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Assessor Parcel or ROW Acreage

366-090-58 0.02
366-090-70 0.09
366-090-71 0.00
366-090-72 0.00
366-090-53 0.01+
366-090-73 (portion) 0.00+
366-090-74 0.00+
366-090-65 0.00+
366-090-75 0.01
366-090-56 1.86
366-051-97 (portion) 0.18
366-090-78 0.00+
366-052-14 0.02
366-053-33 0.04
366-053-31 0.08
366-090-67 0.00+
366-090-60 0.00+
366-090-62 0.01
366-090-64 0.01
366-090-51 0.85
366-092-78 (portion) 0.56
366-090-69 0.05
TOTAL 3.79

The applicant requests the Commission approval condition of the reorganization to mirror the
original terms — and specifically incorporating the provisions of the annexation agreement
between the subject agencies — established for the earlier Castlerock approval in 2015.

A copy of the annexation agreement is attached.

Regional Setting

The affected territory is located along the border between the Cities of Santee and San Diego
where the Weston subdivision and Mission Trails Regional Park meet. Access is primarily
available through a signalized intersection at Mast Boulevard and Weston Road. West Hills
High School is located opposite the intersection. The affected territory lies within County
Supervisorial District No. 2 (Joel Anderson), Assembly District No. 75 (Marie Waldron), and

Senate District No. 40 (Brian Jones). Elevation ranges from 390-678 feet above sea level.

An aerial map of the affected territory and its regional setting follows.
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Additional maps are provided as Attachments One.

Subject Agencies

The proposed reorganization filed with San Diego LAFCO involves four subject agencies: City
of Santee; City of San Diego; Padre Dam MWD; and CSA No. 135.3 A summary of the subject
agencies in terms of their governance, resident population, primary municipal functions, and
financial standing follows.

City of Santee was incorporated in 1980 and governed by a five-member council that
includes a directly elected mayor. An appointed city manager oversees day-to-day
activities. The incorporated boundary spans 10,560 acres or 16.5 square miles with an
estimated resident population of 60,022. Santee’s core municipal functions involve
community development, integrated fire protection and emergency medical, roads,
and parks and recreation. Santee also contracts with County Sheriff for police
protection. Several overlapping special districts provide a range of other services to
Santee residents —including water and wastewater from Padre Dam MWD. LAFCO last
updated Santee’s sphere of influence in 2008 with a coterminous designation to the
incorporated boundary. The most recent audit shows Santee’s net position at $176.1
million as of June 30, 2021. This accrued amount reflects an overall three-year change
of (3.1%) and includes an unrestricted portion of ($26.9 million) that adjusts to $182.3
million less retiree obligations. The balance sheet separately shows Santee’s General

3 State law defines “subject agency” to mean any district or city for which a change of organization or reorganization is proposed.
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Fund ending the period with an unrestricted balance of $22.6 million. The latter amount
equates to covering 11.5 months of recent actual costs.

e City of San Diego was incorporated in 1850 and governed by a nine-member council.
A directly elected mayor serves as chief executive officer directs day-to-day activities.
The incorporated boundary spans 219,264 acres or 342.6 square miles with an
estimated resident population of 1,394,817. San Diego is a full-service municipality, and
this includes directly providing public safety (police and fire) and utility (water and
wastewater) functions. LAFCO last updated San Diego’s sphere of influence in 2008
that is nearly coterminous with the incorporated boundary with the exception of
excluding 1,941 non-jurisdictional acres. The most recent audit shows San Diego’s net
position at $8.8 billion as of June 30, 2021. This accrued amount reflects an overall
three-year change of (0.8%) and includes an unrestricted portion of ($2.2 billion) that
adjusts to $1.3 billion less retiree obligations. The balance sheet separately shows San
Diego’s General Fund ending the period with an unrestricted balance of $136,340. The
latter amount equates to covering 8.3 months of recent actual costs.

e Padre Dam MWD is an independent special district governed by a five-member board
with members annually appointing a president among its ranks. Anappointed general
manager oversees day-to-day activities. Padre Dam MWD was formed in 1955 with a
current jurisdictional boundary spanning 46,509 acres or 72.7 square miles. Close to
one-fourth of the jurisdictional boundary overlaps the Cities of El Cajon and Santee
with the remainder involving the unincorporated communities of Lakeside, Crest,
Harbison Canyon, Blossom Valley and Alpine. Padre Dam MWD currently provides four
municipal service functions: water; wastewater; recycled water; and parks and
recreation. LAFCO last updated Padre Dam MWD’s sphere of influence in 2007 with a
larger-than-agency designation to include 632 of non-jurisdictional acres.* The most
recent audit shows Padre Dam MWD’s net position at $356.6 million as of June 30,
2022. This accrued amount reflects an overall three-year change of 8.4% and includes
an unrestricted portion of $88.3 million that adjusts to $119.7 million less retiree
obligations. The balance sheet separately shows Padre Dam MWD’s General Fund
ending the period with an unrestricted balance of $10.755 million, which equates to
covering 8.9 months of recent actual costs.

e CSA No. 135 is a dependent special district of the County of San Diego with the Board
of Supervisors serving as the governing board. CSA No. 135 spans 3,739.8 square miles
and includes all unincorporated lands as well as 10 of the 18 cities in San Diego County.
The estimated resident population is 1,072,724. It was formed in 1994 to provide
public safety radio communications through a funding agreement with a third-party
(Regional Communication Systems) and involves operating an 800-megahertz
system. Administration of this municipal function is provided by County
Sheriff. LAFCO established a sphere of influence in 1994 coterminous to the county
boundary. The sphere was last reviewed and affirmed in 2007. The most recent audit

4 LAFCO also assigned three distinct special study areas to the Padre Dam MWD sphere that collectively total 4,993 acres.
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shows the County’s net position at $3.379 billion as of June 30, 2021. This accrued
amount reflects an overall three-year change of 5.4% and includes an unrestricted
portion of ($1.858 billion) that adjusts to $1.297 billion less retiree obligations.

Affected Local Agencies

The affected territory presently lies within the jurisdictional boundaries and/or spheres of
influence of nine local agencies directly subject to San Diego LAFCO’s planning and regulatory
responsibilities. These nine qualify as “affected agencies” and have received written notice of
the proposal and opportunity to comment.>

e (ity of San Diego

e C(ity of Santee

e CSA No. 135 (Regional Communication)

e Grossmont Healthcare District

e Metropolitan Water District of Southern California

e Padre Dam MWD

e Resource Conservation District of Greater San Diego County
e San Diego County Water Authority

e San Diego Unified Port District

The affected territory also lies within the following school and college districts, and
accordingly receive notice of the proposal: Santee Elementary School District; Grossmont
Union High School District; and Grossmont-Cuyamaca Community College District

DISCUSSION

This item is for San Diego LAFCO to consider approving — with or without discretionary
modifications to the physical footprint — the reorganization proposal and its principal action
to make correcting boundary adjustments between the Cities of Santee and San Diego. The
Commission may also consider applying conditions so long as it does not directly regulate land
use, property development, or subdivision requirements. Additional discussion with respect
to proposal purpose, related development opportunities, and Commission focus follows.

Proposal Purpose

The purpose of the proposed reorganization before San Diego LAFCO is to enact corrections
to all four subject agencies’ jurisdictional boundaries within the affected territory to align with
the approved tentative map and associated annexation agreement tied to the Weston
subdivision. These discrepancies involve multiple boundary adjustments involving 5.2 acres
and following the Commission approving the Castlerock Reorganization in 2015 that
unintentionally enacted jurisdictional changes that deviated from the tentative map.® A

5> State law defines “affected local agency” as any entity that contains, or would contain, or whose sphere contains or would contain, any
territory for which a change of organization is proposed or ordered. Notice of the proposal and hearing were provided to the agencies.
¢ The Castlerock Reorganization involved detachment of approximately 114.8 acres from the City of San Diego and concurrent
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notable and leading feature of the proposed reorganization involves reversing the placement
of the vernal pool lot with the affected territory back to the City of San Diego and in doing so
comply with its adopted multiple-species conservation program or MSCP.

Current and Planned Development
No development plans are associated with the reorganization proposal.

The entire affected territory is incorporated, undeveloped, and substantially unimproved.
Three-fourths of the affected territory presently lies within the City of Santee with the
remaining one-fourth lying within the City of San Diego. The proposed reorganization would
“swap’’ these existing jurisdictional placements. Irrespective of jurisdictional placement, the
affected territory is protected from development and any substantive improvements with its
current uses being contractually dedicated either to open space — whether as amenities to the
Weston subdivision or to the adjacent Mission Trails Regional Park— or habitat protection
(vernal pool lot). Additional land use policies are footnoted.”

Commission Focus

Three central and sequential policy items underlie San Diego LAFCO’s consideration for the
proposed reorganization. These policy items ultimately take the form of determinations and
orient the Commission to consider the interrelated merits of an (a) accommodating sphere of
influence amendments for three of the four subject agencies, (b) timing of the reorganization,
and (c) whether modifications or approval terms are appropriate. The Commission must also
consider other relevant statutes in and outside LAFCO law as detailed.

ANALYSIS

San Diego County LAFCO’s analysis of the proposed reorganization is divided into two distinct
subsections. The first subsection pertains to evaluating the central policy issues referenced in
the preceding section and headlined by analyzing the merits of the reorganization and its
primary action to swap territory between the Cities of Santee and San Diego. The second
subsection considers other germane issues required for LAFCO proposal consideration, and
this includes complying with the California Environmental Quality Act (CEQA).

annexations of the same territory into the City of Santee, Padre Dam MWD, CSA No. 69 (ambulance), and CSA 135 (regional
communications).  The reorganization followed the terms of an annexation agreement and marked by San Diego approving a 203.6-
acre development project (residential subdivision and dedicated open space) and transferring the tentative map to Santee ahead of
actual construction. The annexation agreement provided San Diego would retain the open space lands associated with the project
while the residential subdivision would proceed within Santee with water and wastewater provided by Padre MWD.

7 The City of San Diego’s land use policies for the affected territory are addressed in the East Elliot Community Plan (1982) and designated
as “open space.” The East Elliot Community Plan details the territory constitutes one of the largest and biologically most important
remaining open space areas in San Diego. The affected territory contains habitat for several endangered and threatened wildlife species
and serves as a corridor for wildlife movement between Mission Trails Park to the south and the Miramar area to the north. The City of
Santee’s land use policies for the affected territory are low to moderate residential with one to five dwelling units per acre.
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Central Policy Items

Item No. 1|
Conforming Sphere of Influence Amendments

The proposed reorganization necessitates San Diego LAFCO to consider conforming sphere
of influence actions for three of the four subject agencies to achieve consistency with the
requested jurisdictional changes as required under statute and practice as detailed.
Consideration of the amendments are premised on LAFCO’s statutory responsibility to
designate spheres to demark the affected agencies’ appropriate jurisdictional boundary
and/or service areas now and into the immediate future as determined by the Commission.
This includes demarking the Commission’s expectation of exclusive responsibilities for one or
more specified municipal services.

Amendments prompted by the proposed reorganization involve the Cities of Santee and San
Diego as well as Padre MWD. These amendments are divided into two distinct sets and
reflected in the map insert below. The first set involves concurrently adding “Area A” and its
3.8 acres to the City of San Diego’s sphere and removing it from the City of Santee and Padre
Dam MWD'’s spheres. The second set involves concurrently removing “Area B” and its 1.5
acres from San Diego’s sphere and adding it to Santee and Padre Dam MWD’s spheres. No
changes to CSA No. 135’s sphere is prompted for consideration given its countywide
designation and practice by the Commission to leave as-is irrespective of detachments.
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The proceeding analysis is organized to consider three related factors necessitated under
statute and local policy. The statutory factors relate to an informing municipal service review
along with addressing the general relationship between the agencies and affected territory.8
Local policies involve consideration of L-102 and its provisions to guide sphere actions in San
Diego County. Analysis of these three sphere factors follow.

Sphere Factor No. 1:
Consideration of a Municipal Service Review

Statute requires LAFCO to prepare municipal service reviews to inform its related task
to regularly review and update all local agencies’ spheres of influence. The statute
further directs LAFCO perform sphere updates every five years as needed. The most
recent series of municipal service reviews prepared by LAFCO germane to the affected
territory and subject agencies were completed in 2007. Requiring one or more new
municipal service reviews — however and specific to informing the proposed
reorganization — does not appear warranted. This conclusion ties to the relatively
limited scope of the amendments plus the added certainty of open space or protected
habitat uses and their de minims service impacts associated with the affected territory.

Sphere Factor No. 2:
Consideration of the Agency-Affected Territory Relationship

The Legislature prescribes consideration of five factors anytime LAFCOs act on spheres
of influence. These factors parallel the macro topics in municipal service reviews with
a generalized focus on the relationship with the affected territory — including service
needs and adequacy of available services. The factors also orient the Commission to
broadly consider the relationship between current and planned land uses in the
affected territory plus - and as needed - effects on qualifying disadvantaged
unincorporated communities. The factors and staff analysis follows.

- Withrespect to present and planned land uses, the affected territory as submitted
spans 5.2 acres and contractually dedicated to open space uses — whether as
amenities to the Weston subdivision or to the adjacent Mission Trails Regional Park
— or habitat protection. No changes in these present uses are planned.

- With respect to present and probable need for one or more public services, the
affected territory’s existing and planned land uses as dedicated open space and
protected habitat significantly moots municipal demands. A notable exception
involves code enforcement and the associated need for the two affected land use
authorities — Cities of Santee and San Diego - to effectively ensure the affected
territory is protected from other non-conforming uses and/or external threats.

- With respect to overall adequacy of the agencies’ public services, no material
deficiencies have been identified by LAFCO staff as part of the proposal review.

8 Reference to Government Codes 56430 and 56425, respectively.
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- With respect to social or economic communities of interest if relevant to the
agencies, the affected territory’s existing uses tie to an annexation agreement
executed between the Cities of Santee and San Diego. This agreement prescribes
the affected territory to be dedicated for open-space and habitat uses. Amending
the subject agencies’ spheres as contemplated to facilitate the proposed
reorganization explicitly supports the annexation agreement and its negotiated
social and economic benefits to the region.

- With respect to present and probable need for services involving any
disadvantaged unincorporated communities, none of the affected territory
qualifies under LAFCO statute.

Sphere Factor No. 3:
Consideration of Policy L-102

San Diego LAFCO’s policies guiding sphere of influence actions are primarily codified
under L-102. This policy was adopted in August 1990 and last substantively updated in
June 2000. It directs the Commission to utilize spheres to guide deliberations on
future changes of organizations and in doing so - and among other growth
management objectives — help reflect and preserve community identities. The policy
further directs LAFCO to use spheres to discourage duplication of municipal services
and similarly encourages local agency consolidations, whether functional or political.

The sphere of influence amendments necessary to accommodate the proposed
reorganization conforms with L-102. Most directly, the amendments would facilitate
known jurisdictional changes within the affected territory. The amendments would
similarly accommodate the assignment of jurisdictional duties within the affected
territory between the two subject land use authorities consistent with an earlier
annexation agreement approved by their elected councils. A copy of the L-102 Policy
is included as Attachment 5.

CONCLUSION |

MERITS OF CONFORMING SPHERE OF INFLUENCE AMENDMENTS

The conforming sphere of influence amendments to accommodate the proposed
reorganization appear sufficiently justified under both statute and local policy.
Justification is marked by the preceding analysis and largely premised on two
related assumptions. First, it is assumed the Commission determines a new
municipal service review for the subject agencies is not necessary given the
otherwise limited scope of service impacts associated with the jurisdictional
change. Second, it is assumed the Commission determines the associated
annexation agreement between the Cities of Santee and San Diego provides an
appropriate metric in appropriately assigning communities of interest in the
affected territory through the amended spheres for the subject agencies.
Additional analysis supporting the conclusion is provided in Appendix A.
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Item No. 2 |
Reorganization Timing

San Diego LAFCO’s consideration of the proposed reorganizations’ timing draws on
analyzing baseline factors required in statute well as applicable policies set by the
Commission. Most of the baseline factors in statute focuses on disclosing and otherwise
addressing compatibility issues with external goals and policies of other State, regional, and
local agencies as well as assessing the ability of subject agencies providing services going
forward.® Applicable local policies prompted for consideration are headlined by L-107 and its
attention to disclosing and/or addressing any known or perceived jurisdictional disputes.

Analysis of these two related timing factors follows.

Timing Factor No. 1:
Baseline Considerations: Regional Policies + Service Relationships

State law prescribes the mandatory consideration of certain and multifaceted factors
anytime LAFCOs consider jurisdictional changes. These factors range in substance
from disclosures — such as the affected territory’s current land uses, assessed values,
register voter counts, and so on - to discretionary analyses. This latter category is
highlighted by evaluating the proposed jurisdictional changes’ relationship to
community needs as well as the service capacities and related financial resources of
the subject agencies. A summary of key conclusions generated in the review of these
discretionary matters for the proposed reorganizations regarding (a) service needs,
(b) service availability and capacities, and (¢) related financial considerations follow.

With respect to service needs, the affected territory’s present and contractual use
as open space — whether as amenities to the Weston subdivision or to the adjacent
Mission Trails Regional Park — or habitat protection. Accordingly, actual municipal
service needs appear to be limited to code enforcement.

With respect to service availability and capacities, the Cities of Santee and San
Diego directly provide code enforcement through their respective development
service departments. The subject agencies have established sufficient capacities
to readily ensure and otherwise safeguard the dedicated open-space and habitat
protection uses within the affected territory going forward.

With respect to related financial considerations, the affected territory’s present
and contractual uses as open space or habitat protection is not expected to
generate any substantive service costs to the subject agencies.

9 Reference to Government Code Section 56668.
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e Timing Factor No. 2:
Consideration of Policy L-107

San Diego LAFCO adopted L-107 in May 2010 to require all applicants to disclose
jurisdictional disputes or related items that are associated with their proposal filings.
If applicable, and unless waived by the Executive Officer, the policy requires applicants
and/or their representatives to consult with opponents to resolve any known issues -
concerns, disputes, etc. — before the item is formally considered by the Commission.
If an agreement is reached through the consultation process, the policy states the
Commission shall consider the provisions as part of the application. If an agreement
is not reached despite exhausting good-faith efforts, the policy states the Commission
shall proceed to consider the application as submitted.

No jurisdictional disputes have been disclosed by the City of Santee in filing the
reorganization proposal with LAFCO. In contrast, the applicant has provided
supporting resolutions from the City of San Diego and Padre Dam MWD. No objections
to the proposal have been separately received from the remaining subject agency -
CSA No. 135 — or any other local agencies.

CONCLUSION |

MERITS OF REORGANIZATION TIMING

The timing of the reorganization is sufficiently warranted. Justification is marked
by the preceding analysis and illuminated by providing for otherwise minor and
correcting boundary changes for all four subject agencies to proceed consistent
with previously negotiated terms for the Weston subdivision. Additional analysis
supporting the conclusion is provided in Appendix B.

Item No. 3 |
Modifications and Terms

No modifications to the submitted reorganization have been identified by San Diego LAFCO
staff meriting Commission consideration at this time. This includes confirmation that the
annexation of the affected territory would not generate any corridors and/or otherwise
illogical jurisdictional features. Staff is recommending applying standard terms of approval.

CONCLUSION |

MODIFICATIONS AND TERMS

No modifications appear warranted. Standard approval terms are recommended
and include receipt of all remaining payments associated with the processing of
the proposal by the Commission through recordation.

0 The Executive Officer retains discretion to determine the extent of consultation needed
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Other Statutory Considerations
Exchange of Property Tax Revenues

California Revenue and Taxation Code (RTC) Section 99(b)(6) requires the adoption of a
property tax exchange agreement by the subject local agencies before LAFCOs can consider
jurisdictional changes. RTC Section 99(b)(5) also allows counties to adopt a single resolution
establishing a tax exchange on under specified conditions. The County Board of Supervisors,
accordingly and through negotiation with the subject agencies, adopted a resolution on
October 22, 2014. The previously negotiated property exchange between the subject
agencies remains unchanged.

Environmental Review

San Diego LAFCO is obligated under CEQA to assess whether environmental impacts would
result from activities approved under the Commission’s authority. Accordingly, the
Commission is tasked with making two distinct findings under CEQA in consideration of the
proposed reorganization. Staff’s analysis follows.

e LAFCO serves as lead agency under CEQA for the confirming sphere of influence
amendments associated with accommodating the reorganization. It is recommended
the Commission find these actions — and specifically the actions summarized on page
8 of the agenda report — are a “project” under CEQA but exempt from further review
under State Guidelines 15061(b)(3). Staff believes this exemption appropriately applies
given it can be seen with certainty spheres are planning policies and associated actions
(establishment, update, or amendment) in and of itself does not change the
environment or authorize any new uses or services.

e Santee serves as lead agency under CEQA for considering the physical effects of the
reorganization proposal as the initiating party. In this role as lead agency, Santee has
determined the reorganization proposal is a “project” under CEQA but no further
review is required. Santee’s finding cites all potential impacts have already been
adequately considered and/or mitigated as part of the environmental impact report
(EIR) prepared and certified by the City of San Diego (SCH No. 2004061029) for the
Weston subdivision approval. Staff independently concurs with Santee’s finding.

Protest Proceedings

Protest proceedings for the proposed reorganization may be waived by San Diego LAFCO
should the Commission proceed with an approval under Government Code 56662. The
recommended waiver appropriately applies under this statute given the affected territory is
uninhabited as defined under LAFCO law (i.e., less than 11 voters); the subject agency has not
filed an objection to the waiver; and all landowner consent to the underlying action.
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RECOMMENDATION

Staff recommends conditional approval of the reorganization proposal as submitted along
with conforming sphere of influence amendments as detailed. This recommendation and
ancillary actions are consistent with Alternative One in the proceeding section.

ALTERNATIVES FOR ACTION

The following alternative actions are available to San Diego LAFCO:

Alternative One (recommended):

Adopt the attached draft resolution conditionally approving the reorganization proposal
as submitted (without modifications) and conforming sphere of influence amendments as
detailed along with making required findings under CEQA. Protest would also be waived.

Alternative Two:
Continue consideration to the next regular meeting.

Alternative Three:
Disapprove the reorganization proposal with direction to staff to return at the next
regular meeting with a conforming resolution for adoption.

PROCEDURES FOR CONSIDERATION

This item has been placed on San Diego LAFCO’s agenda for action as part of a noticed public
hearing. The following procedures are suggested.

1. Commissioner disclosures, if any.

2. Receive verbal presentation from staff unless waived.

3. Open the public hearing and invite testimony beginning with the applicant(s).
4. Discuss item and consider the staff recommendation.

On behalf of the Executive Officer,

(el

Carolanne leromnimon
Analyst | Appendices:

A) Analysis of Sphere of Influence Factors
B) Analysis of Jurisdictional Change Factors

Attachments:

1) Vicinity Map of the Affected Territory
2)  Draft Resolution of Approval

3) Application Materials

4) Annexation Agreement

5) L-102 Policy
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APPENDIX A
STATEMENT OF DETERMINATIONS
SPHERE OF INFLUENCE FACTORS

Government Code Section 56425

AMENDMENT TO SAN DIEGO, SANTEE, AND PADRE DAM MWD’s SPHERE OF INFLUENCE TO
CORRECT THE OVERLAPPING BOUNDARIES

(1) The present and planned land uses, including agricultural and open-space lands.

The portion of the overall affected territory recommended for sphere amendments to all four
subject agencies spans approximately 5.2 acres and is entirely incorporated and subject to the
adopted land use policies of the City of San Diego and/or Santee. The prevailing land uses
within the affected territory involves low to moderate residential. LAFCO estimates the total
resident population within this portion of the affected territory is 0. Amending the spheres of
three of the four subject agencies to include and/or exclude the affected territory is consistent
and otherwise supports these present and planned land uses.

(2) The present and probable need for public facilities and services in the area.

The described present and planned uses with the portion of the overall affected territory
recommended for inclusion within all four subject agencies’ sphere of influence merits
boundary adjustments. This need is highlighted by the current overlap of boundaries between
each and the need to adhere to conservation easements, specifically vernal pools, and other
portions of the San Diego Multi-Habitat Planning Areas. Amending three of the four agencies
sphere to include or exclude the affected territory is consistent with these needs.

(3) The present capacity of public facilities and adequacy of public services the agency
provides or is authorized to provide.

Due to the scope of the proposal, this is not applicable.

(4) The existence of any social or economic communities of interest in the area if the
commission determines that they are relevant to the agency.

Due to the scope of the proposal, this is not applicable.

(5) The present and probable need for water, wastewater, and/or fire protection services of
any disadvantaged unincorporated communities within the existing sphere of influence.

The affected territory and adjacent lands therein do not contain census tracts qualifying as a
disadvantaged unincorporated community (DUC) under State statute or LAFCO policy.
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APPENDIX B

Government Code Section 56668
Proposal Review Factors

a) Population and population density; land area and land use; per capita assessed valuation;
topography, natural boundaries, and drainage basins; proximity to other populated areas;
the likelihood of significant growth in the area, and in adjacent areas, in the next 10 years.

The affected territory recommended for reorganization is approximately 5.2 acres in size and is
located in east San Diego and within the East Elliott Community Planning Area. State Route 52
connects the area to the City of San Diego to the west. On-site elevations vary from
approximately 390-678 feet above sea level. Predominant land uses are residential - very low
density (0-4 du/ac). There are no structures, registered voters, or assigned assessed property
values within the affected territory.

b) The need for municipal services; the present cost and adequacy of municipal services and
controls in the area; probable future needs for those services and controls; probable
effect of the proposed incorporation, formation, annexation, or exclusion and of
alternative courses of action on the cost and adequacy of services and controls in the area
and adjacent areas.

The City of San Diego serves as the primary purveyor of general governmental services to
approximately three-fourths of the affected territory. Core County services provided within
this portion of the area include community planning, roads, street lighting, and police
protection. Other pertinent service providers within the area include Padre Dam Municipal
Water District (water, wastewater, parks and recreation, recycled water), and San Diego
County Flood Control District (wastewater). This proposal affects only the boundaries for all
four subject agencies and is the focus of the succeeding analysis.

¢) The effect of the proposed action and of alternative actions, on adjacent areas, on mutual
social and economic interests, and on local governmental structure.

The affected territory recommended for reorganization has established informal social and
economic ties with one another given the agencies’ existing role in managing services in
surrounding lands. The jurisdictional changes would formalize these ties through LAFCO policy
and clarify the agencies expanding roles therein in managing services throughout the greater
east-county region.

d) The conformity of the proposal and its anticipated effects with both the adopted
commission policies on providing planned, orderly, efficient patterns of urban
development, and the policies/priorities set forth in G.C. Section 56377.

Due to the scope of the proposal this is not applicable.
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e) The effect of the proposal on maintaining the physical and economic integrity of
agricultural lands, as defined by G.C. Section 56016.

The affected territory does not presently contain “prime agricultural land” or “agricultural
land” as defined under LAFCO law. Specifically, the affected territory does not contain lands
currently used for any of the following purposes: producing an agricultural commodity for
commercial purposes; left fallow under a crop rotational program; or enrolled in an
agricultural subsidy program. Approval of the reorganization would not adversely affect the
physical or economic well-being of agricultural lands.

f) The definiteness and certainty of the boundaries of the territory, the nonconformance of
proposed boundaries with lines of assessment, the creation of islands or corridors of
unincorporated territory, and other similar matters.

LAFCO is in receipt of a draft map and geographic description of the affected territory that
details metes and bounds that appears consistent with the standards of the State Board of
Equalization and conforming with lines of assessment. LAFCO approval would be conditioned
on approval of the map and geographic description by the County Assessor’s Office and
address any modifications enacted by the Commission.

g) Aregional transportation plan adopted pursuant to Section 65080.

The recommended reorganization would not conflict with San Diego Forward, the regional
transportation plan established by the San Diego Association of Governments (SANDAG).

h) Consistency with the city or county general and specific plans.

The affected territory recommended for reorganization is entirely incorporated and subject
to the land use policies of the City of San Diego and Santee. The Cities implementing land use
policy document for the affected territory is the East Elliot Community Plan (1982) and Santee
General Plan (2003). A predominant land use designation in the largest portion of the affected
territory is “open space”. The East Elliot Community Plan details the territory constitutes one
of the largest and biologically most important remaining open space areas in San Diego and
contains habitat for several endangered and threatened wildlife species and serves as a
corridor for wildlife movement between Mission Trails Park to the south and the Miramar area
to the north. The remainder of the affected territory within the City of Santee and subject to
the City General Plan. The predominate land use designations in the City are low to moderate
residential with one to five dwellings per acre. No development plans are associated with the
proposal.

i) The sphere of influence of any local agency affected by the proposal.

The reorganization is consistent with the receiving subject agencies’ spheres of influence with
limited exceptions as detailed in Appendix A.
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j) The comments of any affected local agency or other public agency.

Notice of the submitted reorganization proposal was distributed to all affected and subject
agencies as required under LAFCO law. Notices were also provided to all local college and
school districts. No written comments on the proposal were received ahead of preparing this
agenda report for distribution on January 30, 2023.

k) The ability of the newly formed or receiving entity to provide the services which are the
subject of the application to the area, including the sufficiency of revenues for those
services following the proposed boundary change.

Due to the scope of the proposal, this is not applicable.

I) Timely availability of adequate water supplies for projected needs as specified in G.C.
Section 65352.5.

The affected territory recommended for reorganization lies within Padre Dam Water District
and eligible to receive potable water service from these retailers with wholesale supplies from
the County Water Authority. The reorganization does not change these existing conditions.

m) The extent to which the proposal will affect a city or cities and the county in achieving
their respective fair shares of the regional housing needs.

The proposed reorganization would not impact any local agencies in accommodating their
regional housing needs.

n) Any information or comments from the landowners, voters, or residents.

The affected territory is considered uninhabited as defined by LAFCO law (containing 11
registered voters or less). No written or formal comments have been submitted to San Diego
LAFCO staff as of the date of the posting of the agenda report on January 30, 2023.

o) Any information relating to existing land use designations.

See above analysis for (h).

p) The extent to which the proposal will promote environmental justice.

The reorganization is intended to adjust the boundaries amongst three local government
agencies to remedy the inadvertent overlap of boundaries that resulted from the “Castlerock
Reorganization” and accordingly serves to promote environmental justice through additional
accountability for all residents - including groups that have been historically marginalized
and/or susceptible to pollution burdens and their effects. This latter category — notably -
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consists of low-income communities, communities of color, tribal nations, and other
disadvantaged groups. Consideration of existing environmental justice factors within the
affected territory draw on staff analyzing data available from the California Environmental
Protection Agency through its online assessment tool (CalEnviroScreen 4.0). Two composite
percentile rankings for the affected territory are generated within this analysis and involves (a)
pollution burdens and (b) susceptible population to pollution burdens relative to all census
tracts in California and are shown in the proceeding tables.

Census Tract 6073009504
Pollution Burdens and Susceptible Population

Table 2.6a (Source: California Environmental Protection Agency and SD LAFCO)

Factor Census Tract 6073009504 + Surrounding Lands
No. of Census Tracts 1
Estimated Population 6,455
Pollution Burden Weighted Percentile
~..CompositeScore . 29096
... Percentile 10.05
Indicator | Air Quality: Ozone 58.34
Indicator | Air Quality: PM 2.5: 38.03
Indicator | Air Quality: Diesel PM: 10.94
Indicator |Pesticides: 42.52
Indicator | Toxic Releases: 21.48
Indicator [Traffic: 69.21
Indicator | Drinking Water Contaminants: 28.99
Indicator | Lead in Housing: 5.91
Effects | Cleanup Sites: 27.94
Effects | Groundwater Threats: 25.09
Effects | Hazardous Waste: 66.72
Effects | Impaired Water: 43.78
Effects | Solid Waste: 22.08
... Percentile 7:36
Population | Asthma: 0.82
Population | Low Birth Weight: 67.17
Population | Cardiovascular Disease: 1.05
Population | Education: 5.10
Population | Linguistic Isolation: 27.26
Population | Poverty: 10.14
Population | Unemployment: 11.87
Population | Housing Burden: 25.73

q) Information contained in a local hazard mitigation plan, information contained in a safety
element of a general plan, and any maps that identify land as a very high fire hazard zone
or maps that identify land determined to be in a state responsibility area, if it is
determined that such information is relevant to the affected territory.

The City of Santee and San Diego’s General Plan contains a hazard mitigation plan for potential
fire, flooding, and earthquakes. The affected territory lies in between a Medium to Very High
Fire Hazard Zone.
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r) Section 56668.3(a)(1) Whether the proposed annexation will be for the interest of the
landowners or present or future inhabitants within the district and within the territory
proposed to be annex to the district.

Approval of the reorganization would be in the best interest of the current and future
landowners and/or residents of the affected territory by making clear the boundaries of each
service provider going forward.
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RESOLUTION NO.
SAN DIEGO COUNTY LOCAL AGENCY FORMATION COMMISSION

MAKING DETERMINATIONS, APPROVING AND ORDERING A REORGANIZATION AND
ASSOCIATED SPHERE OF INFLUENCE AMENDMENTS

“WESTON BOUNDARY CLEANUP REORGANIZATION”
CONCURRENT ANNEXATIONS AND DETACHMENTS INVOLVING THE CITY OF SAN DIEGO,
CITY OF SANTEE, PADRE DAM MUNICIPAL WATER DISTRICT, AND COUNTY SERVICE AREA
No. 135 AND RELATED SPHERE OF INFLUENCE ACTIONS

LAFCO FILE NO. RO22-05

WHEREAS, on February 28, 2022, the City of Santee filed a resolution of application with the
San Diego County Local Agency Formation Commission, hereafter “Commission,” to initiate
jurisdictional changes under the Cortese-Knox-Hertzberg Local Government Reorganization Act
of 2000; and

WHEREAS, on November 2, 2015, the Commission approved the ‘Castlerock
Reorganization” (RO13-99) which involved the detachment of approximately 114.8
incorporated acres from the City of San Diego and annexation of the affected territory to the
City of Santee, County Service Area No. 135 and No. 69, and Padre Dam Municipal Water District
to accommodate the planned development for the “Castlerock” project; and

WHEREAS, the application seeks approval to reorganize approximately 5.3 acres of
incorporated territory within the Cities of Santee and San Diego as a “clean-up” to the
Commission’s prior approval of the “Castlerock Reorganization” (RO13-99); and

WHEREAS, the proposed reorganization involves four subject agencies: City of Santee; City
of San Diego; Padre Dam Municipal Water District; and County Service Area No. 135; and

WHEREAS, the City of San Diego and Padre Dam Municipal Water District have filed
resolutions in support of the proposed reorganization and its provisions to make certain
corrections to the jurisdictional boundaries to align with an earlier approved tentative map for
the associated Weston subdivision (previously Castlerock); and

WHEREAS, the subject agencies have agreed to a property tax exchange applicable to the
proposed reorganization as part of an annexation agreement, dated August 26, 2013; and

WHEREAS, the proposed reorganization necessitates the Commission consider certain
conforming sphere of influence amendments to accommodate the jurisdictional changes; and
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WHEREAS, the Commission’s Executive Officer has reviewed the proposed reorganization
and prepared a written report with recommendations; and

WHEREAS, the Executive Officer’s written report and recommendations on the proposed
reorganization and conforming sphere of influence amendments have been presented to the
Commission in the manner provided by law; and

WHEREAS, staff published a notice of public hearing regarding this proposal in the San
Diego Union Tribune on January 9, 2023;

WHEREAS, the Commission heard and fully considered all the evidence presented at a
noticed public meeting on the proposal on February 6, 2023;

WHEREAS, the Commission considered all the factors required by law under Government
Code Sections 56425 and 56668 as well as adopted local policies and procedures.

NOW, THEREFORE, the Commission hereby finds, determines, and orders the following:

1. The public hearing was held on the date set therefore, and due notice of said hearing
was given in the manner required by law.

2. At the public hearing, the Commission called for, heard, and considered all public
comments by interested parties and read and considered the Executive Officer’s report.

3. The Commission serves as responsible agency under the California Environmental
Quality Act (CEQA) in considering one distinct “project” associated with the
reorganization proposal and as detailed in the Executive Officer’s report: (a)
accommodating sphere of influence amendments. The City of Santee serves as lead
agency under CEQA in considering the physical effects of the reorganization proposal
and as detailed in the Executive Officer’s report: (b) the reorganization itself. The
Commission’s findings follow.

a) The Commission serves as lead agency under CEQA for the conforming sphere of
influence amendments associated with accommodating the reorganization. The
Commission finds this action — and specifically sphere of influence amendments
to City of Santee, City of San Diego, and Padre Dam Municipal Water District as
detailed in the Executive Officer’s report — is a project under CEQA but exempt
from further review under State Guidelines 15061(b)(3). This exemption
appropriately applies given it can be seen with certainty that spheres are
planning policies and any associated actions (establishment, update, or
amendment) in and of itself does not change the environment of authorize any
new uses or services.

b) The City of Santee serves as lead agency under CEQA for considering the physical
effects of the reorganization proposal as the initiating party. In this role as lead
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agency, Santee has determined the reorganization proposal is a “project” under
CEQA but no further review is required. Santee finds all potential impacts have
already been adequately considered and/or mitigated as part of the
environmental impact report (EIR) prepared and certified by the City of San Diego
(SCH No. 2004061029) for the Weston subdivision approval. ~As responsible
agency, the Commission independently concurs with Santee’s finding.

4. The Commission CONDITIONALLY APPROVES the sphere of influence amendments for
City of San Diego, City of Santee, and Padre Dam Municipal Water District to
accommodate and otherwise match the reorganization as shown in Exhibit A and
justified in the statements made in Exhibit B.

a) Approval of the above-stated sphere of influence amendments is contingent
upon the approval and related issuance of a Certificate of Completion.

5. The Commission CONDITIONALLY APPROVES the reorganization as submitted (no
modifications) and the associated jurisdictional changes for City of Santee, City of San
Diego, Padre Dam Municipal Water District, and County Service Area No. 135 as shown in
Exhibit C and further described in Exhibit D.

6. The Commission’s approval conditions for the reorganization under No. 5 are subject to
the following terms being satisfied by February 6, 2024 unless an extension is requested
and approved by the Executive Officer.

a) Completion of the 30-day reconsideration period provided under Government Code
Section 56895.

b) Submittal to the Commission of final maps and geographic descriptions of the
affected territory as approved by the Commission conforming to the requirements

of the State Board of Equalization — Tax Services Division as determined by the
County of San Diego Assessor’s Office.

¢) Submittal to the Commission of the following payments:

e A check made payable to LAFCO in the amount of $100.00 to reimburse for filing
two CEQA Notices of Exemption consistent with the findings in this resolution.

e A check made payable to LAFCO in the amount of $1,235.52 to reimburse for the
public hearing notice publication.

e A check made payable to the State Board of Equalization for processing fees in
the amount of $3,500.00.
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10.

1.

12.

13.

14.

15.

16.

e Any other fees required under the adopted LAFCO fee schedule as attested by
the Executive Officer.

The proposal is assigned the following distinctive short-term designation:
“Weston Boundary Cleanup Reorganization”

The affected territory as designated by the Commission is uninhabited as defined in
Government Code 56046.

The Commission waives protest proceedings for the reorganization under Government
Code Section 56662.
All subject agencies utilize the regular assessment roll of the County of San Diego.

As applicable, the affected territory will be liable for any existing bonds, contracts,
and/or obligations of the annexing subject agency provided under Government Code
Section 57328, and will be subject to any previously authorized taxes, benefit
assessments, fees, or charges under Government Code Section 57330.

Per Government Code Section 57202, the effective date of the approval shall be the date
of recordation of the Certificate of Completion.

As allowed under Government Code 56107, the Commission authorizes the Executive
Officer to make non-substantive corrections to this resolution to address any technical
defect, error, irregularity, or omission.

The Executive Officer is hereby authorized and directed to mail copies of this resolution
as provided in Sections 56880-56882 of the Government Code.

All general terms governing annexations authorized under Government Code Section
57300-57354 apply to this reorganization.

The Executive Officer is further authorized and directed to prepare, execute, and record
a Certificate of Completion, make the required filings with the County Assessor, County
Auditor, and the State Board of Equalization as required by Section 57200, et seq., of the
Government Code.

PASSED AND ADOPTED by the Commission on February 6, 2023 by the following vote:

AYES:

NOES:
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ABSENT:

ABSTAIN:

*%

ATTEST:

Keene Simonds
Executive Officer

EXHIBIT A
APPROVED SPHERE OF INFLUENCE AMENDMENTS

-Placeholder-
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EXHIBIT B
STATEMENTS IN SUPPORT OF THE APPROVED
SPHERE OF INFLUENCE AMENDMENTS UNDER GOVERNMENT CODE SECTION 56425

-Placeholder-
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RESOLUTION NO. 007-2022

Mitigation Monitoring and Reporting Program. (See, Annexation Agreement Section 3.14.)). The
proposed reorganization is solely a boundary clarification consistent with the project analyzed in
the EIR and approved in 2013; and

WHEREAS, the proposed annexations and detachments are not consistent with the
spheres of influence of Santee, San Diego, Padre Dam, CSA 69 or CSA 135; and

WHEREAS, Santee desires to initiate proceedings pursuant to the Act seeking approval
of the following organization and jurisdictional changes:

e Annexation of certain territory (approximately 3.8 acres) to San Diego, with
concurrent detachment from Santee, Padre Dam, CSA 69 and CSA 135, as
indicated on the map attached as Exhibit A;

e Annexation of certain territory (approximately 1.5 acres) to Santee, Padre Dam,
CSA 69 and CSA 135, with concurrent detachment from San Diego, as indicated
on the map attached as Exhibit A;

e Amendments to the applicable spheres of influence of Santee, San Diego, Padre
Dam, CSA 69 and 135 to reflect the above described detachments and
annexations.

Together, the above changes of organization and sphere of influence adjustments are
hereafter referred to as the “Weston Boundary Cleanup Reorganization;” and

WHEREAS, the Annexation Agreement included a Plan for Providing Services as required
by Government Code Section 56653, which still applies; and

WHEREAS, no new or additional sewer service, water service, fire protection service, or
police protection service is requested or required by the Weston Boundary Cleanup
Reorganization; and

WHEREAS, no further CEQA review is required for the Weston Boundary Cleanup
Reorganization.

NOW, THEREFORE, BE IT RESOLVED, by the City Council of the City of Santee,
California, that the City of Santee hereby requests LAFCO to initiate proceedings for the Weston
Boundary Cleanup Reorganization as supported by the following findings and subject to the
following terms and conditions:

SECTION 1. Effective Date of Reorganization. In accordance with Government Code
section 57202(a), the effective date of the Weston Boundary Cleanup Reorganization shall be
upon the date of recordation of the Certificate of Completion with the Recorder’s Office of the
County of San Diego, which Santee desires to occur as soon after LAFCO approval of the Weston
Boundary Cleanup Reorganization as is reasonably possible (“Reorganization Effective Date”).

SECTION 2. Sphere of Influence Amendments Effective Date. The Sphere of
Influence Amendments Effective Date shall be the date of LAFCQ’s approval of the Weston
Boundary Cleanup Reorganization.

SECTION 3. Processing of and Services to the Weston Project After the
Reorganization Effective Date. The Annexation Agreement outlines the roles of San Diego,
Santee, Padre Dam, and Tri Pointe Homes. The obligations set forth in the Annexation
Agreement, and the Plan for Providing Services included in the Original 2015 Reorganization
remain the same.
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SECTION 4. Provision of Municipal Services to the Annexation Property. The Plan
for Providing Services submitted with the Original 2015 Reorganization remains unchanged.

SECTION 5. Additional Terms and Conditions. The City Council acknowledges that
LAFCO may impose additional terms and conditions on the Weston Boundary Cleanup
Reorganization beyond those set forth in this Resolution of Application. Santee, San Diego,
Padre Dam, and Tri Pointe Homes shall reasonably consider such terms and conditions and
support them unless any such LAFCO imposed term or condition is in fundamental conflict with
the terms and conditions stated in this Resolution of Application or with the Application.

SECTION 6. CEQA Compliance. The City Council finds that because an EIR for the
Weston project, including the Annexation Agreement, was certified by San Diego in 2013 and
considered by Santee and Padre Dam as responsible agencies (See, Final Program EIR, SCH
NO. 2004061029, for the Residential Development Project (as defined in Sections 2.3 and 3.34
of the Annexation Agreement) certified by San Diego pursuant to CEQA, Public Resources Code
section 21000 et seq. (CEQA), technical studies in support of the EIR, CEQA Findings of Fact,
Statement of Overriding Considerations, and the Mitigation Monitoring and Reporting Program
(See, Annexation Agreement Section 3.14.)), and the proposed Weston Boundary Cleanup
Reorganization is solely a boundary clarification consistent with the project analyzed in the EIR
and approved in 2013, no further CEQA review is required for the Weston Boundary Cleanup
Reorganization.

BE IT FURTHER RESOLVED by the City Council of the City of Santee, California, that
this Resolution of Application is hereby approved and adopted and LAFCO is hereby requested
to initiate proceedings for the proposed Weston Boundary Cleanup Reorganization that includes
the territory as described in Exhibit “A,” according to the terms and conditions stated above and,
in the manner, provided by the Cortese Knox Hertzberg Local Government Reorganization Act of
2000. The City Manager is hereby directed file a certified copy of this Resolution of Application
together with the required LAFCO application document, once finalized, applicable LAFCO fees
and/or charges, and other documents with the Executive Officer of LAFCO.

ADOPTED by the City Council of the City of Santee, California, at a Regular Meeting
thereof held this 26th day of January, 2022, by the following roll call vote to wit:

AYES: HALL, KOVAL, MCNELIS, MINTO, TROTTER
NOES: NONE

ABSENT: NONE
APPROVED:

g
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EXHIBIT A — Map of Proposed Weston Boundary Cleanup Reorganization
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EXHIBIT A
MAP OF PROPOSED WESTON BOUNDARY CLEANUP REORGANIZATION
[Attached behind this cover page]



Agenda Item No. 6a| Attachment Four

WHEN RECORDED MAIL TO:

City of Santee

10601 Magnolia Avenue
Santee, CA 92071

Atm: City Clerk

Exempt from Filing Fees (Space above for Recorder’s Use)
Government Code § 27383

ANNEXATION AGREEMENT
among
THE CITY OF SANTEE

a California Municipal Corporation,

and
THE CITY OF SAN DIEGO

a California Municipal Corporation,

and
PADRE DAM MUNICIPAL WATER DISTRICT

a California municipal water district,

and
PARDEE HOMES,

a California Corporation.

[Dated as of 8/26/2013 for reference purposes only]
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For good and valuable consideration, including, but not limited to, the promises and
mutual covenants set forth in this Annexation Agreement, the receipt and sufficiency of which is
hereby acknowledged, the City of Santee, the City of San Diego, the Padre Dam Municipal
Water District and Pardee Homes agree as follows:

ARTICLE 1

PARTIES AND EFFECTIVE DATE

1.1 Parties. This Annexation Agreement (“Agreement”) is entered into among: (i)
the City of Santee (“Santee”), a municipal corporation and California charter city; (ii) the City of
San Diego (“San Diego”), a municipal corporation and California charter city; (iii) Padre Dam
Municipal Water District (“Padre Dam”™), a California municipal water district; and (iv) Pardee
Homes (“Pardee”), a California Corporation. Santee, San Diego, Padre Dam, and Pardee are
sometimes referred to in this Agreement individually as a “Party” and collectively as the
“Parties.” This Agreement 1s dated as of August 26, 2013, for reference purposes only, and will
become effective upon the “Effective Date” as defined in Section 1.2 below.

1.2 Effective Date. This Agreement will become effective on the first date
(“Effective Date”) on which all the following have occurred: (i) this Agreement has been
approved by Pardee, executed by its legally authorized officers, and delivered to Santee, Padre
Dam and San Diego; (ii) this Agreement has been approved by San Diego’s City Council and
executed by its duly authorized representative as designated by the San Diego City Council; (iii)
this Agreement has been approved by the Santee City Council and executed by its duly
authorized representative as designated by the Santee City Council; and (iv) this Agreement has
been approved by Padre Dam and executed by its duly authorized representative as designated by
the Padre Dam Board of Directors.

ARTICLE 2
RECITALS

2.1 Pardee owns 203.64 acres of uninhabited land (the “Residential Development
Project Property”), located in the undeveloped area of San Diego within the adopted East Elliott
Community Plan Area, adjacent to the jurisdictional boundaries of Santee and Padre Dam, as
described and depicted in Exhibit A, attached hereto.

2.2 Pardee represents and warrants to the Parties that Pardee is the legal title holder
and owner of record of the Residential Development Project Property and that no other parties
have a legal or equitable interest in the Residential Development Project Property.

23 Pardee intends to develop the Castlerock Project (the “Residential Development
Project”), which, as approved by San Diego, consists of a residential development not to exceed
430 units on a 108.72-acre portion of the Residential Development Project Property. The details
of the Residential Development Project are described and depicted in exhibits to the Residential
Development Project’s vesting tentative map and its Environmental Impact Report (“EIR™)
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(identified therein as the “Annexation Scenario™), as approved and certified by San Diego, and
are incorporated herein by this reference.

2.4 As provided in this Agreement, the Parties desire that the 108.72-acre portion of
the Residential Development Project Property on which Pardee will construct the Residential
Development Project (the “Annexation Property”) be detached from San Diego and annexed into
the jurisdictional boundaries of Santee and Padre Dam. In addition, the Parties intend that the
remaining approximately 94-acre portion of the Residential Development Project Property
remain in San Diego as open space (the “Open Space Property”). The process by which these
jurisdictional changes will occur are collectively referred to in this Agreement as the
“Reorganization.”

2.5  The East Elliott Community Plan contemplates that the Annexation Property
should be detached from San Diego and annexed to Santee. Specifically, the East Elliott
Community Plan contains the following statement: “Due to a lack of nearby residential
development or services in San Diego and proximity to residential areas, services and utilities in
Santee, de-annexation of this 117 acre area to Santee should be considered if in the future Santee
favors such an annexation.” The General Plan lLand Use Element, Section K states,
“Additionally, discussions regarding reorganizations or boundary adjustments between the City
and other adjacent jurisdictions will occur over time and will require further evaluation.”

2.6 The Land Use Element of the City of Santee’s General Plan recognizes that
residential development on the Annexation Property might be made compatible with adjacent
development in Santee, if the traffic impacts and fiscal impacts associated with the provision of
municipal services are mitigated. Specifically, Santee’s General Plan states:

East Elliot Development. The East Elliot area of the City of San
Diego borders Santee along the City’s western boundary. While
the majority of this area is planned for preservation as part of the
City of San Diego’s Multiple Species Conservation Program
Subarea Plan, there are areas directly on the City’s western border
that are designated for future residential development.

While residential development itself would be compatible with the
adjacent residential development in Santee, there could be impacts
to the City from the additional traffic generated by any future
development as well as fiscal impacts resulting from the City
providing automatic aid public services such as fire, emergency
transport and law enforcement to this area.

Policy 10.1. The City should actively pursue annexation of the
land currently under the jurisdiction of the City of San Diego,
which is located along the San Diego River at the western City
limits to the Mission Trails Regional Park MTRP, and in the East
Elliot Area on the City’s western boundary.
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Policy 10.2. The City should cooperate with adjacent jurisdictions
in establishing a Sphere of Influence.

Policy 10.3. The City shall establish a Planning Area as identified
in figure 1-5, Planning Area, pursuant to the provision of Section
65300 of the California Government Code.

2.7 Prior to the Effective Date of this Agreement, Santee, San Diego, and Pardee
approved two non-binding, inter-related letters of intent (collectively, “LOI”) setting forth: (i)
Santee and San Diego’s reservation of rights to exercise their discretion as to all matters to
negotiate or terminate negotiation of a binding annexation agreement; (i1) an understanding that
San Diego would serve as the Lead Agency for CEQA purposes and include an independent
analysis of the environmental impacts of a scenario where the Annexation Property would be
annexed into Santee; and (iii) an understanding that if San Diego approved the Residential
Development Project and an annexation agreement, then Santee would independently evaluate
whether to support the Reorganization, and if so, execute a binding annexation agreement and
serve as the LAFCO Applicant for LAFCO purposes in processing the Reorganization through
LAFCO.

2.8 Pursuant to the authority to enter into annexation-related contracts (Morrison
Homes Corporation v. City of Pleasanton (1974) 58 Cal. App. 3d 724, 733), this Agreement sets
forth the process for and the terms and conditions upon which the Annexation Property may be
detached from San Diego and annexed into Santee and Padre Dam through the Reorganization,
in the event San Diego approves the Residential Development Project.

2.9  Due to the complexity and magnitude of the Residential Development Project, as
well as the substantial financial investment associated with the development, Pardee desires for
Santee, Padre Dam and San Diego to provide a sufficient degree of certainty regarding the
provision of municipal services to the Annexation Property after San Diego approves the
Residential Development Project. Pursuant to this Agreement, San Diego, Padre Dam and
Santee provide assurances to Pardee that it will have the right to develop the Residential
Development Project in accordance with the Residential Development Project Entitlements on
the terms and conditions provided in this Agreement.

ARTICLE 3
DEFINITIONS
3.1 “Affected Local Agency” has the definition provided in Government Code section
56014.
32  “Agreement” means this Annexation Agreement.
3.3 “Annexation” has the definition provided in Government Code section 56017 and,

for this Agreement, means more specifically the addition of the Annexation Property to the
jurisdictional boundaries of Santee, Padre Dam, and any other Affected Local Agency.
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3.4 “Annexation Property” means the portion of the Residential Development Project
Property that will be annexed into the jurisdictional boundaries of Santee and Padre Dam, as
provided in Section 2.3 of this Agreement and described and depicted in Exhibit B, attached
hereto. All references to annexation, detachment or reorganization refer to the Annexation
Property.

3.5  “‘Annexation Scenario” means the development scenario further defined in the
EIR whereby the Residential Development Project would be approved, permitted and inspected
by San Diego with 430 units and annexed into the jurisdictional boundaries of Santee and Padre
Dam. As used in this Agreement, the Residential Development Project refers only to the
Annexation Scenario, unless otherwise expressly provided.

3.6 “Application” has the definition provided in Section 4.1.2 of this Agreement.

37 “Approval of Reorganization” means LAFCO’s adoption of a resolution making
determinations to approve the Reorganization pursuant to Government Code section 56880.

3.8 “Building Codes” means standard, uniform codes governing construction, as
adopted in California and/or San Diego. Examples of Building Codes include the California
Building Code, the National Electrical Code, the Uniform Plumbing Code, the Uniform
Mechanical Code, the Uniform Housing Code, and the Uniform Code for the Abatement of
Dangerous Buildings.

3.9 “CEQA” means the California Environmental Quality Act, Public Resources
Code section 21000 et seq. and the CEQA Guidelines, California Code of Regulations, Title 14,
Chapter 3 (“CEQA Guidelines”).

3.10 *“Certificate of Completion” has the definition provided in Government Code
section 56020.5.

3.11 “Detachment” has the definition provided in Government Code section 56033,
and, for this Agreement, means more specifically the removal of the Annexation Property from
the jurisdictional boundaries of San Diego.

3.12  “Early Termination” has the definition provided in Section 8.7.2 of this
Agreement.

3.13  “Effective Date” has the definition provided in Section 1.2 of this Agreement.

3.14 “EIR” means the Final Program Environmental Impact Report, SCH No.
2004061029, for the Residential Development Project certified by San Diego pursuant to the
California Environmental Quality Act, Public Resources Code section 21000 et. seq. (CEQA),
technical studies in support of the EIR, CEQA Findings of Fact, Statement of Overriding
Considerations, and the Mitigation Monitoring and Reporting Program.

3.15 “Executive Officer” has the definition provided in Government Code section
56038 and, for this Agreement, means the Executive Officer of LAFCO.
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3.16 “Expiration” has the definition provided in Section 8.7.1 of this Agreement.

3.17  “Fiscal Impact Analysis” means the fiscal study required by Section 5.4 of this
Agreement.

3.18  “Initiate” or “Initiation” has the definition provided in Government Code section
56047.

3.19 “LAFCO” means the Local Agency Formation Commission of the County of San
Diego, or any successor entity thereto.

3.20 “LAFCO Final Decision” means when LAFCO has recorded the Certificate of
Completion with the Recorders Office of the County of San Diego and (i) any ordinances or
resolutions with respect to the Certificate of Completion have taken effect; (ii) the time has
passed for any request for reconsideration or appeal of LAFCO’S Approval of Reorganization or
the Certificate of Completion to any administrative agency or court with appeal jurisdiction over
such approvals or appeals in connection therewith; (iii) no notice of referendum or initiative with
respect thereto has been published or publicized; and (iv) any appeal or litigation with respect to
the Certificate of Completion or LAFCO’S Approval of Reorganization has been prosecuted and
resolved in a manner which is not subject to remand to lower courts or governmental agencies.

3.21 “Landowner” has the definition provided in Government Code section 56048 and,
for this Agreement, is equivalent to Pardee.

3.22  “Lead Agency for CEQA” has the definition provided in Public Resources Code
section 21067 and section 15050 et seq. of the State CEQA Guidelines, and, unless text
otherwise indicates, refers to San Diego and its efforts to process the Residential Development
Project Entitlements.

3.23  “LAFCO Applicant” refers to Santee and its efforts to process the Reorganization
through LAFCO.

3.24 “LOI" means, collectively, the two interrelated letters of intent by and among San
Diego, Santee, and Pardee approved by the respective Parties.

3.25 “No Annexation Scenario” means the development scenario further defined in the
EIR whereby the Residential Development Project would be built-out in San Diego with 422
units and remain in San Diego.

3.26  “Open Space Property” means the portion of the Residential Development Project
Property that will not be annexed into the jurisdictional boundaries of Santee and Padre Dam, as
described and depicted in Exhibit C, attached hereto.

3.27 “Padre Dam” means the Padre Dam Municipal Water District, a California
municipal water district.

3.28 “Pardee” means Pardee Homes, a California corporation with its principal place
of business located at Los Angeles, California.
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3.29  “Parties” means, collectively, San Diego, Santee, Padre Dam and Pardee.
3.30  “Party” means, individually, San Diego, Santee, Padre Dam or Pardee.

331 “Permit Condition” means a condition to be included in the Residential
Development Project Entitlements set forth by San Diego that reads substantially as follows:

“With payment of San Diego processing fees, Pardee may process and complete all
requirements necessary for a final map. However, San Diego shall only approve a final
map, under the following circumstances:

(a) Upon the Approval of Reorganization, and upon satisfaction of all requirements
for obtaming a final map, and upon execution by Pardee of Padre Dam’s Contract to
Make, Install and Complete Water and/or Sewer Facilities setting forth Padre Dam’s
requirements for installation of water, wastewater and or recycled water facilities, and
submission to Padre Dam of a satisfactory faithful performance bond, San Diego may
approve the final map, for the Annexation Scenario.

) If (1) LAFCO fails to approve the Reorganization and the Annexation Agreement
terminates; (2) either City of Santee fails to approve the Annexation Agreement within 45
days (as may be extended by mutual written consent of the Parties) of San Diego’s
introduction of an ordinance approving the Annexation Agreement or Padre Dam
Municipal Water District fails to approve the Annexation Agreement within 30 days of
the latter of (i) the final passage of the City of San Diego ordinance approving the
Annexation Agreement or (ii) City of Santee’s approval of the Annexation Agreement (as
these dates may be extended by mutual written consent of the Parties); or (3) the City of
San Diego, City of Santee or Padre Dam Municipal Water District fail to approve either a
Resolution of Application for LAFCO to Take Proceedings on the Reorganization or a
Resolution of Support for the LAFCO Application, respectively, pursuant to section 4.1
of this Agreement, then upon satisfaction of all requirements for obtaining a final map,
San Diego may consider approval of the final map for the No Annexation Scenario by the
San Diego City Council.”

The Parties agree and acknowledge Santee and Padre Dam’s execution of this Agreement
permitting San Diego’s consideration of the approval of the final map for the No
Annexation Scenario does not constitute a waiver of the rights of Santee and Padre Dam
to challenge the approval of the No Annexation Scenario and the approval of the final
map for the No Annexation Scenario.

3.32  “Reorganization” means the Detachment of the Annexation Property from San
Diego and Annexation of the Annexation Property into the jurisdictional boundaries of Santee,
Padre Dam, CSA No. 69, and other Affected Local Agency, as provided in Government Code
section 56073 and sections 56650 et seq., as well as any required adjustments to the Santee,
Padre Dam, and San Diego Spheres of Influence and related changes to the jurisdictional
boundaries and/or Spheres of Influence of any other Affected Local Agency, as set forth in
Santee’s Resolution of Application for Reorganization.
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3.33 *“Reorganization Effective Date” has the definition provided in Section 5.1 of this
Agreement,

3.34 “Residential Development Project” means the Castlerock Project proposed by
Pardee for construction on the Residential Development Property, as is more particularly defined
in Section 2.3 of this Agreement. As used in this Agreement, the term Residential Development
Property refers only to the Annexation Scenario, unless the No Annexation Scenario is expressly
referenced.

335 “Residential Development Project Build-Out” means the issuance of the last
permit needed to occupy and use the last structure or facility identified in the Residential
Development Project Entitlements or an earlier time as the Parties may mutually agree in
writing.

336 “Residential Development Project Entitlements” means the discretionary
approvals issued by San Diego as part of the approval of the Residential Development Project.
The Residential Development Project Entitlements include, but are not limited to, the
certification of the EIR and related approvals required pursuant to CEQA, Planned Development
Permit, Site Development Permit for Environmentally Sensitive Lands, the Rezone, General Plan
Amendment, Community Plan Amendment, Vesting Tentative Subdivision Map, MSCP
Boundary Line Adjustment and any facilities financing mechanisms. As used in this Agreement,
Residential Development Project Entitlements refers only to the entitlements for the Annexation
Scenario, unless the No Annexation Scenario is expressly referenced.

3.37 “Residential Development Project Property” has the definition provided in
Section 2.1 of this Agreement and is described and depicted in Exhibit A, attached hereto.

3.38 “Resolution of Application for Reorganization” means the document that Santee
will approve in order to initiate the Reorganization, as provided in Government Code section
56073.1.

3.39 “San Diego” means the City of San Diego, a California municipal corporation and
charter city.

340 “Santee” means the City of Santee, a California municipal corporation and charter
city.

3.41 “Sphere of Influence” has the definition provided in Government Code section
56076.

ARTICLE 4

THE REORGANIZATION

4.1 Initiation of Proceedings.
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4.1.1 Santee as Proponent of Reorganmization. Santee, as the LAFCO
Applicant, shall adopt a Resolution of Application for Reorganization, in substantially the form
described in Exhibit D, attached hereto, within sixty (60) calendar days of the Effective Date of
this Agreement or concurrent with a hearing to approve this Agreement. Pardee, San Diego,
Santee, and Padre Dam shall review and approve in writing all modifications to the attached
Resolution of Application for Reorganization prior to adoption by Santee and submission to
LAFCO. For purposes of this paragraph only, the review and approval of modifications to the
Resolution of Application may be made by the City Manager of Santee, Mayor of San Diego, the
General Manager of Padre Dam or their respective designees. Santee shall process the
Reorganization with LAFCO to obtain a Certificate of Completion for the Reorganization.
Except as otherwise provided in this Agreement, Santee hereby irrevocably consents to the
Reorganization and agrees to not in any way object to, protest, delay, frustrate, or otherwise
impede the Reorganization. Provided that Pardee, Padre Dam, and San Diego have fully
complied with their obligations set forth in this Agreement, Santee shall cooperate in every
reasonable way with the requests of Pardee, San Diego, Padre Dam, LAFCO, and any other
Affected Local Agency in any proceedings for the Reorganization. Notwithstanding any other
provision herein, failure to adopt the applicable resolution within 60 calendar days or obtain the
parties’ written mutual consent for an extension of time to adopt the applicable resolution will
terminate this Agreement and cause San Diego’s discretionary approval of the Residential
Development Project Entitlements related to the No Annexation Scenario to go into effect. The
tolling provisions of section 7.5 shall survive the termination and Santee and Padre Dam shall
have the right to file a claim related to such Residential Development Project Entitlements within
30 days. '

4.1.2 Timing, Form and Content of Application. Santee shall submit an
Application for Reorganization (“Application”) within sixty (60) calendar days of its approval of
a Resolution of Application for Reorganization. The form and content of the Application shall
be as provided in Government Code section 56652 and LAFCO policy, including any necessary
information regarding an adjustment to Santee’s Sphere of Influence and Padre Dam’s Sphere of
Influence in order to serve the Annexation Property and shall be in substantially the form
described in Exhibit E, attached hereto. Pardee, San Diego, Santee, and Padre Dam shall
review and approve in writing all modifications to the attached Application prior to submission
to LAFCO. For purposes of this paragraph only, review and approval of modifications to the
Application may be made by the City Manager of Santee, Mayor of San Diego, the General
Manager of Padre Dam or their respective designees. The Application will also include this
Agreement. The Parties agree to jointly work to ensure that the Application satisfies the LAFCO
form and content requirements.

4.1.3 San Diego Resolution of Support. San Diego shall adopt a Resolution of
Support for Santee’s Application within sixty (60) calendar days of the Effective Date of this
Agreement or concurrent with a hearing to approve this Agreement. Except as otherwise
provided in this Agreement, San Diego hereby irrevocably consents to the Reorganization and
agrees to not in any way object to, protest, delay, frustrate, or otherwise impede the
Reorganization. Provided that Pardee, Padre Dam and Santee have fully complied with their
obligations set forth in this Agreement, San Diego shall cooperate in every reasonable way with
the requests of Pardee, Santee, LAFCO, Padre Dam and any other Affected Local Agency in any
proceedings for the Reorganization. Notwithstanding any other provision herein, failure to adopt
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the applicable resolution within 60 calendar days or obtain the parties’ written mutual consent for
an extension of time to adopt the applicable resolution will terminate this Agreement and cause
San Diego’s discretionary approval of the Residential Development Project Entitlements related
to the No Annexation Scenario to go into effect. The tolling provisions of section 7.5 shall
survive the termination and Santee and Padre Dam shall have the right to file a claim related to
such Residential Development Project Entitlements within 30 days.

4.1.4 Padre Dam Resolution of Support. Padre Dam shall adopt a Resolution
of Support for Santee’s Application within sixty (60) calendar days of the Effective Date of this
Agreement or concurrent with consideration of approval of this Agreement. This resolution shall
be included, if feasible, with Santec’s Application or, in any case, shall be transmitted to LAFCO
not later than thirty (30) calendar days after Santee’s submission of the Application to LAFCO.
Except as otherwise provided in this Agreement, Padre Dam hereby irrevocably consents to the
Reorganization and agrees to not in any way object to, protest, delay, frustrate, or otherwise
impede the Reorganization. Provided that Pardee, San Diego and Santee have fully complied
with their obligations set forth in this Agreement, Padre Dam shall cooperate in every reasonable
way with the requests of Pardee, Santee, LAFCO, San Diego and any Affected Local Agency in
any proceedings for the Reorganization. Notwithstanding any other provision herein, failure to
adopt the applicable resolution within 60 calendar days or obtain the parties’ written mutual
consent for an extension of time to adopt the applicable resolution will terminate this Agreement
and cause San Diego’s discretionary approval of the Residential Development Project
Entitlements related to the No Annexation Scenario to go into effect. The tolling provisions of
section 7.5 shall survive the termination and Santee and Padre Dam shall have the right to file a
claim related to such Residential Development Project Entitlements within 30 days.

4.1.5 Purpose of Resolutions. It is the intent of the Parties that the resolutions
called for in this Section 4.1 of the Agreement shall satisfy the provisions of Government Code
section 56751(d) and 56857(c) and make the provisions of Government Code sections 56751(a)
—(c) and 56857(a) — (d) inapplicable to the Reorganization.

4.1.6  Compliance with Government Code section 56375(a)(7). Government
Code section 56375(a)(7) provides that LAFCO “shall require, as a condition to annexation, that
a city prezone the territory to be annexed or present evidence satisfactory to the commission that
the existing development entitlements on the territory are vested or are already at buildout, and
are consistent with the city’s general plan.” (Emphasis added.) The Parties intend this
Agreement to serve as satisfactory evidence that the Residential Development Project
Entitlements, as applied to the Residential Development Project, are vested and consistent with
Santee’s General Plan as of the Effective Date.

4.1.7 Landowner-Owner Consent Form; Irrevocable Consent. Within thirty
(30) days of the Effective Date of this Agreement, Pardee shall execute and cause to be
submitted to Santee in connection with the Application a Landowner-Consent Form in support of
the Reorganization in the form required by LAFCO. Except as otherwise provided in this
Agreement, Pardee hereby irrevocably consents to the Reorganization and agrees to not in any
way object to, protest, delay, frustrate, or otherwise impede the Reorganization. Provided that
Santee, Padre Dam and San Diego have fully complied with their obligations set forth in this
Agreement, Pardee shall cooperate in every reasonable way with the requests of Santee, Padre
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Dam, San Diego, LAFCO, any Affected Local Agency and any other public agency in any
proceedings for the Reorganization. Pardee shall also cause to be prepared all legal descriptions,
parcel/plan maps and other maps required by LAFCO for the Reorganization.

4.1.8 Plan For Providing Services. A Plan for Providing Services consistent
with the requirements in Government Code section 56653, in substantially the form described in
Exhibit F, attached hereto, shall be submitted as part of Santee’s Application. Pardee, Santee,
San Diego and Padre Dam shall review and approve in writing all modifications to the attached
Plan for Providing Services prior to submission to LAFCO. For purposes of this paragraph only,
the review and approval of modifications to the Plan for Providing Services may be made by the
City Manager of Santee, Mayor of San Diego, General Manager of Padre Dam or their respective
designees.

4.1.9 Environmental Document. The Parties intend that the EIR shall be the
environmental documentation used by San Diego, Santee, LAFCO, Padre Dam, or other
Affected Local Agency to comply with CEQA in the consideration of the Reorganization.
Pardee shall be responsible for causing the appropriate number of copies of the EIR and related
documents to be provided for the Application. If LAFCO requires additional information related
to the environmental documentation, the Parties shall make reasonable efforts to provide the
information to LAFCO, and Pardee shall be solely responsible for such costs.

4.1.10 LAFCO Processing Fees. Pardee shall be solely responsible for
providing all LAFCO processing fees pursuant to LAFCO’s standard policies or as may
otherwise be required to process the Reorganization.

4.1.11 Complete Application. The Parties anticipate that LAFCO may require
additional information prior to deeming the Application complete. The Parties shall make
reasonable efforts to provide the information to LAFCO.

4.2 LAFCO Hearing and Decision.

4.2.1 Assistance of Parties to LAFCO Executive Officer and Staff. The
Parties shall make reasonable efforts to timely respond to requests for information from the
Executive Officer and LAFCO staff as necessary for the processing of the Reorganization
through the LAFCO hearing process.

4.2.2 Participation in Hearing Process. The Parties shall make reasonable
efforts to ensure that their appropriate representatives prepare for and attend LAFCO meetings
and public hearings as necessary for the processing of the Reorganization through the hearing
process.

43  Reorganization Processing Costs.

43.1 Pardee. Pardee shall be solely responsible for all costs and fees, including
attorney’s fees or other obligations incurred by it for the Residential Development Project, the
EIR and the Reorganization. In addition, except as may otherwise be expressly provided in this
Agreement, Pardee shall pay all costs and fees, including attorney’s fees associated with
processing the Residential Development Project, the EIR and the Reorganization and other
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obligations of Santee, Padre Dam and San Diego in connection with processing the Residential
Development Project, the EIR and the Reorganization. However, such costs and fees shall not
include any costs and fees related to any challenge initiated or joined in by Santee, San Diego, or
Padre Dam to the issuance of any project permits or approvals. Pardee shall establish or
maintain throughout the term of this Agreement refundable deposit accounts with San Diego,
Padre Dam and Santee, respectively, against which Santee, Padre Dam, and San Diego may draw
its reasonable costs and fees, including attorney’s fees, and other monetary obligations. Within
ten (10) days of receipt of a written request, Pardee shall replenish the deposit account in
accordance with Santee, Padre Dam and San Diego’s respective published deposit requirements.
Pardee acknowledges and agrees that its failure to replenish the deposit accounts will result in
suspension of work by the Party requesting that the account be replenished.

4.3.2 Santee. Santee shall be entitled to be reimbursed by Pardee as provided in
Section 4.3.1 for its reasonable costs and fees incurred in connection with processing the
Residential Development Project, EIR and the Reorganization in accordance with its published
fee schedules applicable throughout its territory. Except as may otherwise be expressly provided
in this Agreement, Santee shall have no obligation for the costs and fees incurred by Pardee,
Padre Dam or San Diego in connection with the Residential Development Project, EIR or the
Reorganization.

4.3.3 San Diego. San Diego shall be entitled to be reimbursed by Pardee as
provided in Section 4.3.1 for its reasonable costs and fees incurred in connection with processing
the Residential Development Project, EIR and the Reorganization in accordance with its
published fee schedules applicable throughout its territory. Except as may otherwise be expressly
provided in this Agreement, San Diego shall have no obligation for the costs and fees incurred
by Pardee, Padre Dam or Santee in connection with processing the Residential Development
Project, EIR or the Reorganization.

434 Padre Dam. Padre Dam shall be entitled to be reimbursed by Pardee as
provided in Section 4.3.1 for its reasonable costs and fees incurred in connection with processing
the Residential Development Project, EIR and the Reorganization in accordance with its
published fee schedules applicable throughout its service area. Except as may otherwise be
expressly provided in this Agreement, Padre Dam shall have no obligation for the costs and fees
incurred by Pardee, San Diego, or Santee in connection with processing the Residential
Development Project, EIR or the Reorganization.

ARTICLE 5

LAFCO TERMS AND CONDITIONS

5.1 Effective Date of Reorganization. In accordance with Government Code section
57202(a), the Parties agree, and shall include as a term and condition in the Application, a
condition that the Reorganization Effective Date shall be upon the date of recordation of the
Certificate of Completion with the Recorders Office of the County of San Diego, which the
Parties desire to occur as soon after LAFCO Approval of the Reorganization as is reasonably
possible.
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5.2 [intentionally omitted]

5.3 Processing of and Services to the Residential Development Project After the
Reorganization Effective Date.

5.3.1 Role of San Diego. San Diego shall process, permit and inspect the
Residential Development Project in accordance with the Residential Development Project
Entitlements, including the Permit Condition, applicable Building Codes, policies and practices
and this Agreement, except as provided in Section 5.3.3 below. San Diego shall take such
actions that it would otherwise take regarding the Residential Development Project absent the
Reorganization, except as may be modified by this Agreement.

53.2 Role of Santee. Santee shall have no obligation to process, permit or
inspect the Residential Development Project. However, Santee shall be provided with
reasonable access to the Residential Development Project by Pardee in order to monitor the
progress of the Residential Development Project and its compliance with the Residential
Development Project Entitlements. In the event that Santee believes, based upon its informal
mspection of the Residential Development Project, that the Residential Development Project or
portions thereof are not in compliance with the Residential Development Project Entitlements,
Santee shall provide written notice of its concerns and the Parties shall meet and confer and
make reasonable efforts to resolve them. If the Parties are unable to resolve Santee’s concerns
through a meet and confer process, the Mayor of San Diego or his or her designee shall make a
final administrative decision regarding the concerns, subject to Santee’s rights to challenge that
decision through the provisions of Article 6 of this Agreement. Pardee shall reimburse Santee
for the costs of all reasonably necessary informal inspections, for a total cost not to exceed
$8,000 per calendar year. Such inspections are informal, and in no way alter San Diego’s sole
authority to process, permit or inspect the Residential Development Project.

5.3.3 Role of Padre Dam. Padre Dam shall process and inspect the plan,
design, and construction of the Residential Development Project’s water, sewer and recycled
water infrastructure for connection to Padre Dam. Padre Dam shall be provided with reasonable
access to the Residential Development Project by Pardee in order to monitor the progress of the
water, sewer and recycled water infrastructure portion of the Residential Development Project
and its compliance with Padre Dam’s standards and approved material requirements including
but not limited to the Water Agency Standards adopted by Padre Dam, Padre Dam’s rules and
regulations, and the Contract to Make, Install and Complete Water and/or Sewer Facilities to be
entered into by Pardee and Padre Dam prior to commencement of construction. All water, sewer
and recycled water facilities shall be inspected and tested in accordance with the Water Agency
Standards adopted by Padre Dam. Pardee shall reimburse Padre Dam for the costs of all
inspections in accordance with Padre Dam’s published fee schedules applicable throughout its
service area,

5.3.4 Pardee’s Obligation; Property Maintenance. Pardee shall make
reasonable efforts to process the Residential Development Project with San Diego, and with
Padre Dam with regard to water, sewer and recycled water infrastructure construction, to
completion. At all times, Pardee shall maintain the Annexation Property in good condition and
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in compliance with reasonable maintenance standards sufficient to keep the Annexation Property
free from fire hazards, visible defects, deterioration, dirt and debris.

5.4  Distribution of Processing Fees, Mitigation Fees, Credits, Open Space and
Other Revenue from the Residential Development Project and the Residential Development
Project Property.

54.1 General Intent of the Parties. The Parties intend that the Party that
provides a particular service to the Residential Development Project or the Residential
Development Project Property, or that will bear the impact for which a fee is imposed, should
receive the fees or revenue associated with that service or impact. The Parties desire that this
general intent guide the resolution of any future disputes about which Party should receive a fee
or revenue associated with the Residential Development Project on the Residential Development
Project Property, unless otherwise expressly provided in this Agreement. It is also the intent of
the Parties to comply with Government Code sections 66000 - 66025 and not to duplicate fees
charged to Pardee.

5.4.2 Annexation Agreement/Revenue Sharing Agreement. The Parties
intend this section to fulfill LAFCO requirements for a Revenue Sharing Agreement among the
Parties. To the extent not already addressed in this Agreement, Santee, San Diego and Padre
Dam shall negotiate any further LAFCO-required revenue sharing agreement allocating the
municipal share of property taxes and fee related revenue. Santee shall submit any further
LAFCO-required revenue sharing agreement to LAFCO in accordance with legal requirements.

5.4.3 Fiscal Impact Analysis. The Parties have caused the preparation of a
Fiscal Impact Analysis, described in Exhibit G, attached hereto, which identifies both the current
and anticipated taxes, fees, assessments and other revenue associated with the Residential
Development Project and the Annexation Property and the anticipated costs for the provision of
various municipal services to the Residential Development Project and the Annexation Property.
The Parties intend to use the Fiscal Impact Analysis as a guide to help the Parties to: (a) properly
allocate the revenue from the Residential Development Project or Annexation Property to the
Party that provides the service or bears the impact for which the revenue is provided, in
accordance with the general intent of Section 5.4.1 above; (b) to assist in the calculation of the
annual operating deficiency, if any; (c) to avoid duplication of fees; and (d) to help satisfy any
[LLAFCO-related information requirements.

5.4.4 Distribution of Revenue and Other Items. The Parties have attempted
to identify the known taxes, fees, assessments, credits, dedications and other revenue generated
from the Residential Development Project or the Annexation Property described in Exhibit H,
attached hereto, and for each such item, the Parties have designated the Party entitled to receive
the item.

5.4.5 Payment of Fees by Pardee. Prior to the issuance by San Diego of any
permits for the Residential Development Project, Pardee must pay the fees, assessments or other
amount related to the permit and required to be paid prior to permit issuance to the Party entitled
to receive the fee, assessment or payment. If the payment is due to San Diego, Pardee shall
make such payment directly to San Diego. If the payment is due to Santee or Padre Dam, Pardee
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must make the payment directly to Santee or Padre Dam, obtain a receipt for the payment and
submit the receipt to San Diego prior to permit issuance. Pardee agrees to use reasonable efforts
to ensure that all required fees are paid to the Party designated to receive such payment prior to
permit issuance. If a permit is issued prior to the payment of all required fees, Pardee is still
obligated to pay the required fee to the designated Party.

54.6 Payment of Local Share of Property Taxes. Pardee or other landowners
within the Annexation Property shall satisfy their duty to pay tax revenue to the Parties identified
in Exhibit H, attached hereto, through payment of applicable property taxes to the County of San
Diego’s Assessor’s Office through the Assessor’s Office’s proscribed means. If San Diego
receives the local government share of property taxes for the Annexation Property after the
Reorganization Effective Date, then San Diego shall transfer such property taxes to the Parties
identified in Exhibit H, attached hereto, in accordance with the percentage of time during the
annual assessment period that services were required to be provided by such Parties pursuant to
this Agreement.

54.7 Undesignated Government Revenue. In the event that government
- revenue is generated from the Residential Development Project or the Annexation Property that
are not identified, in whole or in part, in this Agreement, such revenue shall be distributed in a
manner consistent with the general intent expressed in Section 5.4.1 above. The Mayor of San
Diego, the City Manager of Santee and the General Manager of Padre Dam, or their respective
designees, as applicable, shall within thirty (30) days of the identification of the revenue meet
and confer in good faith to mutually agree upon that should receive such revenue. If the Parties
cannot mutually agree, San Diego, Santee and Padre Dam, (“Revenue Disputing Parties™) as
applicable, shall resolve the issue by participating in at least four hours of mediation prior to
filing any court action. The mediation shall be held in San Diego, California, before a mediator
selected by the Revenue Disputing Parties. The mediation shall be commenced by any Revenue
Disputing Party making a written demand for mediation to another party. Within 15 days after
such demand is made, the Revenue Disputing Parties shall mutually select a mediator. If the
Revenue Disputing Parties are unable to agree on a mediator, the administrator of JAMS in San
Diego, California shall select an independent mediator. The Revenue Disputing Parties to the
mediation shall equally share the costs of the mediation, however, no Revenue Disputing Party
shall be required to pay more than $4,000 in connection with any single mediation under this
agreement unless such Revenue Disputing Party agrees to do so in writing. All applicable
statutes of limitation and defenses based upon the passage of time shall be tolled until 15 days
after the date of the mediation session. The Revenue Disputing Parties will take such action, if
any, required to effectuate such tolling. California Evidence code § 1119 through § 1128 shall
apply to the mediation. If a Revenue Disputing Party fails to cooperate to commence and/or
participate in a mediation session, then, notwithstanding anything above, the other Revenue
Disputing Party shall be free to file a court action even if no mediation session has taken place.
Upon resolution, the Parties shall execute an Annexation Agreement Operating Memorandum
confirming the allocation. Such Annexation Agreement Operating Memorandum may be signed
by the City Manager of Santee, the Mayor of San Diego, the General Manager of Padre Dam or
their respective designees.

5.4.8 Municipal Services Cost Neutrality. The provision of municipal
services to the Residential Development Project or Annexation Property is intended be on a cost
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neutral basis to Santee. The Parties agree such cost neutrality is satisfied because the Parties
caused the preparation of the Fiscal Impact Report, described in Exhibit G, attached hereto, that
concludes that Santee’s cost of services will be equal to or less than the revenue Santee
anticipates it will receive from the Project.

549 Housing Credits and Inclusionary Affordable Housing Fees. San
Diego shall be entitled to receive credit towards its share of the regional housing needs allocation
(“RHNA?”) for the number of qualifying units, if any, in the Residential Development Project.
Santee shall make reasonable efforts to assist San Diego in receiving such credit, and agrees to
reasonably consider executing any agreements necessary to cause San Diego to receive such
credit. In addition, San Diego shall be entitled to receive any and all inclusionary housing fees
associated with the Residential Development Project as may be established by the Residential
Development Project Entitlements or San Diego’s rules and regulations. The anticipated amount
based on the current fee and estimated square footage of the homes is identified in Exhibit H,
attached hereto. Santee shall not collect inclusionary housing fees or condition Pardee to
construct affordable housing units on-site or off-site.

5.4.10 Open Space Deeds and Vernal Pool Maintenance Fees. The City of
San Diego shall accept fee title to the Open Space Property identified in the Residential
Development Project Entitlements, in accordance with the Residential Development Project
Entitlements and Santee shall have no obligation related to open space lands on the Open Space
Property. In addition, notwithstanding any other term of this Agreement, San Diego shall be
entitled to receive any and all mitigation fees related to the maintenance of vernal pools within
the Open Space Property, as identified in Exhibit H, attached hereto.

5.5 Provision of Municipal Services to the Annexation Property.

5.5.1 Water, Sewer, and Recycled Water. Upon the Reorganization Effective
Date, Padre Dam shall provide water, sewer and recycled water services to the Annexation
Property. Pardee shall construct or cause the construction of all on-site public improvements and
off-site public improvements necessary to connect to Padre Dam’s water, sewer and recycled
water services as required by the Residential Development Project Entitlements and Padre Dam’s
standards and approved material requirements including but not limited to the Water Agency
Standards adopted by Padre Dam, Padre Dam’s rules and regulations, and the Contract to Make,
Install and Complete Water and/or Sewer Facilities to be entered into by Pardee and Padre Dam
prior to commencement of construction. All water, sewer and recycled water facilities shall be
inspected and tested in accordance with the Water Agency Standards adopted by Padre Dam.
Pardee shall pay sewer and water capacity fees and other applicable fees, to Padre Dam in
accordance and compliance with fee schedules in effect at the time of payment by Pardee to
Padre Dam, as identified in Exhibit H, attached hereto. Padre Dam shall recover all of its other
expenses not associated with the sewer and water capacity fee through monthly water, sewer and
recycled water rates charged to users in accordance with rules and regulations applicable to
Padre Dam. Upon the Reorganization Effective Date, Padre Dam shall provide water, sewer and
recycled water services to the Annexation Property at the same level of service and upon the
same terms and conditions as provided to other properties within Padre Dam’s service area and
assess such users monthly water, sewer and recycled water rates in accordance the rules and
regulations applicable to Padre Dam.
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5.5.2 Fire & Life Safety. Upon the Reorganization Effective Date, Santee shall
provide or cause to be provided primary fire and life safety services to the Annexation Property
and San Diego shall provide or cause to be provided fire and life safety services pursuant to the
original terms of the 1984 Automatic Aid Agreement between San Diego and the Santee Fire
Protection District on file in the Office of the City Clerk of San Diego as Document No. RR-
262067 (“Automatic Aid Agreement”). Prior to the Reorganization Effective Date, San Diego
shall provide primary fire and life safety services to the Annexation Property and Santee shall
provide or cause to be provided fire and life safety services pursuant to the 1984 Automatic Aid
Agreement.

5.53 Law Enforcement Services. Upon the Reorganization Effective Date,
Santee shall provide or cause to be provided primary law enforcement services to the Annexation
Property. The Parties acknowledge that Santee provides law enforcement services within its
jurisdiction through a contract with the San Diego County Sheriff’s Department. Santee
anticipates that it will provide law enforcement services to the Annexation Property through its
existing contract with the San Diego County Sheriff’s Department. Nothing in this Agreement
requires Santee to have or maintain its own law enforcement department or to continue its
contract with the San Diego County Sheriff’s Department; provided, however, that Santee shall
provide law enforcement services to the Annexation Property on the same level of service and
upon the same terms and conditions as provided other areas of Santee. Prior to the
Reorganization Effective Date, San Diego shall provide primary law enforcement services to the
Annexation Property.

5.54 Other Municipal Services. Upon the Reorganization Effective Date,
Santee shall provide or cause to be provided other municipal services to the Annexation Property
other than the permitting and inspection services provided by San Diego and Padre Dam under
this Agreement.

5.6  Full Faith and Credit Given to Right to Develop the Residential Development
Project in Accordance with the Residential Development Project Entitlements.

5.6.1 Full Faith and Credit of Development Rights. The Parties agree that
Pardee shall have the right to develop the Residential Development Project in accordance with
the Residential Development Project Entitlements, and Santee agrees to give full faith and credit
to the Residential Development Project Entitlements on the terms and conditions as issued by
San Diego. To the extent the Residential Development Project Entitlements provide Pardee with
vested rights to develop the Residential Development Project in accordance with the Residential
Development Project Entitlements, Santee agrees to give full faith and credit to those vested
rights on the same terms and conditions as San Diego. The full faith and credit created herein is
not intended to either expand or contract Pardee’s right to develop the Residential Development
Project in accordance with the Residential Development Project Entitlements. The full faith and
credit created herein is intended to provide Pardee with the assurance that Santee will honor
Pardee’s vested development rights in the same manner and under the same conditions as San
Diego. The Term of this Agreement does not have any effect on any vesting of rights under the
Residential Development Project Entitlements or the length of time under which those rights, if
any, are vested. Notwithstanding the foregoing, the Parties acknowledge that the Residential
Development Project’s Vesting Tentative Map is tolled for five years, until a LAFCO Final
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RESOLUTION OF APPLICATION BY THE CITY COUNCIL
OF THE CITY OF SANTEE REQUESTING THAT THE LOCAL AGENCY FORMATION
COMMISSION OF THE COUNTY OF SAN DIEGO INITIATE PROCEEDINGS FOR
THE DETACHMENT OF A PROPOSED RESIDENTIAL DEVELOPMENT PROJECT,
KNOWN AS CASTLEROCK, FROM THE CITY OF SAN DIEGO AND FOR THE
ANNEXATION OF THE PROJECT SITE INTO THE JURISDICTIONAL BOUNDARIES
OF THE CITY OF SANTEE AND PADRE DAM MUNICIPAL WATER DISTRICT

WHEREAS, the City of Santee (hereinafter “Santee”) actively monitors and
comments on all significant development proposals beyond its jurisdictional boundaries
which are located within a defined Planning Area as depicted in Figure 1-5 of Santee’s
General Plan; and

WHEREAS, in 2003 Pardee Homes (hereinafter “Pardee”) submitted to the City
of San Diego (hereinafter “San Diego”) an application for a residential development
project known as Castlerock (hereinafter “Project”) within the East Elliot area of San
Diego which is within Santee’s defined Planning Area, and the City of Santee has been
monitoring the application since that time; and

WHEREAS, in 2012 Pardee prepared, and San Diego circulated for public review
and comment, a Draft Environmental Impact Report (SCH#2004061029) for the Project,
which analyzes a dual development scenario, whereby under the first scenario 422 units
would be developed in San Diego, and under the second scenario, approximately
108.72 acres of the Project site would be detached from San Diego and annexed to
Santee; and

WHEREAS, on , 2013, San Diego certified the Final
Environmental Impact Report (hereinafter “FEIR”), Findings of Fact and a Statement of
Overriding Considerations, approved the Project and approved an Annexation
Agreement (hereinafter “Annexation Agreement”) that outlines a process to detach
approximately 108.72 acres of the Project site from San Diego and annex that property
into the jurisdictional boundaries of Santee and the Padre Dam Municipal Water District
(hereinafter “Padre Dam”), and corresponding adjustments to spheres of influence; and

WHEREAS, Pardee, San Diego, Santee and Padre Dam have taken steps to
approve the Annexation Agreement, a copy of which is attached hereto as Exhibit “A,”;
and

WHEREAS, pursuant to the Annexation Agreement, the City Council of the City
of Santee desires to initiate proceedings pursuant to the Cortese-Knox-Hertzberg Local
Government Reorganization Act of 2000 (Government Code section 56000 et seq.)
(hereinafter the “Act’) seeking approval of the following organizational and jurisdictional
changes:

. Detachment of the Project site, the boundaries of which are described in
Exhibit “B” attached hereto (hereinafter “Territory”), from San Diego;
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o Annexation of the Territory to the Santee, Padre Dam, County Service
Area 69 and County Service Area 135;

® The above described detachment and annexations are not consistent with
the spheres of influence of Santee, San Diego, Padre Dam, County
Service Area 69 or County Service Area 135, therefore it is proposed and
requested that the applicable spheres of influence be concurrently
adjusted to reflect the above described detachment and annexations.

Together the above changes of organization and sphere of influence adjustments are
hereafter referred to as the “Reorganization;” and

WHEREAS, the plan for providing services prepared in accordance with the
requirement of Government Code section 56653 is attached hereto as Exhibit “C”
(hereinafter “Plan for Services”) and as further explained in Section 5.4 of the
Resolution; and

WHEREAS, the Local Agency Formation Commission of the County of San
Diego (hereinafter “LAFCO”), is the state-mandated regulatory agency established by
the Act to review and approve proposed jurisdictional boundary changes, including
annexations and detachments of Territory to and/or from cities and special districts
principally to discourage urban sprawl and to encourage the orderly and efficient
provision of services; and

WHEREAS, the Reorganization is consistent with the legislative intent of the Act
in that it will provide for orderly development of the Territory and for more efficient
services to the future inhabitants of the Territory through Santee. Padre Dam, County
Service Area 69 and County Service Area 135 as shown in the Plan for Services; and

WHEREAS, Government Code section 56375(a)(7) provides that LAFCO
require, as a condition to annexation, that a city prezone the Territory to be annexed, or,
alternatively, to present evidence satisfactory to LAFCO that the existing development
entittements on the Territory are vested and consistent with the city’s General Plan. This
Resolution and the Annexation Agreement provide evidence that the Project
entitlements are vested and consistent with Santee’s General Plan in accordance with
the terms of the Annexation Agreement. Through the Annexation Agreement, Santee
agrees to provide full faith and credit to the vested rights of Pardee upon the same
terms and conditions as San Diego; and

WHEREAS, the Territory subject to the Reorganization is uninhabited, and a
description of the external boundary of the Territory is set forth in Exhibit “B;” and

WHEREAS, San Diego has eliminated or substantially lessened all significant
effects on the environment, where feasible, as shown in its findings under Section
21081(A)(2) of the California Environmental Quality Act (‘CEQA”) and Section 15091 of
the CEQA Guidelines, and has determined that any remaining significant effects found
to be unavoidable under Section 15901 are acceptable due to overriding concerns as
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described in Section 15093; and

WHEREAS, for purposes of the CEQA analysis of the Reorganization, Santee is
a Responsible Agency (CEQA Guidelines Section 15381), and the FEIR , Findings of
Fact and Statement of Overriding Considerations shall be the environmental
documentation used by Santee and others related to the processing of the
Reorganization; and

WHEREAS, on the Director of Development Services set this item for a
public hearing, and the Notice of Public Hearing was published in the Union Tribune
on and ; and

WHEREAS, the City Council considered the Staff Report, all recommendations
by staff, and public testimony.

NOW, THEREFORE, BE IT RESOLVED by the City of Santee City Council, after
considering the evidence presented in the public hearing, that Santee hereby requests
LAFCO to initiate proceedings for the Reorganization as supported by the following
findings and on the following terms and conditions:

SECTION 1: Consistency with Santee’s General Plan

The possibility of annexation of property adjacent to Santee is discussed in Santee’s
General Plan (City Council Resolution No. 63-2003, adopted on August 27, 2003).
While development specifics were unknown at the time, the Land Use Element
recognizes that residential development, such as the Project, might be made compatible
with adjacent development in Santee, if the traffic impacts and fiscal impacts associated
with the provision of municipal services are mitigated. Specifically, the General Plan
includes the following language found on Page 1-14:

East Elliot Development. The East Elliot area of the City of San Diego borders Santee
along the City’'s western boundary. While the majority of this area is planned for
preservation as part of the City of San Diego’s Multiple Species Conservation Program
Subarea Plan, there are areas directly on the City’s western border that are designated
for future residential development.

While residential development itself would be compatible with the adjacent residential
development in Santee, there could be impacts to the City from the additional traffic
generated by any future development as well as fiscal impacts resulting from the City
providing automatic aid public services such as fire, emergency transport and law
enforcement to this area.

Initiation of proceedings for the Reorganization is consistent with Santee’s General Plan
because the Reorganization as described in the Annexation Agreement will mitigate the
impacts of the Project on Santee. Through the Reorganization, Santee will receive
revenue and other mitigation to offset the impacts to Santee from, among other things,
the provision of municipal services to the Project and traffic impacts from the Project.
The specific mitigation that address Project impacts to Santee are set forth in the
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Annexation Agreement and the FEIR, which mitigation is incorporated by reference
herein.

SECTION 2: Additional Consistency with Santee’s General Plan Land Use
Element Policies

Policy 9.0 and Policies 10.1 through 10.3 provide guidance on development in East
Elliot, and both the Project and the Reorganization implement these Policies (General
Plan page 1-23). In Policy 9.0, San Diego is encouraged to protect vacant lands in the
East Eliot area along Santee’s western boundary as part of a regional preserve system.
The Project proposes to preserve 90 acres surrounding the proposed development
footprint and to incorporate this area into San Diego’s Multiple Habitat Preserve Area
adjacent to Santee, consistent with this Policy.

Furthermore, Land Use Element Policy 10.1 encourages Santee to actively pursue
annexation of the land currently under the jurisdiction of San Diego, which is located
along the San Diego River at Santee’s western city limits to the Mission Trails Regional
Park MTRP, and in the East Elliot Area on Santee’s western boundary. The
Reorganization implements this Policy by causing the annexation of approximately
108.72 acres of land in this area to Santee.

Land Use Element Policy 10.2 also encourages Santee to cooperate with adjacent
jurisdictions in establishing a Sphere of Influence. The Reorganization implements this
Policy by causing an amendment to Santee’s Sphere of Influence. Land Use Element
Policy 10.3 further requires that Santee establish a Planning Area pursuant to the
provisions of Section 65300 of the California Government Code. Specifically, Section
65300 requires the adoption of a comprehensive, long-term General Plan for the
physical development of a city, including any land outside of a city’s boundaries which,
in the city’s judgment, bears relation to its planning. Santee has an adopted Planning
Area (General Plan Figure 1-5) which includes the East Elliot area. The Reorganization
implements this Policy because it causes the annexation to Santee of approximately
108.72 acres of land currently in the Santee Planning Area.

SECTION 3: Consistency with San Diego’s Community Plan for East Elliot

The Project is located within San Diego, and development is guided by the East Elliot
Community Plan adopted by Resolution R-202550 of the San Diego City Council on
April 29, 1971, as amended from time-to-time. The East Elliot Community Plan
provides for residential use on approximately 117 acres on the eastern fringe of East
Elliot, adjacent to Santee and in describing East Elliot, states, on page 1:

Due to a lack of nearby residential development or services in San Diego and proximity
fo residential development in Santee, de-annexation of this 117-acre area to Santee
should be considered if, in the future, Santee favors such an annexation.

The Reorganization is consistent with San Diego’s East Elliot Community Plan because
it allows for the detachment of approximately 108.72 acres of land from San Diego
within this defined area and annexation of that land to Santee.
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SECTION 4: Compliance with Government Code section 56375(a)(7)

This application, Resolution and Annexation Agreement are intended to comply with the
requirements of GC § 56375(a)(7) as recited above.

SECTION 5: Proposed Terms and Conditions

Santee requests that the Reorganization be subject to the terms and conditions set forth
in this Section 5 of the Resolution. Capitalized terms not otherwise defined in this
Resolution shall have the meaning given to them in the Annexation Agreement.

5.1 Effective Date of Reorganization. In accordance with Government Code
section 57202(a), the effective date of the Reorganization shall be upon the date of
recordation of the Certificate of Completion with the Recorder’s Office of the County of
San Diego, which the Parties desire to occur as soon after LAFCO Approval of the
Reorganization as is reasonably possible (“Reorganization Effective Date”).

5.2 Processing of and Services to the Residential Development Project After
the Reorganization Effective Date.

5.2.1 Role of San Diego. San Diego shall process, permit and inspect the
Residential Development Project in accordance with the Residential Development
Project Entitlements, including the permit conditions, applicable Building Codes, policies
and practices and the Annexation Agreement. San Diego shall take such actions that it
would otherwise take regarding the Residential Development Project absent the
Reorganization, except as may be modified pursuant to the terms of the Annexation
Agreement.

5.2.2 Role of Santee. Santee shall have no obligation to process, permit or
inspect the Residential Development Project. However, Santee shall be provided with
reasonable access to the Residential Development Project by its owner and developer,
currently Pardee, in order to monitor the progress of the Residential Development
Project and its compliance with the Residential Development Project Entitlements. In
the event that Santee believes, based upon its informal inspection of the Residential
Development Project, that the Residential Development Project or portions thereof are
not in compliance with the Residential Development Project Entitlements, Santee shall
provide written notice of its concerns and the Parties shall meet and confer and make
reasonable efforts to resolve them. |If the Parties are unable to resolve Santee’s
concerns through a meet and confer process, the Mayor of San Diego or his or her
designee shall make a final administrative decision regarding the concerns, subject to
Santee’s rights to challenge that decision through the provisions of Article 6 of the
Annexation Agreement. Pardee shall reimburse Santee for the costs of all reasonably
necessary informal inspections, for a cost not to exceed $8,000 per calendar year.
Such inspections are informal, and in no way alter San Diego’s sole authority to
process, permit or inspect the Residential Development Project.

5.2.3 Role of Padre Dam. Padre Dam shall process and inspect the plan,
design, and construction of the Residential Development Project’s water, sewer and
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recycled water infrastructure for connection to Padre Dam. Padre Dam shall be
provided with reasonable access to the Residential Development Project by Pardee in
order to monitor the progress of the water, sewer and recycled water infrastructure
portion of the Residential Development Project and its compliance with Padre Dam’s
standards and approved material requirements including but not limited to the Water
Agency Standards adopted by Padre Dam, Padre Dam’s rules and regulations, and the
Contract to Make, Install and Complete Water and/or Sewer Facilities to be entered into
by Pardee and Padre Dam prior to commencement of construction. All water, sewer
and recycled water facilities shall be inspected and tested in accordance with the Water
Agency Standards adopted by Padre Dam. Pardee shall reimburse Padre Dam for the
costs of all inspections in accordance with Padre Dam’s published fee schedules
applicable throughout its service area.

5.2.4 Pardee’s Obligation; Property Maintenance. Pardee shall make
reasonable efforts to process the Residential Development Project with San Diego, and
with Padre Dam with regard to water, sewer and recycled water infrastructure
construction, to completion. At all times, Pardee shall maintain the Annexation Property
in good condition and in compliance with reasonable maintenance standards sufficient
to keep the Annexation Property free from fire hazards, visible defects, deterioration, dirt
and debris.

5.3 Distribution of Processing Fees, Mitigation Fees, Credits, Open Space and
Other Revenue from the Residential Development Project and the Annexation
Property.

5.3.1 General Intent of the Parties. The Parties intend that the Party that
provides a particular service to the Residential Development Project or the Property, or
that will bear the impact for which a fee is imposed, should receive the fees or revenue
associated with that service or impact. The Parties desire that this general intent guide
the resolution of any future disputes about which Party should receive a fee or revenue
associated with the Residential Development Project on the Annexation Property,
unless otherwise expressly provided in Section 5.3.7 of this Resolution. It is also the
intent of the Parties to comply with Government Code sections 66000 - 66025 and not
to duplicate fees charged to Pardee.

5.3.2 Annexation Agreement/Revenue Sharing Agreement. The Parties
intend the Annexation Agreement to fulfill LAFCO requirements for a Revenue Sharing
Agreement among the Parties. To the extent not already addressed in the Annexation
Agreement, Santee, San Diego and Padre Dam shall negotiate any further LAFCO-
required revenue sharing agreement allocating the municipal share of property taxes
and fee related revenue. Santee shall submit any further LAFCO-required revenue
sharing agreement to LAFCO in accordance with legal requirements.

5.3.3 Fiscal Impact Analysis. The Parties have caused the preparation of a
Fiscal Impact Analysis, attached to the Annexation Agreement as Exhibit G, which
identifies both the current and anticipated taxes, fees, assessments and other revenue
associated with the Residential Development Project and the Annexation Property and
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the anticipated costs for the provision of various municipal services to the Residential
Development Project and the Annexation Property. The Parties intend to use the Fiscal
Impact Analysis as a guide to help the Parties to: (a) properly allocate the revenue from
the Residential Development Project or Annexation Property to the Party that provides
the service or bears the impact for which the revenue is provided, in accordance with
the general intent of Section 5.3.1 of this Resolution; (b) to assist in the calculation of
the annual operating deficiency, if any; (c) to avoid duplication of fees; and (d) to help
satisfy any LAFCO-related information requirements.

5.3.4 Distribution of Revenue and Other Iltems. The Parties have attempted
to identify the known taxes, fees, assessments, credits, dedications and other revenue
generated from the Residential Development Project or the Annexation Property in
Exhibit “H” of the Annexation Agreement, and for each such item, the Parties have
designated the Party entitled to receive the item.

5.3.5 Payment of Fees by Pardee. Prior to the issuance by San Diego of any
permits for the Residential Development Project, Pardee must pay the fees,
assessments or other amount related to the permits and required to be paid prior to
permit issuance to the Party entitled to receive the fee, assessment or payment. If the
payment is due to San Diego, Pardee shall make such payment directly to San Diego.
If the payment is due to Santee or Padre Dam, Pardee must make the payment directly
to Santee or Padre Dam, obtain a receipt for the payment and submit the receipt to San
Diego prior to permit issuance. Pardee agrees to use reasonable efforts to ensure that
all required fees are paid to the Party designated to receive such payment prior to
permit issuance. If a permit is issued prior to the payment of all required fees, Pardee is
still obligated to pay the required fee to the designated Party.

5.3.6 Payment of Local Share of Property Taxes. Pardee or other
landowners within the Annexation Property shall satisfy their duty to pay tax revenue to
the Parties identified in Exhibit “H” to the Annexation Agreement through payment of
applicable property taxes to the County of San Diego’s Assessor's Office through the
Assessor's Office’s proscribed means. If San Diego receives the local government
share of property taxes for the Annexation Property after the Reorganization Effective
Date, then San Diego shall transfer such property taxes to the Parties identified in
Exhibit “H” of the Annexation Agreement in accordance with the percentage of time
during the annual assessment period that services were required to be provided by
such Parties pursuant to the Annexation Agreement.

5.3.7 Undesignated Government Revenue. In the event that government
revenue is generated from the Residential Development Project or the Annexation
Property that are not identified, in whole or in part, in the Annexation Agreement, such
revenue shall be distributed in a manner consistent with the general intent expressed in
Section 5.3.1 above. The Mayor of San Diego, the City Manager of Santee and the
General Manager of Padre Dam, or their respective designees, as applicable, shall
within thirty (30) days of the identification of the revenue meet and confer in good faith
to mutually agree upon who should receive such revenue. If the Parties cannot
mutually agree, San Diego, Santee and Padre Dam, (“Revenue Disputing Parties”), as
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applicable, shall resolve the issue by participating in at least four hours of mediation
prior to filing any court action. The mediation shall be held in San Diego, California,
before a mediator selected by the Revenue Disputing Parties. The mediation shall be
commenced by any Revenue Disputing Party making a written demand for mediation to
another party. Within 15 days after such demand is made, the Revenue Disputing
Parties shall mutually select a mediator. If the Revenue Disputing Parties are unable to
agree on a mediator, the administrator of JAMS in San Diego, California shall select an
independent mediator. The Revenue Disputing Parties to the mediation shall equally
share the costs of the mediation, however, no Revenue Disputing Party shall be
required to pay more than $4,000 in connection with any single mediation unless such
Revenue Disputing Party agrees to do so in writing. All applicable statutes of limitation
and defenses based upon the passage of time shall be tolled until 15 days after the date
of the mediation session. The Revenue Disputing Parties will take such action, if any,
required to effectuate such tolling. California Evidence Code Section 1119 through
Section 1128 shall apply to the mediation. If a Revenue Disputing Party fails to
cooperate to commence and/or participate in a mediation session, then, notwithstanding
anything above, the other Revenue Disputing Party shall be free to file a court action
even if no mediation session has taken place.

Upon resolution, the Parties shall execute an Annexation Agreement Operating
Memorandum confirming the allocation. Such Annexation Agreement Operating
Memorandum shall be signed by the City Manager of Santee, the Mayor of San Diego,
the General Manager of Padre Dam or their respective designees.

5.3.8 Municipal Services Cost Neutrality. The provision of municipal services
to the Residential Development Project or Annexation Property is intended be on a cost
neutral basis to Santee. Pardee, Santee, San Diego and Padre Dam agree such cost
neutrality is satisfied because they have caused the preparation of a Fiscal Impact
Report that concludes that Santee’s cost of services will be equal to or less than the
revenue Santee anticipates it will receive from the Project. Accordingly, Pardee,
Santee, San Diego and Padre Dam shall implement the requirements of the Annexation
Agreement.

5.3.9 Housing Credits and Inclusionary Affordable Housing Fees. San
Diego shall be entitled to receive credit towards its share of the regional housing needs
allocation (“RHNA”) for the number of qualifying units, if any, in the Residential
Development Project. Santee shall make reasonable efforts to assist San Diego in
receiving such credit, and agrees to reasonably consider executing any agreements
necessary to cause San Diego to receive such credit. In addition, San Diego shall be
entitled to receive any and all inclusionary housing fees associated with the Residential
Development Project as may be established by the Residential Development Project
Entittements or San Diego’s rules and regulations. The anticipated amount based on
the current fee and estimated square footage of the homes is identified in Exhibit “H” of
the Annexation Agreement. Santee shall not collect inclusionary housing fees or
condition Pardee to construct affordable housing units on-site or off-site.
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5.3.10 Open Space Deeds and Vernal Pool Maintenance Fees. San Diego
shall accept fee title to the Open Space Property identified in the Residential
Development Project Entitlements, and in accordance with those Entitlements and
Santee shall have no obligation related to open space lands on the Open Space
Property. In addition, San Diego shall be entitled to receive any and all mitigation fees
related to the maintenance of vernal pools within the Open Space Property, as identified
in Exhibit “H” of the Annexation Agreement.

5.4 Provision of Municipal Services to the Annexation Property.

5.4.1 Water, Sewer, and Recycled Water. Upon the Reorganization Effective
Date, Padre Dam shall provide water, sewer and recycled water services to the
Annexation Property. Pardee shall construct or cause the construction of all on-site
public improvements and off-site public improvements necessary to connect to Padre
Dam’s water, sewer and recycled water services as required by the Residential
Development Project Entitlements and Padre Dam’s standards and approved material
requirements including but not limited to the Water Agency Standards adopted by Padre
Dam, Padre Dam’s rules and regulations, and the Contract to Make, Install and
Complete Water and/or Sewer Facilities Dam, to be entered into by Pardee and Padre
Dam prior to commencement of construction, all of which are incorporated by reference.
All water, sewer and recycled water facilities shall be inspected and tested in
accordance with the Water Agency Standards adopted by Padre Dam. Pardee shall
pay sewer and water capacity fees and other applicable fees, to Padre Dam in
accordance and compliance with fee schedules in effect at the time of payment by
Pardee to Padre Dam, as identified in Exhibit “H” of the attached Annexation
Agreement. Padre Dam shall recover all of its other expenses not associated with the
sewer and water capacity fee through monthly water, sewer and recycled water rates
charged to users in accordance with rules and regulations applicable to Padre Dam.
Upon the Reorganization Effective Date, Padre Dam shall provide water, sewer and
recycled water services to the Annexation Property at the same level of service and
upon the same terms and conditions as provided to other properties within Padre Dam’s
service area and assess such users monthly water, sewer and recycled water rates in
accordance the rules and regulations applicable to Padre Dam.

5.4.2 Fire & Life Safety. Upon the Reorganization Effective Date, Santee shall
provide or cause to be provided primary fire and life safety services to the Annexation
Property and San Diego shall provide or cause to be provided supplemental fire and life
safety services pursuant to the terms of the 1984 Automatic Aid Agreement, as it
currently exists or as may be amended, between San Diego and the Santee Fire
Protection District on file in the office of the City Clerk of San Diego as Document No.
RR-262067 (“Automatic Aid Agreement”). Prior to the Reorganization Effective Dave,
San Diego shall provide primary fire and life safety services to the Annexation Property
and Santee shall provide or cause to be provided supplemental fire and life safety
services pursuant to the 1984 Automatic Aid Agreement.

5.4.3 Law Enforcement Services. Upon the Reorganization Effective Date,
Santee shall provide or cause to be provided primary law enforcement services to the
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Annexation Property. The Parties acknowledge that Santee provides law enforcement
services within its jurisdiction through a contract with the San Diego County Sheriff's
Department. Santee anticipates that it will provide law enforcement services to the
Annexation Property through its existing contract with the San Diego County Sheriff’s
Department. Nothing in this Agreement requires Santee to have or maintain its own law
enforcement department or to continue its contract with the San Diego County Sheriff’s
Department; provided, however, that Santee shall provide law enforcement services to
the Annexation Property at the same level of service and upon the same terms and
conditions as provided other areas of Santee.

5.4.4 Other Municipal Services. Upon the Reorganization Effective Date,
Santee shall provide or cause to be provided such other municipal services to the
Annexation Property, other than the permitting and inspection services to be provided
by San Diego and Padre Dam under the Annexation Agreement, as are typically
provided to residential developments in Santee.

5.5 Full Faith and Credit Given to Right to Develop the Residential
Development Project in Accordance with the Residential Development Project
Entitlements.

5.5.1 Full Faith and Credit of Development Rights. The Parties agree that
Pardee shall have the right to develop the Residential Development Project in
accordance with the Residential Development Project Entitlements, and Santee agrees
to give full faith and credit to the Residential Development Project Entitlements on the
terms and conditions as issued by San Diego. To the extent the Residential
Development Project Entitlements provide Pardee with vested rights to develop the
Residential Development Project in accordance with the Residential Development
Project Entitlements, Santee agrees to give full faith and credit to those vested rights on
the same terms and conditions as San Diego. The full faith and credit created by the
Annexation Agreement is not intended to either expand or contract Pardee’s right to
develop the Residential Development Project in accordance with the Residential
Development Project Entitlements. The full faith and credit created herein is intended to
provide Pardee with the assurance that Santee will honor Pardee’s vested development
rights in the same manner and under the same conditions as San Diego.

5.5.2 Post-Residential Development Project Entitlements Approval Actions
by Pardee. After San Diego’'s approval of the Residential Development Project
Entitlements, but before the Reorganization Effective Date, and with payment of San
Diego processing fees, Pardee may process and complete all requirements necessary
for a final map. However, San Diego shall only approve a final map in accordance with
the Subdivision Map Act as provided in the Annexation Agreement.

5.5.3 Development of Annexation Property after Full Residential
Development Project Build-Out. Any development of the Annexation Property
occurring after full Residential Development Project Build-out that is not governed by
the Residential Development Project Entitlements shall conform to the then existing
requirements of Santee and Padre Dam. Santee and Padre Dam shall treat any existing
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development that occurred in accordance with the Residential Development Project
Entitlements as legal non-conforming, except to the extent that compliance with Santee
and Padre Dam requirements would not unreasonably interfere with such existing
development and would be consistent with the requirements imposed by Santee and
Padre Dam on existing development outside the Annexation Property.

5.5.3.1 Santee: Reserved Authority; Changes in Federal or State
Law. Santee shall retain the same rights as possessed by San Diego to apply land use
or building requirements that may conflict with the Residential Development Project
Entitlements in the same manner and on the same conditions as San Diego, including
(a) the reasonable determination that compliance with the Residential Development
Project Entitlements would place the residents of the subdivision or the immediate
community, or both, in a condition dangerous to their health or safety; (b) or as
necessary to comply with state or federal law or mandates. The action chosen to
implement this reserved authority shall be of the minimum scope, effect, and duration
necessary to accommodate the health and safety issue or higher law.

5.5.3.2 Padre Dam: Reserved Authority; Changes in Federal or State
Law. Notwithstanding anything to the contrary in this Section, Padre Dam shall have
the same rights as possessed by San Diego to apply requirements that may conflict with
the Residential Development Project Entitlements in the same manner and on the same
conditions as San Diego, including (a) the reasonable determination that compliance
with the Residential Development Project Entitlements would place the residents of the
subdivision or the immediate community, or both, in a condition dangerous to their
health or safety; (b) or as necessary to comply with state or federal law or mandates.
The action chosen to implement the authority reserved herein shall be of the minimum
scope, effect, and duration necessary to accommodate the health and safety issue or
higher law.

5.6 Additional Terms and Conditions.

5.6.1 Agreed to by Parties. The Parties may agree to include additional terms
and conditions as part of the Application for Reorganization to be submitted by Santee
to LAFCO during the LAFCO process through the Annexation Agreement Operating
Memorandum process identified in Section 10.16 of the Annexation Agreement.

5.6.2 Imposed by LAFCO. The Parties acknowledge that LAFCO may impose
additional terms and conditions on the Reorganization beyond those set forth in this
Agreement. The Parties shall reasonably consider such terms and conditions and
support them unless any such LAFCO imposed term or condition is in fundamental
conflict with the terms and conditions of this Agreement.

SECTION 6: California Environmental Quality Act (CEQA) Status. The initiation of
proceedings for the Reorganization is an action contemplated and analyzed in the FEIR
for the Project in compliance with CEQA. The FEIR analyzes the environmental
impacts that would result from the Project. The analysis discusses the potential impacts
to Land Use, Landform Alteration/Visual Quality/Neighborhood Character, Air
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Quality/Odor, Biological resources, Historical resources, Human Health/Public
Safety/Hazardous materials, Hydrology/Water Quality, Geology and Soils, Greenhouse
Gases, Noise, Paleontological Resources, Transportation/Circulation, Public Facilities
and Services, Public Utilities, and Energy Use/Conservation. The analysis concludes
that the annexation scenario would result in significant, but mitigable direct impacts
associated with Air Quality (construction emissions), Biological Resources,
Cultural/Historical Resources (archaeology), Human Health/Public Safety/Hazardous
Materials (unexploded ordnance), Noise (traffic noise exposure), Paleontological
Resources (unknown subsurface resources) and Transportation/Circulation.
Implementation of the Mitigation Monitoring and Reporting Program would reduce these
environmental effects to below a level of significance. Findings of Fact and Statement
of Overriding Considerations have been adopted by the City of San Diego as Lead
Agency for the Project. Findings of Fact pertain to: 1) Findings Regarding Significant
Impacts that can be Mitigated to below a Level of Significance; 2) Findings Regarding
Mitigation Measures which are the Responsibility of Another Agency; 3) Findings
Regarding Infeasible Mitigation Measures; 4) Findings Regarding Alternatives
Considered and rejected; and 5) Findings Regarding Alternatives Considered in the
FEIR. The Statement of Overriding Considerations pertain to: 1)Regional Economic
Prosperity; 2) Biological benefits; 3) Recreational Benefits; 4) Housing Benefits; 5)
Social benefits/Implementation of Applicable Planning Goals, Policies and Objectives;
6) Sustainability benefits; 7) the Maximized Efficient Use of the Project Site/ Territory;
and 8) Annexation Agreement Benefits.

NOW, THEREFORE BE IT RESOLVED by the City Council of the City of
Santee, California, that this Resolution of Application is hereby approved and adopted
by the City of Santee. The Local Agency Formation Commission of San Diego County
is hereby requested to process the Reorganization in the manner provided by the
Cortese-Knox-Hertzberg Local Government Reorganization Act of 2000 and in
accordance with this Resolution. As a Responsible Agency, pursuant to CEQA
Guidelines section 15096, the City Council has considered and approved the certified
FEIR, Findings of Fact and Statement of Overriding Considerations for the Project.

ADOPTED by the City Council of the City of Santee, California, at a regular

meeting thereof held this day of 2013, by the following roll call vote to
wit:
AYES:
NOES:
ABSENT:
APPROVED:

RANDY VOEPEL, MAYOR
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ATTEST:

PATSY BELL, CMC, CITY CLERK
Exhibit A: Annexation Agreement

Exhibit B: Territory
Exhibit C: Plan for Services
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Agenda Item No. 6a | Attachment Five

LEGISLATIVE POLICY L-102

Subject
SPHERES OF INFLUENCE OF CITIES AND SPECIAL DISTRICTS

Purpose

To establish the manner in which the San Diego Local Agency Formation
Commission establishes and updates spheres of influence.

Background

In 1972, the State Legislature directed LAFCOs to adopt a sphere of influence for
each local governmental agency. Spheres are to be developed in cooperation with
each agency to represent . . . the probable physical boundaries and service area of
a local agency as determined by the Commission. . . (Government Code § 56076).
Spheres of influence provide guidance for the expansion and organization of local
agencies; however, designation of a sphere does not entitle future annexation or
require that areas within a sphere be annexed.

Since enactment of AB 2838 (Cortese-Knox-Hertzberg Local Government
Reorganization Act of 2000), State law directs LAFCOs to periodically review and
update spheres of influence in concert with conducting Municipal Service Reviews.
Spheres are used as regional planning tools to discourage urban sprawl and
encourage orderly growth; accordingly, spheres must be based upon a
comprehensive analysis of all relevant factors and they must be up-to-date.
To ensure comprehensive updates, city spheres are reviewed in conjunction with
the spheres of affected special districts and a determination is made regarding
whether a city or an adjacent special district should provide future services to
unincorporated areas. Special districts are also subject to sphere adoption/update
provisions.

Policy
It is the policy of the San Diego Local Agency Formation Commission to:

1. Designate spheres of influence in close cooperation with affected local
agencies and communities;

2. Utilize spheres of influence to:
a. Guide deliberations on specific changes of organization;
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L-102 LEGISLATIVE POLICY

b. Discourage potential duplication of services by two or more local
governmental agencies;

c. Determine the need for specific governmental reorganization
studies;

d. Preserve community identities and boundaries;

e. Encourage political and functional reorganization of local agencies
which cross-cut communities;

f. Encourage annexation of territory that has been specified as
available for urban development prior to annexation of other areas;
and

g. Encourage the extension of urban services to existing urban areas

3. Encourage cities, which are adjacent to unincorporated territory, to reconcile
incompatible general plan land use elements with the County of San Diego;

4. Review city spheres of influence and special district spheres at approximately

prior to extending services to areas that are not devoted to urban
uses.

five-year intervals;

5.  Discourage major amendments to a city or special district sphere if the sphere
has been updated or affirmed within the prior five year period except for the

following conditions:

a.

Public health or safety needs; for example, amending a
jurisdiction’s sphere to permit annexation of a parcel that requires
public sewer service because of a failed septic system;

Property under a single ownership that is split by a sphere
boundary if the split property shares characteristics including
access, geography, communities of interest and the manner in
which services will be provided;

A reorganization involving two or more jurisdictions if the sphere of
influence boundaries are coterminous and each jurisdiction agrees
to the sphere amendments and reorganization;
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d. If a city or special district can provide adequate documentation
showing that conditions have significantly changed to warrant a
sphere amendment.

Conduct sphere of influence evaluations and updates prior to the five-year
interval if an affected jurisdiction or interested party submits a request based
on adequate justification and the appropriate processing fee;

Maintain a sphere of influence for the San Diego County Water Authority,
which is coterminous with the spheres of influence for SDCWA member-
agencies, by amending or updating the SDCWA sphere concurrent with each
amendment or update to spheres of member agencies;

Maintain a sphere of influence for the area of Metropolitan Water District of
Southern California (MET) in San Diego County, which is coterminous with the
sphere of influence for SDCWA, by amending or updating the MET sphere
concurrent with each amendment or update to the SDCWA sphere; and

Facilitate communication with affected public agencies, communities, property
owners and residents concerning the sphere of influence update process.

Adopted: August 6, 1990
Amended: May 4, 1998
Amended: June 5, 2000

Technical Update: May 2, 2005
Technical Update: August 25, 2008

Cross-reference:

SAN DIEGO LAFCO POLICY:

-A-101 SAN DIEGO ASSOCIATION OF GOVERNMENTS AND THE REGIONAL GROWTH MANAGEMENT
STRATEGY
-L-104 LAFCO-INITIATED CHANGES OF ORGANIZATION

SAN DIEGO LAFCO PROCEDURES:

-SPHERES OF INFLUENCE
-LAFCO-INITIATED PROPOSALS
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