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CITY OF MARTINEZ CITY COUNCIL AGENDA 
 October 19, 2011 
 

TO: Mayor and City Council
 

FROM:    
 

Michael Chandler, Senior Management Analyst
 

SUBJECT: North Pacheco Annexation Tax Sharing Agreement 

DATE: October 14, 2011
 
 
RECOMMENDATION: 
 
Adopt resolution approving Property Tax Exchange and Sales Tax Apportionment Agreement with 
Contra Costa County for North Pacheco Annexation to the City of Martinez.  
 
BACKGROUND: 
 
The City Council held a public hearing on January 19, 2011 to consider annexation of a portion of 
Contra Costa County referred to as North Pacheco.  The Council took several actions at the public 
hearing (and, as respects the Municipal Code revisions, at the February 2, 2011 Council Meeting), 
necessary for LAFCO to process the annexation, including: 
 

 Adopted a Negative Declaration; 
 Amended the Martinez General Plan (John Muir Parkway Specific Area Plan) Land Use Map 

to show the annexation area within the City limits and the new associated designations; 
 Amended the Zoning Ordinance to include new designation P-1 (Planned Unit Development) 

to allow for Contra Costa County’s Planned Unit Development designation and approved 
Planned Developments to be incorporated into the City’s Zoning Ordinance and Map; 

 Amended the Zoning Map to show the annexation area within the City limits and the new 
Zoning Districts for the annexation area; 

 Approved pre-zonings and General Plan Land Use designations of the properties to be 
annexed; and 

 Directed staff to submit an application to the Local Agency Formation Commission 
(LAFCO). 

 
Before LAFCO can deem the annexation application complete and schedule the public hearing for the 
Commission’s consideration of the annexation, the City and Contra Costa County must reach formal 
agreement on the tax exchange between the parties.   Staff first initiated discussions in March 2010 
with the County Administrator’s Office regarding the “tax sharing” agreement, and has met with the 
County a total of eight times to finalize the terms.   
 
The parties agreed to apply the same calculations for property tax exchange as those expressed in the 
Master Property Tax Transfer Agreement (County Resolution 80-1373, adopted on December 2, 
1980, and included as Attachment B); however, the parties also opted to negotiate several terms  
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outside the scope of the master agreement, which added to the length and complexity of the process, 
but ultimately resulted in terms beneficial to the City.  In particular, the City achieved agreement with 
the County on the City’s retention of 55% of the sales tax in North Pacheco, with 45% going to the 
County on a permanent basis.   
 
In exchange for the sales tax advantage in North Pacheco, the City has agreed to allow the County to 
continue processing, for a period of up to 5 years from the effective date of annexation, the residential 
developments in the northwest portion of North Pacheco consisting of the Belmont Terrace/KB 
Homes project of 110 homes (SD-8984), of which aproximately 75% have been completed; a 20-lot 
development owned by First National Bank with tentative map approved and infrastructure built (SD-
7418); and an 8-lot development owned by William Kelleher, with tentative map approved (SD-
8944).  
 
The County has invested years of effort on these developments; approved the maps, entitlements, and 
conditions; and allowing the County to see these projects through to completion – within a reasonable 
timeframe – makes sense.  This action also satisfies two developers (O’Brien Homes and Kelleher) 
whose respective legal counsels requested no additional impacts on their projects result from the 
annexation.  A City zoning map depicting the locations of the aforementioned developments is 
included as Attachment C.  
  
The County plans to follow the Council’s action by adopting its tax sharing resolution for the North 
Pacheco annexation at its October 25, 2011 Board Meeting.  Once LAFCO has received copies of 
both the City and the County’s adopted resolutions, LAFCO will be able to schedule the annexations 
upon the City’s request, subject to a requisite 21-day public noticing period for all affected 
landowners, registered voters within the annexation area, and those within 300 feet of the annexation 
area.  LAFCO meets once each month on the 2nd Wednesday.  Due to the lengthy noticing 
requirements, the first available LAFCO hearing date will be Wednesday, December 14th.  LAFCO’s 
Executive Director informed the City that the earliest that LAFCO could record and file the 
annexation with the State Board of Equalization (SBOE) for property and sales tax reporting purposes 
is 30 days thereafter.   
 
If the effective date of annexation is in 2012 (provided that it is prior to December 1, 2012) as is 
anticipated, the annexed area will not be reflected on the SBOE rolls until July 1, 2013, for property 
tax purposes.  However, sales tax will begin accruing to the City upon the effective date of 
annexation.  Each year thereafter, the City will be responsible for reporting to the County the sales tax 
revenues it receives from the annexed area during the preceding tax year.  The County will in turn 
reduce the City’s share of property tax revenues by an amount equaling 45% of the sales tax revenue 
received by the City from the annexed area during the preceding tax year. 
 
FISCAL IMPACT: 
 
A. Property tax estimates from the July 2010, Annexation Analysis Final Report were based 

upon the expected application of the Master Tax Sharing Agreement and projected to be 
$13,510 per year.  The City and County have agreed to use this figure as the basis (from the 
first full month after the effective date of annexation) for the Property Tax revenue that the 
City will receive from the County prior to the SBOE recognizing the area on its rolls for 
Martinez on July 1, 2013, with payments due to the City by June 30, 2012 and June 30, 2013. 
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B. Sales tax estimates from the July 2010 EPS report at annexation were based on an expected 

50%-50% split between City and County.  Although the City will receive 55% of the sales tax 
revenues per this agreement, staff anticipates the revenue estimate of $25,000 per year at 
annexation remains accurate.       

 
 ACTION: 
 
Motion to adopt resolution approving Property Tax Exchange and Sales Tax Apportionment 
Agreement with Contra Costa County for North Pacheco Annexation to the City of Martinez.  
 

 

APPROVED BY:  
   City Manager 
 
 
 
Attachments: 
 
A. Resolution approving Property Tax Exchange and Sales Tax Apportionment Agreement 
B. Master Property Tax Transfer Agreement 
C. Zoning Map Depicting County-retained Developments 
 
 



RESOLUTION NO. -11 
 

APPROVING PROPERTY TAX EXCHANGE AND SALES TAX APPORTIONMENT 
AGREEMENT WITH CONTRA COSTA COUNTY FOR THE NORTH PACHECO 

ANNEXATION TO THE CITY OF MARTINEZ  
 
 

WHEREAS, Section 99 of the Revenue and Taxation Code provides 
that the City and Contra Costa County shall agree by resolution 
to exchange property tax revenues among themselves and any 
affected agencies in the event of a jurisdictional change; and 

 
WHEREAS, the North Pacheco Annexation (LAFC 11-05) involving 
annexation of territory to the City of Martinez is excluded from 
the application of the Master Property Tax Transfer Agreement, 
County Resolution 80-1373 adopted December 2, 1980 (“Master 
Agreement”) between the City and the County because the assessed 
value of the affected territory exceeds $10,000,000 and the 
sales tax revenue from the affected territory exceeds $5,000 per 
year; and 
 
WHEREAS, the City of Martinez and the County have agreed that, 
notwithstanding the amount of the assessed value and the sales 
tax revenue generated in the territory of the subject 
annexation, the Master Agreement shall apply to the annexation; 
and 
 
WHEREAS, the City of Martinez and the County, in anticipation 
that the annexation will facilitate future economic 
revitalization of the proposed annexation area, have agreed to a 
City of Martinez 55% and County 45% sales tax apportionment; and 
 
WHEREAS, the application of the Master Agreement shall be 
subject to the condition that the total amount of the property 
tax revenues the City is to receive in any tax year after the 
effective date of the annexation shall be reduced by an amount 
equal to 45% of the sales tax revenue received by the City 
during the preceding tax year from the area annexed; and  
 
WHEREAS, the total amount of sales tax received by the City 
during the preceding tax year, as specified above, shall be 
reported to the County Auditor-Controller by August 1 of each 
year, and the Auditor-Controller shall have the right to audit 
the City’s books to verify such amount; and 
 
WHEREAS, the City and the County, in recognition of the time, 
effort, and expenses that the County has invested in development 
projects in the proposed annexation area, have agreed that the 
County will retain, for a period of up to 5 years from the 



effective date of annexation, responsibility for processing of 
building permits and associated fees for subdivisions SD-8984, 
SD-7418, and SD-8944 in the annexation area; and 
 
WHEREAS, the North Pacheco Annexation (LAFC 11-05) will be 
recorded and considered complete after January 1, 2012, and the 
City of Martinez responsible for services at time of completion 
and recording, resulting in the State Board of Equalization 
(“SBOE”) processing the annexation; and 
 
WHEREAS, the SBOE will reflect the annexation immediately for 
sales tax reporting purposes, but not until July 1, 2013 for 
property tax reporting purposes; and  
 
WHEREAS, in consideration of the delay in property tax reporting 
by the SBOE, the parties have reached agreement whereby the 
County will provide the City a pro-rated portion of the annual 
property tax estimated for the City at annexation of $13,510 in 
the July 2010, Annexation Analysis Final Report for Fiscal Year 
2011-12, and the full portion for Fiscal Year 2012-13; and 
 
WHEREAS, the City desires to enact the terms stated below based 
on the City’s understanding that the County will adopt a 
resolution enacting the same terms and conditions of agreement 
as set forth by this Resolution at a meeting of the Board of 
Supervisors on a later date.  
 
NOW, THEREFORE, BE IT RESOLVED by the City Council of the City 
of Martinez that, (1) in accordance with Section 99 of the 
Revenue and Taxation Code, the property tax transfer for the 
affected agencies in the area of the North Pacheco Annexation 
(LAFC 11-05) shall be in accordance with the Master Property Tax 
Transfer Agreement, and (2) all sales and use tax revenue 
collected by the City from the North Pacheco Annexation Area 
shall be apportioned 55% to City and 45% to County on a 
permanent basis, and (3) the County will retain responsibility 
for processing building permits and associated fees for 
subdivisions SD-8984, SD-7418, SD-8944 within the annexation 
area for a period of up to five years from the effective date of 
annexation, and (4) the County will, until the State Board of 
Equalization corrects the property tax roll to reflect the 
annexation, by June 30, 2012, provide the City a pro-rated 
portion, and, by June 30, 2013, provide the City a full portion 
of the City’s annual share of property tax from the first full 
month following the effective date of annexation, using the 
amount of $13,510 per year as estimated in the July 2010 
Annexation Analysis Final Report as the basis; and 
 



BE IT FURTHER RESOLVED that, the enactment of this resolution is 
contingent upon the adoption of a resolution by the County Board 
of Supervisors setting forth the same terms and conditions of 
agreement between the City and County and shall only take effect 
upon the adoption of the County’s resolution enacting these same 
terms and conditions of agreement between the City and County. 
 
 

* * * * * * 
 
I HEREBY CERTIFY that the foregoing is a true and correct copy 
of a resolution duly adopted by the City Council of the City of 
Martinez at a Regular Meeting of said Council held on the 19th 
day of October, 2011, by the following vote: 
 
AYES:  
 
NOES: 
 
ABSENT:      

  
  
 
 RICHARD G. HERNANDEZ, CITY CLERK 

      CITY OF MARTINEZ  
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