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PROPERTY TAX EXCHANGE
LAFCO NO. 855 - FREEDOM/CAREY REORGANIZATION - PHASE |

Dear Menbers of the Board:

The subject of this letter is the annexation of the Freedom Carey
area to the City of Watsonville. The Freedonl Carey Annexation is
the fifth in a series of annexations which upon conpletion wll
have significantly realigned governmental responsibilities and
jurisdictional boundaries in Santa Cruz County. The report which
foll ows provides background on the Freedom Carey Annexation and the
previ ous annexations on the north side of the Gty of Watsonville
and di scusses the revenue and service changes whi ch woul d acconpany
the Freedon Carey Annexation

The attached map (Attachnent 1) shows the boundaries of the
proposed Freedoni Carey annexation. As indicated in Attachment 1,
t he annexation has been divided into two phases. This division is
necessary to allow the County's Redevel opment Agency to conplete a
low cost housing project in the area shown as Phase I|I.
Redevel opment agencies are normally prohibited by |aw from spendi ng
t heir housing nonies outside their political jurisdictions. The
Redevel opment Agency housing project has been in the planning
stages for a nunber of years. Wen the housing devel opnent is

conpl eted Watsonville wll consider proceeding with the annexation
of the Phase Il area.
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Attachnment 2 is a Resolution which provides for a property tax
exchange for the Freedom Carey Reorgani zation. The recomended
property tax exchange is consistent with the "Quidelines for Mster
Property Tax Exchange" wth the exception of the County Library
Fund. The exchange for the Library Fund has been nodified to
refl ect the mmintenance of effort requirements of the Library
Fi nancing Authority Agreenent.

Background

The Freedoni Carey annexation is the | argest single annexation
processed by this office since the passage of Proposition 13 and is
the latest in a series of annexation proposals involving the north
side of the Gty of Watsonville. The Freedonm Carey annexation
I nvol ves 641 residential units and 64 commercial parcels. The
estimated popul ation of the affected area is 2,051 residents.

The cunul ative effect of the Freedonl Carey annexation and four
recent annexations' in the same general area is a transfer of

responsibility for the nunicipal services -- police services, fire
services, sewer services, public streets and roads, planning
services and parks and recreation services -- for approximately

4,500 County residents and significant commercial devel opments from
the County and various special districts to the Gty of
Wat sonville. The realignment of governnment responsibilities between
the unincorporated area and the Gty of Watsonville resulting from
these annexations is a mmjor undertaking which involves a
popul ati on equivalent to approximately half the population of the
Cty of capitola or Scotts Vall ey.

Freedom/Carey Annexation

The Freedom Carey annexation will require significant new revenues
and expenditures for the Gty of Watsonville which would, if
approved, be financed with new property tax revenues as a result of
the property tax exchange discussed in this letter and new sales
tax and utility tax revenues which will autonatically accrue to the
Gty as a result of the annexation. The Cty of Watsonville
anticipates $657,000 in new operating revenues and $672,000 in new

_ 'The previ ous annexations and estlnatedlgepulation associ at ed
with each are: the Geen Valley/ Carnation Annexation (394&; t he
Freedom School Annexation (1,437); the Burchel/Monument Lunber
Annexation (73); and the CGifford/ Arthur Annexation (680).
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operating expenditures. A significant portion of the new revenues;
which the Gty will receive will be fromthe unincorporated area.
These revenues wll be a loss to the County and may require an
adjustnent in expenditure levels for affected unincorporated area
servi ces when the annexation is conplete and the revenues in
question are shifted fromthe unincorporated area to the Gty of
Vat sonvi | | e.

Roadways and Sewer Facilities

It should be noted that this annexation will involve the Cty of
Watsonville assumng full responsibility for the operation and
mai nt enance of:

] all roadways and other pertinent public facilities
within the annexed area including the four corners
of the intersection at Freedom Boulevard and G een
Val | ey Road and Freedom Boulevard to the Buena
Vista Drive intersection; and

. all sewer lines, punp stations and other associated
public facilities within the annexed area.

Special Issues

There are three special issues in this annexation which were not

present in the previous annexations and which wll require
coordination between the Gty of Watsonville and the County. They
are:

(1) the Cable Franchise Agreenent between the County of
Santa Cruz and Charter Conmunications;

(2) the Sheriff's Community Policing Service Center
which is currently located within the Freedon Carey
Area; and

. W anticipate that the County CGeneral Fund will | oose
approxi mately $450,000 in financing from these sources as a result
of the annexation including the General Fund Property Tax Exchange,
Sal es Tax Revenue which is distributed on a point of sale basis,
and Uility Tax Revenue.
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(3)

an anmendnent to the Gty's Redevel opment project
which anong other things may include all or a
portion of the Freedoni Carey Area.

The issues associated with each of the preceding are discussed

bel ow.
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Wth respect to the Cable Franchi se Agreenment, the
previ ous annexations occurred at a tinme when the
County did not have a franchise agreenent with the
Sout h County cabl e operator. W now have both a
Franchi se Agreenment and it is our intention to work
with the Gty to preserve the protections afforded
by this agreenent for the residents of the annexed
area

Sheriff's Community Policing Center

The second issue involves the Sheriff's Freedom
Community Policing Service Center which is |ocated
in a comercial devel opnment known as the Freedom
Centre. The Freedom Centre is located within the
Freedom Carey Annexation Area.

One of the major new areas of expenditure for the
Gty of Watsonville in the Freedom Carey annexation
area Wll be for the hiring of additional public
safety officers to augnment the police service now
available in the area. It is our understanding the
Cty of Watsonville may desire to maintain the
Community Policing Service Center now operated by
the Sheriff.

Whet her or not Watsonville ultimately decides to
operate this center or not, the Sheriff will need
to phase out of this center if the jurisdiction for
this area is transferred to the Gty of Watsonville
and police responsibility for the area is
transferred fromthe County to the Gty. The County
does not operate comunity policing centers in the
other cities and should not operate one in the Cty
of Watsonville.
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The | ease for the Freedom Centre | ease ends on
Decenmber 31, 2001 and during the termof the |ease
assignnent requires the consent of the |andl ord.

Redevel opment Survey Area

The Gty of Watsonville has indicated that in order
to accelerate addressing significant i nfra-
structure deficiencies in the Freedom Carey Area it
may request permssion fromthe County to include a
portion of the area in what is knowmn as a Survey
Area for an anendnent to their Redevel opnent Pl an.
A Survey Area is the first step in expanding the
Gty's redevel opnent project area.

The Gty is contenplating initiating the survey
area before the annexation is conpleted in order to
accelerate the process. Because the annexation
woul d not be conplete, the County's consent to
proceed with the survey area would be required. The
Gty has indicated that it would agree to termnate
any Redevel opnent proceedings in the area in the
event the  Freedoni Carey annexation is  not
concl uded. W have no objection to the this
request and plan to work with the Cty on this
matter.

Recommended Property Tax Exchange

[n sunmmary,

1999

Page 5

t he recommended exchange is based on val ues after the

shift to the Educational Revenue Augnentati on Fund (ERAF)
provides for the follow ng:

1
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The Gty will receive 50% of the County General
Fund property tax revenue and the County wll
retain 50%

The County Ceneral Fund will receive 1008 of the
property tax revenue from County Service Area No.
9, County Service Area No. 11, and Santa Cruz
Resource Conservation District.

The Gty will receive OR of the County Library Fund
property tax revenue while the Library Financing
Authority agreenent is in effect and 100% of County

and
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Li brary Fund property tax revenue when the Library
Financing Authority Agreenent ends.

4. The Gty will receive 1002 of the Pajaro Valley
Fire Protection District property tax revenue.

The exchange summarized above applies to both base year and
incremental property tax revenues for the subject area.

Recommendation
It is RECOVMMENDED that your Board:
1. accept and file this report; and

2. adopt the attached resolution providing for the
property tax exchange outlined above for LAFCO
Reorgani zation No. 855 (Freedom Carey - Phase 1|);
and

3. authorize staff to work wth the Gty of
Wat sonville on the various speci al I ssues
identified in this letter.

Very truly yours,

Coono—{

Susan A. Mauriello _
County Adm nistrative Oficer

Attachnent s

cc: Gty of Watsonville
Audi tor Controller
County Counsel
LAFCO
Pajaro Valley Fire Protection D strict
County Service Area No. 11 (POSCS)
Departnent of Public Wrks

Tx WI@FCO\ LAFCOBSS . WED



Attachment 1
Map Showing Phase I and II
of the Freedom Carey Reorganization

July 30, 1938
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Attachment 2

Tax Exchange Resolution

July 30, 1999
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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 followng 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 behal f of
special districts included in a governnental reorganization or

jurisdictional change accept a negotiated change of property tax
revenues; and

WHEREAS, the governing parties of all agencies whose service
areas would be altered by the jurisdictional change referred to in
Exhibit "A" have nmet 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";

NON THEREFORE, BE | T 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
Resol ution and a concurring resolution of any affected cities; if
any.

Julyv 30, 1999
H:\WPWIN\LAFCONLAFCOB55 . WED

14



0Cr 15

PASSED AND ADCOPTED by the Board of Supervisors of the County

of Santa Cruz, State of California, this day of

!

1999, by the follow ng vote:

AYES: Supervi sors
NCES: Super vi sors
ABSENT: Super vi sors

Chair of Said Board

ATTEST:
Clerk of the Board

APPROVED AS TO FORM

D St

County Counsel‘

cc: County Admnistrative Ofice
LAFCO
Assessor
County Counsel
Audi tor-Controller
Departnent of Public Wrks
Pajaro Valley Fire Protection District
POSCS

July 20, 1939
H:\WEWIN\ LAFCO\ LAFCO85% . WFD
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EXHIBIT A

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

1. Description

Freedom Carey Reorgani zation - Phase | (LAFCO No. 855)

2. Property Tax Exchange”

A. Base Year Full Cash Value

L. The Gty will receive 50% of the County
General Fund property tax revenue and the
County will retain 50%

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

3. The Gty will receive 0% of the County Library
Fund property tax revenue while the Library
Fi nancing Authority agreenment is in effect and
100% of County Library Fund property tax
revenue when the Library Financing Authority
Agreenent ends.

4. The Gty wll receive 1002 0f the Pajaro
Valley Fire Protection District property tax
revenue.
B. Incremental Full Cash Value
L. The Gty will receive 50% of the County

CGeneral Fund property tax revenue and the
County will retain 50%.

s

The exchange of property taxes for both Base Year and
I ncremental Val ues are based on property tax revenues after the
shift to the Education Revenue Augnentation Fund (ERAF).

July 30, 1939
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July 30, 1939
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The County General Fund will receive 100% of
the property tax revenue from County Service
Area No. 9,and County Service Area No. 11, and
Santa Cruz Resource Conservation District.

The Gty wll receive 0% of the County Library
Fund property tax revenue while the Library
Fi nancing Authority agreement is in effect and
100% of County Library Fund property tax
revenue when the Library Financing Authority
Agreenent ends.

The Cty wll receive 100% of the Pajaro
Valley Fire Protection District property tax
revenue.

2 of 2
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