County of Santa Cruz

COUNTY ADMINISTRATIVE OFFICE

701 OCEAN STREET, SUITE 520, SANTA CRUZ, CA 95060-4073
(831) 454-2100 FAX: (831) 454-3420 TDD: (831) 454-2123

SUSAN A. MAURIELLO, J.D., COUNTY ADMINISTRATIVE OFFICER

April 9, 1999

AGENDA: April 13, 1999

BOARD OF SUPERVI SORS
County of Santa Cruz
701 Ccean Street
Santa Cruz, CA 95060

PROPERTY TAX EXCHANGE
LAFCO NO. 819- RIVERSIDE DRIVE REORGANIZATION

Dear Menbers of the Board:

Attached is a Resolution which provides for a property tax exchange
for the above reorgani zation and a nmap showi ng the affected area.
The fact that the property associated with this annexation consists
of 94 acres of vacant |land which is pre-zoned for industrial uses
makes this annexation inconpatible with the exchange called for in
the "Quidelines for Master Property Tax Exchange."

Accordingly, we have negotiated an exchange which is consistent
W t h:

1. the many possible uses of the property and their
varying revenue potential; and

2. the spirit of the "Qiidelines for Master Property
Tax Exchange".

In this regard, the "Quidelines" provide for an even division of
the general fund revenues derived from allocated property taxes.
Qur negotiated tax exchange is based on an even division of general
fund revenues regardless of source through a variable property tax
exchange which is linked to the point of sale revenues produced on
the property.
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If only ancillary point of sales revenues are produced on the
property, then the property tax exchange provided for in the
"Quidelines" would be used. |If significant new point of sales
revenue are produced, then the Gty of Wtsonville's amount of
al l ocated property taxes would be reduced on the basis of a 50¢ for
each dollar of point of sales revenue produced on the property.

Possible Uses

The property which is the subject of this annexation is vacant |and
adj acent to Hghway 1 and north of Wst Beach Street. The property
is pre-zoned for industrial wuses. The City of Wtsonville's
i ndustrial zoning provides for a broad range of possible uses which
woul d generate only a limted anount of sales tax which would be
ancillary to the primary purposes of the enterprises. W believe
that these uses are consistent with the property tax exchange
provided for in the "Cuidelines."

However, in sonme instances the allowable wuses in the CGty's
i ndustrial zoning involve enterprises which produce high end sales
tax revenue. For exanple, the Public Wrehousing would probably
include high end sales tax producers such as Costco, HomeDepot,
Fry's, or a lunber yard, wth no special use permt. Wth the
appropriate use permt a broad range of other uses are possible
including auto dealers, recreation vehicle sales, service stations
and eating and drinking businesses. W believe that such uses
require a sharing of their extraordinary revenues in a nanner
consistent with the sharing of allocated property taxes provided
for in the "Cuidelines".

Ancillary Sales Tax

In order to resolve the issue of the anobunt of ancillary point of
sale revenue which would trigger the revenue sharing arrangenent
di scussed in the preceding, we have reviewed with the Director of
Finance for the Gty of Watsonville the revenues which are produced
by Watsonville's existing industrial developnents which include a
broad range of farm services, instrunent manufacturers, parts
manuf actures, fabricators and industrial suppliers. As a result of
this review we have concluded that it would not be unreasonable to
expect ancillary revenue of approxinmately $300, 000 per year in 1999
dollars without a major high end sales tax producer such as Costco
or HomeDepot. We are recommending that the property tax exchange
set at $300,000 in point of sale revenue has the threshold for
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triggering the revenue sharing component of the recomended
property tax exchange.

Recommended Exchange

The reconmended exchange is based on values after the shift to the
Educati onal Revenue Augnentation Fund (ERAF) and is described in
the material which foll ows.

1. If, in any year, the point of sale revenues produced on the
property are less than an aggregate of $300,000 in 1999
dollars, then allocated property taxes would be allocated as
provi ded bel ow

A The Gty wll receive 50% of the County General
Fund property tax revenue and the County wll
retain 50%

B. The County General Fund will receive 100% of the
property tax revenue from County Service Area No.
9, GCounty Service Area No. 11, and Santa Cuz
Resource Conservation District.

C. The City will receive 0% of the County Library Fund
property tax revenue while the Library Financing
Authority agreenment is in effect and 100% of County
Li brary Fund property-tax revenue when the Library
Fi nanci ng Authority Agreenent ends.

D. The City will receive 100% of the County Fire Fund
property tax revenue.

2. If, in any year, the point of sale revenues produced on the
property exceed an aggregate of $300,000 in 1999 dollars, then
al l ocated property taxes would be all ocated as provi ded bel ow

A The total amount of property tax revenue allocated
to the Gty of Watsonville would be reduced by 50¢
for each dollar of point of sale revenue generated
on the property above $300,000 in 1999 doll ars.

The attached resolution provides that in accepting this property

tax exchange the Cty of Witsonville agrees, that upon request of
the County, Watsonville will have its independent auditors exam ne

06
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and certify to the County the anount of point of sale revenue
generated on the annexed property during the nost recent cal endar
year and this certification shall be wused in determining the
distribution of all allocated property taxes to the Cty of
Watsonville in the next fiscal year.

The concepts enployed in the property tax exchange descri bed above,
i.e., the sharing of point of sale revenues through a variable
exchange of allocated property taxes, are a variation of concepts
previously enployed by the annexation of commercial and industrial
zoned property to the cities of Scotts Valley and Capitola.

Recommendation

It is RECOMVENDED that your Board adopt the attached resolution
providing for the property tax exchange outlined above LAFCO 819.

Very truly yours,

Susan A Mauriello
County Adm nistrative Oficer

Attachnments

cc: Gty of Watsonville
Auditor Controller
County Counsel
LAFCO
Ceneral Services
County Service Area No. 11 (PCOSCS)
Departnent of Public Wrks
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BEFORE THE BOARD OF SUPERVISORS
OF THE COUNTY OF SANTA CRUZ, STATE OF CALIFORNIA

RESOLUTION NO.

On the Mdtion of Supervisor
duly seconded by Supervisor
the following resolution is adopted

RESOLUTION ACCEPTING NEGOTIATED CHANGE OF
PROPERTY TAX REVENUES PURSUANT TO
CALIFORNIA REVENUE AND TAXATION CODE SECTION 99

WHEREAS, California Revenue and Taxation Code Section 99
requires that each city or county or the county on behalf of
special districts included in a governnental reorganization or
jurisdictional change accept a negotiated change of property tax
revenues; and

VWHEREAS, the governing parties of all agencies whose service
areas would be altered by the jurisdictional change referred to in
Exhibit "A™ have met to determine the allocation of property tax
revenues; and

WHEREAS, the County of Santa Cruz agrees to accept the
negoti ated change of property tax revenue as provided for in
Exhibit "A";

NOW THEREFORE, BE |IT RESOLVED that the County of Santa Cruz
hereby accepts the negotiated change of property tax revenues as
provided for in Exhibit "A'" as required by California Revenue and
Taxation Code Section 99; and

BE | T FURTHER RESOLVED AND ORDERED that the Cerk of the Board
shall forward a copy of this Resolution to the Santa Cruz Auditor-
Controller; and

BE |IT FURTHER RESOLVED AND ORDERED that the Santa Cruz
Auditor-Controller is directed to disperse property tax revenues as
provided for in Exhibit "A" upon receipt of a copy of this

April 8, 1999
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Resolution and a concurring resolution of any affected
any.

PASSED AND ADCPTED by the Board of Supervisors of
of Santa Cruz, State of California, this day of

cities; if

t he County

14

1999, by the follow ng vote:

AYES: Supervi sors
NCES: Supervi sors
ABSENT: Supervi sors
Chair of Said Board
ATTEST:

Clerk of the Board

APPROVED AS TO FORM

County é?o,unsel

CC: County Admnistrative Ofice
LAFCO
Assessor
County Counsel
Audi t or-Control | er
Departnent of Public Wrks
Pajaro Valley Fire Protection D strict
POSCS

April 8, 1999
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EXHIBIT A

RESOLUTION ACCEPTING NEGOTIATED CHANGE OF
PROPERTY TAX REVENUES PURSUANT TO
CALIFORNIA REVENUE AND TAXATION CODE SECTION 99

Description

Ri verside Drive Reorganization(LAFCO No. 819)

Property Tax Exchange

1. If, in any year, the point of sale revenues® produced on the
property are less than an aggregate of $300,000 in 1999
dollars®, then allocated property taxes would be allocated as
provi ded bel ow.

A The Gty wll receive 50% of the County GCeneral
Fund property tax revenue and the County wll
retain 50%.

B. The County GCeneral Fund will receive 100% of the
property tax revenue from County Service Area No.
9, County Service Area No. 11, and Santa Cruz
Resource Conservation District.

C. The Gty will receive 0% of the County Library Fund
property tax revenue while the Library Financing
Authority agreenment is in effect and 100% of County

! The exchange of property taxes is based on property tax
revenues after the shift to the Educati on Revenue Augmnentation Fund
( ERAF) .

2 Poi nt of Sale Revenues refer to sales tax and transient
occupancy t ax.

3 The anmount of $300,000 will be indexed for inflation by

increasing the anount by the percent change in the Consumer Price
Index for all Uban Consuners. The base anmobunt for the Consuner

Price Index shall be the January 1999.

April 8, 1999
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Exhibit A

Li brary Fund property tax revenue when the Library
Fi nancing Authority Agreenent ends.

D. The City will receive 100% of the County Fire Fund
property tax revenue.

2. If, in any year, the point of sale revenues produced on the
property exceed an aggregate of $300,000 in 1999 dollars, then
al l ocated property taxes woul d be all ocated as provi ded bel ow

B. The total anount of property tax revenue all ocated
to the Gty of Watsonville would be reduced by 50¢
for each dollar of point of sale revenue generated
on the property above $300,000 in 1999 doll ars.

3. By accepting this property tax exchange the City of
Watsonville agrees, that upon request of the County, it wll
have its independent auditors examne and certify to the
County the amount of point of sale revenue generated on the
annexed property during the nost recent calendar year and
further agrees that this certification shall be wused in
determining the distribution of allocated property taxes to
the Gty of Watsonville in the next fiscal year.

April 8, 1999
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