation.  Area A includes the majority of the deferred annexation agreements. Based upon a conservative build out assumption, Area A will reach “fiscal breakeven” with the construction of 51 single family residential units that have already been approved by Contra Costa County. 
There is limited development potential in Areas B (Millthwait/Gordon) and Area C (Wanda Way/East of Alhambra Valley Road).  Without new development, the current Property Tax Sharing Agreement does not provide sufficient property tax revenue to support the municipal services that will be needed to serve these 2 areas.  
ACTION: 
Based upon the EPS Report, staff recommends: 1) moving forward with the annexation of the Alhambra Valley Area A, 2) authorizing staff to meet with LAFCO staff and their Board to discuss the proposed annexation, and 3) allocating up to $25,000 to retain a qualified consultant to prepare the required CEQA documentation necessary to accompany the formal LAFCO application.
Attachments:
1) Annexation Analysis of Alhambra Valley Area – prepared by EPS( including exhibits and Tables 1 and 2)
APPROVED BY:
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